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1. General Review of the State of Financial 
Affairs

The main income of the Gauteng Liquor Board (GLB) consists of 
license fees. The license fees (inclusive of renewals) are valid for one 
year. Prior to the current financial year, the GLB deferred revenue 
to the year it was deemed as earned. However the income for the 
year under review was disclosed in full not providing for income 
received in advance. The GLB received R33million in grants from the 
department of Economic Development. The GLB collected R27 million 
for licenses.  The operating results for GLB is a surplus balance of 
R7million (2012, deficit of – R4.2 million restated).

As a trading account the GLB should be financially self-supportive 
in accordance with Treasury Regulation 19 and should not rely on 
grants from the Department of Economic Development.  Based on 
the proposed financial model and changes in the regulation and 
legislation, the GLB is expected to become a self-sustaining entity 
after issues of revenue collection have been addressed. 

2. Important Policy Decisions and Strategic 
Issues Facing the Gauteng Liquor Board

The change in the strategic direction, the Gauteng Liquor Board has 
been appraised of areas where internal controls and risk management 
should be designed to provide reasonable, but not absolute assurance 
against material misstatements and losses. The GLB has put internal 
financial controls to provide assurance regarding:
 The safeguarding of assets against unauthorised use or

 disposition,
 The maintenance of proper accounting records, 
 The reliability of financial information used within the business

 or for publication.

The controls developed contain self-monitoring mechanisms and 
actions are taken to correct deficiencies as they are identified. 
Furthermore, because of changes in conditions, the effectiveness 
of internal financial controls may vary over time and based on 
management diligence. The Liquor Licensing turnaround strategy 
has so far made some inroads into major project undertaken by the 
department.

3. Major Projects that have taken Place 
During the Year

This report will elaborate on the implementation of Gauteng Liquor 
Board programme of action and activities in relation to administration, 
compliance, Board Secretariat, education and awareness as the main 
core programmes.

3.1 Administration 

The turnaround plan has been implemented the following key focus 
areas in the 2012/13 financial year:

To date, the Board has introduced various measures to curb 
fraudulent issuing of licenses. The issuing of licenses has now been 
centralized and only the Chairperson and the Secretariat have access 
to any pro-forma licenses and issuing system with chronologically 
verified numbers. The only remaining aspect which is of concern to 
the Board pertains to renewal licenses. It is however important to 
note that with the introduction of the new IT system, these concerns 
regarding the reissuing of the renewal licenses will be eliminated as 
they will be migrated into this system.

The IT system yields the following benefits respectively, the easiness 
of liquor application process, the swiftness in process applications 
at Regional level, introduction of reliable data and creation of 
accountability and responsibility by various personnel through the 
licensing process. The Board has been advised by the IT Team that 
the system is capable of handling voluminous applications at any 
time should this occur. 

The Business Process Re-engineering Process has led to an analysis 
of the organizational structure and service delivery model completed 
in order to ensure the sustainability of increased efficiency as a result 
of automation.

(i) The Gauteng Liquor Act and the Bill

Some of the challenges that plagued the liquor licensing environment 
were as a result of the provisions that were made (or not made) in 
the legislative framework. The subsequently, the Board undertook a 
review of the Gauteng Liquor Act of 2003, including its regulations. 
The Draft Bill that emerged as a result, was published for public 
comments in February 2012, and is currently following the prescribed 
legislative process.

In order to address concerns regarding monopolistic tendencies, 
especially in black townships, a framework agreement has been 
entered into with the Competition Commission. This framework 
seeks to eliminate unethical business practices by large corporations 
and advance black economic empowerment.

(ii)  Improving the Capacity of the Board

The Board has been operating at a full staff compliment. As a result, 
there have been regular sittings, which immensely contributed to 
eradication of the backlog.

(iii) Effective Operations of Regional Offices

The Manager responsible for Regional co-ordination was appointed. 
Through this co-ordination, performance reporting was enhanced 
and brought about a certain degree of improvement in Regional 
performance and management.

However, Regional offices have been restructured with the view of 
the impending introduction of the IT and business systems. 
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This is however a continuing process. The IT Team has already 
commenced training Regional Managers regarding the utilization 
of the new IT and business systems. The Board will ensure that the 
Secretariat is also trained in the utilization of the system to ensure 
continued harmonization of the process. 

During the previous years there were no formal requirements which 
Shebeen permit holders were expected to meet and as a result 
majority of the Shebeen Owners were not observing the laws, and 
they were always. The Department has taken steps to recognize and 
formalize the Shebeens as formal businesses in the Liquor Industry, 
by introducing the Shebeen regulations which outlines the minimal 
requirements for valid Shebeen outlets to operate. The Department 
has developed a rolled schedule to consider the application for the 
Shebeen license.

(iv) Improving the Trading Account of the Liquor Licensing 
and Regulation Office

To enhance and improve the management of the Liquor Licensing 
and Regulation Office Trading Account so that the Office has sound 
financial management, since the appointment of the new collection 
agent (FNB), revenue collected can be categorized into the different 
revue streams as per the Financial Reporting requirements. Revenue 
collection is also recorded timeously. The Liquor licensing Unit, has 
begun to improve on revenue collection, a total annual revenue 
target of R40 million has been set. During the last quarter, the 
fourth quarter revenue collection target was exceeded as a clear 
indication that when measures are in place the annual target as set 
is achievable. 

(v)  Ensuring Compliance to Gauteng Liquor Act, No 2 of 
2003, Regulations in Terms of Section 141 of Gauteng 
Liquor Act and Other Legislation such as National Liquor 
Act, No 27 of 1989 

A decision is taken to separate the inspection division into two areas
 Pre- Inspection Officers

This team of Inspection Officers are responsible for inspection of the 
premises before the Board can consider the applications. Their main 
function is to advise the Gauteng Liquor Board about the suitability 
of the premises for the sale of alcohol. A total of 15 Inspection 
Officers will be appointed to conduct this function.

 Monitoring and enforcement of compliance of liquor traders 
intensified by:
 – Appointment of 15 inspection officers to address capacity
  constraints; and
 – Additional capacity enables continued operations to
  rigorously facilitate the responsible trading in alcohol.

(vi)  Ensure Effective Communications, Education, 
Awareness and Stakeholder Relations

A Director responsible for Education and Awareness was appointed. 
Education and awareness programmes were implemented, that were 
geared towards enhancing stakeholder relations. The Liquor Hotline 
will be launched as a Liquor Communication Project. 

The division will be responsible for profiling the work of the Board 
and including all the Campaigns to be carried by the Liquor licensing 
Unit, conducting quarterly media briefings on the progress made in 
the Liquor Unit, managing customer satisfaction surveys, receiving 
and responding to queries within the provincial turnaround time, and 
the management of the website content of the Liquor Licensing Unit.

(vii) The Eradication of the Backlog in Liquor Licensing 
Application 

In order to address the backlog, the Board sat at least four times 
a week. Additional staff capacity linked to the Board secretariat 
functions has been recruited. As a result substantial progress has 
been made in ensuring that the feedback on the lodged application 
is received within the timeframes, and other areas were progress is 
made includes:
 Measures introduced by the Gauteng Liquor Board to curb 

fraudulent issuing of licenses by way of: 
 – Streamlining processes;
 – Managers are appointed to conduct quality checks on the
  reports submitted by the pre-inspection Officers.
 – Centralizing the issuing of licenses; and 
 – Limitation on the relevant officials that are authorized to
  issue a license at any given time.

