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



FREE STATE GAMBLING AND RACING BOARD

MEC’S STATEMENT FOR THE YEAR ENDED 31 MARCH 2005

The past year has indeed been a difficult
but significant one for the Free State
Gambling and Racing Board.

My predecessor terminated the term of
office of three of the Board members
during the previous financial year, without
filing these vacancies.

The term of office of three of the remaining
four Board members expired on 20 June
2004 and to date, no new members have
been appointed.

In terms of Section 4 of the Free State
Gambling and Racing Act, 1996 (Act 6 of
1996), the power to appoint the Board
vests with the MEC, in consultation with
the Executive Council.

Section 6 of the same Act provides for the procedures to be followed by the
MEC when appointing Board members.

Nomination of candidates was called for on 11 June 2004. The nomination
process did not render a sufficient number of nominations to satisfy all the
relevant requirements.

A second invitation for nominations was published on 17 December 2004.
Again, insufficient qualifying nominations in response to the second invitation
for nominations were received.

A third round of nominations was called for on 10 March 2005. The process has
not yet been concluded.

The absence of the Board impacted negatively on operations as strategic
decisions such as the adjudication of the Vaal River Casino licence and
consideration of the Inciticorp licensee’s application for removal of its licence
to alternative premises and acquisition of interest could not be finalized. Officials
at the offices of the Board are under fremendous pressure from such licensees
and applicants, who insist on decisions in processes before the Board.

I am hopeful that the process of the appointment of new members can be
concluded very soon to enable the proper continuation of the activities of the
Free State Gambling and Racing Board.

In the final instance, | would like to express my gratitude to the Acting CEO and
staff of the Board, who diligently continued with their responsibilities under these
difficult circumstances.

The Acting CEO reported fully on all activities in his report.

Dr. B. Malakoane
MEC for Tourism, Environmental and Economic Affairs
31 March 2005



FREE STATE GAMBLING AND RACING BOARD

REPORT OF THE ACTING CHIEF EXECUTIVE OFFICER FOR THE YEAR
ENDED 31 MARCH 2005

INTRODUCTION

What follows herein under is a brief
overview of the activities and
achievements of the Free State Gambling
and Racing Board during the year under
review.

BOARD MEMBERS

As indicated in the statement of the MEC,
the tferm of office of three Board members
expired on 20 June 2004 and to date, no
new members have been appointed.
The two remaining Board members, of
which one is the acting CEO, do not
constitute a quorum, and no Board
meetings could take place since the said
date.

The actions taken towards the appointment of new members have been
reported on by the MEC in his statement. Without a doubt, the fact that the
organization had to function without a properly constituted Board for the bigger
part of the year under review had a negative impact on the performance of
the organization and placed immense pressure on the administration of the
Board.

SUSPENSION OF THE CEO

The CEO of the Board, Mr. CJ Moeko, has subsequent to a forensic audit been
suspended by the MEC on 6 January 2003 and the disciplinary proceedings
against him have not yet been concluded. Final evidence in the matter has
been presented on 17 March 2005 and the hearing was postponed until 12
April 2005 for final argument. The outcome of the hearing is expected to be
known in June 2005.

Mr. ME Ratsomo, the Manager: Horseracing and Betfing, has been acting as
CEO since March 2003.

CASINO LICENCING PROCESS

Zone 1 - Application for transfer and removal of the Thaba Nchu Sun casino
licence to Bloemfontein (Mangaung Sun)

During the previous financial year, Sun International (SA) (SISA) lodged an
application with the Board for the transfer of its casino licence from Thaba Nchu
Sun to Mangaung Sun and the removal thereof from Thaba Nchu to Bloemfontein.

The application was approved on 9 June 2004, after extensive investigations
and deliberations by the Board and subsequent to intensive negotiations with
SISA and Mangaung Sun on conditions for the transfer and removal of the
licence.

It is anficipated that Mangaung Sun will open its doors for public by September
2005. Itis envisaged that this move will result in an increase in revenue accruing
to the province as well as augmenting to the strategy of the Department of
Tourism, Environmental and Economic Affairs to aftract tourist fo Bloemfontein
and the Province.

