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REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinion 
1.	 I have audited the financial statements of the South African Diamond and Precious Metals Regulator (SADPMR) set out on pages 

62 to 92 which comprise the statement of financial position as at 31 March 2019, the statement of financial performance, 
statement of changes in net assets, statement of cash flows, budget statement for the year then ended, as well as the notes to the 
financial statements, including a summary of significant accounting policies. 

2.	 In my opinion, the financial statements present fairly, in all material respects, the financial position of the SADPMR as at 31 March 
2019, and its financial performance and cash flows for the year then ended in accordance with the South African Standards of 
Generally Recognised Accounting Practice (SA Standards of GRAP), and the requirements of the Public Finance Management Act 
of South Africa, 1999 (Act no.1 of 1999) (PFMA) and the Diamonds Amendment Act, 2005 (Act no. 29 of 2005) (DAA).

Basis for opinion 
3.	 I conducted my audit in accordance with the International Standards on Auditing (ISAs). My responsibilities under those standards 

are further described in the auditor-general’s responsibilities for the audit of the financial statements section of this auditor’s report. 

4.	 I am independent of the public entity in accordance with sections 290 and 291 of the International Ethics Standards Board for 
Accountants’ Code of ethics for professional accountants (IESBA code), parts 1 and 3 of the International Ethics Standards Board 
for Accountants’ International Code of Ethics for Professional Accountants (including International Independence Standards) and 
the ethical requirements that are relevant to my audit in South Africa. I have fulfilled my other ethical responsibilities in accordance 
with these requirements and the IESBA codes. 

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

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

Material impairment 
7.	 As disclosed in note 5 to the financial statements, material losses of R3 220 226 was incurred as a result of impairment of 

irrecoverable trade debtors.

Responsibilities of the accounting authority for the financial statements 
8.	 The accounting authority is responsible for the preparation and fair presentation of the financial statements in accordance with the SA 

Standards of GRAP, the requirements of PFMA and the DAA, and for such internal control as the accounting authority determines is 
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error. 

9.	 In preparing the financial statements, the accounting authority is responsible for assessing the South African Diamond and Precious 
Metals Regulator’s ability to continue as a going concern, disclosing, as applicable, matters relating to going concern and using 
the going concern basis of accounting unless the accounting authority either intends to liquidate the public entity or to cease 
operations, or has no realistic alternative but to do so.

AUDITOR-GENERAL’S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS 
10.	My objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, 

whether due to fraud or error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit conducted in accordance with the ISAs will always detect a material misstatement when 
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in aggregate, they could reasonably 
be expected to influence the economic decisions of users taken on the basis of these financial statements. 

11.	A further description of my responsibilities for the audit of the financial statements is included in the annexure to this auditor’s 
report. 

Report of the auditor-general to Parliament on the 
South African Diamond and Precious Metals Regulator 
Report on the audit of the financial statements
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REPORT ON THE AUDIT OF THE ANNUAL PERFORMANCE REPORT
Introduction and scope 
12.	In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and the general notice issued in 

terms thereof, I have a responsibility to report material findings on the reported performance information against predetermined 
objectives for selected programmes presented in the annual performance report. I performed procedures to identify findings but 
not to gather evidence to express assurance. 

13.	My procedures address the reported performance information, which must be based on the approved performance planning 
documents of the entity. I have not evaluated the completeness and appropriateness of the performance measures included in 
the planning documents. My procedures also did not extend to any disclosures or assertions relating to planned performance 
strategies and information in respect of future periods that may be included as part of the reported performance information. 
Accordingly, my findings do not extend to these matters. 

14.	I evaluated the usefulness and reliability of the reported performance information in accordance with the criteria developed from 
the performance management and reporting framework, as defined in the general notice, for the following selected programmes 
presented in the annual performance report of the entity for the year ended 31 March 2019:

Programmes Pages in the annual performance report

Programme 2 – Diamond trade 17

Programme 3 – Regulatory compliance 23

15.	I performed procedures to determine whether the reported performance information was properly presented and whether 
performance was consistent with the approved performance planning documents. I performed further procedures to determine 
whether the indicators and related targets were measurable and relevant, and assessed the reliability of the reported performance 
information to determine whether it was valid, accurate and complete. 

16.	The material findings in respect of the usefulness and reliability of the selected objectives are as follows:

Programme 3: Regulatory compliance
Number of Licenses issued within 60 working days based on the completeness of the applications
17.	The indicator approved in the annual performance was “number of licenses issued within 60 working days based on the 

completeness of the applications”. However, the target reported in the annual performance report was “percentage of licenses 
issued”. Moreover, the approved planned target “75% applications received” was inconsistent with the approved performance 
indicator that was measured as number of licenses issued.

Number of License renewals processed within 60 working days based on the completeness of the applications 
18.	The indicator approved in the annual performance report was “number of license renewals processed within 60 working days 

based on the completeness of the applications”. However, the target reported in the annual performance report was “percentage 
of license renewals received”. Moreover, the approved planned target “100% renewal applications received” is inconsistent 
with the approved performance indicator which was measured as number of licenses issued. 

19.	I did not raise any material findings on the usefulness and reliability of the reported performance information for this programme:

	 •  Programme 2 – Diamond trade.

Other matters 
20.	I draw attention to the matters below.

Achievement of planned targets 
21.	Refer to the annual performance report on pages 17 to 23 for information on the achievement of planned targets for the year 

and explanations provided for the under and over achievement of a number of targets. This information should be considered in 
the context of the material findings on the usefulness and reliability of the reported performance information in paragraphs 17 to 
19 of this report.

Adjustment of material misstatements 
22.	I identified material misstatements in the annual performance report submitted for auditing. These material misstatements were on 

the reported performance information of Diamond trade and Regulatory compliance. As management subsequently corrected 
only some of the misstatements, I raised material findings on the usefulness and reliability of the reported performance information. 
Those that were not corrected are reported above. Report on the audit of compliance with legislation
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Introduction and scope 
23.	In accordance with the PAA and the general notice issued in terms thereof, I have a responsibility to report material findings on 

the compliance of the entity with specific matters in key legislation. I performed procedures to identify findings but not to gather 
evidence to express assurance. 

24.	The material finding on compliance with specific matters in key legislations is as follows:

Procurement and contract management 
25.	Goods and services of a transaction value above R500 000 were procured without inviting competitive bids, as required by 

treasury regulation 16A6.1.

OTHER INFORMATION 
26.	The accounting authority is responsible for the other information. The other information comprises the information included in the 

annual report which includes the directors’ report and the audit committee’s report. The other information does not include the 
financial statements, the auditor’s report and those selected strategic objectives presented in the annual performance report that 
have been specifically reported in this auditor’s report. 

27.	My opinion on the financial statements and findings on the reported performance information and compliance with legislation 
do not cover the other information and I do not express an audit opinion or any form of assurance conclusion thereon. 

28.	In connection with my audit, my responsibility is to read the other information and, in doing so, consider whether the other 
information is materially inconsistent with the financial statements and the selected strategic objectives presented in the annual 
performance report, or my knowledge obtained in the audit, or otherwise appears to be materially misstated.

29.	I did not receive the other information prior to the date of this auditor’s report. When I do receive and read this information, if I 
conclude that there is a material misstatement therein, I am required to communicate the matter to those charged with governance 
and request that the other information be corrected. If the other information is not corrected, I may have to retract this auditor’s 
report and re-issue an amended report as appropriate. However, if it is corrected this will not be necessary. 

INTERNAL CONTROL DEFICIENCIES
30.	I considered internal control relevant to my audit of the financial statements, reported performance information and compliance 

with applicable legislation; however, my objective was not to express any form of assurance on it. The matters reported below 
are limited to the significant internal control deficiencies that resulted in the findings on the annual performance report and the 
findings on compliance with legislation included in this report. 

31.	Management did not ensure that sufficient controls are in place to prepare accurate and complete performance reports that are 
supported and evidenced by reliable information. 

32.	Management did not ensure that sufficient controls to monitor compliance with laws and regulations relating to procurement and 
contract management were implemented. 

OTHER REPORTS 
33.	I draw attention to the following engagements conducted by various parties that have or could potentially have an impact on 

the entity’s financial statements, reported performance information and compliance with applicable legislation and other related 
matters. These reports did not form part of my opinion on the financial statements or my findings on the reported performance 
information or compliance with legislation. 

Investigation 
34. An independent consultant investigated an allegation of possible misappropriation of the public entity’s assets at the request of the 

public entity, which covered the period 1 April 2018 to 31 March 2019. The investigation concluded on 31 March 2019 and 
resulted in criminal proceedings against one employee. These proceedings were in progress at the date of this auditor’s report.