(viii) Improving the Liquor Operations System

In an attempt to address the operational inefficiencies, various 
systems have been identified and implemented. Among the systems 
introduced, there is an IT and Business systems to assist with the 
processing of liquor applications in the most efficient manner. This 
system is currently yielding positive results. The Liquor Licensing 
Unit has also introduced a license renewal system that will assist in 
matching the revenue collected figures from the bank account with 
the data captured in the administration‘s data base. Furthermore, 
appropriate measures had been introduced and are currently under 
way to address risk management measures in respect of data and 
document management systems. 

3.2 Compliance 

The Department has strengthened relations with the SAPS and Metro 
Police. Through this initiative, joint operations are held to combat 
illegal trading in alcohol. Illegal outlet have been shut down and 
alcohol confiscated by the SAPS. The relationship with Liquor Traders 
associations ensures compliance to the Act through codes of conduct 
developed and enforced by those associations.

The Compliance unit responds to complaints and queries, and 
investigations are conducted to ensure that corrective action is 
taken. The department will continue to recruit additional personnel 
as liquor inspectors to ensure compliance with the Liquor Laws, and 
revoke the licenses of the liquor outlets where criminal activities 
are happening and where the traders are not observing the laws 
governing the Liquor trade.
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3.3 Secretariat 

Amongst the mechanisms proposed and authorized related to 
the introductions of the moratorium for a period of six months to 
eliminate the backlog on certain types of liquor licenses. To date 
no backlog exists and liquor applications are being processed in an 
ordinary cause of duty. 

The Board centralized Secretariat services in order to standardize 
Board support and ensure a seamless application system. 

3.4 Education and Awareness 

The GLB continues to be involved in joint awareness and education 
programmes with key departments, the traders’ associations and the 
players in the industry. The department is currently engaging the SAB, 
as a stakeholder to explore legacy projects aimed at empowering 
the small businesses in the Liquor Industry. A joined research study 
will be conducted with an aim to fast track transformation and 
empowerment of the small business operators.

The department of transport has also been identified as a key 
stakeholder during the festive month’s campaign of Arrive Alive. We 
continue to partner with this department in the campaigns about

 No to abuse of alcohol during the festive season.
 No to drinking and driving.
 No to selling alcohol to under-age and school children.
 No to violation of liquor trading hours.

3.5 Review of the Gauteng Liquor Act2, 2003 and New Bill

The Department has completed the path to legislation drafting 
adopted by the Province. The Bill has been introduced at the 
Legislature, and is now at the Legislature process. After the 
Legislature adopts the Bill, it will be submitted to the Premier for 
assent. When the Premier assents the Bill it becomes law. 

Once the Bill is passed into law, members of the public will have 
the right to raise objections to the issuing of renewal licenses to 
the outlets which are causing nuisance to the communities, the 
department will be obliged to conduct education and awareness 
workshops to educate Liquor traders about the laws which regulate 
the industry, so that they could trade responsibly. The emphasis of the 
messages will be as follows: no sale of alcohol to minors, no sale of 
alcohol to visibly intoxicated people.

There will not be automatic renewal of licenses and the inspections 
will be conducted to ascertain whether the outlets are trading in 
accordance with the issued license conditions. 

4. Services Rendered by the Gauteng Liquor 
Board

The services rendered by the Gauteng Liquor Board are detailed in 
the Performance Information Report. 

The Department will sign the performance Charter with the Gauteng 
Liquor Board, which include the commitment to ensure the Board 
process the license application within the turnaround time of 41 days. 

4.1  Tariff Policy

The Gauteng Liquor Board charges license fees as per Gauteng 
Liquor Act 9 of 2003 tariff structures.

4.2  Inventories

The Gauteng Liquor Board keeps no material stocks. Minimal 
consumables purchased during the year for stationery and other food 
supplies are expensed immediately.

5. Utilization of Donor Funds

The Gauteng Liquor Board did not receive any donor funding during 
the financial year.

6. Organizations to whom Transfer Payments 
have been made 

The Gauteng Liquor Board did not make any transfer payments 
during the year under review.

7. Public Private Partnerships (PPP)

The Gauteng Liquor Board did not have any public private 
partnerships during the year under review.
 

8. Corporate Governance Arrangements

With a view to improve and strengthen corporate processes pertaining 
to strategic planning, financial management and performance 
oversight, the following processes were initiated:
 The GLB complies strictly with the National Treasury Framework

 on strategic planning;
 A framework on financial planning and management has been

 finalised;
 The Monitoring and Evaluation Framework for the DED Group

 has been finalised;
 The approach to monitoring financial and non-financial

 performance has been strengthened; and
  An internal planning calendar has been designed to assist GLB 

with day to day operations including compliance and regulatory 
obligations. 

8.1  Risk Management Approach

The GLB risk management approach is aligned with the Provincial 
Treasury’s Risk Management Framework. 
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A Strategic Risk Assessment workshop, attended by the Department’s 
Senior Management, was convened during the year under review. 
Action plans to address risks identified were developed and 
implemented.

The Risk and Audit Management Committee (RAMC) facilitates 
the resolution of audit findings raised by Auditor-General (AG) and 
Gauteng Audit Services (GAS). All audit matters raised by AG in the 
2011/12 audits were addressed by the Department. The GLB also 
addressed audit matters raised by GAS. The RAMC comprises heads 
of all business units. The committee met monthly, with members 
providing progress reports.

8.2 Fraud Prevention Policies

A fraud risk assessment workshop was held to update the 
Fraud Prevention Plan during the year under review. Progress 
on implementation of fraud prevention strategies was tracked 
throughout the year.

The GLB through the Department of Economic Development is a 
member of the Provincial Anti-Corruption Coordinating Committee. 
Matters referred by the National Anti-Corruption Hotline are duly 
investigated. 

8.3  Audit Cluster Committee

The audit committee serves a cluster of departments and provides 
oversight mainly on audit, performance and financial management 
issues. During the year under review, the committee also focused 
on GLB’s risk management activities, with specific reference to the 
top ten risks. The audit committee approved the department’s 3 year 
rolling Internal Audit Plan which included the GLB risks.

8.4  Internal Audit

Gauteng Audit Services (GAS), a unit within the Department of 
Finance provides internal audit services to GLB and other provincial 
departments. GAS provides assurance on the GLB effectiveness and 
efficiency of internal controls, governance and risk management 
processes. During the year under review, GAS completed its Annual 
Audit Plan.

The Risk and Audit Management Committee (RAMC) was instrumental 
in facilitating the implementation of GAS recommendations 
emanating from audits performed in the last three years. Significant 
progress has been achieved in this regard. GAS is invited to all 
RAMC meetings in the 2012/13 financial year. They will present new 
findings and assist with the tracking thereof.