Zone 2 - Goldfields Casino

The casino, which opened its doors on 4 December 2003, is performing beyond
expectations and has fulfilled all the conditions in terms of its temporary licence.

The casino has established a community frust for purposes of community
development and the acting CEO of the Board serves as an observer frustee
of the said trust. The casino should, through the community frust, spend at least
R1 million on community facility development during the initial two years of
operations.

The casino should provide the Board with a business plan relating to the
permanency of its operations before 30 April 2005, where after a decision will
be taken as to whether the temporary casino will be converted into a permanent
casino or whether the licensee should embark on constructing a bigger
permanent venue.



REPORT OF THE ACTING CHIEF EXECUTIVE OFFICER FOR THE YEAR
ENDED 31 MARCH 2005 (continued)

CASINO LICENCING PROCESS (CONTINUED)
Zone 3 - Inciticorp (Pty) (Ltd) (Bethlehem Casino licence)

Inciticorp was granted a temporary casino licence during the previous financial
year, but did not commence with construction due fo problems with inter alia
financing. Before the term of office of the Board expired, the Board extended
the expiry date of the licence to 31 December 2005, subject to certain conditions.

On 30 September 2004, the licensee lodged an application for the removal of
its licence to alternative premises in Bethlehem and for the acquisition of interest
in the licence by Peermont Global.

This application has not yet been adjudicated upon, due to the delay in the
appointment of Board members.

Zone 4 - Vaal river Casino licence application (Sasolburg)

The public hearing of the Vaal River Casino licence application commenced
on the 22nd of April 2004, after an urgent application by Emerald Safari Resort
(a casino on the Gauteng side of the Vaal River) to interdict the Board from
proceeding with the hearing. On the said date, the Vaal River Casino Licence
applicant made a presentation and members of the public raised questions,
Whi]ph were answered by the Applicant. The hearing resumed again on the
31°" of May 2004, during which proceedings Emerald was afforded the
opportunity to raise its objections against the application. The Board could not
finalize the adjudication process prior fo the expiry of its term of office.

GAMBLING LEVIES
Audits

On average the Board audited 75% of all gambling related income due to the
Province, for completeness, correctness and timeous payment. In addifion,
regular Compliance Audifts were conducted on licensees to ensure compliance
with the Act.

Casino and horseracing

Levies for casinos collected for the period under review amounted to R 7.9
million, compared to R 4.8 million for the previous year. The collected levies
were from the three existing casinos, i.e. Naledi Sun, Thaba Nchu Sun and
Goldfields Casino.

CASINO NUMBER OF GAMBING NUMBER OF
MACHINES TABLES
Goldfields Casino 226 7
Naledi Sun 112 0
Thaba Nchu Sun 193 10

During the period under review, two race-course licences, seven bookmaker
licences and 25 Totalizator outlets were operational in the province.

Taxes and levies collected during the year under review, amounted to R 4.8
million, compared to R 4.4 million for the previous year.

S S T



FREE STATE GAMBLING AND RACING BOARD

REPORT OF THE ACTING CHIEF EXECUTIVE OFFICER FOR THE YEAR
ENDED 31 MARCH 2005 (continued)

It is also important to highlight the revenue contribution between casino and
horseracing levies. As the graph below illustrate, since 2003/2004, the rafio
between casino and horseracing levies was approximately 50:50. This has since
change to 63:37. Itis envisaged that for the financial year 2005/2006 a total
levy income of R 10.7 million and R 4.6 million for casino and horseracing levies
respectively will be collected.
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LIMITED PAYOUT MACHINES AND BINGO'’S

Policies for the infroduction of Limited Payout Machines and Bingos in the
Province have been submitted to the MEC for approval. Feedback in this
regard is currently awaited from the MEC.

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, 158 illegall
gambling machines were confiscated and 25 people were convicted of
gambling related offences.

A total number of 572 illegal gambling machines forfeited to the Board were
destroyed during the year.

Punitive gambling levies in the amount of R 11 032 were collected from a
convicted operator of illegal gambling machines.

