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 (
CASH FLOW REVIEW 
STEADY PERFORMANCE
Cash outflows from operations
)
(
R 80.8m
Cash invested in capital assets 
)
(
incl. proceeds from disposal
)
R75.9m
(
Proceeds from government 
grants and recapitalization
R0.0m
Interest received
R51,0m
Cash balances at hand (beg 
R1,99bn)
R1,88bn
Increase of 
R95,8m from 31 
August 2020

The low spend on capital expenditure in the quarter and YTD is attributable to the effects of the various stages of the 
Lockdown which has resulted in delayed procurement processes as well as business affected in general (supplier
s 
downsized and some closed shops) 

The positive cash reserves  yielded interest income of R51 million in the year to date.
11
)
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· DETAILED BALANCE SHEET
· DETAILED CASH FLOW STATEMENT
	Detailed Balance Sheet
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	Description
	Sep 2020
	Sep 2019

	Property, plant & equipment
	1,442,959
	1,505,575

	Investment property
	9,930
	9,930

	Computer software
	56,982
	69,427

	Right of use asset
	21,304
	-

	Defined benefit asset
	775,103
	2,049,940

	Available for sale financial assets
	7,319
	10,567

	Prepayments
	62,832
	26,852

	Operating leases
	0
	60

	Total non-current assets 
	2,376,430
	3,672,351

	
	
	

	Programme, film & sports rights
	471,917
	431,960

	Consumables
	4,334
	4,678

	Trade & other receivables
	566,573
	759,040

	Prepayments
	34,792
	26,852

	Cash & cash equivalents
	1,883,063
	104,812

	Total current assets
	2,960,679
	1,327,342

	TOTAL ASSETS
	5,337,109
	4,999,693

	
	
	

	Share capital
	3,200,001
	1

	 (
Fair value adjustment reserve
)
	6,412
	8,932

	Retained earnings
	(860,233)
	1,090,890

	Total equity
	2,346,180
	1,099,823

	
	
	

	Government debt instrument
	14,913
	14,913

	Interest bearing loans & borrowings
	(3,176)
	9,719

	Deferred government grant
	127,908
	170,043

	Employee benefits obligations
	1,115,033
	1,166,035

	Other non-current liabilities
	35,749
	27,807

	Total non-current liabilities 
	1,290,429
	1,388,517

	
	
	

	Trade & other payables
	843,965
	1,776,020

	
	173,391
	170,728

	Employee benefits
	112,219
	24,264

	Contract liabilities
	0
	2,488

	Current portion of Government debt instrument
	13,231
	13,231

	Current portion of loans & borrowings
	69,047
	97,243

	Tax payable
	181,396
	148,824

	Current portion of deferred government grant
	0
	7,942

	Provisions
	307,251
	270,612

	Total current liabilities 
	1,700,499
	2,511,352

	TOTAL LIABILITIES
	2,990,928
	3,899,869

	TOTAL EQUITY & LIABILITIES
	5,337,109
	4,999,692
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	Description
	Sep 2020
	Sep 2019

	CASH FLOW FROM OPERATING ACTIVITIES
	
	

	Cash Receipts from Customers
	1,808,807
	401,012

	Cash Paid to Suppliers and Employees
	(1,886,213)
	(34,502)

	Cash Utilised in Operations
	(77,406)
	6,511 

	Net Interest Received
	46,958
	(8,179) 

	Income Taxes (Paid)
	444
	(101)

	Net Cash (Outflow)/Inflow from Operating Activities
	(30,005)
	(1,769)

	
	
	

	 (
CASH FLOW FROM INVESTING ACTIVITIES
)
	
	

	Acquisition of property, plant and equipment
	(75,874)
	(6,619)

	Acquisition of computer software
	(19)
	1

	Net Cash Outflow from Investing Activities
	(75,893)
	(6,618)

	
	
	

	CASH FLOW FROM FINANCING ACTIVITIES
	
	

	Finance lease paid
	0
	(2,357)

	Proceeds from government grant
	0
	0

	Net Cash Inflow from Financing Activities
	0
	(2,357)

	
	
	

	Net (Decrease) in Cash and Cash Equivalents
	(105,898)
	(10,744)

	Cash and Cash Equivalents - beginning of year
	1,988,960
	115,556

	
	
	