Johannesburg
31 July 2019
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Annexure – Auditor-general’s responsibility for 
the audit 
1.	As part of an audit in accordance with the ISAs, I exercise professional judgement and maintain professional scepticism throughout 

my audit of the financial statements, and the procedures performed on reported performance information for selected objectives 
and on the public entity’s compliance with respect to the selected subject matters.

FINANCIAL STATEMENTS 
2.	In addition to my responsibility for the audit of the financial statements as described in this auditor’s report, I also:
•	 identify and assess the risks of material misstatement of the financial statements whether due to fraud or error, design and perform 

audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for my 
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud 
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control

•	 obtain an understanding of internal control relevant to the audit 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 public entity’s internal control

•	 evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures 
made by the accounting authority

•	 conclude on the appropriateness of the accounting authority’s use of the going concern basis of accounting in the preparation 
of the financial statements. I also conclude, based on the audit evidence obtained, whether a material uncertainty exists related 
to events or conditions that may cast significant doubt on the South African Diamond and Precious Metals Regulator’s ability to 
continue as a going concern. If I conclude that a material uncertainty exists, I am required to draw attention in my auditor’s report 
to the related disclosures in the financial statements about the material uncertainty or, if such disclosures are inadequate, to modify 
the opinion on the financial statements. My conclusions are based on the information available to me at the date of this auditor’s 
report. However, future events or conditions may cause a public entity to cease continuing as a going concern

•	 evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the 
financial statements represent the underlying transactions and events in a manner that achieves fair presentation

COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE 
3.	I communicate with the accounting authority regarding, among other matters, the planned scope and timing of the audit and 

significant audit findings, including any significant deficiencies in internal control that I identify during my audit. 

4.	I also confirm to the accounting authority that I have complied with relevant ethical requirements regarding independence, and 
communicate all relationships and other matters that may reasonably be thought to have a bearing on my independence and, 
where applicable, related safeguards. 
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Accounting Authority’s Responsibilities 
and Approval

The members of the Board are required by the Public Finance 
Management Act (Act 1 of 1999), as amended, to maintain 
adequate accounting records and are responsible for the 
content and integrity of the annual financial statements and 
related financial information included in this report. It is the 
responsibility of the accounting authority to ensure that the 
annual financial statements fairly present the state of affairs of 
the entity as at the end of the financial year and the results 
of its operations and cash flows for the period then ended. 
The external auditors were engaged to express an independent 
opinion on the annual financial statements and were given 
unrestricted access to all financial records and related data.

The annual financial statements have been prepared in 
accordance with Standards of Generally Recognised 
Accounting Practice (GRAP).

The annual financial statements are based upon appropriate 
accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. The 
members of the Board acknowledge that they are ultimately 
responsible for the system of internal financial control established 
by the entity and place considerable importance on maintaining 
a strong control environment. To enable the members to meet 
these responsibilities, the accounting authority sets standards for 
internal control aimed at reducing the risk of error or deficit in a cost 
effective manner. The standards include the proper delegation 
of responsibilities within a clearly defined framework, effective 
accounting procedures and adequate segregation of duties to 
ensure an acceptable level of risk. These controls are monitored 
throughout the entity and all employees are required to maintain 
the highest ethical standards in ensuring the entity’s business is 
conducted in a manner that in all reasonable circumstances is 
above reproach. The focus of risk management in the entity is 
on identifying, assessing, managing and monitoring all known 
forms of risk across the entity. While operating risk cannot be 
fully eliminated, the entity endeavours to minimise it by ensuring 

that appropriate infrastructure, controls, systems and ethical 
behaviour are applied and managed within predetermined 
procedures and constraints.

The members of the Board are of the opinion, based on the 
information and explanations given by management that the 
system of internal control provides reasonable assurance that 
the financial records may be relied on for the reasonable, and 
not absolute, assurance against material misstatement or deficit.

The members of the Board have reviewed the entity’s cash flow 
forecast for the year to 31 March 2020 and in the light of this 
review and the current financial position, they are satisfied that 
the entity has or has access to adequate resources to continue 
in operational existence for the foreseeable future.

The Regulator is dependent on the government grants, license, 
penalties and service fees for the continued funding of its 
operations. The annual financial statements are prepared on the 
basis that the Regulator is a going concern and that the Board 
is primarily responsible for the financial affairs of the entity. The 
Regulator is supported by the entity’s internal auditors.

The Auditor-General of South Africa is responsible for 
independently auditing and reporting on the entity’s annual 
financial statements. The annual financial statements have been 
examined by the Auditor-General of South Africa.

The annual financial statements set out on pages 4 to 40, 
which were prepared on the going concern basis, approved 
by the accounting authority on 30 July 2019 and signed on its 
behalf by:

	

Mr. C Khosa	 Dr S Manese 
Chief Executive Officer	 Chairperson	
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Notes
2019

R

Restated
2018

R

Assets

Non-current Assets

Property, plant and equipment 2 6,962,157 7,577,409

Intangible assets 3 1,187,802 1,033,373

Total Non-Current Assets 8,149,959 8,610,782

Current Assets

Inventory 4 641,223 567,834

Receivables from exchange transactions 5 5,390,469 5,184,696

Cash and cash equivalents 6 27,496,169 40,470,843

Financial instruments 7 28,944,274 26,852,632

Total Current Assets 62,472,135 73,076,005

Total Assets 70,622,094 81,686,787

Net Assets and Liabilities

Accumulated Surplus 57,006,238 61,515,255

57,006,238 61,515,255

Non-current Liabilities

Finance lease obligations 8 355,285 -

Post retirement medical aid 9 674,000 1,327,000

1,029,285 1,327,000

Current Liabilities

Payables from exchange transactions 10 5,362,767 5,117,679

Provisions 11 4,250,000 7,362,140

Finance lease obligations 8 233,191 -

Deferred income 13 2,500,000 5,833,333

Operating lease liability 12 240,613 531,380

Total Current Liabilities 12,586,571 18,844,532

Total Net Assets and Liabilities 70,622,094 81,686,787

Statement of Financial Position
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Notes
2019

R

Restated
2018

R

Revenue from exchange transactions 51,378,720 46,730,546

Licence, penalty and service fees 46,580,029 42,154,031

Interest income 4,354,770 4,198,280

Other income 14 443,921 378,235

Revenue from non-exchange transactions 62,438,332 59,198,334

Transfer payment (Grant) 59,105,000 55,865,002

WGM Grant 3,333,332 3 333 332

Total operating revenue 113,817,052 105,928,880

Expenditure

Finance costs 85,711 27

Debtors impairment 2,361,225 357,184

Debtors written off – 1,767

Employee costs 18 77,956,321 73,883,429

Depreciation and amortisation 1,548,974 1,750,425

Other operating expenses 17 21,073,904 22,878,292

Total expenditure 103,026,135 98,871,124

Fair value gain 66 73,485

Loss on disposal of property, plant and equipment – (26,895)

Total other income 66 46,590

Surplus for the year 10,790,983 7,104,346

Statement of Financial Performance

Statement of Changes in Net Assets

Figures in R
Accumulated

surplus Total

Balance at 1 April 2017 54,410,909 54,410,909

Restated surplus 7,104,346 7,104,346

Surplus for the year 5,634,633 5,634,633

Correction of prior period error 1,469,713 1,469,713

Balance at 31 March 2018 61,515,255 61,515,255

Balance at 1 April 2018 61,515,255 61,515,255

Surrendered to National Treasury (15,300,000) (15,300,000)

Surplus for the year 10,790,983 10,790,983

Balance at 31 March 2019 57,006,238 57,006,238
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Statement of Cash Flows

Notes
2019

R

Restated
2018

R

Cash flows from operating activities

Cash receipts from customers, government and others 109,256,509 103,089,720

Transfer payment (Grant) 59,105,000 55,865,002

Other receipts 50,151,509 47,224,718

Cash paid to suppliers and employees (107,705,253) (97,782,761)

Cash generated from operations 20 1,551,256 5,306,959

Interest received 4,104,032 3,977,311

Finance costs (85,711) (27)

Net cash from operating activities 5,569,577 9,284,243

Cash flows from investing activities

Property, plant and equipment acquired (793,613) (334,323)

Intangible assets acquired 3 (294,538) -

Re-investment of interest 7 (2,091,576) (1,945,128)

Net cash flows from investing activities (3,179,727) (2,279,451)

Cash flows from financing activities

(Decrease)/ Increase in defined benefits obligations (653,000) (100,651)

Surrendered to National Treasury (15,300,000) -

Increase/(Decrease) in finance lease obligations 588,476 (5,889)

Cash flows from financing activities (15,364,524) (106,540)

Increase in cash and cash equivalents (12,974,674) 6,898,252

Cash and cash equivalents at beginning of the period 40,470,843 33,572,591

Cash and cash equivalents at end of the period 27,496,169 40,470,843



SADPMR ANNUAL REPORT 2018/201960

Budget Statement

Figures in R Actual Budget Variance Variance %

Revenue from exchange transactions 51,378,720 53,385,913 (2,007,193)

