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	· The business report reflects performance for quarter 2, 2020/21 based on the Corporate Plan 2020/21.  
· The impact of Covid-19 and subsequent forecasts and KPIs adjustments has been factored in.  
· The set targets were executed amidst the Covid-19 pandemic and in a period of national Lockdown which carries strict regulations for trade between Alert Level 3 and 1.  
 
This quarterly report is prepared using cumulative Quarter 2 FY2020/21 where continuing business revenue was 10% (R58m) above budget (R662m actual vs R604m budget) mainly due to the following:  
▪ 	Connectivity was above budget due to the billing of the SA Connect (R834k) project phase 1B not included in budget. ▪ 	DTH was above budget due to channel uptake from Content Aggregators as well as SABC Streaming Services ▪ 	TV was above budget due to billing for MIH DTT tariff rate of exchange and delays in ASO which has higher tariffs.   ▪ 	MIS were above budget due to new business from existing customer expansions. 
 
· Operating Expenditure was 3% (R20m) below budget (R603m actual vs R624m budget) due to  operational activities deferred during lockdown.  
· EBIT for the period under review was R69m above budget (R136m actual vs R67m budget). 

	
	 Highlights for the period under review: Q2, 2020/21 
	

	
	                       Financial Indicators Q2, FY2020/21: 
 
	            Product/Sales Performance Q2, FY2020/21: 
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	▲Total Revenue  
	
	48 711 



	739 567 
	
	
	
	
	

	
	
	▲Continuing business revenue 
	
	57 778 



	662 526 
	
	
	
	
	

	
	
	▲EBIT  
	
	69 285 



	136 304 
	
	
	
	
	

	
	
	▲Net Profit 
	
	  42 818 



	  80 821 
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 	        Network Performance Q2, FY2020/21: 
	
	
	
	
	

	
	 
      Weighted Average Network availability was 99.87%. 
	
	
	
	
	

	
	
	
	 
	
	

	
	                      Human Capital Q2, FY2020/21: 
 
	
	[image: ]                  Performance against objectives 	 
 
	

	
	         
· Head count of 499 at a salary bill of R 107 658 755.33. 
· Staff turnover is 0.40% which is below the 10% standard norm. 
· Staff cost at 33% (target is 32% for yearend) 
· 598 (49.8%) training interventions against target of 1020 (85%) implemented 
· TRIR level at 0,1887% which is below 1% target.   
	
	 
 
For the period under review the organisation achieved an overall 80% of Corporate KPIs. 
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There is a total of 10 KPI’s set out in the 2020/21 Corporate Plan. The table below sets out the detailed activities that were relevant and performed for the period under review and 80% of targets were achieved:  
 (
1.
 
Performance Against 
Predetermined Objectives
 
) 
	Strategic Pillar 
	Outcome 
	Outcome 
Indicator 
	Annual KPI Target 
	Q2 
	Q2 Actual Performance 
	Achieved / Not Achieved 
	Variance Explanation 

	 
 
 
Optimisation and Growth 
	· Sustainable growth 
· Optimised cost 
structure 
	Sales Revenue  
(R ) 
	R1,185 million 
 
 
	R604 million (cumulative) 
	R663 million 
	Achieved 
	Attributed to overperformance in DTH, TV, MIS and back billing of the SA Connect project 

	
	
	Earnings Before 
Interest and Tax (R) 
	R 137 million 
	R67 million 
(cumulative) 
 
	R136 million 
	Achieved 
	Due to higher than expected revenues for the period and lesser expenditure vs budgeted costs 

	 
 
 
 
Innovation and 
Digital 
Readiness 
	Right technology in the right place at the right time / able 
to use 
	Number of 4IR 
projects initiated 
	Two 4IR technologies initiated (Data Analytics and AI) 
	Data Analytics  strategy developed  AI  strategy developed  
	Data Analytics strategy not developed 
AI strategy not developed 
	Not Achieved 
	Experienced delays in onboarding the identified external service provider to collaborate with SENTECH in the development of the Data Analytics and AI strategy. Improve planning to ensure seamless execution of this target. 

	
	Focused pipeline of innovative products and platforms that deliver strategic and operational value 
	Number of digital products launched for commercial customers 
	2 digital products launched for commercial customers 
	Business model and plan developed for 2 digital products 
	Business model and 
plan for 2 digital products developed 
	Achieved 
	Focused execution resulted in the attainment of this target. 

	 
 
 
Customer 
Centricity 
	· Satisfied customers/stak eholder 
 
· High customer 
Loyalty NPS 
 
 
 
 
 
	Percentage Customer 
satisfaction levels  
 
	Customer 
satisfaction levels of baseline +5% 
	Engagements with top 5 Tier 1 customers 
	Engagements were held with 6 customers i.e. SABC, MultiChoice, 
PRIMEDIA, 
Vodacom, MTN and 
Cell C 
	Achieved 
	Focused execution resulted in the attainment of this target. 

	
	
	Percentage weighted average availability based on product revenues 
	99.80% Weighted average availability based on product 
	Weighted average availability based on product revenues of 99.80% 
	Weighted average availability based on product revenues of 
99.87% 
	Achieved 
	Better network management resulted in this KPI being achieved. 
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	Strategic Pillar 
	Outcome 
	Outcome 
Indicator 
	Annual KPI Target 
	Q2 
	Q2 Actual Performance 
	Achieved / Not Achieved 
	Variance Explanation 

	
	
	Developed blue print for the New Broadband Network 
Company  (NBNC) 
	Blue print for the 
NBNC developed 
	Project plan and resource; terms of references and  requirements finalised 
	Project plan and resource, terms and requirements not finalised 
	Not Achieved 
	Delays in receiving feedback from the Shareholder. Outside these inputs the project cannot move as it is meant to align delivery of the Strategy 
Document with Shareholder expectations. Better follow through and alignment with relevant shareholder required to ensure delivery of this target 

	Talented People 
	Right people in the right place at the right time with the 
right skills and mindset 
	Percentage of planned skills training interventions implemented 
	90% of planned  skills training interventions implemented 
	45% of planned 
skills training interventions implemented 
	49.8% of planned 
skills training interventions were implemented 
	Achieved 
	Focused execution amidst covid-19 climate resulted in the attainment of this target. 