	Cash and Cash Equivalents - end of the month/year
	1,883,063 (
 
)
	104,812


 (
Detailed Cash Flow
Detailed Cash Flow
)
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PERFORMANCE AGAINST PREDETERMINED OBJECTIVES 
–
FINANCIAL SUSTAINABILITY
19
Outcome
Output
Output
Indicator
FY2020/21
Target
Target
Q2
Actual Performance
Comments on variance
FINANCIAL SUSTA
INABILITY
GOAL:  A FINANCI
ALLY SUSTAINABL
E ORGANISATION
TO BE A
PREFERRED
SERVICE
PROVIDER
TO OUR
CLIENTS, AND
A PREFERRED
CLIENT TO
OUR SERVICE
PROVIDERS
Revenue and
expenditure
managed in
accordance with
the approved
budget
Annual net 
(
profit)/
loss before 
interest
and tax (R’000)
430 826
159 277
335 585
Not achieved 
–
Mainly 
due to the effects of the 
COVID
-
19
 pandemic, 
advertising and 
sponsorship revenues 
were severely affected
Working capital
management
maximised in
response to
the operating
environment
Average 
creditors’
payment days
90
90
97
Not achieved 
–
The 
increasing balance owed 
to SENTECH had an 
impact on the creditors 
days.
Average debtors’
collection days
60
60
60
 
Achieved
)

 (
PERFORMANCE AGAINST PREDETERMINED OBJECTIVES 
–
CONTENT & PLATFORMS
20
Outcome
Output
Output
Indicator
FY2020/21
Target
Target
Q2
Actual Performance
Comments on variance
CONTENT AND PLATFORMS
GOAL:  OFFER A COMPETITIVE AND INNOVATIVE MULTICHANNEL PORTFOLIO
TO BE A
PREFERRED
BROADCASTER
WITHIN OUR
COMMUNITIES
THROUGH THE
PROVISION OF
COMPELLING
INFORMATIVE,
EDUCATIONAL
AND
ENTERTAINING
CONTENT
Shares of screen
ratings on Free
-
To
-
Air television
channels
protected
Performance 
Period
Share of 
Television
Screen Ratings 
)
%
(
SABC 1: 27%
SABC 2: 12%
SABC 3: 5%
SABC 1: 24%
SABC 2: 10%
SABC 3: 4.5%
SABC 1: 19.2%
SABC 2: 6.8%
SABC 3: 2.08%
Not achieved 
–
Though 
an improvement was 
achieved from Q1 for 
SABC 1, there were 
declines experienced 
for SABC 2 and SABC 3. 
The adverse effects of 
the pandemic on the 
commissioning process 
notwithstanding, 
increases in audiences 
from the investments in 
content are expected to 
start becoming evident 
during the second half 
of the year.
Share of diary
quarter
-
hours
listened on SABC
Radio stations
protected
Share of Diary
Quarter
-
Hours
listened (%)
PBS: 66%
PCS: 7%
PBS: 65,7%
PCS: 6,9%
PBS: 66.5%
PCS: 6,7%
PBS 
–
Achieved
PCS 
–
Not achieved 
-
Narrowly missed the 
PCS target due to 
declines on Good Hope 
and 5FM. This is 
receiving attention.
)
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PERFORMANCE AGAINST PREDETERMINED OBJECTIVES – CONTENT & PLATFORMS
	Outcome
	Output
	Output
Indicator
	FY2020/21 Target
	Target
Q2
	Actual Performance
	Comments on variance

	CONTENT AND PLATFORMS

	GOAL:  OFFER A COMPETITIVE AND INNOVATIVE MULTICHANNEL PORTFOLIO

	TO BE A
PREFERRED
BROADCASTER
WITHIN OUR
COMMUNITIES
THROUGH THE
PROVISION OF
COMPELLING
INFORMATIVE,
EDUCATIONAL
AND
ENTERTAINING
CONTENT
	ICASA license conditions met
	Percentage of local content broadcast on PBS television channels during performance period
	SABC 1: 65%
SABC 2: 65%
	SABC 1: 65%
SABC 2: 65%
	SABC 1: 68.96%
SABC 2: 70.03%
	SABC 1: Achieved
SABC2: Achieved.

