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PURPOSE
To provide the Standing Committee on Finance (“SCOF”) with 

a presentation on the following:

• SAA Turnaround Strategy/Five-year Corporate Plan (“The 

Plan”)

• Progress on Implementation of the Plan.

• Quarter Performance Against the Shareholder Compact

• SAA’s Financial Performance.

• Update on Forensic Investigations.

• Appointment of Senior Managers.

• Transformation.



Five Year Corporate Plan



• SAA is assumed to be a going concern.

• Longer-term extension (minimum three years) of the maturing debts.

• A capital injection of R13 billion over a period of three years.

• Retire five (5) excess wide-body aircraft.

• No exit/returns of narrow-body aircraft.

Assumptions in the Plan



• The Board and management worked with independent aviation experts to refocus 
and refine the Long-Term Turnaround Strategy (“LTTS”), which included 
developing a 5-Year Corporate and Turnaround Plan (“the Plan”).

• The Plan was tabled with the Shareholder on 30 June 2017, but without a Board 
approved Financial Plan and Borrowing Plan. These were subsequently approved 
by the Board on 20 July 2017.

• An abridged version  of the Plan was tabled with Parliament on 31 July 2017.

• The Plan is being implemented and progress thereon is included in this 
presentation.

Background



Strategic Objective 

To transform SAA into a financially 
sustainable aviation group



Strategic Focus
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Pursuant to the 
strategic 
objective, the key 
focus areas are: 
Stabilise, 
Defend, and 
Build. 
(SDB Model)

SDB Model
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Strategic   
Outcomes
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The liquidity and balance sheet initiatives are aimed 
at addressing the liquidity challenges facing the 
company and its weak financial position. 

The initiatives include:

• Recapitalisation;

• Cash management including a cash conservation 
office;

• Renegotiating existing funding agreements;

• Improved management of overheads; and

• Implementation of a risk based budgeting 
process.

Strategic Outcome: Liquidity and Balance Sheet 
Restructuring 
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• Cash Conservation Office implemented with cost 
avoidance of about R35 million per month.

• R2.2 billion of the R3 billion capitalisation 
received.

• Existing debt maturities have been renegotiated 
and extended to 30 September 2017.

Progress on Implementation: Liquidity and Balance Sheet 
Restructuring
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Network and revenue enhancement initiatives are 
forecasted to yield additional revenue of about 
R13.624 billion over the five-year period. Initiatives 
include:

• Network and schedule changes;

• Hub Bypass;

• High QSI share gap;

• Step-up acceptance;

• Pricing segmentation;

• Seat spoilage mitigation;

• Targeted demand steering;

• Fare class optimisation; 

• Further Plusgrade recalibration; and

• Leverage Star Alliance and codeshare 
partnerships.

Strategic Outcome: Revenue Enhancement
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Progress on Implementation: Revenue Enhancement

Area Initiatives
Quarter 

FY18

Estimated 
Impact 
FY18

Jun’17 
YTD 

Impact
Assumed 
FX Rate

Sales 
Initiatives

 Total Sales Initiatives.
 Domestic
 Regional
 International

Q1-Q4

R700 Mil
R 71Mil
R151 Mil
R478 Mil

R144 Mil
-
-

R144 Mil

R13.54

Revenue 
Optimisation

 Revenue Optimisation Initiatives:
Q1.

 Revenue Optimisation Initiatives:
Medium-term. To be realised from
Q2 to Q4 due to longer booking
window of Regional & International
flights.

 Ancillary Revenue.

Q1

Q2-Q4

Q1-Q4

R264 Mil

R344 Mil

R380 Mil

R54 Mil

-

R122 Mil

Total R1.7 Bil R320 Mil 14



The cost optimisation initiatives is expected to yield  R10.104 
billion over the five years period and these include:

• Renegotiate onerous agreements and return conditions on 
the freighters and wide-body aircraft leases;

• Retire excess capacity on wide-body aircraft;

• Maintenance:

– Base maintenance process improvement;

– Review overtime policy and rostering practices;

– Review onerous contracts.

• Sales and distribution:

– Shifting sales to online channels;

– Marketing spend optimisation;

– Improving revenue performance in the catchment 
area;

– Increasing the ancillary revenue.

Strategic Outcome: Cost Optimization
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Strategic Outcome: Cost Optimization…cont’d

Fuel

• Implement the fuel monitoring system;

• Roll-out of dynamic flight planning; and 

• Enforce single engine taxing in.