	Transformatio n 
	 
 
 
Contribution to industry transformation goals 
	Percentage of allocated budget spent on Enterprise and Supplier Development (ESD)  
	100% of allocated 
budget spent on 
ESD 
	ESD revised project plan developed and necessary resources acquired 
	ESD revised project plan developed and necessary resources 
(R5million) acquired 
	Achieved 
	Focused execution resulted in the attainment of this target. 

	Environmental Preservation 
	· Carbon 
footprint reduced 
· Energy 
efficiencies achieved 
	Number of sites converted to green 
energy supply 
 
	2 sites converted to green energy supply 
	Design and solutions requirements concluded for 2 sites 
	Design and solution requirements concluded for 2 sites i.e. Durban North site including the Regional Office 
and Potgietersrus site 
	Achieved 
	Focused execution resulted in the attainment of this target. 

	Reputation 
	· Clean audit 
· Increased 
brand equity 
	Clean audit achieved 
	Clean audit  achieved 
	No performance required 
	No performance required 
	No performance required 
	Not applicable 
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2.2. 	Statement of Profit and Loss 
	Description 
	
	Quarter 2 FY2021 
	YTD September 2020 

	  
	Actual 
		Budget 	Variance 
		 Actual  	Budget 	Variance 

	  
	R'000 
	R'000 
	R'000 
	% 
	 R'000  
	R'000 
	R'000 
	% 

	Revenue 
	   324,539  
	   303,343  
	   21,197  
	7% 
	      662,526  
	     604,748  
	    57,778  
	10% 

	Employee costs 
	 (106,445) 
	 (106,825) 
	        380  
	0% 
	     (211,273) 
	   (209,361) 
	    (1,913) 
	(1%) 

	Depreciation and amortisation 
	   (54,606) 
	   (68,423) 
	   13,817  
	20% 
	     (128,286) 
	   (137,563) 
	      9,276  
	7% 

	Lease expenses 
	   (28,402) 
	   (12,322) 
	 (16,080) 
	(130%) 
	       (38,944) 
	     (24,607) 
	  (14,337) 
	(58%) 

	Operating expenses 
	   (66,724) 
	   (64,040) 
	   (2,685) 
	(4%) 
	     (112,011) 
	   (113,946) 
	      1,935  
	2% 

	Direct expenses 
	   (62,776) 
	   (71,071) 
	     8,294  
	12% 
	     (112,749) 
	   (138,362) 
	    25,613  
	19% 

	Dual Illumination costs 
	     39,049  
	     44,844  
	   (5,795) 
	(13%) 
	        77,041  
	       86,109  
	    (9,067) 
	(11%) 

	Normalised Operating Profit 
	     44,635  
	     25,507  
	   19,128  
	75% 
	      136,304  
	       67,019  
	    69,285  
	103% 

	Dual Illumination Revenue 
	   (39,049) 
	   (44,844) 
	     5,795  
	13% 
	       (77,041) 
	     (86,109) 
	      9,067  
	11% 

	Dual Illumination costs 
	     39,049  
	     44,844  
	   (5,795) 
	(13%) 
	        77,041  
	       86,109  
	    (9,067) 
	(11%) 

	Operating Profit 
	     44,635  
	     25,507  
	   19,128  
	75% 
	      136,304  
	       67,019  
	    69,285  
	103% 

	Finance income Finance costs 
	     14,408     (38,627) 
	     11,068     (30,061) 
	     3,340     (8,566) 
	30% 
	        32,925  
	       23,594       (52,610) 
	      9,331    (35,798) 
	40% 
68% 

	
	
	
	
	28% 
	       (88,408) 
	
	
	

	Profit Before Taxation 
	     20,416  
	       6,513     13,903  	213% 
	        80,821         38,003  	[image: ]113% 

	Taxation 
	     (5,717) 
	     (1,824) 	   (3,893) 	(213%) 
	       (22,630) 	     (20,991) 	    (1,639) 	(8%) 

	Profit or (Loss) for the year 
	     14,700  
	       4,690     10,010  	213% 
	        58,193         17,012      41,180  242% 


 
 (
3.
 
Sales Performance
 
)
 
Revenue performance for Q2 2020 was 10% (R58m) above budget (R662m actual vs R604m budget). 
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SENTECH Q2 Continuing Business Revenue 
 
TV was 8% (R25m) above budget (R335m actual vs R330m budget) due to an invoicing to MIH for DTT services to recoup quarter one’s foreign exchange rate variation as well as delays with ASO. SENTECH and USAASA installers project for the contact centre upgrade and automation services is currently underway. 
 
Radio was 1% (2,3m) above budget (R171m actual vs R169m budget) due to addition of 2 new FM stations.    MW performed on target, however, request for assistance from Cape Pulpit as well as Veritas has been received and could affect the product going forward. 
 
DTH performance has been consistent during the Covid period whereby the growth from Content Aggregators is stable. Performance was 25% (R17m) above budget (R84m actual vs R67m budget), due to channels broadcasted for Content Aggregators, as well as billing that commenced for the new SABC Streaming service. 
  