Licence, penalty and service fees 46,580,029 49,344,955 (2,764,926) -6 %

Interest received 4,354,770 3,800,000 554,770 15 %

Other Income 443,921 240,958 202,963 84 %

Revenue from non exchange transactions 62,438,332 62,425,766 12,566

Transfer payment (Grant) 59,105,000 59,105,000 - 0 %

WGM Grant 3,333,332 3,320,766 12,566 0 %

Total revenue 113,817,052 115,811,679 (1,994,627)

Expenditure

Administration expenses 166,728 163,463 (3,265) -2 %

Advertising 3,861 3,600 (261) -7 %

Audit Fees 2,538,410 2,489,095 (49,315) -2 %

Board fees 1,844,046 1,694,000 (150,046) -9 %

CSR Programmes 15,500 15,500 - 0 %

Domestic Travel 1,969,093 2,081,822 112,729 5 %

Finance costs 85,711 85,000 (711) -1 %

Hiring of equipment 97,333 97,280 (53) 0 %

Hospitality 113,770 113,678 (92) 0 %

Inspection costs 300,484 325,623 25,139 8 %

Insurance 685,459 763,137 77,678 10 %

International travel 686,456 652,764 (33,692) -5 %

Inventory costs 803,981 960,363 156,382 16 %

Kimberley Process 3,182,802 4,320,766 1,137,964 26 %

Legal fees (1,711,676) - 1,711,676

Licences 983,217 1,217,159 233,942 19 %

Motor vehicle expenses 182,617 175,548 (7,069) -4 %

Office lease - Municipal services 2,456,678 2,713,264 256,586 9 %

Office lease - space and parking 1,308,742 1,302,544 (6,198) 0 %

Post employment benefits - Medical (575,445) 145,125 720,570 497 %

Postage and courier 59,617 74,552 14,935 20 %

Public relations 935,181 933,374 (1,807) 0 %

Recruitment and selection costs 227,124 228,144 1,020 0 %

Repairs and maintenance 524,299 540,577 16,278 3 %

Security 957,377 928,049 (29,328) -3 %

Staff remuneration 78,129,457 84,230,398 6,100,941 7 %

Staff Welfare 220,327 261,936 41,609 16 %

Subscriptions and membership fees 53,174 68,980 15,806 23 %

System support fees 211,628 211,305 (323) 0 %

Telecommunication 1,976,717 2,050,915 74,198 4 %
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Budget Statement

Figures in R Actual Budget Variance Variance %

Training and Development 698,965 660,000 (38,965) -6 %

Transformation 27,377 150,000 122,623 82 %

Expenditure (continued)

Venue and Facilities 61,209 133,265 72,056 54 %

Warehousing 68,853 85,992 17,139 20 %

Total expenditure excluding non cash items 99,289,072 109,877,218 10,588,146

Surplus for the year before non cash items 14,527,980 5,934,461 8,593,519

Less non cash expenditure:

Debtors impairment adjustment 2,361,225 - (2,361,225) -100 %

Depreciation and amortisation 1,548,974 1,550,000 1,026 0 %

Fair Value Adjustment (66) - 66 -100 %

Leave pay provision (173,136) 1,285,726 1,458,862 -843 %

Total non cash expenditure 3,736,997 2,835,726 (901,271)

Surplus for the year including non cash 
expenditure

10,790,983 3,098,735 7,692,248

Variance Explanation

An explanation of the material differences between actual amounts and the budget amounts.

Revenue

Other income 84%
The difference emanates from the receivables raised for the recovery of a loss incurred through misconduct.

Expenditure

Kimberly process: 26%
The difference emanates from the reprioritisation of international engagements and technical assistance aligned with the chairing 
of the Working Group on Monitoring.

Post-employment benefits - Medical: 497%

The difference is due to the termination of benefits for 
a pensioner who passed-on during the year under 
review.

Transformation: 82%
The difference emanates from the under spending on travel expenses as the focus was on the licensees located in and around 
Gauteng.

Venues and Facilities: 54%
The difference is due to the reduction in hiring of venues for conferences and workshops. Most of the workshops were done 
in-house and in collaboration with the Department of Mineral Resources.
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Segment Reporting
for the year ended 31 March 2019

Figures in R
Diamond

trade
Regulatory
compliance Other

Restated
Total

Revenue

Revenue from non–exchange transactions – 62,438,332 62,438,332

Revenue from exchange transactions 34,096,389 12,569,442 4,712,889 51,378,720

Total segment revenue 34,096,389 12,569,442 67,151,221 113,817,052

Expenses

Salaries and wages 12,315,504 23,474,307 42,166,510 77,956,321

Depreciation and amortisation – – 1,548,974 1,548,974

Other expenses 1,402,019 1,158,754 18,598,842 21,159,615

Total segment expenses 13,717,523 24,633,061 62,314,326 100,664,910

Assets

Segmental assets 1,628,361 627,862 68,365,871 70,622,094

Liabilities – – 70,622,094 70,622,094

Capital expenditure – – 1,088,151 1,088,151

Non–cash items excluding depreciation – – 2,361,225 2,361,225

for the year ended 31 March 2018

Revenue

Revenue from non–exchange transactions – – 59,198,334 59,198,334

Revenue from exchange transactions 38,392,241 3,854,190 4,484,115 46,730,546

Total segment revenue 38,392,241 3,854,190 63,682,449 105,928,880

Expenses

Salaries and wages 11,439,531 22,272,702 40,171,196 73,883,429

Depreciation and amortisation – – 1,750,425 1,750,425

Other expenses 5,407,217 1,142,697 16,328,405 22,878,319

Total segment expenses 16,846,748 23,415,399 58,250,026 98,512,173

Assets

Segmental assets 1,816,272 376,382 79,494,133 81,686,787

Liabilities – -81,686,787 81,686,787

Capital expenditure – -334,323 334,323

Non–cash items excluding depreciation – -358,951 358,951
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1.	   ACCOUNTING POLICIES 
1.1	   Basis of preparation
The financial statements have been prepared in accordance with the South African Standards of Generally Recognised Accounting 
Practice (GRAP), as issued by the Accounting Standards Board in accordance with Section 91(1) of the Public Finance Management 
Act, (Act No 1 of 1999).

The annual financial statements have been prepared on an accrual basis of accounting and incorporate the historical cost conventions 
as the basis of measurement, except where specified otherwise.

The principal accounting policies, applied in the preparation of these annual financial statements, are set out below. These accounting 
policies are consistent with those applied in the preparation of the prior year annual financial statements, unless specified otherwise.

1.2	 PRESENTATION CURRENCY AND FUNCTIONAL CURRENCY
These annual financial statements are presented in South African Rand, which is the functional currency of the entity.

Going concern assumption
These annual financial statements were prepared based on the expectation that the entity will continue to operate as a going concern 
in the foreseeable future.

Use of estimates and judgements
Preparation of financial statements in conformity with GRAP requires management to make judgements, estimates and assumptions 
that affect the application of accounting policies and the reported amounts of assets, liabilities, revenue and expenditure. Actual 
results may differ from estimates.

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

1.3	 RECOGNITION AND MEASUREMENT
Revenue recognition
Revenue from exchange transactions
Revenue from the sale of diamond books and registers is recognised at the date of sale.

Revenue from licence fees is recognised upon receipt of applications.

Revenue from service fees is recognised when services are completed and billed.

Revenue from non–exchange transactions
Transfer payments from the Department of Mineral Resources (DMR) are recognised as income over the periods necessary to match them 
with the related costs that they are intended to compensate.

Interest received
Interest received is recognised on a time proportionate basis using the effective interest rate method.

Property, plant and equipment
Items of property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.
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Depreciation is charged to surplus/deficit so as to write off the cost or valuation of assets over their estimated useful lives, using the 
straight line method.

Useful lives and residual values are assessed on an annual basis.

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 or nominal cost, its costs is its fair value as at the date 
of acquisition.

The estimated useful lives of property, plant and equipment are currently as follows:

Item	 Years
Furniture and fittings	 20 years
Motor vehicles	 10 years
Office equipment	 10 years
Computer equipment	 5 years
Security equipment – Safes	 50	years
Security systems – other	 10	years
Leased office equipment	� Shorter of the lease term or useful life
Leasehold improvements	� Shorter of the lease term or useful life

The residual value, as well as 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 estimate.

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.

During the year under review, assets that had zero carrying amount and were set aside for disposal, were brought back to circulation. 
The delay in moving to new offices, budget reprioritisation and the implementation of cost containment measures were some of the 
factors. Management has assessed the useful lives of the assets. This exercise has noted the useful lives of some of the assets being 
more than the revised ones which resulted in some inconsistencies with the above policy.