Product;

• Expand back catering;

• Product specification changes; 

• Reach benchmark cost target;

• Expand lounge revenues;

• Re-tender the lounge business where warranted.
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Strategic Outcome: Cost Optimization… cont’d

Ground and baggage handling

• Achieve 20%  cost reduction in JNB; 

• Pursue global ground handling partnerships; and

• Optimise outstation costs.

Facilities and information technology.

• Introduce market related rentals of the facilities; 
and

• Review and optimise costs of IT contracts.
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Progress on Implementation: Cost Optimization

Area YTD Actual
R’m

YTD Budget
R’m

Variance Prior Year 
Actual
R’m

Variance to 
Prior Year

Energy (1 751) (1 736) -1% (1 768) 1%

Aircraft maintenance (945) (1 039) 9% (1 155) 18%

Other Operating Costs (3 238) (3 506) 8% (3 505) 8%

Labour (1 511) (1 496) -1% (1 554) 3%

Overall costs are trending positively when compared to budget and prior year. 18



Progress on Implementation: Cost Optimization…cont’d

• Others cost avoidance and saving initiatives

o Network changes with net benefit of R82 
million against a budgeted annual amount of 
R193 million.

o The first two A340-600 wide-body aircraft 
are exiting the fleet in August 2017 and 
October 2017. 

o AMOS implemented (enabler).

o R10 million achieved on In-Flight contract 
reviews (back catering and cost reduction).

o About 420 non-critical positions estimated at 
R94.8 million have not been  filled.

o No salary increases for management. 
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Strategic Outcome: Strategy Direction

The key findings from the LTTS review were:

• Appropriate but limited implementation;

• Bureaucratic  decision making processes and limited 
analytical tools to support decision making;

• Debt weight increase from 1% to 4% of group revenue; 
and

• Limited aviation skills and performance based rewards.

Accordingly, the Plan focuses on:

• Strategic context clarity: Financial sustainability;

• Redefining the competitive advantage: Enhance JNB 
as a hub  and increase the catchment area;

• Articulating the strategic choice and operating 
model:  Position  SAA as Regional Network Carrier 
(focused on domestic/regional catchment and selected 
long-haul markets); and

• Optimising the airline group co-ordination: improve 
synergies 
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Progress on Implementation: Strategy Direction

• Five-year Corporate Plan approved and tabled 
with the Shareholder.

• Initiatives signed-off by each EXCO member and 
included in their respective Balance Scorecards.

• The Plan refocuses the airline on multiple areas of 
strategic direction.

• Revise the Delegation of Authority (“DOA”).

Strategy is dynamic and will be constantly 
reviewed.
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Concluding Remarks on the Plan

• The board and management have a clear 
appreciation of the challenges facing the airline.

• The Plan to address these is aggressive  and 
requires commitment and dedication. 

• Require the design and implementation of an 
organisational/cultural framework for change.

• The success is dependent on the assumptions 
materialising.

• It is important that the airline is capitalised.

• Management stability is key.

• Enforce consequence management at all levels.

• Focused implementation with ongoing 
monitoring.

• Regular reviews for alignment to changing 
conditions in the operating environment.
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Quarterly 
Performance 
Against the 
Shareholder 
Compact
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Q1 YTD Jun YTD

33% a.    Operating cash flow -R594m -R182m

33% b.    EBIT -R415m -R855m

33% b.    Net profit -R813m-R1.399m

b.1. RASK 0.94 0.84

B.2  CASK 0.98 0.94

33% a. Limit irregular; wasteful and unauthorised expenditure <0.01% N/A

33% b. Outstanding Audit findings <10 N/A

33% c. No audit finding on unethical behaviour 0 N/A

a.    Asset utilisation (Hours per day)

