
Operating in the gaming and 

hospitality industry, the black 

swan event (Covid-19) was a 

major external factor that has 

significantly impacted our business 

in 2020. Our operations closed 

due to lockdown directives and 

opened on a staggered basis from 

July 2020 to September 2020. 

While Covid-19 remains a global 

pandemic, additional lockdowns 

have created further downward 

pressure on trading activity. 

In addition, Covid-19 continues 

to create uncertainty within the 

global economy as well as in the 

tourism, gaming and hospitality 

industries regarding recovery 

timelines. 

ECONOMIC ENVIRONMENT
Sun International operates in South Africa, Nigeria and 
Swaziland, with its major revenue contributor being South 
Africa. Effective 31 October 2020, the group divested 
from Latam (Argentina, Chile, Colombia, Panama and 
Peru). The operating environment discussed below 
therefore relates to South Africa only.

Global growth is projected at -3.5%1 in 2020, with a 
more positive projection of 5.5%1 in 2021, provided the 
virus surge is contained and vaccine coverage expands 
globally. The South African economy continues to 
underperform, with GDP at -7.5%1 for 2020, which was 
exacerbated by the Covid-19 pandemic early in 2020. 
Positively, the IMF is forecasting a GDP growth of 2.8%1 
in 2021 for South Africa. The economy contracted in 
2020 and levels of unemployment reached 32.5%2, the 
highest rate since quarterly data became available in 
2008. Investor confidence remains low on the back 
of these factors as well as further sovereign ratings 
downgrades, continued power outages, increasing 
debt levels and ongoing social and political tensions. 
Disposable consumer income is under severe pressure, 
resulting in less disposable income allocated to leisure 
and entertainment spend. 

The rand remains vulnerable to movements in the 
US dollar and closed at R14.18 (2019: R13.99) and 
remained volatile during 2020, with some recovery 
towards the end of 2020. The table below depicts the 
GDP and inflation trends of South Africa over the past 
three years, with projected growth for 2021.

2018 2019 2020 2021

GDP 0.8 0.2 (7.8) 2.8

INFLATION 4.6 4.1 3.3 3.9

1  Source: International Monetary Fund’s World Economic Outlook October 
2020 and January 2021

2 Source: Stats SA

OPERATING 
ENVIRONMENT
We operate in a dynamic macro-operating environment, influenced by external 
and internal factors that are not always under our control. We focus on areas 
we can impact in the gaming and hospitality environment, which is largely 
affected by economic, regulatory and industry trends in South Africa. We 
ensure our strategy can adapt to these trends as we navigate our way forward. 

 99% South Africa
(2019: 97%)

GROUP
REVENUE

CONTRIBUTION

 1% Other Africa
(2019: 3%)
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OPERATING ENVIRONMENT

continued

Continual focus on cost efficiencies and structural 
reviews 

 Disposed of equity interest in Sun Dreams to realise 
investment and reduce debt 

Completed a headcount reduction primarily at  
hotels and resorts

Continual focus on cost efficiencies and  
structural reviews 

Raised equity through a rights issue

Reduced debt levels

Voluntary retrenchment and early retirement 
opportunities group-wide

Consolidated certain gaming functions such as 
count and cashiering, slots, technical and MVG

Critical property refurbishments and infrastructure 
maintenance to enhance the guest experience

Revitalised our group and unit gaming  
promotion plans

Commenced with redefining our VIP player 
development programme

SUN INTERNATIONAL’S RESPONSE 
TO THE ECONOMIC ENVIRONMENT

CERTAIN FACTORS IMPACTING ECONOMIC 
GROWTH IN SOUTH AFRICA

Shrinking economy exacerbated by Covid-19, 
high and rising debt and high unemployment 

Structural constraints on growth and socio-
political divisions hampering reform progress

Exceptionally high inequality could lead to 
long-term social stability challenges

