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Vision

Broadcasting For Total Citizen Empowerment

Mission

To be a people centred, content driven, technology enabled, strategically focused and
sustainable public service broadcaster

Corporate Values

w Conversations and partnerships
w Restoration of human dignity

w Building a common future
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PUBLIC SERVICE MANDATE

The mandate of the South African Broadcasting Corporation (SABC), as a public broadcaster,
is embedded in legislation as well as Regulations, Policies, Codes of Conducts and Licence
conditions, among others:

1 The Constitution of the Republic of South Africa, 1996

1 Broadcasting Act, 1999 as amended

1 Independent Communications Authority of South Africa Act, 2002 as amended

1

Electronic Communications Act, 2006

The mandate for the SABC is set out in the White Paper on broadcasting (1998) and in the
Broadcasting Act (No 4 of 1999). The obligations arising from this are encapsulated in
licence conditions for its television channels and radio stations as well as Regulations
determined by the Independent Communications Authority of South Africa (ICASA). In terms
of its legislative Charter, the SABC is charged with meeting the broadcasting needs of all
South Africans and broadly obliges the corporation to:

I Ensure access of its services to all citizens throughout the country;

1 Inform, educate and entertain;

1 Make services available in all official languages;

1 Reflect both the unity and diverse cultural and multilingual nature of South Africa and all
of its cultures and regions to audiences;

Provide programming for children, women, youth and people with disabilities;

Broadcast national, developmental and minority sports;

Develop talent and showcase South African content; and

= =4 A -

Provide independent news of high quality standards.

In executing its mandate, the SABC is also guided, among others, by:

Public Finance Management Act (PFMA), 1999 as amended;
Companies Act, 1973 as amended;

Shareholder Compact and Materiality Framework; and

= =4 a4 -

King Report on Corporate Governance for South Africa
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1. Executive Summary

Over the past twenty four months, the SABC has faced a severe crisis characterised by
lack of leadership, breakdown of governance structures and inadequate executive
capacity resulting in the Corporation posting a R910 million loss before income tax for the
year ending 31 March 2009.

In an effort to contain and minimise this crisis, the Minister of Communications appointed

the Interim Board to stabilise the SABC as a going concern and Parliament commissioned

the Auditor-Ge ner al of South Africa (AAGSAO0) to conduct
of financial irregularities and other mismanagement. Despite the austerity measures

introduced by the Interim Board to contain costs and improve commercial revenues, the

SABC continued to experience |liquidity challenges
honour its payment commitments to South African Independent Producers and

International programme suppliers, among others. Subsequently, the SABC was granted

a R200 million allocation in terms of the Adjusted Estimates of National Expenditure

followed by a Government Guarantee of R1.473 billion as security against medium-term

funding that the Corporation secured with Nedbank.

In January 2010, the new Group Chief Executive Officer (GCEO) and Board assumed
office of the Corporation, in the words of the Interim Board Hand-Over Report, in a state
of financial crisis which is a symptom of a long-term capacity and governance crisis. The
new Board and GCEO are mandated to develop and implement a Turnaround Strategy

that will ensure future sustainability of the SABC as a Public Broadcaster.

This MTEF period, therefore, marks the beginning of the development and
i mpl ementation of the SABC6s Turnaround Strategy,
introduced by the Interim Board in the last quarter of 2009. The Board and GCEO have

adopted a 3-Phased Turnaround strategy for the Corporation:

1 Phase 1: Stabilise the Corporation as a going concern (FY10/11);
1 Phase 2: Rebuild and re-align operating business model (FY11/12); and
1 Phase 3: Implement sustainable public service broadcasting model.

In arriving at this approach, the SABC considered environmental factors that may
positively or adversely affect implementation of strategic imperatives within each phase,

among these, the:

1 Public Service Broadcasting (PSB) Bill;
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1 Regulations regarding the extent to which Subscription Broadcasting Services must
carry the television programmes provided by the Public Broadcasting Service
licensee (AMust Carry Regulationso);
Regulations of Sport Broadcasting Rights; and

Digital Migration Regulations

Despite these policy, regulatory, competition and macro-economic uncertainties, this
Corporate Plan outlines the key strategic initiatives and Key Performance Indicators that
the SABC will pursue and deliver on during FY10/11.
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2. Media and Broadcasting Landscape

The South African economy is on track for a sub-par recovery this year. Preliminary
trends confirm both the demand and supply sides of the economy are on the mend. The
growth baton should pass to household consumption expenditure in 2010 Q2.
Government will sustain a firm expenditure profile this year; however, economists expect
growth in capital formation to ease by mid 2010 and consumption growth to recede in
2011.

Spending on durable goods rose at an annualised rate 0.5% in the latest Quarter of 2009,
the first positive growth since the Q1 2008, while outside of the lower real spending on
clothing and footwear, almost all other components of semi-durable goods recorded
positive quarter-on-quarter growth rates in Q3 of 2009. This suggests that the interest rate
cuts since last year are finally starting to filter through to household consumption
expenditure. The impact of lower interest rates is likely to continue to be felt into 2010, but
the support provided by monetary policy will to some extent be offset by the already near
one million job losses in the last three quarters, along with weak but improving levels of
consumer confidence as we head into 2010. While consumer confidence edged up
slightly to +6% in Q4 2009, from +1% a quarter earlier, and is well off lows of -6%
witnessed in the middle of last year, the recovery in confidence is likely to be slow and
economists anticipate that much of the interest rate relief seen over the past year will go
towards household balance sheet deleveraging rather than a significant increase in

spending.

In 2010, we expect household consumption growth to be positive again once the labour
market stabilises, but a return to the credit-led spending binge of mid-decade is unlikely to
materialise, not least because of the time needed to rehabilitate debtors who have fallen
behind in payments during the economic downturn, but also because the National Credit

Regulator (NCR) prevents some of the more aggressive lending practises of the past.

While household spending remains under pressure, government consumption spending is
likely to continue providing a buffer to the economy. In Q3 2009, government
consumption expenditure jumped by an annualised quarterly of 7.5% from just 0.8% a
quarter earlier. This mainly reflects higher spending on wages, the acquisition of military
aircraft and spending on core focus areas such as social services. While the latter may be
a reflection of the governmentds push to i mprove

seen whether this push can be sustained.

The SABC experienced challenges in 2009 with regards to meeting its financial targets

set against budget. This was evidenced by the decline in advertising and sponsorship
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revenue. This decline impacted negatively on the funding of operations and increased

inability to pay suppliers for goods and services rendered.

2.1 Economic Overview

All Media Ad spend is projected to grow by 4% in 2010, mainly driven by the marginal
increase in Retail Sales underpinned by the upcoming FIFA World Cup. 2011 Ad spend is
projected to grow by 0.7% and at an average of 8% from 2012 onwards.

1 Household Consumption Spend projected to grow at 1,2% in 2010 vis-a-vis a 3.1%
decline in 2009 and thereby 3% average from 2011 onwards;

Retail Sales projected to increase by 4.2% in 2010 vis-a-vis 2009 largely;

GDP projected to marginally recover showing a 1,5% growth as compared to a 2,4%
decline in 2009. Recovery driven the Fixed Capital Expenditure projects from
Government and Parastatals;

T CPI X is expected to be wit6%targettrdnge inR2Z81Wer ve Bank
(subject to the range being maintained) thus further putting pressure on Media
Inflation; and

1 Media Inflation is projected at 12% in 2010 and 6% from 2011-2014. The 12%
increase in 2010 is mainly driven by the projected Ad Spend growth underpinned by
the FIFA World Cup.

2.2 Industry Outlook

Television Audience Performance: Despite the many uncertainties, management and
Board disruptions surrounding the SABC over the last few years, the expansion of the
transmitter network and the emergence of a growing South African middle class have
ensured that the SABC has maintained its audience ratings over the last five years. In
2004, the SABCO6s audience shar 0092010 204dthis adul t s w
figure has remained a stable 63%. This follows an intense competition for audiences after
the SABC made significant gains from the closure of M-Net 6 s Open Ti me window i
2007 and the subsequent extension of multichannel subscription television services to

middle income segments of the population.

Radio Audience Performance: At 64.8% share of listening nationally (down from 71.8% in
2006) , the SABCOs network of 18 radio stations s
are |listening |l ess to radio and the SABCO6s PBS pc
since 2008. With the South African population increasingly younger and wealthier, SABC
radio will need to be optimally positioned to capture this demographic and continue to

address all segments of the South African population.
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Advertising Revenue: According to the Price Waterhouse Coopers media outlook report
for 2009 i 2013, a decline of 3% on Global Advertising in 2010 is projected, mainly
attributable to the persistent economic downturn which restricts consumer spend. This is
expected to recover in 2011. Television, radio and other media is expected to decline
further in 2010. Internet (Wired and Mobile) is the only medium which is expected to grow
in 2010. Slight recovery is expected in 2011. Ad spend in South Africa is projected to
grow by 4% mainly driven by Consumer Spend which is driven by hosting the FIFA World
Cup. Other regions are projected to decline by an average of 3.1%. While Ad spend is
projected to grow in South Africa, that growth will be driven by Television (18%) and
Internet (8%). Other Media types are projected to show a further decline i.e. Radio (-3%),
Outdoor (-2%), Print and Other Media (-2%).

2.3 Television Licences

The slowdown of the economy forced consumers to prioritise their spending in the

previous year. This affected the performance of the Audience Services division, in

particular the revenue generated through debt collection. Some other reasons that

negatively affected the performance of this division were amongst others:

1 Continued negative reporting on events at the SABC,;

T The Corporationdésdiiviiashiidni étsy ctool Ipeacyt itohne busi ness
1 The countrywide strike by Post Office employees; and

1 Publication of the Public Service Broadcasting Bill by the Department of

Communications.

However the Minister of Communications approved an 11% television licence tariff
increase effective from 1 August 2009. Although new licences were sold at the new tariff
of R250.00 per annum, the financial effect of the increase only started to be realised from
October 2009 onwards. When the tariff increase was announced the holders of TV
licences due for renewal in August and September had already been invoiced in line with

the previous tariff structure.

2.4 Programming Rights

The local content programme commissioning framework is expected to change with the
finalisation of the Intellectual Property regime. This will require the SABC to adapt its

policies and even more likely to review its operating model for television.

On International content and Sport rights, the regime has already changed as a result of
increased competition from the anticipated launches of On Digital Media (ODM) and

Super 5 Media (formerly Telkom Media). $Bis has
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mar ket characterised by output and volume deal s;

pickingé deals, thus the escalation of programmin

2.5 Policy and Regulations

A number of policy documents and regulatory regimes are due to be implemented during
the MTEF period, some of them having profound implications for the SABC. In
developing this Corporate Plan, the SABC has had to make a number of assumptions

around them, most importantly on:

1 Public Service Broadcasting (PSB) Bill: The PSB Bill seeks to replace the
Broadcasting Act and its proposals will have implications on the operational and
funding model of the SABC,;

1 Must Carry Regulations: These regulations, published by ICASA in 2008, compels
the SABC to make available its public service television channels to subscription
broadcasting services for free T imposing an onerous burden on the finances of the

corporation;

9 Digital Terrestrial Television (DTT) regulations: DTT regulations set out the roadmap
for the digital migration of broadcasting services in South Africa. Although the new
regulations published on 15 February 2010 are generally favourable to the SABC, the
proposed time frames for implementation and analogue switch-off will have severe

impact on the ability of the SABC to meet its universal access mandate;

1 Sports Rights Regulations: ICASA has released its decisions on the review of sports
rights regulations 7 which determines allocation of sporting codes to the National
Interest sports list and therefore should be carried by the public broadcaster. An
increase in the codes will have profound implications for the Corporation as the
current sports business model, as is the case with other public broadcasters, has

proved to be financially unsustainable;

1 Private Sound Broadcasting Licensees: ICASA plans to license new sound
broadcasting operators in primary markets (Pretoria, Durban and Cape Town). This
will increase competition in the radio sector and the SABC may lose listenership

share in these markets.

The SABC has not conducted a financial impact of the policy and regulatory framework
that is under consideration by the Department of Communications (DoC) and the

Independent Communications Authority of South Africa (ICASA).
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3. Medium Term Strategic Focus

The SABC6s strategic thrust for the MTEF period w
Strategy that builds on the austerity measures implemented by the Interim Board.
However, long term success of the Turnaround Strategy will not be realised without
fundamentally reviewing and changing the policy and legislative framework for public

broadcasting and the operational model of the Corporation.
3.1 Board Goals

Within this context, the Board adopted a set of Corporate Goals that informs the
Corporationés Str at e g iowcal plamsdoutisis MTEFepariod: and oper at i

Framework 1: Auditor General of South Africa (AGSA) Report and Capacity crisis

Auditor General of South Africa (AGSA) Report:

1. Address all outstanding issues
1 Delegate responsibility and set performance timelines (26 February 2010)

f Monitor and track &éclean upd process (31 Marct

Capacity crisis:

2. Executive leadership
1 Ensure competent, professional leadership cadre (30 June 2010)
3. Human Capital
1 Ensure competent, professional leadership cadre (30 June 2010)
1 Complete skills audit (30 March 2010)
1 Complete strategy-based structure (30 April 2010)
1 Implement new structure in phased responsible manner, in consultation with all
parties concern
o0 Review and amend Key Performance Indicators

0 Achieve 20% saving on human capital costs

Framework 2: Governance and Finance

Governance:

4. Improve reporting quality
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5. Create an effective performance management system i review and amend existing
contracts (30 June 2010)

6. Adherence to performance-based contracts 1 require accountability and
consequences for non-delivery

7. Ensure appropriate risk management system for SABC with emphasis on
procurement, including SABC archives

Finance:
Develop and approve appropriate remuneration and reward system
Financial targets must exceed Government Guarantee thresholds to take account of
servicing the debt

10. Zero-based budgeting (implementation, 1 April 2010)

11. Manage liquidity
1 Set Key Performance Indicators at all levels against Government Guarantee

thresholds (1 April 2010)

1 Set cost-to-revenue ratios per division (1 April 2010)
1 Restore cost containment across all divisions

12. Create an effective performance management system i review and amend existing
contracts (30 June 2010)

13. Adherence to performance-based contracts 1 require accountability and
consequences for non-delivery

14. Ensure appropriate risk management system for SABC with emphasis on

procurement, including SABC archives

Framework 3: Operations

15.

Consistent, demonstrable improvement in the quality of and demand for SABC
programming
I Optimise audiences and commercial revenues
0 Set and monitor progressively improving corporate, divisional and unit
KPIl 6s t o ensur e st e ad-pir andnpnm-screea me nt
programming quality, responsive to audience needs and ensuring

sustainability and, where appropriate, profitability

f Focus on SABCds primary soci al contributi

content and appropriate foreign programming
0 Set and monitor divisional and unit KPI 6 s -dstablish the SABC as a
consistent, reliable, credible and independent provider of news, current

affairs and information programming
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0 Set and monitor di vi si establish tkenSABCu n i t KPI 6
content platforms as national icons, accurately and entertainingly
reflecting South Africans to themselves and each other, and enhancing
their understanding of their society
o Develop a clear Sports and Recreating programming policy
A Establish KPloés governing acquisition
0 Acquire cost effective, appropriate and appealing foreign content
A Establish KPI&ds governing acquisition
16. 2010 FIFA World Cup
1 Optimise on-screen and on-air value during 2010 broadcast.
1 Develop KPIO&ds in relation to 2@éw and eva
to improve in 2014
17. 2011 Local Government Elections
1 Ensure balanced, fair and equitable coverage
18. Digital Terrestrial Television (DTT) Migration
1 Create a complete and self-cont ai ned O6SABC Universed easil)
appealing to all South Africans, and to optimize access and affordability to DTT
1 Develop on an integrated and comprehensive DTT strategic plan, incorporating
KPl 6s for the following:
0 Technological competence and innovation, taking the lead in multilateral
forums
o Innovative, understandable marketing, responsive to public needs
o0 Creative channel conception and development and content production
and procurement responsible to the informational , recreational,
educational and cultural needs of all South Africans
0 Innovative revenue strategies appealing to the advertising industry, to
optimize the Corporationds revenues duri nq

the base of a full spectrum, audience driv

Framework 4: SABC Stakeholders

19. Re-establish relationships of trust and confidence with all stakeholders
i The broad and interlocking South African public, the Shareholder,
advertisers, content suppliers, organized labour (trade unions and staff
associations) and audiences
20. Rebuild staff morale
1 Ensure creation of a production, professionally satisfying working

environment in which performance is recognized and equitably rewarded, to
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restore pride and loyalty to SABC staff as contributors to a nationally

acknowledged South African asset

21. Develop and implement proactive regulatory strategy

22.Strengthen the Corporationds relationshi

3.2 Key Focus Areas:

In line with the Corporate Goals and external environmental factors, implementation of the

Turnaround Strategy will be in three phases:

3.2.1 Phase 1: Stabilise

The core focus of the Turnaround Strategy for FY10/11 is to stabilise the SABC as a

going concern. This phase aims to ensure that the Corporation meets its public service

mandate whilst complying with the Government Guarantee Conditions.