A gain or a loss arising from the derecognition of an item of property, plant and equipment is included in the surplus or deficit when 
the item is derecognised. A gain or a 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.

Subsequent expenditure incurred on items of property, plant and equipment is only capitalised to the extent that such expenditure 
enhances the value or previous capacity of those assets. Repairs and maintenance not deemed to enhance the economic benefit or 
service potential of items of property, plant and equipment are expensed as incurred.

Intangible assets
Intangible assets are stated at cost less accumulated amortisation.

Amortisation is charged to surplus/deficit so as to write off the cost or valuation of intangible assets over their estimated useful lives, 
using the straight line method.
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The amortisation period and the amortisation method for intangible assets are reviewed on an annual basis.The cost of an item of 
intangible assets is the purchase price and other costs attributable to bringing 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 or nominal cost, its costs is its 
fair value as at the date of acquisition.

An intangible asset shall be derecognised on disposal or when no future economic benefits or service potential are expected from 
its use or disposal.

A gain or a loss arising from the derecognition of an intangible asset is included in the surplus or deficit when the item is derecognised. A 
gain or a loss arising from the derecognition of an intangible asset is determined as the difference between the net disposal proceeds, if 
any, and the carrying amount of the item.

Item	 Years
Software owned	 3 years
Leased software	 Shorter of the lease term or useful life

Leases
Finance leases – lessee
Finance leases are recognised as assets in the statement of financial position at amounts equal to the lower of fair value of the leased 
property and the present value of the minimum lease payments. The corresponding lease commitments are recognised in the statement 
of financial position as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the leases.

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance charge 
is allocated to each period during the lease term so as to produce a constant periodic rate on the remaining balance of the liability.

Operating leases lessee
Operating lease payments are recognised as an expense in the statement of financial performance on a straight line basis over the 
lease term. The difference between the actual amounts and straight lined amounts is recognised as an operating lease asset or liability 
in the statement of financial position.

Provisions and contingencies
Provisions
Provisions are recognised when the SADPMR has a present legal or constructive obligation as a result of past events, for which it is 
probable that an outflow of economic benefits or service potential will be required to settle the obligation, and a reliable estimate 
can be made of the obligation.

All provisions of the SADPMR are short term in nature and thus ignore the effect of discounting.

Contingent liabilities
These are liabilities that will only become payable by the SADPMR should some other event occur.
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Due to the uncertainty of the occurrence or non–occurrence of such events, (the actual amount of the liability may not have been established), 
these are not accounted for in the statement of financial position and they are disclosed in the notes to the financial statements.

Contingent assets
These are possible assets that arise from past events, and whose existence will be confirmed only by the occurrence or non–
occurrence of one or more uncertain future events not wholly within the control of the entity.

Due to the uncertainty of the occurrence or non occurrence of such events, they are not accounted for in the statement of financial position 
and they are only disclosed in the notes to the financial statements.

Inventory
Inventory consists of broker’s notes, certificates and registers held for resale and consumables held for office use.

Subsequent measurement
Inventories shall be measured at the lower of cost or current replacement cost where they are held for distribution at no charge or for 
a nominal charge.

Cost is determined on the following basis
Broker’s notes, certificates, registers and consumables are valued using the first–in–first–out basis.

Cost of sales
When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in which the related 
revenue is recognised. The amount of any write–down, adjustments and all deficits of inventories are recognised in the surplus or deficit.

1.3.1 FINANCIAL INSTRUMENTS
Initial recognition and measurement
All financial instruments are initially recognised at fair value, including transaction costs, with the exception of financial instruments 
measured at fair value through surplus or deficit, which are valued at fair value excluding transaction costs.

•	 Trade and other receivables from exchange transactions
Trade and other receivables from exchange transactions are stated at amortised cost, which, due to their short term nature, closely 
approximate their fair value.

Other receivables consist of deposits relating to the leasing of premises and legal fees recoverable.  

•	 Trade and other payables from exchange transactions
Trade and other payables from exchange transactions are stated at amortised cost, which, due to their short term nature, closely 
approximate their fair value.

Other payables consist of export levy payable to the South African Revenue Services (SARS). These payables are stated at cost.

•	 Financial instruments at fair value
Financial instruments at fair value are subsequently measured at fair value and the fair value adjustments are recognised in the surplus 
or deficit.
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•	 Cash and cash equivalents
Cash and cash equivalents comprise cash at bank, cash on hand and deposits held on call. Cash and cash equivalents are stated 
at amortised cost, which, due to their short term nature, closely approximate their fair value.

Financial liabilities
•	 Offsetting
Financial assets and financial liabilities have not been offset in the Statement of Financial Position.

•	 Impairment of financial assets
At the end of each reporting period the entity assesses all financial assets, other than those at fair value through surplus or deficit, to 
determine whether there is objective evidence that a financial asset or group of financial assets has been impaired.

The carrying amount of the receivable is reduced through the use of an allowance account. Impaired debts are derecognised when 
they are assessed as irrecoverable.

For amounts due to the entity, significant financial difficulties of the debtor e.g.defaulting on payment terms are all considered 
indicators of impairment. As the indicators are subject to uncertainty and as such may change in future financial periods. Such 
changes in estimates may have the effect of decreasing impairment losses recognised. Impairment losses are recognised in surplus 
or deficit.

•	 Derecognition
A financial asset (or, where applicable, a part of a financial asset) is derecognised when:
–	 The rights to receive cash flow from the asset have expired;
–	� The entity retains the right to receive cash flow from the asset, but has assumed the obligation to pay them in full without material 

delay to a third party under a “pass–through” arrangement; or
–	� The entity has transferred its right to receive cash flows from the asset and either
	 • �Has transferred substantially all the risks and rewards of the assets, or
	 • �Has neither transferred nor retained substantially all the risks and rewards of the assets, has transferred control of the asset,

A financial liability is derecognised when an obligation under the liability is discharged, cancelled or expires. On derecognition, the 
difference between the carrying amount of the financial assets and the sum of the proceeds receivable and any prior adjustment to 
reflect the fair value of the asset that had been reported in net assets, is included in the surplus or deficit for the period.

Accruals
Accruals are recognised as liabilities when the entity has taken receipt of the related goods or services without a corresponding 
payment.

The amount of accruals is the present value of the expenditure required to settle the obligation. Accruals are not recognised for future 
operating deficits.

Commitments
Commitments are not recognised in the Statement of Financial Position and Statement of Financial Performance but are included in 
the disclosure notes of the annual financial statements. The Commitments amount represents the net of contract amount less payments 
and acruals up to the date of reporting

Employee benefits
Employee benefits are all forms of consideration given by the Regulator in exchange for service rendered.
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Post–employment Benefits
Post–employment benefits are benefits which are payable after the completion of employment.

Post–employment benefit plans are formal or informal arrangements under which the SADPMR provides post employment benefits for 
employees.

The SADPMR uses the cost to company remuneration policy and it expects its employees to make their own provisions for post–
retirement benefits under this policy. Only two retired employees received the post–employment medical contributions and this is 
disclosed under note 9 to the financial statements.

Valuation method
The actuarial valuation method used to value liabilities is the Projected Unit Credit Method prescribed by the accounting standards.

The most significant assumptions used for the current valuation are outlined below.

2019 2018

Consumer Price Inflation 5.61% 5.75%

Health care cost inflation 7.11% 7.25%

Discount rate 9.09% 8.09%

Real discount 1.85% 0.78%
 
Budgets
Budget information in accordance with GRAP 1 and 24, has been provided in a separate statement of comparison of budget and 
actual performance. The operational budget is monitored against actual expenditure incurred.

Standards and Pronouncements comprising the GRAP Financial Reporting Framework
The following standards have been approved but are not yet effective as at 31 March 2019. The impact that these standards will 
have on the entity is detailed below. A list of these standards is provided below:

GRAP Standards Impact Effective date

GRAP 20 Related party
disclosures

The SADPMR complies with the standard requirements. 1–Apr–19

GRAP 32 Service Concession
Arrangements:
Grantor

This standard will have no impact as the SADPMR does not engage in 
service concession arrangements.

1–Apr–19

GRAP 108 Statutory Receivables This standard will have an impact on the entity, as there are receivables 
raised on the basis of legislative requirements.

1–Apr–19

GRAP 109 Accounting by
Principals and Agents

This will have an impact on the entity, if the Executive Authority 
engages in these types of transactions

1–Apr–19

Segment reporting
The entity is organised and reports to management on the basis of three functional areas: Diamond trade , Regulatory compliance 
and other services. The segments were organised around the type of service delivered. Management uses these same segments for 
determining strategic objectives. Segments were not aggregated for reporting purposes.
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Information reported on these segments is used by management as a basis for evaluating the segments’ performances and for making 
decisions about the allocation of resources. The disclosure of information about these segments is also considered appropriate for 
external reporting purposes.