Deteriorating public finances

Strong monetary and exchange rate flexibility 
and credible monetary policy

Well capitalised and regulated financial sector 
and deep capital markets

Easing in monetary policy supports the 
government’s funding cost

Revised and enhanced our Most Valued Guest 
(MVG) loyalty programme

MOODY’S INVESTORS SERVICE 
RATING:    
Government of South Africa –  
Ba2 negative

OUTLOOK:  
Negative
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OPERATING ENVIRONMENT

continued

REGULATORY ENVIRONMENT
The group operates in a complex regulatory 
environment that is regularly monitored through 
its compliance department. The National Gambling 
Board (NGB) is the body that oversees the regulation 
of South Africa’s gaming industry. There are 
provincial licensing authorities within each province 
that regulate gambling within individual provinces. 
An update on key developments is discussed below.

KEY LEGISLATION IMPACTING OUR BUSINESS 

SMOKING LEGISLATION 

The Draft Control of Tobacco 
Products and Electronic 
Delivery Systems Bill 2018 
(the draft bill)  

In 2018, the Department of Health published the draft bill for public comment. 
The draft bill, among others, proposes prohibiting any person from smoking in 
an enclosed public place or an enclosed workplace. The operation of casinos 
falls within the scope of this provision. The effect of the draft bill is that casinos 
may no longer be permitted to designate separate, indoor smoking areas/
rooms. We have engaged with the gaming regulators on the matter and the 
Casino Association of South Africa (CASA) has made submissions on the draft 
bill. The proposed legislation to ban smoking in public areas will significantly 
impact the group’s casino revenues.

2020 UPDATE 
There continues to be no further developments regarding the draft bill  
since 2018.

GAMING TAXES AND LEVIES 

Amendments to Gauteng, 
KwaZulu-Natal (KZN),  
Western Cape and North West 
gaming levies 

The Gauteng, KZN and Western Cape gambling boards are proposing 
increased gaming levies, which will impact Sun International’s profitability. 
In addition, the North West Gambling Board imposed increases that became 
effective on 1 February 2020.

2020 UPDATE 
Through CASA, Sun International challenged the proposed changes to the 
gaming taxes/levies.

SOUTH AFRICAN NATIONAL 
GAMING TAX

Amendments to the National 
Gambling Amendment Bill

The 2019 budget speech announced that draft legislation introducing a 
gambling tax in the form of a 1% gaming income levy would be published for 
public comment. 

2020 UPDATE 
Since the previous budget speech, there have been no further developments 
on national gaming taxes.

The National Gambling Amendment Bill was tabled in Parliament in 2018. If 
the amendments are enacted in their current form there will be an imbalance 
in the legislative framework, because a single individual can make material 
decisions that may affect the gambling industry negatively, without any input 
from other key persons of the NGR.

CASA, on behalf of its members, submitted substantial comments against the 
amendment bill in 2018 and the dti introduced the redrafted bill to the Select 
Committee on Trade and International Relations. There has been no further 
update on this bill.

NATIONAL GAMBLING 
AMENDMENT BILL (NGB) 

Responding to the NGB to 
become a national gambling 
regulator

2020 UPDATE 
The National Gambling Amendment Bill was introduced to the National Council 
of Provinces for a vote in 2020, but the bill did not receive the required votes 
to proceed further. Subsequently the bill was referred to the Select Committee 
for a decision. Sun International continues to monitor developments.

The Department of Trade and Industry (dti) authorises 
the issuing of casino licences. In 2015 the dti increased 
the number of South African casino licences from 40 to 
41, which is under appeal.

The NGB oversees the regulation of South Africa’s 
gaming industry. There are 41 authorised casino 
licences in South Africa, and 39 have been issued. Each 
province has its own gaming legislation and provincial 
licensing authority.