MIS portfolio was 4% (R1,7m) above budget (R42.2m vs R41m budget) this due to the revenue activities that has taken place in Q1 (9% above), Q2 has reflected the on budget results and has also shown the serious impact of  Coved 19 pandemic, where customers like Cell C cancelled and continue a number of sites, SABC been given a lease free at Nasrec which delay a number of tier 3 planned upgrades at Nasrec. The discussions with MNOs for 3rd party contract management services related to the traditional council are well underway. However, Covid-19 delayed contract sign-offs and collections. 
Connectivity was 48% (R1,5m) above budget (R4,7m actual vs R3,2m budget) due to the back billing of the SA Connect project phase 1B. The sites were finalised in July 2020 but invoiced in August 2020. The negotiations for extra sites have not begun due to the delays in funding for the next phase. SENTECH responded to an RFQ for 41 sites for EC for phase 1A. It is expected that the response will be received in October 2020. The proposal for Catalyst was finalised for 660 sites in Ekurhuleni, the customer requested some changes to the proposal which will be finalised in Oct 2020 due to complications on their side. Limpopo lead for 881 sites in SEKHUKHUNE is at an advanced stage with designs submitted to Limpopo Connection for aggregation. SENTECH and BBI submitted the GBN proposal and the customer requested changes in scope. The final proposal is expected in Oct 2020 due to the delays on the customer side. There is also a potential lead in Pinetown for 500 sites but the lead is still at early stages. 
 (
4.
 
Network Performance
 
)
 
All commercial products performed well during the quarter under review. DTT was performing just below SLA. 
This was mainly due to load shedding that exposed underperforming UPS’s. UPS replacements are underway as part of the Technology refresh programme. Analogue TV services remain under threat due to ageing infrastructure and technology obsolescence.  
 
	National Network Performance - Q2 FY2020/21 
	

	Network Services 
	SLA Target (%) 
	SENTECH 
Performance(%) 
	R'000 
	Weighted Ave 
	KPI SLA Target 

	Analogue Television 
	99,70 
	99,88 
	154761 
	50,93 
	50,89 

	FM Radio  
	99,70 
	99,85 
	83447 
	27,45 
	27,44 

	Medium Wave Radio 
	99,50 
	99,98 
	2488 
	0,82 
	0,82 

	Satellite 
	99,80 
	99,99 
	41852 
	13,79 
	13,76 

	Connectivity Services 
	99,70 
	100,00 
	3025 
	1,00 
	0,99 

	DTT Commercial 
	99,61 
	99,59 
	17915 
	5,88 
	5,89 

	 
	 
	  
	303488 
	99,87 
	99,80 
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The Board remained committed and resolutive in its oversight duty over the implementation of approved strategies by SENTECH and was geared to strategically monitor the regressive and debilitating social, economic and financial impact that COVID-19 pandemic had and continue to have globally and nationally, and more importantly, on the financial sustainability of Sentech and on the ability of its customers to meet their financial obligations. The health and safety of employees of Sentech remained a focal point in its Committees and the Board to ensure that measures were in place to mitigate against both physical and mental effects that the pandemic might likely have on them. 
 
One of the priority matters that was considered by the Board during this quarter was the Integrated Annual Report for Year ended 31 March 2019/20 and Audited Annual Financial Statements FY 2019/20, the revised Corporate Plan for the period FY2020/21 to FY 2024/25, the SENTECH-BBI post-merger SOC implementation plan draft report, the 2020/21 Sustainability Analysis and Plan, FY 2020//21 Stakeholder Engagement Strategy and Plan, Board and Board Committees’ Charters and review of Policies. 
 
SENTECH complied with its statutory and regulatory prescripts for the quarter and has engaged the Shareholder on strategic matters pertaining to SENTECH. The Board approved on 30 July 2020 the FY 2020/21 First Quarter Business Performance Report which was duly submitted to the Shareholder on 31 July 2020.  
  
Below is information on governance matters pertaining to the second quarter of the FY 2020/21, highlighting the Board and Board Committee meetings which were held on scheduled dates in compliance with the approved Corporate Calendar and in compliance with approved Charters of the Board Committees and the Board. There were also other special meetings which were held to address urgent strategic matters. 
 
5.1 Board and Board Committees meetings 
 
The Board has five committees i.e., Audit and Risk Committee; Human Resources, Nominations and Remuneration Committee; Social and Ethics Committee; Technology, Sales and Regulatory Coordination Committee and the Investment Committee. The Board and its Committees meet quarterly.  
 
The following Board and Board Committees’ meetings were held during the reporting period: 
 
	Meetings 
	Date 

	Ordinary Board   
	30 July 2020 

	Special Board  
	17 August 2020 

	
	25 August 2020 

	
	23 September 2020 

	Ordinary Human Resources, Nominations and Remuneration Committee 
	16 July 2020 

	Special Human Resources, Nominations and Remuneration Committee 
	15 September 2020 

	Ordinary Audit and Risk Committee 	 	 
	21 July 2020 

	Special Audit and Risk Committee 
	3 August 2020 

	
	17 August 2020 

	
	31 August 2020 

	
	30 September 2020 

	Ordinary Technology, Sales and Regulatory Coordination Committee  
	17 July 2020 

	Ordinary Social and Ethics Committee 
	16 July 2020 

	Ordinary Investment Committee  
	22 July 2020 


*The special Human Resources, Nominations and Remuneration Committee meeting was held to consider the Annual Salary Increase and Short-Term Incentive Pool, performance assessments of the Company Secretary, COO, CFO and CEO and employment contracts of the CEO and Acting CFO.  
 
The special Audit and Risk Committee meetings were held to consider Acting: Internal Audit - Performance Review and the Head: Internal Audit Performance Contract, Terms of Reference for Outsourced Audit Services for Intelsat Tender Process and the Draft Report of Intelsat Contracts. 
 
The Special Board meetings were held to consider the Appointment of Intelsat as Ku-Band VSAT Satellite Capacity Provider, Legal Opinion on the Conflict of Interest, Recusals & Access to Closed Sessions Minutes, Appointment of Intelsat As Ku-Band VSAT Satellite Capacity Provider, Recruitment of the Chief Financial Officer and draft Employment Contract for the Chief Executive Officer. 
 
