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Overview 

Turnover R2.6bn  

Operates 26 routes in 6 SADC Countries  

South African Express employs 1,095 
employees 

This supports about 8,000 indirect jobs* 

Most transformed commercial airline in SA 

70% black 

38% females 

Over 20% black pilots – Industry is 2%  

61% black Technicians 

Incubator for aviation critical skills 

Over 150 Black pilots, 250 technicians, 100 
Learnerships 

 

About Our People 

* IATA: 1 airline job creates about 6.7 indirect jobs 4 
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Shareholder Compact  
FY2014/15 

 Strategic Deliverables 2014/15 

Performance against targets 

This document is confidential and circulation is restricted 
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Summary of the Shareholder’s Compact 

Shareholder’s Compact contained 44 indicators 

 

SA Express achieved 27 of 44 (61%) indicators 

 

Challenge to achieve financial targets due to highly 
competitive trading conditions which affected operational 
profits especially as airline was under-capitalised and 
operating with ageing fleet 



7 

Challenges facing the  
Aviation Industry and SA Express 
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Global and SA Airline Challenges & Highlights   

Highlights Challenges 

Increased Revenue  

Lower Fuel Price 

Increased Seat Kilometres 

Increased Competition  

Increased Operating Costs 

Reduced Passenger 
Demand 

Reduced Profits 
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SA Express FY2014/15 Highlights 

Performance  

Increased Revenues 

Reduced Costs  

Austerity Measures  

Schedule Optimisation  

Contract Reviews – services &  Leases etc   

In-source of Services – self handling  

Operations  

Improved Internal Controls  

Terminated Loss-Making Routes  

Human Capital & Training  

Training of Cadets and Technicians 

Salary Freeze  

 

 

 

 

 



10 

SA Express Current Challenges  

• High operating cost 

• Depreciation of the Rand against foreign currencies 

• Loss of market share – due attrition 
Pressure on Profitability 

• Competition under same code 

• Un-coordinated schedules between SAX, SAA and Mango 

Network Growth & 
Regional Expansion 

• Aged Fleet  

• Increased maintenance ground time  

• High Maintenance Costs 

On Time Performance & 
Reliability 

• Reliability  - negative impact on customer service  

• AOG’s and Delays create negative customer  perception 
and frustration  

Customer Service  

• High Labour costs  - legacy issues (pilots and technicians)  

• Scarce skill retention and attraction 
Labour Costs & Skills  

Contributing Factors Challenge 
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Fleet Challenges 

 

Ageing Aircraft  

 Reliability 

 Defects 

 Deferrals 

Cost of Maintenance high (Parts & rotables)  

 

High Capital Expenditure (Engines, Landing Gears) 

 

Cash Flow Constraints – Costs causing cash flow problems for business  

 

 

Fleet Strategy  

Re-fleet the Jets – Business will minimize maintenance costs and improve 
operational efficiency  

 

 

 

 

 

Fleet Type  Average Years  

CRJ 200 – 50 seats 18 

CRJ 700 – 50 seats 12 

DH8 Q400 – 74 seats  7 

Challenges & Impact of challenges  

Interventions   
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SA Express Response to challenges 

• Review business model  

• Review cost structure of business  
Pressure on Profitability 

• Schedule Optimisation (reduction and matching capacity to 
demand) 

• Terminating loss making routes  - 6 routes terminated  

Network Growth & 
Regional Expansion 

• Reduced schedule to relieve pressure on operations 

• Re-fleeting strategy 

On time Performance & 
Reliability 

• High Labour costs – systematically address costs through 
attrition, salary freezes, lower scales, no bonuses 

• Corporate Training Freeze   
Human Capital 

• Austerity Measures  implementation  Cost Containment  

Interventions   Challenges   
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Financial Overview FY2014  
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SA Express made an Operating 
Profit 

Financial Performance – Income Statement 

Financial Results  

Revenue  – 1.12% increase 

Operating Performance  

Passengers  –  3% decrease   

OTP –  remained the same 
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Financial Performance – Balance Sheet 