CERTIFICATES OF APPROVAL

Seventy nine (79) certificates of approvals were issued by the Board to employees
of licensees during the year under review.

CERTIFICATES OF SUITABILITY

Six (6) Certificates of Suitability were issued during the period under review to
entities supplying high-risk services to licensees of the Board.

LITIGATION

London clubs international investments v Free State Gambling and Racing Board
and others

The said application was filed against the Board during May 2002 and was
aimed at seeking an order in terms whereof the extension granted by the CEO
of the Board (authorized by the MEC), extending the closing date for the
submission of detailed proposals and notices of application for the award of
casino licences, be declared ultra vires and accordingly null and void.

9
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FREE STATE GAMBLING AND RACING BOARD

REPORT OF THE ACTING CHIEF EXECUTIVE OFFICER FOR THE YEAR
ENDED 31 MARCH 2005 (continued)

The Board opposed the application,
The application was heard on the 20
costs.

ith intermediation of the State Attorney.

Wi
h of February 2003 and was dismissed with

The Applicant, London Clubs, brought an Application for Leave to Appeal,
which was granted.

The Appeal was heard on the 3ro| of March 2005, by a full bench of 5 Appeal
Court Judges. Judgment in the matter was delivered on 31 March 2005. The
Supreme Court of Appeal stated that the proper meaning of section 94(4) of
the Free State Gambling and Racing Act, 1996 (Act 6 of 1996) is that the MEC
assumes the functions of the Board — meaning the administration of the regime
that ended when the Act commenced — only unftil the Board is first constituted
in practice by appointments being made to its membership. The Supreme
Court of Appeal ruled that the MEC's decision to extend the closing date for
the submission of detailed proposals and notices of application for the award
of casino licences in the Free State Casino Development Project until 11 May
2001 was not a valid decision of the Board and thus has no legal consequence.

The implication of the decision is that the MEC does not have any powers to
assume the functions of the Board under circumstances when the term of office
of Board members expires and new Board members are not appointed
immediately. Consequently, no decisions that do noft fall within the delegations
of authority of the CEO can be taken until the Board is operational again.

LEGISLATION

The National Gambling Act, 2004 (Act 7 of 2004) came into operation on the
15T of November 2004,TLollowed by the National Gambling Regulations becoming
operative on the 12" of November 2004. Amendments to the Free State
Gambling and Racing Act, 1996 (Act 6 of 1996) to align it with the National Act
have been drafted. The draft Free State Gambling and Racing Act Amendment
Bill has been submitted to the State Law Advisors for finalization and, thereafter,
presentation to the MEC and approval by the Provincial Legislature.

RESPONSIBLE GAMBLING

The Board requires from all licensees to adhere to the requirements for
advertisements as contained in the National Gambling Act, 2004 (Act 7 of 2004)
and the National Regulations.

The promotion of responsible gambling is also addressed in the licence conditions
of all licensees of the Board.

During the year under review, 212 requests for exclusions have been approved.
This includes residents in other provinces, who are excluded in terms of reciprocity
agreements between the provinces.

BLACK ECONOMIC EMPOWERMENT

The Board remains committed to the expansion of Black participation in the
Gambling industry. This objective is addressed extensively in the conditions of
licence for the fransfer and removal of the Thaba Nchu Sun Casino licence to
Mangaung Sun, in a similar manner as with other licenses awarded in the
Province. The current licence conditions require an average of 30% BEE
participation.

The Acting CEO is participating in forums with other provincial Boards and the
National Gambling Board in an aftempt to agree on a uniform approach by
all provincial Boards when dealing with issues relating fo BEE. The process is
currently continuing.




FREE STATE GAMBLING AND RACING BOARD
REPORT OF THE ACTING CHIEF EXECUTIVE OFFICER FOR THE YEAR
ENDED 31 MARCH 2005 (continued)

FINANCIAL RESULTS The Board's performance in terms of revenue collection surpassed all
expectations. For the financial year 2004/2005 income from casino’s exceeded
the budgeted by R 597,000 and horseracing by R 290,000. This is despite a poor
performance during financial year 2003/2004.