5.2.  Shareholder and Stakeholder Engagement  
  
· The Annual General Meeting was held on 11 September 2020, in accordance with the Memorandum of Incorporation and the Companies Act. The Shareholder adopted the Integrated Report and Financial Statements and approved the appointment of Audit and Risk Committee members and External Auditors.  
 
5.3. PFMA Compliance Matters 
 
· The 	Board 	submitted 	the 	First 	Quarter 	Business 	Performance 	Report 	to 	the 	Executive  
Authority and National Treasury on 30 July 2020. 
 
· The Integrated Report and Financial Statements and the revised Corporate Plan were submitted to the Shareholder, External Auditors and National Treasury.  
 
5.4. Directorships 
 
· The Directorship remains unchanged.  
 
 
 
 
 
 (
6.
 
 
Internal Audit
 
)
 
The IIA defines the role of Internal Audit as follows: “An independent, objective assurance and consulting activity designed to add value and improve the organisation’s operations. It helps the organisation to accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control and governance processes.”  
The table below, summarizes the Internal Audit Function’s progress against the 2020 /2021 IA Plan relevant to Quarter 2.  
Legend 
	* 
	Concern/ Requires ARC Intervention 

	WIP 
	In Progress 

	
	Completed 


 
6.1. 	Progress against 2020/ 2021 IAP 
	Name of Internal Audit 
	Audit Status 
	Audit Report Issued 
	Audit Report Rating 

	Mergers, Acquisition, Strategic Partnerships and Alliance 
		WIP 	- 	- 

	Revenue Assurance 
		WIP 	- 	- 

	Human Resources 
		WIP 	- 	- 

	Business Continuity Management Review 
		WIP 	- 	- 

	Risk Management and Compliance 
Performance Information - Quarterly 1 Reporting 
Performance Process audit 
Irregular and Fruitless and Wasteful Expenditure 
Review 
Annual Report Review 
		WIP 	- 	- 

	
		 	Report Issued 
	 	Report Issued 
	 	Report Issued 
Moved to Q4 per ARC 
	Significant 

	
	
	No findings 

	
	
	Other important matters 

	
	
	

	IT General Controls Review Follow Up (Outsourced) Transfer of skills 
	Moved to Q4 in agreement with external auditors to obtain more coverage for the year and enable their reliance. 


Due to the number of Ad Hoc requests received for RFQ/ Tender reviews, as well as other allegations and reviews (refer to point 6.2 below), five of the planned audits are still in progress, and not yet finalized. 
 
6.2. Progress against approved ad hoc reviews 
The table below, summarizes the progress of the IA Function against all approved ad hoc project requests during Quarter 2: 
	Name of Internal Audit Project 
	Audit Status 
	Audit Report Issued 
	Audit Report Rating 

	Other Ad-hoc Assignment and Consulting Servic
1. Internal investigation of allegations – SCM related 
2. Internal investigation of allegations – SCM related 
	es: 
 
WIP 
	Report Issued 
 
	

	
	
	
	Allegations not proven 

	
	
	
	 

	3. Investigation of allegations – HR related 
	WIP 
	 
	 

	4. Board requested review 
	WIP 
	 
	 

	5. External forensic investigation 
	WIP 
	 
	 

	RFQ an
1. 
1. 
2. 
3. 
	d Tender Reviews: Mast Painting o 	First report 
Mast Painting o 	Second report 
IOT 
 
IOT LoraWAN 
 
	

	Report Issued 
Report Issued 
Report Issued 
Report Issued 
	

	
	
	
	
	Significant 

	
	
	
	
	No findings raised 

	
	
	
	
	Other important matters 

	
	
	
	
	No findings raised 

	4. 
	STL 
 
	
	Report Issued 
	No findings raised 

	5. 
	Intelsat Negotiated Procedure 
	
	 
	No findings raised 

	6. 
	Panel of Installers 
 
	
	Report Issued 
	No findings raised 

	7. 
	ESB Solution 
 
	
	Report Issued 
	Administrative Matters 

	8. 
9. 
	Panel for IOT 
 
DTH Prostream 
	
WIP
	Report Issued 
 
	No findings raised 

	
	
	
	
	 

	10. DTT STB NW Province 
	WIP 
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 (
7.
 
Risk Management Report
 
 
) 
1. Report Summary 
 
1.1 Purpose 
The purpose of this report is for the Committee to note and recommend to the Executive Committee, significant strategic, new and emerging risks, incidents that occurred during quarter 2 of 2020/21 financial year. 
 
1.2 Evaluation of risks  
All the risks affecting different objectives within the organization have been identified and assessed according to the risk management framework that was approved. The risks were assessed in terms of impact and likelihood and the ratings guide and risk matrix used is detailed in Diagram 1 below.  
	 
 
 (
Impact descriptor 
 
)
 
	Risk Matrix 
	 	 
 	 
 (
 
 
 
 
 
 
) 	 
Risk Appetite line 
 
 
 
 
 
 	 

	
	 	 	 	 	 	 	 
	Critical 
	5 
	Medium 
	Medium 
	Critical 
	Critical 
	Critical 

	Major 
	4 
	Low 
	Medium 
	Critical 
	Critical 
	Critical 

	Moderate 
	3 
	Low 
	Medium 
	Medium 
	Critical 
	Critical 

	Insignificant 
	2 
	Low 
	Low 
	Medium 
	Medium 
	Medium 

	Negligible 
	1 
	Low 
	Low 
	Low 
	Medium 
	Medium 

	 	 
 	 
	1 
	2 
	3 
	4 
	5 

	
	Rare  
	Unlikely 
	 likely 
	Common  
	Almost Certain 


Likelihood Descriptor  
 	 
	


 	 
1.3 Strategic risks  
The strategic risk register details the risks, contributing factors to the risks, risk analysis (ratings) and the mitigations to the risk that are matched against the strategic objectives and outcomes. The risk register also includes key risk indicators that is used to monitor risks that might be materializing. The following table summarized the identified risks. 
	Total # of strategic risks 
	
	16 
	

	Number Inherent Risk   
	High  
	
	13 

	
	Medium 
	
	3 

	Number Residual Risk  
	High  
	
	7 

	
	Medium  
	
	8 

	
	Low 
	
	1 


 
The following graph details the strategic risks that have been identified according to the risk categories the full risk register is attached in annexure A: 
[image: ] 
1.4 New and Emerging Risks  
 
The emerging risk is due to the SABC announcing a reduction in DTT sites or going DTH instead of DTT. 
This will have a direct impact on SENTECH’s sustainability and the failure of DTT as a platform.  
 
