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CHAPTER | ONE
GENERAL INFORMATION

A. SUBMISSION OF ANNUAL REPORT TO THE EXECUTIVE   
 AUTHORITY
The submission of this Annual report to the Responsible Member of the Executive Council for the Department of 
Economic Development, Tourism, and Environmental Affairs, in the Free State is done in terms of Section 20(2) of the 
Free State Tourism Authority Act, 2011 (Act no. 4 of 2011) and Section 55(1) of the Public Finance Management Act, 
1999 (Act no.1 of 1999 as amended).

Applicable Acts and other Information

The Free State Tourism Authority (FSTA) is a statutory body established in terms the Free State Tourism Authority Act, 
2011 (Act no. 4 of 2011). Its focus and mandate according to the Act is to market and promote tourism in the Free State. 
The FSTA reports to the Department of Economic Development, Tourism and Environmental Affairs (DETEA), which is 
currently under the leadership of the Honourable MEC, Mr. M. Zwane.

VISION
For the Free State to be the number one tourism destination of choice. 

MISSION STATEMENT
To market Free State as a tourism destination and mobilize all key stakeholders towards the creation of sustainable 
tourism industry characterized by diversity, value for money and hospitality, as well as to facilitate an environment for 
new tourism development opportunities.

VALUES
•	 Integrity
•	 Commitment

STRATEGIC OBJECTIVES
The role of the FSTA is mainly to focus on the marketing and promotion of the Free State Province as the tourism 
destination, particularly as the preferred inland destination that is at the centre of the country. 

Our centrality is a unique feature that could provide competitive advantage for the Province compared to the others. 
The Province’s  scenic beauty must be explored; experienced, while other unique attractions such as fresh water sport 
(aqua sport), heritage sites, rich cultural and historical experiences and the advantage of easy access to and by the other 
Provinces, especially those having seas, must be fully utilized. 
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It is for the reasons stated above that the FSTA has developed as its four key strategic goals for the next three years as 
outlined below; 

•	 The	development	and	maintenance	of	new	and	existing	state	owned	tourism	infrastructure	in	the	province	in		
 support of an increase in the tourism offerings, 
•	 The	lobbying	for	and	hosting	of	major	cultural	and	sporting	events	and	promote	Free	State	as	a	preferred		 	
 tourism destination of choice,
•	 The	generation	and	provisioning	of	tourism	development	information,	trends	and	statistics	for	effective		 	
 management of the tourism portfolio in the province
•	 The	forging	of	new	partnerships	and	strengthen	existing	ones	to	facilitate	effective	stakeholder	management

The	above	stated	goals	have	supporting	strategic	and	measurable	objectives,	indicators	and	targets	that	would	be	
monitored to determine progress in order to ensure moving towards achievements of the goals.

The performance of the CEO, Management and all the staff members is aligned and will reviewed annually to ensure 
achievement of what is intended, to be achieved in both Strategic Plan (SP) and Annual Performance Plan (APP).

The	strategic	objectives	have	been	developed	according	to	the	main	division	of	the	Entity	and	further	details	on	them	
are dealt with under the relevant programs in Part B of this document.

•	 To	develop	and	maintain	tourist	resorts	and	nature	reserves	belonging	to	the	provincial	government.
•	 To	upgrade	and	maintain	the	Phakisa	Race	Track	to	world	class	standards.
•	 To	create	a	presence	of	the	FSTA	in	all	the	districts	of	the	province	to	promote	its	goals	and	objectives.
•	 To	support	and	encourage	all	private	sector	and	PPP	tourism	infrastructure	development	in	the	province.
•	 To	lobby	and	host	at	least	two	major	conferences	in	the	province	each	year.
•	 To	lobby	and	host	at	least	two	major	race	events	at	the	Phakisa	Race	Track	in	Welkom	each	year.	
•	 To	lobbying	for	the	staging	of	at	least	two	sporting	tournaments	a	year	in	the	province.	
•	 To	develop	comprehensive	database	of	tourist	providers,	products	and	contact	details	in	the	province.
•	 Coordinate	information	on	the	performance	of	tourism	sector
•	 To	develop	a	stakeholder	engagement	strategy	to	inform	and	guide	the	activities	of	the	FSTA	and	its		 	
 stakeholders in their partnerships and relationship,
•	 To	create	a	Provincial	Tourism	Stakeholder	Structure	and	one	for	each	District	for	effective	coordination	of		
 tourism activities across the province,
•	 To	build	strategic	partnerships	with	Local	Economic	Development	units	of	District	Municipalities	in	the		 	
 province to leverage res,
•	 To	build	a	network	of	tourism	providers	for	the	purpose	of	discussing	and	shaping	tourism	products	and		 	
 coordinating the implementation of tourism standards and norms in the province.
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B.  STATEMENT BY THE CHAIRPERSON:
It is a privilege and an honour to report on the performance of the Free State Tourism Authority. During the year under 
review the entity has taken strides to improve internal controls to position the entity to face with mammoth challenges 
that	it	needed	to	perform	as	they	emanate	from	the	key	strategic	objectives.	

By	the	end	of	the	year	under	review	the	Board	managed	to	achieve	the	majority	of	these	objectives	and	for	that,	we	are	
grateful of the efforts put in by the Board members in their various responsibilities in the board work as well as within 
the sub-committees. 

Significant progresses have been done in regard to improvement on the corporate governance issues and the policy 
development and improvement thereof. Pockets of challenges have been experience in equating our marketing 
campaigns to product development. Lack of being in charge of the tourism development dampened our vigour to move 
with considerable speed in marketing the province. The fact that tourism development was not under the same umbrella 
with the marketing the entity could not dispatch campaigns as they did not talk directly to the development aspect of 
the industry. 

Despite these challenges the current crop of Board members management to remain focus and work above all these 
hiccups in making sure that the FSTA achieve positive outcomes. 
   

___________________________                                                                                    
Mr. G. Netshivhodza
Chairperson
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C. STATEMENT OF RESPONSIBILITY
The members of the Board are responsible for monitoring the integrity and preparation of the financial statements and 
the related information included in the annual report.

Internal and Accounting Controls

In order for the Board to discharge its responsibilities, management has developed and maintains on an ongoing 
basis, a series of internal and accounting controls, which have been designed to provide reasonable assurance as to 
the integrity and reliability of the financial records of the entity and to safeguard and maintain accountability of the 
entity’s assets.

Management and the Finance Committees of the entity regularly review the system of internal control and these are 
modified and improved as operating conditions changes.

To this end, a comprehensive budgeting and reporting system has been developed which operates within strict 
deadlines and monitored by the Finance Committees of the entity.

The entity did not have the Audit Committee for the financial year under review.
 
Annual Financial Statements

The annual financial statements are prepared in accordance with Statements of Generally Recognized Accounting 
Practice	in	conjunction	with	the	Generally	Recognized	Accounting	Practice	as	well	as	the	reporting	requirements	of	the	
Public Finance Management act.

The annual financial statements are prepared in accordance with appropriate accounting policies detailed in the 
notes	thereto	and	which	are	supported	by	reasonable	and	prudent	judgments	and	estimates,	and	fairly	present,	in	all	
material respects, the entity’s financial position and the results of its operational activities as at 31 March 2014.

The annual financial statements have been prepared on the going concern basis as the Board Members have every 
reason to believe that the entity has adequate resources in place to continue operations for the year ahead.

The annual financial statements for the year ended 31 March 2014, set out on pages 26 to 63, were approved by the 
accounting authority in terms of section 51 (1) (f) of the Public Finance Management Act, 1999 (Act No. 1 of 1999), as 
amended, and are signed on its behalf by:

______________________                                                           _______________________
G. Netshivhodza                                                                 D. Pillay
Chairperson                                                                                           Chief Executive Officer
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CHAPTER | TWO
A. REPORT BY ACCOUNTING AUTHORITY FOR THE YEAR   
 ENDED 31 March 2014

1. ADMINISTRATIVE INFORMATION
Mr. G. Netshivhodza (Chairperson)
Mr. L.L. Moahlodi (Resigned)
Ms. B. Khethelo (Resigned)
Mr. E. Mahabane
Mrs. P. Rantsoareng
Ms. S. Lebusa
Mr. D. Naidoo

CHIEF EXECUTIVE OFFICER 
  
Mr. D.Pillay

CHIEF FINANCIAL OFFICER                                                                                                          
Mr. L. F. Kalane

POSTAL ADRESS    PHYSICAL ADRESS                                                                                           
Private Bag X 20805     1st Floor Koupis Building                                     
Bloemfontein	 	 	 	 	 	 99	Presidents	Reitz	Street,	Westdene																																																		
9300                                                                                              Bloemfontein, 9301                                                        

TELEPHONE     FAX
+27 51 411 4300      +27 51 444 0296
       +27 51 444 0297      

PRINCIPAL BANKERS                                              
ABSA
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BOARD MEETINGS

NAME BOARD FINANCE 
COMMITEE

HR COMMITTEE MARKETING 
COMMITTEE

No. P. No. P. No. P. - -

Mr. G. Netshivhodza 3 3 - - - - - -

Mr. E Mahabane 3 3 - - - - 1 1

Ms. B. Khethelo 3 1 - - 1 1 1 1

Mr. L.L. Moahlodi 3 1 1 1 1 1 1 1

Mrs. S. Lebusa 3 3 1 1 1 1 1 1

Mrs. P. Rantsoareng 2 1 0 0 0 0 0 0

Ms. D. Naidoo 2 2 0 0 0 0 0 0

BOARD MEMBERS EMOLUMENTS:
Details regarding Board member emoluments are reflected in Note 17 to the Annual Financial Statements.

