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OFFICIAL SIGN-OFF 

It is hereby certified that this Corporate Plan: 

 was developed by the management of the South African Post Office (the SA Post Office) 

under the guidance of Mr Comfort Ngidi, representing the Accounting Authority; 

 takes into account all the relevant policies, legislation and other mandates for which the 

South African Post Office is responsible; 

 accurately reflects the outcome oriented goals and objectives which the South African Post 

Office will endeavour to achieve over a three year period. 

 

Approved by: 
Mr Comfort Ngidi 
Acting Chairperson of the SA Post 
Office Board Signature: _______________________ 
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THE PURPOSE OF THE CORPORATE PLAN 2016/17 – 2019/20 

This Corporate Plan (CP) is to outline SAPO’s strategic objectives and actions for 2018/19 

through to 2020/21. In line with the previous corporate plan, this document continues to 

emphasise Financial Sustainability as SAPO’s primary strategic goal. The strategic priorities 

for the following three years are: 

1. Operational effectiveness to 
drive Revenue Retention 

2. Cost Optimisation 

3. Growing and diversifying 
revenues 

4. Driving performance and 
consequence management 

5. Reorganising the Group 

Though not specifically noted as a strategic theme, Sound Corporate Governance & 

Compliance is inherent in all four themes. Related Performance indicators will also appear in 

SAPO’s Annual Performance Plan as well across all management performance scorecards. 

This plan is structured according to National Treasury’s Strategic Plans and Annual 

Performance Plans Framework. The appendices section provides further information  as 

provided for by the Framework. Along with this corporate plan, SAPO also submits a related 

annual performance plan that provides further detail about SAPO’s performance targets and 

measurements for the 2018/19 financial year. 

 

 

 

 

 

Notes 

This document contains forward-looking statements regarding the outlook and targets of the South African Post 

Office Group and its subsidiaries. 

These statements are based on the information available when this document was produced, or our expectations 

derived from projections or assumptions made at the time of producing this document. 

Please note that these forward-looking statements are subject to a broad range of risks and uncertainties, 

including changes in the economic conditions or business trends, and revisions to laws or regulations. As a result, 

the actual results may vary from such statements. Furthermore, if significant unforeseen external factors arise, 

the initiatives contemplated in this CP will be adjusted accordingly and all stakeholders will be timeously informed 

in this regard. 
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FOREWORD BY THE CHAIRPERSON 

The local trends impacting the postal industry replicate that of global postal administrations which 

dictate that the SA Post Office responds by adapting to the fast changing landscape.  

As part of the turnaround to move the organisation to a financially sound and sustainable entity, the SA 

Post Office will be implementing a new business model. This model is aligned to the vision and goals 

of government under the National Development Plan. The South African Government adopted the 

National Development Plan, which aims to eliminate poverty and reduce inequality, as the guiding 

roadmap for our country’s future development path. The new business model  is intended to reposition 

the SA Post Office to meet its customer demands in a rapidly changing and technologically driven 

market.  

In order to reposition SAPO, it is imperative to restructure the business into a part that focuses on 

delivering on the public service mandate and other parts that focus on pursuing commercial ventures, 

entering into partnerships and thus attracting investors. SAPO will partner with organisations that can 

complement it where it lacks capacity or capability. 

A major focus, whilst repositioning SAPO, will be improving the experience of customers across the 

different companies in the SAPO group.  A more responsive SAPO will enhance the customer 

experience and improve relationships with customers.  

The evolution of the SAPO culture to operate in a high performance environment has become a key 

ingredient for future success. A greater emphasis will be placed on change and performance 

management, culture, ethics, agility and development needs by management. Furthermore, we will 

continue with investment into our human capital through various internal and external training and 

development programmes aimed to improve the skill and competency levels of all employees and 

management.  

The National Integrated ICT Policy describes the SA Post Office and Postbank as critical components 

to the successful implementation of policy objectives. It further highlights the urgent need to for SAPO 

and Postbank to ramp up their digital capabilities as a means of stimulating the economy. SAPO’s 

extensive branch network and presence in underserviced communities can reduce the gap of those 

who are excluded from SA’s growing digital economy whilst increasing access to banking and financial 

services. 

The Postbank Corporatisation has progressed with the Postbank SOC Ltd now registered as a company 

and the appointment of the Postbank Board. The section 16 application to register a bank was submitted 

to the SARB. The National Treasury is in the process of tabling the critical legislative changes in the 

Banks Act to Cabinet, which will allow Postbank to register and trade as other banks. During the year 

(FY2018/19), SAPO will be submitting the section 43 application for the Bank Controlling Company to 

the SARB.  

The engagements with SASSA have been positive and culminated in the approval of a hybrid model 

for the payment of social grants. A contract between SAPO and SASSA has been signed and the 

integrated project teams are fully operational to deliver on the short timelines. 

One of the key government programmes is the analogue to digital broadcasting migration programme 

that aims to migrate television broadcasts from analogue to digital. The SA Post Office has been 

working with the Department of Communications and other stakeholders to ensure that set-top boxes 

are efficiently delivered to the nation. 

The funding requirement for the Post Office public service mandate has been recognised by 

government which is looking at the option of setting up a fund for universal services that will be 

contributed to by all role players in the postal sector.   
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During the 2017 Mid-Term Budget Policy Statement the Minister of Finance allocated funding of R3.7bn 

as a recapitalisation for SAPO. Although the amount was used to repay the term loans of R3.7bn, 

investment in systems and infrastructure as well as critical working capital remain fundamental to 

support the turnaround of the Post Office. The term loan repayment has definitely resulted in a stronger 

balance sheet for SAPO. 

With the government actively trying to stimulate small business, the SA Post Office will play its part in 

providing key communication services for small businesses and entrepreneurs. 

Compliance remains a key focus area and requires agility as well as the ability to adapt within the 

existing governance framework.  

The year ahead will be very challenging, especially with the Corporatisation of Postbank in full swing, 

the payment of social grants and the commences of the planned business restructuring. 

This Corporate Plan will guide us as we strive towards the realisation of our goal of creating a better life 

for all our people. We commit ourselves to working with all our stakeholders to ensure that we achieve 

the key objectives outlined in this plan.  

 

Mr Comfort Ngidi 
Acting Chairperson of the SA Post Office 
Board Signature: _______________________ 
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FOREWORD BY THE CEO 

SAPO, as it is currently structured, managed and funded, is not financially sustainable.  In order 

to properly address this, the fundamental mandate of SAPO needs to be defined, agreed and 

funded accordingly.  SAPO operates in an unprotected competitive environment, despite 

having to pay for and operate under license, SAPO’s various “reserved areas” (designed to 

compensate its other loss making public service obligations) are openly traded by private sector 

players.  Recourse to ICASA has proven to be  unsuccessful. 

It is absolutely necessary to manage and fund separately, the public service and the 

commercial mandates of the group. 

The Corporate Plan contemplates a fully funded public service programme, to be based on a 

scientific needs/cost analysis, independently verified by the Auditor General.  These functions 

must be separately accounted for and measured in terms of defined service levels and 

efficiencies, not profitability.  The impact of public service obligations is approximately R 800m 

per annum over the plan period, representing over 70% of the current losses. 

In his inaugural State of the Nation Address (SONA) speech, the President recognised the 

need to consider alternative and appropriate funding mechanisms and mixes for State Owned 

Entities (SOE), some of which, like SAPO, are structurally not financially sustainable.  The 

Corporate Plan (CP) contemplates the issue by SAPO, of two capital bonds: R 1bn secured by 

SAPO’s valuable property portfolio and R 1bn underwritten by a National Treasury (NT) 

guarantee.  The purpose of the underwritten SAPO bond (to replace the previously 

underwritten private sector banks) is that interest can be paid to SAPO investors, not Banks 

that are taking no risk.  In due course SAPO wishes to return to the capital markets as the 

independent issuer it once was. The term structure of the bonds (3-10 years) is also appropriate 

to the forward planning principles of SAPO. 

In the commercial operations of SAPO (including all mail, parcels, e-commerce and courier 

businesses) SAPO has regressed so far technologically, that it simply cannot offer a 

competitive service.  It is, quite frankly, surprising that revenue from existing services is not 

falling faster than 4% per annum, although the volume decrease is over 10% per annum.  

SAPO will need to invest, not only in technology, but in our basic customer interfaces, in order 

to compete with, say, PostNet (and others) on the frontline.  The CP suggests the possibility of 

partnerships or joint ventures with established players as an alternative to organic growth.  This 

may prove to be the most capital efficient path to follow. 

Postbank has always been central to the diversified revenue strategy of SAPO, with the 

expectation that it could contribute up to a third of total revenue once earnings from lending 

become a reality. In the past two years, little or no tangible progress has been made granting 

Postbank a fully-fledged banking license, let alone permission to extend credit (which is a pre-

requisite for the earnings it is anticipated will be required from banking within the SAPO group).  

The matters required to be resolved for the license remain with National Treasury and the 

South African Reserve Bank (SARB).  The strategy of expanding revenues to cover the 

otherwise un-affordable cost base will simply not work without Postbank.  Three licenses have 

been awarded in South Africa over the last year, it is nine months since Postbank submitted 

its Section 16 application, and yet the required legislative changes have not been made, the 

bank controlling company structure is at a stalemate and there is nothing to suggest that that 

will change.  It has to, in order for SAPO to succeed. 



 

9 | P a g e  
 

Government business, likewise, has always been a cornerstone of SAPO’s future turnaround 

strategy.  Initially it was anticipated that SAPO would get 30% of government business, but 

practically none of that has materialised, besides the fact that it makes sense for the fiscus to 

spend within organs of State rather than support an expensive private sector.  If SAPO does 

not initially get government business to help it fund its cost base and required investment in 

upgrades and growth, SAPO will continue to require direct government subsidies.   

SAPO is over staffed, not at least because of the use of labour brokers in the past which 

eventually introduced thousands of excess employees onto the permanent cost base of SAPO.  

The outcomes anticipated in the CP depend on the organisation achieving an optimal staffing 

cost structure. The implementation of any major restructuring of SAPO’s employee cost base 

will need to be properly managed, within the constructs of a SOE and will of course require 

political support to be achieved.  It is however essential that it be done, staff morale is already 

low, as is productivity.   

SAPO cannot expect to compete in the open market whilst being hamstrung by the PFMA.  

Whilst compliance to business principles is essential, the rules that apply to procurement, 

partnerships and funding, for instance, do impact the timelines for effective, competitive 

business decision making.   

Furthermore, enabling legislation for Postbank (and for the capital partnerships contemplated 

in the plan) will be essential for its successful implementation.   

Effective performance management that results in the elimination of underperforming 

executives and staff must implemented with immediate effect, our efficiencies and operational 

standards, although significantly improved, have to get even better.   

The cost solutions to SAPO are clear and simple: public service mandates must be funded by 

the state and staffing costs must be appropriate for the revenue levels, but the fact that we 

must grow revenue, is not up for debate.   

Investment will be required to make the SAPO core business offerings relevant and competitive 

and we’ll have to find partners (capital, knowledge and expertise) in areas beyond our core 

expertise. 

There are any number of case studies for the re-engineering of post-offices around the world.  

We simply have to cut, alter and paste these for local circumstances and the market. 

Unless these structural changes are undertaken at SAPO, it will continue to require funding 

from the fiscus, that is the truth of it.  On the other hand, if we do restructure in line with these 

initiatives, as more clearly set out in this CP, SAPO becomes an investible entity which can 

attract its own capital and deliver reasonable returns to government.  

 

Mr Mark Barnes  

Group Chief Executive Officer 
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THE MANDATE OF THE SOUTH AFRICAN POST OFFICE 

As a state-owned enterprise, the South African Post Office (SAPO) is the mandated service 

provider of the services outlined in the Postal Act 44 of 1958 and Postal Services Act 124 of 

1998. Along with these services, SAPO also offers courier and freight, financial services, 

electronic bill payments and a variety of government services such as pension social and grant 

payments, motor vehicle and television license renewals amongst others. 

 

 
Figure 1: Legal and Regulatory Framework 

 

 

SAPO is committed to government’s developmental state objectives and focus on improving 

the access to basic services in previously under-serviced communities. To this end, SAPO’s 

network, currently the largest point of presence nationally, connects government, businesses 

and citizens to each other anywhere in South Africa. 

As a member of the Universal Postal Union, SAPO offers international delivery services to 

various parts of the globe via its Expedited Mail Service (EMS). SAPO also actively engages 

with its international counterparts to improve our quality of service to our international 

customers. 

 

 

 



 

11 | P a g e  
 

STATEMENT OF PURPOSE 

Leveraging off its sizeable retail and distribution network, SAPO promotes economic growth 

through the provision of Financial, Postal, Logistics and Retail products and services that are 

competitively priced, nationally accessible and in compliance with regulated service 

commitments and standards. 

Vision 

 

 

Mission  

 

 

 

Values 

 

 

 

 

 

  

A leading provider of postal, logistics and financial services to the South African market   

We leverage our established infrastructure and link government, business and consumers with 
each other locally and abroad. 

 We have a passion for our customers and will meet their specific needs through excellent 
service. 

 We aim to contribute positively to our communities and environment. 

 We treat each other with respect, dignity, honesty and integrity. 

 We recognise and reward individual contributions. 

 We embrace diversity and transformation in the way we conduct business 

 We aim to foster financial inclusion 

 



 

12 | P a g e  
 

EXECUTIVE SUMMARY 

SAPO Background 

SAPO has over the past 12 years, not been profitable (if the subsidy is excluded from income), 

except for 2006, when SAPO made a profit of R 267m. Expenses outstripped revenues by on 

average R 230m1.  From 2001 till 2012 this gap was funded by the subsidy of around R 300m 

per annum from the Government. 

