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Accounting policies

The financial statements incorporate the principal accounting policies set out below. which are consistent with those adopted in the previous
financial year.

Statement of compliance

The financial statements are prepared in accordance with generally accepted accounting practice and the requirements of the Public
Finance Management Act and Treasury Regulations issued thereunder.

Basis of preparation
The financial statements are prepared on the historical cost basis.
Furniture, equipment and motor vehicle

Furniture, equipment and motor vehicle are stated at historical cost less accumulated depreciation. Depreciation is provided on the straight-
line basis. over the estimated useful lives of assets on the following basis:

Furniture and office equipment 5 years
Computer equipmentand software 3 years
Motor vehicle 5 years
Leases
OPERATING LEASES

Leases where the lessor retains the risks and rewards of ownership of the underlying asset are classified as operating leases. Payments made
under operating leases are charged againstincome on a straightline basis over the period of the lease.

Financial instruments
MEASUREMENT

Financial instruments are initially measured at cost. which includes transaction costs. Subsequent to initial recognition these instruments
are measured as set out below.

Receivables
Receivables are stated at anticipated realisable value.

Cash and cash equivalents
Cash and cash equivalents are measured at realisable value.

OFFSETTING

Financial assets and financial liabilities are offset and the netamount reported in the balance sheet when the Board has a legally enforceable
right to set off the recognised amounts. and intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously.
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Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents comprise cash on hand and at bank and deposits held on call and
on shortterm with the bank. all of which are available for use by the Board.

Revenue

Revenue comprises budget allocations for the activities of the Board provided for in the budget of the Department of Trade and Industry
(DTI) as transfer payments, fees in terms of CEMS operator contract, investment income and other non-operating income.

Budget allocations are recognised as revenue at date of receipt of the cash. CEMS contract fees and other non-operating income are
recognised on an accrual basis.

Investment income

Interest is recognised on a time proportion basis. taking account of the principal outstanding and the effective rate over the period to
maturity, when it is probable that such income will accrue to the Board.

Foreign currency transactions

Transactions in foreign currencies are recorded at the rate of exchange ruling at the transaction date. Gains and losses arising on translation
are credited to or charged against income.

Provisions

Provisions are recognised when the Board has a present legal or constructive obligation as a result of past events. for which it is probable
that an outflow of economic benefits will occur. and where a reliable estimate can be made of the amount of the obligation.

Employee benefits

SHORT TERM EMPLOYEE BENEFITS

The cost of all short term employee benefits is recognised during the period in which the employee renders the related service.

The provisions for employee entitlements to salaries, annual and sick leave represent the amount which the Board has a present obligation
to pay as a result of employees’ services provided to the balance sheet date. The provisions have been calculated at undiscounted amounts
based on current salary rates.

Retirement benefits

The Board contributes to a defined contribution fund of which the contributions are charged against income as incurred.

Comparative figures

Where necessary comparative figures have been reclassified.

Taxation

The Board's income is exempt from taxation in terms of Section 10(I)(cA) of the Income Tax Act.
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Furniture, equipment and motor vehicle

Furniture Computer Motor Total
& office equipment vehicle
equipment  &software
R R R R
2002
Cost at beginning of year 5341 733 630 68 248 1335989
Accumulated depreciation previous year (163 280) (244196) (15385) (422 861)
370 831 489 434 52 863 913128
Purchases current year 161 664 205 450 = 367 114
Depreciation current year (120 939) (292 609) (13 649) (427 197)
Carrying amount at end of year
- Cost 695775 939 080 68 248 1703103
- Accumulated depreciation (284 219) (536 805) (29 034) (850 058)
411 556 402 275 39214 853 045
2001
Cost at beginning of year 510 622 388 423 68 248 967 293
Accumulated depreciation previous year (58993) (73751) (1736) (134 480)
451629 314 672 66512 832 813
Purchases current year 23 489 345 207 = 368 696
Depreciation current year (104 287) (170 445) (13 649) (288 381)
Carryingamount at end of year
- Cost
- Accumulated depreciation 534111 733 630 68248 1335989
(163 280) (244 196) (15 385) (422 861)
370 831 489 434 52863 913128
Provisons for liabilities and charges
Leave pay  Legal costs Total
R R R
Atl April 2000
Charged to income statement 95025 = 95025
89 681 = 89 681
At3l March 2001
184706 = 184706
Atl April 2001
Charged to income statement 184 706 = 184 706
69523 550000 619523
At 31 March 2002
254 229 550000 804 229
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Accounts receivable and prepayments

