








and the development of competitive
integrated travel groups targeting multiple
markets such as the corporate, leisure
and online segments. These factors have
all contributed to the erosion of SATC's
value proposition.

Risk and realities

There has been additional adverse

impact resulting from changes to South
African competition law and Competition
Commission rulings, preventing SAA from
providing SATC with exclusive offers — once
a fundamental component of the value
proposition to franchisees. Franchisee
numbers declined from 86 in 2008 to 76
in February 2013. During the year under
review up to 50 percent of franchises
remained at risk as the return on investment
on an SATC franchise fell below 40 percent
of that of a typical competitor.

Special strategic circumstances

The dual role of SAA as both a supplier to
and a Shareholder in SATC, represents a
conflict because SAA is unable to invest
further in SATC without alienating other
retail groups who are responsible for 96
percent of the airline’s South African retail
revenue.

Compounding this challenge, as a
Shareholder, SAA is conflicted as it

needs to comply with the Competition

Act. The consequence of this obligation

is that any favourable deals SAA might

wish to offer via SATC cannot be offered
without contravening the Act. The vertical
relationship between SAA and SATC thus
prevents SATC from following market trends
of affiliation and consolidation between
competitors. This results in a reduced return
on investment for SATC franchisees, in turn
causing attrition and limiting growth for the
company as franchisees migrate to more
attractive consortiums.

Divestment

The material factors outlined above have
led to the strategic decisions outlined in the
LTTS for the Group to divest from SATC,

a process set in motion during the year
under review, and which is expected to be
completed in 2014.

While the consequence of these material
factors and the decline of SAA support

has been that little equity has been left in
the business for SAA as the Shareholder,
and no rationale for retention remains, the
sale will still contain the key condition of

a contracted future-proofed retention of
the SAA brand to ensure that any residual
commercial value is retained for the Group.
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There has been a great deal of uncertainty
arising from the divestment process with a
consequent risk of further franchisee loss.
Furthermore, competitors have apparently
been making approaches to some
franchisees with the intention of persuading
them to join their consortiums. SATC head
office has continued to monitor the situation
closely and has been implementing a
retention plan.

Predictably, the primary preoccupation
during the last quarter of the year under
review has been with the divestment
process along with its implications for

all of SATC’s key stakeholders. While the
divestment project itself has experienced
a delay, SATC has nevertheless been
reasonably successful in managing the
affected stakeholders. To ensure the long
term viability of the business, it is critical
that the divestment process be completed
as soon as possible.
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STRATEGY

There are five strategic imperatives

outlined for SATC in the LTTS. They

require the company to:

e Support South Africa’s National
Developmental Agenda
through job facilitation, greater
transformation and the positioning
of the organisation for growth

e Achieve and maintain commercial
sustainability through improved
margins, improved gearing and
improved liquidity

® Provide excellent customer service
through accurate segmentation,
focused targeting, and global
affiliation

e Achieve consistent, efficient
and effective operations by
establishing an optimal structure

e Foster performance excellence
through aligned and engaged
employees, aligned skills, an
accountability culture and an
appropriate reward system

» THE SATC VALUE PROPOSITION TO
TRAVEL RETAILERS COMPRISES
FOUR KEY COMPONENTS BASED ON
ITS RELATIONSHIP WITH THE SAA
GROUP, THE COST OF BELONGING,
THE PROVISION OF BUSINESS
DEVELOPMENT SUPPORT AS
WELL AS ACCESS TO PREFERRED
PARTNERSHIPS THAT YIELD VALUE.

The company expresses these components by
demonstrating:

» The backing of the leading airline
» Affordability and a better return

» Assistance with growth

» Good deals from suppliers

= SOUTH AFRICAN TRAVEL CENTRE CONTINUED

Outreach

A head office-run learnership programme,
aimed at assisting unemployed youth to
enter the travel industry job market was
concluded successfully at the end of

the fourth quarter. The programme, run
nationally, with preference being given to
students from underprivileged backgrounds
and rural communities was enabled by the
Culture, Arts, Tourism, Hospitality and Sport
Sector Education and Training Authority
(CATHSSETA), and saw 49 previously
unemployed learners receiving theoretical
and practical training. Awarded with a
National Certificate in General Travel NQF
level 5 certification, a number of learners
were able to secure employment with

the host employers as a result of their
outstanding performance.

Commercial factors

On the commercial side, with regard to

the containment of franchisee loss and
consequent loss of revenue, only one
franchisee has been lost to a competitor,
and another closed down. There has also
been an expansion into Africa, with the five
franchisees beyond the borders of South
Africa including one recently engaged in
Ghana, one in Swaziland, and another soon
to be added in Zambia.

Day-to-day operations

Despite the prevailing circumstances
outlined above, the business was still able
to operate with a fair degree of normality,
pursuing its policies in new franchise
recruitment, renewal of preferred-supplier
agreements and franchisee support.

While material risk remains a factor
impacting SATC as a going concern,
Shareholder loans from SAA continue to
support the company.

International partnership

While the challenge of a weakened value
proposition remains, SATC has been
strengthened through its partnership,
entered into in the year under review,

with the Germany-based Lufthansa City
Centre. With one franchisee agency already
participating, others from around South
Africa will soon be joining and able to
leverage this global affiliation. This long-term
partnership has the potential to bring
immense value to SATC members in South
Africa and on the rest of the continent.

Although the global downturn
has not severely impacted the
South African travel market,
the growth of six percent in
FY2013/14 reflects a certain
stagnation. Despite the market
segmentation of 70 percent
business travellers (itself
divided into 50 percent each
from the private and public
sectors), and 30 percent
leisure travellers, the internet
and online options have not
yet displaced the usage of
travel agents.

TRANSFORMATION AND CSI

The LTTS clearly outlines both the
social and commercial imperatives
of SAA as a State-owned Company
(SOC) in order to return the Group
to sustainability. As a consequence
of adhering to the Shareholder
mandate relating to the National
Developmental Agenda and job
creation guidelines, SATC maintains
a larger staff complement than
might be necessary if measured on
commercial grounds alone.