Figure 2: Revenue (excl.subsidy) vs Costs 

 

 

 

 

 

 

 

 

 

After the end of the subsidy in FY2012/13 and the carried over balance of the subsidy was 

utilised in FY2013/14, the loss level increased over the R 300m range and worsened to over      

R 800m after the 2014 strike.  The loss of the subsidy and the strike that reduced revenues by 

R 800m, resulted in the R 1bn loss that SAPO has been incurring since the strike.  Before the 

fall in revenue and the loss of the subsidy, SAPO had been able to cover the costs of the Public 

Service mandate.  However the loss of revenue after the strike and the loss of the subsidy, has 

exposed this large unfunded amount in SAPO’s cost base.  

After the end of the subsidy in FY2012/13 SAPO started showing losses and begun a process 

of austerity, which resulted in little to no investment in SAPO’s infrastructure, in particular the 

IT infrastructure, less than R 10m has been spent on the network since FY2012/13.  Thus the 

network became highly unstable.  SAPO also began being unable to pay service providers, 

which reduced its service reliability.  All of these factors placed it in a weakened position from 

recovering from the strike.   

Performance over the past 3 years 

After the 2014 strike, SAPO lost R 1bn of its revenue due to customers switching to other 

options.  It has proven to be very difficult to recover the lost customers.  The decline in revenue 

however has been reduced from the 14% experienced in FY2014/15 to 4% in the FY2017/18 

year. The strike also affected operations, however since FY2016/17 SAPO’s operations have 

begun to stabilise as shown in the improvement in the Delivery Standard for letters, from 

69.22%  FY2014/15 to 77.69% in FY2017/18. 

                                            
1 The average calculation excludes the years where loss figures were outliers, i.e. falling significantly below the 
average. 
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The labour environment has also stabilised with the re-establishment of the bargaining 

structures and the signature of new recognition agreements with labour. The 14% decline in 

revenue that was experienced in FY2014/15 has 

also been reversed to 4% decline in revenue over 

prior year for the FY2017/18 year.  Though the 

actual revenue is far below previously budgeted 

revenue.  SAPO has also reduced transport costs 

from R 726m in FY2014/15 to R 326m in 

FY2017/18.  Property Costs have been reduced by 

13%.  Travel costs have been reduced by 45% 

from FY2014/15 to FY2016/17.  Salary costs have 

remained persistently high despite efforts to 

reduce them.  

Outlook over the next 3 years 

Challenges going forward 

Despite the improvements in operations and cost management, SAPO is still faced with 

revenue and cost structure challenges, amongst others, which leave the company with a 

monthly liquidity problem.   The company is going into the next three years facing 6 key 

challenges; 

i) Lack of revenue growth and revenue retention 

ii) A high cost base 

iii) Lack of investment in infrastructure over the past 10 years 

iv) Short term liquidity and long term financial sustainability 

v) Driving Performance Management and more effective implementation of 

consequence management 

vi) An inappropriate group structure hampering SAPO from raising funding from 

alternative sources  

 

In order to address these challenges, the underfunded Public Service Mandate and SAPO’s 

history of underinvestment, the company will pursue a growth path premised on the reduction 

of operating costs, growth in government business, a funded Public Service Mandate, in terms 

of the expressed intention by Government to fund non-commercial, developmental activities 

undertaken by SOEs.  The growth path will also be based on participation by the private sector 

in SAPO’s commercial activities, in line with the Private Sector Participation Framework as 

developed by National Treasury.    

 

The chosen growth strategy will be based on SAPO driving retention of revenue, which will 

require that SAPO invest in fixing operations and drive a Back to Basics campaign focused on 

meeting the basic customer requirement of delivering reliably.  Fixing operations will require 

an investment of R 170m and result in securing the current year (2017/18) revenue of  

R 4,6bn, into the future.   

 2014/15 2017/18 Change 

Revenue R 5,9bn R 4,6bn 16% 

Delivery 
Standard 

69.22% %77.69  

Revenue 
Decline 

14% 4%  

Transport 
Costs 

R 726m R 326m 55% 

Property 
Costs 

R 648m R 561m 13% 
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Various revenue generating initiatives such as the Open SAPO initiative and introducing new 

products are expected to produce R 160m in revenues going into the future.   

 

Cost reduction initiatives are anticipated to be able to reduce the cost base by R 850m.  This 

cost reduction will require R 322m in funding, in particular for optimising staff related costs and 

other initiatives such as employee outsourcing programmes.   

 

Diversifying revenues by growing more government business is expected to produce over         

R 370m p.a.  The fixing of 

operations will address the 

concerns by customers 

around SAPO’s operational 

capacity, a concern that has 

also been raised by some 

government clients.       Raising 

capital through bond issues is 

expected to produce R 2bn in 

funding, to fund the 

investments required for 

revenue growth and to cover 

operating costs.   

 

 
*Revenue declines in 2020/21 due to the DTT project’s conclusion in 2019/20 and therefore no more revenue coming from 

that project. 

SAPO IMMEDIATE SHORT FUNDING REQUIREMENTS 

 

It is clear that SAPO, whilst solvent as a result of the equity injections from the fiscus, SAPO 

has a serious liquidity problem. SAPO liquidity position has not improved thus far resulting in 

suppliers’ liabilities remaining unsettled. An amount of R752 million is required to settle trade 

and non-trade liabilities as at 28 February 2018. 

SAPO will require the following funding to resolve the liquidity challenges: 

 Recapitalization funds of R800 million for the funding deficit projected at 31 March 2018 

and will be required in the first quarter of 2018/19, to meet the short term obligations, 

 R769 million subsidy to be allocated  in the 2018/2019 financial year for funding the 

public service mandate and 

SAPO Group financial summary - Growth scenario 

(R'000)
2017/18 FY 2018/19 FY 2019/20 FY 2020/21 FY

Revenue (current) 4 622 715 4 599 734 4 673 696 4 476 562

Expense 5 506 381 5 595 469 5 940 495 6 267 223

Profit / loss before interest expense (baseline) (883 666) (995 735) (1 266 799) (1 790 661)

Interest expense on loans 297 799 205 000 200 000 200 000

Profit / loss after interest expense (baseline) (1 181 465) (1 200 735) (1 466 799) (1 990 661)

Revenue growth initiatives 20 000 162 675 433 699 457 553

Expense for revenue growth initiatives -                   (59 950) (60 826) (64 171)

Staff optimisation costs -                   (312 500) -                   -           

Staff optimisation cost benefits -                   187 500 792 000 835 560

Government business -                   185 000 370 000 392 200

Net profit / (Loss) before taxation and before subsidy (1 161 465) (1 038 010) 68 075 (369 519)

Subsidy - public service mandate -                   769 000 815 140 864 048

Net profit / (Loss) before taxation and after subsidy (1 161 465) (269 010) 883 215 494 529

Focus Area Outcome Required 
Investment 

Revenue Retention R 4,6bn (current year 
revenue) 

R 170m (to fix 
operations) 

Expense Reduction R 850m p.a. reduction 
(permanent reduction) 

R 322m 

Revenue Growth 
Initiatives 

R 160m p.a. R 247m 

Revenue Growth –
Government Business 

R 612m Leverage growth 
investment 

Funding from Bonds R 2bn R 200m (bond 
interest costs) 
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 Approval and guarantees for the R2 billion loan to be acquired in the 2018/2019 

financials and R400 million is required to be ring fenced to settle the short-term loan 

which is repayable in December 2018. 

 

Outcome after 3 years 

 

After the 3 year period contemplated in this CP, given that SAPO is allowed to restructure its 

cost base, to raise capital in the financial markets or through partnerships, to invest in 

infrastructure, to secure ongoing government business and that the Public Service Mandate is 

funded, the CP anticipates that SAPO will make a R 883m profit in 2019/20.  If however SAPO 

is not enabled to restructure its cost base, raise alternative capital and does not secure ongoing 

government business, it will be reliant on funding from National Treasury, for funding of the 

Public Service mandate and funding for growth initiatives. 

 

PERFORMANCE REVIEW 2015 -2017 

2015 Performance Overview 

In 2015 SAPO embarked on implementing the Strategic Turn Around Plan (STP).  The STP 

had at its heart initiatives that were meant to drive SAPO’s return to profitability.  The initiatives 

consisted of cost cutting measures and revenue generating activities.  Of the 13 cost cutting 

measures, 10 have been successfully implemented over the past three years.  The balance 

could not be implemented owing to various reasons such as a change in focus, for example 

the decision not to sell 99 properties was taken for strategic reasons, which will benefit SAPO 

as it attempts to use its property base to raise capital.  The revenue generating initiatives were 

not successful at all and SAPO went into 2016 with a R 1bn loss. 

2016 Performance Overview 

In 2016, SAPO raised R 2,7b in bank loans.  Of the total funding, R 300m was used to settle 

historical labour commitments and R 900m was used to settle outstanding creditors,     R 150m 

was used for the voluntary separation scheme.  As a consequence SAPO only had R 900m 

and not R 1,35bn to cover operating losses.  The balance of the funding went towards funding 

operations.  The company only managed to recover just over 80% of its traditional mail 

revenue.  SAPO carries a social mandate of providing postal facilities, even in areas where it 

is not profitable to do so.  This imposes a cost R 800m per annum on the company.  Thus even 

though some revenue stability was attained, the cost of the Public Service mandate, added to 

the losses that SAPO made for the year of just over R 900m per annum.  

 

2017 Performance Overview and Current Challenges 

In 2017, SAPO faced several challenges key challenges, significantly:  

 Lack of revenue growth 

 A high cost base  

 A short term liquidity challenge 

 A long term financial sustainability challenge 

 Poor operational performance due to a lack of Tools of Trade 
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These are the key issues that SAPO will focus on addressing in the immediate short term and 

over the following three years. 

SAPO group revenues have essentially been flat, with a 4% annual decline over the past four 

years.  Expenses have also remained flat and the company has maintained an operating loss 

of R 1bn on average. This has resulted in the company facing an ongoing liquidity challenge. 

This document will outline initiatives that are aimed at reducing the liquidity gap over the 

medium to long term. 

 

MARKET OUTLOOK MTEF 2018-2020 

South African Landscape 

Since the global financial market crisis in 2009, the rate of economic growth in South Africa 

has averaged 1.6%2. The International Monetary Fund forecast for SA are as follows3: 

Table 1: SA Key Economic Indicators 

Indicator % 2016 2017 2018 2019 2020 2021 

GDP 0.3 0.8 1.6 2.2 2.2 2.2 

Inflation 6.3 6.2 5.5 5.5 5.5 5.5 

Unemployment 26.7 27.4 27.7 27.8 27.9 27.9 

Government Debt 50.47 52.35 53.98 54.47 54.53 54.28 

 

One of the key constraints facing the economy is unemployment which is currently at 25%, 

with youth unemployment at almost 50%. Skills shortages and overall weak business 

confidence constrain domestic growth.  These factors place further pressure on demand for 

SAPO’s services, as the fewer the number of people with jobs, the less demand there is for 

statements to be sent form businesses to consumers.  Approximately 40% of SAPO revenue 

depends on mailed statements.  The positive outlook for growth means that there will be greater 

                                            
2 Standpoint | 2017 | Stanlib 
3 https://knoema.com/egagikg/south-africa-gdp-growth-forecast-2015-2020-and-up-to-2060-data-and-charts 
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demand for parcel services as consumers will be purchasing more goods online in the high 

economic growth scenario. 

A key risk to South Africa’s ongoing fiscal stability is the increase in state debt cost.  This 

current state of government finances, including higher levels of debt and a weakening tax base, 

with an anticipated tax collection shortfall of R 50bn, reduces the ability of State Owned 

Enterprises to rely on the State to provide financial support to the SOEs, including SAPO.  

SAPO will therefore need to find other sources of funding as the State may not be able to inject 

as much capital into the business as it may require. 

 

Regulatory changes influencing SAPO’s strategic direction 

Though not enacted as yet, the National Policy Framework for ICT’s(2016), will form the basis 

for the amendment of Electronic Communications Act, no 36 of 2005 (“the EC Act” or “the 

ECA”). 

The National Integrated ICT Policy White Paper describes SAPO and Postbank as critical 

components to the successful implementation of policy objectives.  This creates opportunities 

for SAPO to move to a more central role in the digital economy. SAPO will look to fulfil this role 

with driving Digital Security (Trust Centre) based products and as well as other digital products. 

The policy further highlights that Postbank should improve financial access to those who are 

currently unbanked. 

Within this context, it is clear that SAPO is envisaged to have a more expanded mandate than 

the current simple movement of mail, i.e. to be a national entity that is a provider of digital 

services along with the postal services.  SAPO will be working with the Department of 

Telecommunications and Postal Services in the revision of SAPO’s enabling legislation to 

expand the scope of its offering. 

 

External Internal 

Mobile Digital Billing 

Digital Billing is still the biggest threat 

facing SAPO.  The adoption of digital 

billing is still being inhibited by high 

data prices.   

Ineffective operations  

Operations have not been fully  

functional and have not been meeting 

customer’s requirements 

Performance Management 
(Organisational Discipline) 

SAPO has a low culture of discipline  

Global Couriers Competition  

Competition from courier companies is 

still an ongoing threat. 