CEMS operator
Receiver of Revenue (VAT)

Sun City Resort - deposit for national conference
Other

Board Members’ and executive member’s remuneration

Board Members (non-executive)
Services as Board Members
(Daily allowances)
Other services

Executive member
Services as Chief Executive Officer
(Total remuneration package)
Other services

Professional and consulting fees

Internet gambling
Research

CEMS
Miscellaneous

The above expenditure relate to non-recurring projects

Personnel cost

Remuneration

Administration of provident fund and staff risks insurance
Recruitment

Training

2002 2001
R R
280 000 -
= 298 968

65902 -
108 063 3240
453 965 302 208
270 281 282 649
611000 556 000
881 281 838 649
1022 854 -
176 975 214 562
32715 4441238
98 836 143756
1331380 4799 556
4372 660 3661205
168153 90 746
125763 136 601
124 168 90 678
4790744 3979230
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Cash generated from operations

Reconciliation of net income to cash generated from operations
Surplus / (deficit) for the year
Adjustments for
Net interest income
Depreciation
Increase/(Decrease) in provisions
Changes in working capital
Decrease/(Increase) in accounts receivable and prepayments
Increase/(Decrease) in accounts payables and accruals
Increase/(Decrease) in deposit held in trust

Cash generated from / (utilised) in operations

Cash and cash equivalents
Current account (ABSA Bank)

Call account (ABSA Bank)
Cash on hand

Non-capital commitments

OPERATING LEASES

The future minimum lease payments under non-cancellable operating

leases for the Board's offices and photocopier are as follows:
e Within | year
® [ (o5 years

The current lease for offices escalates at 10% per annum.

OTHER

The Board had the following contractual commitments at year-end:

e Consultants engaged on research project on the
economic impact of gambling in South Africa

e Obligation to host a national conference
during April 2002 at Sun City

e Tender for draft interactive (internet) gambling
legislative framework. including regulations

e Consultants to assist with the implementation of a central
electronic monitoring system for limited payout machines

27

2002 2001
R R

(4531333) 235434
(605 060) (860 903)
427197 288 381
619523 89 681
(151757) 377 664
(1787 651) 2338571
(250 000) 500 000
(6279 081) 2968 828
2273615 264 684
5128040 13178 040
1553 1619
7403 208 13 444 343
625474 310793
1655308 377107
2280782 687 900
480 375 -
318 251 -
= 1500 000
= 150 000
798 626 1650 000
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2002 2001
R R
Capital commitments
Contracted commitments existed in respect of the
acquisition of office furniture and software, which will be
financed from own funds 112 020 3818

Accumulated surplus

The accumulated surplus is made up of funds for which permission was granted by National Treasury to retain for purposes of funding net
assets and commitments at year-end and to supplement funding of the budget for 2003.

Retirement benefits

Retirement benefits are provided for through the National Gambling Board Provident Fund. which functions as a defined contribution fund
and which is subject to the provisions of the Pension Funds Act. 1956. Membership to the Fund is compulsory for all permanent staff
members.

The Fund is registered as an umbrella fund. managed by Alexander Forbes and offers individual investment choice to all members.
Provision for doubtful debt

The assumptions relied upon by the CEMS operator in its tender. both with regard to the number of LPMs and the rollout timeframes.
have proved to be overly optimistic.This led to the withdrawal of the operator’s technology subcontractor shortly before year-end. resulting
in a submission by the operator of a revised proposal based on a new technology subcontractor and software platform. This necessitated
re-evaluation of the revised technical solution as well as the financial viability thereof. As a result uncertainty existed about the outcome of
the revised proposal and the recoverability of the contract fee.