1.5 Business Continuity Management  
The BC plan was invoked during the last quarter of the 2019/20 financial year. The plan has been implemented and supporting documents reviewed and developed as required. There were 19 new cases that have been reported during quarter bringing the total number of confirmed Covid-19 cases to 29. The BC risks are being monitored and the BC plan was successfully implemented to ensure continuity of operations and limiting the spread of the virus. Plans are being constantly reviewed to ensure efficiency, continuity and preservation of life. There were also two IT incidents reported during the quarter that had a significant impact on operations. The IT disaster recovery (DR) was implemented however in some areas it failed. Plans are underway to close the gaps and limit disruptions to ensure business continuity.  

1.6 Progress on implementation of FPP  
Fraud prevention plan was revised for the financial year 2020/21 that includes the awareness programmes. There were two fraud awareness activities conducted during quarter 2. The one related to the use of the fraud hotline and the aim was to encourage employee to continue using the hotline. The second awareness was on the ways to spot fraud red flags.   
 
Fraud risks  
All the identified fraud risks are constantly being monitored. All the fraud risks rated low have been removed from the report, however they constantly being monitored.  There is a total of 13 fraud risks of which only one is rated high. The high risk is related to theft and vandalization at sites. There are no changes to the other fraud risks. The updates on the fraud risks is attached in the annexure of this report. The following table provides details:  
 
	No 
	Risk Description 
	IR 
	
	Mitigation 
	RR 
	Status 

	1 
	Abuse of leave / leave book i.e.  Leave taken without proper 
authorisation  
Absenteeism 	without 	taking 
authorised leave 
	 
	• • • 
• 
	Leave Management Policy  
Monthly leave reconciliation 
SAP system  
Leave monitoring 
	  
	There are no incidents, however this risk might be materialising with work from home arrangement.  

	2 
	Exit 	Procedures 	i.e:  
 
Employees leaving without satisfying their debts with respect of training and other contracts / Inability to recover funds with regards to training bonding contracts 
	 
	• 
	Exit Procedures 
	  
	The risk is currently under control as exit procedures are implemented.  

	3 
	Nepotism - Appointment of close friends and/or relatives 
	 
	• 
• 
	Panel members declare during the recruitment process.  Recruitment Policy  
	  
	The are no reported cases and policies are being implemented.  

	4 
	Potential 	Payment 	of 	Ghost Employees 
	 
	• 
	Monthly 	reconciliations Management 	confirmation 	of employees prior to payment of salaries  
	  
	Continued 	implementation 	of controls.  

	5 
	Potential 	Payments 	made 	to 
fictitious suppliers 
	 
	• 
• 
	Invoices are vetted by requesters  Segregation of duties between 
Finance 	and 	SCM  
SCM and Finance Policies 
Supplier Database verified before payments are made. SARS verification also done to check VAT status. 
	  
	There is continued implementation of controls including compliance assessments.  

	6 
	Theft of asset and vandalization at sites.   
	 
	• 
	Approved 	security 	strategy 	to 
safeguard assets in the field 
	  
	There are still theft and vandalization at sites. The risk still remains high.  

	7 
	Potential 	for 	inadequate 
segregation of duties  
	 
	• 
• 
	Policies and procedures in place and 
implemented 
Segregation reviews on SAP 
	  
	There is continuous implementation of controls.  

	8 
	Management override of controls – Overriding DoA - S&T claims process and advances - effecting changes post managements’ authorisation at payroll.  
	 
	• 
• 
	Delegation of Authority 
Internal and External audits 
	 
	There is continuous implementation of controls.  

	9 
	Misuse of SENTECH assets for personal purposes  
	 
	• • 
	Allocation of assets  Monitoring of use  
	 
	There is continuous implementation of controls.  

	10 
	Falsification of sales to achieve sales targets.  
	 
	• 
	Sales Incentive Policy  
	  
	There is continuous implementation of controls.  

	No 
	Risk Description 
	IR 
	
	Mitigation 
	RR 
	Status 

	11 
	Petty cash fraud _- Reuse of petty cash vouchers and manipulation of invoices used for petty cash.  
	 
	• 
• 
	All petty cash vouchers will be prenumbered.  
Finance will review all invoices for validity.  
	  
	There is continuous implementation of controls.  

	12 
	Collusion of (SCM) officials with the suppliers.  
	 
	• 
• 
	Segregation of duties between the official requesting and approving quotes.  
Employee vetting to be conducted for all officials.  
	  
	There is continuous implementation of controls.  

	13 
	Potential collusion between OC employees and customers at the 
sites for facilities leasing 
	 
	• 
• 
	Random sites audits conducted at once a year across all Operational Centres. 
Automated site monitoring  
	 
	The status is still the same 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 (
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	Focus Area  
	Quarterly Targets 
	Progress Update 

	Optimisation of Human capital 
related costs 
	Reduce staff costs to 32% of revenue.  
 
	The staff complement for the Q2 period under review is 499 permanent employees with a salary bill of R 107 658 755.33. Staff costs are currently 33% of revenue for the quarter, the aim is to reduce it to 32% by implementing various cost management programmes such as VSP and migrating to a more cost-effective remuneration structure. A service provider has been appointed to assist with the remuneration structure and cost reduction interventions. A total of two employees were terminated in the period under review making a 0.4% turnover rate. 