Key Performance Indicators for the period are:

Key Performance Area

Key Performance Indicator

f Maintain television network audience share at 64%, all adults

during performance period

Grow share of radio advertising revenue from 44% - 46%

Audience
1 Grow share of radio listenership from 64.8% to 66%, all adults,
average weekly
Mandate 1 Comply with ICASA license conditions for each service
1 Regain share of television advertising revenue from 43% to 48%
] ] 1 Increase television licence revenue from R970m to R1.0bn
Financial
il
l

Key Performance Area ‘

Operations

Increase revenue from new media and alternative sources by 2.0%
Key Performance Indicator

1 Implement interim organisational structure (address wage bill
efficiencies)

1 Review operating and business models

o Content Enterprises operating model

o0 News business model

0 Sport business model

1 Review digital broadcasting strategy
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3.2.2 Phase 2: Rebu

ild

The rebuild phase will be concentrated in the FY11/12. During this period, the strategic

thrust will be on re-al i gni ng the Corporationds operating

digital broadcasting. Key fo

cus areas will be development and implementation of a new

organisation structure and revised business models for News and Sports divisions.

Key Performance Indicators fo

Key Performance Area

r the period:
Key Performance Indicator

Audience during performance period
1 Maintain share of radio listenership at 66%, all adults, average
weekly
Mandate 1 Comply with ICASA license conditions for each service
1 Grow share of television advertising revenue from 48% to 52%
Financial 1 Increase television licence revenue from R1.0bn to R1.03bn
1 Grow share of radio advertising revenue from 46% to 48%
1 Increase revenue from new media and alternative sources by 2.0%
1 Implement new organisational structure (reduce headcount and
wage bill)
o Skills audit
0 Human resources plan
Operations 1 Implement revised business models
o News and Current Affairs
0 Sport
1 Ensure business process are aligned to future multi-channel and
multi-platform digital broadcasting environment
3.2.3 Phase 3: Sustain

The thrust of

phase aims to ensure that

the Corporationés Turnaround

the SABC will have in place a sustainable public service

broadcasting model for the future.
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Key Performance Indicators for the period:

Key Performance Area ‘
1

Audience

Key Performance Indicator
Maintain television network audience share at 64%, all adults
during performance period
Maintain share of radio listenership at 66%, all adults, average
weekly

Mandate

Comply with ICASA license conditions for each service

Financial

Maintain share of television advertising revenue from 52% to 55%
Increase television licence revenue by 2%
Maintain share of radio advertising revenue at 48%

Increase revenue from new media and alternative sources by 2%

Al = =4 =4 =4 =

Operations 1

Implement new organisational structure (reduce headcount and
wage bill)
o Skills audit
0 Human resources plan
Implement revised business models
o News and Current Affairs
o Sport
Re-align business process to multi-channel and multi platform

digital broadcasting environment
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4. Business Strategy: FY201071 FY2011

The SABCd6s <core business strategy for the FY10/ .
Corporation to that of a going concern. Concurrently, the SABC will have to be cognisant
of predictions that 2010 will fundamentally change the media landscape as a

consequence of technological changes, particularly, digitisation.

On the positive side for the SABCbs strategic ap
recent study’ by t he Del oitte Touche Tohmat subs Gl obal
Telecommunications (TMT) Industry Group. The TMT study concludes that in 2010, and

for few years ahead, most video and audio content will continue to be consumed linearly

ithat i s, according to broadcastersd programming

over 90 percent of all television watched and over 80 percent of all audio content

consumed will be via traditional broadcast i that is, linear will prevail despite the

proliferation of new technologies and digital services, such as digital video recorders

( DV R 6 s-per-view,aop-demand television, podcasts, and online music services, all of

which permit viewers and listeners to consume content in a non-linear manner.

For the SABC, this means the Corporation needs to continue its focus on creating content
that is relevant for the core markets (linear television and linear radio) whilst at the same
time, identifying potential opportunities for exploiting content on new media platforms that
will deliver additional value in terms of audiences and revenues as the media market

continues to evolve.

! Media Predictions 2010, Deloitte Touche Tohmatsu, Global Technology, Media and Telecommunications (TMT)
Industry Group
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4.1 News and Current Affairs Division

The News and Current Affairs division is the content provider for all the news and current

affairs programmes carried by the SABCo6s radio a
SABC News I nternat i on ahour(elsision newstchaenel. SMe®RLiH s 2 4

also delivered through a range of new media devices, such as mobile phones, and on the

web via sabcnews.com.

Key Performance Indicators: News and Current Affairs Division

Key Performance Area Key Performance Indicator ‘

1 Comprehensive coverage of events and programmes of national
importance
i Set the news agenda through reporting news and current affairs
from a developmental agenda:
0 Public value research

. o 0 Media monitoring
Restoring credibility of

i Become a credible source for stories about South Africa and the
SABC brand

continent
1 Present user generated content on:
0 Special slots in programmes
o Citizen blogs on sabcnews.com
I Take the lead in determining perceptions of South Africa as 2010

FIFA World Cup host by carrying special news programming

1 Achieve wage hill efficiencies by reducing wage bill from 70% to

) ] 60% of operating costs.
Review business _ _ . . _ _
del 1 Use international partnerships to mitigate reduced international
mode
presence

1 Re-align structure against strategic outputs and aligned to workflows
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4.2

The

SABC©O6s

public service mandate is primarily

Public Broadcasting Services Division

Services (PBS) division, which houses both radio and television. The strategic intent for

PBS radio and television is to mobilise and engage the nation through content that drives

social consciousness, influences citizens to trust, connect, make informed choices, and to

act collectively in addressing social, political, and economic challenges.

The PBS radio portfolio comprises of 13 national radio stations and 2 regional services,
XK FM and TrueFM, whilst the television portfolio consists of SABC 1 and SABC 2.

Key Performance Indicators: Public Broadcasting Services Division

Key Performance Area ‘

Key Performance Indicator

1 Implement audience-centric programming strategy that protects
existing audiences and listeners:
Audience o Grow PBS radio listenership share from 55% to 58%
0 SABC 1, 34% all Adults audience share during prime time
0 SABC 2, 19% all Adults audience share during prime time
9 Deliver on all mandate requirements in terms of ICASA licence
conditions, SABC Charter and Broadcasting Act
1 Improve Universal Access through installation of low power
Mandate transmitters to reach 5 million South Africans without access to
SABC radio and TV
0 91% reach for PBS radio
0 91% reach for SABC 1
0 92.5% reach for SABC 2
9 Drive cost efficiencies and balance mandate delivery with
commercial imperatives
Financial o Revenue: R2.87bn

0 Expenditure: R1.47bn
o Profitability: R21.4bn
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4.3

As

Public Commercial Services Division

commer ci al arm of t he SABC, Publ ic

objective is to be a strong profit based operation that delivers substantial revenue streams

for the Corporation whilst providing quality, entertaining, and engaging premium content

which resonates and connects with their target audiences.

The Public Commercial Services (PCS) division is made up of 3 commercial radio
stations (METRO FM, 5FM and Good Hope FM) and 1 Television channel (SABC3)

Key Performance Indicators: Public Commercial Services Division

Key Performance Area ‘

Key Performance Indicator ‘

1 Implement audience-centric programming scheduling strategy that
protects existing audiences on television and grown radio
Audience listenership:
o Grow total PCS radio listenership share from 13% to 14%
0 Grow SABC 3 audience share from 14% to 16% during
prime time
9 Deliver on all mandate requirements in terms of ICASA licence
conditions, SABC Charter and Broadcasting Act
1 Improve Universal Access through installation of low power
Mandate transmitters to reach 5 million South Africans without access to
SABC radio and TV
0 57.2% reach for PCS radio
0 81.2% reach for SABC 3
9 Drive cost efficiencies and balance mandate delivery with
commercial imperatives
Financial 0 Revenue R1,2bn
o Costs R545,8m
o PBT R657m

Page 20 of 150

SOUTH AFRICAN BROADCASTING CORPORATION

Corporate Plan: MTEF 2010 - 2013

Co mme



4.4 Content Enterprises

Content Enterprisesd (CE) establishment in

content commissioning and acquisition with the aim of maximising the management of

content resources and attaining cost efficiencies, as well as meeting the organisations

BBBEE and industry development priorities.

Key in the support of the content houses was the establishment of the business support

areas within the division.

These areas are responsible for ensuring governance,

operational efficiency, and support of the core processes of the division. Content

Enterprises houses the Content Hub, Education, Religion, Sport and Business

Development units.

Key Performance Indicators: Content Enterprises

Key Performance Area Key Performance Indicator

1 Review and approval of Content Enterprises Business Model
0 SABC Sport Investment Strategy with associated funding
model
Review Business o0 New divisional long term strategy approved
Models 0 Revised and approved divisional strategy that eliminate
losses and inefficiencies in Sport
o Review and approval of Business Development business
model
1 Implement SABC IP Framework Policy
Intellectual Property o0 Implementation of SABC IP Framework Policy
Management 0 Media Rights regime implemented
0 Rights register in place
91 Increase revenue on alternative revenue streams by R20m
o Offer content on new media platforms
Financial o0 Exploit content and rights outside of SABC
Reduce cost of content budget by R100m
Reduce cost of rights by R50m against all rights acquired
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4.5 Technology

The Technology Division is the technology and engineering infrastructure solutions

provider

for

the SABCO6s content and business

infrastructure, facilities and resources to meet the corporate and business strategies of

the SABC

and

the requirements of the SABCO&s

From April 2010, the Technology division will take over responsibility for all IT services

within the SABC. All IT islands will be transferred to Technology (reporting lines and

budget) and then during the course of 2010/11 all the IT teams will be integrated into the

BIT team to create a single unified IT environment for the SABC.

Key Performance Indicators: Technology

Key Performance Area Key Performance Indicator

w Provide technical facilities and resources to meet the agreed

Provide technical
services for coverage
of the 2010 FIFA World
Cup

requirements of the production plans for on-air coverage on TV and
radio.
0 Achieve a SLA rating in excess of 90% for RBF and TV OBs
for coverage from 11 June to 11 July 2010 inclusive
0 Achieve in excess of 99.9% service availability for playout of
SABC TV channels as an average for the period from 11
June to 11 July 2010 inclusive
0 Achieve in excess of 99.9% service availability for playout of
SABC radio stations as an average for the period from 11
June to 11 July inclusive
Provide technical facilities and resources to meet the agreed
requirements of the plans for Fan Fests and PVAs
o No major service-impacting technical failures at Fan Fests
during 11 June i 11 July 2010 inclusive

Consolidate all IT
islands into a single

unified IT environment

Consolidated structure in place by 30 September 2010
o Achi 10% sav
consultant management budget by 31 March 2011

eve at | east a

Consolidate all signal
distribution and linking
costs into a single

business unit

Review all signal distribution and linking activities to determine
potential efficiencies
0 Achieve at least a 5% saving on signal distribution and
linking budget by 31 March 2011

Ensure day-to-day
operational
performance is

sustained

99.9% Service availability for SABC online and mobile services
99.9% Service availability for playout of SABC TV channels
99.9% Service availability for playout of SABC radio stations
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4.6 Audience Services

The core business of t heDivBisrBOdoptimselfdndimgodhe Ser vi ces
Public Broadcasting Service through the collection and management of television licence

fees, in order to enable the Corporation to fulf
broadcaster.

Key Performance Indicators: Audience Services

Key Performance Area ‘ Key Performance Indicator ‘
1 Achieve R1 billion cash collection target.
1 Collection cost ratio: 19%

Financial sustainability | § Opex ratio: 10%
1 Intensified debt collection on segmented debtors books,

rehabilitation strategy and legal action resulting in R322m gain

1 Improve and sustain performance of Divisional Contact Centres and
interaction points Performance levels of contact centres:
0 Inbound calls: 80%

Operational
o Correspondence: 25 days

efficiencies o _ _ _
1 Improve Divisional quality of customer interactions
0 Service level: 75%

o Implementation of quality step changes
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4.7 Commercial Enterprises

Commercial Enterprises is the Sales division of the SABC responsible for securing

revenue for the Corporation. This is achieved through the sales of our classic,

programmes and sport sponsorship advertising across all SABC radio and television

platforms. Though very small at this stage, there are also alternative revenue streams of

merchandising, mobile and digital.

Commercial Enterprises - in collaboration with other divisions within the SABC - is

strategically poised to manage all revenue generating operations new and old, thus

integrating and maximizing revenue streams for the SABC.

Key Performance Indicators: Commercial Enterprises

Key Performance Area Key Performance Indicator

Meet Fiscal 2010/2011

Revenue Target

1 Meetrevenue target of R 4.039bn at a cost of sales ratio of 5.5%

Sales and Trading

Strategy

Regain/grow market share 1 TV from 51.9% to 54%, Radio from
41.2% to 45%
Digital Media capture 2%

Trade Marketing

Key Performance Area ‘
Liquidate acquisition
cost FIFA 2010

1 Meetrevenue targeti R220m

Improve Sales Collateral strategy and planning
0 Quarterly industry Audit i 80% satisfactory score

Key Performance Indicator

Attract/develop

requisite skills

Enhanced skills base i improved performance to meet revenue
target

Recruit & select requisite skills: Appoint GM TV Sales; GM Finance;
Manager Marketing Services with 4 supporting staff

Manage Debtors Book

Debtors Days 60 days from 80 days
Manage credit notes i 30 days after invoice

Reduce government debt by 75%
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4.8 Human Capital Services

The role of Human Capital Services is to support
strategic ambitions and support to the business by developing and implementing human
capital related policies and strategies that ensure that: A P e o p th ¢he nght skills and
capabilities are available to pursue and contrib
strategic ambitions, in a safe, secure and harmonious environment which recognises

individual value and contributes to their personal developme nt and wel |l beingbo.

Key Performance Indicators: Human Capital Services

Key Performance Area ‘ Key Performance Indicator ‘
w 100% Skills Audit completed by March 2010
w SABC Learning Academy Concept approved by June 2010
_ w Ensure 80% achievement of the SABC Skills Plan by 30 June 2010
Learning and ) o ) .
w 80% of GE posts with minimum one successor identified by

Development ) ] o
December 2010 through the implementation of Leadership Pipeline

w 80% of succession candidates with development plans by 30 June
2010
w Establish the framework for the definition and classification of
Remuneration and General Managers specialists by June 2010
Benefits w I mpl ementation of specialist di

31 December 2010

Leave Benefits 1 By 31 March 2011 reduce by 70% the number of statutory leave

Management days in comparison with 01 April 2010 numbers

) i 1 Review the vehicle fringe benefit with a view of implementing a flat
Fringe Benefits

rate that will reduce the risk (Fraud and uncapped costs) to SABC by

Management
100% by September 2010

Employee Wellness w Conclude the appointment of preferred service provider and
measurement parameters by June 2010 to continuously monitor and
improve the health and wellness of employees

w Increase voluntary counselling and testing of HIV/AIDS by 10%

every quarter.

Employee Relations w Conclude recognition agreements with all three labour Unions by

end of April 2010 in order to regularise the interactions with Unions

w Negotiate and finalise new disciplinary code by August 2010 to
speed up and simplify resolution of Disciplinary cases within the
SABC

w Negotiate and finalise new grievance procedure by October 2010 to

speed up and simplify resolution of grievances within the SABC
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Key Performance Area ‘

Key Performance Indicator

Organisational w Completed a Workforce Planning by September 2010
Development w Review current Performance Management in line with Leadership
Pipeline strategies by July 2010
w Revised Employment Equity strategy and targets to be approved by
Board by 30 June 2010
4.9 Corporate Affairs

The image of the SABC and therefore its capacity to deliver on its public service mandate

and generate revenue hinges on its relationship with its stakeholders (which is internal &

external; domestic and international). It is therefore imperative for the SABC to invest

adequately in its image and stakeholder relationship management. Corporate Affairs

therefore exists within SABC as a support to ensure that the image of the corporation is

protected and the relationship with its stakeholders is at all times on good terms.

Key Performance Indicators: Corporate Affairs

Key Performance Area ‘

Key Performance Indicator

1 Stakeholder relationship management policy to be in existence

in June 2010

Stakeholder

1 By March 2011 have an MOU with GCIS on a commitment that

government will spend 10% of their adspend with SABC

relationship

management

1 Host a successful Commonwealth Broadcasting Association

Conference by April 2010

1 By March 2011 sign 3 MOUs with international partners on

technology, content exchange and training

91 Sign off by Board on top 10 key stakeholders based on the

stakeholder management plan by April 2010

Reputation/image

1 Integrate and consolidate public relations and communication

Communication and

Mobilisation

Management efforts on brand building by June 2010
1 Inform and create staff awareness on SABC Vision and
Corporate Strategy by May 2010
Internal 1 Evaluate the effectiveness of the communication tools for

information sharing and dissemination i by Sept 2010

1 Develop and create exciting staff events around the

organi sationés priority areas

i ongoing
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4.10 Corporate Affairs

The Corporate Services Division is the Head Office support services function, which

includes Corporate Human Capital Management, Group Finance, Legal Services, Internal

Audit, Company Secretariat, Strategy and Risk, Corporate Communications, Procurement

& Logistics and Regions.

Key Performance Indicators:

Key Performance Area

Strategy: Development

of Turnaround Strategy

Risk: Risk Management

Framework

Key Performance Indicator

1 Board approved turnaround strategy by June 2010

1 Board Approved risk management framework, June 2010.

Procurement, Supply
Chain Management

Policy

Logistics centralise
transport provision
across the SABC.

w Board Approved Supply Chain Management policy, with sanctions

for non-compliance by June 2010.

w Save 10% of budget in afterhours transport at year-end 31* March
2011

Regions, Increase cash

resources

i Collect all Rentals within 30 days of invoice and agree payment
terms with debtors older than two month, by May 2010.
Dispose all investment property by 31% March 2011

Corporate
Communications,
SABC Communication

Plan,

Board approved SABC wide communications plan, implementation

and success review by 31* March 2011
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5. Strategic Projects

51 2010 FIFA World Cup

South Africa won the bid to host the 2010 FIFA World Cup, a significant achievement for
South Africa and the African continent and enabling the SABC to become the official
broadcaster for both the 2010 and 2014 FIFA World Cup. The SABC programme plans

aref ocused on ensuring that the broadcaster i s eve

2010 FIFA World Cupo.

The Business Plan for the 2010 FIFA World Cup was approved in the MTEF 2009 i 2012
cycle, however, a detailed Project Plan will be presented to the Department of

Communications in March 2010.