8.5 Processes to Minimize Conflict of Interest

In line with the requirements of the Department of Public Service and 
Administration, GLB requires its senior managers to disclose their 
financial interests on an annual basis. All SMS members have signed 
the financial disclosure forms and all Departmental Acquisition 
Committee (DAC) members sign the declaration of interest register 
in every meeting.

8.6 Implementation of the Code of Conduct

The code of conduct is available and forms part of the employment 
contract for each staff member.

8.7 Safety, Health and Environmental Issues

The Gauteng Liquor Board has nominated OHS representatives. 
The Gauteng Liquor Board follows the OHS Act guidelines as well 
as the OHS policy. OHS is reported on as a regular feature in the 
departmental internal newsletter. 

9. Discontinued Activities/Activities to be 
Discontinued

There were no discontinued activities in the Gauteng Liquor Board 
within the financial period under review.

10. New/Proposed Activities

None

11. Asset Management 

The GLB has done the assets verification for the financial year under 
review and updated its asset register and the accounting treatment 
of fixed assets as required by the relevant legislation has been 
updated accordingly.

12. Events after the Reporting Date

There are no reportable events after the reporting date.

13. Performance Information

The internal controls to strengthen the quality of reported information 
were put in place by ensuring that reported information had to be 
consolidated per sub-programme and programme, where applicable, 
and submitted to the M&E unit by the respective sub-programme 
and programme managers. Programmes and sub-programmes were 
further required to provide portfolio of evidence on all reported 
information.

The board further embarked on the process to determine the extent 
to which planned targets in the annual performance were met by 
preparing the summary of technical assessment per indicators across 
all budget programmes. One on one discussions with programmes 
that did not perform well were undertaken and guidance provided 
on improving performance.

The departmental-wide Monitoring and Evaluation Policy Framework 
has been revised, the consultative process with respective programmes 
undertaken and will be approved in the next financial year. 
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14. SCOPA Resolutions

The GLB has responded to each of the SCOPA resolutions as well as AG findings and we have improved the internal control environment as per 
these recommendations. We continue to engage the Committee and the AG on internal control matters.

15. Prior Modifications to Audit Reports

Modification of audit report Findings on progress

Revenue and Receivables A process is under way to establish a database for the 2013/2014 financial year.

Expenditure Management A payment monitoring system is in place. Cash-flow projections are prepared in advance to 
engage Provincial Treasury where challenges are identified in advance.

Financial and performance management Key accounts are reconciled monthly, signed-off by senior officials. 

16. Exemptions and Deviations Received from the National Treasury

None

17. Other

None
 

18. Approval

The Annual Financial Statements set out on pages 16 to 36 have been approved by the Accounting Officer.

Albert Chanee, 
Acting Head of Department: Economic Development
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GAUTENG PrOVINCIAL 
GOVErNMENT
Report of the Audit 
Committee – Cluster 1

Gauteng Liquor Board

We are pleased to present our report for the financial year ended 31 
March 2013.

The Audit Committee consists of the external members listed 
hereunder and is required to meet a minimum of at least two times 
per annum as per provisions of the Public Finance Management Act 
(PFMA). In terms of the approved Terms of Reference (GPG Audit 
Committee Charter), five meetings were held during the current year, 
i.e. three meetings for Quarterly Performance Reporting (financial 
and non-financial) and two meetings to review and discuss the 
Annual Financial Statements and the Auditor-General Report.

Name of Member                   Number of Meetings Attended 
Vishnu Naicker (Chairperson)               05 
Tshidi Molala (Member)                                                           05
Wayne Poggenpoel (Member)                                                  04

Audit Committee Member Mr. Wayne Poggenpoel did not attend 
one meeting since he was appointed after the first quarter reporting 
period. However, all meetings were quorate.
 
Executive Members:

In terms of the GPG Audit Committee Charter, the Officials listed 
hereunder are obliged to attend the meetings of the Audit Committee:

Compulsory Attendees          Number of Meetings Attended

Khulu Radebe (Head of Department)              01
Albert Chanee (Acting Head of Department)              04  
Preston Mabena (Chief Financial Officer)               04
Oupa Tshule (Chief Risk Officer)               03

During the financial year under review, Mr. Khulu Radebe has been 
put on suspension as the Head of Department and Mr. Albert Chanee 
was appointed to act in the capacity of the Head of Department.  
Therefore, the Audit Committee is satisfied that the Trading Entity 
adhered to the provisions of the GPG Audit Committee Charter.

The Members of the Audit Committee met with the Senior 
Management of the Department and Internal Audit, collectively to 
address risks and challenges facing the Departments. A number of 
in-committee meetings were held to address control weaknesses and 
conflicts with the Department.

Audit Committee Responsibility

The Audit Committee reports that it has complied with its 
responsibilities arising from section 38 (1) (a) of the PFMA and 
Treasury Regulation 3.1.13. The Audit Committee also 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 Effectiveness of Internal Control 

The Audit Committee has observed that the overall control 
environment has continued to improve during the year under review. 
However, there are still some concerns with the level of internal 
controls within the entity where evidence of lapses of effective 
monitoring and enforcement by Management were observed.

During the year under review, several deficiencies in the system of 
internal control and deviations were reported by the Auditor-General 
South Africa. In certain instances, the matters reported previously 
have not been fully and satisfactorily addressed. 

The quality of in year management and monthly / quarterly reports 
submitted in terms of the PFMA and the Division of Revenue Act.

The Audit Committee has not reviewed the monthly and quarterly 
reports of the Gauteng Liquor Board and will ensure that this is done 
in the forthcoming financial year.

Evaluation of Financial Statements

The Audit Committee has:

 reviewed and discussed the audited Annual Financial Statements
 to be included in the Annual Report, with the Auditor-General
 and the Accounting Officer;
 reviewed the Auditor-General’s management report and

 Management’s response thereto; 
 reviewed the Department’s compliance with legal and regulatory

 provisions; and 
 reviewed 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.
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Internal Audit 

The Audit Committee is satisfied that the Internal Audit plans 
addresses a clear alignment with the major risks, adequate 
information systems coverage, a good balance between different 
categories of audits, i.e. risk-based, mandatory, performance and 
follow-up audits and involvement and support by Management.

The Audit Committee has noted considerable improvement in the 
communication between the Executive Management, the Auditor-
General and the Internal Audit Function, which has strengthened the 
Corporate Governance initiatives.

The Audit Committee wishes to stress that in order for the Internal 
Audit Function to operate at optimal level as expected by the Audit 
Committee, it requires more capacity and skills. 

Risk Management

Progress on entity’s risk management was reported to the Audit 
Committee on a quarterly basis.  The Audit Committee is not satisfied 
that the actual management of risk is receiving attention and the 
areas of revenue management and asset management still require 
significant improvement.  Management must take responsibility for 
the managing of risk in their respective areas of work. This area will 
be closely monitored during 2013/14 financial year.  
Forensic Investigations

The Audit Committee is not entirely satisfied that the forensic 
investigations are properly reported with age-analysis of all reported 
issues indicated.  Details of results in respect of investigations 
conducted as a result of calls through the fraud hotline were not 
provided to the Committee. This is an area of improvement going 
forward.