Outdated Operating Model  

The current operating model is 

outdated and imposes avoidable costs 

on the business 

Financial Sustainability and 
Appropriate Funding Model 
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STRATEGIC FOCUS AREAS: STRATEGIC THEMES 

Over the past three years, the labour environment and operations have been stabilised.   In 

order to address the challenges outlined above SAPO will focus on 5 Strategic Themes 

over the period 2018/19-2010/21: 

i) Operational effectiveness to restore customer confidence so as to retain revenue 

ii) Cost optimisation to bring costs in line with revenues 

iii) Growing and diversifying revenues.  

iv) Driving performance and consequence management 

v) Reorganising the group into a structure that can attract investment or subsidies 

Themes 1 to 3 deal with improving SAPO’s financially sustainability.  Theme 4 when 

successfully implemented will change the culture of SAPO and Theme 5 addresses 

SAPO’s long term funding and reduces SAPO’s reliance on funding from National 

Treasury, in particular for the commercially oriented part of the business. 

Underlying all of these strategic themes will be support from government both in terms of 

Government business and in terms of funding for the Public Service mandate carried by 

SAPO. 

SHORT TERM LIQUIDITY CHALLENGE AND SHORT TERM INITIATIVES 

Over and above addressing the long term challenges facing SAPO, the company has to 

address an immediate short term liquidity challenge.  The repayment of the R 3,7bn bank loans 

has improved the monthly liquidity position by reducing cash outflow by R 26m per month, 

however SAPO still runs at a monthly operating loss of R75 million, down from R 125m in 2015.  

SAPO has identified several initiatives to address the short term liquidity challenges as well as 

more long term initiatives to reduce its cost base and increase its revenue streams. 

Creditors balances as at 30 November 2017 amounted to R398 million. Adding 4 months of 

ongoing losses at an average of R100 million per month equated to a cash requirement until 

the end of the 2017/18 financial year of R800 million, on the assumption that seasonal post 

box rental collections would meet the budgetary target of R380 million. Collections to the end 

of January 2018 indicated that post box rentals would be around R100 million short of budget, 

thereby increasing the liquidity requirement to 2017/18 financial year end to R900 million. 

The 6 month long negotiations with the lenders to obtain additional 12 month loan funding of 

R400 million, backed by the unutilised guarantees from government of R470 million, resulted 

in a boost to SAPO’s liquidity on 22 December 2017.  

This left an unfunded liquidity gap of R500 million to 2017/18 financial year end, required to 

settle creditors liabilities and maintain these within the 30 day payment terms required by 

government. 

SAPO settled urgent and critical creditors balances, set aside the interest costs for the first 3 

month period of the loan, reinstated the address rollout fund, utilised some of the loan funding 

to meet the salaries shortfall as a result of prior creditors payments in December out of self-

generated funds to keep operations going.  
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Until the repayment of the R3.7 billion loan facility, funded by way of an equity injection into 

SAPO, the Group was losing on average R100 million per month. The reduction in interest 

charges has reduced this interest burden to approximately R4 million from R31 million per 

month. 

February and March 2018 therefore were expected to reflect losses of R73 million per month, 

all else being equal. 

Creditor balances of R398 million at 30 November 2017 were reduced by almost R200 million 

by the payments reflected above. Continuing monthly losses have resulted in total creditors 

balances now reaching R274 million, with R183 million overdue. [Note that this does not include 

balances owing to suppliers where invoices have not been provided to finance for capturing. 

Theoretically, the creditors balance should be back to around R400 million given the 2 months 

of losses not funded from the loan]. 

The beginning of the new financial year will introduce further liquidity pressures on SAPO, with 

annual license fee and support payments required to be made in early April. These total 

approximately R300 million p.a. IT and Finance have been negotiating with IT vendors to 

change from large upfront billing to monthly or quarterly charges, to enable smoother cash flow 

management. This will reduce the annual payment to a quarterly requirement of R75 million, 

which is more manageable.  

 

STRATEGIC THEME 1: REVENUE RETENTION THROUGH OPERATIONAL 

EFFECTIVENESS 

Theme 1 Description 

SAPO has to retain its current revenue level in order to have a stable base from which it can 

drive growth.  To do this, SAPO will focus on addressing the challenges experienced in 

operations. 

Performance Analysis 

Challenges in operations resulted in a R 140m revenue decline from the prior year.  SAPO had 

anticipated that it would grow FY2016/17 revenues by R 1,4bn, from R 3,6bn, with the R 3,6bn 

being set as a base target. Only R 188m of the planned growth was realised.    This decline 

was the result of challenges experienced in Mail operations with the availability of vehicles for 

delivery, the lack of scanning equipment to allow parcels to be tracked and challenges with 

delivery schedules.  The operational challenges not only resulted in the reduction in base 

revenue, but also contributed to customers being unwilling to buy more products from SAPO.  

In the Retail business, there were delays with the notification of customers regarding their 

parcels arriving at the branches.  This resulted in R20m of revenue not being realised, due to 

uncollected parcels in branches.  This is being corrected through customers being notified of 

their parcels via SMS. 

Theme 1 Initiative 1: Operational Capacity Rebuild Action Plan 

Some of the operational challenges will be resolved more readily than others, the clearing of 

parcels in branches can be done in the very short term, but the others will be resolved over the 
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medium term.  The plan is that the key challenges will be resolved by the end of the 3rd quarter 

of FY2018/19.   

Table 2: Revenue Retention through Operational Capacity Rebuild Action Plan 

Challenges Action Required 
Investment 

Clearing of parcels in branches Notify customers by SMS to 
collect parcels 

None 

Call Centre upgrade finalisation Upgrade in progress R 500k 

Training of staff to scan parcels Staff training programme None 

Lack of vehicles Transfer of vehicles  R 1,6m 

Lack of tracking system and vehicle 
tracking system 

Purchase of software R 8,8m 

Insufficient parcel scanners  Purchase and configuration of 
additional scanners 

R 22m 

Roll-out of scanners 

Lack of IT integration capability (no 
API) 

Development of API  R 12m 

Faulty branch Point of Sale 
equipment 

Point of Sale replacement 
(procurement to rollout 
completion) 

R 93m 

EBDN instability* Migration to SAP upgrade R 25m 

Lack of digital products Partnership with digital platform 
providers 

R 6m 

Lack of end-to-end process 
automation 

Development of end-to-end 
process automation solutions 

Case by case 
development 

Non-compliance to procedures Implementation of SOP audits to 
enforce compliance 

None 

Poor customer service at branches Customer service training of 
branch staff and management  

None 

Lack of Key Account Management 
(KAM) skills 

KAM training R 2m 

Required Investment R 170.9m 

Existing Revenue Retained R 3,7bn 
*The EBDN system is used by customers to lodge their mail.  The system processes revenues of over R 2bn per annum. 

 

Funding of the Operational Capacity Rebuild Initiative 

The replacement of scanners will be funded through the UPU fund for quality of service 

improvement.  The funding of other corrective actions will be opened up via a tender process, 

to companies that have expressed interest in providing the IT solutions on the basis of an 

Infrastructure As a Service.  SAPO will then convert the required capital investment into 

operational expenditure. With these problems being resolved, SAPO will retain the revenue 

from existing customers and can hope to recover some of the business that has been lost, due 

to service failures. 

As an outcome of the revenue retention initiatives, for FY2018/19 SAPO is expecting to 

maintain the revenue achieved in FY2017/18 of R 3,7bn from mail, retail, digital and parcels. 

Theme 1 Initiative 2: Sales Organisational Structure - Cross-Functional Customer Solutions Team 

A cross-functional customer solutions team has been initiated, consisting of staff from 

Commercial, Operations and IT.  The team’s focus will be the development of new products 

and solutions but also the resolution of existing customer problems, where these problems cut 

across functions in the business.  The team will develop an inter-departmental SLA that will 

manage the collaboration between departments in the delivery of services to customers. 
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Theme 1 Initiative 3: Review of revenue-share models  

Over and above resolving operational challenges that have resulted in revenue loss, there are 

currently revenue share agreements with several companies, where SAPO earns 30% of the 

revenue generated.  These contracts will be reviewed with the aim of improving SAPO’s share 

of the revenues generated in terms of the service.  The specific contracts to be reviewed 

generate R 36m per annum.  SAPO will review these to move towards a 50/50 revenue share, 

which should produce R 16m per annum additional revenue for SAPO.   

 

STRATEGIC THEME 2: COST OPTIMISATION 

Theme 2 Problem Statement 

SAPO’s expenses are and historically have been higher than revenues, which creates an 

ongoing liquidity challenge that threatens SAPO’s long term sustainability. 

SAPO Expense Categories 

Staff is the biggest cost item on SAPO’s income statement.  

 

Expense Area FY17/18 

Forecast to Year 

End 
Staff  R 3 518m 

Properties R    560m 
Transport R    297m 
IT Costs R    276m 
Interest R    454m 
Other costs R    621m 
Post retirement medical (net) R      78m 
Total costs R 5 804m 

 

Expense Area 1: Human Resources  

The key challenge faced by SAPO with regards to staff is low productivity is due to the following factors: 

1. The rate of falling mail volumes against a higher staff retention rate. 

2. Non-compliance with operating standards, increasing operational inefficiency and 
ineffectiveness of staff. 

3. Lack of tools of the trade that increases manual operations   

4. Insufficient performance and consequence management  

 

 

 

 

 

 

 

 

 

 



 

22 | P a g e  
 

Theme 2- HR Initiatives: Phased Changes to HR cost base 

A phased approach will be adopted to address the challenge of low productivity due to high staff numbers.  

 

The risks to the HR initiatives are i) the retraining of staff while meeting business urgent 

requirements ii) trade union’s buy-in to redeployment process iii) securing trade union buy-in 

to reduction of people costs initiatives i.e. new shift systems, short time etc. iv) legislative 

timelines regarding consultation. 

The success of phases 1 to 3 will determine the extent of a Human Resources reorganization 

process. This process is based on the assumption that current revenue trends would not 

improve substantially and that intervention is required. Phase 4 is anticipated to take 8 months 

to complete. The recommended option will result in an annual labour cost saving of   R 757m 

by FY2021 whilst the staff cost optimisation is estimated to require R 322m. The full cost saving 

will start to come through in 2019/2020. 

Theme 2- HR Initiative:  Training Centre 

SAPO will re-establish a training academy in Silverton, with regional satellite facilities.  In the 

short term (3 months) the Academy will focus on service training for branch tellers and branch 

management as well as customer service training. The Academy will also offer training to 

operators on the continent.  The establishment cost is approximately R 5,4m and the short term 

running cost will be minimal as SAPO already has training staff and accredited training 

programs.  

Table 3: Human Resources Cost Optimisation and Training Centre Timelines 

Item Reduction 
Annual 
Saving 

Required 
Investment 

Implementation 
Timeline 

Labour cost       

Overtime  80% R22m  - 2 months 

Extended hours 32,5 hrs pm R57m  - 2 months 

Other outsourcing   R8m - 14 months 

Owner Driver scheme 10% R10m  - 14 months 

Postal Assistants 10% R11m  - 14 months 

Human Resources 
Reorganisation - 

 R 757m R 322m 
8 months 

Training Centre - -    R 5,4m 3 months 

Total   R 865m R 327,4m  

 

Phase 1 (Short Term)

•Reduction of labor 
related costs such as 
overtime and extended 
hours. 

•Savings of R 80m per 
annum. 

Phase 2 –SASSA 
contribution

•Serving SASSA 
beneficiaries will 
require the 
redeployment of staff 
from other business 
areas to retail. 

•SASSA revenue will 
contribute towards 
addressing the staff 
salary costs

Phase 3 – Outsourcing 
of non-core activities

•Business reorganization 
of non-core business 
support services

•Initiatives include 
owner driver schemes, 
travel, certain aspects 
of the support 
functions 

•R 29m per annum 
saving. 

Phase 4 – Human 
resource cost 
optimization 

•Reduction in human 
resources cost costs to 
achieve a cost to 
income ratio of 40:60 

•Redeployment of 
employees from areas 
of excess resources to 
where there are  staff 
shortages. 

•Cost saving of R 757m 
per annum. 
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Expense Area 2: Property  

Property is the second largest cost driver for SAPO.  To help drive down costs the properties division will 

undertake the following initiatives.   

 

Expense Area 3: Transport  

The intention of the Logistics strategy is to create a Unified Logistics Platform. The final output 

will be cost optimization and revenue growth.   

Theme 2- Transport Initiatives 

 

 

 

 

PUBLIC SERVICE MANDATE 

From its corporatisation in 1991 SAPO received a subsidy for the fulfilment of the Public 

Service Mandate imposed on it by the Postal Services Act, which was suspended from 1999 

to 2001.  From 2002, SAPO received just over R 300m per annum in subsidy. The subsidy was 

used to expand branches into areas where commercial postal operations were not viable. By 

the end of 2016, this amounted to over 600 branches that are not commercially viable, but 

none-the-less have been funded by SAPO. 

SAPO now incurs an annual cost of around R 700m in fulfilment of the Public Service Mandate.  

SAPO now does not receive a subsidy for incurring this cost, which is purely a public service 

and is not a commercially sustainable undertaking.  The lack of subsidy is contributing to the 

ongoing financial challenges facing SAPO.   

Energy and Water management initiatives. 

•The installation of smart meters will result in a potential 
savings of R 6m per annum at a cost of R4m by partnering 
with smart metering providers. 

•The timeline for this initiative will be 12 months. 

Branch Franchising Model

•Retail Cost Reduction Initiative

•To innovate the branch channel and reduce the costs of 
operating the branch network.  

•Initially 200 branches will be converted to franchises over 
a three-year period. 

