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* In December 2009, a Government Guarantee of R1 billion was provided
to the SABC by Government which they used to secure a term loan of

R1 billion from Nedbank to relieve the financial crisis at the SABC.

« The guarantee was provided to the SABC on the basis of commitments
that were made by the SABC that would successfully turnaround the
performance of the institution.

« The ability of the SABC to repay these guaranteed funds is dependent
on the successful execution of the Turnaround Plan by the Board and
the Executive Management team.

 To ensure that the deliverables in pursuit of the Turnaround Plan are
met, The Monitoring Task Team (MTT) comprising representatives from
the DoC and NT officials was established to monitor the progress of the
SABC and its financial position made in this regard.
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« This presentation is built on the presentation that was made by the
MTT to the PCC on 22 November 2011. It also provides progress
made with regard to various commitments made by the Minister of
Communications to the PCC at this meeting.

« Some of the historical performance of the SABC which was also
presented to the PCC on 22 November 2011 is kept in this

presentation for ease of reference.

« The MTT report on progress made by the SABC indicated below
uses FY2009/10 as the base year.

A global leader in the development and use of Information and Communication Technologies for socio-economic development
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* The performance in respect of the FY2009/10 must be treated with
caution due to the fact that there were only three months remaining
to the end of the financial year when the government guarantee was
secured.

« Due to the timing of the guarantee, the performance of the SABC
should be assessed starting from the year 1 April 2010 to 31 March
2011.

A global leader in the development and use of Information and Communication Technologies for socio-economic development
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Guarantee Conditions

Comments Compliance

Develop a detailed
turnaround plan outlining
milestones, timelines,
executives responsible for
achieving the cost saving &
revenue enhancement
measures

Various elements of the Turnaround Partially
Plan have been integrated into a draft Achieved
Turnaround Plan that was submitted by

the SABC by Mid-January 2012.

Corrective Measure: A draft integrated
Turnaround Plan is being refined. A
Board approved Integrated turnaround
Plan which will form the basis for the
2012-2015 corporate plan to be
submitted by not later than 29 February
2012.
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Guarantee Conditions Comments Compliance
Implementation plan for Implementation plan for addressing the Partially
addressing issues raised in issues raised in the AG’s report has Achieved

the Auditor General's (AG)
report

been submitted, but is being revised by
the SABC.

The SABC has established a team that
focuses on the implementation of the
recommendation made the AG. The
SABC has submitted a progress report.
The company has implemented some
of the recommendations of the Auditor
General, but limited progress has been
made in other areas. The SABC team
will continue to submit reports and
make presentations to the MTT.

Corrective Measure: Continuous
implementation of the
recommendations and monitoring on
compliance is on-going.

A global leader in the development and use of Information and Communication Technologies for socio-economic development
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Guarantee Conditions

Comments

Compliance

Cost cutting and revenue
enhancement measures to be
captured in the Shareholder’s
Compact

A Shareholder Compact for
FY2011/12 has not been signed.
The Shareholder Compact is now
awaiting signature by the SABC
Chair before final approval by the
Minister.

«Cost cutting and revenue
enhancement measures have
been captured in the Shareholder
Agreement.

Corrective Measure: The Board
approved Shareholder Compact
need to be submitted to the
Minister as soon as it is signed by
the Board.

Partially
Achieved
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Guarantee Conditions

Comments

Compliance

Monitoring Task Team to be
established to monitor progress
on the turnaround plan

Monitoring Task Team was
established and it meets on a
monthly basis to consider reports
from the SABC

Achieved

A global leader in the development and use of Information and Communication Technologies for socio-economic development
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Commitments

Comments

Revised Government
Guarantee targets

Filling of key vacant
position

The 24 Hour News
Channel

The SABC has submitted a draft proposal for the amendment of
government guarantee targets and this has been forwarded to the
Minister of Finance for consideration by the Guarantee Certification
(GCC) Committee that will meet on 13 March 2012

The positions of the CEO and CFO have been filled. The other key
vacant positions at the SABC are that of; the COO and CTO. The
positions of the COO is to be re-advertised shortly based on
Minister’s instruction.

Corrective Measure: The CTO position will be filled before 31
March 2012.

The final Business Plan for 24 Hour News Channel which provides
an indication of projected revenues to be generated was not
submitted to the MTT. The SABC previously reported to the MTT
that it has hired ITN consultants to assist in conducting a feasibility
study for the 24 hour News Channel.