5.2 2011 Local Government Elections

In 2011 South Africans will go to the polls and it is only a well-informed citizenry that can
properly exercise their democratic rights. The provision of balanced, fair, relevant and
interesting News by the SABC on an ongoing basis is key to this, but beyond that, it is
essential that the people of South Africa are fully informed of the entire election process

as it unfolds.

The SABC is the only organisation that is positioned to deliver news of the elections
together with voter education programmes, to all the people of South Africa in the
language of their choice. According to independent media analysis, the SABC is also one
of the media organisations that consistently deliver fair and balanced coverage of the
elections, both in the run up to the event and the actual voting and vote-counting days

themselves.

In order for the SABC to adequately deliver on its obligations, a massive technical
infrastructure is required together with expansion of its newsgathering and output
functions. In past elections, no other media organisation has come close to matching the
commitment or the investment in elections on the part of the SABC however, in the
context of the current funding model and broader economic conditions; it is no longer
possible for the SABC to make the type of financial commitment that has been made in
the past. The SABC wishes to recoup its expenditure on these elections and will present
its Election Plan and request for funding assistance estimated at R15m to the Department
in March 2010. The funding request, if granted,

current financial position.
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5.3 Digital Terrestrial Television

In 2005 the Minister of Communications convened industry workgroups to look at the
opportunity for South Africa to migrate to digital broadcasting in order for the country to

benefit from what is called the 6digital dividend

The SABC is committed to working together with Government and all stakeholders to
facilitate the migration to DTT. The dual illumination period will be imperative in
encouraging citizens to purchase STBs to enable the analogue switch off. This though is
costly to the SABC, which will not be able to recover costs of programming being

broadcast on DTT until approximately five million households have made the switch.

In the September 2009 Revised Corporate Plan for MTEF 2009 i 2012 submitted to the
Department of Communications (DoC), the Interim Board indicated that a request has
been made to management to review the DTT Business Plan. In December 2009,
management submitted a revised DTT Business Plan to the Interim Board for approval;

however, the Interim Board deferred decision to the incoming Board.

Following publication of DTT Regulations by ICASA on 15 February 2010, management is
in the process of reviewing the DTT Business Plan before resubmitting to the Board and
the Department for approval.
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6. Financial Plan

6.1 Introduction

SABC experienced challenges in 2009 with regards to meeting its financial targets set
against budget. This was evidenced by the decline in advertising and sponsorship
revenue. This decline impacted negatively on the funding of operations and increased

inability to pay suppliers for goods and services rendered on time.

SABC also faced management challenges with most of its critical vacancies not filled.

This impacted negatively on the operations as well as good governance requirements.

Positively SABC has achieved the following:
1 Government Guarantee of R1,4 billion;
1 Stable schedule at 95%;

1 Contained costs in certain divisions; and
1

Successful execution of National Elections and Presidential Inauguration.

6.2 Economic Outlook

The South African economy is on track for a sub-par recovery this year. Preliminary

trends confirm both the demand- and supply sides of the economy are on the mend.

While household demand remains frail and debt reduction continues, real income gains
and normalised working hours will translate into firmer spending from Q2 onwards. Supply
dynamics have improved | argely on the back of st
counterparts, which will underpin growth in 2010 H1. The growth baton should pass to
household consumption expenditure in 2010 H2. Government will sustain a firm
expenditure profile this year; however, economists expect growth in capital formation to

ease by mid-2010 and consumption growth to recede in 2011.

Spending on durable goods rose at an annualised 0.5% q/q in the latest Quarter of 2009,
the first positive growth since the 1Q 2008, while outside of the lower real spending on
clothing and footwear, almost all other components of semi-durable goods recorded
positive g/q growth rates in Q3 of 2009. This suggests that the interest rate cuts since last

year are finally starting to filter through to household consumption expenditure.
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The impact of lower interest rates is likely to continue to be felt into 2010, but the support
provided by monetary policy will to some extent be offset by the already near one million
job losses in the last three quarters, along with weak but improving levels of consumer
confidence as we head into 2010. While consumer confidence edged up slightly to +6 in
Q4 2009, from +1 a quarter earlier, and is well off lows of -6 witnessed in the middle of
last year, the recovery in confidence is likely to be slow and economists anticipate that
much of the interest rate relief seen over the past year will go towards household balance

sheet deleveraging rather than a significant increase in spending.

In 2010, we expect household consumption growth to be positive again once the labour
market stabilises, but a return to the credit-led spending binge of mid-decade is unlikely to
materialise, not least because of the time need to rehabilitate debtors who have fallen
behind in payments during the economic downturn, but also because the National Credit
Act prevents some of the more aggressive lending practises of the past. While household
spending remains under pressure, government consumption spending is likely to continue
providing a buffer to the economy. In Q3 2009, government consumption expenditure
jumped by an annualised quarterly 7.5% from just 0.8% a quarter earlier. This mainly
reflects higher spending on wages, the acquisition of military aircraft and spending on

core focus areas such as social services.

6.3 Growth Outlook

All Media Ad spend projected to grow at 4% in 2010, mainly driven by the marginal
increase in Retail Sales underpinned by the upcoming FIFA Soccer World Cup. 2011 Ad

spend projected to grow at 0.7% and at an average of 8% from 2012 onwards.

1 Household Consumption Spend projected to grow at 1, 2% in 2010 vis-a-vis a 3.1%
decline in 2009 and thereby 3% average from 2011 onwards;
Retail Sales projected to increase by 4.2% in 2010 vis-a-vis 2009 largely;
GDP projected to marginally recover showing a 1, 5% growth as compared to a 2, 4%
decline in 2009. Recovery driven the Fixed Capital Expenditure projects mainly from
Government and Parastatals;

1 CPIX expected to be within the Reserve Bank 3%-6% target range in 2010 (subject to

range being maintained) thus further putting pressure of Media Inflation; and
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1 Media Inflation projected at 12% in 2010 and 6% from 2011-2014. The 12% increase
in 2010 mainly driven by the projected Ad Spend growth underpinned by the FIFA

Soccer World Cup. Economic indicators and plan assumptions are summarised in the

table below:
Economic Indicator 2007 2008 2009 2010 2011 2012 2013
GDP 5.1% 3.1% -2.4% 1.5% 3.6% 3.6% 3.4%
Household Consumption Exp(*) 7.0% 2.3% -3.1% 1.2% 3.4% 3.3% 3.1%
Retail Sales 7.1% 0.8% -8.1% 4.2% 2.2% 2.8% 2.8%
CPIX (%) 9.0%|  11.6% 7.1% 6.3% 6.8% 6.3% 6.0%
Prime Lending Rates(*) 14.5% 15.0% 10.5% 10.5% 11.0% 10.5% 10.5%
Media Inflation(MIW) 135%|  12.8% 9.8%|  12.0% 6.0% 6.0% 6.0%
All Media Adex Adspend (Rb)(#) 23.0 24.2 23.8 24.8 25.0 26.8 29.2
All Media Adex Adspend Growth % (#) 14.3% 5.2% -1.5% 4.1% 0.7% 7.5% 8.7%
(*) Source: Investec Economic Research Q1 2010
(#) Source: PWC Global Entertainment & Media Outlook
2009-2013 10 Edition Pg 74
***MIW: Media Inflation Watch
These indicators support the contention that disposable income in the core SABC audiences
should return to health in the year ahead and support growth in revenue.
The Minister of Finance gave the following outlook in his speech on 17 February 2010:
National Budget Assumptions
2009 2010 2011 2012
% % % %
Real Gross Domestic Product Growth -1.8 2.3 3.2 3.6
Real Household Consumption
Expenditure Growth -3.5 0.9 2.6 2.9
Real GCFC Growth 4 5.8 7.8 8.7
Current Account % GDP -4.3 -4.9 -5.3 -5.8
Consumer Inflation 7.4 6.6 7.3 6.5

The assumptions used by the SABC are slightly different to what has been tabled by the

Minister of Finance.

6.4 Industry Outlook

Price Waterhouse Coopers conducts a media outlook assessment annually. This assessment

details how all Media will perform in the next three years globally and in South Africa.

The summary of the next three year assessment is as follows:
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Media Outlook 2009-2013

2004 US 2005US $ 2006 US 2007 US 2008 US 2009 US $ 2010 US $ 2011 US $ 2012 US $ 2013 US $
$Millions Millions $Millions $Millions $Millions Millions Millions Millions Millions Millions

TV Subscriptions and Licence

Fees 134,396 146,286 158,598 172,843 186,065 191,753 198,861 214,064 233,522 252,330
EMEA-TV Subscription and

Licence Fees 53,923 58,460 63,150 68,737 74,290 76,142 78,263 82,748 89,443 96,672
Global TV Advertising _ 150,555 160,273 166,268 168,342 149,076 149,507 151,648 162,520 168,414
EMEA-TV Advertising _ 42,272 45,087 48,755 48,876 43,403 42,715 43,324 46,384 48,850
Advertising by Country-South

Africa 1,855 2,187 2,494 2,642 2,533 2,637 2,656 2,856 3,104
TV Advertising-South Africa _ 512 604 689 725 665 786 762 846 907
Terrestrial Advertising 35,277 37,148 39,332 42,053 41,637 36,510 35,600 35,716 38,078 39,876
Multichannel Advertising 4,647 5,124 5,755 6,702 7,239 6,893 7,115 7,608 8,306 8,974
EMEA-TV Advertising _ 42,272 45,087 48,755 48,876 43,403 42,715 43,324 46,384 48,850
Global Raido Market _ 46,527 48,561 49,831 48,724 45,455 44,376 44,488 45,495 47,137
Radio Advertising 7,026 7,419 7,831 8,182 7,871 6,941 6,528 6,469 6,604 6,888
Public Radio Licence Fees 9,570 9,873 10,065 10,368 10,507 10,737 10,955 11,056 11,115 11,367
EMEA Radio Market _ 17,292 17,896 18,550 18,378 17,678 17,483 17,525 17,719 18,255
Radio Advertising by Country-sJGGNTNES 187 212 235 254 241 233 235 244 266
Global Entertainment 1,206,676 1,287,476 1,373,941 1,408,950 1,354,068 1,359,495 1,411,788 1,506,409 1,613,173
Entertainment and Media Market- 444,387 473,419 508,003 522,403 502,934 503,230 521,152 554,791 595,791
Entertainment and Media Market- 4,356 5,121 5,671 6,249 6,477 6,928 7,437 8,382 9,467
Consumer/End User Spending - 1,758 1,887 2,001 2,100 2,113 2,153 2,243 2,378 2,523
Norminal GDP-EMIA 6.3 7.0 7.4 6.3 -0.2 2.7 4.2 54 5.8
Norminal GDP-Grow th -South Af 10.4 13.0 12.6 14.3 3.8 5.5 7.2 8.6 9.9
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Average Exchange Rate of R8.27 used to convert to the Dollar amount;

Data extracted from Price Waterhouse Coopers-Global Entertainment and Media Outlook 10"
Edition;

Advertising includes sponsorship revenues;

Terrestrial Advertising consists of advertiser spending on both terrestrial and multichannel
television; and

1 Advertising excludes agency commissions and discounts.

Global Advertising Spend
500,000

10%
@& Total Advertising Spend
$484,516 Growth %
$479,317 ¢— Growth %
480,000 +
60— 6%
L 5%
460,000 + $467,321
1%
$440,265
L 0%
_ 440,000 + <
E £
@ $421,087 -3% g
> $415,776 Io]
420,000
$409,873 t-5%
400,000 +
L -10%
380,000 -
360,000 t } } f f t L -15%
2007 2008 2009 2010 2011 2012 2013

The decline in 2010 on Global Advertising is mainly attributable to the persistent economic downturn
which restricts consumer spend. This is expected to recover in 2011.

Page34 of 150
SOUTH AFRICAN BROADCASTING CORPORATION
Corporate Plan: MTEF 2010 - 2013



Global AdSpend by Media Type
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Television, Radio and other media is expected to decline further in 2010.Internet (Wired and Mobile)

is the only medium which is expected to grow in 2010. Slight recovery is expected in 2011.

Global AdSpend Growth % by Regin
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Ad spend in South Africa is projected to grow by 4% mainly driven by Consumer Spend which is
driven by hosting the FIFA World Cup. Other regions are projected to decline by an average of 3.1%.
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SA AdSpend Growth
60%
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=—8— Total

While Ad spend is projected to grow in South Africa, that growth will be driven by Television (18%)

and Internet (8%). Other Media types are projected to show a further decline i.e. Radio (-3%), Outdoor

(-2%), Print and Other Media -2%.

6.5 SUMMARY OF PROJECTION

5,258,846 5,569,000 (310,154)

5,286,372 5,621,000 (334,628)

-27,526  (52,000) 24,474

(146,367) (176,000) 29,633

REVENUE 4,697,014 4,740,475 4,708,000
EXPENDITURE 4,692,750 5,587,363 5,032,000
PROFIT/(LOSS) BEFORE TAX AND

INTEREST 4,264 (846,887)  (324,000)
INTEREST EXPENSE/(LOSS) 56,929  (66,612) (86,000)
PROFIT/(LOSS) AFTER INTEREST 61,194 (913,499) __ (410,000)

(173,893)  (228,000) 54,107
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6.5.1

Television

SABC Television has maintained a share of revenue of the total SA market at between 37-
40% for the years 2006 to 2009.

7,000 —

6,000 —

5,000 —

4,000

Rand(Millions)

3,000 —

2,000 —

1,000 —

Television Revenue Market

2006

2007

2008

2009

Projection2010

O SABC TV Advertising
@ Total Advertising-South Africa

[BsABC TV Advertising

1,867

2,040

2,323

2,204

2,169

‘lTotaI Advertising-South Africa

4,995

5,698

5,996

5,500

6,500

Time

Television Adex Market Share April-Nov April-Nov  April-Nov

F2006 F2007 F2008 F2009 F2008/9 YTD F2009/10YTD  Growth
SABC1 221% 193% 17.0% 16.4% 16.5% 16.9% 0.5%
SABC2 18.0% 16.8% 16.5%  15.8% 16.4% 13.8% -2.5%
SABC3 17.3% 17.0% 17.1%  15.0% 15.0% 13.1% -1.9%
SABC TV 575% 53.0% 50.6% 47.1% 47.8% 43.9% -4.0%
ETV 19.0% 20.6% 20.6% 20.8% 20.7% 20.9% 0.2%
MNET 127% 12.0% 11.1% 9.8% 10.1% 9.0% -1.2%
DSTV 10.9% 144% 17.7%  22.3% 21.3% 26.3% 5.0%
Other TV 425% 47.0% 49.4%  52.9% 52.2% 56.1% 4.0%

6.5.2 Radio

SABC Radio has maintained a share of between 39%-44% of the total radio advertising in

South Africa. In the 2010 year SABC Radio appears to be growing its share of the market

despite the decrease in the total market available.
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Radio Advertising
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B SABC Radio Advertising
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O Radio Advertising -Total South 1753 1943 2101 1993 1927
Africa Rands
B SABC Radio Advertising 681 724 863 868 986
Fiscal Year

The budget approach has been to seek aggressive gain in share of TV Classical spend from
competitors particularly DSTV. This will result in significant growth for SABC. We need to
exclude the 2010 Soccer World Cup sponsorship in part from the future projections.
Consequently the future growth slows in 2012 fiscal. The aggressive recovery strategy

represents the most significant risk to achieving the budget.