One-on-One Meetings with the Accounting Officer

The Audit Committee has met with the Accounting Officer from the 
Department of Economic Development to address unresolved issues 
relating to the Gauteng Liquor Board. 

One-on-One Meetings with the Executive Authority

The Audit Committee has met with the Executive Authority for 
the Department of Economic Development to apprise him on the 
performance of the Gauteng Liquor Board.

Conclusion

The Committee concurs in general with the conclusions of the 
Auditor-General on the Annual Financial Report of the entity for the 
year ended 31st March 2013.

The Committee has once again taken note of the concerns 
of the Auditor-General and accepts that there is further room 
for improvement in the areas of asset management, revenue 
management, expenditure and the internal control environment. 
The Audit Committee will ensure that the internal audit plan 
addresses these issues and will monitor the implementation of the 
recommendations contained in the Auditor-General’s Report. 

I would like to thank all members of the Committee for their 
contribution and the professional way in which meetings were 
conducted.  To the Honorable MEC, Acting Chief Executive Officer 
and the staff of the Gauteng Liquor Board, the Committee wishes to 
express its sincere appreciation for the progress made this year and 
the manner in which the Entity engaged with the Audit Committee.

Mr Vishnu Naicker,
Chairperson of the Audit Committee
31 July 2013
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rEPOrT OF THE AUDITOr-
GENErAL TO THE GAUTENG 
PrOVINCIAL LEGISLATUrE ON 
GAUTENG LIqUOr BOArD

Report on the Financial Statements

Introduction

1.  I have audited the financial statements of the Gauteng 
Liquor Board set out on pages 142 to 157, which comprise, 
the statement of financial position as at 31 March 2013, the 
statement of comprehensive income, statement of changes in 
equity and statement of cash flows for the year then ended, 
and the notes, comprising a summary of significant accounting 
policies and other explanatory information. 

Accounting Officer’s Responsibility for the 
Financial Statements

2.  The accounting officer is responsible for the preparation and fair 
presentation of these financial statements in accordance with 
the South African Standards of Generally Recognised Accounting 
Practice (SA Standards of GRAP and the requirements of the 
Public Finance Management Act 1. 2009 (Act No.1 of 1999) 
(PFMA) for such internal control as the accounting officer 
determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether 
due to fraud or error.

 
Auditor-General’s Responsibility 

3.  My responsibility is to express an opinion on these financial 
statements based on my audit. I conducted my audit in 
accordance with the Public Audit Act of South Africa, 2004 
(Act No. 25 of 2004) (PAA), the General Notice issued in 
terms thereof and International Standards on Auditing.  Those 
standards require that I comply with ethical requirements and 
plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material 
misstatement.

4.  An audit involves performing procedures to obtain audit 
evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud 
or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness 
of the entity’s internal control. An audit also includes evaluating 
the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, 
as well as evaluating the overall presentation of the financial 
statements. 

5. I believe that the audit evidence I have obtained is sufficient and 
appropriate to provide a basis for my qualified audit opinion.

Basis for Qualified Opinion

Revenue and Receivables

6.  The trading entity did not have adequate internal controls 
to maintain records of revenue from liquor licenses, due to 
inadequate record keeping. The entity’s records did not permit 
the application of alternative audit procedures regarding 
liquor licenses revenue. Consequently, I was unable to obtain 
sufficient appropriate audit evidence to satisfy myself as to 
the completeness of licensing revenue amounting to R26 643 
000. I was also unable to satisfy myself with the completeness, 
valuation, existence and cut off of the related receivable.

Opinion

7.  In my opinion, except for the effects of the matters described 
in the Basis for qualified opinion paragraphs, the financial 
statements present fairly, in all material respects, the financial 
position of the Gauteng Liquor Board as at 31 March 2013 
and financial performance and cash flows for the year then 
ended, in accordance with the SA Standard of GRAP and the 
requirements of the PFMA.

Emphasis of Matter 

8.  I draw attention to the matter below. My opinion is not 
modified in respect of this matter.

Restatement of Corresponding Figures

9.  As disclosed in note 4 to the financial statements, the 
corresponding figures for 31 March 2012 have been restated as 
a result of an error discovered during 2012/13 in the financial 
statements of the Gauteng Liquor Board at, and for the year 
ended, 31 March 2012.

Report on Other Legal and Regulatory 
Requirements

10. In accordance with the PAA and the General Notice issued 
in terms thereof, I report the following findings relevant to 
performance against predetermined objectives, compliance 
with laws and regulations and internal control, but not for the 
purpose of expressing an opinion.

Predetermined Objectives 

11.  I performed procedures to obtain evidence about the usefulness 
and reliability of the information in the annual performance 
report as set out on pages 24 to 65 of the annual report. 

12.  The reported performance against predetermined objectives was 
evaluated against the overall criteria of usefulness and reliability. 
The usefulness of information in the annual performance report 
relates to whether it is presented in accordance with the 
National Treasury’s annual reporting principles and whether the 
reported performance is consistent with the planned objectives. 
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 The usefulness of information further relates to whether 
indicators and targets are measurable (i.e. well defined, 
verifiable, specific, measurable and time bound) and relevant 
as required by the National Treasury Framework for managing 
programme performance information.

The reliability of the information in respect of the selected objectives 
is assessed to determine whether it adequately reflects the facts (i.e. 
whether it is valid, accurate and complete).

13.  There were no material findings on the annual performance 
report concerning the usefulness and reliability of the 
information.

Additional Matter

14. Although no material findings concerning the usefulness and 
reliability of the performance information was identified in the 
performance report, I draw attention to the following matter 
below.

Achievement of Planned Targets

15.  Of the total number of 11 targets planned for the year, 3 of targets 
were not achieved during the year under review. This represents 
27% of total planned targets that were not achieved during the 
year under review.

Compliance with Laws and Regulations

16.  I performed procedures to obtain evidence that the entity 
has complied with applicable laws and regulations regarding 
financial matters, financial management and other related 
matters. My findings on material non compliance with 
specific matters in key applicable laws and regulations as 
set out in the General Notice issued in terms of the PAA are 
as follows: 

Annual Financial Statement 

17. The financial statements submitted for auditing were not 
prepared in all material respects in accordance with the 
requirements of section 40(1) of the PFMA as material 
adjustments were identified during the audit. As reported in 
Section 2, Part A above, some of the material misstatements 
in disclosure items identified by the auditors were corrected, 
however the uncorrected misstatements resulted in the financial 
statements in qualified opinion. 

Expenditure Management

18.  The accounting officer did not take adequate steps to prevent 
irregular expenditure, as required by section 38(1)(c)(ii) of 
the Public Finance Management Act and  National Treasury 
Regulation 9.1.1.

19. Contractual obligations and money owed by the department 
were not always settled within 30 days or an agreed period, as 
required by section 38(1)(f) of the Public Finance Management 
Act and Treasury Regulation 8.2.3. 

Revenue Management

20.  Penalties were not always charged on late renewals as required 
by section 100 of the Gauteng Liquor Act.

21. The compliance unit did not always ensure that liquor license 
traders with lapsed licenses complied with section 98 of the 
Gauteng Liquor Act and renewed. Furthermore there was not 
inspection done to ensure that liquor license holders with 
lapsed license stopped trading.