During the fourth quarter of the
year under review, SATC was able
to report that it had improved its
B-BBEE rating to level 2 from its
previous level 3. In a positive sign,
SATC has also seen the emergence
of black women-owned franchisees.
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~ STATEMENT BY THE COMPANY SECRETARY

The Company Secretary, Mr Sandile Dlamini, certifies that the company has lodged with the Companies and Intellectual Property Commission
all such returns and notices as required for South African Airways SOC Ltd in terms of the Companies Act and that all such returns and
notices are true, correct and up to date.

Sandile Dlamini
Company Secretary

19 January 2015

Name: Mr CS Dlamini

Business Airways Park, Jones Road Postal Private Bag X 13
address: OR Tambo International Airport address: OR Tambo International Airport
Kempton Park, 1619 Kempton Park, 1627
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DIRECTORS' REPORT
for the year ended 31 March 2014

Introduction

The directors have pleasure in presenting their report, which forms part of the annual
financial statements of South African Airways SOC Limited (SAA) and its subsidiaries —
‘the Group’ — for the year ended 31 March 2014.

The financial statements set out in this report have been prepared by management in
accordance with International Financial Reporting Standards (IFRS), and are based on
appropriate accounting policies adopted in terms of IFRS, as detailed in Note 1 to the

annual financial statements. There have been no changes made to the accounting policies

in the year under review. The accounting policies are supported by reasonable and prudent
judgements and estimates as detailed in Notes 3 and 4. The audited annual financial
statements are submitted in accordance with the statutory requirements of the Public Finance
Management Act No 1 of 1999 (as amended) (PFMA) and the South African Companies Act
No 71 of 2008.

The directors confirm that the annual financial statements present fairly the state of affairs
and the business of the Group, and explain the transactions and financial position of the
business of the Group for the year ended 31 March 2014.

Nature of the husiness and company shareholding

SAA is a State-owned company, incorporated in terms of the South African Airways Act

No 5 of 2007, reporting to the Minister of Public Enterprises as supported by the Department
of Public Enterprises (DPE). The airline’s principal activities include providing scheduled air
services for the transportation of passengers, freight and mail to international, regional and
domestic destinations. In fulfilling its mission to deliver commercially sustainable world-class
air passenger and aviation services in South Africa, the African continent and its tourism and
trading partners, SAA proudly operates to 38 destinations across the continent and provides
a competitive, quality air transport service within South Africa and to major cities worldwide.

Overview of operating and financial results

SAA and its subsidiaries continue to operate in highly competitive global markets, which

are rapidly liberalising and consolidating, resulting in growing levels of competition. As a
consequence, SAA continues to face strong competition in the domestic market, increasing
levels of competition in the regional (African) market and intense competition in the
international market. Mid-hemisphere airlines are capitalising on African market liberalisation
and continue to aggressively advance their positions.

The impact of the consistently high jet fuel price coupled with a further significant
deterioration in the value of the rand against all major currencies negated the positive impact
of sustainable cost compression initiatives undertaken over the past two years. Fuel remains
the biggest single expense, accounting for 36 percent (2013: 35 percent) of the Group’s
operating costs, and the continued weakening of the currency has had a significant impact
on operating costs, as approximately 60 percent of the Group’s costs are foreign currency

denominated whereas only 40 percent of revenues are earned in strong currencies. The HISTORICAL OPERATING RESULT

negative net impact of the weaker currency on the operating result was approximately

RO,6 billion. (R million)

Despite the challenging and competitive operating environment and significant negative 2000 —
impact of the weakening of the rand, the Group still managed to deliver a 12 percent
(R51 million) improvement in its operating result with a loss of R374 million compared 1500 —
to R425 miillion in the previous financial year.

1716

1000 —
During the current financial year, the company recognised impairments to aircraft and aircraft

inventory to the value of R1,3 billion. These impairments primarily relate to adjustments

500 —
required to their fair market values.

Finance costs increased by 38 percent to R263 miillion as a result of increased reliance on 0 —
Shareholder-guaranteed loan funding in the absence of equity support by the Shareholder.

-500 —
After depreciation and impairments, finance costs, tax and items reflected in other

comprehensive income the total comprehensive loss for the year is R2,6 billion against a

-1000 =T
prior year loss of R1,2 billion.

2010
2011
2012
2013

2014
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DIRECTORS’ REPORT (continued)

for the year ended 31 March 2014
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Operating performance

As previously mentioned, the Group’s operational result suffered significantly as a result of
the weakening rand, despite the positive outcome of the Group’s cost compression project.
Over the past two years, this project yielded sustainable cost savings in excess of R1,4 billion.

The SAA Group’s operations are segmented into three geographical areas and their
respective contributions to the Group’s operating result are as follows:

Domestic contribution

The Group’s domestic operations, which include both its SAA and Mango operations
delivered an increased positive contribution to the Group’s operating result of R791 million
(2013: R750 million), which represents an improvement over the previous financial year of
five percent.

The graph (Domestic contribution) depicts the contribution from the Group’s domestic
operations over the past five financial years reflecting a positive trend since the 2012
financial year.

The Group has identified the commaoditised local low-cost market as the area of potential
growth and, as a consequence, a strategic decision was taken to downscale its SAA
operations and focus on expanding its Mango operations to capitalise on this growth
opportunity. As a result the Group’s total domestic capacity offering increased by nine
percent culminating in a nine percent growth in passenger numbers and a 14 percent
growth in revenue.

Regional contribution

The Group’s regional operations delivered an increased positive contribution to the Group’s
operating result of R761 million (2013: R648 million), which represents an improvement over
the previous financial year of 17 percent.

The graph (Regional contribution) depicts the contribution from the Group’s regional
operations over the past five financial years.

SAA was able to achieve this improvement by downscaling its domestic network and
utilising the freed-up capacity to expand its regional network in accordance with the LTTS
(new strategy). This decision added four percent in available seat kilometres (capacity)
which, coupled with a seven percent increase in passenger numbers, realised an eight
percent improvement in yield and a 17 percent increase in passenger revenue.

International contribution

The Group’s international operations suffered an increased loss of R1,6 billion

(2013: R1,3 hillion), contributing negatively to the Group’s operating result. Since the significant
hike in fuel cost in the 2012 financial year, coupled with the weakening exchange rate and its
uneconomical old-generation wide-body fleet, SAA’s international operations have suffered
losses.