Segment results reported include items directly attributable to the segments as well as those that can be allocated on a reasonable basis.

Measurement
The accounting policies of the segments are the same as those described in the summary of significant accounting policies

Material losses through criminal conduct
In terms of section 55(2)(b)(i) of the Public Finance Management Act, 1999 the financial statements must include particulars of any 
material losses through criminal conduct.

Irregular expenditure
Irregular expenditure means expenditure, incurred in contravention of, or that is not in accordance with a requirement of any 
applicable legislation, including:
•	 The Public Finance Management Act, or
•	 State Tender Board Act, 1968

Fruitless and wasteful expenditure
Fruitless and wasteful expenditure means expenditure which was made in vain and would have been avoided had reasonable care 
been exercised. All irregular, fruitless and wasteful expenditure is charged against income in the period in which they are incurred.

Prior period errors
Where material accounting errors, which relate to prior periods, have been identified in the current year, the correction is made 
retrospectively as far as is practicable and the prior year comparatives are restated accordingly.

2. Property, plant and equipment

Owned and leased 
assets

Cost
R

Accumulated
depreciation

R

31 March 2019
Carrying value

R
Cost

R

Accumulated
depreciation

R

Restated
31 March 2018
Carrying value

R

Computer equipment 6,590,027 (5,570,476) 1,019,551 6,590,027 (5,284,030) 1,305,997

Furniture and fittings 3,989,943 (1,956,806) 2,033,137 3,970,221 (1,815,269) 2,154,952

Leased office equipment 738,416 (184,604) 553,812 346,986 (346,986) –

Leasehold improvements 2,189,487 (2,004,778) 184,709 2,189,487 (1,855,074) 334,413

Motor vehicles 1,962,786 (1,567,075) 395,711 1,962,786 (1,412,443) 550,343

Office equipment 4,043,210 (2,359,743) 1,683,467 4,007,734 (2,056,632) 1,951,102

Security systems, 
machinery and safes

4,374,521 (3,282,751) 1,091,770 4,374,521 (3,093,919) 1,280,602

23,888,390 (16,926,233) 6,962,157 23,441,762 (15,864,353) 7,577,409

The carrying amounts of property, plant and equipment can be reconciled as follows:
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Owned and leased assets

Carrying value
at beginning 

of year
R

Additions
R

Disposals
R

Depreciation
R

31 March 2019
Carrying value

R

Computer equipment 1,305,997 – – (286,446) 1,019,551

Furniture and fittings 2,154,952 19,723 – (141,538) 2,033,137

Leased office equipment – 738,416 – (184,604) 553,812

Leasehold improvements 334,413 – – (149,704) 184,709

Motor vehicles 550,343 – – (154,632) 395,711

Office equipment 1,951,102 35,474 – (303,109) 1,683,467

Security systems, machinery and safes 1,280,602 – – (188,832) 1,091,770

7,577,409 793,613 – (1,408,865) 6,962,157

Owned and leased assets

Carrying value 
at beginning 

of year
R

Additions
R

Disposals
R

Depreciation
R

Restated
31 March 2018
Carrying value

R

Computer equipment 1,490,661 127,992 (4,272) (308,384) 1,305,997

Furniture and fittings 2,250,018 48,213 (4,159) (139,120) 2,154,952

Leased office equipment 5,073 – – (5,073) –

Leasehold improvements 441,010 94,868 – (201,465) 334,413

Motor vehicles 659,222 – – (108,879) 550,343

Office equipment 2,200,559 63,250 (11,330) (301,377) 1,951,102

Security systems, machinery and safes 1,477,125 – (7,133) (189,390) 1,280,602

8,523,668 334,323 (26,894) (1,253,688) 7,577,409

Obligations under finance leases are secured by the lessors’ title to the leased assets. 

3. INTANGIBLE ASSETS

Owned and leased assets
Cost

R

Accumulated
depreciation

R

31 March 2019
Carrying value

R
Cost

R

Accumulated
depreciation

R

Restated 
31 March 2018
Carrying value

R

Computer software – owned 4,361,516 (3,173,714) 1,187,802 4,066,976 (3,033,603) 1,033,373

4,361,516 (3,173,714) 1,187,802 4,066,976 (3,033,603) 1,033,373

The carrying amounts of intangible assets can be reconciled as follows:
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Owned and leased assets

Carrying value
at beginning

of year
R

Additions
R

Amortisation
R

Disposals
R

31 March 2019
Carrying value

R

Computer software – owned 1,033,373 294,538 (140,109) – 1,187,802

1,033,373 294,538 (140,109) – 1,187,802

Owned and leased assets

Carrying value
at beginning 

of year
R

Additions
R

Amortisation
R

Disposals
R

Restated
31 March 2018
Carrying value

R

Computer software – owned 1,530,111 – (496,738) – 1,033,373

1,530,111 – (496,738) – 1,033,373

2019
R

Restated
2018

R

4. INVENTORY
Inventory comprises:

Broker’s notes, certificates and registers 155,093 74,483

Office stationery and cartridges 177,807 152,201

Tamper proof stationery 308,323 341,150

641,223 567,834

Inventory consists of items on hand as at the end of the reporting year. The cost of inventory 
recognised as an expense is included under other operating expenses.

5. RECEIVABLES FROM EXCHANGE TRANSACTIONS
Receivables 6,791,764 5,053,141

Receivables impairment (3,220,226) (859,001)

Interest receivable 250,738 220,969

Other receivables 492,837 199,208

Prepaid expenses 797,381 456,967

Staff debtors 277,975 113,412

5,390,469 5,184,696

Staff debtors consists of unpaid leave days, study fees and telecommunication costs.

5.1 Reconciliation for debtors impairment

Opening balance 859,001 2,413,317

Raised during the period 2,361,225 358,951

Amounts written off – (1,913,267)

Closing balance 3,220,226 859,001
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2019
R

Restated
2018

R

6. CASH AND CASH EQUIVALENTS
Cash on hand 36,338 9,894

Call accounts 26,611,798 39,642,910

Current accounts 848,033 818,039

27,496,169 40,470,843

7. FINANCIAL INSTRUMENTS AT FAIR VALUE
Type: Financial instruments held for trading

Opening balance 26,852,632 24,834,019

Interest received 2,091,576 1,945,128

Fair value adjustment 66 73,485

Closing balance 28,944,274 26,852,632

8. FINANCE LEASE OBLIGATIONS
Lease of photo copiers.

Repayable within three years 355,285 –

Repayable within one year, transferred to current liabilities 233,191 –

588,476 –

Reconciliation between the total of the minimum lease payments and the present value of lease 
payments:

Minimum lease payments 706,955 –

– No later than 1 year 314,202 _

– Later than 1 year and no later than 5 years 392,753 _

Future finance charges on finance leases (118,479) _

588,476 _

It is the practice of the SADPMR to lease certain items of office equipment and related software under finance lease.

9.	 POST RETIREMENT MEDICAL AID
SADPMR has an obligation to provide medical benefits to certain pensioners and dependents. These liabilities have been provided 
for in full, calculated on an actuarial basis. These liabilities are unfunded. Periodic valuation of this obligation is carried out by an 
independent actuary, the latest being 31 March 2019.

The amounts recognised in the statement of financial position arising from the obligation in respect of the post–retirement medical 
plan is as follows:
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2019
R

Restated
2018

R

Post–retirement benefit obligations 674,000 1,327,000

Reconciliation of the liability

Opening balance 1,327,000 1,427,651

Interest cost 102,000 119,000

Actuarial gain (677,445) (85,273)

Contribution payments (77,555) (134,378)

674,000 1,327,000

Net expense Recognised in the statement of financial performance

Interest cost 102,000 119,000

Actuarial gain (677,445) (85,273)

(575,445) 33,727

Contribution payments (77,555) (134,378)

10. PAYABLES FROM EXCHANGE TRANSACTIONS
Trade creditors 306,944 427,495

Accruals 4,670,136 4,340,432

Other payables 363,398 341,339

Payroll third party payables 22,289 8,413

5,362,767 5,117,679

All payables are paid within 30 days, where possible and where there are no disputes.
Payables are not secured.