22.  Occasional licenses were issued to outlets whose primary 
business is to sell liquor which is in contravention of section 31 
of the Gauteng Liquor Act.

Asset Management

23.  Due to the number of errors identified during the review of the 
asset register and process undertaken by management to verify 
its assets, the Accounting officer did not adequately safeguard 
assets in contravention of section 38(1) d of the Public Finance 
Management Act No.1 of 1999.

Internal Control

24.  I considered internal control relevant to my audit of the financial 
statements, the performance report and compliance with laws and 
regulations. The matters reported below under the fundamentals 
of internal control are limited to the significant deficiencies that 
resulted in the basis for qualified opinion and the findings on 
compliance with laws and regulations included in this report. 

Leadership

25. Management did not provide adequate oversight responsibility 
regarding financial reporting and compliance and related 
internal controls.

financial and Performance Management

26.  The financial statements and information supporting disclosure 
notes was not adequately reviewed for completeness and 
accuracy prior to their submission for audit.

27.  Management did not adequately review and monitor controls 
with laws and regulations.

28.  Monthly revenue reconciliation prepared were not adequate 
to address completeness of revenue as compliance unit is not 
involved in the processes of reconciling revenue received to 
database held.

Johannesburg
31 July 2013
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    Restated
  Note 2013 2012
   R’000 R’000

ASSETS    

Non-current Assets   
Property, plant and equipment 4 1 408 2 865
   
Current Assets  9 998 827
Cash and cash equivalents 6 9 369 515
Trade and other receivables 5 629 312

Total Assets  11406 3692

Liabilities   
   
Current Liabilities  8 471 10 983
Trade and other payables 7 8108 10 533
Provisions 8 363 450
   
Total Liabilities  8 471 10 983
   
Equity   
Accumulated surplus/(loss)  2 935 (7 291)
Total Equity   2 935 (7 291)

Total Equity and Liabilities  11 406 3 692

STATEMENT OF FINANCIAL POSITION
foR the YeAR eNded 31 mARCh 2013
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  Note 2013 2012
   R’000 R’000

REVENUE

Sale of goods and rendering of service 17 26 643 24 369
Transfers and subsidies  32 670 15 100
Finance income/interest 9 29 17
Other Income 9 561 44

Total Revenue  59 903 39 530
   
Expenditure   

Staff costs  (23 084) (22 291)
Goods and services 10 (28 348) (20 622)
Loss on disposal of assets  (205)  –
Depreciation and amortization  (1 255)  (873)

Total Revenue   (52 892) (43 786)

Profit/(Loss) for the Year  7 011 (4 256)

STATEMENT OF COMPrEHENSIVE INCOME
foR the YeAR eNded 31 mARCh 2013
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STATEMENT OF CHANGES IN EqUITY
foR the YeAR eNded 31 mARCh 2013

   Accumulated Total
   surplus/(deficit) 
   R’000 R’000

Balance at 1 April 2012 as restated  (7 291) (7 291)

Adjustments
Prior year reversals  3 215 3 215
Surplus/(deficit) for the year  7011 7011

Balance at 31 March 2013  2935 2935
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STATEMENT OF CASH FLOWS
foR the YeAR eNded 31 mARCh 2013

  Note 2013 2012
   R’000 R’000

Cash Flows from Operating Activities
Cash Receipts  51 409 39530
Transfers and subsidies  25 000 15 100

Sale of goods and rendering of services  26 358 24 369
Interest, dividends and rent on land  29 17
Other operating revenue  22 44
  
Cash Utilised from Operations  (42 555) (46 992)
Compensation of employees  (20 197) (23 020)
Goods and services  (22 358) (23 972)
Interest paid   
   
Net Cash Outflows from Operating Activities 13 8 854 (7 462)
   
Cash Flows from Investing Activities   
Purchase of property, plant and equipment 4 – (395)
Other movement in property, plant and equipment   
Proceeds on disposal of property, plant and equipment   
   
Net Cash Outflows from Investing Activities  – (395)
   
Net Increase/Decrease in Cash and Cash Equivalents  8 854 (7 857)
Cash and cash equivalents at the beginning of the year  515 8 372

Cash and Cash Equivalents at End of the Year   9369 515
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1. Reporting Entity

The Gauteng Liquor Board (GLB) is a trading entity of the Department 
of Economic Development – Gauteng Provincial Government and is 
domiciled in South Africa. The address of the entity’s registered office 
is Matlotlo House, 1st floor94 Main Street, Johannesburg, 2000. The 
entity is tasked with the challenge of regulating the liquor retail and 
micro manufacturing industries as stipulated by the Gauteng Liquor 
Act No. 2 of 2003.

2. Basis of Preparation

a) Statement of Compliance

The financial statements have been prepared in accordance with, 
and comply with, South African Statements of Generally Accepted 
Accounting Practice (SA GAAP) including any interpretations of such 
Statements issued by the Accounting Practices Board and the Public 
Finance Management Act, 1999 (Act No 1 of 1999). 

b) The Application of the Standards of GRAP by Trading 
Entities

It must be noted that public entities, as defined in the Public 
Finance Management Act will be reporting on South African 
Generally Recognized Accounting Practice (SA GRAP) including any 
interpretations of such Statements issued by the Accounting Practices 
Board and the Public Finance Management Act, 1999 (Act No 1 of 
1999) with effect from 1 April 2013.

c) Basis of Measurement

The financial statements have been prepared in accordance with 
the going-concern principle on the historical basis except for the 
following material items in the statement of financial position:

 The entity recognised and measured its assets for the first-time 
during the year under review by applying the following policy:

Initial measurement was measured at a deemed cost, using fair value 
at the date of initially recognising and measuring the assets.

The fair value of items of property, plant and equipment is determined 
with reference to a market based appraisal performed professionally 
by valuers. Where no evidence is available to determine the market 
value in an active and liquid market, the fair value of the item of 
property, plant and equipment is established by reference to other 
items with similar characteristics, in similar circumstances and 
location.

 Financial instruments - refer to note 3(e) below.  

d) Functional and Presentation Currency

These financial statements are presented in Rands which is the 
entity’s functional currency.  

All financial information presented in Rands has been rounded to the 
nearest thousand rands. 

e) Use of Estimates and Judgments

The preparation of financial statements in conformity with SA 
GAAP requires management to make judgments, estimates and 
assumptions that affect the application of accounting policies and 
the reported amounts of assets, liabilities, income and expenses. 
Actual results may differ from these estimates. It also requires 
management to exercise its judgment in the process of applying the 
GLB’s accounting policies. 

Estimates and underlying assumptions are reviewed on an ongoing 
basis. Revisions to accounting estimates are recognized in the period 
in which the estimates are revised and in any future periods affected.

The areas involving a higher degree of judgment or complexity 
or areas where assumptions and estimates are significant to the 
financial statements are disclosed in note 3(k) (Critical accounting 
estimates and judgments). 