• The branch franchise model will be assessed in the 
second year to ascertain whether more branches should 
be converted to franchises.

Transport Consolidation

•Currently vehicles are managed poorly 
due to decentralized management by 
delivery, retail, properties and transport 
which result in inefficienties of transport 
running cost. 

•Consolidation of vehicles presents an 
opportunity to manage all vehicles from a 
centralised point and will result in cost 
optimization. 

Owner Consortium (Owner Drivers):

•Develop social consortium platform to 
optimise transport cost and staff cost. 

•Staff would be offered incentives  enable 
them to set up business to buy trucks, 
bakkies and motor cycles to service SAPO 
transport requirements. 

•The scheme promote sustainable living 
after leaving SAPO employment.

• Transport cost would also be reduced as 
running cost would be absorbed by the 
consortium. 

Industry Collaboration

•This model will entail looking at existing 
players in the market and identify excess 
capacity in industry (luxury buses and 
Gautrain) and procure the excess capacity 
to reduce operating cost. 

•The models around collaborations will be 
investigated in the first half of 2018/19 
for implementation in late 2018/19 into 
2019/20. 
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Arguments against funding the Public Service Mandate obligations are now being made along 

the lines of SAPO having made expensive decisions in the past, like deciding to build branches 

rather than utilise other types of points of presence. However, subsidy funding provided in the 

past had to be expended on capital expenditure initiatives – there was never scope for these 

funds to be applied to operational expenditure.  

Going forward, SAPO will look to reduce the costs of the Public Service Mandate, where 

appropriate, by replacing some branches and free street deliveries with postboxes. The 

postboxes will be need to be funded therefore the replacement programme will be phased in 

beyond the period of this CP.  The high level business case for this replacement programme 

shows that to provide postboxes for all households will be over R 2bn, however given that this 

asset has a 25 year life, together with the comparable cost of using postmen over the same 

period, makes the replacement programme a viable initiative in the long term. 

In order to secure funding for the Public Service Mandate, SAPO will make the required 

submissions into the process led by National Treasury, that aims to fund aspects of SOCs that 

deliver on the State’s Developmental Mandate.  It is anticipated that through this process, the 

necessary funding for the Public Service Mandate delivered by SAPO will be secured. 

 

 

STRATEGIC THEME 3: REVENUE GROWTH AND DIVERSIFICATION 

Theme 3 Description   

Medium to Long Term Revenue Outlook 

SAPO will look to grow its revenue in the medium to long term through sales of existing 

products to new customers and selling new digital products to existing and new customers.  

Sales to government will play a critical role to SAPO’s forward plan and will be discussed later. 

Theme 3 Initiative: Revenue Growth and Diversification Initiatives 

The bulk of growth in revenue over the following three years is expected to come from new 

revenue sources and not up-selling existing customers.  For growth in revenues, less reliance 

will be placed on tenders, as these have tended to have very long lead times before translating 

into cash. Reliance on tenders for revenue growth has contributed to the liquidity challenge 

facing SAPO.  In the case of government revenue opportunities, emphasis will be placed on 

using the Inter-Governmental Framework, to speed up the procurement process when 

Government buys from SAPO. 

 

Table 4: Existing Revenue Growth Opportunities 

Product Target Revenue 
Required Enablers 

Required 
Investment 

Year 1 Year 2 Year 3 

Courier - R 100m R 100m  Resolve Vehicles capacity 

 Resolve SAA non-delivery 

 Build Courier Last Mile 
Delivery for Online Retailers 

 Develop “crowd sourcing” 
Delivery Model 

R 45m 

Hybrid Mail R 72m R 72m R 72m  Colour Printers R 30m 
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 Develop Rebate Model 
 

Agencies R 25m R 25m R 25m 
 
Real Time Integration (Case 
by Case) 

Investment 
will vary on 
case by case 

Agencies (Bulk 
MVL) 

R 26m R 29m R 39m 

 Integration into SAPO 
systems 

 Staff Training 

 Marketing Support 

 IT Network  

 Change in Legislation 
(Increase number of 
terminals allowed at 
branches) 

 
MVL 
terminals are 
provided by 
the Transport 
departments 

 

Money Transfer 
(e-Wallet) 

R 16m R 20m R 28m 
 E-Wallet 

 IFS 

R 13.8m 

Payouts R 100m R 100m R 100m 

 Integration 

 Network Stability 

 Pinpads 

 POS Integration 

 CIT Vehicles 

 Training of Operational 
Staff and IT Recruitment 

R 127M 
 

Electronic Bill 
Presentation and 
Payment (EBPP) 

R 40m R 40m R 40m 
             
Electronic Bill Payment   
Platform 

R 30m 

SMS/MMS 
(Electronic 
Statements) 

 

R 4m R 9m R 12m 

    
 
 
 
     Integration 

 
 

         

 
R 6m 

Online Payment 
Service 

R 3m R 10m R 15m 

Digital 
Certificates & 
Trust Centre 
Solutions 
(Authentication 
Certificate 
Electronic 
Registered Post) 
Secure Documents) 

R26m R 56m  R 56m 

 
 
 

Trust Centre Solutions Software 
R 9m 

Total Potential 
Revenue Growth 

R 312m R 461m R 487m 
 

R 260.8m 

 

For more details on the SAPO e-Wallet product please see Annexure C. 

Over and above these initiatives with large corporate customers and government, SAPO will 

provide other services such as e-commerce and financial services, to diversify its revenues 

from traditional mail.   

Courier 

The courier business will underpin the revenue growth and diversification theme.  Courier will 

form an essential part of the services to be provided to government as well as forming a part 

of the e-commerce service offering. The areas wherein courier will be offered will be outlined 

in the specific sections dealing with government business as well as e-commerce. 

Theme 3 Initiatives: Property Revenue Opportunities 

Additional revenue will be generated from SAPO’s property portfolio, which will improve 

SAPO’s liquidity in the medium term.  The following initiatives will be undertaken in the property 

business: 
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SAPO will also undertake initiatives that will fundamentally change its business model by 

changing the services that SAPO provides and who it provides them to.  The business model 

changing initiatives will form part of the ‘Open SAPO’ initiatives.  The Open SAPO initiative will 

convert SAPO into an infrastructure service platform that various companies can use to provide 

their services through.  

 

Theme 3 Initiatives: ‘Open SAPO’ Initiative 

 

Frameworks will be drawn up for all of the initiatives under the ‘Open SAPO’ campaign. The 

frameworks will outline who can be serviced under these initiatives to ensure that SAPO does 

not cannibalise its own business, but also to ensure that SAPO complies with the relevant 

legislation, such as competition legislation. National Treasury permission will be sought where 

relevant in terms of the Frameworks for Open SAPO initiatives, this will be to ensure that the 

roll-out of the initiative should not be delayed by non-compliance to Treasury guidelines.  

Contracts for the services will also need to be developed, along with the integration of SAPO 

systems with the companies utilising the Open SAPO infrastructure.  The Frameworks and 

contracts for the Open SAPO initiative will be developed through Q1 to Q3 of 2018/19 and pre-

Mast Rental on High Rise properties 

•A high level analysis of SAPO 
properties shows that 50 mast towers 
could be built on SAPO land over the 
next 24 to 36 months depending on 
site permit approvals. On the 
assumption that all towers will have 
co-location for cell operators SAPO’s 
anticipated revenue stream would 
amount to R 4m per annum.

Review of Rentable Space in properties

•SAPO has 61 buildings that have 
vacant space of 21 700m², which can 
be let.  The properties are located in 
various areas throughout the country 
and will attract different rates of 
rental, however on average these 
properties have the potential to 
generate R 18m per annum.  There 
will be a requirement for a R 26m 
investment to make the properties 
lettable.  Please see Annexure C for 
the schedule of lettable properties.  
SAPO is engaging the Department of 
Public Works to enable SAPO to rent 
property to the Government, through 
the Department of Public Works. With 
leases being signed in Q3/Q4 of 
2018/19 and into 2019/2020

Property Co – Development

•SAPO has been approached to co-
develop two properties that it owns in 
Margate and Braamfontein.  The 
developments have the potential to 
earn R 12m per annum for SAPO.  
SAPO will not be required to make any 
investment into the projects, the 
company’s contribution will be land 
on which the developments will be 
done. The development process is 
expected to be completed within 24 
months

Rental of space in branches to retailers 
(Open Branches)

•Space at retail branches could be made 
available for renting out to retailers of 
complementary products. The space at 
the front of the branch can be rented out 
at commercial property rates (Store-in-
Store concept) at a rate R250/m2 and the 
space in the back-office, could be used as 
mini-warehouses, rented out at increased 
industrial property rates. SAPO has 283 
branches that have between 100m2 and 
500m2 of front office space. 100 branches 
rented out initially, would generate 
approximately R4m annually in rentals, 
excluding services. SAPO also has over 
700 branches with back office space in 
excess of 100m2. With 200 of branches' 
back office space let out as mini 
warehousing space, at a rate of                   
R 100/m2, the rental of back-office space 
can generate R 2m per annum. The Open 
Branches rental initiative would generate 
approximately R 6m per annum.

Open counters in branches to couriers to 
deliver from SAPO branches (Open 

Counters)

•The courier market spends approximately 
R 9,2bn per annum on operating costs 
based on 2014 estimates.  Of this, 3% (R 
414m) is spent on delivery to counters, 
which are a new product offering by 
couriers in the market. The Open Counter
offering, would be targeting this market.  
With a 10% market take up of the Open 
Counter concept, there would be an 
addressable market of R 41m per annum 
that SAPO anticipates to attract. 

Open ports of entry to Courier Companies 
(Open Ports). (Including bonded 

warehousing services) 

•The freight clearing market through 
Durban and Cape Town ports alone is 
worth in excess of R 1bn.  SAPO would 
enter this market at low end in terms of 
pricing in order to win market share and 
estimates being able to attract about 5% 
of the market on a price proposition.  At 
this rate from these two major ports of 
entry, conservatively, SAPO will be able to 
earn R 50m in revenues in the long term. 
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commercial launches and systems integration of the services being undertaken in Q4.  Full 

commercial launch of the services is expected to take place in 2019/20. 

REVENUE DIVERSIFICATION : GOVERNMENT BUSINESS 

SAPO will work to obtain commitment to provide more services to Government for distributing 

non-cash products and services such as ID books, uniforms, text books, chronic medicines, 

MVL etc.  SAPO already distributes chronic medication and textbooks and can use its 

experience as a basis for gaining more business form Government.  SAPO will also work to 

obtain commitments from Government to do Government related cash distributions, other than 

SASSA. SAPO currently distributes pension pay-outs in the Eastern Cape and EPWP 

payments.  The company is targeting to win the business of providing cash disbursement 

services for the Road Accident Fund (RAF) and Land Claims Department.   

Government business remains the one area where SAPO would have a stronger case than the 

private sector for providing services to the Government.  Given that SAPO can provide the 

service on a cost comparable basis to the private sector, a decision from Government to make 

SAPO the preferred service provider will greatly boost SAPO’s long term sustainability.  There 

is enough business from Government to enable SAPO to become self-sufficient while 

simultaneously keeping State funds spent on postal and related services within the fiscus.  

Government using SAPO as a service provider is also a more attractive option for reducing the 

subsidy needed by SAPO to cover the costs of fulfilling its Public Service Mandate. 

 

Opportunities  Services Required 

Investment/State 

of Readiness  

Potential 

Revenue 

Guardian Fund, Maintenance, 

Deferred Payment, 

Travel & Accommodation and 

Electronic lodgement in Courts, 

Courier and E-filling. 

Banking 

Third Party 

Payments and 

collections 

Travel service 

- Banking 

Licences 

- I.T. Infrustucture 

upgrade 

 

R60 m 

Courier business Opportunity. 

Freight business opportunity. 

Distribution of uniforms. 

E-Commerce business 

opportunity e.g. SMS, MMS, 

email & Security 

Franking, EMS 

 

- Courier 

- Freight  

(Delivery of School 

Books) 

- Messenger 

 

- PX Containers 

- Full Fleet 

compliment of 

Courier vehicles 

- Track n Trace 

system 

- POD 

- Warehousing 

R399m 

 

Courier Opportunity including 

international mailing 

International 

Courier 

Service Offering R10m 

Banking Services  Payment of EPWP  

 

Systems currently 

paying EPWP  

R150m 

Total Potential Revenue R 619m 
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REVENUE DIVERSIFICATION: POSTBANK  

In the SAPO Group of companies, the company tasked with driving financial inclusion is 

Postbank.  Postbank will operate and compete on a commercial mandate in the financial 

services sector in the economy.  

Postbank anticipates steady revenue growth over the planning period, with interest income 

increasing by 4% given the expected low interest rate environment anticipated over the 

planning period.  

 

R ‘m 2018/19 2019/20 2020/21 

Postbank Non-Interest Income  R 224 R 258 R 274 

Interest Income R 598 R 610 R 622 

 

POSTBANK POSITIONING 

 

In line with its license application, Postbank will be working on re-aligning its customer value 

proposition and internal systems to support a revised value proposition.  Postbank’s systems 

and processes are focused around the customer and delivering a more competitive value 

proposition to customers in the mass segment of the market than what is currently available in 

the market.   

 

Figure 3: Postbank Product and Value Proposition High Level Roadmap 

 

Postbank will be launching a wide range of new product offerings that will give the customers 

in the low income mass market access to more convenient and accessible banking. 