SA Express is 
Solvent  
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Key Issues relating to Balance Sheet 

The airline is still undercapitalised with a weak 
Balance Sheet 

The current guarantee is a short term solution 

Continued erosion of equity 

High gearing and debt levels 

Investment in inventory will be addressed as it is very 
high 
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SA Express Austerity Measures  
Update  
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SA Express Challenges Intervention – Austerity Measures  

• Review business model  

• Review cost structure of business  
Pressure on Profitability 

• Schedule Optimisation (reduction and matching capacity to 
demand) 

• Terminating loss making routes  - 6 routes terminated  

Network Growth & 
Regional Expansion 

• Reduced schedule to relieve pressure on operations 

• Re-fleeting strategy 

On time Performance & 
Reliability 

• Focus on “Express Cargo” 

• Re-negotiate Cargo Agreement   
Cargo 

• High Labour costs – minimise salary increases 

• Corporate Training Freeze   
Human Capital 

• Review of SAA Cost of services and other service providers 

•  identified additional cost saving initiatives  
Cost Containment  

Interventions   Challenges   
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• SA Express continues to focus on cost containment and revenue enhancement  
 

• SA Express has saved a total of R512m over the past 3 years  
 

• The savings have a direct  alignment to the improvements in the operating profit 
 

• In 2015 the airline  achieved a  positive  operating profit of R15m 
 

• It is expected that the austerity measures will continue to positively impact the company’s profitability 
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Cost Containment Initiatives 2014 vs 2015 YTD 
Initiative 2014 2015 Variance Percentage 

Fuel R 352m  R 215m R 137m  39% 

Acsa R 135m  R 107m  R 28m  21% 

Catering R 35m  R 15m R 19m 57% 

Ground Handling R40m R40m R129K 0.31% 

Pax handling R66m R38m R27m  42% 

Maintenance & 
Repairs 

R3.6m R1.9m  1.7m 45% 

Labour 
-Salary Freeze 
-Natural Attrition 

R323m  R303m R20m 6% 

Total R917m R682m R235m 26%  

Total Savings for the 6 months YTD exceed 26% 
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Fuel ACSA Catering
Ground & Pax

Handling
Maintenance and

Repairs
Labour

2015 FY 353,544,870.64 135,969,927.13 35,053,990.26 66,585,639.25 3,623,553.00 323,619,124.22

2016 FY 216,586,572.58 107,750,195.59 15,102,522.23 38,638,876.55 1,983,446.87 303,127,544.98

Percentage 39% 21% 57% 42% 45% 6%

Varience 136,958,298.06 28,219,731.54 19,951,468.03 27,946,762.70 1,640,106.13 20,491,579.24
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Austerity Meaures 2015 

Austerity Measures Performance Impact 

• Catering delivered the highest percentage savings of 57% ,followed by Ground and Pax Handling 
and Fuel  with savings of  42% and 39% respectively  
 

• The total savings for this period amounted to  is R 235m, with fuel being the highest contributor 
by Rand value of R137m 

Saving   R 235m 
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Cost Containment 2016/2017 

 

 

 

 
 
  
  
 
 
 
 
 
The initiatives implemented are ensuring that the airline is financially sustainable: 
  
• Quarter 2 15/16  Net Profit is R11m (Exceeded budget of  R9m)  - this is a positive variance 

of over 127 million rands compared to the R118m loss of 2014/15 
 

• Nov 2015  YTD Profit was R25m compared to a loss if R132m in 2014 
 
• In the next Financial Year, SA Express will focus on the Additional Initiatives 
 
•  In Quarter four (4) , SA Express will share the 2016/17 Cost Containment / Austerity 

Measures  Initiatives with DPE & the Portfolio Committee 
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The company will continue to address: 

Revenue Generation initiatives 

Operating Cost 

People Cost and Skills 

Ageing Fleet and utilisation 

Corporate Governance and Internal Controls 

Reputation of the company 

FINANCIAL STABILITY 
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Thank you  