20% a.1 Wide body Daily Utilization 09:13 09:39

20% a.1 Narrow body utilization 08:15 08:35

30% b.    Safety record 100% 100%

30% c.    On time Performance 87% 91%

50% a.    % procurement spend locally >82% 81.3%

50% b.    B-BBEE spend  as % of local eligible spend >95% 95.9%

50% a.    Net promoter score (referral rate) 20 9.00

50% b.    Customer retention 34% 32%

67%
a.    SAA Airline Productivity increase (Salaries as % of 

Revenue)
14% 16%

33% b.    Compliance to Performance management 98% 83%

100% 43%

10%
Foster performance 

excellence 

Regulatory Environment20%

10%
Provide excellent 

customer service 

Shareholder Compact 2017/18

15%
Support national 

developmental agenda 

30%
Achieve and maintain 

financial sustainability 

Weight  Objective Weight Measurement
Target Actuals

15%

Achieve consistent, 

efficient and effective 

operations 



SAA’s Financial Performance



Month by month actuals

Rm

YTD

ACTUAL

YTD

 BUDGET VAR

YTD

CURRENCY 

ADJUSTED ACTUAL VAR

YTD

PRIOR YEAR VAR

Total income 6 826 7 620 -10% 6 997 -8% 7 317 -7%

Operating costs (7 445) (7 777) 4% (7 676) 2% (7 982) 7%

Energy (1 751) (1 736) -1% (1 827) -5% (1 768) 1%

Labour (1 511) (1 496) -1% (1 516) -1% (1 554) 3%

Aircraft Maintenance (945) (1 039) 9% (974) 6% (1 155) 18%

Other Operating Expenses (3 238) (3 506) 8% (3 359) 5% (3 505) 8%

EBITDA (620) (156) >100% (679) >100% (665) 7%

Depreciation, impairment & other (236) (258) 9% (236) -2% (195) -21%

EBIT (855) (415) >100% (915) >100% (860) 1%

Hedging gains/ losses (17) -      >100% (17) 0% 12 >100%

Foreign exchange gains/ losses (106) (0)  >100% (106) 0% (249) 57%

OPERATING PROFIT (LOSS) (978) (415) >100% (1 038) >100% (1 097) 11%

Net finance income (costs) (367) (398) 8% (367) 8% (268) -37%

PROFIT (LOSS) BEFORE TAX (1 345) (813) -65% (1 405) -73% (1 365) 1%

Taxation (9) 0 >100% (9) >100% 13 >100%

NET PROFIT (LOSS) (1 354) (813) -67% (1 414) -74% (1 352) 0%

Preference dividends (45) -      >100% (45) >100% (36) -23%

RETAINED EARNINGS MOVEMENT (1 399) (813) -72% (1 459) -79% (1 388) -1%

Group Income Statement
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• The Group recorded a year to date (“YTD”) net loss before depreciation and 
impairments (EBITDA) of R 620 million which was R 45 million (7%) lower than prior 
year loss but R 464 million (>100%) higher than budget. 

• While operating costs were R 358 million (4%) lower than budget, revenue is R 795 
million (10%) below budget, significantly impacting the Group’s bottom line. 

• YTD net finance costs and preference dividends of R 412 million were 3% ahead of 
budget and 35% ahead of FY17 as a result of greater reliance on debt finance to fund 
the Group’s operating activities. 

• While the shortfall of revenue touches on most areas of the business, the largest 
portion relates to the SAA passenger business. Passenger revenue was negatively 
impacted by lower demand as well as lower average fares. The greatest shortfalls are 
reflected in the domestic and regional markets. 

Commentary on Financial Performance
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• Operating costs are 4% lower budget and 7% lower than FY17 costs. Fuel, being the 
largest expense, is marginally ahead of budget (1%) largely driven by a higher than 
budgeted Brent oil price ($53 vs $50). Other major expense items showed positive 
budget variances.

• The Group incurred a net hedging loss of R 17 million and a net foreign translation loss 
of R 106 million. 

Commentary on Financial Performance…cont’d
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Update on Forensic Investigations



• The Board has mandated the Chairperson of the Audit and Risk 
Committee and the Chief Audit Executive to oversee the conclusion 
of: 
o SAA and Edward Nathan Sonnenbergs Africa Attorneys (“ENS”), in 

respect of the forensic investigation into the Company’s losses.
o SAA and EY in respect of their report on procurement and contracts 

management.
o SAA Technical and Open Waters Risk Solutions in respect of their report 

on procurement matters.

• The Board will provide a report to the Shareholder representative 
when the reports are finalised. 

Update on Forensic Investigations
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Appointment of Senior Managers



• The Board has completed the process for the 
appointment of the  Chief Executive Officer and 
Chief Restructuring Officer. 

• A process to appoint the Chief Commercial 
Officer has been initiated.

Appointment of Senior Managers
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Thank you

THANK YOU

Q & A