2. SERVICES RENDERED BY THE BOARD AS A PUBLIC ENTITY
    
The entity is charged with ensuring effective and efficient marketing of tourism both locally and internationally, 
promotion of tourism and development of sustainable tourism within the province.

3. PERFORMANCE REPORT
 Performance report for the year ended 31 March 2014

Strategic Objective: To ensure the effective management of the entity

Program 1: Administration
Subprogram 1.1 Office of the CEO

Office of the CEO Planned Outcomes 2013/14 (Activities and Targets)

Performance Indicator Annual Target Actual Target Achieved Reason(s) for 
variations

Monitoring  compliance to 
the Legislations governing 
the entity

Monitoring of 
compliance with the 
Legislations 

Finance and HR policies have 
been reviewed

None
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Performance Indicator Annual Target Actual Target Achieved Reason(s) for 
variations

Build relationships with 
relevant stakeholders

Engagement and 
involving stakeholders in 
the affairs of the entity

Engage the stakeholders 
during the Tourism Indaba

Engage the stakeholders 
during Macufe, Cherry 
Festival &Jazz, F1 & F2 
Powerboat

Attended the Minmec & 
Miptech

None

Subprogram 1.2 Finance

Finance Planned Outcomes 2013/14 (Activities and Targets)

Performance Indicator Annual Target Actual Target Achieved Reason(s) for 
variations

Development of the 
Annual Performance Plan 
and submit by the required 
Legislated timeframes

First draft - by 
August, Second draft 
– by November, Final 
document - by February

Submitted on the 16th 
August 2013

None

Timely submission of 
quarterly and monthly 
reports

 15 days after the end of 
each month and quarter

Quarterly financial and non-
financial reports have been 
submitted in accordance 
with the prescribed deadlines

None

All identified non-
compliances to policies, 
procedures, legislation 
followed up/reported 
within a month of 
identification.

 During the financial 
year

3X 30 Days Payment 
Reports, 3X Key Control 
Matrix Reports, 3X Bank 
Reconciliations, 3X Assets 
Monitoring Reports, 2X 
Annual procurement Plan

None
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Review, develop and 
implement and monitor 
finance policies

During the financial year The following policies have 
been reviewed:

Cell Phone Policy, Telephone 
Policy, 3G Policy, SCM Policy

Terms of references

IT Strategy

Materiality & significance 
framework

Terms of references

Risk assessment

IT Strategy approved

The following policy has 
been developed:

Delegations of Authority 
Policy

None

Review, develop and 
implement and monitor 
information technology 
policies

During the financial year The following polices have 
been developed:

Security Policy, IT 
Governance Framework, IT 
Strategy

IT Strategy

None

Subprogram 1.3 Corporate Services

Corporate Services Planned Outcomes 2013/14 (Activities and Targets)

Performance Indicator Annual Target Actual Target Achieved Reason(s) for 
variations

Review, develop and 
implement and monitor 
Human Resources policies

Review and develop new 
policies

Achieved (Recruitment 
and Selection – Reviewed, 
Disciplinary and Grievance 
Procedure –Developed)

Acting allowance, Housing 
allowance

Retention & Employee 
Wellness

Retention & Employee 
Wellness

Medical Aid Policy

None
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To implement the health 
and safety programme

Implement health and 
safety programme

Achieved (Daily inspections 
of hazardous spots)

On-site training of OHS reps

Cancer, high blood and 
cholesterol testing

None

To implementation the 
performance management 
system

Implement performance 
management system

Quarterly Performance 
reports for April 2013 and 
the performance contracts 
for 2013/14 financial year.

Performance assessments 
submitted for the first 
quarter

None

Program 2: Marketing

Strategic Objectives:

2.1 The lobbying for and hosting of major cultural and sporting events and promote Free State as a 
       preferred tourism destination of choice.
2.2 The development and maintenance of new and existing of-state owned tourism infrastructure  
       in the Province in support of an increase in the tourism offerings.
2.3 The forging of new partnerships and strengthen existing ones to facilitate effective stakeholder 
       participation.
2.4 The generation and provisioning of tourism development information, trends and statistics for 
       effective management of the tourism portfolio in the province.

Marketing Planned Outcomes 2013/14 (Activities and Targets)

Performance Indicator Annual Target Actual Target Achieved Reason(s) for 
variations

On-going routine 
maintenance of the 
Phakisa race track

Maintenance of Phakisa 
Race Track

Daily maintenance of 
Phakisa race track

None

Number of marketing 
platforms to promote 
tourism routes  

4 14 The entity 
participated 
in different 
additional	projects	
of DETEA and the 
other Government 
Departments.
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Performance Indicator Annual Target Actual Target Achieved Reason(s) for 
variations

Number of routes with 
adequate signage

3 1 There were budget 
constraints to 
install signage 
to all the other 
routes as planned

Number of cultural events 
hosted

4 1 There were budget 
constraints to 
host all the other 
cultural events as 
planned

Number of recreational 
events hosted

4 7 The entity was 
participated 
in different 
additional	projects	
of DETEA and the 
other Government 
Departments.

The number of events and 
conferences lobbied for 
and won

2 2 None

The number of 
employment opportunities 
created

100 155 More	casual	jobs	
were created 
as a result of 
additional motor 
racing events at 
Phakisa

Number of JMI’s 3 8 The entity 
participated in 
other events 
hosted by 
the external 
stakeholders.

Number of MOU’s 1 for each event 1 None

Location of tourism 
information

Along all tourism routes 10 The entity 
distributed 
the tourism 
information 
at each at all 
the events it 
participated in all 
the routes.
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Performance Indicator Annual Target Actual Target Achieved Reason(s) for 
variations

Number of Public Relations 
activities 

1 per quarter 5 Media 
advertisements 
were made 
for some of 
the events 
that the entity 
participated.

Annual communication 
strategy developed, 
approved and implemented 

Strategy Implemented Strategy is being developed

Not yet Approved by DETEA

The Strategy was 
not approved.

B. CORPORATE GOVERNANCE
The Free State Tourism Authority and management recognize the need to conduct the business of the entity with 
integrity and in accordance with sound corporate governance practices and are therefore dedicated to the principles of 
openness, fairness, integrity and accountability.

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

EXECUTIVE MANAGEMENT
The Management Committee is chaired by the Chief Executive Officer and comprises of the managers from the (3) 
departments within the entity, namely, Corporate Services, Finance and Marketing.

The Management Committee is entrusted with inter alia the following responsibilities:

•	 Ensuring	that	the	objectives	of	the	entity	are	achieved,	as	planned.

•	 Implementing	the	decisions	of	the	Board	and	ensuring	compliance	with	all	legislative	requirements	relevant		
 to the entity.

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

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

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

FINANCE COMMITTEE
The functions of the finance committee include the review of the budget process and recommendation of the annual 
budget for approval by the Board, the review of and recommendation of the Annual Financial Statements for approval 
by the Board and to advise the Board on all matters with financial implications.
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HUMAN RESOURCE COMMITTEE
This Committee is responsible for the reviewing of staff policies and procedures and ensuring that there is compliance 
with the relevant labour laws; also to monitor the appointment of staff as well as reviewing and controlling personnel 
costs. 

MARKETING COMMITTEE
This committee is responsible for identifying marketing opportunities and reviewing of all the events that the entity 
participate in to ensure that the entity complies with its mandate.

AUDIT COMMITTEE
The Audit Committee was appointed in March 2014 and was not effective for the year under review.

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

INTERNAL AUDIT FUNCTION
There was no internal audit performed for the year under review.

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

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

The Board, for the period under review, has set the materiality amount at R102, 190, after taking into consideration 
the business and inherent risk of its operations as well as legislative requirements.

Material facts of a quantitative nature must be disclosed when any fact is discovered exceeds the materiality figure of 
R102, 190.  All losses of a quantitative nature in respect of criminal conduct or that arose through irregular, fruitless 
and wasteful expenditure has to be reported on and disclosed in the Annual Report and Financial Statements.
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The qualitative aspects that require disclosure include the following:

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

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

•	 Commencement	or	cessation	of	a	significant	business	activity;	and	

•	 Any	identified	loss	through	criminal	conduct.

C.  NOTE OF APPRECIATION
The management of the entity wishes to express its sincere appreciation to all participants in its activities of 
compilation of the annual financial statements for the year under review, and particularly the following:

•	 The	responsible	member,	MEC;

•	 The	Chairperson	and	members	of	the	Board;

•	 The	Head	of	Department	and	Staff	of	the	Department	for	Tourism,	Environmental	and	Economic	Affairs	in	the		
 Province;

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

•	 The	Managers	and	Staff	of	the	entity	for	their	dedication	and	commitment;

•	 The	National	Department	of	Environmental	Affairs	and	Tourism;

•	 Other	Provincial	Tourism	Authorities;	and

•	 Service	providers	of	the	entity	and	Product	Owners.

____________________________
D. Pillay                                                                                                                                      
Chief Executive Officer
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REPORT OF THE AUDITOR-GENERAL TO THE FREE STATE 
LEGISLATURE ON THE FREE STATE TOURISM AUTHORITY

REPORT ON THE FINANCIAL STATEMENTS

Introduction 

1 I have audited the financial statements of the Free State Tourism Authority set out on pages 26 to 63,   
 which comprise the statement of financial position as at 31 March 2014, the statement of financial   
 performance, statement of changes in net assets and cash flow statement as well as the notes, comprising a  
 summary of significant accounting policies and other explanatory information. 

Accounting authority’s responsibility for the financial statements

2 The accounting authority is responsible for the preparation and fair presentation of these financial   
 statements in accordance with South African Generally Recognised Accounting Practice(SA Standards   
 of GRAP) and the requirements of the Public Finance Management Act of South Africa,1999 (Act No.   
 1 of 1999) (PFMA), and for such internal control as the accounting authority determines is necessary   
 to enable the preparation of the 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 audit  
 opinion.