	
	Optimal Organisational architecture by Q4 
	The project scope and specification has been developed and will be workshopped with BBI to collaborate on the implementation of the project. 

	Talented People 
 
	5 mission critical skills in place by Q4 
	Talent management training conducted for management levels to enable them to facilitate the identification of mission critical skills. Mission critical skills will be identified by the talent forum consisting of Broadband, M&S, R&I Technology, OPS and Strategy Executives. 

	
	Filling of critical vacancies approved by the Minister by Q4 
	The recruitment process for the CFO position has been finalised and the top three recommended candidates will be submitted to the Minister for approval. The interim contract for the CFO has been approved by the Minister. 
 
To date we have advertised a total of 12 positions on Career Junction, of which six are for a three-year fixed term period, and six for one-year temporary contracts. The vacancies are at various stages of the recruitment and selection process. 

	Skills Development Spend 
	Deliver 45% of training interventions by Q2. 
	A total of 598 (49.8%) training interventions out of an overall target of 1020 (85%) were implemented. 

	
	Achieve SD spend of 20% of allocated budget 
 
	The total Skills Development (SD) spend target for the 2020/21FY is 6% of payroll and the SD spend of 27.5% of the allocated learning and development budget has been achieved for the period under review.   

	Transformation Plan 
 
 
 
 
 
 
 
 
 
	Achieve 38% of women representation by Q4.   
 
 
 
 
 
	Women representation is currently 37%. The target is to achieve 38% representation for women by the end of the financial year, this will depend on the upliftment of the moratorium for critical positions. 
 
The current employment equity statistics reflect that: 
 
· 88% of staff in the organisation is black and 34% women.  
· At top management levels, 100% are black and 0% women;  
· 100% of Executive management is black and 57% women.  
· At senior management 88% are black and 47% are women, and  
· 81% of specialists and middle management levels are black and 31% women.  
· The number of people living with disabilities is 1.2% (6). 

	Focus Area  
	Quarterly Targets 
	Progress Update 

	Manage TRIR levels  
	Ensure TRIR levels are below 1% by end of Q4 
	The TRIR level for the period under review is 0,1887% which is below 1% target.  We are on track to achieve our annual target. 
 
A total of 19 cases were reported which includes 18 Covid-19 cases and 1 minor vehicle accident.    

	Employee Relations 
	Effective stakeholder management and 
resolution of ER matters 
	Disciplinary hearings and CCMA Referrals: 
During the second quarter, the company had one CCMA arbitration case related to unfair labour practice, the matter was postponed due the unavailability of the employee.  
 
There was disciplinary hearing held related to fraud for three employees, awaiting outcome from the chairperson on the matter. One grievance was held related to a salary increment dispute; the outcome was communicated to the parties involved.  
 
Labour Court Referrals:  
Communication Workers Union (CWU) is still the majority union within SENTECH and has the has sole bargaining rights. NUMSA’s organisational rights agreement was terminated with effect from 11 May 2020 following a Constitutional Court Judgement tabled on 26 March 2020.  
Annual Wage Negotiations: 
The 2020/21 FY annual wage negotiations have commenced, and the company communicated that a moratorium has been instituted for salary increases. 


9. Conclusion 

 
For the period under review continuing business revenue was 10% above budget (R662m actual vs R604m budget) and EBIT was R69m above budget (R136m actual vs R67m budget). Operating expenditures was 3% (R21m) below budget (R603m actual vs R623m budget). 
Overall product performance was above budget. DTT Commercial came marginally below target (99.59 performance against SLA of 99.61) which was triggered by load shedding incidents that exposed underperforming UPS’s. Analogue TV services remain under threat due to ageing infrastructure and technology obsolescence which amplifies the urgency for the full implementation of digital migration. 
 
The organisation has noted a decline in the number of Covid-19  infections and 18 cases were reported for the period under review. The organisation continues to intensify Covid-19 safety messaging and providing necessary support to the affected colleagues and their families. 
 
It should be noted that the set targets were executed amidst the Corvid-19 pandemic and in a period of national Lockdown which carried stringent trade regulations under alert levels 3 to 1. Management reviewed and implemented the set KPIs in order to ensure that the organisation remains sustainable and relevant to survive the prevailing tough economic climate. 
Annexure A: Financial Reports  
Statement of Financial Position  
	  	Sep-20 
	
	Mar-20 
	Movement 

		  	R'000 
	
	R'000 
	R'000 

	ASSETS 
	  
	  
	  

	Non-Current Assets 
	  
	  
	  

	Property, Plant & Equipment 
	                    999,126  
	          1,105,368  
	      (106,242) 

	Intangible assets 
	                       23,326  
	                22,585  
	                 741  

	Right of Use assets 
	                 1,135,184  
	          1,206,104  
	         (70,920) 



	  	                 2,157,636  	          2,334,057  	      (176,421) 
	  
	                       54,587  	          
	                       37,504  	          
	  
      54,693                 37,504  	      
	  
      (106) 
              -

		                    439,841  	          
	    336,584  	         
	103,257  

		                 1,723,882  	          
	1,516,393  	         
	207,489  

		                 2,255,814  	          
	1,945,174  	         
	310,640  

		                 4,413,450  	          
	4,279,231  	         
	134,219  

	  
  
	                       75,892  	          
	  
  
      75,892  	      
	  
  
              -

		                    776,015  	          
	    776,015  	      
	              -

		                 1,502,080  	          
	1,443,886  	        
	   58,194  

		                 2,353,987  	          
	2,295,793  	        
	   58,194  

	  
  
	                       11,434  	          
	  
  
      11,434  	      
	  
  
              -

		                 1,466,693  	          
	1,466,693  	      
	              -

		                 1,478,127  	          
	1,478,127  	      
	              -

	  
	                                -   	         
	  
                 -   
	  
  

		                         3,579  	           
	        4,518           
	      (939) 

		                    190,546  	          
	    129,303  	        
	   61,243  

		                       82,281  	          
	    111,301           
	(29,020) 