	
	
	Percentage of local content broadcast on PCS television channel during performance period
	SABC 3: 45%
	SABC 3: 45%
	SABC 3: 53.97%
	Achieved

	
	
	Percentage of local music broadcast on PBS radio stations during performance period
	70% 
	 (
70
%
)
	78%
	Achieved

	
	
	Percentage of local music broadcast on PCS radio stations during performance period
	35%
	35%
	45%
	Achieved

	
	
	Number of PBS radio stations
(excluding Radio 2000) that achieved full compliance with ICASA-specified genre quotes
	14/14 radio stations
	14/14 radio stations
	14/14 radio stations
	Achieved


 (
PERFORMANCE AGAINST PREDETERMINED OBJECTIVES 
-
DIGITAL
22
Outcome
Output
Output
Indicator
FY2020/21
Target
Target
Q2
Actual Performance
Comments on variance
DIGITAL
ABC CONTENT EVE
E
E, FOR EVERYON
RYWHERE, ANYTIM
GOAL:  TO AVAIL S
TO BE A
PREFERRED
BROADCASTER
WITHIN OUR
COMMUNITIES
THROUGH THE
PROVISION OF
COMPELLING
INFORMATIVE,
EDUCATIONAL
AND
ENTERTAINING
CONTENT THAT
IS ACCESSIBLE
ON ALL
PLATFORMS
Long Term
Capital Plan
Implemented
Number of 
projects
completed on time
20
5
5
Achieved
Percentage of
projects completed
within originally
allocated budget
%
75
%
75
100
%
Achieved
OTT strategy
implemented
Percentage of 
SABC
Radio websites’
redevelopment
completed
50
%
N/A
N/A
N/A
SABC Player
development
completed
Phase 1 launch
N/A
N/A
N/A
)

 (
PERFORMANCE AGAINST PREDETERMINED OBJECTIVES 
-
PARTNERSHIPS
23
Outcome
Output
Output
Indicator
FY2020/21
Target
Target
Q2
Actual Performance
Comments on variance
PARTNERSHIP
S
ABLISH STRATEGIC AND SUSTAINABLE PAR
GOAL:  TO EST
TNERSHIPS
TO BE THE
PREFERRED
BRANDS
FOR OUR
AUDIENCES
Finalise partnership 
agreements with 
strategic partners
Number of 
television content 
generation 
partnership 
agreements/MOU
s signed
4
1
1
Achieved
Number of content
distribution
partnership
agreements/MOUs
signed
Number of 
content 
distribution 
partnership 
agreements/MOU
s signed
3
N/A
N/A
N/A
)
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PERFORMANCE AGAINST PREDETERMINED OBJECTIVES – HUMAN RESOURCES
	Outcome
	Output
	Output Indicator
	FY2020/21       Target
	Target
Q2
	Actual 
Performance
	Comments on variance

	ADMINISTRATIVE

	HUMAN RESOURCES
GOAL:  A COMPETENT, DYNAMIC WORKFORCE THAT IS FIT FOR PURPOSE

	TO BE A
PREFERRED
EMPLOYER
WITH
EMPLOYEES
WHO ARE
OUR BRAND
AMBASSADORS
OPTIMISE 
LEARNING & 
DEVELOPMENT TO
ENSURE 
SUSTAINABILITY 
AND READINESS 
FOR THE DIGITAL 
AGE
	Performance Management system implemented
	Percentage of employees with signed performance contracts
	100%
	N/A
	-
	Efforts are ongoing to improve on the performance achieved in the first quarter.

	
	Workplace Skills
Plan implemented
	Percentage of
Workplace Skills
Plan implemented
	 (
80
%
)
	30%
	1.4%
	Not achieved – 30 initiatives were delivered in line with the WSP. Challenges were experienced with SCM process.

	
	 
Culture
Revitalisation
Journey (CRJ)
Plan implemented
	Percentage of annual CRJ plan activities implemented
	100%
	25%
	-
	Not achieved -
The Culture 
Revitalisation Journey project remained on hold due to employees working remotely and restricted travel.
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PERFORMANCE AGAINST PREDETERMINED OBJECTIVES - GOVERNANCE
	Outcome
	Output
	Output Indicator
	FY2020/21       Target
	Target
Q2
	Actual 
Performance
	Comments on variance

	ADMINISTRATIVE

	GOVERNANCE
GOAL:  COMPLIANT GOVERNANCE PRACTICES, RISK MANAGEMENT AND SOUND INTERNAL CONTROLS

	ENSURE 
COMPLIANT 
GOVERNANCE 
PRACTICES 
THROUGH 
EFFECTIVE RISK 
MANAGEMENT 
AND A SOUND 
INTERNAL CONTROL 
ENVIRONMENT.
	Internal control environment strengthened
	Percentage of previous financial years’ AuditorGeneral findings resolved
	 (
90
%
)
	20%
	N/A
	The target refers to the resolution of findings from the previous year. The pandemic hampered the progress of the external audit. The audit had not been completed by the end of the quarter.