Opinion

6 In my opinion, the financial statements present fairly, in all material respects, the financial position of the   
 Free State Tourism Authority as at 31 March 2014 and its financial performance and cash flows for the year  
 then ended, in accordance with SA Standards of GRAP and the requirements of the PFMA.
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Emphasis of matters

7 I draw attention to the matters below. My opinion is not modified in respect of these matters.

Irregular expenditure

8 Irregular expenditure of R4 712 000 (2013: R4 498 000), as reflected in note 23, was due to payments made  
 during the year in contravention with the supply chain management regulations. No matters have been   
 resolved during the year under review.

Fruitless and wasteful expenditure

9 Fruitless and wasteful expenditure of R9 702 286 (2013: R279 000), as reflected in note 22,  was due to   
 payments made for events that had not occurred and interest that was charged on late payments. The matter  
 is still in the process of being investigated.

Going concern

10 Note 20 to the financial statements indicates that the Free State Tourism Authority was aware of material  
 uncertainties relating to events or conditions which may cast significant doubt on the entity’s ability to meet  
 its financial and statutory obligations as they fall due. 

Restatement of corresponding figures

11 As disclosed in note 19 to the financial statements, the corresponding figures for 31 March 2013 have been  
 restated as a result of an error discovered during 31 March 2014 in the financial statements.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

12 In accordance with the PAA and the general notice issued in terms thereof, I report the following findings on  
	 the	reported	performance	information	against	predetermined	objectives	for	selected	programme	presented		
	 in	the	annual	performance	report,	compliance	with	legislation	as	well	as	internal	control.	The	objective	of	my		
 tests was to identify reportable findings as described under each subheading but not to gather evidence to  
 express assurance on these matters. Accordingly, I do not express an opinion or conclusion on these matters.

Predetermined objectives 

13 I performed procedures to obtain evidence about the usefulness and reliability of the reported performance  
 information for the following selected programme presented in the annual performance report of the Free  
 State Tourism Authority for the year ended 31 March 2014:

•	 Programme	2:	Marketing	(on	pages	14	to	16).

14 I evaluated the reported performance information against the overall criteria of usefulness and reliability. 

15 I evaluated the usefulness of the reported performance information to determine whether it was presented  
 in accordance with the National Treasury’s annual reporting principles and whether the reported performance  
	 was	consistent	with	the	planned	objectives.	I	further	performed	tests	to	determine	whether	indicators		 	
 and targets were well defined, verifiable, specific, measurable, time bound and relevant, as required   
 by the National Treasury’s Framework for managing programme performance information (FMPPI).

16 I assessed the reliability of the reported performance information to determine whether it was valid, accurate  
 and complete.

17 The material findings in respect of the selected programme are as follows:
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Programme 2: Marketing 

Reliability of reported performance information

18 The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store performance   
 information to ensure valid, accurate and complete reporting of actual achievements against planned   
	 objectives,	indicators	and	targets.	Significantly	important	targets	were	not	reliable	when			 	 	
 compared to the source information or evidence provided. This was due to a lack     
 of monitoring of the completeness of source documentation in support of actual achievements and a lack of  
 frequent review of the validity of reported achievements against source documentation.

Adjustment of material misstatements

19 I identified material misstatements in the annual performance report submitted for auditing on the reported  
 performance information for programme 2: Marketing. As management subsequently corrected only some of  
 the misstatements, I raised material findings on the reliability of the reported performance information.

Compliance with legislation 

20 I performed procedures to obtain evidence that the entity had complied with applicable legislation regarding  
 financial matters, financial management and other related matters. My findings on material compliance with  
 specific matters in key legislation, as set out in the general notice issued in terms of the PAA, are as follows:

Annual financial statements, performance reports and annual reports

21 The financial statements submitted for auditing were not prepared in accordance with the prescribed   
 financial reporting framework as required by section 55(1) (b) of the PFMA. Material misstatements   
 of non-current assets, current assets, liabilities, revenue, expenditure and disclosure items identified   
 by the auditors in the submitted financial statement were subsequently corrected, resulting in the financial  
 statements receiving an unqualified audit opinion.

Budgets

22 Expenditure was incurred in excess of the approved budget, in contravention of section 53(4) of the PFMA.

Consequence management

23 Sufficient appropriate audit evidence could not be obtained that effective and appropriate disciplinary   
 steps were taken against officials who incurred and permitted irregular expenditure as well as fruitless and  
 wasteful expenditure, as required by section 51(1) (e) (iii) of the PFMA.

Audit committee

24 An audit committee was not in place, as required by section 51(1)(a)(ii) of the PFMA and treasury regulation  
 27.1.1.

Internal audit

25 The accounting authority did not ensure that the internal audit function was established, as required by   
 section 51(1)(a)(ii) of the PFMA and treasury regulation 27.2.2 and 27.2.3.

Expenditure management

26 The accounting authority did not take effective steps to prevent irregular expenditure and fruitless and   
 wasteful expenditure, as required by section 51(1)(b) of the PFMA.

Procurement and contract management

27 Goods and services with a transaction value below R500 000 were procured without obtaining the required  
 price quotations, as required by treasury regulation 16A6.1.

28 Sufficient appropriate audit evidence could not be obtained that awards were only made to suppliers who   
 had submitted a declaration of past supply chain practices such as fraud, abuse of SCM system and   
 non-performance, which is prescribed in order to comply with treasury regulation 16A9.2.
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29 Sufficient appropriate audit evidence could not be obtained that contracts and quotations were awarded to  
 and accepted from suppliers whose tax matters had been declared by the South African Revenue Service to be  
 in order, as required by treasury regulation 16A9.1(d) and the Preferential procurement regulations.

30 Sufficient appropriate audit evidence could not be obtained that contracts and quotations were only   
 awarded to and accepted from bidders who had submitted a declaration on whether they are employed by  
 the state or connected to any person employed by the state, which is prescribed in order to comply with   
 treasury regulation 16A8.3.

31 Persons in service of the entity who had a private or business interest in contracts awarded by the entity   
 failed to disclose such interest, as required by treasury regulation 16A8.4.

Internal control 

32 I considered internal control relevant to my audit of the financial statements, annual performance report and  
 compliance with legislation. The matters reported below are limited to the significant internal control   
 deficiencies that resulted in the unqualified opinion, the findings on the annual performance report and the  
 findings on compliance with legislation included in this report.

Leadership

33 The accounting authority did not always take adequate measures to fill various vacant positions within   
 the entity, which resulted in inadequate exercising of oversight responsibility regarding financial and   
 performance reporting and compliance and related internal controls.

Financial and performance management

34 The accounting authority did not take adequate measures to ensure compliance with laws and regulations  
 and execution of daily disciplines as slow progress was made with the implementation of action plans and   
 monitoring processes due to a lack of adequate and sufficiently skilled resources.

Governance

35 The accounting authority did not prioritise the appointment of an audit committee and internal unit due   
 capacity constraints, which negatively impacted on internal controls.

__________________________________

Bloemfontein

31 July 2014
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Statement of Financial Performance

   2014  2013

 Note(s)  ‘000  ‘000

      
Revenue      

        

Government grants & subsidies 7   42 901   47 314 

Entry fees    715   462 

Administration and management fees received    44   150 

Track rental income    769   823 

Sundry income    229   - 

Other rental income    13   23 

Total revenue    44 671   48 772 

      

Expenditure      

      

Personnel 8   (12 047)   (13 369)

Depreciation and amortisation 4   (447)   (563)

Impairment loss/ Reversal of impairments 9   -   (34)

Finance costs 10   (36)   (23)

Debt impairment 11   (8 918)   (86)

Repairs and maintenance    (681)   (877)

Loss on disposal of assets    (93)   (22)

General Expenses 12   (35 709)   (24 619)

Total expenditure    (57 931)   (39 593)

      

Surplus (deficit) for the year    (13 260)   9 179 
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Statement of Financial Position

   2014  2013

 Note(s)  ‘000  ‘000

      

Assets      

      

Current assets      

Receivables from exchange transactions 2   1 272   11 341 

Cash and cash equivalents 3   167   2 670 

    1 439   14 011 

      

Non - current assets      

Property, plant and equipment 4   7 705   8 207 

Total assets    9 144   22 218 

      

Liabilities      

     

Current liabilities      

Payables from exchange transactions 5   2 237   2 085 

Provisions 6   437   403 

    2 674   2 488 

Total liabilities    2 674   2 488 

Net assets    6 470   19 730 

      

Net assets      

Accumulated surplus    6 470   19 730 
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Statement of changes in net assets

  
Accumulated 

surplus  Total net assets

 Note(s) ‘000  ‘000

     

Restated balance at 01 April 2012   10 551    10 551 

Balance at 01 April 2012 as previously stated   10 566   10 566 

Prior	period	error	adjustment 19  (15)   (15)

     

Changes in net assets     

Restated surplus for the year   9 179      9 179 

Surplus for the year as previously stated   9 345   9 345 

Prior	period	error	adjustment 19  (166)   (166)

     

Total changes   9 179   9 179 

Balance at 01 April 2013   19 730   19 730 

Changes in net assets     

Surplus for the year   (13 260)   (13 260)

Total changes 4  (13 260)   (13 260)

Balance at 31 March 2014   6 470   6 470 
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Cash Flow Statement

  2014  2013

 Note(s) ‘000  ‘000

     

Cash flows from operating activities     

     

Receipts     

Departmental revenue received   45 822   38 418 

     

Payments     

Cash paid to suppliers and employees   (48 286)   (38 071)

Net cash flows from operating activities 15  (2 464)   347 

    

Cash flows from investing activities     

     

Purchase of property, plant and equipment 4  (37)   (559)

Net cash flows from investing activities   (37)   (559)

     

Cash flows from financing activities     

     

Finance lease payments   -   (192)

     

Net increase/(decrease) in cash and cash equivalents   (2 501)   (404)

Cash and cash equivalents at the beginning of the year   2 668   3 072 

Cash and cash equivalents at the end of the year 3  167   2 668 
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Accounting Policies
                  
1 Presentation of Financial Statements          
  
The financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board.                                                                                                                                          
These financial statements have been prepared on an accrual basis of accounting and are in accordance with historical 
costconvention unless specified otherwise. They are presented in South African Rand.     
       