The graph (International contribution) depicts the contribution from the Group’s international
operations over the past five financial years.

The increased loss is largely attributable to the weakening currency as the negative impact
thereof is absorbed by the airline and cannot be passed onto its passengers. Competing
international airlines operating in strong currencies have a competitive advantage over
airlines, such as SAA, operating primarily in weaker currency markets. While passenger
growth remained flat year-on-year, passenger yields improved by 10 percent with an

11 percent improvement in passenger revenue.

The new strategy identified certain initiatives to improve the international operations’
contribution of which, amongst others, the closure of certain loss-making routes was
recommended. However, this was only partially implemented due to the perceived strategic
nature of certain identified routes, ie the Johannesburg/Beijing route. Despite measures
introduced to reduce losses on this route, this specific route accounts for 21 percent of the
losses arising from international operations. The strategic importance of this route will be
re-considered in the 2014/15 financial year.



Revenue

Group revenue increased by 12 percent to R30,3 billion from R27,1 billion in the previous
financial year. Airline revenue improved by 12 percent on the back of a 13 percent increase
in passenger airline revenue, primarily as a result of increased average air fares over

the previous financial year. This increase was, however, largely driven by the impact of the
19 percent weakening of the rand/dollar exchange rate. Other contributors to the increase
in passenger revenue were the 5,5 percent increase in revenue passengers and a marginal
1,7 percent increase in available capacity.

The graph (Total income) depicts the Group revenue trend over the past five financial years,
reflecting a continuous positive trend from 2010.

Operating costs

Operating costs over the past financial year remained well controlled but, as in the previous
financial year, were severely impacted by the weakening rand/dollar exchange rate. Although
total operating expenses increased by 11% year-on-year, the increase in real terms, adjusted
for currency movements, was only 2%.

The graph (R/$ exchange rate) depicts the 25 percent movement in the average rand/dollar
exchange rate over the past five years. Since 2012 the average rand/dollar exchange rate
deteriorated by 34 percent.

Cost compression project

SAA commenced a major cost compression programme in April 2012 with the objective

of ensuring a systematic, comprehensive and ongoing compression of the SAA Group’s
operating cost base, which is key to the new strategy of the airline. The aim is to achieve

a reduction in non-fuel CASK (Cost per available seat kilometre) of 20 percent by the end

of the 2014/15 financial year, without negatively impacting the demand-side revenue per
available seat kilometre (RASK). Further savings for the current financial year of R453 million
were achieved with cumulative savings over the past two years totalling in excess of

R1,4 billion, with an improvement in CASK of 11 percent over the previous financial year.

SAA AIRLINE CASK (NON-FUEL) IN USc
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The bulk of the savings were realised from fuel saving initiatives, mostly relating to carrying
less fuel through route optimisation, improved flight planning and various weight saving
measures; maintenance cost reductions through engine and leasing contract negotiations,
and on the general administrative side where Global Supply Management, as custodian of the
procurement process, continued to strongly support the cost compression principles when
new tenders were issued or contracts re-negotiated or extended.

Aircraft utilisation measures were also successful in driving improved aircraft utilisation via
quicker turnaround times and increased frequencies, together with cost savings, to effect
reduction in CASK.
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DIRECTORS’ REPORT (continued)

for the year ended 31 March 2014

OPERATING FUEL AND
REGULATED COST TREND
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For the next financial year, industry benchmarking will be used to indicate further areas of
focus for cost reduction and for this purpose industry experts have been appointed to assist
the airline.

Operating costs analysis

The graph (Operating fuel and regulated cost trend) depicts the operating cost and fuel cost
trend over the past five financial years.

Fuel costs

Fuel remains the single biggest cost contributor to the Group, having increased from

35 percent to 36 percent of total operating expenses. Despite the three percent decrease

in the average Brent crude oil price for the financial year, total fuel costs increased by

R1,5 billion (16 percent) from the prior year as a result of the weaker rand. The impact of the
weak rand was R1,6 billion. The graph (rand and dollar price of Brent crude oil) comparing
the rand and dollar price of Brent crude over the past five years clearly illustrates the steep
increase in the real rand cost of fuel to SAA. Since the 2011 financial year, the rand cost of
fuel increased by 77%.
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Employee costs

The graph (Historical employee costs and headcount) illustrates the trend in headcount and
employee costs over the past five years.

Employee costs, which represent the second largest contributor to operating expenses,

(17 percent) increased by eight percent to R5,3 billion. General staff received a 6,5 percent
increase for the year, whereas pilots received 6,2 percent and management 5,8 percent.
There was no significant increase in headcount as only critical vacancies were being filled.
During the year SAAT increased its staff at the Regional (Africa) outstations to support its
growth strategy. The weaker currency also negatively impacted employee costs paid to staff
abroad as well as subsistence allowances denominated in hard currency. In addition, the
commencement of the Cadet Pilot Programme during the year has resulted in additional
training costs being absorbed.

Maintenance costs

Maintenance costs reflect an increase of 16 percent to R2,7 billion from R2,3 billion in the
previous financial year. The majority of these costs are contract driven and, once again,
impacted by the weakening rand. The impact of the weak rand amounted to R518 million.



Aircraft lease costs

Aircraft lease costs have increased by 22 percent from R2,1 billion in the previous financial

year to R2,5 billion due to the impact of the newly acquired A320’s in the fleet, coupled with
the 19% depreciation in the rand. SAA acquired four new A320 aircraft during the financial

year, while Mango increased its capacity by acquiring two of the four Boeing 737-800’s that
have exited SAA’s fleet.

Leased fleet 2014 2013 Change
A330 6 6 -
B737 14 18 (4)
A319 1" 11 -
A320 6 2 4
A340 1" 11

Total SAA 48 48 -
B737 8 2
Total Mango 8 2
Total Group 56 54 2

Navigation, landing and parking fees

Regulatory costs (which include navigation, landing and parking fees) have increased by

18 percent from R1,7 billion in the prior year to R2,1 billion. Increases in fees charged by
airport service providers across the global network account for eight percent of this increase,
with the remaining 10 percent increase due to the weakening of the rand.

Other operating costs

Commissions and network charges have increased by 16 percent. After taking into account
the impact of currency on the Global Distribution Charges there is a direct correlation
between these costs and the improvement in airline revenue.