6.5.3 DETAILED ANALYSIS

Actual 2008  Actual 2009 Projection 2010 Budget2011  GGC 2011 Variance  Variance

R' 000 R' 000 R'000 R'000 R'000 R'000 %
Advertising Revenue 3,186,255 3,071,896 3,045,129 3,331,446 3,501,000 169,554 5%
Sponsorship Revenue 380,199 448,190 447,234 669,401 607,000 -62,401  -10%
Trade Exchanges 45,681 50,380 145,844 96,290 99,000 2710 3%
Licence Fees 822,322 864,638 859,782 888,360 933,000 44640 5%
Government Grants 74,799 106,068 66,362 141,762 208,000 66,238  32%
Revenue: Content & Commercial Exploitation 44,812 62,744 60,043 57,642 84,000 26,358  31%
Other Revenue 142,946 136,558 83,606 73,945 137,000 63,055  46%
TOTAL REVENUE 4,697,014 4,740,475 4,708,000 5,258,846 5,569,000 310,154 6%

Television
Revenue is based on the following assumptions:
1 90% Schedule Stability will be adhered to by Television Channel Management;
1 Television monthly schedules will be released 3 months prior to Broadcast in order to
finalize rate and the distribution of printed rate cards to the Advertising and Media

Buying Industry;
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1 Radio Station Management guarantee non broadcast of Radio Spots to be kept at 1%

of total spots booked by Commercial Enterprises;

1 Spots booked (both Television and Radio) will be flighted according to the broadcast

log submitted by Commercial Enterprises; and

1 Delivery of stable audience ratings.

Classic
SABC1
SABC2

PBS Television
SABC3

Programme Sponsorship

SABC1
SABC2

PBS Television
SABC3

Religion Sponsorship
SABC1
SABC2

PBS Television
SABC3

Sport Sponsorship
SABC1

SABC2
PBS Television
SABC3

Total
SABC1
SABC2

PBS Television
SABC3

2010/2011
2009/2010 Growth Revised SAP
2009/2010 Budget Projection Var "R"  Var % % Budget
763,421,236 761,620,653 -1,800,582 0%  10% 837,779,766
748,053,056 725,903,720 -22,149,336 -3% 6% 768,746,558
1,511,474,292 1,487,524,374 -23,949,918 -2% 8% 1,606,526,323
657,072,814 599,282,926 -57,789,888 -9% 8% 647,225,560
2,168,547,106 2,086,807,300 -81,739,806 -4% 8% 2,253,751,884
0
156,481,698 126,659,557 -29,822,141 -19% 5% 132,965,274
88,888,381 85,022,390 -3,865,991 -4% 7% 90,973,957
245,370,079 211,681,946 -33,688,132 -14% 6% 223,939,231
90,147,378 68,937,925 -21,209,453 -24% 10% 75,831,717
335,517,457 280,619,871 -54,897,586 -16% 7% 299,770,949
- 962,346 962,346 0% 58% 1,522,024

- - - 0% o
- 962,346 962,346 0% 58% 1,522,024

- - - 0% -
- 962,346 962,346 0% 58% 1,522,024
0
118,971,158 135,531,373 16,560,215 14% 108% 281,297,865
12,877,119 13,644,632 767,513 6%  85% 25,260,754
131,848,277 149,176,005 17,327,728 13% 106% 306,558,619
9,091,302 8,927,448 -163,854 2%  47% 13,163,120
140,939,578 158,103,453 17,163,875 12% 102% 319,721,739
1,038,874,092 1,024,773,929 -14,100,162 1% 22% 1,253,564,929
849,818,556 824,570,742 -25,247,814 -3% 7% 884,981,269
1,888,692,647 1,849,344,671 -39,347,976 2%  16% 2,138,546,198
756,311,494 677,148,299 -79,163,195 -10% 9% 736,220,397
2,645,004,141 2,526,492,970 -118,511,171 -4% 14% 2,874,766,595

Page39of 150

SOUTH AFRICAN BROADCASTING CORPORATION
Corporate Plan: MTEF 2010 - 2013



RADIO

Total Radio
5fm 134,608,591 139,274,850 4,666,259 3% 6% 147,692,895
Good Hope 19,483,295 23,112,002 3,628,708 19% 6% 24,576,239
Metro 208,125,886 206,694,268 -1,431,618 -1% 6% 219,169,894
PCS Radio 362,217,772 369,081,121 6,863,349 2% 6% 391,439,028
TruFM 1,936,312 2,431,395 495,083 26% 6% 2,577,279
Ikwekwezi 9,972,269 12,656,457 2,684,187 27%  13% 14,269,354
Lesedi 77,276,188 77,687,574 411,387 1% 9% 84,560,593
Ligwalagwala 16,462,269 19,591,939 3,129,670 19% 11% 21,713,542
Lotus 15,740,738 15,503,737 -237,001 -2% 9% 16,847,562
Motsweding 52,699,176 51,747,611 -951,564 2%  10% 56,690,039
Munghana Lonene 13,386,837 14,816,906 1,430,070 11% 15% 17,061,590
Phalaphala 9,676,300 11,700,744 2,024,444 21%  12% 13,125,756
Radio 2000 2,411,662 2,392,666 -18,996 -1%  55% 3,706,489
RSG 77,597,294 71,862,531 5,734,762 -7% 7% 76,837,605
SAfm 16,515,158 17,462,555 947,398 6% 9% 19,090,294
Thobela 50,004,599 51,208,592 1,203,992 2%  10% 56,335,973
X-Kfm 41,833 93,742 51,909 124% 6% 99,366
Ukhozi 180,667,350 164,214,552 -16,452,798 -9% 8% 176,882,035
Umhlobo Wenene 85,893,256 84,352,767 -1,540,489 -2% 9% 91,960,951
PBS Radio 610,281,239 597,723,769 -12,557,470 -2% 9% 651,758,428
Total 972,499,012 966,804,890 -5,694,121 -1% 8% 1,043,197,457

Total Radio Advertising and Sponsorship Revenues are budgeted to grow at R126million and
13%. This is mainly driven by R20 million from the FIFA World Cup Sponsorship. Budgeted
growth excluding the impact of the FIFA World Cup is 11% whilst the PWC Global Media and

Entertainment estimates the overall decline of 3% in SA Radio.

6.6 Television Licence

The slowdown of the economy forced consumers to prioritise their spend in the previous year.

This affected the performance of this division in particular the revenue generated through debt

collection. Some other reasons that negatively affected the performance of this division were

amongst others:

1 Continued negative reporting on events at the SABC;

T The Corporationo6s i n a boalldctiort business pagnaryontilhee Di vi si on
1 The countrywide strike by Post Office employees
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Actual % Change Actual % Change Projection % Change Budget V1

2007/08 08 vs 09 2008/09 09 vs 10 2009/10 10vs 11 2010/11

R'000 R'000 % R'000 % R'000
Cash Flow 925,119 5.06 971,891 1.19 983,429 1.85 1,001,636
Less VAT & In-advance 102,153 0.00 102,153 8.33 110,659 2.36 113,276
Gross Licence Revenue 822,322 5.15 864,638 0.94 872,770 1.79 888,360
Less Collection Costs 151,751 16.02 176,066 -6.81 164,074 2.35 167,934
Net Licence Revenue 670,571 2.68 688,572 2.92 708,696 1.66 720,426
Other Revenue 358 -80.73 69 -100.00 - 0.00 -
Total Revenue 670,929 2.64 688,641 2.91 708,696 1.66 720,426
Cost 72,764 28.64 93,605 -20.09 74,796 19.92 89,698
Broadcast Cost (SAMRO) 15,088 2.55 15,472 (99.98) 3 - 3
Facility & Signal Costs - #DIV/0! - #DIV/0! - #DIV/0! -
Maintenance 6,455 81.38 11,708 6.77 12,501 23.38 15,424
Marketing 7,275 83.85 13,375 (20.20) 10,673 29.40 13,811
Personnel Remuneration 38,468 19.31 45,895 0.86 46,289 13.45 52,516
Personnel Costs 652 183.74 1,850 (50.70) 912 136.18 2,154
Travel & Accommodation 377 40.32 529 (55.77) 234 171.79 636
Professional & Consultancy 1,143 (74.54) 291 (93.13) 20 2,950.00 610
Other Cost 3,306 35.66 4,485 (7.16) 4,164 9.13 4,544 |*
EBITDA 598,165 -0.52 595,036 6.53 633,900 -0.50 630,728
Depreciation 2,450 -68.90 762 19.29 909 -53.25 425
External EBIT 595,715 -0.24 594,274 6.52 632,991 -0.42 630,303
I/B Charges [ 32467 -13.54][ 28,071 | -0.30] | 27,987 | | -99.47] | 147 |
Ext & I/B Surplus to be 563,248 0.52 566,203 6.85 605,004 416 630,156
transferred to PSB

The Minister of Communications approved an 11% television licence tariff increase effective
from 1 August 2009. Although new licences were sold at the new tariff of R250.00 per
annum, the financial effect of the increase was only realised from October 2009 onwards.
When the tariff increase was announced the holders of TV licences due for renewal in August
and September had already been invoiced in line with the previous tariff structure.

The New Year 0s assumes the current [

budget year

licence fee.

This television licence revenue will be generated mainly from the following sources:

TELEVISION LICENCE REVENUE
Percentage
Revenue of Total
R'0O00 %
Debt Collection 284,275 32%0
Inspectorate 8,884 1%
New Accounts 79,952 9%
Renewals 515,249 58%b6
TOTAL REVENUE 888360 100%0
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6.6.1 Inspectorate Revenue

Budgeted revenue from this source is at 1% of the total Licence Revenue. This revenue
stream is negatively impacted by two of the four service providers that have cancelled their
contracts. Collections will remain below by R200, 000 per month until the new contracts have

been negotiated after following the tender process.

6.6.2 Revenue from New Licences

Current fiscal revenue has been negatively impacted by the decline in the sale of new TV sets
as a result the depressed economy. It is expected that the FIFA World Cup will increase sale

of new TV sets. The increased impact of this is R2, 2 million in the budget

6.6.3 Revenue from Debt Collection

Year to date, growth of -3% has been recorded. Debt collectors have reported that the
current economic climate and negative media coverage of the SABC have impacted on their
collections. A further decline of R11.7m (3.5%) in debt collection revenue is expected during
FY2010/11.

6.64 Renewals

Year to date, growth of 11% has been recorded. An 11% tariff increase was approved by the
Shareholder and implemented as from August 2009 for the October and subsequent renewal
groups. Without the 11% increase, growth would have been 2.5% - i.e. normal volume
growth and not real financial growth. Renewals are expected to grow by R35m (6%) during
FY2010/11.

6.6.5 Once-Off Collections

Year to date, growth of -63% has been recorded in retailer non-compliance penalties. More
retailers are now complying with the Broadcasting Act. These penalties are viewed as once-

off events and are not budgeted for.
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6.7 Other Revenue

Actual 2008 Actual 2009 roiection Fé?é;if
2010
2011

R'000 R'000 R'000 R'000
Revenue Websites 1,069 1,860 6,000
Other Revenue - Mobile 12,850 8,074 9,120 13,707
Other Revenue - Merchandising 6,312 3 2,202 1,037
Other Revenue - Rights 12,667 1,103 10,584 33,298
Revenue Facilities 63,969 88,938 47,846 10,586
Other Revenue - OB Services 118
Other Revenue - New Media 1,726 495 2,422
Other Revenue - Broadcasting 30,273 10,854
Other Income - Properties 3,236 626 703 580
Other Income - Rentals 5,310 4,818 6,144 6,199
Other Income - Tours 447 703 1,006 535
Other Income - Sundry 2,619 13,711 1,633 2,004
Other Income - Travel 139 85
Other Income - Administered Funds 3,539 5,908
TOTAL OTHER REVENUE 142,946 136,558 83,606 73,945

The above indicates the breakdown in other revenues. With the directive to increase
revenues with R150 million Group Sales and Marketing has taken up R80 million and the

balance is expected from other revenues streams.

6.8 Expenditure Analysis
Actual 2008  Actual 2009 Projection 2010 Budget 2011 GGC 2011 Variance  Variance
R' 000 R' 000 R'000 R'000 R'000 R'000 %
Amortisation of Programme Film, and Sports
Rights 1,439,460 1,659,088 1,521,772 1,739,157 2,004,000 264,843  13%
Broadcast Costs 314,501 296,483 274,806 299,140 309,000 9,860 3%
Signal Distribution and Linking Costs 377,927 444,314 430,033 495,171 495,000 -171 0%
Employee Compensation and Benefit
Expenses 1,409,277 1,637,466 1,696,760 1,573,942 1,476,000 -97,942  -T%
Marketing Costs 253,019 263,097 133,676 180,250 234,000 53,750  23%
Direct Licence Collection Costs 151,751 176,066 164,087 167,934 194,000 26,066  13%
Professional and Consulting Fees 226,576 308,943 139,804 151,386 113,000 -38,386 -34%
Other Expenses 380,694 606,277 422,774 406,807 480,000 73193  15%
Depreciation and Amortisation of Computer
Software 140,233 195,370 248,289 272,415 316,000 43585  14%
Other Profits/(Losses) -688 259 - 170 - -170
TOTAL EXPENSES 4,692,750 5,587,363 5,032,000 5,286,372 5,621,000 334,628 6%
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6.8.1 Amortisation of Programme Sport and Film Rights

The increase in amortisation of Programme, Sport and Film Rights is mainly driven by the
following;

1 FIFA 2010 Soccer World Cup;

1 Deferred programmes from 2010 fiscal; and

1 Mandate requirements

SABC 1
External Cost Per Genre Budget 2010/11
Local Foreign TOTAL

Children Local 22,580 10,982 33,562
Religion 25,132 - 25,132
Current Affairs 1,808 - 1,808
Documentary Local 9,242 - 9,242
Drama Local 64,156 9,512 73,668
Entertainment Local 73,905 6,572 80,477
Factual Local 7,688 0 7,688
Special Events Local 8,050 0 8,050
Special Events Foreign 1,710 1,710
Soapies Local 69,954 31,540 101,494
Movies Foreign - 39,175 39,175
TOTAL 282,515 99,491 382,006
SABC 2

External Cost Per Genre (Local and Foreign IFRS) I Budget 2010/11

Local Foreign TOTAL

Children 37,844,208 7,105,800 44,950,008
Documentary 30,782,440 2,844,000 33,626,440
Drama 53,088,000 16,765,920 69,853,920
Entertainment 51,030,240 5,184,000 56,214,240
Fillers 1,200,000 1,200,000 2,400,000
IKB 42,606,780 9,912,780 52,519,560
Movies 11,133,600 10,024,800 21,158,400
Religion 21,192,800 - 21,192,800
Soapies 96,912,120 - 96,912,120
Specials 8,550,000 - 8,550,000
TOTAL 354,340,188 53,037,300 407,377,488
Displacement Costs (Sport & News Events) -13,499,000 -3,239,760 -16,738,760
TOTAL 340,841,188 49,797,540 390,638,728
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SABC 3

External Cost Per Genre (Local and Foreign IFRS) Budget 2010/11
Local Foreign TOTAL

Children 13,020 5,676 18,696
Doc 6,626 3,056 9,682
Drama 41,914 114,258 156,172
IKB 17,175 12,540 29,715
Mag 27,506 2,873 30,379
Reality - 4,370 4,370
Religion 2,003 520 2,523
Variety - 4,022 4,022
Events 3,000 - 3,000
TOTAL 111,245 147,315 258,560

SABC 3 plans to invest R258 million in Programme, Film and Sports Rights. This is an

increase of R13 million compare to the current year.

Content Enterprises

External Cost Per Genre Budget 2010/11

Local Foreign TOTAL
Education 89,295 89,295
Sport 219,949 398,710 618,659
TOTAL SPORT RIGHTS 309,244 398,710 707,953

Broadcast Costs

Included in Broadcast Costs are royalty payments to music societies. These are a direct
consequence of revenue. The decline in revenue has resulted in the decline in these
payments. Both inbound and outbound distribution has been consolidated into one account in
Technology and targets set for the reduction in costs through effective management and

valuation.

Signal and Distribution Costs

The increase in Signal and Distribution is driven mainly by the increase in price of 6, 5%.
SABC 2 planned no expansion. SABC 1 plans 4 major expansion and various low power

transmitters.
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Employee Compensation and Benefit Expenses

SABC currently has a total of 3927 filled positions as at end of January 2010. The current

freeze on recruitment will continue and critical vacancies filled only after sign off by the

GCEO.

Increase since Increase since

Mar-06 Mar-07 Mar-08 Mar-09 Sep-09 Jan-10 March 06 March 06 %
Filled posts Filled posts Filled posts Filled posts Filled posts Filled posts Filled posts Filled posts

Audience Services 94 99 141 156 154 154 60 63.8%)
Group Sales & Marketing 273 288 288 306 298 310 37 14%)
Commercial Enterprises 367 387 429 462 452 464 97 26%)
Content Commercial 18 30 30 29 32 33 15 83%)
Content Strategy 18 24 40 56 54 56 38 211%
Content Supply 150 163 167 180 183 182 32 21%
Content Support 93 97 94 110 105 101 8 9%
Content Enterprises 279 314 331 B85 374 372 93 33%
DTT 0 0 0 4 12 14 14

DTT 0 0 0 4 12 14 14

Corporate Marketing 17 24 22 24 20 20 3 18%)
Corporate Services 214 255 263 284 276 270 56 26%
Procurement 104 110 119 130 125 122 18 17%|
Group Services 335 389 404 438 421 412 77 23%
News & Current Affairs 831 910 916 1,034 993 990 159 19%)
SABC Africa/News Internati 60 61 66 69 64 59 -1 -2%)
News 891 971 982 1,103 1,057 1,049 158 18%
PBS - Radio 217 291 304 298 288 286 69 32%
PBS TV 103 111 106 125 119 124 21 20%
PBS 320 402 410 423 407 410 90 28%
PCS Management 0 2 9 9 9 9 9

PCS Radio 37 36 34 42 39 37 0 0%
PCSTV 47 47 45 62 47 52 5 11%|
PCS 84 85 88 113 95 98 14 17%
Regions 157 160 173 189 182 178 21 13%
Regions 157 160 173 189 182 178 21 13%
SABC Pension Fund 3 3 3 3 3 3 0 0%)
SABC Pension Fund 3 8] 3 3 8 3 0 0%
Technology 835 842 860 909 938 927 92 11%|
Technology 835 842 860 909 938 927 92 11%|
SABC Total 3,271 3,553 3,680 4,019 3,941 3,927 656 20%

In reducing the Employee Compensation Costs a number of initiatives such as:

= =4 =4 =4

Marketing Costs

Reducing Leave Pay;

Reducing Overtime Planned;

Reducing other Employee Related costs; and

Management of the benefits costs of the SABC.

Most of the marketing activities were put on hold in the current year in line with the Austerity

Plans. The failure to complete the Agency Tender has also impacted on delivery and ability to

spend. The Operations Cluster tasked the marketing teams to reprioritise and consolidate

marketing activities to ensure that key marketing activities impacting directly on the Revenue

enhancing and Audience generating activities takes place.