The following standards are used for transactions and events not dealt with in effective standards of GRAP:  
          
             
Transactions and events   Standards used      
Insurance Contracts      IFRS 4      
Income Taxes        IAS 12      
             
Currently the recognition and measurement principles in the above GRAP and GAAP Statements do not differ or result 
in material differences in items presented and disclosed in the financial statements. The implementation of GRAP 1, 2 
& 3 has resulted in the following changes in the presentation of the financial statements:    
        
(a) The cash flow statement can only be prepared in accordance with the direct method.     
       
(b) Specific information has been presented separately on the statement of financial position such as:   
         
 (i) receivables from non-exchange transactions, including taxes and transfers;     
       
 (ii) taxes and transfers payable;           
 
 (iii) trade and other payables from non-exchange transactions.       
     
(c) The amount and nature of any restrictions on cash balances is required to be disclosed.    
        
             
Paragraph 11 - 15 of GRAP 1 has not been implemented due to the fact that the budget reporting standard has not 
been developed by the local standard setter and the international standard is not effective for this financial year. Al-
though the inclusion of budget information would enhance the usefulness of the financial statements, non-disclosure 
will	not	affect	the	objective	of	the	financial	statements.	 	 	 	 	 	 	 	
    
A summary of the significant accounting policies, which have been consistently applied, are disclosed below.  
          

Accounting Policies           
             
1.1  Property, plant and equipment          
  
Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in 
the production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be 
used during more than one period. 
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1.1  Property, plant and equipment (continued)

The cost of an item of property, plant and equipment is recognised as an asset when: 
•	 	it	is	probable	that	future	economic	benefits	or	service	potential	associated	with	the	item	will	flow	to	the	entity;		and 
•	 	the	cost	of	the	item	can	be	measured	reliably. 
            
Property, plant and equipment is initially measured at cost. 
 
Where	an	asset	is	acquired	at	no	cost,	or	for	a	nominal	cost,	its	cost	is	its	fair	value	as	at	date	of	acquisition.	 	
          
The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the 
asset to the location and condition necessary for it to be capable of operating in the manner intended by management. 
Trade discounts and rebates are deducted in arriving at the cost.       
     
Where	an	asset	is	acquired	at	no	cost,	or	for	a	nominal	cost,	its	cost	is	its	fair	value	as	at	date	of	acquisition.	 	
          
Where	an	item	of	property,	plant	and	equipment	is	acquired	in	exchange	for	a	non-monetary	asset	or	monetary	assets,	
or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). 
If the acquired item’s fair value was not determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 
           
             
When	significant	components	of	an	item	of	property,	plant	and	equipment	have	different	useful	lives,	they	are	account-
ed	for	as	separate	items	(major	components)	of	property,	plant	and	equipment.		 	 	 	 	
      
Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an 
item of property, plant and equipment, the carrying amount of the replaced part is derecognised.    
        
The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is 
also included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and 
where the obligation arises as a result of acquiring the asset or using it for purposes other than the production of inven-
tories.            
Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the 
location and condition necessary for it to be capable of operating in the manner intended by management.  
          
Major	spare	parts	and	stand	by	equipment	which	are	expected	to	be	used	for	more	than	one	period	are	included	in	prop-
erty, plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with 
an item of property, plant and equipment are accounted for as property, plant and equipment.    
        
Major	inspection	costs	which	are	a	condition	of	continuing	use	of	an	item	of	property,	plant	and	equipment	and	which	
meet the recognition criteria above are included as a replacement in the cost of the item of property, plant and equip-
ment. Any remaining inspection costs from the previous inspection are derecognised.     
       
Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.   
         
Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their esti-
mated residual value.            
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1.1  Property, plant and equipment (Continued)

The useful lives of items of property, plant and equipment have been assessed as follows:    
        
Item           Average useful life (in years)     
 
Buildings           20      
Furniture and fixtures       5 to 9      
Motor vehicles         5      
Office equipment        5 to 8      
IT equipment          3 to 5      
Leasehold improvements      10      
Track equipment         5      
Racetrack           20      
Roads and parking facilities      10      
Sporting facilities        20      
Spectator facilities        20      
Reticulation equipment       20      
Swimming pool        15 to 50      
  
The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting 
date. If the expectations differ from previous estimates, the change is accounted for as a change in accounting esti-
mate.            
             
Residual values are based on managements estimates, assets that do not have residual values are estimated to be used 
until they are exhausted and then scrapped, thus no residual values were provided for.Reviewing the useful life of an 
asset on an annual basis does not require the entity to amend the previous estimate unless expectations differ from 
the previous estimate.            
             
Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the 
item is depreciated separately.            
             
The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount 
of another asset.            
             
Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset.      
      
The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or 
deficit when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and 
equipment is determined as the difference between the net disposal proceeds, if any, and the carrying amount of the 
item.            
             
Assets which the entity holds for rentals to others and subsequently routinely sell as part of the ordinary course of 
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. These assets are not 
accounted for as non-current assets held for sale. Proceeds from sales of these assets are recognised as revenue. All 
cash flows on these assets are included in cash flows from operating activities in the cash flow statement.   
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1.2  Financial instruments            
             
Financial instruments carried on the statement of financial position include cash and bank balances, receivables and 
trade payables. These financial instruments are generally carried at their estimated fair value, which is the amount for 
which an asset could be exchanged, or a liability settled, between knowledgeable and willing parties in an arm’s length 
transaction.            
             
Recognition            
             
Financial instruments are recognized when the Authority becomes a party to the contractual provisions of the instru-
ment            
             
Measurement            
             
Financial Assets are categorised according to their nature as either financial assets at fair value through profit or loss, 
held-tomaturity, loans and receivables, or available for sale. Financial Liabilities are categorised as either at fair value 
through profit or loss or financial liabilities carried at amortised cost. The subsequent measurement of financial assets 
and liabilities depends on this categorisation and, in the absence of an approved GRAP Standard on Financial Instru-
ments, is in accordance with IAS 39.          
  
Receivables from exchange transactions          
  
Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost 
using the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised 
in	surplus	or	deficit	when	there	is	objective	evidence	that	the	asset	is	impaired.	Significant	financial	difficulties	of	the	
debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in 
payments (more than 30 days overdue) are considered indicators that the trade receivable is impaired. The allowance 
recognised is measured as the difference between the asset’s carrying amount and the present value of estimated 
future cash flows discounted at the effective interest rate computed at initial recognition.    
          
The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit 
is	recognised	in	surplus	or	deficit	within	operating	expenses.	When	a	trade	receivable	is	uncollectible,	it	is	written	off	
against the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are cred-
ited against operating expenses in surplus or deficit.         
   
Trade and other receivables are classified as loans and receivables.       
     
Payables from exchange transactions          
  
Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effec-
tive interest rate method.            
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1.2  Financial instruments (continued)

Cash and cash equivalents            
             
Cash and cash equivalents comprise cash on hand and demand deposits and other short term highly liquid invest-
ments	that	are	readily	convertible	to	a	known	amount	of	cash	and	are	subject	to	an	insignificant	risk	of	changes	in	
value. These are initially and subsequently recorded at fair value.       
     
Gains and losses            
             
Gains and losses arising from a change in the fair value of financial instruments are included in net surplus or deficit in 
the period in which they arise.            
             
Credit risk management            
             
Potential concentrations of credit risk consist mainly of accounts receivable and cash and cash equivalents. The Au-
thority places its cash with well-established financial institution of high credit standing.     
       
Credit risk with respect to accounts receivable is limited due to the nature of the Authority’s business and its reliance 
on government grant as the main source of funding.         
   
Interest rate risk management            
            
The Authority income and operating cash flows are substantially independent of changes in market interest rates. The 
entity has no interest bearing assets.          
              
Liquidity risk            
             
Prudent liquidity risk management implies maintaining cash and marketable securities, the availability of funding 
through an adequate amount of committed credit facilities and the ability to close down market positions. The entity 
aims at maintaining flexibility in funding by keeping committed credit limits available.     
       
Fair value            
             
The carrying amounts of financial assets and liabilities approximate their fair values at 31 March 2013 due to the 
short-term maturities of these assets and liabilities.         
   
1.3  Tax            
             
The Authority’s income is exempt from taxation in terms of Section 10 (1) (cA) (i) of the Income Tax Act.   
         
1.4  Leases            
             
Leases	of	assets	are	classified	as	finance	leases	whenever	the	lease	term	is	for	the	major	part	of	the	economic	life	of	
the asset even if the title is not transferred.          
  
Assets held under finance leases are recognized as assets at their fair value at the inception of the lease or if lower at 
the present value of the minimum lease payments. The corresponding liability to the lessor is included in the state-
ment of financial position as a finance lease obligation. Lease payments are apportioned between finance charges and 
reduction of the lease obligation so as to achieve a constant rate of interest on the remaining balance of the liability. 
Finance charges are charged to the statement of financial performance. 
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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 against income on a straight-line basis over the term of the 
relevant lease.            
             