The 11 percent increase in electronic data costs from R495 million to R549 million is driven by
the weakening rand.

Excluding the impact of energy, regulatory and maintenance costs which are, to a large
extent, out of the control of management, the Group’s operating costs increased by seven
percent. Should the impact of currency be eliminated from these costs, the increase is only
four percent, which is testimony to the continued tight cost control maintained over these
controllable costs.

Net impairments

Wide-body fleet

Critical to the success of the implementation of the new strategy and the airline’s return to
profitability is the replacement of the current old-generation wide-body aircraft utilised on
international routes with more fuel-efficient new-generation aircraft. To the extent that the
decision to replace the wide-body fleet has reduced the anticipated remaining useful life of
its current owned wide-body aircraft, the Group was required, in terms of IFRS, to adjust
the market values to match their remaining useful lives. The Group owns seven wide-body
aircraft and, as a consequence, an impairment of R782 million was recognised on the
these aircraft.

Narrow-body fleet

During the current financial year the airline took delivery of four new A320 aircraft.

The agreement for the outright purchase of 20 aircraft, which was originally entered into in
2002 and later re-negotiated in 2009, provided for annual escalations, which has resulted
in the actual purchase price exceeding the market value of these aircraft at date of delivery.
The financing of these aircraft is being facilitated by way of sale and leaseback transactions,
which necessitated the impairment of each aircraft to fair market value on date of delivery.
As a result, an impairment of R369 million was recognised on the delivery of the first four
aircraft during the current financial year. Similar impairments are expected on all remaining
future deliveries.
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Inventory

As a result of the decision to replace the Group’s wide-body fleet, and in addition to the
required impairment on its wide-body fleet, an impairment of R192 million was recognised
during the financial year on all related inventory items.

Statement of financial position

Equity

Historically SAA had to operate with a weak balance sheet which, together with losses
incurred during the past three years, required additional assistance from its Shareholder.

In October 2012 SAA was granted a R5 billion Shareholder guarantee to secure its continued
operations until alternative forms of Shareholder support is received to restore the airline’s
capital and reserves position. During the past financial year this guarantee has been
converted to a perpetual guarantee. Subsequent to year end, this guarantee was increased
by an additional R6,488 billion.

The graph (Capital reserves and guarantees) depicts the capital and reserves trend over the
past five financial years.

Cash flow

Cash and cash equivalents at the end of the financial year improved by R1,021 billion from
R1,100 billion to a net overdraft position of R79 million as a result of the R3,2 billion raised
on the back of the government guarantee.

The cash raised was primarily applied to fund the Group’s operating activities of R1,7 billion
(2013: cash generated R161 million) which includes funding costs of R263 million (2013:
R191 million) as a result of increased reliance on Shareholder assistance in the form of
government guarantee backed loans.

In addition to the above a net R863 million (2013: R807 million) was applied to investing
activities which primarily relate to pre-delivery payments (PDPs) on the A320 transaction to
the extent of R1,1 billion (2013: R384 million).

It can further be noted that over a period of five years SAA has repaid loans to the value of
R3,3 billion and paid R1,7 billion on aircraft pre-delivery payments (refer graph alongside)
which has further contributed to the erosion of the cash reserves over the period.
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The graphs below analyse the sources of cash flows and how the cash was applied:

1692

CASH OUTFLOW (2014) — R4 146 MILLION

1084

CASH OUTFLOW (2013) — R1 572 MILLION
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Group operating data

2014 2013 2012 2011 2010
Capacity
Available seat kilometres (ASKs) (millions) 33 999 33441 32 423 32 378 31 543
Traffic
Revenue passenger kilometres (RPKs) (millions) 25 606 24 880 23 217 22 661 22 413
SAA* 23 124 22 901 21 509 21 181 21 081
Mango* 2 482 1979 1708 1480 1332
Revenue passengers (thousands) 9 332 8 846 8 087 8 053 8 023
SAA* 7 071 7 009 6 480 6 630 6735
Mango* 2 261 1837 1 607 1423 1288
Cargo — tonnes flown (thousands) 132 133 142 129 119
Utilisation
Passenger load factor (%) 75 74 72 70 71
Yield (passenger revenue/RPKs) — passenger* 0,78 0,71 0,69 0,68 0,65
Passenger revenue (R million)** 20 085 17 716 15908 15 443 14 598
Yield (revenue/ASKs) — airline revenue* 0,84 0,76 0,70 0,65 0,66
Yield (total income/ASKs) — total income* 0,89 0,81 0,74 0,70 0,71
Unit cost (cost per available seat kilometre)** 0,90 0,82 0,76 0,64 0,63
Labour cost 0,15 0,14 0,15 0,14 0,13
Energy 0,33 0,29 0,26 0,19 0,16
Material cost* 0,08 0,07 0,05 0,04 0,06
Other operating costs 0,34 0,32 0,30 0,27 0,28

* The 2010 amount has not been adjusted for the restatement that occurred in that year.

Critical issues facing the airline

SAA continues to deal with a number of critical issues that are elaborated on below. These include strategic and policy issues in respect of
which the directors wish to acknowledge the support received from the DPE. The Group reported on these issues in its 2013 Annual Report
with progress highlighted below.

Cash flow
Cash flow will remain a critical issue until such time as the airline receives an equity injection from the Shareholder. This has been addressed
in the new strategy and engagements are currently under way with the Shareholder in this regard.

Aircraft orders and fleet modernisation
Critical to the success of the implementation of the long-term turn-around strategy and the airline’s return to profitability is the replacement
of the wide-body aircraft on international routes with more fuel-efficient new-generation aircraft.

The replacement of these aircraft will, however, be subject to a phase-in period, driven by the expiry of current leases and the availability
of new-generation aircraft. The process for the replacement of the wide-body aircraft has commenced with the recent appointment of a
transaction advisor to assist with the selection of appropriate new-generation aircraft. It is anticipated that the selection process will be
finalised during the 2014/15 financial year.