11. PROVISIONS
Legal fees 250,000 2,059,950

Performance bonus 4,000,000 5,302,190

4,250,000 7,362,140

Reconciliation of legal fees provision:

Carrying amount at the beginning of the year 2,059,950 5,208,408

Provision reversed (1,711,676) (1,138,856)

Utilised during the year (98,274) (2,009,602)

Carrying amount at end of the year 250,000 2,059,950

Reconciliation of provision for performance bonus:

Carrying amount at the beginning of the year 5,302,190 5,453,061

Utilised during the year (5,205,540) (5,254,050)

Reversed during the year (96,650) –

Additions 4,000,000 5,103,179

Carrying amount at end of the year 4,000,000 5,302,190
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2019
R

Restated
2018

R

12. OBLIGATIONS UNDER OPERATING LEASES

12.1 At  the  statement  of  financial  position  date,  the  company  has  outstanding

commitments under non–cancellable operating leases that fall due as follows:

Johannesburg Office 2,055,358 5,884,741

– Not later than one year 2,055,358 2,312,883

– Greater than one year, less than five – 3,571,858

The SADPMR entered into a 5 year lease agreement with Redefine Properties Ltd, for
the rental of office space in Jewel City, Johannesburg. The lease commenced on 01
September 2011 and was meant to terminate on 31 August 2016. The initial lease
payment was R112 731, with additional charges for parking at R26 791 and security at
R3 420 per month. The lease agreement was amended resulting in reduction in rental
charges from September 2015 and it was extended to 31 August 2020. The lease
provides for an escalation of 8% per annum on rental, parking and security charges. A
second addendum to the lease was effected from February 2019, by adjusting the
termination date to 31 January 2020.

Kimberly Office 3,822,693 213,401

– Not later than one year 678,132 213,401

– Greater than one year, less than five 3,144,561 –

The SADPMR entered into a 5 year lease agreement with ELS Properties CC, for the

rental of Kimberly office. The lease commenced on 01 April 2019 and terminates on 31

March 2024.  The lease provides for an escalation of rental of 6% per annum and the

current lease payment is R56 511.00 per month.

Total lease obligations:

– Not later than one year 2,733,490 2,526,284

– Greater than one year, less than five 3,144,561 3,571,858

5,878,051 6,098,142

12.2 Payables from operating leases reflect the difference between the actual lease 
payments and the stratight-lined amounts

Lease liability 240,613 531,380

13. DEFERRED INCOME
Grant Received (WGM) 2,500,000 5,833,333

Deferred income relates to the payment received from the Department of Mineral
Resources for chairing the  Kimberly Process Certification Scheme (KPCS) : Working
Group on Monitoring
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14. OTHER INCOME
Administration Fee (client fees) 7,277 11,160

Bad Debts Recovered 76,680 118,784

Discount Received 60,267 62,285

Other income 201,897 63,106

Sale of diamond books and registers 85,800 92,400

Sale of tender documents 12,000 30,500

443,921 378,235

15. AUDITORS’ FEES
External audit 2,538,410 1,560,726

16. BOARD EXPENSES
Meeting fees 1,565,262 1,709,511

Other fees 262,427 233,887

1,827,689 1,943,398

Other fees relates to WGM and remuneration other than Board activities

17. OTHER OPERATING EXPENSES
Administration expenses 166,728 143,260

Advertising 3,861 16,917

Audit Fees 2,538,410 1,560,726

Board fees 1,844,046 1,659,195

CSR Programmes 15,500 14,600

Domestic Travel 1,969,093 1,067,363

Hiring of equipment 97,333 135,530

Hospitality 113,770 63,783

Inspection costs 300,484 477,148

Insurance 685,459 1,423,765

International travel 686,456 2,100,409

Inventory costs 803,981 849,739

Kimberley Process 3,182,802 4,340,481

Legal fees (1,711,676) (1,138,856)

Licences 983,217 777,672

Motor vehicle expenses 182,617 191,852

Office lease 2,456,678 2,565,641

Office lease municipal services 1,308,742 1,048,463

Post employment benefits – Medical (575,445) 33,727

Postage and courier 59,617 (8,075)

Notes to the Annual Financial Statements
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17. OTHER OPERATING EXPENSES (continued)
Public relations 935,181 768,630

Recruitment and selection costs 227,124 256,143

Repairs and maintenance 524,299 653,339

Security 957,377 901,100

Staff Welfare 220,327 22,685

Subscriptions and membership fees 53,174 46,304

System support fees 211,628 107,730

Telecommunication 1,976,717 2,100,060

Training and Development 698,965 552,887

Transformation 27,377 –

Venue and Facilities 61,209 67,983

Warehousing 68,853 78,091

21,073,904 22,878,292

18. EMPLOYEE COSTS
Basic salaries 62,603,642 57,516,835

Bonus –13th cheque 2,030,722 1,952,001

Compensation of injury and disease – COID (48,467) 194,287

Disability cover 882,857 796,828

Housing allowance 96,000 100,000

Leave pay provision (173,136) 326,281

Medical aid – entity contributions 2,499,076 2,212,558

Performance bonus 3,903,350 5,103,160

Pension – entity contribution 5,143,193 4,724,903

Skills Development Levy (SDL) 698,962 643,204

Travel allowance 101,143 96,000

Unemployment Insurance Fund (UIF) 218,979 217,372

77,956,321 73,883,429

19. EXECUTIVE AND NON– EXECUTIVE MEMBERS’ REMUNERATION
X Mbonambi – Acting Chief Executive Officer #

Acting allowance 155,664 654,407

155,664 654,407

L Nkhumishe – GM: Corporate Services

Basic Salary 1,663,269 1,553,263

Disability cover 20,303 18,374

Performance bonus 112,313 156,716

UIF, SDL, Medical and Pension fund 194,164 177,603

1,990,049 1,905,956
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M. Mononela – GM: Legal and Compliance

Basic Salary 1,637,779 1,582,753

Disability cover 20,303 18,374

UIF, SDL, Medical and Pension fund 218,795 146,808

1,876,877 1,747,935

NC Khosa – GM: Regulatory Compliance ##

Acting allowance 275,076 53,262

Basic Salary 1,664,878 1,543,415

Disability cover 20,303 18,374

Performance bonus 112,313 156,716

UIF, SDL, Medical and Pension fund 195,573 188,246

2,268,143 1,960,013

C Mlondo – GM: Diamond Trade

Basic Salary 1,622,055 1,511,142

Disability cover 20,341 18,409

Performance bonus 111,156 122,868

UIF, SDL, Medical and Pension fund 241,350 224,973

1,994,902 1,877,392

K Sibanyoni – Company Secretary

Basic Salary 1,131,686 1,053,814

Disability cover 13,789 12,487

Performance bonus 76,011 108,649

UIF, SDL, Medical and Pension fund 126,139 118,379

1,347,625 1,293,329

A Damarupurshad – Manager: Precious Metals & Beneficiation

Basic Salary 1,193,307 1,112,290

Disability cover 14,795 13,396

Performance bonus 79,625 113,882

UIF, SDL, Medical and Pension fund 158,510 147,439

1,446,237 1,387,007

J Lenka – Manager: Diamonds

Basic Salary 1,241,150 1,155,600

Disability cover 14,795 13,396

Performance bonus 82,611 115,271

UIF, SDL, Medical and Pension fund 110,865 104,335

1,449,421 1,388,602
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M Babu – Manager: Licencing (Compliance)

Basic Salary 1,150,227 1,066,332

Disability cover 14,540 13,165

Performance bonus 66,745 111,895

UIF, SDL, Medical and Pension fund 176,546 170,205

1,408,057 1,361,597

S Mandlazi – Manager: Finance

Acting allowance 221,716 212,290

Basic Salary 1,295,828 1,206,510

Disability cover 15,440 13,979

Performance bonus 72,741 95,457

UIF, SDL, Medical and Pension fund 117,670 110,639

1,723,395 1,638,875

P Maka – Manager: Information and Communications Technology

Basic Salary 1,195,670 1,113,881

Disability cover 14,846 13,442

Performance bonus 82,901 115,676

UIF, SDL, Medical and Pension fund 159,511 149,007

1,452,928 1,392,006

Thulare – Manager: Human Resources

Basic Salary 1,219,499 1,135,441

Disability cover 14,540 13,165

Performance bonus 80,192 111,895

UIF, SDL, Medical and Pension fund 108,952 102,533

1,423,183 1,363,034

A Pholoha – Manager: Government Diamond Valuator

Basic Salary 1,094,404 1,019,590

Disability cover 13,789 12,544

Performance bonus 76,938 53,054

UIF, SDL, Medical and Pension fund 163,430 152,047

1,348,561 1,237,235

Total Executive Remuneration 19,885,042 19,207,388

This represents the total cost to company, the choice of salary structure is that of the employee.
# Acting CEO’s term ended 18 June 2018
## Appointed Acting CEO from 19 June 2018
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Meeting fees