SOUTH AFRICAN BROADCASTING CORPORATION
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Professional and Consulting Fees

Professional consulting fees consist of Audit Fees, Managerial, Project and Technical Fees.

Auditors
Managerial
Project
Technical

Professional and Consulting Fees

Actual
Actual 2008 2009
R'000 R'000
8,235 15,223
162,043 137,449

27,608 78,037
30,510 78,234
228,396 308,943

Projection
2010
R'000

13,526
28,534
23,712
74,032
139,804

Plan 2011
R'000
6,920
62,799
22,952
58,715

151,386

Key projects driving this expenditure is

= =4 =4 =4

SAP CCC,;

FIFA 2010 World Cup;
Technology Projects; and

Various Consulting Projects.

Other Expenses

The following items were reviewed and this is where most of the savings were driven from:

a)
b)
c)
d)
e)
f)

9)
h)
i)

)

k)

Staff functions,
Staff awards,
Refreshments,
Newspapers,
Seminars,
Workshops, and
External training

Maintenance

Travel & Accommodation

Stationery & printing

Communication costs

These savings mostly contributed in achieving a reduced budget in comparison with

Government Guarantee commitment.
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6.9 Working Capital Management

Programme, Sport and Film Rights

1011 1112 1213 1314 1415 15116 1617 Total
000 1000 1000 ‘000 ‘000 ‘000 oo 1000
Commitments
Spart- Rights J82795 290628 148,208 173,094 1038758 TH124  30BO0 1,213,323
Sport - Productions - - - - - - - -
Local BHE 7058 2604495 - - - - - Q957 200
Education B2 456 - - - - - - B2, 456
Fareign 59, 248 - - - - - - 59,248
Total 1,207,204 551123 148,208 173,094 103,875 75424 39,600 2298227
New /Planned
Sport- Rights a5087 234 066 456875 466,074 485424 4¥5759 5250960 2730154
Sport - Productions 227 860 - - - - - - 227 860
Local 189 461 70,406 - - - - - 259 B6G
Educatian 26,856 - - - - - - 26,856
Faoreign 89 964 - - - - - - 89 964
Total 619,378 305371 456,875 466,074 485424 475759 525960 3,334,841
Total 1,826,581 856,495 605,083 639,168 580,209 550,883 565,560 5,633,069
Rights Staus [ Excrate [Cur| 101 1012 1213 1314 1415 1516 1617 Total
‘000 ‘000 ‘000 ‘000 ‘000 ‘000 ‘000 ‘000
Local rights Contracted 1.00 ZAR 191,219 143,520 - - - - - 334,739
Local rights Planned 100 ZAR 84,519 169,605 358,704 374,657 391,810 435,845 466,922 2,282,063
275,738 313,124 358,704 374,657 391,810 435,845 466,922 2,616,801
Foreign rights Contracted 809 US$ 13,891 8,898 8,530 12,110 3,050 - - 46,479
Foreignrights ~ Planned 8.09 US$ 72 8,079 12,135 11,300 11,572 4,934 7,298 55,388
13,962 16,977 20,665 23,410 14,622 4,934 7,298 101,867
Foreign rights Contracted 12.38 1 6,397 6,068 6,397 6,068 6,397 6,068 3,199 40,596
Foreign rights Planned 12.38 1 - - - - - - - -
6,397 6,068 6,397 6,068 6,397 6,068 3,199 40,596

The strategic review of these rights has commenced and included in the second phase of the

turnaround strategy following the comprehensive review of content needs and availability.

Debtors Management

This is a critical area to improve the cash flow position of the SABC. Commercial Enterprise
Key Performance Area was to reduce the debtoros |

fiscal. The target was also to reduce outstanding

At the end of January 2010 the debtor dlectodays out

target was met.
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Creditors Management

The allocation in the ENE and the extensions of debt funding eased the cash flow crisis at the
SABC. Most creditors are now within terms. The matching of cash flows to utilisation of rights

is a major priority to improve the level of investment in stock and creditors funding.

6.10 Capital Budget

LONG TERM CAPEX PLAN Prioryrs ~ 2010/11 2011/12  2012/13  2013/14 Total
Rm Rm Rm Rm Rm Rm

TVOB 334.4 43.2 6.6 195 50.0 453.7
HENLEY 34.2 180.3 204.4 208.6 180.0 807.5
RBF 16.0 30.4 78.7 53.0 75.4 2535
NEWS 0.3 0.7 0.0 16.0 0.0 17.0
IT 18.0 55.5 32.2 233 34.0 163.0
ENGINEERING SERVICES 2.1 53.4 100.5 28.3 22.2 206.5
LOGISTICAL SERVICES 10.4 20.9 48.2 56.2 21.6 157.2
REGIONS 10.7 66.1 52.7 32.9 0.0 162.4
OTHER 118.7 28.6 44.1 1.0 47.3 239.7
MINOR CAPITAL 0.0 16.1 17.3 19.0 20.9 73.3
TOTAL 544.9 495.3 584.7 457.8 4513  2,533.9
CAPITAL WORK IN PROGRESS 544.9 274.3 171.8 16.4 47.3
Multichannel playout centre (DTT) 0.0 0.0 64.9 100.0 80.0 244.9
Digital Library 0.0 30.0 100.0 100.0 54.1 284.1
Other projects 544.9 465.3 419.8 257.8 317.2 2,004.9
Total 544.9 495.3 584.7 457.8 4513  2,533.9
Note that expenditure in the prior year column relates only to those
projects that are projected to be in progress at 1 April 2010

Key drivers of the Long Term Capex Plan (LTCP) are the conversion of broadcast
infrastructure from analogue to digital, and maintenance of property and plant. The Regional

build in Nelspruit has been budgeted at R66m.

All non-essential expenditure has been removed from the LTCP, and essential projects have
been rephrased in order to reduce annual expenditure as close as possible to R400m per

year in line with the corporate plan.
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Technology Department has tabled the following proposal in order to reduce the impact on

Cash Flow:

PROPOSAL IN ORDER TO REDUCE CASHFLOW TO R220M
TOTAL EXPENDITURE FOR 2010/2011 PER LTCP

LESS ALL NEW PROJECTS

APPROVED PROJECTS CURRENTLY IN PROGRESS

ALLOWANCE TO DEAL WITH EMERGENCIES WITHIN
NEW PROJECTS LIST OF R221M

MINOR CAPEX

FINAL EXPENDITURE ON PROJECTS FUNDED BY
GOVERNMENT - PART OF THE R700M

BALANCE OF HD OB UNIT TENDER VEHICLES
FUNDED BY ASSET BASED FINANCE

EXPENDITURE REQUIRING INTERNAL FUNDING

Rm
495.3

-221.0

274.3

43.5

16.1
-108.3

-5.6

220.0

6.11 Balance Sheet

ASSETS
EQUITY
LIABILITIES

SOUTH AFRICAN BROADCASTING CORPORATION
Corporate Plan: MTEF 2010 - 2013

2011 2012 2013 2014
4,523,999 4,224,913 3,828,6953,977,20z
978,405 877,137 961,1691,315,48¢
3,545,594 3,347,776 2,867,5252,661,71¢
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6.11.1 Total Assets

ASSETS

Non-Current Assets
Gross: Property, Plant & Equipment
Accumulated Depreciation

Property, Plant & Equipment
Computer Software

Investment Properties

Defined Benefit Asset

Investment in Subsidiaries
Available for Sale Financial Assets
Prepayments

Other Non-Current Assets

Non-Current Assets

Current Assets

Programme, Film & Sports Rights
Inventories

Trade and Other Receivables
Taxation Receivable

Current Derivative Financial Instruments
Held to Maturity Investments
Current Loans and Receivables
Current Prepayments

Restricted Cash

Cash and Cash Equivalents (*HSF)
Head Office Loan Account

Inter Company Clearing

Current Assets

ASSETS

SOUTH AFRICAN BROADCASTING CORPORATION
Corporate Plan: MTEF 2010 - 2013

2011

2,995,171
1,544,101

1,451,070
219,723
36,650

0

(0]

8,962

9

30

2012

2013 2014

3,295,171 3,595,1713,895,171
1,799,280 2,077,6912,379,334

1,495,891 1,517,4801,515,837

219,723
36,650
(0]

(0]

8,962

9

30

219,723 219,723

36,650 36,650
0 0

(0] (0]
8,962 8,962
9 9

30 30

1,716,444 1,761,265 1,782,8541,781,211

845,472
4,842
695,159

0

(0]

0

0
149,201
1,202
1,067,456
9,840
34,383

911,338
4,842
761,649

0

(0]

0

0
160,824
1,202
579,570
9,840
34,383

982,989 1,040,18¢

4,842 4,842
839,116 921,977
0 (0]

(0] (0]

0 0

0 (0]
173,469 183,562
1,202 1,202

0 0
9,840 9,840
34,383 34,383

2,807,555 2,463,648 2,045,8412,195,991

4,523,999 4,224,913 3,828,6953,977,20z
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6.11.2 Total Liabilities and Equity

EQUITY AND LIABILITIES 2011 2012 2013 2014
Equity

Share Capital 1 1 1 1
Commemorative Fund Reserve 0 0 0 0
Fair Value Adjustment Reserve 1,406 1,406 1,406 1,406
Insurance Reserve 50 50 50 50
Retained Earnings 976,948 875,680 959,712 1,314,02¢
EQUITY 978,405 877,137 961,1691,315,48¢%

Non-Current Liabilities

Perpetual Debt Instrument 27,390 27,390 27,390 27,390
Interest Bearing Loans and Borrowings 214,356 174,692 136,667 0
Government Guaranteed Loans 1,473,000 1,348,750 857,750 366,750
Non-Current Derivative Financial Instruments 1,277 1,277 1,277 1,277
Non-Current Deferred Government Grant 508,016 414,814 321,613 228,411
Deferred Tax -832 -832 -832 -832
Non-Current Employee Benefits 675,617 717,708 760,411 805,656
Other Non-Current Liabilities 1,135 1,135 1,135 1,135
Excess Long-Term Debt (*HSF) 0 0 71,233 413,119
Non-Current Liabilities 2,899,959 2,684,934 2,176,6441,842,90%

Current Liabilities

Trade and Other Payables 294,986 303,576 321,691 339,653
Current Employee Benefits 22,571 23,977 25,404 26,915
Current Derivative Financial Instruments 5,232 5,232 5,232 5,232
Taxation Payable 43,387 43,387 43,387 43,387
Deferred Income 184,316 190,020 196,765 202,989
Current Interest Bearing Loans and Borrowings 41,499 39,664 38,025 136,667
Current Deferred Government Grant 0 0 0 0
Provisions 53,645 56,987 60,377 63,970
Current Liabilities 645,635 662,842 690,881 818,813
LIABILITIES 3,545,594 3,347,776 2,867,5252,661,71¢
TOTAL EQUITY & LIABILITIES 4,523,999 4,224,913 3,828,6953,977,20Z
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6.12 Projected Debt Position

Future funding needs.

Given the aggressive cost management and the sales targets set the business should
generate a free cash flow of i R322m. This is based on a debtords
days, a reduction in prepayments consequent to a change in the funding of rights and
international content, a significantly reduced capital expenditure plan also drives the cash

flow.
The plan will reduce the expenditure on long term capital expenditure. This will depend on the

amount required to sustain the infrastructure and cater for the DTT expansion. This matter will

require a separate consideration in the turnaround plan currently under development.

2011 2012 2013 2014

Net Cash/(Debt) Position -687,587 -1,009,724-1,129,864 -942,724
Change in Net Cash/(Debt) Position 268,963 -322,138 -120,139 187,14(

The table below details consolidated cash requirements at the end of each year. In addition to

the following Working Capital Changes the following have not been quantified:

1 Improvement in Debtors Days Outstanding to below 65 Days, which will release
additional cash flow estimated at R289 million;

1 More accurate forecasting of stock and change in trade conditions i.e. Change is content
and the timing of cash flows;
The impact of the cost reduction will result in decline in Trade Creditors;
The impact of Post Retirement Medical Aid and Defined Benefit Pension Fund are

assumed to be unchanged.
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6.13 Income Statement: FY11 71 FY14

Revenue

Advertising Revenue

Sponsorship Revenue

Trade Exchanges

Licence Fees

Government Grants

Revenue: Content & Commercial Exploitation
Other Revenue

Revenue & Other Income

Amortisation of Prog, Film and Sports Rights
Direct Licence Collection Costs

Signal Distribution & Linking Costs
Marketing

Employee Compensation and Benefit Expenses

Broadcast Cost

Professional & Consulting Fees
Depreciation, Amortisation & Impairment
Other Operating Income/(Exp.) (Forex)

TOTAL EXPENSES
EBIT

Financial Income
Financial Expense

Profit / (Loss) Before Tax

2011 2012 2013 2014
3,331,446 3,422,591 3,764,850 4,141,334
669,401 736,341 809,975 890,972

96,290 - - -
888,360 918,360 948,360 978,360
141,762 167,762 172,199 176,899
57,642 96,123 101,602 107,393
73,945 12,040 12,727 13,452
5,258,846 5,353,217 5,809,713 6,308,411
(1,739,157) (1,887,616) (2,034,997) (2,157,079
(167,934) (177,507) (187,625) (198,319
(495,171) (522,301) (552,072) (583,540
(180,250) (169,944) (179,630) (189,869
(1,573,942) (1,599,068) (1,599,068) (1,599,068
(299,140) (206,628) (214,893) (223,489
(151,386) (171,401) (179,457) (187,892
(272,415) (255,179) (278,411) (301,643
(406,977) (383,912) (401,956) (420,848
(5,286,372) (5,373,556) (5,628,109) (5,861,747
(27,526) 1,235 204,405 470,768

- 72,716 27,530 -
(146,367) (175,220) (147,902) (116,454
(173,893) (101,269) 84,033 354,314
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6.14 FINANCIAL RISKS

Budgets - Financial Risks

The Extent of Credit Risk

Available for sale financial instruments R3,562 R3 5962 R3 552 R3 552
Trade and other receivables RB35,771 R721 872 R750 621 RE70 721
Derivative Financial Instruments RE5,232 RE5.232 R5,232 R5 232
Loans and Receivables

Total RE&50,965 R736,066 RE04,815 RE&84,915

Counterparty Rigk with Financial Instruments.

Hold to Maturity Instruments RO RO RO RO
Loans & Receivables R 1,756 245 R1,714 746 R 1,550,832 R 1,021,807
Restricted Cash R 1,202 R 1,202 R 1,202 R 1,202
Cash and Cash Equivalents RO RO RO RO
Total R1,757 447 R1,715,945 R1,562,034 R1,023,009

Trade Receivables

Government R25 550,281 R44 451 552 -
Direct Sponsorship

Agency RE48,023, 345 R122 008,350 R29,378 558
Direct RE30,998 338 R48 379,782 R336,118
Total - R767,672,015 R215,837,705 R29,714,676
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Age Analysis of Past Due - Not Impaired

AGENCY R 587 571,162 R 21,934,603 R 12,009 199 R 17,540,821 R 15972378 R 158,380,082 R 799 408,254 R 211,837,092
DIRECT R 33,611,763 R 14 446 928 R 12,135,163 R 3,426,732 R 4,077, 769 R72,015 943 R 139,714,288 R 106,102 535
GOWVN R 7,022,057 R 11,386,076 R -4,380,036 R 1,550,534 R 1,226,135 R 57,297,078 R 74,101,843 R 67,079,787
Total R628,204,981 R47,767 603 R19,764,326 R22,518,086 R7,276,280 R287,693,114 R1,013,224,395 R385,019,414
Age analysis of Impaired Assets
Accs Handed to Legal RO R 6,338 RO RO R 50,428 R 21,500,269 R 21 957 035 R 21 957,035
Pre-Legal Accs (Debtsource) R 254 645 R 208,033 R -75,425 R1,014 R 1,066,263 R 28,725 489 R 30,220,018 R 29,925,373
Total R294 645 R214,371 R -75,426 R1,014 R1,116,690 R50,625,758 R52 177,053 R51,882 408
Analysis of Collateral held against client
To be provide
In place information not current
Total - - RO - - - - -
Market Risk
Currency Risk Conversion rate 775 10.5 6.6
usD EUR CHF

Foreign Cash and Cash eguivalents
APT (NETH) - subject to confirmation from Bank €18 377 R 1592 955
Foreign Payables RO
Foreign Trade payables - International Content 521,300 R 165075
Foreign Trade payables - Sport 557 445 €18 853 R 5432591
Foreign Trade payables - Other RO
Foreign Guarantees issues RO
Sub Total 578,749 £37,240 CHF O R 1,001,325
Derivative Financial Instruments RO
Foreign Exchange Contracts 24,000 R 31,000
Foreign contract hedges held as options RO
Total §74,749 £37,240 CHF O R 970,325
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Future Dated commitments

Capital Commitments - R 143 452 RO RO RO
Programme, commitments R 116,250 R 56 637

sports rights R 438,871 R 451,730 R 487,713 R 550,781
Total R 748,573 R 508,367 R 487,713 R 590,761

With Financial Institutions R13,186
Total R 13,186 RO RO RO
Liguidity Risk From Financial Assets and Liabilities
294 986 315,807 339,032
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Maturity Analysis