Lower cost loans to unbanked individuals and SMEs will be another area that Postbank will 

look to pursue, including supporting economic development of small businesses tapping into 

SAPO’s e-commerce platforms. SAPO would also posit that Postbank’s mandate should be 

expanded to include being the national transactional bank for government, in addition to its 

financial inclusion mandate that will address bridging the unsecured lending gap.   
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Postbank is currently over-capitalised, with limited abilities to provide lending products and 

services with its current infrastructure and capabilities. Building credit systems, processes and 

capacity takes time and money. Therefore the acquisition of a small bank and/or micro-lender 

is the planned course of action to ensure speed to market. Alternatively, a pure consolidation 

of one or more tier 2 banks will be considered, subject to the required approvals and in 

compliance with the PFMA and other relevant legislation.  

Key factors driving this include on rapid acquisition of: 

 Experienced banking management team 

 Scalable core banking systems (with increased functionality) 

 Credit and risk systems and experience 

At a fair acquisition price, such an acquisition will be an investment, not an expense.  SAPO 

will therefore assess whether there are any banks in the market that can be acquired at a fair 

price. 

REVENUE DIVERSIFICATION: E-COMMERCE OPERATIONS  

The focus of the E-commerce operations in the SAPO Group is to provide a commercially 

competitive service, outside of the regulated environment, in collaboration with appropriate 

technical or capital partners. 

The E-commerce business is expected to show steady growth over the planning period.  Table 

6 shows the anticipated revenues (excluding online retailers) 

Table 5: E-Commerce Revenue Projections 

R ‘m 2018/19 2019/20 2020/21 

E-Commerce  R 56m R 265m R 317m 

 

SAPO is uniquely positioned through its extensive infrastructure to fill a space in the e-

commerce logistics marketplace that is currently unoccupied.  SAPO will initially target online 

retailers and SMEs as primary customers with a logistics and warehousing solution and an 

online portal for SMEs, which will open up the export market potential for the SMEs.  

 

Required Investment  

SAPO will utilise the investment in warehouse management and fleet management technology 

made for online retailers.  There will also be a need to invest in sorting small parcel machines 

for Johannesburg, Tshwane, Durban, Cape Town and George for the Eastern Cape region 

from the second year of operation.  In the medium term, SAPO will need to invest approximately 

R 150 million in 5 sorting machines for sorting SME parcels.  If the machines acquired for 

George, Cape Town and Durban are smaller, the required investment will also be reduced.  

Using SAP to provide the Online Mall the cost of establishing the Mall would be R 30 million 

capex with R 6 million per annum for operations. In order to reduce this cost, SAPO is 

collaborating with the Department for Telecommunications and Postal Services on jointly 

building the Online Mall.   SAPO is also participating in the UPU initiative to establish e-

commerce hubs on the African continent, with SAPO being the target hub for the Southern part 

of the Continent.  
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Total E-Commerce Offering 

SAPO will partner with organisations that can complement it where it lacks capacity or 

capability.  SAPO will also look to attract capital partners to fund capital investment for the e-

commerce venture. 

The e-commerce market is forecast to grow at 20% over the next 5 years, this will translate 

into an annual growth in market value of R 7,4bn per annum, given the market is currently 

estimated at R 37bn4.  All the market segments have been forecast by SAPO, to grow at the 

same rate, since SAPO will only be seeking to capture 8%-10% of the market for logistics and 

warehousing of e-commerce goods, a market that will grow along with e-commerce market.   

 

Sources of Funding for Revenue Generating Initiatives 

Scanners in 700 branches to be financed from the UPU Quality of Service fund, which can 

provide up to R22m.  The balance of the branches will be upgrade as part of an upgrade project 

that is already funded and underway.  The   R 27,8m required for the SAPO ewallet, vehicle 

tracking systems and for route planning and route management software can be sourced 

through vendor and capacitating financing.  SAPO will therefore look to issue a tender to attract 

potential suitable funders of these initiatives.  Potential technical and capital partners will be 

invited to assist in funding the e-commerce initiative in the Group’s e-commerce company. 

 

STRATEGIC THEME 4 PERFORMANCE AND CONSEQUENCE 

MANAGEMENT CULTURE 

 

Theme 4 Description  

The historically poor culture of performance management in SAPO has created an environment 

that has been slow to respond to the pressure for change and improvement that has is required. 

 

Theme 4 Initiatives  

This will be addressed by enhancing the work that has been done to date to put in place 

performance management systems.  Performance contracts have been rolled out up to senior 

management level.  The next step that will be driven is the monitoring of performance and 

ensuring that employees who do not perform receive necessary support to develop and should 

this fail to improve performance, then ensuring that due process is followed and SAPO parts 

with the employee.  The performance management system has been rolled out over the past 

2 years.  Over the next three years, the roll-out will be done for all the relevant staff and non 

performing staff will exit the organisation through a managed and legally compliant process.  

Line managers at every level of the organisation will be held responsible for managing 

performance. 

 

                                            
4 Who Owns Whom Courier Activities Report 2017, Siccode 75120. 
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STRATEGIC THEME 5: RESTRUCTURING OF SAPO 

Theme 5 Description: In order to reposition SAPO, it is imperative to refocus the company into a 

part that is focused on delivering on the public service mandate and another part that is focused 

on pursuing commercial ventures, entering into partnership and attracting investors.   For 

example attracting investors in e-commerce, will be easier if the e-commerce operations are 

housed in a stand-alone company.  If SAPO is to ensure that the Public Service Mandate, 

which is intended to address a public service mandate, is properly ring-fenced and services 

operations related to the public service mandate, it will be more effective if these operations 

are in a standalone company focused on managing the SAPO infrastructure focused on the 

regulated business.   

Theme 5 Initiative: Restructuring of SAPO  

Thus SAPO will refocus its structure into these two main areas, i.e. the regulated, public 

mandate delivery arm and commercial activities, which will be undertaken through separate 

companies from the public service mandate part of the business.  The companies will all be 

part of the SAPO group along with the public mandate servicing part of the Group. 

 

   

 

The proposed structure will make it possible, for example, to attract technical and capital 

partners into the e-commerce business, the bank and other subsidiaries.  It prevents 

operational activities in unrelated business from contaminating each other, commercial 

activities are separated from activities related to servicing the Public Service mandate.  It also 

enables the Government to see a clear line of accountability between Public Service Mandate 

funded operations, and operations that are funded on a commercial basis and are expected to 

yield a commercial return.  The implementation of the proposed structure will be subject to the 

Ministerial and Cabinet approvals, where required.  It will be undertaken in terms of the 

Framework for Private Sector Participation.  

In the proposed structure, mail and retail operations, where the current SAPO operations are 

located, are consolidated into an operating company.   The properties used by these operations 

are all held at SAPO holding company level and rented out the operating companies.  This 
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approach towards the properties portfolio allows SAPO to leverage these properties to address 

the funding challenge alluded to earlier.  The courier business, which falls into the unregulated 

competitive space, will not be included in the activities covered by the Public Service Mandate 

subsidy. 

Over and above restructuring the organisation, part of repositioning SAPO will include 

improving the customer experience of customer across the different companies in the SAPO 

group.  A key focus in the improvement of service will be the improvement of the turnaround 

time for resolving problems. A more responsive SAPO will enhance the customer experience 

and improve the relationship with customers.  

PARTNERSHIPS AND ACQUISITIONS 

Partnerships will be required to enable SAPO to be competitive.  SAPO’s underinvestment 

over the years is such that it will not have enough time to rebuild its capacity and compete at 

the same time and so partnering with companies that can offer immediate capacity will be key.  

The envisaged partnership will span all areas of the Group, from e-commerce to payment 

solutions.   

SAPO will look to partner with organisations that have technical solutions and products that it 

can leverage off of, for example products and technologies that SAPO can white label.  

Partnerships will be crucial in allowing SAPO to close its investment gap and being able to 

provide competitive offerings in the market.  Partnership will also allow SAPO the rapid time to 

market. 

Instead of trying to compete with local courier companies, SAPO intends to partner with them 

for delivery of non-time sensitive materials through existing logistics channels to increase 

volumes through our network, as well as tap into a share of the courier industry revenue pool, 

through the Open SAPO initiative.   

SAPO may also evaluate making acquisitions where these will provide the opportunity for 

SAPO to rapidly scale up any of its operations, whether in the courier, banking or any in other 

space.  

CAPITAL EXPENDITURE 

In order to execute on the initiatives identified in the preceding sections, there will be a 

requirement for capital investments to be made across the Group.   
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The investment will be in all of the operations of the SAPO Group, both existing and future 

subsidiaries.  All of the envisaged investment in the capex schedule will generate a positive 

return of 34%.  The investment will also place the SAPO Group in a strong competitive position. 

SAPO will invest in a data centre to ensure full redundancy of the core IT systems.   The SAP 

system, which underpins SAPO’s backoffice operations will also be upgraded.  There will also 

be investment in branch front office Point of Sale infrastructure as well as back office systems. 

SAPO FUNDING MODEL 

SAPO currently operates on a funding model that relies on operations generating adequate 

funds to cover operating costs as well as the public service mandate.  However recent 

experience has shown that this model is flawed.  SAPO operations has not been able to 

generate enough to fund operations and its public service mandate.  The need for funding the 

public service mandate has been recognised by government in that it has been written into 

National Integrated ICT White Paper. To that end government is looking at the option of setting 

up a fund for universal service that will contributed to by all role players in the postal sector.  

This funding will address the R1bn that SAPO needs to fund the public services mandate, 

however, SAPO is still dependent on National Treasury as a source of equity funding.  The low 

economic growth that South Africa has been experiencing has meant that National Treasury is 

collecting less in taxes and the ratings downgrades have increased the government’s cost of 

borrowing, meaning that government has to borrow less if it is to remain within the budgeted 

debt interest payment levels.  All of this pressure on the fiscus mean that National Treasury 

has less money to provide to SAPO as capital.  SAPO therefore has to look to other models 

for funding.   

One of these is to get funding partners such as the PIC, the other is for SAPO to raise capital 

through the capital markets by issuing bonds.  One possible bond issue would be a property 

backed bond issue.  The properties that are planned to be located in SAPO Holdings would 

act as the security for the envisaged bond.  Other bond issues can be investigated for their 

viability. SAPO is targeting a 60/40 debt/equity proportion and envisages an equity level of at 

least R 3bn versus long term debt of R 2bn.  

 

 

No Project

2018/19FY 

R'm

2019/20FY 

R'm

2020/21FY 

R'm Total  R'm
1 Courier Solution and System                    45                       -                       -                    45 
2 eLand (Mail Centre Automation) 50 20                       -                    70 
3 Hybrid Mail Printers 20 10                       -                    30 
4 POS Software System & Servers 43                    50                       -                    93 
5 Branch hardware replacement 52 77                    37                 166 
6 Cloud Managed Service and IaaS                    20                       -                       -                    20 
7 Customer Relationship Management                       - 1 1                      2 
8 SAPOPAY (e-Wallet) 14                       -                       -                    14 

10 Building Refurbishment 40 122 72                 234 
11 E-Commerce 25 150 50                 225 
12 Small Capex 47 70 40                 157 

Total 356 500 200 1 056
13 Postbank 30 40 50                 120 
14 SASSA 460                       -                       -                 460 

Grand Total 816 500 200 1 516
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Figure 4: SAPO Group Proposed Capital Structure 

SAPO Group ('millions) 2017 2018 2019 2020 2021 

Loans / overdraft         3 700             400              -                -                -    

Bonds               -                  -          2 000        2 000        2 000  

Equity injection            650          3 700              -                -                -    

Total equity (NAV)         1 029          3 595        4 191        3 889        3 128  

Debt proportion 360% 11% 48% 51% 64% 

Equity (NAV) proportion -260% 89% 52% 49% 36% 

      
SAPO would have a stronger balance sheet if government business is realised, with 
40/60 debt/equity target. 

      

SAPO Group including 
Government Business  
('millions) 

2017 2018 2019 2020 2021 

Loans / overdraft         3 700             400              -                -                -    

Bonds               -                  -          2 000        2 000        2 000  

Equity injection            650          3 700              -                -                -    

Total equity (NAV)         1 029          3 595        4 810        5 158        5 079  

Debt proportion 360% 11% 42% 39% 39% 

Equity (NAV) proportion -260% 89% 58% 61% 61% 
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SA POST OFFICE GROUP FINANCIAL PLAN                        

FY2018/19 TO FY2020/21 FINANCIAL YEAR 

The forecasted revenue for the 2017/18 financial year will decline by 4% to R4,6 billion 
as a result of difficult operating conditions and declining mail volumes. Expenditure is 
forecasted to decrease marginally by 2% to R 5,7 billion. The forecasted net loss for 
the 2017/18 financial year is R1,2 billion.  

The Corporate Plan revenue initiatives together with the cost reduction initiatives for 
the primary cost drivers (staff, transport and property costs) will remain key focus 
areas over the medium term to drive efficiency and improve profitability. The baseline 
revenue for 2018/2019 financial year is lower than 2017/2018 financial year due to the 
decline in mail volumes. Mail revenue contribution to total revenue remains high at 
63%. The forecasted net loss for the 2018/2019 financial year is R1,2 billion and is 
unfunded. 

 SAPO is of the view that cost cutting alone cannot secure commercial viability 
into the future; focus on diversifying and increasing revenue is critical.  

 Revenue is receiving ongoing focus, with concrete and detail implementation 
plans to uplift revenue levels.  

 In the absence of revenue growth or any other initiatives that have a significant 
financial impact, the staff optimisation exercise proposed to be implemented in 
the 2018/19 financial year would have to be repeated in subsequent years. 

 Public service mandate remains unfunded and not included in the funding 
projections.  

 The net losses are unfunded. 