KEY REGULATORY AND INDUSTRY BODIES 
IN SOUTH AFRICA
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OPERATING ENVIRONMENT

continued
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KEY LEGISLATION IMPACTING OUR BUSINESS 

CARBON TAX 
Effective 1 June 2019, the Carbon Tax Act No. 15 of 2019, imposes a tax on a 
company’s CO

2
 greenhouse gas emissions, based on a scientific formula.

2020 UPDATE 
Sun International paid its first carbon tax in 2020 and aims to further reduce 
our carbon emissions. In the latest budget speech, the carbon tax rate 
increased by 5.2%.

FINANCIAL INTELLIGENCE 
CENTRE ACT (FICA) 

FICA incorporates a risk-based approach to compliance elements, such as 
customer due diligence, into the regulatory framework. A risk-based approach 
requires accountable institutions to understand their exposure to money 
laundering and terrorist financing risks.

2020 UPDATE 
Sun International has aligned its gaming operations with the risk-based 
approach as provided for in the Financial Intelligence Centre (FIC) Amendment 
Act. Sun International represented the casino industry in South Africa’s mutual 
evaluation that was conducted by independent international assessors on 
behalf of the Financial Action Task Force.

The FIC has proposed amendments to the cash threshold reporting limit from 
R24 999 to R49 999. Sun International has made the necessary adjustments 
to its systems and awaits promulgation of the amendments to implement the 
changes.

BROAD-BASED BLACK 
ECONOMIC EMPOWERMENT 
ACT (B-BBEE)

The dti released the new draft codes on 31 May 2019 and the Tourism 
Sector Charter unveiled its sector codes changes in November 2019 for 
commentary. Sun International is monitoring changes to the Tourism 
Sector Code.

2020 UPDATE 
Despite the changes in the B-BBEE Act, Sun International maintained a level 1 
B-BBEE rating.

PROTECTION OF PERSONAL 
INFORMATION ACT (POPIA) 
AND GENERAL DATA 
PROTECTION REGULATION 
(GDPR)

POPIA was enacted on 1 July 2020 and has provided for a year period to 
comply. Due to the national Covid-19 lockdown, the regulator may extend 
the compliance deadline. The GDPR is a legal framework for the collection 
and processing of personal information from natural persons who live in the 
European Union.

2020 UPDATE 
In preparation for POPIA, Sun International has performed a gap analysis 
through its firm of attorneys. This analysis indicated that the group was 
largely aligned with the requirements, with certain areas that required 
improvements. An action plan is under way and a steering committee has 
been mandated to monitor completion of the project.  

The alignment of relevant parts of the group to the GDPR is encapsulated in 
the POPIA implementation plan.

THE DISASTER MANAGEMENT 
ACT (DMA) 

The DMA provides for an integrated and co-ordinated disaster management 
policy that focuses on preventing or reducing the risk of disasters, mitigating 
the severity of disasters, emergency preparedness, rapid and effective 
response to disasters and post-disaster recovery.

2020 UPDATE 
On 15 March 2020 President Cyril Ramaphosa declared a National State of 
Disaster due to the global pandemic. Under the DMA alert level framework, 
gaming and leisure hospitality nationally remained under full lockdown until 
1 July 2020. Sun International staggered the opening of its operations from 
July 2020 and continues to adhere to all requirements under this DMA.
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GAMING AND HOSPITALITY ENVIRONMENT

Gaming

South Africa’s casino industry was significantly impacted by lockdown regulations imposed due to Covid-19. All casinos were 
closed end of March 2020. Through a coordinated industry lobbying effort, casinos were permitted to open on 1 July 2020. Not 
only were consumers restricted from gambling during certain lockdown levels at all our operations, but disposable income was 
also constrained due to financial uncertainty and other socio-economic factors. This was over and above pressures from the 
stagnant economy. Significant issues other than Covid-19 and legislative impacts (smoking, gaming taxes and levies) that are 
impacting the group are discussed below and in further detail in the risk section.