Banking Facilties

NEDEANK

R 1,000,000

R 1,000, I}I}I}

R 1,000,000

R 1,000,000

R 1,000,000

R 1,000,000

R 473,000

R 473,000

R 473,000

R 473,000

R 473,000

&l:Tﬂtﬂ

R 1,473,000

R 1,473,000

R 1,473,000

R 1,473,000

R 1,473,000

R 183 600
FNEl R 160,000
SBEA RO RO
Investec RO RO
NEDBANK R 100,000 RO
Sub Total R 443,600 RO RO RO RO RO
R 1,916,600 R 1,473,000 R 1,473,000 R 1,473,000 R 1,473,000

Al Banks R 455,000 R 455,000 R 455 000 R 455,000 R 455,000 R 455,000
Sub Total R 455,000 R 455,000 R 455,000 R 455,000 R 455,000 R 455,000
Program film and sports rights R 10,827 R 10,827
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Asszet Based Finance

HPFS FINANCE LEASE R 103,963 RO RO RO
NEDBANK INSTALMENT SALE R21815218 R 13,345,550 R 4538, 186 R 188,061
NEDBANK FINAWMCE LEASE R 879 040 RO RO RO
VWESBANK FINANCE LEASE 1 R 66,106,037 R 58,307 784 R 45543 454 R 40,850,878
RMB FINAMCE LEASE 1 R 86,106,037 R 58,307,784 R 45543 454 R 40,550,578
VWESBANK FINANCE LEASE 2 R 59,808 207 R 62,282 288 R 54 200,259 R 45,531,615
RWMB FINANCE LEASE 2 R 59,808 207 R 62,282 289 R 54,200,289 R 45531615
Total RO RO R 294,726,709 R 254,525,696 R 212,925,711 R 173,153,246
Operational Leazes and Obligations
Perpetual Debt Instrument R 13,695 R 27 350 R 27,350 R 27,390
Total RO RO R 69,821,902 R 62,309,679 R 54,227,659 R 45,559,005
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APPENDIX 1: DETAILED INCOME STATEMENT: FY201071 FY2011

PBS TOTAL

FY07/08 Actual

FYO08/09 Actual

FY09/10 Budget

FY10/11 Budget

R'000 R'000 R'000 R'000

01 ADVERTISING REVENUE (2,070,925) (2,096,708) (2,115,495) (2,265,296)

02 SPONSORSHIP REVENUE (284,291) (345,700) (391,622) (568,679)

03 CONTENT EXPLOITATION (14,246) (13,634) (9,618) (5,641)

01 COMMERCIAL REVENUE (04 DIGITAL MEDIA REVENUE (2,822) (2,269) (2,235) )

05 OTHER EXTERNAL REVENUE (329) (957) (1,216) (312)

01 REVENUE 05A OTHER FACILITY REVENUE (17,118) (10,764) (9,546) (895)
Total (2,389,731) (2,470,031) (2,529,731) (2,840,822)

06 GOVERNMENT GRANTS 0 0 (32) 0

02 PUBLIC REVENUE ot o o @2) o

03 NON-CASH REVENUE (21,501) (13,312) (22,771) (24,200)

Total (2,411,232) (2,483,343) (2,552,534) (2,865,022)

09 COLLECTION COSTS 0 0 0 0

10 PROGRAMME COSTS 540,314 676,157 657,729 709,229

10A TRADE EXCHANGE COSTS 21,235 13,312 22,772 24,200

10B BROADCAST COSTS 63,865 12,029 12,156 11,462

10B BROADCAST COSTS 10C ROYALTIES TO SOCIETIES 67,101 74,121 82,963 83,828

Total 130,967 86,150 95,119 95,290

11 SATELITE & LINKING COSTS 271,876 312,895 329,343 356,269

13 ENERGY COSTS 81 777 1,682 1,610

15 HIRING CHARGES 4,167 3,974 1,885 1,957

16 SERVICES & LEVIES 229 227 412 261

17 TRANSPORT COSTS 3,587 2,755 2,894 764

19 MAINTENANCE 3,451 5,603 6,432 6,718

20 INSURANCE & SECURITY COSTS 1,287 1,419 1,901 1,571

21 MARKETING COSTS 69,323 72,247 40,166 57,201

22 PERM STAFF BASIC 82,148 94,575 101,893 105,419

02 EXPENSES 22A PERM STAFF ALLOWANCES 14,212 16,434 18,796 16,518
22B PERM STAFF CONTRIBUTIONS 22,130 25,753 16,947 19,198

22C TEMP STAFF & OVERTIME 4,432 3,839 3,316 1,315

22 REMUNERATION 22D BONUSES 8,084 7,795 7,582 6,446

22E FREELANCE/NON HCM 794 77,383 70,629 46,728

22F PERM STAFF : CORP ADJUSTMENTS 5 (3) 0 0

Total 131,805 225,777 219,163 195,623

23 PERSONNEL COSTS 6,890 11,843 7,278 5,047

24 TRAVEL & SUBSISTENCE 9,597 18,069 6,440 5,171

25 STATIONARY & PRINTING 2,715 2,337 2,845 1,782

26 COMMUNICATION COSTS 6,524 7,564 4,936 2,360

27 OFFICE COSTS 769 260 1,999 2,293

28 FINANCIAL & WRITE-OFF CHARGES 18,630 69,113 3 0

29 PROF & CONSULTING SERVICES 2,207 1,415 1,268 1,050

49 COSTS CAPITALISED (4) 15 0 0

Total 1,225 650 1,511,910 1,404,267 1,469,297

03 DEPRECIATION 1,230 1,246 1,281 1,623
04 INTEREST 64 236 32 3
05 TAX 146,551 0 0 0
Total (1,037,737) (969,951) (1,146,954) (1,394,099)
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FY07/08 Actual FY08/09 Actual FY09/10 Budget | FY10/11 Budget
PCS TOTAL R'000 R'000 R'000 R'000

01 ADVERTISING REVENUE (1,114,859) (1,032,972) (1,019,163) (1,066,150)

02 SPONSORSHIP REVENUE (95,758) (95,854) (99,600) (90,722)

03 CONTENT EXPLOITATION (6,158) (5,072) (5,556) 0

01 COMMERCIAL REVENUE |04 DIGITAL MEDIA REVENUE (318) (362) (7,406) 0

05 OTHER EXTERNAL REVENUE (79) (7,358) (7,317) 0

01 REVENUE 05A OTHER FACILITY REVENUE (5,260) 118 (133) 0
Total (1,222,432) (1,141,499) (1,139,175) (1,156,871)

06 GOVERNMENT GRANTS (17,473) (6,366) 0 0

02 PUBLIC REVENUE Total (17,473) (6,366) 0 0

03 NON-CASH REVENUE (8,432) (35,911) (46,271) (46,290)

Total (1,248,337) (1,183,776) (1,185,447) (1,203,161)

09 COLLECTION COSTS 0 0 0 0

10 PROGRAMME COSTS 206,631 246,618 246,272 246,560

10A TRADE EXCHANGE COSTS 5,865 32,616 38,271 46,290

10B BROADCAST COSTS 31,608 9,241 5,023 5,691

10B BROADCAST COSTS 10C ROYALTIES TO SOCIETIES 32,924 32,742 32,008 32,277

Total 64,532 41,984 37,030 37,968

11 SATELITE & LINKING COSTS 75,027 87,647 104,408 111,255

13 ENERGY COSTS 0 551 980 1,192

15 HIRING CHARGES 819 536 447 378

16 SERVICES & LEVIES 100 169 288 217

17 TRANSPORT COSTS 370 281 546 273

19 MAINTENANCE 884 2,218 1,107 1,520

20 INSURANCE & SECURITY COSTS 609 826 705 874

21 MARKETING COSTS 47,499 55,080 36,954 27,819

22 PERM STAFF BASIC 20,742 23,330 25,566 24,376

02 EXPENSES 22A PERM STAFF ALLOWANCES 3,690 4,482 5,592 4,496
22B PERM STAFF CONTRIBUTIONS 4,815 5,632 3,596 4,281

22 REMUNERATION 22C TEMP STAFF & OVERTIME 1,350 984 1,071 500

22D BONUSES 2,167 1,826 1,902 1,566

22E FREELANCE/NON HCM 1,755 29,122 34,807 30,828

Total 34,519 65,377 72,534 66,047

23 PERSONNEL COSTS 1,827 3,009 2,721 1,169

24 TRAVEL & SUBSISTENCE 3,582 4,155 2,559 1,614

25 STATIONARY & PRINTING 770 1,039 757 527

26 COMMUNICATION COSTS 1,760 1,690 1,509 1,107

27 OFFICE COSTS 252 333 752 361

28 FINANCIAL & WRITE-OFF CHARGES 8,480 38,322 28 0

29 PROF & CONSULTING SERVICES 1,082 3,293 136 87

30 PRODUCTIVITY BUDGET CUT 0 0 0 0

49 COSTS CAPITALISED 0 4 0 0

Total 454,607 585,748 548,004 545,258

03 DEPRECIATION 606 506 444 531
04 INTEREST 32 85 19 27
05 TAX 95,468 0 0 0
Total (697,623) (597,437) (636,979) (657,344)
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FYO07/08 Actual FY08/09 Actual FY09/10 Budget | FY10/11 Budget
CONTENT TOTAL R'000 R'000 R'000 R'000

02 SPONSORSHIP REVENUE 0 (2,378) (21,274) (10,000)

03 CONTENT EXPLOITATION (38,400) (37,536) (49,494) (56,599)

04 DIGITAL MEDIA REVENUE (2,539) (935) (1,380) 0

01 COMMERCIAL REVENUE 0 5 11{ER EXTERNAL REVENUE (711) (339) (1,028) (600)

01 REVENUE 05A OTHER FACILITY REVENUE (27,723) (46,334) (50,391) (7,700)
Total (69,373) (87,524) (123,567) (74,899)

06 GOVERNMENT GRANTS (49,260) (59,532) (66,215) (70,188)

02 PUBLIC REVENUE Total (49,260) (59,532) (66,215) (70,188)

03 NON-CASH REVENUE (1,416) (1,100) (7,657) (3,300)

Total (120,048) (148,155) (197,438) (148,387)

10 PROGRAMME COSTS 1,294,342 713,164 845,897 818,412

10A TRADE EXCHANGE COSTS 1,947 1,100 3,188 3,300

10B BROADCAST COSTS 177,152 13,981 14,735 14,328

10B BROADCAST COSTS 10C ROYALTIES TO SOCIETIES (916) 0 0 0

Total 176,236 13,981 14,735 14,328

11 SATELITE & LINKING COSTS 4,243 368 402 102

13 ENERGY COSTS 0 1,457 2,561 3,118

15 HIRING CHARGES 2,882 315 779 437

16 SERVICES & LEVIES 178 377 755 506

17 TRANSPORT COSTS 1,652 1,427 1,174 817

19 MAINTENANCE 1,596 880 657 408

20 INSURANCE & SECURITY COSTS 619 1,024 1,896 1,169

21 MARKETING COSTS 26,095 32,452 19,872 11,474

22 PERM STAFF BASIC 72,548 92,376 102,365 107,242

02 EXPENSES 22A PERM STAFF ALLOWANCES 14,286 19,001 22,362 19,095
22B PERM STAFF CONTRIBUTIONS 17,527 22,731 17,275 17,992

22C TEMP STAFF & OVERTIME 6,858 8,209 2,199 1,456

22 REMUNERATION 22D BONUSES 7,175 8,457 9,155 6,199

22E FREELANCE/NON HCM 853 72 176 0

22F PERM STAFF : CORP ADJUSTMENTS 0 0 0 0

Total 119,249 150,845 153,533 151,984

23 PERSONNEL COSTS 11,017 13,875 9,182 3,320

24 TRAVEL & SUBSISTENCE 18,718 14,171 6,829 3,888

25 STATIONARY & PRINTING 2,227 2,486 1,535 1,383

26 COMMUNICATION COSTS 5,253 6,315 4,369 3,435

27 OFFICE COSTS 515 368 1,679 1,211

28 FINANCIAL & WRITE-OFF CHARGES (7,280) 100,808 7,892 2,855

29 PROF & CONSULTING SERVICES 28,652 69,195 53,555 23,009

49 COSTS CAPITALISED (807,907) 0 0 0

Total 880,232 1,124,610 1,130,489 1,045,155

03 DEPRECIATION 2,138 2,249 2,676 2,210
04 INTEREST 536 2,017 203 17
Total 762,858 980,721 935,929 898,995
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FY07/08 Actual

FY08/09 Actual

FY09/10 Budget

FY10/11 Budget

NEWS TOTAL R'000 R'000 R'000 R'000

01 ADVERTISING REVENUE 0 (250) 0 0

02 SPONSORSHIP REVENUE 0 ) 0 0

03 CONTENT EXPLOITATION (504) (2,464) (4,375) (3,700)

01 COMMERCIAL REVENUE |04 DIGITAL MEDIA REVENUE (321) (348) (375) 0

05 OTHER EXTERNAL REVENUE (193) (188) ) 0

01 REVENUE 05A OTHER FACILITY REVENUE (473) (12,638) (8) 0
Total (1,490) (15,888) (4,760) (3,700)

06 GOVERNMENT GRANTS (12,800) (7,956) 0 0

02 PUBLIC REVENUE Total (12,800) (7,956) 0 0

03 NON-CASH REVENUE 0 0 0 0

Total (14,289) (23,845) (4,760) (3,700)

10 PROGRAMME COSTS 15,287 4,053 11,887 21,921

10A TRADE EXCHANGE COSTS 0 0 0 0

10B BROADCAST COSTS 46,376 40,409 18,656 13,879

10B BROADCAST COSTS Total 46,376 40,409 18,656 13,879

11 SATELITE & LINKING COSTS 19,429 35,123 19,659 18,724

13 ENERGY COSTS 178 1,696 2,914 3,363

15 HIRING CHARGES 7,616 13,845 12,807 7,663

16 SERVICES & LEVIES 2,683 2,290 1,657 2,068

17 TRANSPORT COSTS 6,796 6,294 7,061 4,507

19 MAINTENANCE 2,279 1,777 1,054 650

20 INSURANCE & SECURITY COSTS 877 2,628 2,537 2,516

21 MARKETING COSTS 13,121 19,300 6,519 0

22 PERM STAFF BASIC 188,054 235,102 254,605 269,236

22A PERM STAFF ALLOWANCES 35,359 47,185 45,386 38,705

02 EXPENSES 22B PERM STAFF CONTRIBUTIONS 56,217 70,142 49,249 52,950
22 REMUNERATION 22C TEMP STAFF & OVERTIME 11,686 19,403 15,666 4315

22D BONUSES 15,642 18,111 21,164 18,450

22E FREELANCE/NON HCM 33,771 83,647 51,531 38,271

Total 340,729 473,590 437,601 421,926

23 PERSONNEL COSTS 9,061 13,350 16,187 10,890

24 TRAVEL & SUBSISTENCE 26,335 25,037 15,042 12,899

25 STATIONARY & PRINTING 3,592 2,914 3,025 2,141

26 COMMUNICATION COSTS 12,525 14,196 11,883 9,426

27 OFFICE COSTS 2,164 1,329 3,343 2,297

28 FINANCIAL & WRITE-OFF CHARGES 1,312 23,497 392 0

29 PROF & CONSULTING SERVICES 576 3,845 1,105 198

30 PRODUCTIVITY BUDGET CUT 0 0 0 0

49 COSTS CAPITALISED (5,462) 360 0 0

Total 505,473 685,532 573,329 535,069

03 DEPRECIATION 3,494 3,229 2,575 2,964
04 INTEREST 189 295 149 0
05 TAX 0 0 0 0
Total 494,866 665,211 571,294 534,332
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FY07/08 Actual FY08/09 Actual FY09/10 Budget FY10/11 Budget
TECHNOLOGY TOTAL R'000 R'000 R'000 R'000

03 CONTENT EXPLOITATION (0) 0 (23) 0

04 DIGITAL MEDIA REVENUE 0 0 0 0
01 COMMERCIAL REVENUE |05 OTHER EXTERNAL REVENUE (2,792) (2,032) (2,109) (215)
05A OTHER FACILITY REVENUE (8,544) (11,050) (6,574) (9,747)
01 REVENUE Total (11,336) (13,082) (8,706) (9,962)
06 GOVERNMENT GRANTS (25,540) (43,068) (66,853) (71,574)
02 PUBLIC REVENUE Total (25.540) (43.068) (66.853) (71.574)
Total (36,876) (56,150) (75,559) (81,536)

09 COLLECTION COSTS 0 0 0 0

10 PROGRAMME COSTS 22) ©) ) 10

10B BROADCAST COSTS 18,892 19,843 21,738 24,883

10B BROADCAST COSTS 10C ROYALTIES TO SOCIETIES 0 0 2 2

Total 18,892 19,843 21,740 24,885

11 SATELITE & LINKING COSTS 6,847 7,728 5,915 7,405

13 ENERGY COSTS 19,897 15,060 19,370 23,125

15 HIRING CHARGES 35,865 34,472 33,003 29,662

16 SERVICES & LEVIES 7,687 9,215 12,244 10,684

17 TRANSPORT COSTS 8,292 11,932 9,347 8,084

19 MAINTENANCE 19,232 31,003 27,795 31,684

20 INSURANCE & SECURITY COSTS 2,431 8,204 8,620 10,328

21 MARKETING COSTS 1,299 3,207 1,552 1,242

22 PERM STAFF BASIC 151,151 173,310 196,403 208,660

22A PERM STAFF ALLOWANCES 21,317 24,478 31,255 26,662

02 EXPENSES 228 PERM STAFF CONTRIBUTIONS 45104 53,556 40,768 44,283
22C TEMP STAFF & OVERTIME 45,888 41,131 47,203 25,349