As reported previously, SAA signed an agreement with Airbus for the delivery of 20 A320 aircraft, with deliveries scheduled from 2013
through to 2017. Financing for the first 10 aircraft has been finalised and delivery of the first four taken during the year under review. A further
six aircraft are scheduled for delivery during the 2014/15 financial year. The financing of these aircraft has been done on a sale and leaseback
basis and included the recognition of an impairment charge of R369 million as a result of the market value of the aircraft at delivery date being
lower than the actual final escalated contract price. Similar impairments will be recognised on the remainder of the aircraft to be delivered.

The order’s remaining capital commitment of US$822 million is contained in Note 34 to the annual financial statements.

Competition matters
In previous financial years, various local and foreign jurisdiction regulatory investigations and civil claims were reported. Most of these matters
have been resolved.

The Company is currently defending various litigation matters including the three actions brought by Comair and the liquidators of Nationwide
which arose from findings by the Competition Tribunal that SAA contravened the Competition Act No 89 of 1998 in agreements between
SAA and various travel agents between October 1999 and May 2001 (‘the first period’) and between 1 June 2001 and 31 March 2005

(‘the second period’). Comair’s claims, which have since been consolidated into a single action, relate to both the first and the second period,
while the Nationwide claim relates to the second period only. SAA is not in a position to assess the extent of the exposure that may attach to
these claims as a consequence of an order of court but has made an approximate estimate of all necessary costs in the financial statements
based on legal advice received.
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Compliance with the Public Finance Management Act (PFMA)

SAA is a State-owned company and listed as a schedule two major public entity in terms of the PFMA, (Act No 1 of 1999). The SAA Board as
the accounting authority, has the responsibility of ensuring that SAA has and maintains effective, efficient and transparent systems of financial
and risk management and internal control. The design and implementation of effective controls has been delegated to the SAA executive
management.

Over the past three years there has been a notable decline in the PFMA non-compliance of the organisation, especially in the irregular spend
without loss category. This decline is due to management’s continued efforts to ensure adherence to processes and procedures as per the
PFMA requirements.

The table below provides a summary of PFMA non-compliance categories for 2012/13 and 2013/14, that reflects the actual decline.

Movement

from previous

Category of PFMA non-compliance 2013/14 2012/13 year
Irregular spend without loss R28,4m R33,1m V
Fruitless and wasteful expenditure R19,2m R19,9m V
Losses due to criminal conduct R5,8m R556k A

Recoveries - R187k

In an effort to further reduce PFMA non-compliance within SAA, management has developed and implemented action plans that will see a
significant reduction to PFMA non-compliance in the coming financial year. The focus of these plans is to ensure that there is consequence
management in place and improved processes.

The major contributing factor to the high value of fruitless and wasteful expenditure is visa fines incurred by SAA. There are initiatives in place
to identify the root causes of visa fines, to further determine the inherent fines relating to the aviation industry as opposed to avoidable fines.
Based on the inherent fines to the industry, the organisation will then need to determine the tolerance level for such fines. This will clarify the
actual quantum of fruitless and wasteful expenditure incurred by SAA.

In terms of the increased losses due to criminal conduct, this was due to baggage theft at the Windhoek outstation. The perpetrators have
been identified and dismissed from the employ of SAA and criminal charges have been laid. Improvements in internal controls relating to the
baggage claim process have been identified and implemented to prevent similar incidents occurring in future.

Internal control

The Critical Financial Reporting Controls project, implemented some three years ago, and designed to address key financial control
deficiencies in core financial processes has successfully addressed areas which were of concern. SAA continues to be fully compliant with
section 51(1)(a)(i) and 51(1)(a)(ii) of the PFMA.

Air service licences: guarantees

In terms of both the International Air Services Act No 60 of 1993, and the Domestic Air Services Act No 115 of 1990, all South African
carriers are obliged to have a guarantee in place to cover passengers who have purchased tickets but have not yet travelled against
non-performance by the airline. Without a guarantee in place, SAA would not be permitted to operate any domestic or international routes.
The required liability guarantee amount at the end of the current financial year has been calculated at R545 million (2013: R466 million).
This increase is directly related to the increase in passenger tickets sold.

Going concern

As with previous years, SAA remains undercapitalised. Three consecutive years of operating losses has further eroded the capital base and
this continues to impact on the ability of the business to operate in a highly demanding and competitive industry. The current economic
conditions create financial ambiguity; particularly relating to fluctuating currency rates, and sustained high jet fuel prices.

The directors have assessed the short- to medium-term cash flow requirements of the airline. The timing and the extent of any possible
Shareholder support associated with the Long-term Turnaround Strategy was also taken into consideration when determining the future
liquidity of the Group.

Subsequent to year end, SAA has received a R6,488 billion additional perpetual guarantee from its Shareholder. This guarantee will be
reduced proportionately by any capital injection provided by the Shareholder. In the absence of the timing and extent of the expected
Shareholder support, this guarantee provides reasonable comfort that SAA would have the ability to continue operating as a going concern.

The directors are of the view that the guarantee support by its Shareholder would be adequate for the going concern requirement in the short
term, being 12 months from the date of approval of these annual financial statements. The directors, however, remain of the view that a more
permanent appropriate capital structure is required for the airline. A proposed capital structure was developed and included in the Long-Term
Turnaround Strategy.
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Legal and regulatory
Section 51(1)(h) of the PFMA requires that SAA complies with the PFMA and any other legislation applicable to the company.

SAA's process of developing, reviewing and monitoring the regulatory universe is underpinned by the approved Compliance Policy and
Framework which was informed by the adopted Enterprise Risk Management Methodology aligned to ISO31000. The alignment of risk and
compliance methodologies forms the building blocks towards an integrated reporting and combined assurance framework.

The annual review and update of the SAA Consolidated Regulatory Universe was completed during the year and included outstations as well.
To date there are four outstations that have been audited to ensure compliance with regulations in their respective jurisdictions.

Embedding a culture of compliance is a continuous process and not a static one. To this end refresher training on the Consumer Protection
Act was conducted during the year. Further training sessions will be scheduled on critical regulations for the 2013/14 year. Compliance
checklists (CRMP) have been developed to assist with effective monitoring within the organisation.