1.5  Commitments            
             
Commitments are not recognised in the statement of financial position as a liability or as expenditure in the state-
ment of financial performance but are included in the disclosure notes.       
     
1.6  Impairment            
             
At each reporting date, the Authority reviews the carrying amounts of its assets to determine whether there is any 
indication that those assets may be impaired.         
   
Impairment of assets is evaluated against the following indicators:       
     
External sources of information            
            
(a) during the period, an asset’s market value has declined significantly more than would be expected as a result of the 
passage of time or normal use.            
             
(b) significant changes with an adverse effect on the entity have taken place during the period, or will take place in the 
near future, in the technological, market, economic or legal environment in which the entity operates or in the market 
to which an asset is dedicated.            

(c) market interest rates or other market rates of return on investments have increased during the period, and those 
increases are likely to affect the discount rate used in calculating an asset’s value in use and decrease the asset’s recov-
erable amount materially.            
             
d) the carrying amount of the net assets of the entity is more than its market capitalization.    
        
Internal sources of information            
            
(e) evidence is available of obsolescence or physical damage of an asset      
      
(f) significant changes with an adverse effect on the entity have taken place during the period, or are expected to take 
place in the near future, in the extent to which, or manner in which, an asset is used or is expected to be used. These 
changes include the asset becoming idle, plans to discontinue or restructure the operation to which an asset belongs, 
plans to dispose of an asset before the previously expected date and reassessing the useful life of an asset as finite 
rather than indefinite.            
             
(g) evidence is available from internal reporting that indicates that the economic performance of an asset is, or will be, 
worse than expected.            
             
If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the 
impairment (if any). If the recoverable amount of an asset is estimated to be less than its carrying amount, the car-
rying amount of the asset is reduced to its recoverable amount. Impairment losses are immediately recognized as an 
expense.            
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1.7  Employee benefits            
             
Short-term employee benefits            
            
The cost of all short-term employee benefits is recognized during the period in which the employee renders the related 
service.            
             
The provisions for employee entitlements to salaries and wages, and annual leave represent the amount, which the 
Authority has a present obligation to pay as a result of employee’s services, provided at the reporting date.   
         
The provisions have been calculated at undiscounted amounts based on current wage and salary rates.   
         
Retirement benefit costs            
             
The Authority did not operate any benefits to its employees for the year under review.     
       
1.8  Provisions and contingencies          
  
Provisions are recognised when:           
 
•	 	the	entity	has	a	present	obligation	as	a	result	of	a	past	event;	 	 	 	 	 	 	
     
•	 it	is	probable	that	an	outflow	of	resources	embodying	economic	benefits	or	service	potential	will	be	required	to
 settle the obligation; and            
             
•	 a	reliable	estimate	can	be	made	of	the	obligation.		 	 	 	 	 	 	 	
   
The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obliga-
tion at the reporting date.            
             
Where	the	effect	of	time	value	of	money	is	material,	the	amount	of	a	provision	is	the	present	value	of	the	expendi-
tures expected to be required to settle the obligation.        
    
The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks 
specific to the liability            
           
Where	some	or	all	of	the	expenditure	required	to	settle	a	provision	is	expected	to	be	reimbursed	by	another	party,	the	
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the en-
tity settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimburse-
ment does not exceed the amount of the provision.         
   
Provisions	are	reviewed	at	each	reporting	date	and	adjusted	to	reflect	the	current	best	estimate.	Provisions	are	re-
versed if it is no longer probable that an outflow of resources embodying economic benefits or service potential will 
be required, to settle the obligation.          
  
Where	discounting	is	used,	the	carrying	amount	of	a	provision	increases	in	each	period	to	reflect	the	passage	of	time.	
This increase is recognised as an interest expense.         
   
A provision is used only for expenditures for which the provision was originally recognised.    
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1.8  Provisions and contingencies (continued)         
   
Provisions are not recognised for future operating deficits.        
    
If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised 
and measured as a provision.            
             
A constructive obligation to restructure arises only when an entity:       
     
•	 	has	a	detailed	formal	plan	for	the	restructuring,	identifying	at	least:	 	 	 	 	 	
      
 - the activity/operating unit or part of a activity/operating unit concerned;      
      
 - the principal locations affected;          
  
 - the location, function, and approximate number of employees who will be compensated for services being 
      terminated;            
             
 - the expenditures that will be undertaken; and         
   
 - when the plan will be implemented; and         
   
•	 	has	raised	a	valid	expectation	in	those	affected	that	it	will	carry	out	the	restructuring	by	starting	to	implement
 that plan or announcing its main features to those affected by it.       
     
A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are 
both:            
             
•	 	necessarily	entailed	by	the	restructuring;	and	 	 	 	 	 	 	 	 	
   
•	 	not	associated	with	the	ongoing	activities	of	the	entity	 	 	 	 	 	 	 	
    
No obligation arises as a consequence of the sale or transfer of an operation until the entity is committed to the sale 
or transfer, that is, there is a binding arrangement.         
   
The Free State Tourism Authority does not recognise a contingent liability or contingent asset. A contingent liability is 
disclosed unless the possibility of an outflow of resources embodying economic benefits is remote. A contingent asset 
is disclosed where an inflow of economic benefits is probable.        
    
Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 16.   
         
1.9  Revenue from exchange transactions         
   
Revenue is recognized when it is probable that economic benefits associated with the transaction will flow to the Free 
State Tourism Authority, (Authority) and the revenue can be reliably measured. Revenue is measured at fair value of 
the consideration received or receivable and represents amounts receivable or received for services provided and where 
there is reasonable assurance that the income will be received and all attaching conditions will be complied with.  
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1.10 Revenue from non-exchange transactions         
   
Government	grants	are	recognized	as	revenue	when	all	conditions	associated	with	the	grant	have	been	met.	Where	
grants have been received has not met the condition, a liability is raised. Revenue received from conditional grants, 
donations and funding are recognized as revenue to the extent that the criteria has been complied with, conditions or 
obligations embodied in the agreement .To the extent that the criteria, conditions or obligations have not been met, a 
liability is recognized.            
             
Interest income is accrued on a time proportion basis, taking into account the capital outstanding and the effective 
interest rate over the period to maturity.          
  
Government grants            
             
Government grants are recognized when there is a reasonable assurance that the entity will comply with the condi-
tions of the transfer agreement and that the grant will be received.       
     
1.11 Comparative figures            
             
Where	necessary,	comparative	figures	have	been	reclassified	to	conform	to	changes	in	presentation	in	the	current	year.	
           
The comparative figures have been restated as a result of reclassification of some of the items in the financial state-
ments.            
             
1.12 Irregular and fruitless and wasteful expenditure        
    
In terms of section 55(2) (b) (i) of the Public Finance Management Act, 1999 the financial statements must include 
particulars of any irregular and 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	provincial	legislation	providing	for	procurement	procedures	in	the	Provincial	Government.	 	 	 	
        
Fruitless and wasteful expenditure means expenditure that was made in vain and could have been avoided had reason-
able care been exercised.            
             
Irregular, fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial Performance 
and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance.  
          
1.13 Events after financial position date          
  
Management	continuously	reviews	events	after	the	financial	position	date,	which	might	have	an	adjusted	or	non-ad-
justed	effect	on	the	financial	statement.	Events	after	the	financial	position	date	are	disclosed	in	the	financial	state-
ments.            
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1.14 Statements of GRAP issued but not yet effective        
    
For the 2013/14 reporting period, the following Standards of GRAP have been issued but are not yet effective or are 
not required to be applied:            
             
GRAP 105 Transfer of functions between entities under common control      
GRAP 106 Transfer of functions between entities not under common control      
GRAP 107 Mergers            
GRAP 18 Segment reporting            
GRAP 32 Service concession arrangement:Grantor         
GRAP 108 Statutory receivables           
GRAP 20 Related party disclosure           
 
Management do not forsee any impending changes as a result of the application of the above GRAP standards once 
they are effective.            
             
1.15 Statement of comparative and actual information        
    
The statement present a comparison of budget and actual amounts as additional budget columns in the primary finan-
cial statements only where the financial statements and the budget are prepared on a comparable basis. The compari-
son includes the following:            
             
The original and final budget amount          
The actual amount on a comparable basis; and         
By way of note disclosure, an explanation of material differences between the budget for which the entity is held pub-
licly accountable and actual amounts.          
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Notes to the financial statements        
 

       2014 2013

       ‘000 ‘000

         

2     Receivables from exchange transactions

         

Trade debtors       182  291 

Advance payments       35  10 679 

Deposits        332  145 

Sundry amounts receivable       658  171 

Study loans       65  55 

        1 272  11 341 

         

Trade and other receivables impaired       

         

As of 31 March 2014, trade and other receivables of R8 741 (2013: R 86) were 
impaired and provided for.   

The total amount of R177 was was written off.      

The amount of the provision was (R 9 256) as of 31 March 2014 (2012: 
(R 1 724)).    