22 REMUNERATION 22D BONUSES 13,260 14,377 18,471 15,265

22E FREELANCE/NON HCM 12,057 11,414 8,366 10,721
22F PERM STAFF : CORP ADJUSTMENTS (8,464) (12,415) (18,044) (12,500)

Total 280,315 305,852 324,422 318,440

23 PERSONNEL COSTS 14,390 36,781 22,514 17,709

24 TRAVEL & SUBSISTENCE 6,576 6,532 4,779 6,140

25 STATIONARY & PRINTING 3,459 2,909 2,061 1,913

26 COMMUNICATION COSTS 5,002 5,880 6,503 4,919

27 OFFICE COSTS 16,927 6,137 4,258 5,336

28 FINANCIAL & WRITE-OFF CHARGES 1,090 25,804 435 275

29 PROF & CONSULTING SERVICES 109,037 125,116 66,448 54,354

30 PRODUCTIVITY BUDGET CUT 0 0 0 0
49 COSTS CAPITALISED (93,235) (18,343) (23,000) (5,000)

Total 464,072 637,323 548,097 551,195

03 DEPRECIATION 80,734 135,842 169,598 211,377
04 INTEREST 3,175 3,875 24,853 19,862
05 TAX 0 0 0 0
Total 511,105 720,890 666,989 700,898
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COMMERCIAL TOTAL

FY07/08 Actual

FY08/09 Actual

FY09/10 Budget

FY10/11 Budget

R'000 R'000 R'000 R'000

01 ADVERTISING REVENUE (392) 58,162 0 0

02 SPONSORSHIP REVENUE 0 (4,258) (0) 0

03 CONTENT EXPLOITATION 1,840 (4,187) (23,150) (25,000)

01 COMMERCIAL REVENUE |04 DIGITAL MEDIA REVENUE (8,171) (5,724) (6,617) 0

05 OTHER EXTERNAL REVENUE (3,286) (408) (117) (433)

01 REVENUE 05A OTHER FACILITY REVENUE (2,113) (5,946) (5,416) (3,000)
Total (12,121) 37,638 (35,300) (28,433)

08 TV LICENCE REVENUE (822,322) (864,638) (876,696) (888,360)

02 PUBLIC REVENUE Total (822,322) (864,638) (876,696) (888,360)

03 NON-CASH REVENUE (954) (58) 0 0

Total (835,398) (827,058) (911,997) (916,793)

09 COLLECTION COSTS 151,751 176,066 183,225 167,934

10 PROGRAMME COSTS 0 0 0 0

10A TRADE EXCHANGE COSTS 0 0 0 0

10B BROADCAST COSTS 6,749 1,928 9,731 8,524

10B BROADCAST COSTS 10C ROYALTIES TO SOCIETIES 15,094 14,317 23 39

Total 21,843 16,246 9,754 8,563

11 SATELITE & LINKING COSTS 7 108 0 0

13 ENERGY COSTS 6 1,815 3,219 3,915

15 HIRING CHARGES 6,100 4,654 5,847 5,268

16 SERVICES & LEVIES 48 500 632 663

17 TRANSPORT COSTS 1,503 2,144 3,675 1,846

19 MAINTENANCE 6,783 15,503 13,622 15,488

20 INSURANCE & SECURITY COSTS 2,714 3,551 4732 4,860

21 MARKETING COSTS 35,484 35,829 35,835 25,324

22 PERM STAFF BASIC 72,888 83,175 91,074 92,218

02 EXPENSES 22A PERM STAFF ALLOWANCES 17,879 21,087 20,881 20,712
22B PERM STAFF CONTRIBUTIONS 19,484 21,890 16,449 21,143

22C TEMP STAFF & OVERTIME 9,718 12,798 11,306 9,025

22 REMUNERATION 22D BONUSES 46,994 33,054 30,872 10,119

22E FREELANCE/NON HCM 4,570 12,564 4,669 2,539

22F PERM STAFF : CORP ADJUSTMENTS 0 0 0 0

Total 171,533 184,569 175,251 155,756

23 PERSONNEL COSTS 12,066 11,347 9,454 5,789

24 TRAVEL & SUBSISTENCE 6,337 9,177 6,151 4,033

25 STATIONARY & PRINTING 2,788 3,016 2,261 1,999

26 COMMUNICATION COSTS 6,432 7,328 6,483 4,416

27 OFFICE COSTS 783 3,045 4,128 902

28 FINANCIAL & WRITE-OFF CHARGES 2,025 (313,914) 9 46

29 PROF & CONSULTING SERVICES 5,885 4,391 4,560 9,320

30 PRODUCTIVITY BUDGET CUT 0 0 0 0

49 COSTS CAPITALISED 0 31 0 0

Total 434,091 165,405 468,840 416,121

03 DEPRECIATION 3,888 3,265 1,516 1,081
04 INTEREST 422 464 10 0
Total (396,997) (657,924) (441,631) (499,591)
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FY07/08 Actual FY08/09 Actual | FY09/10 Budget | FY10/11 Budget
REGIONS TOTAL R'000 R'000 R'000 R'000

01 ADVERTISING REVENUE 1) 0 0 0

02 SPONSORSHIP REVENUE 0 0 0 0

03 CONTENT EXPLOITATION 0 0 0 0

01 COMMERCIAL REVENUE |04 DIGITAL MEDIA REVENUE 0 0 0 0

01 REVENUE 05 OTHER EXTERNAL REVENUE (4,658) (4,734) (5,660) (5,131)
05A OTHER FACILITY REVENUE (917) (799) (307) (67)

Total (5,576) (5,532) (5,967) (5,198)

03 NON-CASH REVENUE 0 0 0 0

Total (5,576) (5,532) (5,967) (5,198)

09 COLLECTION COSTS 0 0 0 0

10 PROGRAMME COSTS (0) 27) 3 44

10B BROADCAST COSTS 85 1 27 2

10B BROADCAST COSTS 10C ROYALTIES TO SOCIETIES 0 0 0 0

Total 85 1 27 2

11 SATELITE & LINKING COSTS (5) (1) 0 0

13 ENERGY COSTS 5,456 6,755 8,486 11,385

15 HIRING CHARGES 8,288 13,832 14,823 11,699

16 SERVICES & LEVIES 7,323 6,674 7,554 8,662

17 TRANSPORT COSTS 5,644 6,873 6,006 4,787

19 MAINTENANCE 2,552 1,767 1,603 2,037

20 INSURANCE & SECURITY COSTS 7,019 8,456 9,489 14,901

21 MARKETING COSTS 3,888 4,454 4,150 1,612

22 PERM STAFF BASIC 25,501 31,929 34,355 34,977

02 EXPENSES 22A PERM STAFF ALLOWANCES 4,761 5,687 5,981 5,675
22B PERM STAFF CONTRIBUTIONS 7,839 9,531 7,314 7,771

22C TEMP STAFF & OVERTIME 1,715 2,347 1,516 490

22 REMUNERATION 22D BONUSES 2,651 2,779 2,503 2,288

22E FREELANCE/NON HCM 102 406 101 0

22F PERM STAFF : CORP ADJUSTMENTS 0 0 0 0

Total 42,568 52,678 51,770 51,201

23 PERSONNEL COSTS 2,809 5,977 3,776 1,521

24 TRAVEL & SUBSISTENCE 1,402 2,184 1,836 989

25 STATIONARY & PRINTING 1,120 1,240 1,432 1,055

26 COMMUNICATION COSTS 2,204 3,714 3,438 2,922

27 OFFICE COSTS 1,846 4,756 5,255 3,396

28 FINANCIAL & WRITE-OFF CHARGES 3,690 (1,092) (350) 123

29 PROF & CONSULTING SERVICES 55 (60) 0) 49

49 COSTS CAPITALISED (3) (18) 0 0

Total 95,941 118,163 119,299 116,385

03 DEPRECIATION 8,130 8,196 7,917 7,985
04 INTEREST 140 315 37 117
05 TAX 0 0 0 0
Total 98,635 121,142 121,287 119,289
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FYO07/08 Actual FY08/09 Actual FY09/10 Budget | FY10/11 Budget
GROUP TOTAL R'000 R'000 R'000 R'000

03 CONTENT EXPLOITATION (11) 115 (64) 0

04 DIGITAL MEDIA REVENUE (405) 0 0 0

01 COMMERCIAL REVENUE |05 OTHER EXTERNAL REVENUE (8,963) (15,419) (14,543) (3,664)

05A OTHER FACILITY REVENUE (348) (1,471) 15 (38)

01 REVENUE Total (9,727) (16,775) (14,592) (3,702)
02 PUBLIC REVENUE 0 5,805 0 0

03 NON-CASH REVENUE (13,378) 0 (16,250) (22,500)

Total (23,105) (10,970) (30,842) (26,202)

09 COLLECTION COSTS 0 0 0 0

10 PROGRAMME COSTS 501 383 19 (79,977)

10A TRADE EXCHANGE COSTS 0 0 14,250 22,500

10B BROADCAST COSTS 10,899 13,659 9,982 3,765

108 BROADCAST COSTS Total 10,899 13,659 9,982 3,765

11 SATELITE & LINKING COSTS 545 470 305 380

13 ENERGY COSTS 53 5,221 8,577 10,745

15 HIRING CHARGES 8,062 1,507 3,619 1,375

16 SERVICES & LEVIES 5,939 2,048 1,819 2,477

17 TRANSPORT COSTS 3,107 3,130 3,505 1,900

19 MAINTENANCE 3,933 1,962 2,469 1,235

20 INSURANCE & SECURITY COSTS 9,283 6,736 8,091 3,820

21 MARKETING COSTS 57,442 40,951 34,281 33,895

22 PERM STAFF BASIC 97,891 129,423 129,882 101,197

22A PERM STAFF ALLOWANCES 20,239 23,433 31,040 27,388

02 EXPENSES 22B PERM STAFF CONTRIBUTIONS 34,010 32,123 21,996 24,271
22 REMUNERATION 22C TEMP STAFF & OVERTIME 7,025 6,955 5,136 2,322

22D BONUSES 18,221 12,847 14,602 24,555

22E FREELANCE/NON HCM 702 643 571 3,041

22F PERM STAFF : CORP ADJUSTMENTS (944) (20) (4) 0

Total 177,143 205,403 203,223 182,774

23 PERSONNEL COSTS 12,507 21,293 18,690 6,442

24 TRAVEL & SUBSISTENCE 11,145 11,966 11,957 6,926

25 STATIONARY & PRINTING 4,688 12,666 6,774 3,697

26 COMMUNICATION COSTS 6,531 6,334 4,628 2,768

27 OFFICE COSTS 4,409 5,670 6,534 4,665

28 FINANCIAL & WRITE-OFF CHARGES (27,097) 156,376 10,634 5,307

29 PROF & CONSULTING SERVICES 86,206 107,460 46,734 77,532

30 PRODUCTIVITY BUDGET CUT 0 0 (1,900) 0

41 DEPRECIATION 49 0 0 0

49 COSTS CAPITALISED 19 37 0 0

Total 375,364 603,273 394,191 292,227

03 DEPRECIATION 42,666 40,833 45,052 44,563
04 INTEREST (64,987) 31,794 90,970 148,930
05 TAX 64,970 (124,347) 0 0
Total 394,909 540,584 499,371 459,518
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FYO07/08 Actual | FYO08/09 Actual | FY09/10 Budget | FY10/11 Budget
PENSIONTOTAL R'000 R'000 R'000 R'000
01 REVENUE (1,757) (1) 0 0
10B BROADCAST COSTS 10B BROADCAST COSTS 2 0 0 0
Total 2 0 0 0
15 HIRING CHARGES 42 8 2 0
16 SERVICES & LEVIES 5 0 0 0
17 TRANSPORT COSTS 19 18 59 0
19 MAINTENANCE 0 (12) 0 0
20 INSURANCE & SECURITY COSTS 0 0 0 0
21 MARKETING COSTS 0 0 1,110 0
22 REMUNERATION 1,406 1,937 1,776 1,926
02 EXPENSES 23 PERSONNEL COSTS 337 24 1,428 34
24 TRAVEL & SUBSISTENCE 155 0 150 0
25 STATIONARY & PRINTING 86 17 50 0
26 COMMUNICATION COSTS 62 60 55 0
27 OFFICE COSTS 3 1 6 5
28 FINANCIAL & WRITE-OFF CHARGES 3 6 0 0
29 PROF & CONSULTING SERVICES 235 (20) 0 0
30 PRODUCTIVITY BUDGET CUT 0 0 (248) 0
Total 2,356 2,041 4,387 1,964
03 DEPRECIATION 15 13 7 2
04 INTEREST 0 0 (1) 0
Total 613 2,053 4,393 1,966
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FY07/08 Actual FY08/09 Actual | FY09/10 Budget | FY10/11 Budget
AIRWAVE TOTAL R'000 R'000 R'000 R'000

01 REVENUE 0 0 (56) 0
13 ENERGY COSTS 0 15 36 56

15 HIRING CHARGES 0 0 0 0

16 SERVICES & LEVIES 0 5 7 9

17 TRANSPORT COSTS 0 0 0 0

19 MAINTENANCE 0 8 0 0

20 INSURANCE & SECURITY COSTS 0 6 10 22

22 REMUNERATION 0 628 2,014 2,959

23 PERSONNEL COSTS 0 3 65 61

02 EXPENSES 24 TRAVEL & SUBSISTENCE 0 5,272 (15) 0
25 STATIONARY & PRINTING 0 33 0 0

26 COMMUNICATION COSTS 0 3 0 0

27 OFFICE COSTS 0 0 10 10

28 FINANCIAL & WRITE-OFF CHARGES 0 (86) Q) 0

29 PROF & CONSULTING SERVICES 0 4 0 0

30 PRODUCTIVITY BUDGET CUT 0 0 (124) 0

Total 0 5,891 2,004 3,117

04 INTEREST 0 2 0 0
Total 0 5,893 1,948 3,117
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FY07/08 Actual | FY08/09 Actual | FY09/10 Budget| FY10/11 Budget
PROJECTS TOTAL R'000 R'000 R'000 R'000

05 OTHER EXTERNAL REVENUE (214) (214) 0 0

01 COMMERCIAL REVENUE 05A OTHER FACILITY REVENUE 0 0 0 0

01 REVENUE Total (214) (1,105) 0 0
Total 0 (213) 0 0

09 COLLECTION COSTS 0 0 0 0

10 PROGRAMME COSTS 0 9,780 (174,851) 0

10B BROADCAST COSTS 0 0 510 0

11 SATELITE & LINKING COSTS 0 0 1,800 0

13 ENERGY COSTS 0 27 99 59

15 HIRING CHARGES 16 26 2 0

16 SERVICES & LEVIES 0 7 29 10

17 TRANSPORT COSTS 0 9 36 0

19 MAINTENANCE 6 (10) 4,709 0

20 INSURANCE & SECURITY COSTS 3 14 28 18

21 MARKETING COSTS 0 297 1,325 0

22 PERM STAFF BASIC 673 2,830 3,624 3,870

22A PERM STAFF ALLOWANCES 74 625 806 738

22B PERM STAFF CONTRIBUTIONS 250 47,268 211 583

02 EXPENSES 22C TEMP STAFF & OVERTIME 2 755 432 55
22 REMUNERATION 22D BONUSES 60 (12,934) 205 170

22E FREELANCE/NON HCM 0 246 1,453 969

22F PERM STAFF : CORP ADJUSTMENTS 184,841 35,482 (44,000) 0

Total 185,900 74,272 (37,269) 6,385

23 PERSONNEL COSTS 337 1,169 189 21

24 TRAVEL & SUBSISTENCE 114 1,573 557 0

25 STATIONARY & PRINTING 53 163 65 5

26 COMMUNICATION COSTS 50 171 107 8

27 OFFICE COSTS 17 44 71 20

28 FINANCIAL & WRITE-OFF CHARGES 0 (13) 25 0

29 PROF & CONSULTING SERVICES 831 12,232 8,218 0

30 PRODUCTIVITY BUDGET CUT 0 0 0 0

49 COSTS CAPITALISED 0 0 0 0

Total 187,327 99,761 (194,351) 6,527

03 DEPRECIATION 43 29 195 134
04 INTEREST 39 0 ) 0
05 TAX (242,019) 0 0 0
Total (54,813) 98,685 (194,156) 6,660
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FY07/08 Actual | FY08/09 Actual | FY09/10 Budget | FY10/11 Budget
ADJUSTMENTS TOTAL R'000 R'000 R'000 R'000
05 OTHER EXTERNAL REVENUE (31) 0 0 0
01 REVENUE 01 COMMERCIAL REVENUE Towl e 5 0 0
Total (31) 0 0 0
10B BROADCAST COSTS 0 0 0 0
13 ENERGY COSTS 0 26 47 57
15 HIRING CHARGES 2 3 0 0
16 SERVICES & LEVIES 0 7 9 9
17 TRANSPORT COSTS (23) 17 0 0
19 MAINTENANCE 0 0 0 0
20 INSURANCE & SECURITY COSTS 0 11 14 18
21 MARKETING COSTS 0 0 0 0
22 PERM STAFF BASIC 752 1,555 0 0
22A PERM STAFF ALLOWANCES 165 0 0 0
22B PERM STAFF CONTRIBUTIONS 178 252 (91,748) 0
02 EXPENSES |22 REMUNERATION 22C TEMP STAFF & OVERTIME 0 0 0 0
22D BONUSES 64 0 0 0
22F PERM STAFF : CORP ADJUSTMENTS 0 (104) 0 0
Total 1,160 1,703 (91,748) 0
23 PERSONNEL COSTS 14 0 0 0
24 TRAVEL & SUBSISTENCE 0 19 3 0
25 STATIONARY & PRINTING 8 12 17 0
26 COMMUNICATION COSTS 21 4 0 0
27 OFFICE COSTS 4 0 0 0
28 FINANCIAL & WRITE-OFF CHARGES 0 49,912 0 0
29 PROF & CONSULTING SERVICES (59) 0 0 0
Total 1,129 51,715 (91,657) 84
03 DEPRECIATION 19 18 10 8
04 INTEREST 0 64 (474) 0
Total 1,117 51,797 (92,121) 92
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Annexure 1: Risk Management Framework

1. Risk management framework

The Risk Management Framework applies across the entire South African Broadcasting Corporation
(SABC) from the strategic level down to operational and business process level and, as such, covers
the following categories of risk:

1 Strategic i those risks that can influence the SABC from achieving its strategic goals and
objectives.

1 Functional T those risks that can influence a business unit or function within the Corporation from
achieving its goals and objectives as per the individual business and cluster plans.