	
	
	Percentage of policies reviewed that are current in terms of the 
2-year review cycle
	50%
	40%
	26%
	Not achieved – efforts are ongoing to increase the pace at which policies are reviewed.

	
	Turnaround Plan implemented
	Number of progress reports submitted to Board and Department of Communication & Digital Technologies
	12
	3
	3
	Achieved
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CONSOLIDATED PERFORMANCE - REVENUE TV

SABC Group Profitability R’000

Profitability trend analysis
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REASONS FOR UNDERPERFORMANCE OF
COMMERCIAL REVENUE

The SABC did not meet commercial revenue targets on all
channels and performed worse than the prior year. This
financial performance was attributable to:

Impact of COVID-19

Reduction/hold back of spend by advertisers
Unintended consequences of the lockdown e.g.
liquidation of several advertisers

Delayed commissioning of broadcast properties

Program changes with scheduling displacement

Threat of digital marketing - Spend shift from TV/Radio to
digital platforms. This was more pronounced given 90%
use Online media is source of news with social media at
73% whilst Mainstream TV is generally around 68%

Budgeted commercial revenue for the Quarter was

R1,2b, yet only R797m was actually achieved.
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' CONSOLIDATED PERFORMANCE - REVENUE RADIO & TV LICENCE

Radio Advertising Revenue
Quarter 2

R’000

Year to date

REASONS FOR UNDERPERFORMANCE OF COMMERCIAL
REVENUE (CONT.)

500,000 1,000,000
450.000 T Cancellation of key events e.g. Olympics and delayed
40[)'000 43,655 SN resumption of PSL soccer games without supporters
' 800,000 Relaxation of the lockdown regulation is assisting the
350,000
147,697 36,243 LY advertisers to start placing business with SABC, with Level 1
S0000 119.356 600,000 from 21 September 2020
250000 500,000 Radio classic continues to perform better month on months,
200,000 400,000 although not achieving the monthly targets
150,000 262,947 300,000 Long established clients continue to cut investment
100,000 213,661 AELEER 200,000 All media are affected by the fall in advertising revenues.(TV,
50,000 100,000 Radio, Out of Home/Billboards)
0 0
Current Budget Prior Current Budget Prior
mALS mMG5S w Fortune 4
TV LICENSE CASH COLLECTED R’000 Renewals stream was R67.3m (37.4%) below budget — translating
to a year-on-year decrease of R17.2m (13.3%). In
Quarter 2 Year to Date comparison to Q1 (R104.1m), there is an increase of R8.m
R;:’::;e Actual Budget Variance Actual Budget Variance (8.2%) in Q2.
R’000 R’000 R’000 R'000 R'000 R'000 % New Licences was R0.8m (2.9%) below budget - translating to a
year-on-year decrease of RO.3m (1.0%). In comparison to Q1
Renewals 112,673 179,960 (67,287)- 216783 343305 (125 522)- (R18.4m), there is an increase of R7.4m (40.0%) in Q2
y The DCA's collections decreased by R3.3m (10.2%) compared to
ew 5 =i
) 25,820 26,600 780 month of Aug'20. Lockdown after effects are contributing to
cences ( )- 44,257 53,150 (8.893) non-compliance by licence holders resulting in a decreased
cash revenue.
DCA 94,834 108,500 (13,666)- 126,054 214,000 (87 946)-
'otal 233,327 315,060 (81,733)- 387.094 610.455 (2223 60)-
Revenue 184,929 276,620 (91,691)- a,152 536288 (2001 35)- SABC »*
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EXPENSES FOR THE QUARTER AND YTD 4

QUARTER PERFORMANCE INDICATORS

YEAR TO DATE

2209000 3,500,000 - SABC3 Isidingo
replacement  has  not
happened and this is a
2/000:000 3,000,000 huge saving on monthly
o basis, the slot is currently
2,500,000 broadcasting licensed
content. SABCI1 has been
1,500,000 struggling with budgeted
2,000,000 commissioned content
due to either budget,
suitability  or  delayed
1,000,000 1,500,000 delivery due to long

discussions.

1,000,000

550,050 «  Ofher operational
’ expenses Wwhere lower
500,000 than budget by Ré67m

(YTD: R229m) given the
benefits of staff working
from home.