3. Significant Accounting Policies

The accounting policies set out below have been applied consistently 
to all periods presented in these financial statements, except as 
explained in note 2(e), which addresses changes in accounting 
policies.

a) Revenue

Revenue from the sale of goods is recognised when significant risks 
and rewards of ownership of the goods have been transferred to 
the buyer, recovery of the consideration is probable, the associated 
costs and possible return of goods can be estimated reliably, there 
is no continuing involvement with the goods and the amount of 
revenue can be measured reliably. Transfers of risks and rewards vary 
depending on the individual terms of the contract of sale.

Revenue arising from the rendering of services is based on the stage 
of completion of the transaction at the reporting date. The stage 
of completion can be determined by reference to various methods 
such as the physical amount of work performed in relation to the 
total project when the outcome can be estimated reliably, services 
performed to date as a percentage of total services to be performed, 
the proportion that costs incurred to date bear to the estimated total 
costs of the transaction.

The main income of the GLB consists of license fees. The license fees 
(inclusive of renewals) are valid for one year. The Gauteng Liquor 
board shall recognize revenue if, and only if, the actual payment for a 
particular source of revenue has been received by the Gauteng Liquor 
Board in the bank account. This policy applies to the following source 
of revenue of the Gauteng Liquor Board:

NOTES TO THE FINANCIAL STATEMENTS
foR the YeAR eNded 31 mARCh 2013
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 Application fees for liquor licences;
 Activation fees;
 Renewals of licenses; and 
 Payment received for occasional fees.

b) Government Grants

Government grant includes allocations received during the period 
from the Gauteng Provincial Government. Government grants are 
recognised as income on a systematic and rational basis over the 
periods necessary to match the grants with the related costs which 
they are intended to compensate.

c) Property, Plant and Equipment

Property, plant and equipment is recognized  as an asset when it is 
probable that future economic benefits associated with the use of 
the asset will flow to the organisation and the cost of the item can 
be reliably measured. Property, plant and equipment are carried at 
historical cost less accumulated depreciation and impairment losses. 

Residual values are reviewed annually and any fair market value gains 
treated as capital reserves.

All cost associated with development and maintenance of computer 
software programmes are recognized as an expense when incurred 
and cost related to the upgrades of existing computer software by 
developers is capitalised when incurred and the amount is above the 
threshold for capitalization.

Depreciation on property, plant and equipment is calculated using 
the straight-line method to allocate their cost (including capitalised 
leased assets) over the estimated useful lives, as follows:
 
Computer Equipment                             20% - 33, 33% per annum
Leasehold Improvements                                  33, 33% per annum
Office Furniture and Fittings                   11% - 16, 67% per annum

An asset’s carrying amount is written down immediately to its 
recoverable amount if the carrying amount is greater than its 
estimated recoverable amount. Gains and losses on disposals are 
determined by comparing the proceeds with the carrying amount. 
These are included in profit or loss.

d) Impairment

At each balance sheet date, the GLB reviews the carrying amounts 
of its assets to determine whether there is any indication that the 
assets may be impaired. If any such indication exists, the recoverable 
amount of the asset is estimated in order to determine the extent of 
the impairment loss (if any). Where it is not possible to estimate the 
recoverable amount for an individual asset, the recoverable amount is 
determined for the cash-generating unit to which the asset belongs.
If the recoverable amount of an asset (cash-generating unit) is 
estimated to be less than its carrying amount, the carrying amount of 
the asset (cash-generating unit) is reduced to its recoverable amount.  
Impairment losses are immediately taken to the income statement 
and reversals are recouped the income statement, unless the relevant 
asset is carried at a revalued amount under another standard, in 
which case the impairment loss is treated as a revaluation decrease 
under the standard. 

 e) Leases

(1) Operating Lease

Leases where the lessor retains and rewards of ownership of the 
underlying assets are classified as operating leases. Rentals payable 
under operating leases are charged to the income statement on a 
straight line basis over the period of the lease.

(2) Finance Lease

Leases are classified as finance leases whenever the terms of the lease 
transfer substantially all the risks and rewards of ownership to the 
lessee. 

Assets held under finance leases are recognised as assets at their 
fair value at the date of acquisition. The corresponding liability 
to the lessor is included in the statement of financial position as a 
finance lease obligation. Finance costs, which represent the difference 
between the total leasing commitments and the fair value of the assets 
acquired, are charged to the statement of financial performance over 
the term of the relevant lease so as to produce a constant periodic 
rate of interest on the remaining balance of the obligations for each 
accounting period. 

f) Financial Instruments

Financial assets and financial liabilities are recognised on the GLB 
balance sheet when the GLB becomes a party to the contractual 
provisions of the instrument. Financial instruments are initially 
measured at cost. Subsequent to initial recognition these instruments 
are measured as set out below.

(1) Trade and Other Receivables

Receivables are initially recognised at their fair values and reduced 
by appropriate allowances for estimated irrecoverable amounts, but 
are carried at amortised cost using the effective interest rate method 
at year end.

(2) Cash and Cash Equivalents

Cash and cash equivalents are carried on the statement of financial 
position at cost. For the purpose of the cash flow statement, cash and 
cash equivalents comprise cash on hand and bank current accounts.

(3) Trade and Other Payables

Trade and other payables are stated at their amortised cost.

g) Financial Risks and Guarantees

The GLB exposure to credit risk with respect to trade and other 
receivables is low as revenue is recognised when license fees are paid 
over to revenue agent. The Liquidity risk is significant as the GLB has 
been experiencing difficulty in meeting obligations associated with 
financial instruments. Guarantees are treated as a contingent liability.
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h) Provisions

Provisions are recognised when the GLB has a present legal or 
constructive obligation is as a result of a past event, it is probable that 
an outflow of resources will be required to settle the obligation and a 
reliable estimate of the amount can be made. Employees’ entitlement 
to annual leave and bonuses represents a present obligation to pay 
as a result of employee’s service. Provisions are measured at current 
salary rates and discounted to present value where the effect of the 
time value of money is material.

The GLB has exposure to some onerous contracts where the futuristic 
commitment on the party of the entity does not justify the benefit 
derived. The expenditure on such contracts is provided annually and 
treated as wasteful. 

i) Related Parties

GLB operates in an economic environment currently dominated by 
entities directly or indirectly owned by the South African government. 
As a result of the constitutional independence of all three spheres of 
government in South Africa, only parties within the national sphere 
of government will be related parties. Related parties also include 
key management personnel, which are persons having authority and 
responsibility for planning, directing and controlling the activities of 
the entity, directly or indirectly.

j) Critical Accounting Estimates and Judgments

The GLB makes estimates and assumptions concerning the future. 
The resulting accounting estimates will, by definition, seldom equal 
the related actual results. Estimates and judgments are continually 
evaluated and are based on historical experience and other factors, 
including expectations of future events that are believed to be 
reasonable under the circumstances. The estimates and assumptions 
that have a significant risk of causing material adjustments to the 
carrying amounts of assets and liabilities within the next financial 
year are as follows:

(1) Estimates of Residual Values and Useful 
Lives of Equipment

The GLB reassesses annually the residual values and remaining 
useful lives of fixed assets. The residual values of these assets have 
been estimated as the amount that the GLB would currently obtain 
from disposal of each asset, in its current location, if the asset were 
already of the age and in the condition expected at the end of its 
useful life. The useful life is estimated as the period over which an 
asset is expected to be available for use by the GLB. Technological 
innovation and maintenance programmes impact the useful lives and 
residual values of the assets.