1 Process i those risks that can influence a business process within a business unit and or cluster
and or function from achieving its objectives.

1 Project 7 those risks that can influence and prevent the achievement of project goals and
objectives.

The risk management framework document supports the SABC business and operational strategies,

the board approved balance scorecard, corporate governance initiatives, financial sustainability (as

well as best possible funding model in the South African Environment), and the achievement of its

public service mandat e. To support the aforementi once
should be based on internationally recognized risk management framework/standards such as the

COSO Enterprise Risk Management Framework, the Australian/New Zealand Standard on Risk

Management, the National Treasury Risk Management Framework, the Institute of Risk Management

of South Africa Risk Management (IRMSA) framework, and the like

1.1. South African Broadcasting Corporation (SABC) Structure

1.1.1. Business Introduction

1.1.1.1 Vision

fiBroadcasting for total empower mento

1.1.1.2 Mission

ATo be a people centred, ¢ o ndtrategitally docuisseccamd sustamable n ol ogy

public service broadcastero

1.1.1.3 Values

AConversations and partnerships; Restoring of human o
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1.1.1.4 Corporate Goals of the SABC

1.1.2.Core Business Structure

The functions and duties of the SABC, as determined by parliament, are specified in the Broadcasting
Act, No. 4 of 1999, as amended. The Act sets out the Charter with which the SABC has to comply. In
terms of this charter, the SABC, in pursuing its goals and exercising its powers, it enjoys the freedom
of expression and of journalistic, creative, and programming independence that is guaranteed by the

Constitution of South Africa.

The SABC is governed by a Board of Directors, the non-executive members of which are nominated
by the public and appointed by the President on the recommendation of the Parliamentary Portfolio
Committee on Communications. The Executive directors are appointed by the Board. The Board
consists of a majority of non-executive directors in terms of the provisions of good governance
practices as suggested by the King Report on Corporate Governance as well as the Protocol on
Corporate Governance for the Public Sector. The fiduciary duties of the Board are clearly stipulated in
terms of Section 50 to 53 of the Public Finance Management Act, No. 1 of 1999, as amended, read in

conjunction with the applicable Treasury Regulations as well as the Companies Act.

Good corporate governance i s integral to the role
broadcaster and underpins its multi-faceted operations. The Board of directors is at the core of the
SABC6s system of corporate governance and remains ul

performance and affairs of the Organisation.

The Board is assisted in the execution of its mandate by a number of Board Committees constituted
with specific focus areas, and with such power and authority as the Board deems appropriate. (Each
defined in the Terms of Reference??) The following are the Board Committees:

Audit committee

BEE and transformation committee
Executive committee

Finance committee

Human resource committee

News committee

Public broadcasting services (PBS) committee
Public commercial services (PCS) committee
Programming committee

Remuneration committee

Risk management committee

Technology committee

=A =4 =4 =4 4 4 -4 4 -4 A -4 -4 -

Security committee
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T 2010 committee

The following diagram reflects the key components

SABCO6s RM Structure

Board
Risk
Committee
[
GCEO
¥
Executive
Strat & RM
| L2
Internal Risk
Audit Management
Line Line Line Line Line Line Line

Managemen{ [Managemen{ | Managemen{ [Managemen{ | Managemen{ [Managemen{ | Management

LT ]

Evaluates
RM

Risk Management structure

2. Enterprise-wide Risk Management (ERM)

2.1. Legal Mandate

Section 51(1)(a)(i) of the Public Finance Management Act 1 of 1999, (PFMA) as amended, read in
conjunction with Section 3.2 of the Treasury Regulations makes risk management and the design and
implementation of internal control mechanisms and systems the responsibility of the Accounting
Authority. Section 57 of the PFMA extends the igener al r es paf the Bdaid las the e s

accounting authority to all management and staff. This aspect forms the cornerstone in the

(e

institutionalization of risk management in the public service. It clearly establishes accountability and

responsibility for risk management at all levels within the SABC, and does not limit it to the Board.

The King Report on Corporate Governance although not law reflects the importance and strategic
value that risk management contributes as an integral part of the business strategy, culture and

effectiveness of an organisation to reasonably achieve its goals and objectives.
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Risk management is undoubtedly one of the most important management tools within the corporate
governance arena especially during an era of extensive public service reforms, enhanced governance

practices and outcome driven demands by government.

Corporate governance is a guidance system for the achievement of planned objectives T it is an
objectives focussed concept. Management of risk is part of each objective at all levels of the SABC.
Risk management develops risk treatment plans that are at the same time the controls and strategies
associated with achieving each objective. From this it can be seen that corporate governance is an
organi zationébés strategic response to risks and
by which organizations are directed, controlled and held to account. It encompasses authority,

accountability, stewardship, leadership, direction and control exercised in the SABC.

2.2. Definition of Risk Management

2.2.1. Risk
Risk is defined in the Australia/New Zealand Risk Management Standards (AS/NZS 4360:2004) as

ithe chance of somewihliln ghahvaep paenniinmgp atchtatupon objective

2.2.2. Risk Management

Risk management is ia continuous, proacti ve and systematic

accounting authority, accounting officer, management and other personnel, applied in strategic
planning and across the SABC, designed to identify potential events that may affect the SABC, and
manage risks to be within its risk tolerance levels, to provide reasonable assurance regarding the
achievement of SrTAiBdefinibob ¢glearty reflectetbecculture, processes and structures
that are directed towards realising potential opportunities whilst managing adverse effects. This
definition is a hybrid of the definitions contained in the Committee of Sponsoring Organisations of the
Treadway Commission (COSO) ERM framework and the AS/NZS Standards

2.3. Purpose of the framework

The purpose of this framework is to:

19 Describe the SABC6s risk management philosophy,

1 Guide the implementation of the risk management process in a uniform manner across the
organization;

1 Educate line managers and employees on the essential tasks of risk management.

2.3.1.Intended Users of the framework

The intended user of this framework is everyone in the organization who is charged with the

responsibility and accountability for managing risks. This includes (but not limited to):
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1 SABC Board i responsible for the total process of risk management within the organisation and
for ensuring that management has implemented an effective and efficient risk management
process within the organisation.

1 Executive Committee T accountable to the Board for designing, implementing and monitoring the
risk management processes.

Group Risk Managericust odi an of SABCo6s enterprise risk

Heads of business units and corporate functions 1 responsible and accountable for effectively
managing risks within their respective businesses

1 All line managers 1 responsible for assisting the Heads of Businesses in executing their
responsibility.

1 Internal Audit department i who have a key assurance role to play in the process.

The balancing of risk and reward is fundamental to achieving business continuity for the SABC. As
risk management is central to all business decisions and has as much focus on the need to seize
opportunities as well as control threats. As a result the SABC has embarked on a risk management
process of being il r i-asvka r te ldecome genuinely fi r i-esrka b |. €his @rocess requires far more
than the adoption of a set of self-assessment checklists and annual reporting tools. Rather the SABC
is currently building risk management muscle into all areas of operations, using tools, the code of
ethics, policies, delegations of authority and business transformation to develop and align appropriate
processes and systems for supporting how people work and the achievement of the strategic

business strategy, goals and objectives.

The process to embed risk management into the
Governance Cluster, and will be entrenched into the culture of the SABC viathe i Code of

and ivabee St aaswalhasihroogh the (GCEO and Governance Cluster). This requires a
common agenda and vision for the SABC to act in an integrated fashion that affords a consistent,
positive maintenance of the risk-reward balance in an ethical manner, which also takes cognisance of
the well being of humanity and the ecology. This agenda and vision will be coupled with an

appreciation of the SABCO6s fArisk exposureo ki

appetited a n driskiitolerance levelsb appropriate to the aclivavement

Dri vaemd¢héefibusi ness .strategyo

Central to the success of this new approach is the clarification of accountabilities and responsibilities
for risk management within the SABC. The current business conditions of the SABC warrants a risk
management approach that operates off separate risk agendas, (Operations; Procurement; Health,
Safety and Environment; Information Technology; Quality; Fraud Prevention and Compliance), but

controlled via the Risk Management Function, Risk Committee and Operational Risk Committees.

3. Shared Leadership i Roles and Responsibilities
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I n moving from a Arisk awared to a Arisk enabl
shared leadership with a team approach will help contribute to the success of integrated risk

management throughout the company.

The SABC has established a framework of responsibilities which is consistent with the following

generally recognized basic principles of sound risk management practice:

Appropriate oversight by the Board, Group CEO and executive management.
Adequate risk management processes that provide for continuous risk assessment, monitoring
and reporting by management.

1 The embedding of risk management into the activities of each business unit as an integral part of
business.

1 Comprehensive internal controls and assurance processes linked to key business risks and

associated objectives.
3.1. Accounting Authority (The Board)

The Executive Authority has overall strategic

management system and control as well as forming its own opinion on the effectiveness of the

process. The Board must:

1 Ensure that an adequate and effective risk management system is in place.

1T Decide the SABCO©OBopergtigal ind in every respectr i s k

I Set the risk strategy in liaison with the Board Risk Committee, Group CEO and executive
management.

1 Demonstrate that the Board has dealt comprehensively with the issues of risk management and
control.
Disclose on matters such as risk tolerance and the risk management process in the annual report.
Approves the risk strategy and policies for effective management of risks within the SABC.
Establishment of a Board Risk Committee and
terms of reference.
Ensure that risk management is part of the business strategy and planning process
Ensure that a comprehensive risk assessment is undertaken at least annually, which must
include:
0 Business continuity

o Information technology

o Fraud

0 Health & safety

o Environmental

0 Quality assurance.

91 Direct the risk culture and reinforce the commitment to sound risk management policies,

practices, standards, models and techniques.
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3.2. Board Risk Committee

This Committee is primarily tasked with the responsibility to assist the Board in executing its
responsibilities with respect to risk management as set out above. The powers, role and responsibility
of the Board Risk Committee must be contained in its Charter as approved by the Board. The

following are the key areas of responsibility of this Committee:

1.2
3.3. Audit Committee

The Audi't Commi tteebds risk management responsi bi

follows:

1 Review the results of the Enterprise-wide Risk Assessment.

1 Review the risk management strategies and policies of the Corporation.

1 Review the adequacy and effectiveness of the ERM and control systems in place

1.3

3.4. Group Chief Executive Officer

The Group CEO of the SABC is accountable to the Accounting Authority (Board) while the Board is

accountable to the Executive Authority (applicable Minister) for ensuring that the SABC has and

maintains an effective, efficient and transparent risk management process. More specifically the

Accounting Officerés responsibilities include:

1 Make recommendations to the Board Risk Committee and or the Board from time to time on
matters relating to risk thresholds, risk policies, risk framework, risk strategies and the risk
philosophy of the SABC.

1 Develop the necessary risk framework, policy statement, risk management policy, risk strategy
and plan, ERM architecture and structures.

1 Ensuring that a formal risk management system (ERM) is developed and implemented into all
business areas of the SABC.

1 Identifying the risk appetite and risk tolerance levels and submitting such to the Board for
approval.

1 Ensure that leading practice risk management models, standards and techniques are used in the
ERM program and system.

1 Ensure that strategic, operational and financial risk assessments are undertaken on at least an
annual basis.

T Consi der t heignificard éxposusesaddsenssre effective risk assessment criteria is in
place
Ensure that there are effective communication, measuring and monitoring systems in place.
Ensure he/she receives regular reports on the status of significant risks and related risk treatment
plans and the effectiveness thereof.

f Ensuring that the managing of risks is everyoneods
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1 Ensuring that there are effective systems, processes, policies and internal control systems in
place within the SABC and that they are operational in all respects.
Establishment of appropriate ERM and operational risk committees.
Ensure that the ERM system is linked to the SABC performance management system as well as
the balance scorecard.

1 Determining the reasons relating to the non-achievement of business goals and objectives as well
as the value achieved by fulfilling such objectives.

9T Determining the companyds ability to respond to cha

3.5. Risk Management Committee (RMC)

The Group CEO must establish a Risk Management Committee and Operational Risk Committees to
assist in executing this responsibility. This committee is a sub-committee of Exco. The roles and

responsibilities of the RMC are as set out in its Terms of Reference are as follows:

T Review the SABC6s risk management framework and str
significant subsequent changes thereto. This will include the review and approval of risk
identification and measurement methodologies.

1 Review the effectiveness of the risk management process on an on-going basis at entity and
operational level.

1 Consider the adequacy of risk management strategies for significant risks facing the SABC,
including the adequacy of insurance cover for infrastructure assets where appropriate.

1 That the entity and operational risks are assessed on an on-going basis and adequacy of the
control activities designed to respond to risks throughout the SABC.

Development and maintenance of a risk register using international benchmarks and standards.
Monitor the progress and implementation of action plans and or treatments to address significant
risks.

1 Provide Exco with regular reports dealing with the effectiveness of the risk management process
as well as information on significant risks and the status of the control environment.

1 Make recommendations from time to time to Exco, the Group CEO and or the Minister on matters
relating to risk thresholds, risk policies, risk strategies and risk philosophy.

1 Consider any significant internal audit, forensic audit and external audit findings relating to risk
management and the control environment and whether appropriate action/s has been taken.

1 Review and recommend approval of the internal audit plan to the Audit Committee. This to ensure
that the risk management and internal audit processes are aligned.
Facilitate communications with stakeholders on common risk issues.
Generally do whatever is necessary to promote a sound risk management culture within the
SABC.

1 Generally deal with all other matters as may be delegated to the by the Board, Risk Management

Committee and Group CEO, from time to time.
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3.6. Line Management

Line management will be directly responsible for the management of ERM, measurement, evaluation,
analysis, treating and reporting of all risk positions, status and strategies. The ERM Risk Committee
together with the various Operational Ri sk Committ e
functions, while line management will be responsible for the day-to-day interpretation and

management of policy and procedural issues associated with risk management.

Risk identification is a line management responsibility. Accordingly, the approvals, responsibilities and
accountabilities applicable to the identif i cat i on, anal ysi s, treat ment , and
risks, must be reported on a monthly basis to the Operational Risk Management Committees and

quarterly to the ERM Risk Management Committee.

Where current risk controls are deemed ineffective to grow or reduce the risk exposure and therefore

warrant action, appropriate control improvement and action plans, will be prepared by line
management. Included in each control or growth plan will be the allocation of accountabilities and

action dates for the implementation of the control growth improvement plan.

3.7. Internal Audit

As part of the corporate governance, control and assurance mechanism there must be alignment of

the risk management process with that of the internal audit processes

Internal audit should play a key role in the evaluation and monitoring process of ERM as per the
International Standards for the Professional Practice of Internal Auditing as published by the Institute
for Internal Auditors (I1A). The risk management and internal audit processes should be aligned for

purposes of ensuring that:

1 Internal audit must provide assurance on the adequacy of the control environment in minimizing
the risk exposure.

1 Internal audit must evaluate the effectiveness of the risk management process on a periodic
basis.

1 Internal audit provides assurance on the operating effectiveness of risk treatments and the
system of internal controls for significant risks.

1 The internal audit plan is informed by the outcomes of the risk management process.

The role of internal audit and the Audit Committee as part of the risk management process is essential

to the implementation of an effective risk management framework.

The under mentioned diagram (Figure 26) has been taken from a publication of the Institute for

Internal Auditors regarding the role of internal audit in ERM and clearly gives guidance on what
internal audit ficano and Acannot" do. This must be r
F r a me w-dnteknational Standards for the Professional Practices of Internal Auditing as published

by the Institute for Internal Auditors (I1A):
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4. Risk Management

The purpose of this section of the report is to show the key risks that the SABC currently face. The
risks to the SABC are identified and assessed by SABC line management with the assistance of the
Enterprise Risk Management team, using the Business Success and Enterprise Risk Management

(ERM) framework. The ERM framework comprises the following main risk categories:

A Financial risks T including funding, insurance, treasury and sales and marketing and credit

risks;
A Strategic risks - including business risks and external factors;
A Operational risks - including people, processes, operations and technology risks;

Governance aspects - including legal, governance and compliance risks.

Based on the ERM process, a dashboard (refer annexure A) is constructed to provide a high level
summar y o fresiual BR Prefile (risk ratings after taking into account the effectiveness of all
mitigating measures currently in place). The subjective risk ratings reflect the views of the responsible
line manager(s) and take into account the likelihood that the risk event could materialize, as well as
the impact or consequence should the risk event occur. Financial and non-financial consequences
(such as reputational damage) are considered and qualitative risk ratings are expressed using the

following risk matrix.
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