Current

Budget Prior

Current

Budget Prior

m Amortisation (PFSR)
® Permanent

m Amortisation (IA) ® mpairment m Broadcast costs m Signal

= Non permanent ® Depreciation = Marketing costs m Collection costs

m Consulting fees = Personnel costs Operational Administration Other losses

MAIN EXPENDITURE DRIVERS

PERMANENT EMPLOYEE COST CONTENT AMORTISATION BROADCAST COSTS OTHER OPERATIONAL COSTS BUDGET
(-R8.1Mm) (-1%) (+R302,5Mm) (+53%) (+R44,3M) (+34%) (+R67,3M) (+23%) SAVING
(YTD: -R13,6Mm) (-1%) (YTD: +R608,2M) (+56%) (YTD: +R116,3Mm) (+43%) (YTD: +R230,3Mm) (+39%)
. . » . . . (+R427m)
Permanent employee costs are There is still some COVID19 impact This is as a result of constrained These  savings are  mainly (YTD +R998M)
slightly more than budget. The across  all Channels where commercial revenue attributable to delays in Repair, less
increase  above  budget s production houses opened late performance  (lower royalties independent contractors used and
attributed to the leave accrual and commissioned fitles that being incurred). Non- Maintenance and efficiencies
given leave taken is less than have not been delivered i.e. implementation of  Audience from cost saving initiatives. COVID-
normal, due to the State of Khumbule Khaya research is also a contributor to 19 pandemic Level 3, 4 and 5 has
Disaster and related implications this saving. significantly reduced travel).
for the Quarter and YTD.
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CASH BASIS REVENUE ANALYSIS

ASD - CASH BASIS INCOME STATEMENT
Actual Projections [ ]
CASH BASIS INCOME

R'000) Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total

Y 2018/19 70,623 73,459 | 77,895 81,774 85,649 104,384 64 94,776 88,576 2SS 71,349 86,074 1,003,651
Y 2019/20 60,991 S 7281 68 718! 58,394 o292 80,376 72,948 o7l 68,039 53,278 55,322 51,281 756,213
Y 2020/21 Budget) 98,365 104,570 91,460 100,665 105,370 109,025 118,610 131,890 106,390 83,770 98,685 111,200 1,260,000
Y 2020/21
RRANl 32850 49232 71,645 74,293 76,678 82,357 105978 121,587 99,431 77281 90330 103215 984,916
TV Licence Cash Projeciions + Cash revenue projected for the fiscal is R?84.9m which is
140,000 - R275.1m (21.8%) below the budget of R1.26bn but R228m
higher than the prior year actuals.
120,000 * Operating Revenue projected at R894.6m which is
R242.5m (21.0%) below budget of R1.1bn.
100,000 * Q2 cash revenue: The Division collected R233.3m, which
was R81.7m (25.9%) below budget . This was a year-on-
80,000 - S year increase of R41.6m (21.7%). In comparison to QI
60,000 - (R153.8m), there is an increase of R79.6m (34.1%) in Q2.
* Q2 operating revenue: The Division achieved R185.0m,
40,000 - which was R91.7m (33.1%) below budget - translating to
a year-on-year decrease of R23.3m (11.2%). In
20,000 - comparison to Q1 (R151.3m), there is an increase of
@mmnFY 2018/19 ess=wFY 2019/20 emmmsFY 2020/21 Budget) emsmmFY 2020/21 (Actual/Projections) R33.7m (22.3%) in Q2.
0
Apr ‘ May ‘ Jun ‘ Jul ‘ Aug ‘ Sep Oct ‘ Nov ‘ Dec ‘ Jan ‘ Feb ‘ Mar
Actual Projections