2019
WGM &

other
activities Total

Non–executive members of the Board and other committees

Dr S Manese # 340,148 179,915 520,063

N Monedi–Noko 218,033 26,262 244,295

M Noge 214,750 11,664 226,414

T Ngqeza 226,619 20,411 247,030

M Ledingwane 184,954 7,776 192,730

M Mohlala–Mulaudzi 96,970 960 97,930

B Stern 23,328 7,776 31,104

N Van Rooyen 122,454 – 122,454

S Mokoena $$ 46,002 3,775 49,777

P Bailey $ 92,004 3,888 95,892

Total non–executive remuneration 1,565,262 262,427 1,827,689

Meeting fees

2018
WGM &

other
activities Total

Dr S Manese # 536,241 173,779 710,020

N Monedi–Noko 204,416 16,992 221,408

M Noge 163,014 10,479 173,493

T Ngqeza 201,224 13,972 215,196

M Ledingwane 156,910 18,665 175,575

M Mohlala–Mulaudzi 59,276 – 59,276

B Stern 51,748 – 51,748

M Mosing 218,130 – 218,130

N Van Rooyen 71,612 – 71,612

P Bailey $ 46,940 – 46,940

Total non-executive remuneration 1,709,511 233,887 1,943,398

Other Board activities includes fees for attending training,events and other activities, etc.
# Dr Manese chaired the WGM until 30 September 2018. $ Term ended 12 September 2018
$$ Appointed 12 September 2018
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20. CASH GENERATED FROM OPERATIONS
Surplus/(Deficit) per statement of financial performance 10,790,983 7,104,346

Adjustment for: (2,720,151) (2,494,418)

Depreciation and amortisation 1,548,974 1,750,425

Interest income (4,354,770) (4,198,280)

Finance costs 85,711 27

Deficit on disposal of assets – 26,895

Adjustment – financial instrument at fair value (66) (73,485)

8,070,832 4,609,928

Movements in working capital (6,519,576) 697,031

Increase in inventory (73,389) (77,860)

Increase/ (Decrease) in deferred income (3,333,333) 5,833,333

Increase/ (Decrease) in operating lease liability (290,767) 63,271

Increase/ (Decrease) in trade and other payables 245,088 (3,402,473)

Decrease in provisions (3,112,140) (3,299,329)

Increase in trade and other receivables 44,965 1,580,089

Cash generated from operations 1,551,256 5,306,959

21. RELATED PARTY TRANSACTIONS
During the year under review the entity entered into the following 
transactions:

Amounts received/paid to 
related party

Name and nature of services

2019 2018

Department of Mineral Resources 59,105,000 55,865,002

The transactions relate to the transfer payment (grant) from the Department of Mineral Resources and there were no balances 
owed by or due to DMR at the end of the year under review.

22. IRREGULAR EXPENDITURE
Opening balance 1,322,880 –

Irregular expenditure – Current period 82,966 1,322,880

Less: Expenditure condoned (1,341,879) –

Irregular expenditure awaiting condonation 63,967 1,322,880
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A printing bid was finalised during the transitional period of the previous and current Board, however the current Board requested 
management to re–advertise the bid. Therefore an approval to extend the contract was granted on a month to month basis. The 
application of Paragraph 8.1 of the Instruction note 3 of 2016/17 was effected due to an emergency created by the need to 
continue with the printing services while the cancellation and re–advertisement of this contract was in progress. Paragraph 8.1 was 
erroneously applied instead of paragraph 9.2 due to the misinterpretation of the circumstances since the contract had expired. The 
irregular expenditure amount of R70 821 and R18 999 does not include the cost of variable amount per unit: Cost for black and 
white was R0.06 and colour print was R0.40

An irregular expenditure of R1 252 059 was incurred for travel arrangement of 2017/18 financial year. The travel bookings 
were decentralised to various functionaries. As a result of decentralisation, various travel request were confirmed with the previous 
service provider without following internal booking processes.

The SADPMR procured short–term insurance from Kapara Insurance Brokers through the invitation of quotations rather than 
following the competitive bidding process for procurement above R500 000 (VAT included). The short–term contract of R1 037 
579.04 started on 01 February 2019 and will expire on 31 January 2022. The total payment made for the year under review is 
R63 966.50.

The R1 341 879 irregular expenditure amount was condoned by the relevant authority as disclosed and the balance await 
condonation. Disciplinary measures were actioned in respect of the parties responsible for incurrence of this expenditure.
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23. FRUITLESS AND WASTEFUL EXPENDITURE – –

Opening balance

Fruitless and wasteful expenditure – Current period 42,000 –

Less: Expenditure condoned (42,000) –

Fruitless and wasteful expenditure awaiting condonation – –

In June 2018, Mr Mbonambi the former Acting Chief Executive Officer was due to travel to 
Brussels. The travel arrangements were done without the approval of the delegated official. 
Mr Mbonambi was then requested to resume his duties at the Department, which the trip had 
to be cancelled. The SADPMR incurred fruitless and wasteful expenditure of R42 000 for 
non–compliance to the internal policies and the late cancellation of the confirmed ticket. The 
R42 000 amounts were condoned by the accounting authority. Disciplinary measures were 
actioned in respect of the parties responsible for incurrence of this expenditure.

24. MATERIAL LOSSES THROUGH CRIMINAL CONDUCT
Financial misconduct – 201,897

Misappropriation of Funds by an employee – 5,000

Alleged procurement misconduct 55,352

55,352 206,897

The SADPMR incurred a loss estimated at R201 897. As a result of the misconduct (theft 
and/fraud) for upgrading and requesting new cell phone contracts without authorisation. The 
official was subjected to the disciplinary tribunal and she was subsequently dismissed from the 
employment of the Regulator. The misconduct was deemed a criminal offence and was thus 
reported to the South African Police Services. The matter is currently under investigation by the 
SAPS.

The R5000.00 relates to the theft and / fraud for the employee who accepted client’s 
money (paid as licence application fee in cash) without approval for her own benefit. The 
employee was subjected to the disciplinary hearing. Sanction was applied according to the 
recommendation of the presiding officer.

The R55 352 relates to an alleged financial misconduct in relation to the procurement of 
personal travel arrangements using the SADPMR’s resources. The employee paid R25 026 to 
the service provider and the amount outstanding at year end was R30 326
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25. CORRECTION OF PRIOR PERIOD ERROR
The comparatives have been restated as follows:

Decrease in expenses – 1,469,713

Decrease in liabilities – (1,469,713)

Increase in surplus for the year – 1,469,713

During the 2018/19 financial period the SADPMR realised that the domestic travel accruals 
amounting to R1 469 713 were overstated in 2017/18 financial statements due to error. 
The prior period was adjusted retrospectively. The effect of the error on the individual line 
items in the financial statement is disclosed above.

26. FINANCIAL RISK MANAGEMENT
The SADPMR has limited exposure to the financial risks in the course of normal operations and 
attempts to manage the following financial risks:

Liquidity risks

The entity manages liquidity risk through proper management of working capital, capital 
expenditure and actual versus forecasted cash flows. Adequate reserves and liquid resources 
are also maintained.

The maturity analysis of trade payables at reporting date were as follows:

Payables

Current (0 – 30 days) 302,969 477,364

31 – 60 Days – 19,671

61 – 90 Days – (10,063)

91 – 120 Days – (37,550)

121 + Days 3,975 (21,927)

306,944 427,495

The following are the entity’s other liabilities, including interest payments:

– Not later than one year

Finance lease obligations 233,191 –

Provisions 4,250,000 7,362,140

4,483,191 7,362,140

– Greater than one year, less than five

Finance lease obligations 355,285 –

355,285 –

Notes to the Annual Financial Statements
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Market Risk
Market risk is the risk that the fair value or future cash flows of financial instruments will 
fluctuate because of changes in commodity prices, interest rates and equity prices.

A significant part of the market risk encountered arises from financial instruments that are 
managed by other financial institutions.

Deposits and call accounts attract interest rates that vary from prime. The SADPMR’s policy is 
to manage interest rate risk by investing in a range of balanced portfolios so that fluctuations 
in variable rates do not have a material impact on the surplus or (deficit).

At the end of the year, financial instruments exposed to interest rate risk were as follows:

The objective of the market risk management policy is to protect and enhance the statement of 
financial position and surplus or a deficit by managing and controlling market risk exposures 
and to optimise the funding of business operations and facilitate capital expansion.

Interest Rate Risk
Deposits and call accounts attract interest rates that vary from prime. The SADPMR's policy is 
to manage interest rate risk by investing in a range of balanced portfolios so that fluctuations 
in variable rates do not have a material impact on the surplus or (deficit).

At the end of the year, financial instruments exposed to interest rate risk were as follows:

(i) Balances with banks, current and call accounts.

Credit Risk

Credit risk is the risk of financial loss to the entity if a customer or other counterparty (including 
government and financial institutions) to a financial instrument fails to meet its contractual 
obligations. Credit risk arises primarily from the sale of goods and services in the ordinary 
course of business. Credit risk includes counterparty risk and delivery or settlement risk. 
Counterparty risk is the risk that a counterparty is unable to meet its financial and/or 
contractual obligations during the year of a transaction.