 

SAPO GROUP INCOME STATEMENT AND FUNDING REQUIREMENTS  

 
 

SAPO Group financial summary (R'000) 2017/18 FY 2018/19 FY 2019/20 FY 2020/21 FY

Revenue (current) 4 622 715 4 599 734 4 673 696 4 476 562

Expense 5 506 381 5 595 469 5 940 495 6 267 223

Profit / loss before interest expense (baseline) (883 666) (995 735) (1 266 799) (1 790 661)

Interest expense on loans 297 799 205 000 200 000 200 000

Profit / loss after interest expense (baseline) (1 181 465) (1 200 735) (1 466 799) (1 990 661)

Revenue growth initiatives 20 000 162 675 433 699 457 553

Expense for revenue growth initiatives -                   (59 950) (60 826) (64 171)

Staff optimisation costs -                   (312 500) -           -           

Staff optimisation cost benefits -                   187 500 792 000 835 560

Net profit / (Loss) before taxation (1 161 465) (1 223 010) (301 925) (761 719)
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 Should SAPO not receive a subsidy for the Public Service Mandate or not 
realize government business, SAPO would remain in a funding deficit position. 

 The net losses are unfunded and the funding deficit at the end of each financial 
year are rolled over to the following financial year. 

 The 2019/2020 financial year funding deficit increases due to the capex, net 
losses and the roll over of the deficit from the previous financial year. 

 The net loss for the 2020/2021 financial year increases due to annual 
inflationary cost increases whilst baseline revenue declines. 

 SAPO still projects cash flow deficits after raising R2 billion in loans in the 
2018/2019 financial year,funding deficit of R3,2 billion projected over the MTEF 
period. 

 

SAPO GROUP STATEMENT OF FINANCIAL POSITION 

The salient points of the Statement of Financial Position: 

 The net losses reduce the retained earnings resulting in the capital and 
reserves declining over the MTEF period. 

 The Postbank short-term investments and cash surplus over depositor’s funds 
is maintained over the medium term. 

 Capital injection of R3,7 billon received in December 2017, resulting in the 
share capital increasing and reduction in the term loans. 

 R400 million term loan received in December 2017 and is repayable in 
December 2018. 

 Long-term (3 to 10 years) loan funding of R2 billion will be required in 2018 to 
improve the liquidity position; however funding deficit for the MTEF is projected. 

SAPO Group financial summary (R'000) 2017/18 FY 2018/19 FY 2019/20 FY 2020/21 FY

Funding requirements

Operating results shortfall for 2018 143 981 -           -           -           

Operating results 1 223 010 301 925 761 719

Adjusted for Postbank operating results 43 649 224 404 235 624 247 405

Settlement of trade and non trade creditors 698 000 -           -           -           

Capex 2 000 355 600 500 000 200 000

Repayment of R400 million 400 000 -           -           

Funding deficit / (surplus) from previous FY 766 414 969 428 2 006 978

Funding required 887 630 2 969 428 2 006 978 3 216 103

Sources of funding 121 215 2 000 000 -           -           

Balance of R400 million loan 121 215 -           -           -           

Public service mandate -                   -           -           -           

New loans 2 000 000 -           -           

Recapitalisation funds -                   -           -           -           

Funding (deficit) (766 414) (969 428) (2 006 978) (3 216 103)
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BORROWINGS 

The term loan of R 3,7 billion was acquired against the National Treasury guarantees 
and repaid in January 2018 from the recapitalization funds received from Department.  

Loan funding of R400 million acquired in December 2017 and is repayable in 
December 2018. 

Further loan funding of R2 billion will be required in 2018 to improve the liquidity 
position, subject to the necessary approvals from the Department and National 
Treasury. 

 

GOING CONCERN 

It is clear that SAPO, whilst solvent as a result of the equity injections from the fiscus, 
SAPO has a liquidity problem. This means that SAPO will not be considered a going 
concern without R1.6 billion of going concern guarantees from the fiscus. SAPO will 
submit a comprehensive business case to the Department of Telecommunications and 
Postal Services and to National Treasury to prove the adequacy of supporting plans 
that will provide details of how the revisions to SAPO’s business model will result in a 
sustainable organisation. 

 

DIVIDEND POLICY 

The company’s dividend policy is to consider an interim and a final dividend in respect 
of each financial year. Depending on the need to retain funds for expansion or 
operating purposes, the board of directors may pass a resolution for the payment of 
dividends, subject to the provisions of the SA Post Office Memorandum of 
Incorporation (MOI). There are no dividends contemplated in this corporate plan. 
Depending on the success of the organizational restructuring, this could change in the 
long term. 

 

SUMMARY 

The Corporate Plan for 2018/2019 to 2020/2021 outlines strategic choices to be made 
to fund the operations and for the necessary capital investments. 

2016/2017 2017/2018 2018/2019 2019/2020 2020/2021

Actual Forecast Budget Budget Budget

Non-Current Assets 3 708 326 3 761 678 3 669 278 3 584 842 3 504 000

Current Assets 9 674 809 9 235 647 9 339 717 8 933 766 8 523 128

13 383 135 12 997 325 13 008 995 12 518 608 12 027 128

Capital & reserves 1 028 959 3 595 247 2 372 237 2 070 312 1 308 593

Non- current liabilities 5 391 431 2 078 643 3 702 693 3 741 183 3 784 284

Current liabilities 6 962 745 7 323 435 6 934 065 6 707 113 6 934 251

13 383 135 12 997 325 13 008 995 12 518 608 12 027 128

SA Post Office Group (R'000)
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However, SAPO is required to submit a business case that supports the Corporate 
Plan to the Department and National Treasury for supporting and approving the 
required funding models and choices to be made for the 2018/2019 financial year to 
ensure compliance with the prescripts of the PFMA and the Post Office act. 

The comprehensive business will eliminate multiple requests being sent to the 
Department for consideration (going concern guarantee submission, borrowing 
approvals submission and public service mandate funding). 

The business case will be submitted to the DTPS and National Treasury by the 30 
April 2018 to meet the annual financial statements timelines, resolve the short-term 
liquidity challenges and meet the MTEF timelines for the following fiscal period 
2019/20 to 2021/22. 

 

SAPO GROWTH SCENARIO: INCOME STATEMENT AND FUNDING FRAMEWORK 

The financial position would improve if the following initiatives are approved and 
implemented: 

 R769 million subsidy is allocated for funding the public service mandate), 

 Government revenue (R370 million annual projections); an amount of R185 
million projected for the 2018/19 financial year and  

 To improve the financial performance in the 2020/21 financial year, as no 
further revenue for DTT project is forecasted from the 2020/21 year, the 
revenue of is anticipated to be recovered from government business and 
revenue growth initiatives. 

 

Funding requirements 

 R2 billion loans required in the 2018/19 financial year, comprising R1 billion 
retail property bonds against the R2.7 billion property portfolio, and a second 
R1 billion bond guaranteed by National Treasury. 

 Recapitalisation funds of R800 million required in the 2018/19 financial year 
due to the funding deficit at end of the 2017/2018 financial year. 

 Funding of the public service mandate from the 2018/19 financial year. 

 If the above initiatives are approved and implemented a funding surplus of the 
R785 million is projected for the 2018/2019 financial year. 

 The total amount of bonds issued can be adjusted based on guidance or 
commitments received from the shareholer 

SAPO Group financial summary (R'000) 2017/18 FY 2018/19 FY 2019/20 FY 2020/21 FY

Revenue (current) 4 622 715 4 599 734 4 673 696 4 476 562

Expense 5 506 381 5 595 469 5 940 495 6 267 223

Profit / loss before interest expense (baseline) (883 666) (995 735) (1 266 799) (1 790 661)

Interest expense on loans 297 799 205 000 200 000 200 000

Profit / loss after interest expense (baseline) (1 181 465) (1 200 735) (1 466 799) (1 990 661)

Staff optimisation costs -            (312 500) -            -            

Staff optimisation cost benefits -            187 500 792 000 835 560

Revenue growth initiatives 20 000 162 675 433 699 457 553

Expense for revenue growth initiatives -            (59 950) (60 826) (64 171)

Government / Corporate revenue initiatives -            185 000 370 000 392 200

Net profit / (Loss) before taxation and before  public service mandate (1 161 465) (1 038 010) 68 075 (369 519)

Funding - public service mandate -            769 000 815 140 864 048

Net profit / (Loss) before taxation and after  public service mandate (1 161 465) (269 010) 883 215 494 529
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SAPO Group financial summary (R'000) 2017/18 FY 2018/19 FY 2019/20 FY 2020/21 FY

Funding requirements

Settlement of trade and non trade creditors 698 000 -                    -            -            

Operating results shortfall for month of March 2018 143 980 -                    -            -            

Operating results before public service mandate funding -            1 038 010 (68 075) 369 519

Adjusted for Postbank operating results 43 649 224 404 235 624 247 405

Capex 2 000 355 600 500 000 200 000

Repayment of R400 million term loan -            400 000 -            -            

Funding deficit / (surplus) from previous FY -            766 414 (784 572) (932 162)

Funding required 887 629 2 784 428 (117 022) (115 238)

Sources of funding 121 215 3 569 000 815 140 864 048

Balance of R400 million loan 121 215 -                    -            -            

Public service mandate -            769 000 815 140 864 048

New loans -            2 000 000 -            -            

Recapitalisation funds -            800 000 -            -            

Funding (deficit) (766 414) 784 572 932 162 979 286
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STRATEGIC THEMES AND GOALS 

Theme 1: Revenue Retention through Operational Effectiveness 

Goal Statement 

1.1 
Retain Revenue 

Operations have to function effectively and deliver to the customer’s requirements in order for 

SAPO to be able to retain its existing revenue 

1.2.1. Retain prior year revenue 

 

Theme 2: Cost Reduction  

Goal Statement 

2.1 
Continuous Cost Reduction  

A crucial part of SAPO’s contributor to improving its short term liquidity and long term survival 

will be aggressive costs management  

2.1.1 Improve cost reduction 

 

 

Theme 3: Grow and Diversify Revenues  

Goal Statement 

3.1 
Revenue Growth 

1.2 Grow and diversify revenues in SAPO 

1.3 Grow revenues in Postbank 

 

Theme 4: Performance Management 

Goal Statement 

4.1 
Drive Performance Management 

4.1. Conformance to SOPs to improve quality of products and service 

4.2. Drive implementation of performance management  

 

Theme 3: SASSA Compliant Branch Operations 

Goal Statement 

5.1 

A Compliant Retail Branch Network to Support the SASSA 

Rollout 
5.1. Conformance to SASSA requirements to provide required quality of service 

 

 

Goal Statement 

6.1 
Reduce Audit Findings and Improve Internal Controls 

6.1. Reduction in the findings raised by the Auditor General (AG)  

6.2. Improve control environment 
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ANNUAL PERFORMANCE PLAN OFFICIAL SIGN-OFF 

It is hereby certified that this Annual Performance Plan: 

 was developed by the management of the South African Post Office under the guidance 

of Mr Comfort Ngidi, representing the Accounting Authority; 

 was prepared in line with the current Strategic Plan of the South African Post Office; 

 accurately reflects the performance targets which the South African Post Office will 

endeavour to achieve for the financial year, 2018/19. 

 

 

Approved by: 
Mr Comfort Ngidi 
Acting Chairperson of the  
SA Post Office Board 

Signature: _______________________ 
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Alignment with the Shareholder’s Strategic Objectives 

SAPO has ensured alignment of its operational activities to support the strategic objectives 

of the shareholder, where SAPO has a meaningful role to play.  The alignment is outlined in 

the table below. 

 

Strategic Goal Strategic Objective SAPO Alignment 

SG 2 
South Africa has a modern, 
sustainable and competitive 
postal and 
telecommunications sector 
 

SO 2.1 
Develop and implement ICT 
policy and legislation aimed 
at improving access and 
affordability of ICTs 

SAPO will support the 
Department and provide 
the Department with the 
required information for the 
SAPO Amendment Bill 
drafting process. 