—
-
SABC »*
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FORECAST REVIEW

Revenue - Forecast vs Budget vs PY
6,000,000
5,000,000
4,000,000

3,000,000 -
2,500,000

Expenses - Forecast vs Budget vs PY

3,000,000 2,000,000
2,000,000 1,500,000
1,000,000 1,000,000
° 500,000
2 R 5 ) 2
& «""\\Q «& & & -
N\ o & & o
@ & N < <
& %QO \-><?’ é\é\ V\\vz}
(& & S
W ¥
S S
el © 6\0
v.
o foreasts Y2021 mmApprowdBudgst FY2021  — Unaudited Acual FY 19/20
Actual Projections Budget
Major Revenve &
Expenditure Forecast Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total Total
Revenue
Advertising revenue 279,124 175,065 203,101 225,067 259,946 311,265 358,890 394,804 287,150 179,458 251,204 322,818 3,247,892 4,763,125
Sponsorship 23,647 29,617 19,442 26,719 34,630 35,184 36,414 33,257 23,785 19,237 23,966 33,623 339,523 376,304
Licence fees 25,491 44,989 80,744 66,595 63,985 54,349 93,300 96,500 93,800 90,200 81,500 102,388 894,540 1,137,143
Government grants 18,475 13341 16,308 18963 16,265 16,809 17,351 17,810 17,250 17,831 18,800 16,823 206,028 223,400
Expenditure
Amortisation of
programme, film and
sports rights 73,286 59,207 66,933 80,584 96,236 92,293 111,790 118,910 126,740 114,731 124,932 123,383 1,189,026 1,974,693
Broadcast costs 15,760 20,439 29,907 23,174 23,552 40,507 32,016 39,760 38,580 29,009 30,919 40,137 363,757 528,252
Signal distribution and
linking costs 60,170 72,464 64,585 56,601 63,412 64,363 64,923 64,923 64,923 64,923 64,923 64,923 771,130 774,333
Employee costs 241,006 229,842 234,264 237,595 232,425 239,799 228,939 228,707 227,449 226,025 225,948 222,985 2,774,985 2,821,435

* A review of key income statement items

Severe Cash

Forecast Income Statemeng constraints

700,000
600,000
500,000
400,000
300,000
200,000
100,000
0
o o o o o o o o o — - -
() o~ o~ (] o~ o~ o o~ o~ o o o~
o o o [=] o o [=] o o o o o
o~ o~ o~ o~ ~N o~ o~ ~ ~N o~ o~ o~
x > z =24 O o F > O zZzZ o
$3$222%38% 4= g
Actual Projections
e Revenue & Other Income e Expenses
PERFORMANCE INDICATORS
*To manage the liquidity crunch repayment

arrangements are entered into with strategic partners.

» TV Content spent is limited to a ceiling amount.

» Based on projections, expected cash deficit is R128m
by February 2021 (slight improvement of reduction in
cash deficit R9m from August projection of R139m),
with forecast aim to manage this anticipated deficit

» Overall Commercial Enterprises is projecting under
performance 31% or R1,7 billion for the 20/21 financial
year.

* Programme sponsorship is revised to exceed the
budget of R228m by R20m as at September 2020, at
R248m.

* Digital new media and adventure revenue s
projected to be 84% below the budget of R131m and
mainly driven by digital new media.

» Relaxation of the lockdown regulation is assisting the
advertisers to start placing business with SABC.

SABC »
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FINANCIAL POSITION REVIEW (vs prior year comparable period)

10

‘ CURRENT RATIO = DEBTOR COLLECTION
m  1.74 IMES (0.53TIMES) ' 60 DAYS (44 DAYS)
- TARGET 1.63 TIMES TARGET 60 DAYS

Sep 2020 Sep 2019

BALANCE SHEET it it

Non- current assets 2,376,430 3,672,351
Current assets 2,960,679 1,327,343
ASSETS 5,337,109 4,999,693
Equity 2,346,180 1,099,823
Non-current liabilities 1,290,429 1,388,518
Current liabilities 1,700,499 251 1,85
TOTAL LIABILITIES 2,990,928 3,899,870
EQUITY & LIABILITIES 5,337,109 4,999,693

FINANCIAL ANALYSIS

The SABC at the end of the month had R1,99 bn cash reserves.
Despite the declining profits, the cash reserves are stable
mainly due to ring-fencing of these funds which are only be
utilised for content and capex in the medium term.

This strengthen the financial position of the SABC, having a
current ratio of 1.74. Solvency of the SABC is also quite healthy
with a 1.78 coverage ratio.

The current COVID-19 pandemic, and how the corporation
manages its working capital management, will significantly
impact on the sustainability of the financial position

CREDITOR PAYMENT TERMS CASH BALANCE
97 DAYS (162 DAYS) = R1,99 BN (R105M PRIOR YEAR)
TARGET 60 DAYS -

GOING CONCERN ASSESSMENT

Pillars on Going Concern

Liquidity
6

Profitability 4 State of PPE

2

Turnaround

solvency Implementation

Revenue growth Executive stability

The SABC has to work on improving the pillars of revenue growth
and profitability to address the going concern risk in the medium
term. Current projections are that, without improvement in the
two pillars, the going concern risk will increase markedly in the
medium term.

» These are the considered pillars for sustainability of the organisation

» If the full area of the graph is shaded then going concern
operations will be sustained

*  Maximum rating of 5 relates to target or optimal levels

« Liquidity & Solvency driven by NT funding and not operational results

=
SABC »*
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WORKING CAPITAL MANAGEMENT
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CREDITOR PAYMENT TERMS
‘ 97 DAYS (166 DAYS)
- TARGET 60 DAYS

Trade creditors (418,549)
Accruals (120,376)
Programme, film & sports rights (accrual) (114,526)
Other payables (166,854)
Total (820,305)

SENTECH debt currently at R361m as of end of Sep 2020 but a repayment
arrangement has been made.