Profitability
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A calculated effort was initiated during 2003/2004 to investigate and address -
the sustainability of the Board in ferms of revenue collection and expenditure

reduction. The graph above indicates the achievements made as well as the ) Horseracing Casino
forecasted figures for the next three years. It is envisaged that a total revenue Budget 2003/04 R4.778 R 7.626
collection of R 21 million per annum can be achieved when all casinos are B Actual 2003/04 R 4.471 R5.705
operating as well as the implementation of other gambling activities such as W Budget 2004/05 R4.735 R8.523
LPMs. W Acutal 2004/05 R 5.025 R9.120

The financial results of the Board are reflected in the annual financial statements.

S oS T



REPORT OF THE ACTING CHIEF EXECUTIVE OFFICER FOR THE
YEAR ENDED 31 MARCH 2005 (continued)

HUMAN RESOURCE STATISTICS

Workforce Composition

Personnel cost per department

In the graphs and tables below, the workforce composition as at 31 March TOTAL PERSONNEL  COSTASA P:‘ég‘:ﬁ;
2005 are illustrated. The Board has currently 25 permanent staff memibers of PERSONNEL COST BY DEPARTMENT .. oo\ o ruRE  EXPENDITURE T ERCENTAGE COST PER
which 15 are male and 10 female. OF TOTAL EMPLOYEE
EXPENDITURE
R R %
Male Workforce Composition Female Workforce Composition Board and Sub-committees 279,461 190,800 68% 31,800
CEO 1,397,942 433,921 31% 216,961
White Finance and Administration 3,024,515 1,290,890 43% 161,361
13% Legal Services and Secretariat 1,074,183 790,208 74% 263,403
y White Law Enforcement 996,093 887,163 89% 221,791
Cok;%red\ 30% Horseracing and Betting 745,018 701,662 94% 350,831
Compliance and Investigation 1,595,705 1,441,836 90% 288,367
Information Technology 127,266 51,137 40% 51,137
Total 9,240,183 5,787,617
African African
80% 70%
Male Female Total
Total Total
African Asian Coloured White Male African Asian Coloured White Female
Chief Executive Officer 1 0 0 0 1 0 0 0 0 0 1
Departmental Managers 2 0 0 2 4 0 0 0 1 1 5
Auditors 2 0 0 0 2 2 0 0 0 2 4
Inspectors 2 0 0 0 2 0 0 0 1 1 3
Betting Officer 1 0 0 0 1 0 0 0 0 0 1
Finance officers 2 0 0 0 2 0 0 0 1 [ 3
Legal assistant 1 0 0 0 1 0 0 0 0 0 1
Human Resource Officer 0 0 1 0 1 0 0 0 0 0 1
Personal Assistant 0 0 0 0 0 2 0 0 0 2 2
IT officer 0 0 0 0 0 1 0 0 0 1 1
Support staff 1 0 0 0 1 2 0 0 0 2 3
Total 12 0 1 2 15 7 0 0 3 10 25




REPORT OF THE ACTING CHIEF EXECUTIVE OFFICER FOR THE YEAR
ENDED 31 MARCH 2005 (continued)

Leave utilization

Annual leave
2003/2004

2004/2005

Vacancy rate

Most of the departments within the Board have positions which have not yet
been filled. This is mainly due to the fact that not all casinos and betting activities