SO 2.3 
Advance South Africa’s 
National interests in 
Regional and International 
Forums towards attaining 
partnerships for economic 
growth and development  

Development of  RSA 
Position for UPU 
Extraordinary Congress 
2018 focused on Postal 
Reform in collaboration 
with the Department 

SG3 
An Inclusive Information and 
Knowledge Economy driven 
through a comprehensive e-
Strategy and access to 
Government services 

SO 3.1 
Develop and Implement a 
National e-Strategy that will 
give priority to e-
Government services  

E-Commerce platform (e-
mall) development in 
collaboration with the 
Department  
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ANNUAL PERFORMANCE PLAN 2018/19 TO 2020/21 

 

Annual Performance Scorecard 

No. Goal Measure 2018/19FY 2019/20FY 2020/21FY 

1.1 Retention of prior year 

revenues 

Achieve current baseline Revenues target as per Corporate 

Plan  
R4.6bn R4.67bn R4.48bn 

1.2 Improve Operational Efficiency 

of Mail, Retail and Transport 

(Operations Company) 

Achieve the regulated mail delivery standard of 92% as per 

the agreed delivery model with ICASA 
92% by  

31 March 2019 
92% 92% 

1.3 Improve Operating Efficiencies  

(Postbank) 

% Uptime for ATM and POS Transactions per the industry 

standard 98%  98% 98% 

1.4 Improve customer experience % of all customer complaints must be resolved within 7 

working days from date of receipt of complaint 

100% by 

31 March 2019 
100% 100% 

No. Goal Measure 2018/19FY 2019/20FY 2020/21FY 

2.1 Improve cost efficiency  Achieve baseline expenditure target as per Corporate Plan R5.70bn R5.84bn R6.16bn 

  Consolidation and optimisation of the regional operations 

infrastructure network  

Approved 

consolidation and 

optimisation plan  

by 30 September 

2018 

Implemented 

consolidation and 

optimisation plan   

- 

No. Goal Measure 2018/19FY 2019/20FY 2020/21FY 
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3.1 Grow Revenues Achieve Corporate Plan Revenue Growth Target R162m R434m R456m 

3.2 Grow Postbank revenues Achieve Postbank Revenue target per Corporate Plan R822m R868m R896m 

3.3 Increase  financial inclusion % Growth in the total number of Postbank accounts , from the 

prior year actuals 

3% from the prior 

year actuals 
3% 3% 

No. Goal Measure 2018/19FY 2019/20FY 2020/21FY 

4.1 Adherence to performance of 

management processes 

% adherence of performance management targets  100% adherence 

to performance 

management 

processes by 

management 

level staff 

100% adherence 

to performance 

management 

processes by 

management 

level staff 

100% adherence 

to performance 

management 

processes by 

management 

level staff 

No. Goal Measure 2018/19FY 2019/20FY 2020/21FY 

5.1 A compliant Retail branch 

network to support the SASSA 

Rollout  

%  compliant  Retail branches  and to comply with the SASSA 

requirements for Postbank 

100% by 30 

September 2018  
- - 

No. Goal Measure 2018/19FY 2019/20FY 2020/21FY 

6.1 Sustainable unqualified 

independent audit opinion 

Achieve 100% effective resolution of AG audit findings 

resulting in an Unqualified audit opinion for the 2018/19 

Financial year  

 

Unqualified audit 

opinion 

Unqualified audit 

opinion 

Unqualified audit 

opinion 
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ANNUAL PERFORMANCE PLAN 2018/19 

Annual Performance Scorecard 

Theme 1:  Revenue Retention Through Operational Effectiveness 

No. Goal Measure Annual Target Q1 Q2 Q3 Q4 

1.1 Retention of prior year 

revenues 

Achieve current baseline 

Revenues target as per 

Corporate Plan  

R4.6bn R1.13bn R1.10bn R1.17bn R1.19bn 

1.2 Improve Operational Efficiency 

of Mail, Retail and Transport 

(Operations Company) 

Achieve the regulated mail 

delivery standard of 92% as per 

the agreed delivery model with 

ICASA 

92% by  

31 March 2019 
85% 87% 90% 92% 

1.3 Improve Operating Efficiencies  

(Postbank) 

% Uptime for ATM and POS 

Transactions per the industry 

standard 

98%  98% 98% 98% 98% 

1.4 Improve customer experience % of all customer complaints 

must be resolved within 7 

working days from date of 

receipt of complaint 

100% by 

31 March 2019 

80% 85% 90% 100% 

Theme 2: Reduce Operating Costs (Operations Company) 

No. Goal Measure Annual Target Q1 Q2 Q3 Q4 

2.1 Improve cost efficiency  Achieve baseline expenditure 

target as per Corporate Plan 
R5.70bn R1.42bn R1.42bn R1.44bn R1.42bn 
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  Consolidation and optimisation 

of the regional operations 

infrastructure network  

Approved 

consolidation and 

optimisation plan  

by 30 September 

2018 

Exco approved 

draft 

consolidation and 

optimisation plan  

Approved 

consolidation and 

optimisation plan  

by 30 September 

2018 

- - 

Theme 3:  Grow and Diversify Revenues 

No. Goal Measure Annual Target Q1 Q2 Q3 Q4 

3.1 Grow Revenues Achieve Corporate Plan 

Revenue Growth Target 
R 162m - - R60m R102m 

3.2 Grow Postbank revenues Achieve Postbank Revenue 

target per Corporate Plan 
R822m R202m R201m R207m R212m 

3.2 Increase  financial inclusion % Growth in the total number 

of Postbank accounts , from 

the prior year actuals 

3% from the prior 

year actuals 
0.75% 0.75% 0.75% 0.75% 

Theme 4:  Performance Management 

No. Goal Measure Annual Target Q1 Q2 Q3 Q4 

4.1 Adherence to performance of 

management processes 

% adherence of performance 

management targets  

100% adherence 

to performance 

management 

processes by 

management level 

staff 

100% contracting 

of all 

management 

staff 

- 

100% completion 

of midyear 

reviews by 

management 

staff 

-  

Theme 5:  Structural Reorganisation 

No. Goal Measure Annual Target Q1 Q2 Q3 Q4 

5.1 A compliant Retail branch 

network to support the SASSA 

Rollout  

%  compliant  Retail branches  

and to comply with the SASSA 

requirements for Postbank 

100% by 30 

September 2018  
 100%    
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Theme 6:  Governance 

No. Goal Measure Annual Target Q1 Q2 Q3 Q4 

6.1 Sustainable unqualified 

independent audit opinion 

Achieve 100% effective 

resolution of AG audit findings 

resulting in an Unqualified 

audit opinion for the 2018/19 

Financial year  

Unqualified audit 

opinion 

- - - 

100% Resolution 

of AG Audit 

Findings 
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Scorecard Key Performance Indicator Descriptions 

Theme 1:  Revenue Retention Through Operational Effectiveness 

No. Goal Measure Key Performance Indicator Description 

1.1 Retention of prior year 

revenues 

Achieve current baseline Revenues target as per 

Corporate Plan  

SAPO to retain revenues figures equal to the prior year to ensure 

stabilisation of the revenue base. This will create a stable customer base to 

grow and diversify revenues. 

1.2 Improve Operational Efficiency 

of Mail, Retail and Transport 

(Operations Company) 

Achieve the regulated mail delivery standard of 92% as 

per the agreed delivery model with ICASA 

In terms of the government gazette and the agreed delivery model with 

ICASA SAPO must achieve a minimum of 92% mail delivery standard to 

process and deliver customer items from the time of posting.  

This will comply with regulatory requirements and maintain a high delivery 

rate with the objective to retain the current customer base. 

1.3 

Improve Operating Efficiencies  

(Postbank) 

% Uptime for ATM and POS Transactions per the industry 

standard 

The transactional IT systems for Postbank transactions must be 

available/functioning at least at 98% all the time for customers to transact.  

This is in line with the banking industry systems uptime requirements and 

standards. 

1.4 Improve customer experience % of all customer complaints must be resolved within 7 

working days from date of receipt of complaint 

All customer complaints must be resolved within 7 calendar days from date 

of receipt of complaint. This applies to both retail and corporate/government 

customers. 

Theme 2: Reduce Operating Costs (Operations Company) 

No. Goal Measure Technical Indicator Description 

2.1 Improve cost efficiency  Achieve baseline expenditure target as per Corporate Plan Overall operational costs must be contained within the budget, as per the 

Corporate Plan. Performance will be based on how much spend against the 

budget the organisation has been able to operate. 
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  Consolidation and optimisation of the regional operations 

infrastructure network  

The Operations structure is being consolidation between mail and retail at 

Corporate and regional level. Thus the amalgamation of Retail, Mail business, 

Properties, as total Operations is important to support the new structure. 

There will also be synergies and savings from the consolidated operational 

infrastructure network nationally, which will help reduce SAPO’s cost of 

doing business. 

Theme 3:  Grow and Diversify Revenues 

No. Goal Measure Technical Indicator Description 

3.1 Grow Revenues Achieve Corporate Plan Revenue Growth Target SAPO to achieve the planned revenue growth initiatives, which will allow 

SAPO to both diversify its revenue base and grow new revenues.  

3.2 Grow Postbank revenues 

Achieve Postbank Revenue target per Corporate Plan 

Postbank net interest revenue must grow to the target over the year .To 

optimise return on our investments by ensuring fruitful investment deals are 

made thus increasing the interest earned, thus contributing to SAPO Group’s 

financial sustainability. Postbank non-interest revenue must grow over the 

year to the target per the corporate plan. Maximise non-interest revenue 

through increase in transaction volumes and new customer accounts. 

3.2 Increase  financial inclusion 

% Growth in the total number of Postbank accounts , from 

the prior year actuals 

Postbank must increase the number of active depositors’ accounts by 3% 

year on year from the base of 31 March 2018. The growth in the number of 

Postbank depositors’ accounts will contribute to increasing financial 

inclusion for the unbanked citizens. 

Theme 4:  Performance Management 

No. Goal Measure Technical Indicator Description 

4.1 Adherence to performance of 

management processes 

% adherence of performance management targets  In order to improve organisational performance at SAPO, the performance 

management system must be complied with by all management staff. 

Performance contracts must be completed by all management employees 

with performance targets as aligned to the corporate plan. The contracts will 

then be used to track performance.  The training needs of staff, to help 

enhance performance will also be identified and training interventions 
implemented, within available resources. This will enhance accountability 

and adherence to the set targets.  
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Theme 5:  Structural Reorganisation 

No. Goal Measure Technical Indicator Description 

5.1 A compliant Retail branch 

network to support the SASSA 

Rollout  

%  compliant  Retail branches  and to comply with the 

SASSA requirements for Postbank 

The SAPO branches will be adapted to meet the immediate and ongoing 

requirements from SASSA for the payment of social grants, including counter 

equipment like pin pads and biometrics. 

Theme 6:  Governance 

No. Goal Measure Technical Indicator Description 

6.1 Sustainable unqualified 

independent audit opinion 

Achieve 100% effective resolution of AG audit findings 

resulting in an Unqualified audit opinion for the 2018/19 

Financial year 

Management must resolve the Auditor General findings as indicated in the 

Management Letter of 31 March 2017 by 31 March 2019 that will result in an 

unqualified audit opinion for the 2018/19 financial year. 
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DELEGATION OF AUTHORITY 

The SA Post Office Board as the accounting authority, has unfettered powers to direct and control the 

business of the company and may delegate the day to day management to the executive management, 

but at all times retain full and effective control over the direction and performance.  

Although the Board’s ultimate accountability is to lead and manage the Group, some of the 

responsibilities are delegated to executive management. In this regard, to manage the business affairs 

of the South African Post Office Group, the delegated responsibilities are managed through established 

governance structures at Board and Executive Committee level. The Board has delegated certain of its 

powers to management but has retained some powers to itself to control the management and strategic 

direction of the SA Post Office. 

The Board may, in instances of crises within the company, revoke any powers granted to management 

in order to stabilise the organisation. The Board may also revoke any powers conferred to any official 

in line with the role of the Board as the Accounting Authority. 

The SA Post Office Board has developed a clear definition of the levels of materiality and significance 

in order to determine the scope of delegation of authority and to ensure that the Board reserves specific 

powers and authority to itself. The delegated authority from the Board to its subsidiary Boards and to 

management is in writing and is reviewed and regulated on a regular basis. 
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MATERIALITY FRAMEWORK 2018/19 

Framework of acceptable levels of materiality and significance for the purpose of the interpretation of and compliance with the 

Public Finance Management Act, No 1 of 1999, as approved by the Board and applicable for 2017/18 
 
 

 PROPOSED FRAMEWORK RESULTING 

FIGURES 

FOR 2017/18 

UNDERLYING PRINCIPLES 

Material for Section 55 – 

Disclosure, in the 2017/18 

Annual Report: 

 Losses due to criminal 
conduct 

 Irregular expenditure 

 

 

 

 

 Fruitless and wasteful 
expenditure 

Quantitative: 

Capital expenditure: 

10% of the capital expenditure budget line 

item 

Other expenditure: 

10% of the related operating expenditure 

budget line item, 

1% of  Staff Expenses 

5% of Transport Costs 

 

None 

 

 

Depends on 

the related 

expenditure 

budget line 

item 

 

 

 

 

 

 

Irrespective of 

the amounts 

involved 

 Section 55, as identified, will evaluate each loss due 
to criminal conduct, irregular expenditure or fruitless 
and wasteful expenditure, in context of the expense 
category to which it relates to determine whether it 
qualifies for disclosure in the Annual Report as 
required.  

 The total value of any identified fruitless or wasteful 
expenditure will also be reported as well as cases 
due to criminal conduct   

 In line with good business practice, as well as the 
requirements of the Act, the SA Post Office is 
committed to the prevention, detection of and taking 
appropriate action on all irregular expenditure, 
fruitless and wasteful expenditure, losses resulting 
from criminal conduct and expenditure not 
complying with the operational policies of the SA 
Post Office (Sec 51(1)(b)(ii)).  
To this end the SA Post Office’s systems and 
processes are designed and continually reviewed to 
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 PROPOSED FRAMEWORK RESULTING 

FIGURES 

FOR 2017/18 

UNDERLYING PRINCIPLES 

ensure the prevention and detection of all such 
expenditure, irrespective of the size thereof. 
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 PROPOSED FRAMEWORK RESULTING 

FIGURES 

FOR 2017/18 

UNDERLYING PRINCIPLES 

Significant for Section 54 – 

Information and approval by 

the Minister of “qualifying 

transactions”, i.e.: 

 participation in a 
significant partnership, 
trust, unincorporated joint 
venture or similar 
arrangement; 

 acquisition or disposal of 
a significant shareholding 
in a company; 

 acquisition or disposal of 
a significant asset;  

 commencement or 
cessation of a significant 
business activity; and 

 a significant change in 
the nature or extent of its 
interest in a significant 
partnership, trust, 
unincorporated joint 
venture or similar 
arrangement. 

Quantitative: 

Qualifying transactions of an operational 

nature:  

 1% - 2% of the value of total assets; 

 0.5% - 1% of total revenue; or 

 2% - 5% of profit after tax. 