         

The ageing of these loans is as follows:       

         

Over 6 months       55  150 

         

3     Cash and cash equivalents        

         

Cash and cash equivalents consist of:       

         

Bank balances       164  2 666 

Other cash and cash equivalents      3  4 

        167  2 670 
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Notes to the financial statements
4 Property, plant and equipment          

 

2014   2013  

 

Cost / 
Valuation

Accumulated 
depreciation and 
accumulated 
impairment

Carrying 
value

Cost / 
Valuation

Accumulated 
depreciation 
and 
accumulated 
impairment

Carrying 
value

Buildings  679  (6)  673  679  (4)  675 

Furniture and fixtures  800  (557)  243  806  (509)  297 

Motor vehicles  979  (396)  583  979  (219)  760 

Office equipment  205  (170)  35  205  (141)  64 

IT equipment  2 125  (1 814)  311  2 123  (1 759)  364 

Leasehold improvements  25  (15)  10  25  (14)  11 

Track equipment  226  (93)  133  364  (84)  280 

Kitchen equipment  25  (12)  13  36  (11)  25 

Racetrack  2 560  -  2 560  2 560  -  2 560 

Road and parking facilities  140  (34)  106  140  (20)  120 

Sporting facilities  13  (2)  11  13  (1)  12 

Spectator facilities  805  (15)  790  805  (9)  796 

Reticulation equipment  129  (15)  114  129  (9)  120 

Swimming pool  2 123  -  2 123 -  - - 

Work	in	progress - - - 2123 - 2123

 Total  10 834  (3 129)  7 705  10 987  (2 780)  8 207 
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Notes to the financial statements        
   

4     Property, plant and equipment (continued) 

         

Reconciliation of property, plant and equipment - 2014 (R’000)

         

  
Opening 
balance

Additions Disposals Depreciation Impairment 
loss

Impairment 
reversal

Total

Buildings  675  -  -  (2)  -  -  673 

Furniture and fixtures  297  -  (3)  (51)  -  -  243 

Motor vehicles  760  -  -  (177)  -  -  583 

Office equipment  64  -  -  (29)  -  -  35 

IT equipment  364  35  (6)  (82)  -  -  311 

Leasehold 
improvements

 11  -  -  (1)  -  -  10 

Track equipment  280  3  (79)  (71)  -  -  133 

Kitchen equipment  25  -  (5)  (7)  -  -  13 

Racetrack  2 560  -  -  -  -  -  2 560 

Road and parking 
facilities 

 120  -  -  (14)  -  -  106 

Sporting facilities  12  -  -  (1)  -  -  11 

Spectator facilities  796  -  -  (6)  -  -  790 

Reticulation 
equipment

 120  -  -  (6)  -  -  114 

Swimming pool  2 123  -  -  -  -  -  2 123 

   8 207  38  (93)  (447)  -  -  7 705 
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4     Property, plant and equipment (continued) 

Reconciliation of property, plant and equipment - 2013        
    

 
 

Opening 
balance

Additions Disposals Depreciation Impairment 
loss

Impairment 
reversal

Total

Buildings  678  -  -  (3)  -  -  675 

Restated furniture and 
fixtures

 378  -  (2)  (90)  (4)  15  297 

Previously stated 
furniture and fixtures

 382  -  (2)  (91)  (4)  15  300 

Error	adjustment  (4)  -  -  1  -  -  (3)

Motor vehicles  577  348  -  (164)  (1)  -  760 

Office equipment  123  -  -  (38)  (21)  -  64 

Restated IT equipment  556  -  (19)  (166)  (7)  -  364 

Previously stated IT 
equipment

 563  -  (19)  (169)  (7)  -  368 

Error	adjustment  (7)  -  -  3  -   (4)

Leasehold 
improvements

 24  -  -  (3)  (10)  -  11 

Restated track 
equipment

 148  203  -  (66)  (5)  -  280 

Previously stated track 
equipment

 149  203  -  (66)  (5)  -  281 

Error	adjustment  (1)  -  -  -  -  -  (1)

Restated kitchen 
equipment

 26  7  (1)  (6)  (1)  -  25 

Previously stated 
kitchen equipment

 27  7  (1)  (6)  (1)  -  26 

Error	adjustment  (1)  -  -  -  -  -  (1)

Racetrack  2 560  -  -  -  -  -  2 560 

Road and parking 
facilities

 134  -  -  (14)  -  -  120 

Sporting facilities  13  -  -  (1)  -  -  12 

Spectator facilities  802  -  -  (6)  -  -  796 

Reticulation 
equipment

 126  -  -  (6)  -  -  120 

Swimming pool  2 123  -  -  -  -  -  2 123 

Restated   8 268  558  (22)  (563)  (49)  15  8 207 

As previously stated  8 281  558  (22)  (567)  (49)  15  8 216 

Error	adjustment  (13)  -  -  4  -  -  (9)
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Notes to the financial statements        
   

       2014 2013

       ‘000 ‘000

         

4    Property, plant and equipment (continued)

Pledged as security      
No assets are held under any restrictions or pledges.  

   

Reconciliation of Work-in-Progress 2014

       Included Total

       within PPE  

Opening balance       2 123  2 123 

Capitalized upon completion       (2 123)  - 

Balance        -  2 123 
             
The Swimming pool was handed over to the Free State Tourism Authority by the service provider on the 24th March 
2014. The transfer certificate indicates that the asset has been handed over to the entity as per the contractual agree-
ment between both parties. The entity has therefore removed the asset as a work in progress and capitalized it with 
the cost price of R2 122 950. The accounting policy has also been updated to include the depreciation of the asset.  
          
A register containing the information required by section 50 of the Public Finance Management Act is available for 
inspection at the registered office of the entity.         
   

5     Payables from exchange transactions       

         

Trade payables       2 093  1 260 

Payments received in advanced - contract in process     -  - 

Debtors with credit balances       26  - 

Sundry amounts payable       118  825 

        2 237  2 085 
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6     Provisions

         

Reconciliation of provisions - 2014

         

      Opening balance
Utilised during 

the year Total

         

Salary and related expense provision  403  34  437 

         

Reconciliation of provisions - 2013

         

      Opening balance
Utilised during 

the year Total

         

Salary and related expense provision  440  (37)  403 
  
             

7     Government grants and subsidies

         

Free State Department of Economic Development, Tourism & Environmental 
Affairs

 41 864  47 314 

Free State Department of Economic Development, Tourism & Environmental 
Affairs(Conditional Grant)

 517  - 

Free State Provincial Treasury (Conditional Grant)  520  - 

        42 901  47 314 
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Notes to the financial statements
  

8     Employee related costs

         

Basic        5 134  4 106 

Acting allowances       -  303 

Non-pensionable allowances       393  372 

Bonus        406  349 

Medical aid - company contributions      139  131 

Leave paid       34  - 

Leave pay provision charge       (53)  (37)

Car allowance       514  508 

Cellular allowance       46  46 

Overtime payments       367  355 

Transport allowance (bus coupons)      65  66 

Housing benefits and allowances      360  364 

        7 405  6 563 
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       2014 2013

       ‘000 ‘000

         

8     Employee related costs (Continued)       

         

Balance from previous page       7 405  6 563 

Cleaning allowance       8  8 

Night shift allowance       22  22 

Weekend	allowance       9  8 

Food allowance       74  75 

Pension fund       558  476 

UIF        47  44 

WCA        -  - 

SDL        71  30 

        8 194  7 226 

         

Remuneration of executive directors       

         

Annual Remuneration       1 991  4 091 

Car Allowance       423  507 

Performance Bonuses       -  31 

Contributions to UIF, Medical and Pension Funds     246  217 

Housing Allowance       -  - 

Cellular phone allowance       18  19 

Leave payout       40  108 

Non pension allowance       474  - 

        3 192  4 973 

         

Remuneration of non executive directors       

         

Board fees, travelling and subsistence      661  1 170 

         

Total        12 047  13 369 
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9     Impairment of assets        

         

Impairments       -  49 

Property, plant and equipment        

Certain assets identified during the course of the physical verification of assets were   

found to be damaged and not in use. These assets were impaired to zero values as   

they will be scrapped.        

         

Reversal of impairments        

Property, plant and equipment       -  (15)

Certain assets categorised under furniture and fittings which were previously 
impaired   

underwent repairs and are now in use again. The impairments raised on these assets   

in the prior year was thus reversed in terms of the GRAP standard.   

Total impairment losses (recognised) reversed  -  34 

             

10     Finance costs        

         

Interest on outstanding creditors       36  23 

             
The interest is incurred as a result of long outstanding creditors       
     

11     Debt impairment        

         

Contributions to debt impairment provision      8 918  86 
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      Note 2014 2013

       ‘000 ‘000

         

12     General expenses        

         

Advertising       35  26 

Assessment rates & municipal charges      640  170 

Auditors remuneration     13  1 709  1 339 

Bank charges       14  11 

Catering        176  277 

Cleaning        114  160 

Computer expenses       8  34 

Consulting and professional fees      1 146  1 185 

Consumables       20  48 

Entertainment       10  - 

Events and exhibitions       12 093  9 776 

Flowers and decor       2  2 

Insurance        125  132 

Internet expenses       102  109 

Lease rentals on operating lease      1 388  1 027 

Licences        128  50 

Marketing        507  897 

Media and publications       7  119 

Motor vehicle expenses       -  - 

Other expenses       107  27 

Postage and courier       2  27 

Printing and stationery       209  398 

Project	expenses       11 916  4 760 

Promotions       1 633  680 

Protective clothing       -  20 

Security (Guarding of municipal property)      11  11 

Sewerage and waste disposal       148  73 

Staff welfare       -  1 

Subscriptions and membership fees      31  41 

Telephone and fax       391  375 

Training        23  - 

Travel and subsistence       2 699  2 476 
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12     General expenses (Continued)

Uniforms        -  44 

Venues and facilities       12  36 

Water	&	Lights       303  288 

        35 709  24 619 
             

13     Auditors remuneration        

         

Fees        1 706  1 339 
  
             

14     Operating lease        

         

The entity is leasing office building from Antonios Nicolaou Koupis Family Trust over a period of 36 months 
commencing 1st March 2014. The minimum lease payments are R80, 000.00 (Vat exclusive) with an escalation of 
10% per annum.