The creditors payments days is worryingly above the target of 60 days,
given measured decision by Management to handle the liquidity position
of the Corporation effectively. However if SENTECH is excluded the

payment days come fo 31 days

DEBTOR COLLECTION
60 DAYS (44 DAYS)
TARGET 60 DAYS

ap

CREDITORS’ AGEING

30-90 120days-1

Ageing Current days year > 1year Total
Creditors (187,217)  (209.212) (13) (22,107) (418,549)
% 45% 50% 0% 5% 100%

Trade debtors 530,300

Impairment (54,543)

Otherreceivables 90,817

Total 566,573

DEBTORS’ AGEING

Ageing Current 30 - 90 days e ;’:;’rs ol > 1year Total

Debtors 518,569 (4,574) 3.374 12,931 530,300
% 98% -1% 1% 2% 100%

Trade & other receivables slightly increased (R3m increase) from previous
month more in line with the R22m increase in revenue from the previous
month.

Cash collections also did not meet the expected targets. This will create
liquidity challenges in the foreseeable future especially in the Fourth Quarter.
Management is negotiating and finalising a debtor financing facility to help

manage short-term working capital cycles
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IRREGULAR EXPENDITURE (IE)

FRUITLESS & WASTEFUL

HIGHLIGHTS

R59,6m (2019 - R52,3m)

Tenders above 30m with no...
Quotations vs Competitive bibs
3 quotations not obtained
Invalid/ no TCC
Variation order in excess of 15%
ScheduAll
Poor of planning
Incorrect evaluation

43,495
Deviations

Payments without contracts

B 10,000 20,000 30,000 40,000 50,000

M Sep 2019 m Sep 2020

Reported Irregular expenditure has increased from the comparable
period in the prior year by R7.3m. There is still more work required to

ensure completeness of reported IE.

Concerning is the R43,5m incurred due to Incorrect evaluation criteria
applied to bids as well as R4,9m for Payments without contracts. These
relate to transgressions in previous years on multi year contracts and
approved before the Payment without Contract mechanism was

discontinued.

Impairment of Programmes

Other - Overtime, S & T Claims,

Travel cancellation fees and

Interest, penalties and fines

Interest on repeat fees

R5,1m (2019 - R2,7m)

Travel

No value received

penalties

2,421
2,754

- 500 1,000 1,500 2,000 2,500 3,000

M Sep 2019 mSep 2020

There has been an increase in the fruitless and
wasteful expenditure incurred by R2,4m. The
highest expenditure incurred in the current year

relates to interest on repeat fees of R2,7m.

On 29 July 2020, the NT
condoned IE incurred in the
amount of R186m (R95m
paid to date, and on 15
August 2020, NT condoned
IE incurred in the amount of
R72m (R72m paid)

SABC has established a Loss
Control Committee (in line

with |E Treasury Guidelines).

The automation of the |E
tracking register is bringing
efficiencies in the
administrative process,
however the system still relies
heavily on human input to
identify the contracts or Pos
determined to IE. Further
improvement initiatives are

already in process.

=,
-
SABC »*
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EXTERNAL AUDIT-2019 (AGSA) INTERNAL AUDIT
Division Open i Unresolved |[Completedflotal Division Open n Progress Unresolved [Completed e
Progress Total
pales 1 1 Sales 6 5 2 8 21
Finance 4 3 57 ICorporate Affairs &
iGovernance and : 1 3 4
1 1 arketing

Assurance X
IGroup Human Resources 9 4 13 pnanes . 10 19

. : IGCEO & Regions 4 4
Logistical Services 1 1

IGroup Human 10 9 6 25

Technology 2 36 38 Resources
— 5 2 Leg.oI.Serwces‘ 12 1 13
Office of the COO 2 2 Logistical Services 9 4 13
Office of the GCEO 5 5 Technology 2 13 22 37
Polit?y & Regulatory Affairs 8 8 Ny 19 9 o1
SR:ngoundaﬁon ] ; 3 " . S 18 2
KAP CCC 5 2 SABC Sport 16 2 18
Strategy 4 4 zAP (licgh ' ] 1
Supply Chain 21 21 phitisl il 1 28 4 6 49
Management HRAgSMER
Television 3 2 5 Television 25 4 7 36
[V Licences 2 1 3 IV Licences 1 2 3
Grand Total 8 15 0 149 172 Grand Total 119 68 6 90 283
Percentage 5% 9% 0% 87% 100% ICompletion rate 42% 24% 2% 32% 100%

* The total number of findings issued by Internal audit are 283 in the previous financial period.