TOTAL DAYS AVERAGE DAYS oo\ DAYS AVERAGE are operational. It is envisaged that the filing of vacant positions will
NORMAL NUMBER OF TAKEN NORMAL NUMBER OF  DAYS TAKEN commensurate with the increasing activities of the Board.
A EMPLOYEES ~ MONTHLY PER A EMPLOYEES MONTHLY PER
EMPLOYEE EMPLOYEE APPROVED POSTS VACANCY
DEPARTMENT POSTS FILLED RATE
327.25 24 1.14 457.75 27 1.41
CEO 2 2 0%
Sick leave Finance and Administration 12 8 33%
Legal Services and Secretariat 3 3 0%
2003/2004 FERAEE Law Enforcement 6 4 33%
% WITHOUT % WITH ESTIMATED Horseracing and Betting 5 2 60%
TOTAL SICK DAYS PER ’ )
LEAVE DAYS MEDICAL MEDICAL MONTH PER COsT Compllcnce and |nVeST|gOT|On 8 5 38%
CERTIFICATION  CERTIFICATION "'y oo ANNUALLY Information Technology 3 1 7%
Total 39 25 33%
107.25 19.58% 80.42% 0.37 R 95,088.56
Employment changes
2004/2005 During the financial year six (6) appointments were made of which three (3)
% WITHOUT % WITH AVERAGE ESTIMATED were to replace resignations and ferminations. A total of three (3) new positions
:&T\'?‘ELSfYKS MEDICAL MEDICAL N?&I?HTERR COST were filled during the year.
CERTIFICATION CERTIFICATION ANNUALLY
EMPLOYEE EMPLOYESS
at 1 APRIL TERMINATIONS NET %
111.63 14.8% 85.2% 0.34 R 99,587.16 DEPARTMENT 2004 APPOINTMENTS  RESIGNATION TRANSFERS NET CHANGE  CHANGE
BLACK 15 6 -2 0 4 27%
e op ope Male 9 4 -1 0 3 33%
Familiy Responsibility Leave Fornale 6 ) R o | 7%
WHITE [} 0 -1 0 -1 -17%
2003/2004 2004/2005 Male - o 5 o 5 1%
TOFT:kA:DSYS AVERAGE DAYS To::;AR?YS AVERAGE Female 4 0 -1 0 -1 -25%
COLOURED 1 0 0 0 0 0%
REsPONsiBILTY NUMBER OF TAKEN RESPONsIBILTy VUMBER OF  DAYS TAKEN — ] ) - ) - =
EMPLOYEES ~ MONTHLY PER EMPLOYEES MONTHLY PER
LEAVE LEAVE Female 0 0 0 0 0 0%
TAKEN EMPLOYEE TAKEN EMPLOYEE ASIAN o ° 0 ° 0 o
Male 0 0 0 0 0 0%
0 24 0 14.5 27 0.04 Female 0 0 0 0 0 0%
Total 22 6 -3 0 3 14%




REPORT OF THE ACTING CHIEF EXECUTIVE OFFICER FOR THE YEAR
ENDED 31 MARCH 2005 (continued)

Job evaluation

The Board is in the process of evaluating all the positions on the organizational
structure. The final report is due to be presented to management and the

Board during June 2005.

Progress made in terms of affirmative action

ACTUAL ACTUAL
31 MARCH 31 MARCH VARIANCE
2004 2005
BLACK 15 19 4
Male 9 12 3
Female 6 7 1
WHITE 6 5 -1
Male 2 2 0
Female 4 3 -1
COLOURED 1 1 0
Male 1 1 0
Female 0 0 0
ASIAN 0 0 0
Male 0 0 0
Female 0 0 0
Employees with disabilities 0 0 0
Total [ 22 | 25 | 3

Total number employees per occupational categories

ACTUAL ACTUAL
31 MARCH 31 MARCH
2005

Legislators, senior officials and managers 6

Professionals 4 5
Technicians and associates professionals 7 9
Clerks 4 4
Service and sales workers 1 1
Total 22 25

Total number of employees per occupational bands

TOP MANAGEMENT

ACTUAL
31 MARCH
2004

RECRUITMENT PROMOTIONS

TERMINATIONS

TRANSFERS

ACTUAL
31 MARCH
2005

Male
Female

SENIOR MANAGEMENT

Male
Female

PROFESSIONALLY QUALIFIED AND
EXPERIENCED SPECIALISTS/MID-
MANAGEMENT

Male
Female

SKILLED TECHNICAL AND
ACADEMICALLY QUALIFIED
WORKERS, JUNIOR MANAGEMENT,
SUPERVISORS, FOREMEN AND
SUPERINTENDENTS

Male
Female

SEMI-SKILLED AND DISCRETIONARY
DECISION MAKING

Male
Female

UNSKILLED AND DEFINED DECISION
MAKING

-

Male
Female

Total

22

25