(2) Contingent Liabilities

Management applies its judgment to the patterns and advice it 
receives from its attorneys, advocates and other advisors in assessing 
if an obligation is probable, more likely than not, or remote. This 
judgment application is used to determine whether the obligation is 
recognised as a liability or disclosed as a contingent liability.

k) Irregular, Fruitless and Wasteful Expenditure

Irregular expenditure means expenditure incurred in contravention 
of, or not in accordance with, a requirement of any applicable 
legislation, including:
 The PFMA, or
 Any national/provincial legislation providing for procurement

 procedures in that national/provincial government.

Fruitless and wasteful expenditure means expenditure that was 
made in vain and would have been avoided had reasonable care 
been exercised.

All irregular, fruitless and wasteful expenditure is charged against 
income in the period in which it is incurred.

l) Employee Benefits

Short term employee benefits

Short term employee benefits are recognised as an expense when 
an employee has rendered service to the GLB that entitles the 
employee to the short term benefits. The amount of the expense is 
the undiscounted amount of the short term employee benefits that 
are expected to be paid in exchange for that service.

ii) Retirement Benefits

The GLB provides retirement benefits for certain of its employees 
through a defined benefit plan for government employees. These 
benefits are funded by both employer and employee contributions. 
No provision is made for retirement benefits in the Annual Financial 
Statements of the GLB. Any potential liabilities are disclosed in the 
Annual Financial Statements of the National Revenue Fund and not 
in the Annual Financial Statements of the GLB. 

m) Comparative Figures

Comparative figures have been adjusted to conform to changes in 
presentation in the current year where necessary.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS
foR the YeAR eNded 31 mARCh 2013

4. Property, Plant and Equipment

   Computer Capitalised  Leasehold Furniture Total 
   Equipment Leased Improvements 
    Equipment
   R’000 R’000 R’000 R’000 R’000

31 March 2013
Carrying amount at the beginning of year  1 537 – – 1 328 2 865
Gross carrying amount  3 855 836  4 332 2 269 11 292
Accumulated Depreciation  (2 318)  (836) (4 332)  (941) (8 426)
Additions/Revaluations  – – – – –
Depreciation for the year   (767) – – (488) (1 255)
Disposal – cost  (343) (836) (4 332) (383) (5 894)
Disposal – Accumulated depreciation   278 836  4 332 245 5 689
Carrying amount at the end of the year  705 – – 703  1 408
Gross carrying amount  3 512  – – 1 886  5 399
Accumulated Depreciation  (2 807)  –   – (1 183) (3 991)

31 March 2012
Carrying amount at the beginning of year  868 211 971 1 294 3 344
Gross carrying amount  3 827 836 4,332  1 903 10 897 
Accumulated Depreciation  (2 957) (625) (3 361) (609) (7 553)
Additions/Revaluations  28   366 395
Depreciation for the year( refer note 21)  639 (211) (971) (332) (1 162)
Disposals     
Carrying amount at the end of the year  1 537 – – 1 328 2 865
Gross carrying amount  3 855 836  4 332 2269 11 292
Accumulated Depreciation  (2 318) (836) (4 332)  (941) (8 426)
 
      2013 2012
      R’000 R’000

5. Trade and Other Receivables

Staff debtors     2 134
Accrued penalties on overdue license fees     539                –
Deferred lease      88  178 

Gross total trade and other receivables     629 312

Onerous contracts     – –

6. Cash and Cash Equivalents

Cash and cash equivalents     9 369 515

Total      9 369 515
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      2013 2012
      R’000 R’000

7. Trade and Other Payables

Trade payables  
Accruals     1 794 4 735
Unaccounted deposits     373 –
Employees related       2 526  2 070
Inter departmental balances     3 415 3 728

Total trade and other payables     8 108 10 533

8. Provisions

Performance Bonus     363 450
Other 

Closing carrying amount     363 450

Movement in balance:

Balance 1 April 2012      450  519
Unused amounts reversed      (87)  (69)

Balance 31 March 2013      363  450

9. Other Income

Interest Received     29 17
Penalties on overdue license fees     539                 –
Miscellaneous Income     22 44

Total other income     590 61

10. Surplus/Deficit for the Year

The surplus/(deficit) for the year is stated after taking the following into account

Administrative fees      292 3 146 
Advertising     258 154 
Assets less than capitalisation threshold      – –
Audit cost      438  303 
Bad debts written off      122 (472) 
Bursaries (employees)      –  18
Communication     86  406 
Computer services      210  – 
Consultants, contractors and agency/outsourced services    13 781  14 385 
Courier and delivery costs       –  –
Entertainment     589 142 
Inventory consumed      518  – 
Maintenance, repairs and running costs      –   332 
Operating leases      5159 254 
Owned and leasehold property expenditure     3 227 1 047 
Travel and subsistence      226   318 
Training and staff development      987   –
Venues and facilities     1 251   256 
Other operating expenditure     1 204   333 

      28 348 20 622
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
foR the YeAR eNded 31 mARCh 2013

11. Senior Manager’s Remuneration 

   Basic  Medical Other Service Total
   salary and benefits bonus
    pension
   R’000 R’000 R’000 R’000 R’000

31 March 2013
MMMothlake  180  167  36 383
PN Tsokolibane  436  291  727

   616 – 458 36 1 110

12. Operating Lease Commitments

     Up to 1 1 to 5 Total
     Year Years
     R’000 R’000 R’000

31 March 2013
Buildings    2 070  1 775 3 845

31 March 2012   
Buildings     1 631 1 524 3 137

13. Reconciliation of Surplus (Deficit) to Cash Generated by Operations

      2013 2012
      R’000 R’000

Surplus/(deficit) for the year     7 011 (4 256)

Adjustment for      1 460 874
Depreciation and amortisation     1 255 874
Loss on disposal of assets     205 –
  
Working capital changes     922 (4 080)
Increase/(Decrease) in trade and other receivables     (317) (3)
Increase/(Decrease) in trade and other payables     787 (4 077)
Increase/(Decrease) in provisions     (87) –

Cash generated from operating activities     8 854 (7 462)

14. Taxation

The Gauteng Liquor Board is exempt from Income Tax in terms of section 10 (1) of the Income Tax Act
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15. Related Parties

Department of Economic Development

The Gauteng Liquor Board is currently operating as a trading GLB under the administration of the Department of Economic Development. The 
GLB had been experiencing cash flow difficulties and therefore the department has settled some of the liabilities on behalf of the GLB. The 
outstanding balance is included in trade and other payables. The debt is not secured and no guarantees were given. With improved financial 
performance, the entity intends paying off the balance due.

      2013 2012
      R’000 R’000

Transactions during the year     (3 415) (3 727)

Balance outstanding at the end of the year     (3415) (3 727)

16. Financial Guarantee Contracts

The following guarantees were issued by the Department of Economic Development for employees of the Gauteng Liquor Board.