		                    258,929  	          
	    214,189  	        
	   44,740  

		                       46,000  	          
	      46,000  	      
	              -

		                    581,335  	          
	    505,311  	        
	   76,024  

		                 2,059,462  	          
	1,983,438  	        
	   76,024  

		                 4,413,450  	          
	4,279,231  	         
	134,219  


Current Assets 
Inventories 
	Deferred Tax 	   
Trade and other receivables 
Cash and cash equivalents 
  
Total Assets 
  
EQUITY 
	Share capital 	   
	Reserves 	   
Accumulated profit 
  
LIABILITIES 
Non-current liabilities 
	Employee Benefits 	   
	Lease liability 	   
  	   
Current liabilities 
Loans and borrowings 
Tax Payable 
Trade and other payables 
Current portion of Lease liability 
Deferred income 
	Provisions 	   
  
Total liabilities 
Total Equity and Liabilities 
 
 
 
Capital Budget Q2 
 
The capital expenditure approved for the FY2021 was R242 million (R190m SENTECH funds and R52m grant funds). At the end of quarter 2, R25 million was spent as shown in table below, with R217million still to be expended for the remainder of the year. Refer to the catch-up plans explained in the detail comments below.  
 
Summary 
	DIVISION  
	 Budget  	 
	Expenditure  	 
	Variance  

	Operations 
             
	124,384  	     
	          14,703               
	   109,568  

	Technology 
             
	  50,000        
	            5,111               
	     45,559  

	Research and innovation 
             
	  15,400        
	            4,523               
	     10,391  

	External fund (D2D) 
             
	  52,000        
	               355               
	     52,355  

	Grand Total 	  	             
	241,784  	     
	          24,692               
	   217,874  


 
Detailed Q2 Capex Report: 
 
	
	
	FY2021
	 Budget vs Exps 
	FY2021
	Catch-up Plan

	DIVISION	CLUSTER 1
	Budget	Expenditure
	Variance 
	Roll-Over 
	

	Operations
	
	
	
	
	
	

	Approved
	Facilities upgrades and improvements
	              56,516
	                8,897
	                 47,619
	           21,296
	Contractors are utilized to execute the work and the catch-up up plan will involve accelerating/crushing some activities or work overtime which will have  cost implications. 

	
	Network monitoring and management equipment
	                1,317
	
	                   1,317
	
	Delays were experienced at the Business Case approval phase and the catch-up plan will involve crushing some of the activities on procurement where most delays are likely to occur.

	
	Physical security
	                6,315
	                    240
	                   6,075
	              5,585
	

	
	Support Systems
	              28,811
	                2,763
	                 26,048
	           11,539
	Agile project management to be used as part of the catch-up plan were progress will be monitored closely by keeping an eye on it and working together more efficiently using dashboards and scrum.

	
	Technology refresh
	              19,200
	
	                 19,200
	           25,499
	Equipment was ordered and delivery is expected in mid-November 
20. We have no control over delivery however the supplier will be 

	
	Vehicles and trailers
	                8,245
	                2,915
	                   5,330
	              2,200
	Most of the vehicles have been ordered and a catch-up plan not required.

	
	Test and measurement
	                3,980
	
	                   3,980
	
	Delays were experienced at the Business Case approval phase and the catch-up plan will involve crushing some of the activities on procurement where most delays are likely to occur.

	Pending Approval
	Project write off- Parliament audio feeds
	
	                  (112)
	
	
	

	Operations Total
	            124,384	              14,703
	               109,568
	           66,118
	


 
	
	
	FY2021
	 Budget vs Exps 
	FY2021	Catch-up Plan

	DIVISION	CLUSTER 1	Budget	Expenditure	Variance 
	Roll-Over 
	

	Technology
	
	
	
	
	
	

	Approved
	Cybersecurity
	                2,951
	
	                   2,951
	
	

	
	IP core
	                2,000
	
	                   2,000
	
	R 100K to be spent in Q3, R 1.9 million to be spent in Q4 (dependent on tender process currently in progress).

	
	Enterprise Service Bus Integration
	                5,450
	
	                   5,450
	
	

	
	Diginet & E1 replacement
	                3,070
	
	                   3,070
	
	Delayed due to tender process, implementation and spending to be expedited during Q3 and Q4, potential of partial roll-over to next FY.

	
	Video Conferencing
	                4,512
	
	                   4,512
	                  -
	

	
	SA Connect
	                3,505
	                1,199
	                   2,306
	
	No catch-up plan required, on track for conclusion in current FY.

	
	Commercial radio broadcasters
	                1,359
	                    368
	                       990
	
	

	
	End user devices
	                3,400
	                3,778
	
	
	No catch-up plan required, on track for conclusion in current FY

	
	COVID 19 Business Continuity
	                    155
	                    447
	
	
	No catch-up plan required, on track for conclusion in current FY, revised business case approved correcting capex.

	
	IT Storage
	                4,156
	
	                   4,156
	
	

	
	TVWS
	                    750
	
	                       750
	
	Business Case was approved, implementation and spending to be expedited during Q3 and Q4. Potential of partial roll-over to next FY due regulatory delays in service licensing.

	
	Internet of Things
	                1,000
	
	                   1,000
	
	Delayed due to Business Case approval process, implementation and spending to be expedited during Q3 and Q4, potential of partial rollover to next FY.

	Pending Approval
	Terrestrial Linking Network (TLN)
	              12,000
	
	                 12,000
	
	Delayed due to BC approval, implementation and spending to be expedited during Q3 and Q4, potential of partial roll-over to next FY.