Credit risk consists mainly of call deposits, cash equivalents and trade receivables. The 
SADPMR only deposits cash with major banks with high quality credit standing and limits 
exposure to any one counter party. Trade receivables are presented net of allowance for 
doubtful receivables.

The maximum exposure to credit risk of financial assets is:

Loans and receivables 7,813,314 5,586,730

Financial instruments at fair value 28,944,274 26,852,632

Cash and cash equivalents 27,496,169 40,470,843

64,253,757 72,910,205
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Cash and cash equivalents

Cash and deposits are regarded as having insignificant credit risk. The balances of cash and cash equivalents were as follows:

Bank Type Balance at
31 March

2019

Balance at
31 March

2018

Investec LTD Call 11,676,430 10,950,236

Nedbank LTD Current 848,033 818,039

Nedbank LTD Call 14,934,200 28,691,576

Nedbank LTD Call (Salary savings) 1,168 1,098

Petty Cash On hand 36,338 9,894

27,496,169 40,470,843

Credit Risk (continued)

The ageing of the entity’s receivables is as follows:

2019 2018

Gross Impaired Gross Impaired

0 – 30 days 307,006 – 340,420 –

31 – 60 days 408,777 – 174,644 –

61 – 90 days 290,484 – 158,565 –

Over 91 days 5,785,497 3,220,226 4,379,512 859,001

6,791,764 3,220,226 5,053,141 859,001

The impairment of debtors consists of cancelled licences with outstanding balances, expired licences, expired licences not 
renewed and non–responsive licensees who failed to make payment arrangements
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27. UNRECOGNISED CONTRACTUAL COMMITMENTS
AFC Technology Service (Pty) Ltd 34,725 105,835

Air Technology Services 57,143 –

Associated Insurance Brokers 180,051 –

Bidvest Steiner 27,874 81,862

Fidelity Security Services 211,485 874,291

Finware Enterprise Systems 45,756 168,264

Freshive New Media Replay 11,745 –

Kapara Insurance Brokers 973,613 –

Microsep (Pty) Ltd 74,831 180,592

Microsoft 751,031 1,688,923

National Safe Co (Pty)Ltd 4,757 9,576

NBC Holdings 148,250 –

Omega Fire and Security 151,975 123,816

Abbafada Holdings – 17,000

Pest Prohibitation 70,350 –

SITA – 720,629

Tracker Connect (Pty) Ltd 75,924 98,423

2,819,510 4,069,211

28. CONTINGENT LIABILITIES
SADPMR is in the process of relocating offices to the Gauteng Industrial Development Zone. The SADPMR is finalising the rental 
agreements and will be requesting approval to utilise the accumulated surplus for the relocation project from National Treasury.



SADPMR ANNUAL REPORT 2018/2019  87

To the best of my knowledge and belief, I confirm the following: 
All information and amounts disclosed in the Annual Report are consistent with the annual financial statements audited by the 
Auditor-General. 

The Annual Report is complete, accurate and free from any omissions. 

The Annual Report has been prepared in accordance with the guidelines on the Annual Report as issued by National Treasury. 

The annual financial statements (Part E) have been prepared in accordance with the GRAP standards applicable to the public 
entity. 

The Accounting Authority is responsible for the preparation of the annual financial statements and for the judgements made in this 
information. 

The Accounting Authority is responsible for establishing and implementing a system of internal control that has been designed to 
provide reasonable assurance as to the integrity and reliability of the performance information, the human resources information 
and the annual financial statements. 

External auditors are engaged to express an independent opinion on the annual financial statements. 

In our opinion, the Annual Report fairly reflects the operations, the performance information, the human resources information and 
the financial affairs of the entity for the financial year ended 31 March 2018.

Yours faithfully 

	

Mr. C Khosa	 Dr S Manese 
Chief Executive Officer	 Chairperson of the Board

Annexure A: Statement of Responsibility and 
Confirmation of Accuracy 
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Annexure B: Report of the Audit and Risk 
Committee
REPORT OF THE AUDIT AND RISK COMMITTEE
We are pleased to present our report for the financial year ended 31 March 2019.

Audit and Risk Committee’s Responsibility
The Audit and Risk Committee is a committee of the Board and has discharged its responsibilities accordingly in terms of section 51 
(1) a (ii) of the PFMA and 27.1.8 of the Treasury Regulations. The Audit and Risk Committee adopted a formal terms of reference, 
its Audit and Risk Committee charter. 

The committee has conducted its affairs in compliance with these Terms of Reference for the year ended 31 March 2019 and has 
discharged its responsibilities contained therein. 

The committee is satisfied that it has complied with its legal, regulatory, and other responsibilities. 

STATUTORY DUTIES
The committee has performed the following statutory duties:

External auditor
The committee has satisfied itself that the external auditor, Auditor General, was independent of the Regulator as set out in PFMA, 
which includes consideration of compliance with criteria relating to independence or conflicts of interest as prescribed by the 
Independent Regulatory Board of Auditors. 

The committee, in consultation with executive management, agreed to the engagement letter, terms, audit plan and budgeted audit 
fees for the 2018/2019 financial year. 

Effectiveness of internal controls
During the year various reports of the Internal Auditors as well as the audit report on the Annual Financial Statements and Management 
Letter of the Auditor General indicated that the system of internal control has shortcomings in limited areas. The Audit and Risk 
Committee has noted these and based on the outcome of such reviews and the information provided by Management, the Audit 
and Risk Committee is of the opinion that the internal controls of the Regulator operated effectively throughout the year under review.

The Regulator has achieved an unqualified audit report.

Financial statements and accounting practices
The committee reviewed the annual financial statements as well as the accounting policies and practices of the Regulator and is 
satisfied that they comply with the relevant provisions of the PFMA and the Generally Recognised Accounting Practice Standards. The 
committee recommended the annual financial statements of the Regulator to the Board for approval.

Going Concern
The Audit and Risk Committee agrees that the adoption of the going concern premise is appropriate in preparing the Annual Financial 
Statements.

DUTIES ASSIGNED BY THE BOARD 
The committee has performed the following duties assigned to it by the Board:
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Internal Audit
The Regulator has an in-house internal audit function. The Committee has an oversight responsibility for the Internal Audit function. As 
delegated by the Board, the committee reviews and approves the Internal Audit Charter annually. The Internal Audit function has the 
responsibility of reviewing and providing assurance on the adequacy of internal controls across the Regulator’s operations. It therefore 
plays an integral role in the governance of risk. 

The Audit and Risk Committee reviewed the activities of the internal audit function and has concluded the following:
•	 The function is effective and that there were no unjustified restrictions or limitations;
•	 The internal audit reports were reviewed at Audit and Risk Committee meetings, including its annual work programme, co-ordination 

with the external auditors, the reports of significant audit investigations and the responses of management to issues raised therein.

The 2018/2019 Internal Audit plan and budget were approved by the committee timeously. The committee is satisfied with the three-
year rolling internal audit plan in that there is a clear alignment with the major risks, adequate information systems coverage and a 
good balance between different categories of audits, i.e. risk-based audits, mandatory and follow up audits. 

Risk management and Governance
The Board has assigned the oversight of the Regulator’s risk management function to the committee. The committee fulfils an oversight 
function regarding risks in all areas of the Regulator.

A risk management framework and policy has been adopted and approved by the Board. A process of risk management was 
implemented by the Regulator wherein risk assessments are conducted on a quarterly basis by management and updated on an 
annual basis by the Internal Audit function at both senior management and Board level. The committee has reviewed the risk register 
and reports from management’s risk committee.

Based on this assessment and the ongoing oversight of the committee nothing came to the attention of the committee that would 
suggest that the prevailing system of risk management is not all material respects effective.

The quality of in-year management and monthly reports/quarterly reports submitted in terms of the PFMA
The Committee has noted and is satisfied with the content and quality of quarterly financial reports prepared and issued by the 
Regulator during the year under review, in compliance with the statutory reporting framework.

Part of the responsibilities of the committee includes the review of performance management. The committee has performed the 
following functions:
•	 Reviewed the alignment of the Annual Performance Plan, Budget and Strategic Plan,
•	 Reviewed the relevance of indicators to ensure that they are measurable and relate to services performed by the Regulator,
•	 Reviewed compliance with in year reporting requirements, and
•	 Reviewed the Regulator’s performance management system and making recommendations for its improvement

The committee is satisfied that the performance report has been prepared in terms of the PFMA and Treasury Regulations requirements 
for reporting performance.

Meeting with Internal and External Audit 
During the year under review, in accordance with standard practices, the Audit and Risk Committee had an in committee meeting 
the external auditors. 

On behalf of the Audit and Risk Committee

Tembani Ngqeza
Chairperson of the Audit and Risk Committee
South African Diamonds and Precious Metals Regulator
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