Shareholder’s compact

Key Performance Indicators (KPIs) have been created to monitor SAA’s performance against the pre-determined objectives as agreed
upon between the airline and the Shareholder. These KPIs are reported on a monthly and quarterly basis, with regular feedback sessions
held with the Shareholder. The net retained earnings of the SAA Group was the main performance indicator for the 2013/14 financial year.
Other supporting KPIs have been formulated to support the main KPI and are consistent with SAA’s 2013 — 2016 Corporate Plan.

Key performance Key performance indicator FY 2014 FY 2014
area by 31 March 2014 target actual  Explanations
Financial value Net operating profit/(loss) (R1 473m) (R1 161m) KPI achieved
creation (Excluding aircraft impairment)
Net retained earnings movement (R2 873m) (R2 641m) KPI achieved
Net cash flow from operating (R38,2m) (R1927m) KPI not achieved
activities Cash flow was negatively impacted by the devaluation of
the rand. In addition the proposed re-financing of certain
aircraft deposits did not materialise.
Cargo revenue as a percentage 5% 8%  KPI achieved
of operating revenue
Customer service Customer satisfaction 84% 84,76%  KPI achieved
Fleet utilisation Daily block hours 10,6 10,37  KPI not achieved

SAA did not achieve the target utilisation of its aircraft.
Mainly as a result of unplanned maintenance on aircraft as
well as flight schedule changes to optimise route

profitability.
On-time On-time performance 86% 84%  KPI not achieved
performance Largely as a result of uncontrollable factors such as fuelling

delays, technical problems with aircraft, unfavourable
weather conditions and congestion in air traffic.

Safety Implementation of safety 35% 27%  KPI not achieved
management system as per A safety system was acquired in March 2014 and the roll
CAA and ICAO requirements out thereof was slightly deferred.
Skills development Training spend (personnel costs) 3% 4,82%  KPI achieved
Cadets 30 31 KPI achieved
Technician trainees 100 142 KPI achieved
Sector specific interns 60 60 KPI achieved
Education/aviation Total CSI budget R5,4m R3,3m KPI not achieved
awareness/other This KPI was not achieved as a result of reprioritising our
CSl initiatives cash flow allocation.
Procurement % spend locally 70% 98%  KPI achieved
Spend on B-BBEE compliant 80% 97%  KPI achieved
companies as a % of local eligible
spend
% of local spend on black-owned 5% 3%  KPI not achieved
entities Although it was a focus for SAA to increase its spend on

black-owned entities, the development of the supplier
database was protracted.

Energy Reduction in energy usage (kW) KPI not achieved

efficiency of 30% due to energy efficiency This KPI was not achieved as the cost benefit analysis and
measures such as replacement the identification of suitable areas where it could be
of lighting, heating and other implemented is taking longer than anticipated.

measures by 31 December 2013.




SOUTH AFRICAN AIRWAYS GROUP 81
INTEGRATED ANNUAL REPORT 2014

Events subsequent to the statement reporting date
From 16 to 22 October 2014, six directors, namely, Mr A Khumalo, Mr A Mabizela, Ms C Roskruge, Ms R Lepule, Ms N Kubeka and
Mr B Mpondo resigned from the Board.

On 23 October 2014, a general meeting was held where the Minister of Public Enterprises resolved to remove Dr Naithani from the Board with
immediate effect and to appoint two additional directors, namely Mr A Dixon and Dr J Tambi, who together with four directors retained by the
Minister, constitute an interim Board. Apart from these events, no material facts or circumstances have occurred between the accounting date
and the date of the report.

On 19 December 2014, the transfer of administrative powers entrusted by the South African Airways Act 2007 from the Minister of Public
Enterprises to the Minister of Finance was gazetted. This transfer was effective from 12 December 2014.

Compliance statement
This report is presented in terms of the National Treasury Regulation 28.1 of the PFMA, as amended. The prescribed disclosure of emoluments
in terms of National Treasury Regulation 28.1.1 is reflected in note 36 of these financial statements titled ‘Related Parties’.

The performance information as envisaged in subsection 55(2)(a) of the PFMA and section 28(1)(c) of the Public Audit Act No 25 of 2004 has
been incorporated into this report. By virtue of the matters referred to in this report, the Board does not consider that the company has fully
complied with the provisions of sections 51 and 57 of the PFMA throughout the period under review and up to the date of the approval of these
annual financial statements.

The Board and management have taken, and are continuing to take, steps to ensure that the areas of non-compliance are addressed.

Special resolutions passed during the 2013/14 financial year
One special resolution taken at the Annual General Meeting held on 29 January 2014. It was resolved that there be no increase in the
Non-executive director’s fees payable for the financial year 2012/13.

Appointment of auditors
At the Annual General Meeting held on 29 January 2014, the Company re-appointed PricewaterhouseCoopers Inc. and Nkonki Inc. as joint
auditors for the 2013/14 financial year.

Dividends paid and recommended

No dividends have been recommended, declared or paid for the current or prior financial year. The government-guaranteed subordinated loan
has been classified as equity in accordance with IAS 39 and the terms of the guarantee conditions. Accordingly, any interest which SAA has paid
on this loan has been classified as dividends. For the current year SAA paid dividends of R87 million (2013: R88 million).

Share capital
Details of the share capital of the Group and company are set out in note 26 to the annual financial statements.

Directors
SAA had 12 directors during the year under review, comprising 10 Non-executive directors and two Executive directors. The financial year saw
two changes to the Board, namely the appointment of the CEO, Mr Kalawe in June 2013, and the resignation of Advocate L Nkosi-Thomas.

The Non-executive directors are appointed by the Minister of Public Enterprises, a Shareholder representative of the Government of the Republic
of South Africa. The appointment process includes assessment of the skills and expertise requirements of SAA and the assessment and vetting
of the identified candidates.

The directors are drawn from different parts of the world and industries. They are appointed on the basis of their skills, qualifications,
professional background, experience, independence, credit worthiness and integrity, amongst others.

As indicated above the SAA Board includes two executive directors, namely the Chief Executive Officer and the Chief Financial Officer. The
Board considers the mix of executive and non-executive directors as appropriate for the control, management and direction of the company.

The executive directors, together with executive management, are accountable to the Board on the day-to-day management of SAA. At every
Board meeting the Chief Executive Officer and the Chief Financial Officer report on, amongst others, the affairs of the company and its financial
performance. In addition, the Board always has unlimited access to the executive management in case they require any information.

