Chief Financial
Officer’s review

Within a highly challenging
context, we remained focused on
ensuring business sustainability
and resilience while prioritising the
needs of our valued stakeholders.

Financial

information

Catalysing
social upliftment
remains at the forefront
of our collective minds as
we pursue the everyday
efforts that culminate in
large-scale change.

The NLC exists to create a sustainable lotteries and sports pools
sector, wherein participants will be protected against illegal
operators and funds are generated through licenced operators
to support the non-profit sector. Since its inception, the NLC
has sought to ensure that proceeds from the National Lottery
intended for good causes are maximised while safeguarding all
lottery participants to enable catalytic change within our country.
This critical mission has never been more necessary — or more
challenging — than within our current context.

Overview of our performance within an
unprecedented context

In light of the business implications of Covid-19, we activated our
business continuity plan to ensure the NLC continued to function
and deliver on our dual mandates. Unfortunately, revenue from
the share of ticket sales decreased by 9% to R1.488 billion.

This decrease was attributable mainly to the impact of Covid-19
on the sale of National Lottery tickets. Sales were adversely
affected, particularly during the first quarter of the year, as the
sale of National Lottery tickets was prohibited at retail stores.
This resulted in a reduction in grant allocations by 16% to

R1 136 million.

Cash disbursed amounted to R952 million (2020: R1.285 billion).
The nationwide lockdown resulted in the NLC only paying projects
that were implementable during the varying levels of lockdown.
Pleasingly, despite the challenges faced due to the pandemic,

as of 31 March 2021, 92% of all first tranche payments were paid
within the regulated 60 days. On average, first tranches were paid
within 33 days of receipt of a compliant grant agreement.

The provision for allocation is currently R465 million as at

31 March 2021,an increase of 54% from the previous financial
year. The increase in provision for allocation was due to the
postponement of the call for applications to 1 June 2020 due

to the nationwide lockdown. Adjudications commenced in
August 2020. Furthermore, the NLC only paid projects that were
implementable during the various levels of lockdown.
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Chief Financial Officer’s review continued

Cash disbursed amounted

to R952 million.

The NLC is mindful of the current economic realities. We

have therefore intensified our processes to improve efficiency

in expenditure. We therefore continue to ensure financial
sustainability by implementing strategies in place to ensure cost
management. Lessons learned from the COVID-19 pandemic
include more efficient ways of doing business. The improved
processes will continue to be implemented in future financial
years in order to maximize on cost savings. Operating costs
decreased by 4% to R534 million; however, this was mainly due
to the National Indaba that was deferred to the 2021/22 financial
year and limited travelling as a result of travel restrictions imposed
by lockdown regulations.

Expired and unclaimed prizes decreased by 11% over the past
year due to the operator’s continuous communication campaign
to inform participants/winners when prizes are won and when
these are about to expire. Furthermore, a portion of the expired
and unclaimed prizes was utilised to assist the operator in funding
guaranteed jackpots to boost sales of National Lottery tickets to
maximise funding for worthy causes.

Funds raised by society lotteries decreased by 44% as NPOs
struggled to raise projected funds from active schemes due to the
impact of the pandemic.

The fees received from society and scheme registrations

have increased by 14% over the past year due to more NPOs
registering societies and schemes. The NLC will continue to
educate and create awareness on society lotteries to assist NPOs
in generating their own revenue to enable their sustainability.

Supporting suppliers during
challenging times

The NLC is aware of the irrefutable research that indicates

the vital role SMMEs play in economic development and
sustainable job creation. Against this backdrop, the Commission’s
programmes are geared towards supporting small businesses

to enable meaningful participation in the economy. Through
enterprise and supplier development initiatives, we provide
financial and non-financial support to SMMEs to increase
economic participation, thus stimulating job creation.

The NLC remains committed to service delivery and the
upliftment of communities through the payment of our suppliers
within 30 days, as well as through supplier development
programmes, localising procurement and ensuring that our
beneficiaries are paid timeously within the legislated timeframes.
Despite the challenges presented within a pandemic context, the
NLC managed to pay its suppliers in 13 days on average.
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Ticket sales decreased by

9% to R1.488 billion due
to the impact of COVID-19

150 mitiion of

procurement with
designated groups.

During the year, total procurement with designated groups
amounted to R150 million as follows: Ownership by black
people (R127 million), Ownership by black youth (R8 million)
and Ownership by black women (R15 million). Supporting black
entrepreneurs remains a crucial part of our transformation
strategy, and we will continue to ensure black business share in
the NLC procurement budget.

We therefore continue to ensure financial sustainability by
implementing strategies in place to ensure cost management.
Lessons learned from the COVID-19 pandemic include more
efficient ways doing business. The improved processes will
continue to be implemented in future financial years in order to
maximize on cost savings.

Appreciation

I would like to take this opportunity to thank the shareholder,

the Board, Board Committees, the Commissioner and the
executive management team for their continued leadership and
support, together with the dedicated staff of the NLC. | would like
to extend a special thank you to the finance team for their tireless
pursuit of excellence.

The NLC continues to strive to pursue its ultimate ambition of
being a global leader in regulating safe and sustainable lotteries
and sports pools.
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Ms Xolile Ntuli
Chief Financial Officer
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