 

Qualitative: 

A qualifying transaction may also be 

considered significant based on      

considerations other than financial when, in 

the opinion of the Board, it is considered to be 

significant for the application of section 54. 

The decision on which non-financial issues 

may be considered at any time requires 

careful judgment at a strategic level, and 

therefore rests with the Board as a 

representative body of the shareholder. 

Determination of significance is also 

considered based on Practice Note 4 of 

2009/10. 

Minimum 

 

R 100 million 

 

 

R 100 million 

 

 The PFMA is not intended to affect the autonomy 
of the organisation, but its stated objectives are to 
ensure transparency, accountability and sound 
management of revenue, expenditure, assets and 
liabilities of the institutions to which the Act 
applies. Therefore, the legislature could not have 
intended for the public entities to report and seek 
approval on matters of a daily basis; 

 The business of the SA Post Office is conducted 
within the framework of the mandate, objects and 
powers contained in the SA Post Office Act, as 
well as the business and financial direction set out 
in the corporate plan;  

 The SA Post Office also has defined accountability 
and approval structures from the Board, as the 
shareholder representative, to the CEO and 
management; 

 The responsibility for the day-to-day management 
of the SA Post Office vests in line management 
through a clearly defined organisational structure 
and through formally delegated authorities 
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GROUP CRIME PREVENTION STRATEGY AND PLAN 

Apart from the direct losses stemming from fraud, theft, mail violation and corruption, acts of crime and 

dishonesty a secondary effect and equally damaging, is the impact on the Company’s image and brand. 

Individuals and syndicate elements continually vary their initiatives and modus operandi in targeting 

specific products/assets as well as reengineering their ways and means to overcome operational and 

financial processes, in fulfilling their criminal objectives.    

The single key factor that most negatively impacts upon security and subsequent financial loss is the 

lack of compliance by employees to the instructions, procedures and systems that govern business 

operations. This is compounded by the failure of supervisory staff and operational management, to 

effectively apply and ensure the relevant control measures.   

The ability of the South African Post Office to maintain a competitive advantage within an environment 

of direct competition, ensuring customer trust and service reliability is positively influenced by the 

Company’s ability to effectively detect and prevent incidents of criminality, financial misconduct and 

dishonesty. It remains an ever challenging objective to identify those areas where human behaviour in 

conjunction with system and product weaknesses create the opportunities and environment for 

irregularities to be committed, which contribute to financial loss. 

Accountability and control which will enable the prevention of criminality, financial misconduct and 

dishonesty, is vested within management and all its employees, with the Security and Investigation 

Services fulfilling an internal preventative and investigative responsibility.  

The sustainable detection and prevention of incidents of criminality, financial misconduct and 

dishonesty can only be achieved through a multi-faceted approach that includes the following:- 

 Adopting a preventative style of investigating irregularities with an emphasis upon cause 

analysis 

 The development and deployment of strategic crime prevention strategies 

 Directing the integration of physical and electronic security into Business Unit planning 

 Overt and covert crime intelligence collection techniques 

 The implementation of an effective crime information management system 

 Establishment of internal and external partnerships  

The investigation and prevention of acts of criminality within the Post Office and its subsidiaries are 

focussed upon the following:- 

 Postal Crime and Offences relating to:- 

 Theft, secretion, wrongful diversion and a unauthorised disposal of mailbags and postal 

articles 

 Violation, damage, destruction, unauthorised opening of mail and postal articles 

 

 Postal Revenue Offences relating to:- 

 Forgery of postage stamps and money orders 

 Re-usage of postage stamps with the intent to defraud 
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 Theft, misappropriation and embezzlement of money and postage stamps 

 Bulkmail and franking machine fraud 

 Commercial Offences relating to:- 

 Fraud with the inclusion of postal order -, cheques -, credit card -, savings bank and  

 Pension fraud 

 Corruption and collusive tendering for contracts 

 Unauthorised expenditure of postal money 

 Theft of equipment and post office assets 

 Cyber crime 

 Crimes Against Postal Property and Identity relating to:- 

 Armed robberies at post office premises 

 Hi-jacking of postal vehicles 

 Housebreaking (burglary) 

 Malicious damage to property 

 

 Crime through the Mail, Postal Financial Systems and IT Infrastructure relating to:- 

 Illicit prohibited substance trafficking  

 West African Fraud Schemes (Nigerian “419” scams) 

 Dangerous Goods and Mail Bombs 

 Child pornography 

 Money laundering 

 Mail fraud 

 Cyber crime  

 

National Fraud Prevention Plan:- 

The Group’s Fraud Prevention Plan (NFPP) is aligned in accordance to Par.14 of the National 

Treasury Practice Note 4 of 2009/2010 issued in terms of Section 52 of the Public Finance 

Management Act as well that of King III principles. 

The National Fraud Prevention Plan (NFPP) of the South African Post Office is not only limited to 

compliance to the Public Finance Management Act (PFMA) and the Treasury Regulation 29.1.1. 

The Company considers the Plan as imperative to the business, but is also aware of prevalent fraud 

and corruption risks that its businesses are exposed to.  

In doing business, the Post Office expects all its employees and organizations that are in any way 

associated with it to be honest and fair in their dealings with and on behalf of the organization, its clients 

and customers.  

The main objective of the NFPP is to create a culture which is intolerant of fraud and corruption, by 

regulating an ethical conduct of its personnel, clients and customers. The Plan seeks to implement 

response mechanisms in all its businesses to deter any form of fraudulent or corrupt activities. It also 

places responsibility on the personnel of the S.A. Post Office to conduct their business in a manner that 

is conscious of the values of the organization.   

The effectiveness of the FPP would be ensured by an all-round approach to fraud and corruption, 

covering elements of fraud prevention, detection, response to fraud and raising personnel awareness 

on fraudulent and corrupt activities.  

There will be a concerted drive to develop and foster a climate within the South African Post Office 

where all employees strive for the ultimate eradication of fraud, corruption and theft as well as re-
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enforcing existing regulations aimed at preventing, reacting to and reducing the impact of fraud, 

corruption, theft, and misadministration where these dishonest acts subsist.  

The Group’s Crime Prevention Strategy will continue to focus upon the physical and electronic security 

of premises and business operations at post office outlets, agencies and pension pay-out points, as 

well as the current focus on products, systems and processes which are targeted by criminal and 

dishonest elements.   

The deployment of the Crime Prevention Strategy will be Business Unit specific to reinforce the current 

strategies relating to: 

 The prevention of fraud, theft and corruption across all Business Units 

 The Mail Violation Prevention Strategy 

 Regularization and managing the contracts of security service providers such as guarding 

armed response and CIT  

 The deployment of cost effective electronic security systems to reduce reliance on physical 

security and its associated cost and 

 The deployment of a dedicated project management focus with an increased level of crime and 

cause analysis, project evaluation and impact.  

Its zero tolerance approach towards crime is directly in support of the National Crime Prevention 

Strategy (1995) of the South African Government and is deployed in close co-operation and partnership 

with other policing and intelligence agencies. 
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ANNEXURE A: REVENUE RETENTION INITIATIVES TIMELINES  

Theme: Revenue Growth and Diversification 

Theme Initiatives: Revenue Growth Initiatives.  These are all the non-traditional initiatives aimed at growing revenue.  

         The initiatives will require investment in infrastructure and require time before they can generate revenue.   

         Note: Month is from project start date, not month 1 of financial year.  Exact timeframes can only be commited to after SAPO’s 

          funding requirements have been met. 

 Month 

 1 2 3 4 5 6 7 8 9 10 11 12 

Rental of Masts             

Property Rental              

Revenue Share 
Agreements 

            

SAPO e-wallet             

Parcel Insurance             

Properties Co-
Development 

            

Open SAPO Initiative 
 
      Open Branches 
       Open Counters 
       Open Ports 
       Open Trucks 
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ANNEXURE B: TIMELINES FOR THE IMPLEMENTATION OF 

OUTSOURCING MODEL 

Theme: Cost Optimisation  

Theme Initiative: Outsourcing of non-core activities 

The implementation of the Outsource model will follow a phased approach.  Specific 

attention will be paid to ensuring that employees are not made worse off by their 

activities being outsourced and by the employee entering into a service provider 

relationship by the outsource arrangement.  Only activities approved by the Board for 

outsourcing will be considered for outsourcing. 

Note: Month is from project start date, not month 1 of financial year.   

Activity Month 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 

1. Identify the business processes that can be 
outsourced (clear objectives and realistic 
expectations and business value add) 

              

2. Develop a business case and costs (effective 
outsourcing model).  

              

3. Financing model.                

4. Develop a business and service model (SLA / 
standards) and clearly state the end product and 
the deadline as well as the necessary resources 
(Governance model).  

              

5. Develop an incubation and coaching programme.                

6. Identify affected employees.                 

7. Assess employees for business acumen and 
entrepreneurial skills. 

              

8. Implement an incubation and coaching 
programme. 

              

9. Consultation with employees               

10. Set up the business and supporting entrepreneur.                

11. Manage contract.                

12. Understand and actively manage the risks (risk 
management process).  

              

13. Monitor and evaluate progress Ongoing               

14. Objectively measure and track the benefits. after 
12 months 
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ANNEXURE C: REVENUE DIVERSIFICATION INITIATIVES 

Retail Customer Centred New Revenue Initiative 

  

 SAPO Wallet (electronic mobile money transfer) 

There are currently several money transfer products known as e-wallets, 

offered primarily by large commercial banks.  The limitation of these products 

is that one must be a client of a specific bank.  SAPO has the opportunity to 

offer an e-wallet product without the requirement of a bank account.  This 

offering would be based on a cloud based white labelled e-wallet technology 

from a third party vendor.  The required investment over a three year period will 

be R 13,8m for capex and R 6m for opex.  Conservatively estimated this 

investment is expected to generate R 16m per annum. 
 

 

E-Commerce  

WAREHOUSING AND DISTRIBUTION FACILITIES FOR ONLINE RETAILERS 

Online retailers such as Takealot.com, 

Zando, Spree, YuppieChef etc. require 

warehouses to store goods that are sold online.  These retailers however face a 

challenge in that their warehouses are 

largely in urban areas located in 

Johannesburg, Cape Town and Durban, 

however their customers come from all 

parts of the country.  Figure 1 shows the 

distribution of e-commerce sales 

throughout the country.  As the e-

commerce market grows at the forecast 

20% per annum5 demand for additional 

warehouse space, particularly in outlying 

areas will increase and the online retailers will face a challenge of how to meet this 

demand cost effectively.    

This situation presents an opportunity that SAPO is uniquely positioned to fill, with its 

extensive footprint and reach into areas where  the majority of online retailers do not 

have a presence.  SAPO has 17 warehouses, 854 depots, 25 Mail Centres, in all parts 

of the country, ranging from urban metropoles to rural towns.   SAPO also has access 

to the apron at OR Tambo and the cargo facility Dube Trade Port in Durban, both 

facilities offer a significant benefit of being able to expedite the movement of goods in 

or out of South Africa, which can reduce delivery delays for items bought online that 

require international shipment.   due to the global and local trend of declining mail 

volumes, the depots and mail centres have un-utilised space that can be converted 

into warehousing space at minimal cost, therefore SAPO can currently offer an online 

                                            
5 Who Owns Whom Courier Activities Report 2017, Siccode 75120.  

Figure 5: Geographical Distribution of Ecommerce Sales 
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retailer an extended foot print through its existing facilities. Thereby further expanding 

the warehousing footprint that SAPO can offer online retailers.   

This places SAPO in a strong position to offer a warehousing solution to online retailers 

in South Africa that no other company can do, since SAPO has infrastructure in parts 

of the country that few other company have.  Along with the warehousing capability is 

the logistics capacity to distribute to and from the warehouses that already SAPO has 

in order to operate its mail business.  This distribution capability will be made available 

to the online retailers, allowing them to expand their reach into areas where other 

companies do not go.   

 

Required Investment 

SAPO would use its existing infrastructure to provide services to this market. The 

required investment would be in warehouse management and fleet management 

systems.  SAPO already uses SAP for managing DTT warehouses, SAPO would 

require configuring SAP for managing warehousing for online retailers.  Investment in 

a fleet management system would be required.  SAP also has a fleet management 

module which would need to be configured for this purpose. The costs of acquiring a 

fleet management system in the market are approximately between R 1,8 million and 

R 8 million for installation for a fleet of 560 vehicles and an annual operating cost of R 

1,4 million.    

 

E-COMMERCE FOR SMES 

There are over 2 million SMEs in South Africa with over 600 000 being in the formal 

economy6.  Many of these SMEs’ growth is however constrained by their inability to 

access markets outside of their local areas.  For SMEs the challenge with taking their 

business online is the lack of an end-to-end solution.  SAPO is in a unique position to 

offer SMEs an end-to-end e-commerce solution that will enable them to take their 

business online with minimal effort on their part.  SAPO will not only provide the Online 

Mall where the SME can sell their goods, but also partner with a web-site design and 

development company, to create and manage the actual website.  SAPO will also 

manage the payment gateway to process payments on the site for the SME.  SAPO 

will also be able to provide warehousing and logistics services, using its extensive 

infrastructure.  Part of the package will include a call centre for the SME’s clients to 

log calls if they have problems with the product or delivery.  SAPO will provide 

inventory management, reverse logistics and  a tracking capability to the SME’s end 

customers.    

 

 

 

                                            
6 The Small, Medium and Micro Enterprise Sector of South Africa, Research Note No 1, 2016.  Bureau 
for Economic Research 