      Guarantee  Guarantee
      Amount Amount
      2013 2012
      R’000 R’000

Financial institution 
FNB Home Loans      62 43
Permanent Bank      43 16
ABSA      16 43
Standard Bank     15 –

17. Contingent Liabilities

There were no civil claims that may constitute contingent liabilities for the Agency during the year under review.

Litigations reported relate to disputes regarding the liquor licensing processes, and this nature of litigations do not constitute contingent 
liabilities to be disclosed, as the only costs incurred are only inter departmental legal costs.
  
18. Revenue

The main income of the GLB consists of license fees. The license fees (inclusive of renewals) are valid for one year. The GLB received R33 million 
in grants from the department of Economic Development. The GLB collected R27 million in respect of license fees.

The revenue (license fees) for the GLB was is from the following streams;

Renewals     22 390 21 194
New applications     1 390 722
Conversions and other     7 –
Activations     866 561
Occasional licenses      1 045 1 189
Other      945 703

Gross revenue     26 643 24 369
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
foR the YeAR eNded 31 mARCh 2013

      2013 2012
      R’000 R’000

19. Irregular, Fruitless and Wasteful Expenditure

Irregular Expenditure
Opening balance     9 202 1400
Add: Irregular expenditure – Current year     3 493 7 802
Less: Amounts condoned     (3 493) –

Total Irregular Expenditure     9 202 9 202

Analysis of irregular expenditure awaiting condonation     
Current year     – 7 802
Prior year     9 202 1 400

Total      9 202 9 202

Details of Irregular expenditure for current year

2013 Incidents Disciplinary steps taken Financial Loss Amount R’000
Ex-post factoDeviations Written Warnings issued to responsible officials. Nil 3 493
    3 493
      
       2013
       R’000

Opening balance      
Add: Irregular expenditure – Current year      3 493
Less: Amounts condoned      

Total Irregular Expenditure      3 493
     
      2013 2012
      R’000 R’000

Fruitless and Wasteful Expenditure   
Opening balance     8 140  8 140 
Add: Fruitless & Wasteful Expenditure – Current Year    1 –
Less: Amounts Condoned      –  –
Fruitless and Wasteful expenditure awaiting condonation    8 141 8140

Analysis of Expenditure awaiting condonation per age classification 
Current Year     1 –
Prior Year     8 140 8 140

Total      8 141 8 140
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20. Financial Instruments

Financial Risk Management

The Gauteng Liquor Board (Board) has exposure to the following risks from its use of financial instruments:

19.1  Credit Risk

19.2 Liquidity Risk

This note presents information about the Board’s exposure to each of the above risks, the Board’s objectives, policies and processes for 
measuring and managing risk, and the Board’s management of finance. 

The Accounting Officer has overall responsibility for the establishment and oversight of the Board’s risk management framework. 
 
19.1 Credit risk

Credit risk is the risk of financial loss to the Board if a customer/license holder, staff or counter party to a financial instrument fails to meet its 
contractual obligations, and arises principally from the Board’s receivables.
 
At year end, the Board did not consider there to be any significant concentration of credit risk which has not been adequately provided for.

Exposure to Credit Risk 
The maximum exposure to credit risk at the reporting date was:

     Note 2013 2012
      R’000 R’000

Trade receivables    5 2 134

19.2   Liquidity Risk

Liquidity risk is the risk that the Entity will not be able to meet its financial obligations as they fall due. The Entity’s approach to managing 
liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed 
conditions, without incurring unacceptable losses. The DED has in prior years, assisted the GLB with regards to payments / obligations to be made.

The following are the contractual maturities of financial liabilities, including estimated interest payments and excluding the impact of netting 
agreements: 

   31 March 2013  Carrying Contractual Less than  1-2 years >5 years 
   amount cash flows 1 year   
  
Trade and other payables  8471 8471 8471 – –

                  8471 8471 8471 – –

   31 March 2012  Carrying Contractual Less than  1-2 years >5 years 
   amount cash flows 1 year  

Restated
Trade and other payables  10 983 10 983 10 983 – –

                  10 983 10 983 10 983 – –
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)
foR the YeAR eNded 31 mARCh 2013

21.3.1  Fair Values 

The Accounting Officer is of the opinion that the carrying amount of financial instruments approximates fair value.

21.3.2 Capital Management

The Entity maintains a capital base so as to maintain investor, creditor and market confidence and to sustain future development of the business.  
The entity receives transfers from the DED as part of the programme – Governance. The GLB also generates revenue from collection of licence 
fees. Expenses are also carried by DED in instances where it is necessary.

21. Change in Accounting Estimates

In the previous year the useful lives of fully depreciated property, plant and equipment were assessed and it was concluded that the carrying 
values were fairly close to their market values. In the current year the useful lives of these fully depreciated assets were assessed and some assets 
were found to be still in usable condition and some not in usable condition. The useful lives of some items of furniture and fittings, and computer 
equipment were increased by 3 and 4 years respectively. A prospective change in estimates was applied and resulted in a decrease depreciation of 
R1 112 thousands in 2012 figures. This change in estimates has been accounted for as a correction of a prior year error in as outlined in note 22.

      2013 2012
      R’000 R’000

Furniture
Current year depreciation     488  443
Effect of a change on estimates       –  (111)
      488  332
Computer equipment
Current year depreciation      767 362
Effect of a change on estimates       –  (1 001)
       767 (639)
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22. Correction of Prior Year Errors

Operating lease straight lining was not accounted for as a deferred lease in the statement of financial position. This was corrected in the 
current year.

Expenditures to the value of R3.4million was incorrectly accrued in 2010/2011. The error was corrected in the current year. 

During the 2013 financial period the entity’s management realised that assets with a R1.00 were not correctly accounted for in the statement 
of financial position due to a calculation error. The earliest period the effect can be determined is the closing balance for the 2012 financial 
period. The prior period was adjusted retrospectively.

The effects of the restatements are as follows: 

      2013 2012
      R’000 R’000

Statement of financial position
Increase accumulated surplus       1112
Decrease in accumulated depreciation furniture       (111)
Decrease in accumulated depreciation computer       (1 001)
Increase in deferred lease      –  178 
Increase in accumulated surplus      –  (178)
Decrease in trade and other payables      3 433 –
Increase in accumulated surplus      (3 433) –

Statement of financial performance
Decrease in depreciation     873  –
Increase in profit on disposal of assets     213 –

23. Comparative Figures

Certain comparative figures have been reclassified.

The effect of the reclassification is as follows:

Statement of financial position
Trade and other payables     – 1 620
Provision     – (1 620)
 

24. Contingent Assets

During 2010 licenses holders were requested to convert their old licenses in terms of the Liquor Act to new licenses. Certain license holders 
refused to convert their licenses and opted to take the liquor board to court. The court resolved in their favor and issued an order to the effect 
that it exempted them from paying annual license renewal fees since then to date. The liquor Board has taken steps to get the court order lifted 
and allows these license holders to begin paying their annual license renewal fees. It is not known at this stage when will this order going to be 
lifted and the matter resolved and when will the licenses holders begin to pay their annual license renewal fees. The estimated annual license 
renewal fees are R1 680 000.
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