	
	DAB+
	
	                      80
	                        (80)
	              7,085
	

	
	E-Learning
	                2,026
	
	                   2,026
	                 161
	

	
	End user devices
	
	
	                        -
	              4,906
	

	
	IT infrastructure
	
	
	
	           10,995
	

	
	Lab refurbishment
	
	                    574
	                     (574)
	              2,500
	Approved on 02/10/2020 - Installations has been completed. GRN in progress. Payment anticipated by 30 Oct 2020.

	
	e-Health
	
	
	                        -
	              2,000
	

	
	DTH Prepaid
	
	
	                        -
	              2,000
	Installation has been completed. Payment by 30 Nov 2020.

	
	Internet radio adapter for DTH
	
	                    207
	                     (207)
	
	

	
	Network switches
	
	                1,990
	                  (1,990)
	
	

	
	Project write off- DTT Migration
	
	               (3,533)
	                   3,533
	
	

	
	Business case pending
	                3,666
	                     -
	                   3,666
	
	

	Technology Total	              50,000	                5,111	                 45,559
	           29,647


[image: ] 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Q2 Deferred Payment Schedule  
 
	
	
	Deferred payment schedule (R Million) 
	
	
	
	30-Sep 

	Customer 
	20-
Aug 
	20-
Sep 
	20-
Oct 
	20-
Nov 
	20-
Dec 
	21-
Jan 
	21-
Feb 
	21-Mar 
	Total 
	Payments Received 
	Balance 

	 SABC ** 
	36 
	36 
	36 
	36 
	36 
	36 
	       -   
	       -   
	215 
	           -   
	215 

	 E. TV  
	        -   
	3 
	3 
	3 
	3 
	3 
	3 
	       -   
	20 
	(3.0) 
	16 

	 Platco  
	        -   
	1 
	1 
	1 
	1 
	1 
	1 
	       -   
	8 
	(1.0) 
	6 

	 *Capricorn FM  
	        -   
	0.3 
	0.3 
	0.3 
	0.3 
	0.3 
	0.3 
	0.3 
	2 
	           -   
	2 

	 *Power FM  
	        -   
	0.3 
	0.3 
	0.3 
	0.3 
	0.3 
	0.3 
	0.3 
	2 
	           -   
	2 

	 Commec  
	        -   
	0.2 
	0.2 
	0.2 
	0.2 
	0.2 
	0.2 
	       -   
	1 
	(0.2) 
	1 

	 Ethniks  
	0.1 
	0.1 
	0.1 
	0.1 
	0.1 
	0.1 
	       -   
	       -   
	1 
	(0.1) 
	0.5 

	 Radio Hindvani  
	0.1 
	0.1 
	0.1 
	0.1 
	0.1 
	0.1 
	       -   
	       -   
	1 
	                   -   
	0.6 

	  
	36 
		41 	41 	41 	41 	41 
	5 
	1 
	249 
		(5) 	244 


 
Debt Restructured  
SENTECH offered covid-19 relief to 31 of the 32 customers that applied (excluding Community Broadcasters), some customers have honouring their debt payment plan. 
*  No payment received as at 30th September 2020. 
** Payment of R92m received on the 7th October 2020. 
 
· Cash and Cash equivalents increased by R207m from prior year mainly owing to normal business trade and grant funds received for the DTT project (R216m ,dual and D2D), and SABC debt part settled and other customer receipts.  
 
✓ Current Liabilities:  
 
· Accounts payables increased by (R61m) owing to: 
o 	invoices due for payment in 30 days’ time and  o 	vat payable on grants funds receipts. 
· Deferred Income – grant funds received for the DTT project. 
 
 
 
 
 
 
 
 
 
 
 
 
The following table illustrations reasons for the expenditure variances for the different cost groups: 
 
	YTD Expense Type 
	Reasons for Variance 

	Employee costs 
	Cost of sales were 1% (R2m) above budget (R211m actual vs. R209m budget) mainly due to employee leave costs increasing. 

	Depreciation 	and 
amortisation 
	Expenses were 11% (R16m) below budget (128m actual vs. R144m budget) owing to lower than budgeted capital expenditure therefore lower depreciation. 

	Lease expenses 
	Lease expenses were on budget. 
 

	Operating expenses 
	Operating expenses were 16% (R17m) below budget (R77m actual vs. R93m budget) owing to: 
· Other personnel i.r.o of less courses and training attendance courses, personnel functions, refreshments and transfer costs owing to the lockdown personnel not able to some training sites(R4m). 
· less transport travel foreign and local travel owing to lockdown(R5.5m). 
· Less financial write-off charged than budget i.r.o. bad debts provisions, assets retirements and inventory losses (R8m) 
· Marketing activities delayed from lockdown (seminars, exhibitions etc.(R7m). 
· Consulting and legal as there was less requirements in the period(R9m). 
· Other personnel costs i.r.o.  courses, personnel functions, refreshments and transfer costs (R3.5m). 
However, there were cost increases (R9.5m) owing to: 
· Contribution for R4m towards the Solidarity fund,
· Communication costs increased owing to a rise in 3G usage, and 
· Telephone calls owing to the people working from home (R5.5m). 
 

	Direct expenses 
	Direct expenses were 12% (R16m) below budget (R113m actual vs. R129m budget) owing to operating maintenance activities not in full scale owing to lockdown restrictions. 
 


 
 
 
 
 
 
 
 
 
Abbreviations 
 
 
	ASO 
	Analogue Switch-Off 

	BoFiNet 
	Botswana Fibre and Networks 

	DTH 
	Direct-to-Home 

	DTT 
	Digital Terrestrial Television 

	EBIT 
	Earnings Before Tax and Interest 

	ESD 
	Enterprise and Supplier Development 

	EXCO 
	Executive Committee 

	FM 
	Frequency Modulation 

	IoT 
	Internet of Things 

	KPI 
	Key Performance Indicator 

	MW 
	Medium Wave 

	NPAT 
	Net Profit After Tax 

	OTT 
	Over-the-top Services 

	SD 
	Skills Development 

	SED 
	Socio-Economic Development 

	SEED 
	Socio-Economic and Enterprise Development 

	SLA 
	Service Level Agreement 

	YTD 
	Year to Date 
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