Powers and functions of the Board

The Board of SAA is, in terms of the Memorandum of Incorporation (MOI), clothed with the powers to manage and control the business of SAA.
Some of its powers are subject to limitations imposed by the Public Finance Management Act, the Companies Act, South African Airways Act and
the MOI. While the aforementioned legislation and the MOI broadly set out powers reserved for the Shareholder, the Significance and Materiality
Framework (SMF) determines the levels of materiality in order to enable SAA to be responsive to the market demands.
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Regarding the business of the Board, it is regulated or conducted in accordance with the Board Charter which, amongst other things, deals with
the following matters:
(a) The responsibilities of the Board;
(b) The role of the Chairperson and CEO;
(c) The balance of power in order to ensure no single Board member dominates in the deliberations of the Board;
(d) Requirement to disclose personal financial interests;
(e) The roles and responsibilities of the Board which include:
e determining key performance indicators and monitoring performance of electives;
e managing risks and ensuring exploitation of opportunities;
e ensuring that the Board remains effective in discharging its responsibilities; and
e reviewing and approval of the strategy and budgets;
(f) Board governance;
(g) Establishment of board committees to assist the Board in the performance of its functions;
(h) Management of risks in terms of which the Board maintains overall responsibility for total process of risk management;
(i) Board meetings;
(j) Board evaluation which must be done annually;
(k) The role of the Company Secretary and the commitment of the Board to empowering the Company Secretary to perform his/her
functions; and
(I) The Boards relationship with the Shareholder representative.

Independence of the directors
The Board is led by an independent non-executive Chairperson. All the non-executive directors, with the exception of one, are independent
non-executive directors.

During the year under review a system was introduced to review and confirm the independence of the non-executive directors. Given the fact
that all the non-executive directors do not represent the Shareholder, have no shareholding in SAA, have not been in the employ of SAA in the
preceding three financial years nor have they been professional advisors of SAA and do not receive any remuneration from SAA, the system
was used to evaluate whether or not any of the directors or his/her immediate family members had any dealings of financial and personal
nature with SAA or any of its subsidiaries. Through this system, it was established that one of our non-executive directors was a holder of
interests in a supplier of SAA through a holding company in which he held shares.

Further, SAA has a system in place in terms whereof all directors or members of committees are required to disclose personal financial
interests in matters to be considered by the Board or a committee. Any member who has any personal financial interest in a matter does not
participate in the discussions nor does he/she vote on that particular matter.

Furthermore, the independence of the Board is maintained through the following additional measures in order to ensure that the Board

remains objective and effective:

e Limitation on the number of meetings. The Board has a governance cycle which is approved towards the end of each calendar year.
The document details the work of the Board and its committees;

e Separation of the position of the Chief Executive Officer from that of the Chairperson;

e The Board committees are chaired by non-executive directors with only one committee being chaired by the Chairperson of the Board,
namely the Social, Ethics, Governance and Nominations Committee;

e The Board has access to independent external advisors at the cost of the company; and

e The Board members are appointed for a period of three years, reviewable annually and their appointment is limited to three terms of three
years each, which period is not regarded as too long to impact on their independence.

Board effectiveness

SAA has put in place processes, frameworks and structures to ensure that the Board and its committees operate effectively and efficiently.
The Board and its committees have charters which set out their respective duties and responsibilities. In addition to the charters, each
governance structure has a work plan that is used to ensure that the governance structures discharge all their duties. The charters and the
work plans are reviewed every year. The year under review was no exception.

Every financial year the performance of the Board is evaluated with the assistance of an independent facilitator. In the year under review, SAA
adopted a different approach towards the valuation of the SAA Group in terms of which the Board of SAA and the boards of subsidiaries were
treated differently.

The evaluation of subsidiary boards in respect of the year under review was facilitated by the Institute of Directors (loD). The areas that were
assessed included the following:

e Board composition;

e Board responsibilities;

e Committees of the Board;

e Relationship with management;
e Stakeholder relationships; and
e Board meetings.
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The outcome of the assessment indicated that:

(a) SAAT
SAAT’s overall scores for all sections ranged from “needs improvement” to “satisfactory”. The average overall rating was 2,9, which is
3,3 percent below that of the benchmark of 3,0.

(b) Air Chefs
Air Chefs overall scores for all sections was “satisfactory”. Its average overall rating was 3,1, which is 3,3 percent above that of the
benchmark of 3,0.

(c) SATC
SATC'’s overall scores for all sections ranged between “needs some improvement” to “satisfactory”. The average overall rating is 2,9,
which is 3,3 percent below that of the benchmark of 3,0.

A remedial action plan was developed and would be implemented with a view to addressing areas for improvement. The implementation
would be overseen by the Social, Ethics, Governance and Nominations Committee (SEGNCO).

With regard to SAA, no Board evaluation was done for the 2013/14 financial year.

Meetings and related matters
The Board meets at set intervals and retains full and effective management and control over the company.

The Board agenda is designed in a manner that enables the Board to focus on policy, strategy, performance monitoring, governance and
related matters.

The directors have unrestricted access to all information, records and documents of the company to enable them to discharge their
responsibilities and to take informed decisions.

The Board had five scheduled and four ad hoc meetings during the year under review. Information regarding the attendance of the meetings
can be found on page 85.

Board committees

In order to assist the Board and directors in discharging their duties and responsibilities, specific responsibilities have been allocated to the
board committees listed below which have specific Terms of Reference. The Terms of Reference deal with or provide for matters, such as the
composition of board committees, responsibilities and the scope of authority.

The executive directors and members of the executive management team have standing invitations to attend meetings of the various
committees. Membership of the various committees is outlined on page 85 of the annual report.

Audit and Risk Committee

The committee is a statutory committee and meets at least four times a year and is primarily responsible for assisting the Board in carrying
out its duties relating to appointment of auditors, the functions of the auditors, the non-audit services that the auditors may provide, annual
financial statements, accounting policies and procedures, internal controls, and the internal audit and risk management functions.

During the period under review, the committee performed all its duties and responsibilities in terms of its Terms of Reference. The year under
review saw a substantial revision of the Terms of Reference of this committee with a view to improving on risk management and governance
oversight. In terms of the changes effected, the committee receives risk management reports more regularly, has an additional meeting that
focuses on review and assessment of risk (which is attended by all executives), has transferred functions relating to financial planning and
investment to another board committee to allow it to exercise effective oversight.