Corrective Measure: The business plan for the 24 hour News
Channel needs to be submitted to the MTT as soon as it is
approved by the SABC Board.
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Other
commitments

Comments

SABC 3 Turnaround
Strategy

Content Acquisition
Plan

The SABC 3 has been underperforming in all respect.
There has been declining audiences, declining revenue and
brand integrity erosion. The SABC need to submit the
channel’s turnaround plan that will restore its
competitiveness.

Corrective Measure: A Turnaround Plan to be incorporated
in the SABC’s Corporate Plan for 2012 - 2015.

On an annual basis, the SABC needs to prepare a three-
year commissioning and acquisition strategy and plan for
both local and international programming that meet SABC’s
mandate and its business strategy. The plan should be cost
effective and efficient.

Corrective Measure: The SABC 3 three-year plan to be
incorporated in the SABC’s 2012-2015 Corporate Plan

10
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Advertising revenue
enhancements

Increased sponsorship
revenue

Increase by
R535m by
March
2013
(R178 by
March
2011)

Increase by
R128m by
March
2013 (R64
by March
11)

-
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FY2009/10: R2.992bn versus Achieved
target of R3.135bn

FY2010/11: R3.569bn versus

target of R3.501bn

FY2009/10: R445m versus Not
target of R512m Achieved
FY2010/11: R483m versus

target of R607m

A global leader in the development and use of Information and Communication Technologies for socio-economic development
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Enhanced content
management

People costs

Decrease by
R336m by
March 2013
(ROm for
Mach 2011)

Decrease by
R287m by
March 2013
(R143m for
March 2011)
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FY2010/11: R1.597bn versus Achieved
target of R2.004bn

FY2010/11: R1.753bn versys Not
target of R1.476bn Achieved
Reasons: Delay in appreving

the Operating Model/ and
Organizational Structuré

The low level of spending on content is
worrying because of its long term impact
the quality of the content has on attracting

audiences and advertisers
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Professional fees

Marketing

Improved license fee
collection (Revenue)

Decrease by
R136m by
March 2013
(R68m for
March 2011)

Increase by
R42m by
March 2013
(R42m for
March 2011)

Increase by
R46m by
March 2013
(R23m for
March 2011)
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FY2009/10: R138m versus
target of R191m
FY2010/11: R167m versus

target of R113m

Reasons: Cost related to SIU

and Turnaround Specialists
were not anticipated

FY2009/10: R90m  versus
target of R182m

FY2010/11: R108m versus
target of R234m

Reasons: The  marketing
agencies have not Dbeen
appointed

FY2009/10: R868m versus
target of R865m

FY2010/11: R872m versus
target of R877m - R5m

difference not significant

REPUBLIC OF SOUTH AFRICA

Not
Achieved

Not
Achieved

Achieved

13
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Other expenses Reduced by
R72m by
March 2013
(R36m by
March 2011)

Finance costs Increase by
R188m by
March 2013
(R176m by
March 2011)
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FY2010/11: R389m versus Achieved
target of R480m

FY2009/10: R78m (versus Achieved
projection of R130m)

FY2010/11: R85m (versus

projection of R176m)

SABC'’s overall loss for FY2010/11 was R214m which was slightly
lower than the targeted loss of R228m

A global leader in the development and use of Information and Communication Technologies for socio-economic development
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« The SABC revenue for the three months (Oct, Nov & Dec 2011) amounted
to R1.6 billion, higher than the budget for the period by R107 million (7%),
higher than the previous three monthly periods (Apr-Jun2011: R1.3 billion;
Jul-Sep 2011: R1.4 billion) and also higher than the recorded revenue for
the same period in the previous financial year (FY2010/11: R1.485 billion).

 The year to date (Dec 2011) revenue amounted to R4.4 billion also higher
than the budget of R4.2 billion.

» The positive revenue performance for the quarter is mainly driven by
advertising revenue and license fees.

« The sponsorship revenue has remain a concern with sport revenue
contributing to most of the underperformance.

 SABC is projecting that revenue for the year will be R5.615 billion which
will be slightly ahead of the budgeted R5.613 billion.

16
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The SABC's total expenses for the three months period amounted to
R1.377 billion higher than the budget by R17.8 million (1%) and also higher

than the recorded total expenses for the same period in the previous
financial year (FY2010/11: R1.238 billion).

The year to date total expenses amounted to R3.9 billion which is lower
than the budget of R4.2 billion.

The employee compensation and benefit expenses are R114 million higher
than budgeted for the year to date.

The SABC is projecting that by year end total expenditure will be R5.627
billion which is R130 million more than the budget of R5.496 hillion.

The increase in the costs in the last quarter is attributed to the higher than

budgeted expenditure on employee compensation and benefits,
programming costs that will be incurred and year end accruals.