             

15     Cash generated from (used in) operations

         

Surplus (deficit)       (13 260)  9 180 

Adjustments for:        

Depreciation and amortisation     4  447  563 

Loss on sale of assets and liabilities      93  22 

Finance costs - Finance leases     10  33  23 

Impairment deficit     9  -  34 

Sundry income - released from debt      (229)  - 

Debt impairment     11  177  86 

Movements in provisions     6  33  (37)

        (12 706)  9 871 
             

Notes to the financial statements
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Notes to the financial statements        
   

      Note 2014 2013

       ‘000 ‘000

         

15     Cash generated from (used in) operations (Continued)

         

Balance from previous page       (12 706)  9 871 

         

Changes in working capital:        

Receivables from exchange transactions    2  10 069  (10 354)

Consumer debtors       20  (87)

Payables from exchange transactions    5  153  917 

        (2 464)  347 
 
             

16     Commitments        

         

Authorised current expenditure       

         

Approved and contracted       67 519  68 045 

         

Supplier  Description   Contract terms

ASA-FS 500
Stock car race event at the oval of 
Phakisa Freeway  5 year contract from 2011

IEC - Football
Mangaung Internation Football 
event   5 year contract from 2012

ZAM - F1  Power boat event    5 year contract from 2011

ZAM - F2  World	Cup	Power	boat	event   3 year contract from 2013

F&R Events CC t/a Simsports
Hosting an annual football clinic 
(Bolton	Wanderers	program)  5 year contract from 2011

F&R Events CC t/a Simsports
Hosting	of	World	Football	
Academy   1 year contract from 2014

         

Operating leases - as lessee (expense)       

         

Minimum lease payments due        

– within one year       1 104  876 

– in second to fifth year inclusive      2 428  - 

        3 532  876 
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Operating lease payments represent the leasing of the office building from Antonios Nicolaou Koupis Family Trust  by 
the entity over a period of 36 months commencing 1st March 2014. The minimum lease payments are R80,000.00 
(Vat exclusive) with an escalation of 10% per annum. No contingent rent is payable.     
       
16 Contingencies            
             
There are invoices to the amount of R7,569,894.90 submitted by the service providers for the provision of goods and 
services. The Board is currently investigating the matters as there were irregularities in terms of their appointments as 
well as the entity not being satisfied with the delivery of services.       
     
A contingent liability of R 1,500,000 has been recognised which related to an amount owed to the American Speed 
Association	(ASA)	for	an	event	held	in	prior	years	at	Phakisa	Raceway.	Phakisa	Major	Sports	Events	and	Development	
Corporation instituted a dispute against the ASA, stating that the ASA did not fulfil its contractual obligations. The 
matter is still being handled by the entity’s legal representative, there is uncertainty as to the outcome of this matter. 
           
The Security and Assets Manager at Phakisa was dismissed in January 2014. The official took the entity to the CCMA 
and a settlement of R53 024 was agreed and it was paid on the 30th June 2014.      
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       2014 2013

       ‘000 ‘000

         

17     Related parties        

         

Relationships        

Ultimate controlling entity    Free State Department of Economic Development, Tourism

     and Environmental Affairs   

         

Related party balances        

         

Amounts included in Trade receivable (Trade Payable) regarding related parties  

Free State Department of Economic Development, Tourism Environmental 
Affairs

 -  1 219 

Free State Department of Economic Development, Tourism Environmental 
Affairs - Provision for bad debts

 -  (1 219)

        

         

The debt was written off after the entity received a confirmation from DETEA that the payment 
is not going to be made and the entity should recognize the transaction as part of it’s normal 
operations.  

         

Related party transactions        

         

Study funding assistance        

The followng officials have been granted the study funding assistance   

Mr L.F Kalane       15  18 

Mr K.J Thole       6  - 

         

The funding is converted to a bursary when the official has passed his 
subjects	and	loan	when	he/she	fails.

  

         

Inter-entity transactions        

Free State Gambling & Liquor Authority  23  - 

The FSGLA requested the FSTA to make travelling arrangements on their 
behalf and they will repay the expenses incurred. The debt has since been 
settled by the FSGLA.   
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Government grants paid to (received from) related parties   

Free State Department of Tourism, Environmental and Economic Affairs  42  47 314 

Free State Provincial Treasury  520  - 

         

         

Expenses paid on behalf of/ (by) 
related parties      

Free State Department of Tourism, Environmental and Economic Affairs  -  3 127 

         

Key management information - 2014    
             
  Key management information - 2014          
              

Class Name  Board fees Other allowances Total

         

Non-executive 
board G. Netshivhodza (Chairperson)

 159  153   312 

members  B. Hartslief    -  -   - 

  S. Lebusa    65  35   100 

  B.Khethelo    35  11   46 

  L.L. Moahlodi   28  26   54 

  E.T. Mahabane   64  54   118 

  D. Naidoo    10  -   10 

  P. Rantsoareng   6  -   6 

      367  279   646 

         

  
Basic Bonus Leave paid 

out
Other 

allowances
Total

         

Executive 
management D. Pillay (CEO)

 858  -  -  403  1 261 

  K. Thole (General  542  -  -  374  916 

  Manager: Marketing)      

  L. Kalane (CFO)  527  -  40  448  1 015 

     1 927  -  40  1 225  3 192 

         

Notes to the financial statements

       2014 2013

       ‘000 ‘000

         

17     Related parties (Continued)  
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Key management 
information - 2013       

         

Class Name  Board fees Other allowances Total

         

Non-executive 
board G. Netshivhodza (Chairperson)

 167  112   279 

members  B. Hartslief    41  30   71 

  S. Lebusa    160  61   221 

  B.Khethelo    157  30   187 

  L.L. Moahlodi   69  60   129 

  E.T. Mahabane   177  73   250 

  D.Pillay    30  3   33 

      801  369   1 170 
             

         

  
Basic Bonus Leave paid 

out
Other 
allowances

Total

         

Executive 
management M. Sefantsi (Chief

 383  -  -  176  559 

  Executive Officer)      

  K. Thole (General  585  -  -  264  849 

  Manager: Marketing)      

  L Moahlodi (Acting CEO)  277  -  -  83  360 

  D Pillay (Acting CEO)  291  -  -  3  294 

  D Pillay (CEO Phakisa)  1 818  -  108  2  1 928 

  L Kalane (Acting CFO)  737  31  -  215  983 

     4 091  31  108  743  4 973 
   
 

Notes to the financial statements

       2014 2013

       ‘000 ‘000

         

17     Related parties (Continued)  
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18     Risk management            
             
Capital risk management            
             
The capital structure of the entity consists of debt, which includes the borrowings (excluding derivative financial liabili-
ties) disclosed in notes 5, 7 cash and cash equivalents disclosed in note 3, and equity as disclosed in the statement of 
financial position.            
             
Consistent with others in the industry, the entity monitors capital on the basis of the gearing ratio.   
         
This ratio is calculated as net debt divided by total capital. Net debt is calculated as total borrowings (including ‘cur-
rent and non-current borrowings’ as shown in the statement of financial position) less cash and cash equivalents. Total 
capital is calculated as ‘equity’ as shown in the statement of financial position plus net debt.    
        
There are no externally imposed capital requirements.        
    
There have been no changes to what the entity manages as capital, the strategy for capital maintenance or externally 
imposed capital requirements from the previous year.       

The gearing ratio at 2014 and 2013 respectively were as follows:       
     
             

Total borrowings       2014  2013

        ‘000  ‘000

Payables from exchange transactions    5  2 237  2 085 

Provisions      6  437  403 

        2 674  2 488 

Less: Cash and cash equivalents    3  167  2 670 

Net debt        2 507  (182)

Total equity       6 470  19 730 

Total capital       8 977  19 548 
  
Financial risk management            
             
The entity’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate 
risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.      
      
The entity’s overall risk management program focuses on the unpredictability of financial markets and seeks to mini-
mise potential adverse effects on the entity’s financial performance. The entity uses derivative financial instruments to 
hedge certain risk exposures. Risk management is carried out by a central treasury department (entity treasury) under 
policies approved by the accounting authority. Entity treasury identifies, evaluates and hedges financial risks in close 
co-operation with the entity’s operating units. The accounting authority provides written principles for overall risk 
management, as well as written policies covering specific areas, such as foreign exchange risk, interest rate risk, credit 
risk, use of derivative financial instruments and non-derivative financial instruments, and investment of excess liquid-
ity.            
             



57

A N N U A L  R E P O R T  2 0 1 3 | 2 0 1 4

FREE STATE TOURISM AUTHORITY
Financial Statements for the year ended 31 March 2014

18     Risk management (Continued)          
  
Liquidity risk            
             
The entity’s risk to liquidity is a result of the funds available to cover future commitments. The entity manages liquid-
ity risk through an ongoing review of future commitments and credit facilities.      
      
Interest rate risk            
             
As the entity has no significant interest-bearing assets, the entity’s income and operating cash flows are substantially 
independent of changes in market interest rates.         
   
The entity’s interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the entity 
to cash flow interest rate risk. Borrowings issued at fixed rates expose the entity to fair value interest rate risk. Entity 
policy is to maintain approximately 60% of its borrowings in fixed rate instruments.     
       
The entity analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated taking into consider-
ation refinancing, renewal of existing positions, alternative financing and hedging. Based on these scenarios, the entity 
calculates the impact on surplus and deficit of a defined interest rate shift.      
      
Credit risk            
             
Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The 
entity	only	deposits	cash	with	major	banks	with	high	quality	credit	standing	and	limits	exposure	to	any	one	counter-
party.            
             
Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an 
ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rat-
ing, risk control assesses the credit quality of the customer, taking into account its financial position, past experience 
and other factors. Individual risk limits are set based on internal or external ratings in accordance with limits set by the 
board.	The	utilisation	of	credit	limits	is	regularly	monitored.	Sales	to	retail	customers	are	settled	in	cash	or	using	major	
credit cards. Credit guarantee insurance is purchased when deemed appropriate.      
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       2014 2013

       ‘000 ‘000

Financial assets exposed to credit risk at year end were as follows:       
     
Financial instrument            
ABSA Bank                164   2,666   
Receivables from exchange transactions       1,272 11,341

19     Prior period errors        

         

Error 1         

In the prior year certain payables from exchange transactions were duplicated or not recognised in the statement 
of financial position. A retrospective correction was made to reverse/ recognise the liability. The error had the 
following effect:

         

Increase in prior period payables     166  

Net decrease in prior period profit and loss     166  

Increase in prior period marketing     16  

Increase in prior period track maintenance     1  

Increase in prior period consultants fee     149  

         

Error 2         

In terms of the entities policy on the capitalisation of assets, certain assets purchased in the prior periods 
were below the capitalisation threshold but still accounted for under property, plant and equipment. This was 
retrospectively corrected and these relevant assets were expensed in the year they were purchased. The error had 
the following effect:

         

Decrease in prior period opening accumulated surplus     15  

Decrease in prior period opening cost - property, plant and equipment    13  

Decrease in prior period opening accumulated 
depreciation

      
 4 

 

Decrease in prior period accumulated depreciation     4  
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Notes to the financial statements        
 

20     Going concern        

         

The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis 
presumes that funds will be available to finance future operations and that the realisation of assets and settlement 
of liabilities, 
contingent obligations and commitments will occur in the ordinary course of business.

         

The ability of the entity to continue as a going concern is dependent on the Free State Department of Economic 
Development, Tourism & Environmental Affairs continuing to transfer funding for the ongoing operations for the 
entity.

Favorable Cash balance available  as at 31 March 
2014

  164 000,00   

Less: Payables(including Accruals) as at 31 March 
2014

  2 123 000,00   

Cash  (shortfall) for service delivery- First 
indicator of 

  (1 959 000,00)   

uncertainty to meet future obligations 
whether financial or legislative

    

Plus: 2014/15 Budgeted expenditure   41 084 000,00   

Minus : 2014/15 Budgeted salary expenditure   16 506 000,00   

Amount available 2014/15 for service delivery 
(after employee cost is deducted)

  24 578 000,00   

Commitments (Approved and contracted ONLY 
for  2014/15)

  29 938 000,00   

Amount available(short fall) for service 
delivery 2014/15

  (5 360 000,00)   

Amount available(shortfall) for service 
delivery 2014/15 after settling 

  (7 319 000,00)   

2013/14 expenditure     

         

Percentage of budget available - 17,8%     

Percentage of service delivery targets not achieved - 25%  

Commitments - 24,4%     
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       2014 2013

       ‘000 ‘000

21      Events after the reporting date          
  
The Security and Asset Manager at Phakisa was dismissed and took the entity to the CCMA. The case went for arbitra-
tion and the matter was settled on the 9th June 2014 with both parties agreeing to the settlement amount of R53 
024.            
             

22     Fruitless and wasteful expenditure

         

Fruitless and wasteful expenditure not condoned at the beginning of the year  596  317 

Add:	Fruitless	and	wasteful	expenditure	from	incorporation	of	Phakisa	Major	
Sports

 -  - 

Events and Development Corporation    

Add: Fruitless and wasteful expenditure - current year  9702  279 

Less: Amounts condoned       -  - 

        10298  596 
             
The matters of other fruitless and wasteful expenditure are still under investigation.     
       
Included is fruitless and wasteful expenditure of R8 741 265 as a result of advance payments made to the follow-
ing suppliers to host the events: IEC - Mangaung International Soccer (R4 241 265) & ASA -FS 500 (R4 500 000). The 
events were supposed to have been hosted during the 2013/14 and never take place. The matter is currently being 
handled by the Legal Advisors.             
             
Wasteful	expenditure	was	incurred	by	the	entity	by	the	delegation	who	travelled	to	London	for	2012	Olympics	as	a	
result of the delegation staying for a longer period. The total possible wasteful expenditure amount is R859 021.34.  
          
             

23     Irregular expenditure

         

Irregular expenditure not condoned at the beginning of the year  23 172  18 674 

Add:	Irregular	expenditure	from	incorporation	of	Phakisa	Major	Sports	Events	
and Development Corporation

 -  - 

Add: Irregular Expenditure - current year  4 712  4 498 

Less: Amounts condoned       -  - 

        27 884  23 172 
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Notes to the financial statements
           

       2014 2013

       ‘000 ‘000
  

24     Statement of comparative and actual information

         

2014         

 

Original 
budgets

Budget 
adjustments

Final 
budget

Actual 
outcome

Variance Actual 
outcome 
as a % 
of final 
budget

Actual 
outcome 
as a % of 
original 
budget

         

Financial Performance        

         

Grant revenue  39 864  2 000  41 864  42 901  (1 037) 100% 105%

Rendering of services  1 220  -  1 220  1 770  (550) 125% 125%

Total revenue 
(excluding capital 
transfers and 
contributions
 

 41 084  2 000  43 084  44 671  (1 587) 101% 106%

      

Employee costs  (13 894)  -  (13 894)  (12 047)  (1 847) 82% 82%

Finance charges  -  -  -  -  - 0% 0%

Other expenditure  (27 190)  (2 000)  (29 190)  (45 884)  16 694 127% 147%

Total expenditure  (41 084)  (2 000)  (43 084)  (57 931)  14 847 112% 124%

Surplus/(Deficit) for 
the year

 -  -  -  (13 260)  13 260 100% 100%
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       2014 2013

       ‘000 ‘000

24     Statement of comparative and actual information (Continued)

Variance explanations:            
             
Employee costs            
The under-expenditure was as a result of the budgeted positions not filled during the financial year under review and 
the othercpositions were filled during the financial year.        
    
Goods and services            
The over-expenditure was as a result of the surplus carried over from the previous financial year, which was used in the 
current financial year.            
             

         

2013         

 

Original 
budgets

Budget 
adjustments

Final 
budget

Actual 
outcome

Variance Actual 
outcome 
as a % 
of final 
budget

Actual 
outcome 
as a % of 
original 
budget

         

Financial Performance        

         

Grant revenue  39 864  7 450  47 314  47 314  - 100% 119%

Rendering of services  1 220  -  1 220  1 458  (238) 121% 121%

Total revenue (excluding 
capital transfers and 
contributions
 

 41 084  7 450  48 534  48 772  (238) 101% 119%

      

Employee costs  (12 124)  -  (12 124)  (13 369)  1 245 99% 99%

Finance charges  -  -  -  (23)  23 100% 100%

Other expenditure  (28 960)  (7 450)  (36 410)  (26 201)  (10 209) 75% 75%

Total expenditure (41 084)  (7 450)  (48 534)  (39 593)  (8 941) 81% 81%

Surplus/(Deficit) for the 
year

 -  -  -  9 179  (9 179) 100% 100%
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Notes to the financial statements
Variance explanations:            
             
Employee costs            
The over-expenditure was as a result of the settlement of the previous Phakisa’s CEO.     
       
Goods and services            
The under-expenditure was as a result of the prepayments made for Mangaung International Soccer (R4.2m) and FS 
500 (R4.5m) and other prepayments made.          
  
Grant revenue            
All the allocated budget of R39,8m was transferred by the Department of Economic Development, Tourism and Envi-
ronmental		Affairs.	The	entity	also	received	an	adjustment	budget	of	R2m.	 	 	 	 	 	
      
Rendering of services            
All the events of the entity were marketed in both the electronic and print media and more spectators came to watch 
the events.            
             
Employee Costs            
Performance bonuses for 2013/14 financial year have not yet been paid.      
      
Other expenditure            
The following events that were budgeted for by the entity in terms of other operational expenses except the contrac-
tual obligations could not take place:          
  
Mangaung International Soccer            
FS 500            
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HUMAN RESOURCE MANAGEMENT
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HUMAN RESOURCE MANAGEMENT      
             

         

1     Staff structure        

         

Divisions      Approved posts 2014 2013

         

CEO       6  5  4 

Corporate services      -  -  - 

Finance       10  8  38 

Marketing       10  4  4 

Phakisa       32  31  - 

Staff totals      58  48  46 

         
 
             

2     Executive overview

         

The office of the entity comprises of 92 approved positions of which 46 has been filled. A breakdown of the 
employee corps, specifying the number of employees within each occupational band, as well as the vacancy rate, is 
depicted in the table below.

         

Vacancy rate        

         

Divisions      Approved posts Posts filled Vacancy rate

         

CEO       6  5 16%

Corporate services      -  - 0%

Finance       10  8 20%

Marketing       10  4 60%

Phakisa       32  31  3% 

Staff totals      58  48 17%
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HUMAN RESOURCE MANAGEMENT

3     Employee changes

         

 

  

Employees at 
01 April 2013

Appointments Terminations/
resignations

Transfers Net 
change

Net 
change %

         

African    45  3  2  -  1 2%

Male    29  2  2  -  - 0%

Female    16  1  -  -  1 6%

White    1  -  -  -  - 0%

Male    -  -  -  -  - 0%

Female    1  -  -  -  - 0%

Coloured    -  -  -  -  - 0%

Male    -  -  -  -  - 0%

Female    -  -  -  -  - 0%

Indian    -  1  -  -  1 100%

Male    -  1  -  -  1 100%

Female    -  -  -  -  - 0%

    46  4  2  -  2 4%
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