*  Most External audit findings are completed 87%(2% improvement from end of Aug 2020). Group Finance will in Quarter 3 incorporate the 96

findings raised during the 2019-2020 financial audit cycle for adequacy.

+  For IA findings, 32% of findings were completed (13% improvement from previous month), with 42% yet to be attended to and not yet in

progress. The tracking of Internal audit findings will continue being prioritized concurrently with AGSA findings.

* NB: One finding has sub-parts built into it and relates to various divisions. These are then split when uploading for SAP Reporting purposes. Whilst 3.1 above has S ABC '.

172 findings for internal reporting purposes fracking, only 127 AGSA findings were raised for the 2018-2019 financial audit cycle.

S
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lEXECUTIVE SUMMARY

Quarter 2 Year to Date
Description
Actual Budget Variance %  Prior Year Actual Budget Variance % Prior Year
Revenue (1,201,915) (1,805,460) (603,545) (33) (1.421,115) (2,190,014)  (3,484,205) (1,294,191) (37) (2.835,089)
Other income (4,159) (4.056) 103 3 (2.375) (6.315) (8,121) (1.806) (22) (5.794)
Revenue & other income (1,206,074) (1,809,515) (603,441)  (33)(1,423,491)(2,196,329) (3.492,327) (1,295,997) (37) (2,840,883)
Expenses 1,541,659 1,968,670 427,011 22 1,556,924 2,893,818 3:891,385 997.518 26 3,162,720
Operating loss before finance costs and tax 335,585 159,155 (176,430) (111) 133,434 697,489 399,009 (298,480) (75) 321,838
Finance income (22,199) (19.683) 2,516 13 (3.681)  (50,753) (39.365) 11,388 29 (6.468)
Finance expenses 2916 308 (2,608) (847) 21,628 BY9S 616 (3.179)  (51¢) 28,304
(Profit)/Loss for the year before tax 316,302 139,780 (176,522) (126) 151,380 650,531 360,260 (290,271) (81) 343,673

® The SABC Quarter 2 performance was more than 100% worse off
thon the same period in 2019. Revenue was below prior year Q2
comparative by R219m. Advertising & Sponsorship revenue is
below budget by R468m for Q2 (R192m below same period in
2019). This was mainly due to effects of Covid-19 pandemic. This

results in a net loss of R316m for Q2 which is R165mm worse than

® The implementation of the Capex plan, Content plan and
Maintenance plan has not be successfully implemented during
the quarter given the restrictions enforced during the various

stages of the lockdown, despite the funds being available.

® The Covid-19 pandemic peak cases in South Africa was

REVENUE RECOVERY PATH

Nielsen Ad Intel Covid-19 SA Insights -
Sept 2020 show that from January to
July 2020, SABC had 11% of the total
Ad Spend on TV and Radio.

Currently TV Prime time audience is at

. . . . reached in the middle of August 2020, and there is limited to 39.4% (PY: 43.8%, target 54%),
the comparative period. TV licence fees collection were R140m Performance af 28.9% (PY: 33.8%,,
below budget at R154m (Prior year actual was at similar levels IMEISVEd MeVSmekt G SEoHeRIS Genvily. Wi PUsIness G target 46%).

totalling R153m)

" YTD losses are at R651m with the SABC forecasting a full year loss
of R1.22bn. The deteriorating financial performance will see a
deterioration from the 39 quarter of creditor payment days. Of
the R1.99bn cash on hand, R835m is funding dedicated to
acquisition of content and R381m for capex from the National
Treasury funding received. The significant cash holding has
allowed the SABC to earn finance income of R22.2m for the

Quarter.

individuals returning to work, there is expected improvement in
the advertising and marketing budgets in line with December

peak season.

YTD expenses are R269m better than comparative prior period
due to R13m savings in operating expenses, R31m reduction in
Broadcasts costs driven by lower royalties from lower revenues,

and a R22é6m decline in content amortisation

® YTD - only PCS Radio (R36m) & PBS TV (R139m) operations are

profitable after taking into account overhead allocations

Whilst impact of Covid-19 is expected
to result in an overall 10-20% decrease
in Advertising spending, SABC is being
innovative in designing and testing
new models in the market.