OPERATING ENVIRONMENT

continued

SOUTH AFRICA 

ONGOING ROLLOUT 
OF ELECTRONIC BINGO 
TERMINALS (EBTs) 

The proliferation of EBTs continues to impact the casino market in South 
Africa. While the NGB is against the rollout of EBTs, certain provinces continue 
to issue licences or are looking to do so. Sun International is opposed to an 
EBT rollout in the current regulatory environment.

2020 UPDATE 
The Eastern Cape continues to be a specific concern and the current 
litigation between Emfuleni Resorts (Pty) Ltd (Boardwalk Casino) and the 
Eastern Cape Gaming Board (ECGB) remains unresolved. In addition, the 
ECGB issued a report proposing a possible allocation of an additional EBT 
licence in the Eastern Cape, which would impact Wild Coast Sun’s catchment 
area. Sun International objected to the proposed consideration of additional 
EBT licences in the Eastern Cape. Units will critically review marketing and 
promotions to combat EBTs/LPMs.

ILLEGAL GAMBLING
The proliferation of illegal gambling operators leads to the erosion of revenue.

2020 UPDATE 
Through CASA, the group is represented at the Stakeholder Priority Committee 
for Illegal Gambling (SPCIG). The committee comprises the NGB, industry 
stakeholders and various departments of the South African Police Services 
(SAPS) and it is mandated to identify illegal gambling activities and bring about 
the prosecution of offenders.

In addition, Sun International is assisting the North West Gambling Board to 
curb illegal gambling in North West by funding the project with R1 million.

RELOCATION OF A CASINO 
LICENCE  

This proposed legislation could lead to declines in gambling revenue and a 
loss of jobs. Sun International’s GrandWest and Golden Valley casinos will be 
directly impacted should this bill be passed into law.

2020 UPDATE 
The Western Cape’s Twentieth and Twenty-First Gambling and Racing 
Amendment bills were published on 8 May 2020. These two bills seek to 
introduce a new exclusivity fee and casino operator fees. Sun International 
submitted comments on the bill in August 2020.
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OTHER OPERATING ENVIRONMENT 
FACTORS
While not specifically covered in this operating environment 
section, the group acknowledges that there are various other 
factors impacting our operations. These include climate change, 
IT and society in general, which are incorporated other sections 
of our integrated annual report – environmental, governance 
and sustainability, improve our existing operations and guest 
experience, and socio-economic development.

OPERATING ENVIRONMENT

continued

HOSPITALITY
The tourism sector is an important driver of economic growth 

and a significant provider of employment in the South African 

economy. The hospitality industry is particularly vulnerable to 

the ebbs and flows of socio-economic conditions. A prime 

example was the coronavirus outbreak that brought tourism 

to a standstill for a large part of 2020 and continues to impact 

businesses in South Africa and globally. While South Africa’s 

visa waiver agreements with several African and Middle Eastern 

countries was finalised in 2019, the lag effect was severely 

impacted by Covid-19 as international consumers were 

banned from travelling to South Africa for most of 2020. While 

international and local travel resumed towards the end of 2020, 

strict travel conditions are in place in all South Africa’s key 

international source markets.  

 

The second Covid-19 wave has resulted in further restrictions 

being placed on international travel, however, the rollout of 

vaccines will boost the global travel and tourism industry. There 

is pent-up demand in the international leisure travel sector and 

Africa should be a beneficiary as global leisure travellers seek the 

open spaces that Africa has to offer. International corporate and 

business travel will remain significantly constrained as the global 

economy takes time to recover. Sun International continues to 

implement all the necessary precautions to ensure a safe and 

healthy environment for all our stakeholders.

Rooms make up 6% (2019: 9%) of Sun International’s revenue. 

Most of the group’s hotels focus on serving our gaming 

customers. In South Africa, Sun City, The Table Bay, The Maslow 

Sandton and Maslow Time Square are focused on local and 

international business and leisure travellers. However, due to 

lockdown restrictions, Sun International turned its focus to 

the local South Africa tourism industry as travel restrictions 

were lifted. 
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