1474
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« The SABC posted an operating profit for the three months (Oct, Nov & Dec

2011) of R252 million, higher than the budget for the period by R163 million

(54%) and lower than the operating profits for the same period in the

previous financial year (FY2010/11: R258 million).

 The year to date (Dec 2011) operating profits amounted to R442 million,
higher than the budget for the period of R53 million.

« The SABC is projecting that by year end an operating loss of R11 million
will be realised.

« SABC is projecting to realise a net loss of R92 million by year end which is
R105 million lower than the net profit of R12 million budgeted at the
beginning of the year, and R320 million lower than the R228 million profit
committed to under the guarantee.

« The graph on the next slide show the tends for the current financial year for
total revenue, total cost and operating profit for the period ending in
December 2011.

18
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1. Revenue Enhancement
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STATUS
(current)

TV Licence Revenue

Juanita van Rensburg

Trading and pricing methodology

Anton Heunis

Advertising Revenue Enhancement

Anton Heunis

Improve SABC Brand and Reputation

Yvonne Johnston

®C e e

2. Cost Cutting Measures

People Cost Management

Thabiso Lesala

Sport Cost Reduction

Sizwe Nzimande

Improve procurement effectiveness

Simon Mulaudzi

Fruitless and Wasteful Expenditure

Lerato Nage

@ O C|C

Pending
approval for
rate increase

Pending
appointment
of agencies

"N RGN

palaidwo) puiyag pekeiaq oes uQ
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TURNAROUND PROJECT PRINCIPLES RESPONSIBLE ‘(Q”C-I;Ar;re%?)
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3. Audience Attraction and Retention

Content Planning and Acquisition

(Content Management and Enhancement) Sizwe Nzimande Q
Television Audience and Competitive Intelligence Hub Bessie Tugwana O
Repositioning of SABC 3 Bessie Tugwana .
' 9
Launch of a 24-Hour News channel Phil Molefe \) = O
Digital migration and Multi-channel environment Sipho Sithole 2 ’> ©
4. Operating Models and Efficient Organisational Structures i
i®
Television Operating Model and Organisational Design Bessie Tugwana 0 g
Sports Operating Model and Organisational Design Sizwe Nzimande \_)
Establish a Digital Media Division Sipho Masinga O
Sales Operating Model and Organisational Design Anton Heunis \_)
Human Capital Shared Services Implementation Thabiso Lesala \_)
21
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TURNAROUND PROJECT PRINCIPLES RESPONSIBLE (SéE?rTeﬁ)

5. Governance and Control

Revie)w and Enhance the Delegation of Authority Framework

(DAF

Review of SABC Editorial Policy Graham Welch \)

Group Wide Performance Management review Thabiso Lesala \)

« The status of most of the Turnaround projects is
delayed.

0000

« Some of the challenges identified by the SABC in On rack Delayed Behind Complted

respect of the delayed projects are:
» Delays in implementation of the approved new
operating model and organisational structure.
» Lack of funds to implement some of the
recommendations; and
> Inability to attract sponsorship revenues.

22
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1000 000 36 Month Cash Flow Forecast
800 000 653 798
600 000 316308
400 000
E 200 000 207 131 713
=24 768
: (84534) —a0 173)
(200 000)
(400 000)
(600 000)
@00 (761 850) 21)
(1 mm} FYwin FY1M 12 Nov Pr) FYi2iua FY12I¥ FY14/%
—g—Base model casholose balanoe a3 702 S00 043 307 442 (64 631) (40 173)
—m—CashBalanoe after Loan 8E1Tes ETRRTT E18 102 121712 124 TaS
—i—Cashbalance after Loanand Risks L1Td a28 821 312 ade (112 187) (102 833)
e Ca b hal afterinsn Hisk EOTT AE2 788 428 821 (178 2848) (ZA1 8ED) (228 201)
The SABC is projecting a cash flow shortfall if they are to invest in DTT
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« The SABC has made some progress in stabilising the organisation but
there are still challenges in achieving the desired targets

« Performance against the commitments made in the guarantee application
has been mixed especially in the crucial areas of reducing employee
compensation and investing in content.

» For the year to date, the SABC has delivered performance well ahead of
budget, but this performance is expected to reverse over the last quarter

« Going forward, the SABC is projecting that it will not deliver the
performance committed to under the guarantee and will realise a R836
million cash flow shortfall if it is to invest in DTT.

« The SABC has submitted a draft proposal for the amendment of
government guarantee targets and has been submitted to National
Treasury for consideration by the Guarantee Certification Committee
(GCCQC) that will meet on 13 March 2012.
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THANK YOU
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