The Chief Executive Officer, Chief Financial Officer, representatives of the external auditors, internal audit, the risk management team and
members of the finance division attend every meeting of the committee by invitation.

The external and internal auditors have unrestricted access to the Chairperson of the committee, the Chairperson of the Board and non-
executive directors. The committee always met separately with the external auditors, internal audit and management after every meeting of
the committee to discuss various matters of concern, if any.

The committee had four scheduled meetings and three ad hoc meetings during the year under review. Information regarding the attendance
of the meetings can be found on page 85.

Procurement and Tender Processes Committee

This committee is responsible for ensuring there are systems and procedures in place to ensure that goods and services are procured in a
manner that is cost-effective, equitable, transparent and fair.

The committee has Terms of Reference which sets out its functions. All the duties of the committee were performed in accordance with its
Terms of Reference during the year under review. The committee had four scheduled meetings during the year under review. The information
regarding the attendance of the meetings can be found on page 85.
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Ad hoc Committee on Litigation

This is an ad hoc committee that was established to serve as the principal conduit of instruction and contact with the attorneys acting for SAA
in the matter between SAA and its erstwhile CEO, Dr K Ngqula. It monitors and reports to the Board on progress in the litigation and to advise
the Board on strategic decisions to be made by the Board on the matter.

This committee has its Terms of Reference which are reviewed annually. All its duties as set out in the Terms of Reference were performed
during the year under review.

The committee had three meetings during the year under review. The information regarding the attendance of the meetings can be found on
page 85.
Remuneration and Human Resources Committee

The Remuneration and Human Resources Committee has Terms of Reference which are reviewed annually. The main duties of the committee
include formulation, development and implementation of remuneration and human capital strategies, policies, plans and programmes for the
entire SAA Group, excluding Mango.

All its duties as set out in the Terms of Reference were discharged.

The committee had four scheduled meetings during the year under review. The information regarding the attendance of the meetings can be
found on page 85.
Long-Term Turnaround Strategy Committee

This committee is relatively new. It was established during the 2012/13 financial year and has approved Terms of Reference. It is in this
committee that strategic conversation takes place at SAA.

The key functions of this committee included overseeing the development and implementation of the Long-Term Turnaround Strategy and
ensuring the successful implementation of the Long-Term Turnaround Strategy in accordance with the approved implementation plan.
The committee had seven scheduled meetings during the year under review.

Social, Ethics, Governance and Nominations Committee

The primary responsibility of this committee is to perform the statutory functions of the social ethics committee in terms of the Companies Act
and to assist the Board with the appointment, induction and development of directors and other governance related matters.

This committee has Terms of Reference. All its duties as set out in the Terms of Reference were discharged during the year under review.

It had four scheduled meetings during the year under review. The information regarding the attendance of the meetings can be found on
page 85.

Board remuneration

The remuneration of the board members is determined in accordance with the Remuneration Guidelines issued by the Minister of Public
Enterprises. The remuneration is only made up of a monthly retainer which is paid to the board members for the services rendered to the
company. There were no allowances and bonuses paid to the board members during the year under review.

The details of the board members’ remuneration for the year under review are stated in note 36 to the Annual Financial Statements.

King Code of Governance Principles for South Africa (King Ill)

The company acknowledges that each principle recommended in King Ill is of equal importance. In line with this acknowledgement,

the governance unit of the company applied its mind to all principles with a view to integrating each one of them into the operations of the
company. To this end, an integration action plan was developed wherein all principles were analysed and checked if they could be applied
in the company given its operating environment.

The principles which are to be applied are systemically integrated into the company’s operations, while explanations are recorded for those
which can hardly be applied. The Company has also acquired a governance tool which will enable it to assess compliance with the King Il
principles and PFMA and take corrective measures where necessary.

Code of Ethics

The company has a Code of Ethics by which all employees and board members are bound. The company’s Code of Ethics is underpinned by
the company values.
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Company Secretary

The Company Secretary, inter alia, plays a significant role in providing strategic support and guidance to the Board; conducting induction of
new directors; providing the Board with relevant information on regulatory and legislative changes; providing guidance to directors individually
and collectively on their duties and responsibilities to the company; providing guidance and advice to the Board on matters of ethics and good
governance; facilitating and managing communication with the Shareholder and stakeholders; facilitating and ensuring compliance with the
Memorandum of Incorporation, King Ill, Companies Act, PFMA and other relevant legislation.

The directors have unrestricted access to the advice and services of the Company Secretary.
The Company Secretary ensured that all reports and returns to relevant supervisory institutions were submitted during the year under review.

Directors’ meetings

The following table sets out the composition of the Board committees and the number of directors’ meetings (including meetings of
committees) held during the year, together with the number of meetings attended by each director.

SAA Board of Directors Date of appointment (A)/

at 31 March 2014 resignation (R) Board ARC PTPC REMCO SEGNCO AD HOC LTTSC
Total number of meetings held 9 7! 4 4 4 3 7
Ms DC MyeniN (Chairperson) 28 September 2009 (A) 6 3

Adv L Nkosi-ThomasN 23 February 2014 (R) 5 4 0 3 0 3

Ms Y Kwinana" 2 December 2009 (A) 7 6 0 3 4
Mr A MabizelaV 28 September 2012 (A) 8 3 4 5
Mr A Khumalo3N 28 September 2012 (A) 9 5 0 7
Dr R Naithani**N 28 September 2012 (A) 8 4 3 5
Ms C RoskrugeM 28 September 2012 (A) 9 6 4

Mr B Mpondo® 28 September 2012 (A) 9 4 3 3 7
Ms R LepuleM 28 September 2012 (A) 7 6 3 5
Ms N Kubeka® 28 September 2012 (A) 8 4 3

Mr N Bezuidenhout® (Acting CEO) 31 May 2013 (R) 1 2% 1* o* 0* 2%
Mr M Kalawe® (CEO) 1 June 2013 (A) 7 3* 3* 3* 3* 1* 4*
MR WH Meyer® (CFO) 13 June 2011 (A) 8 4*

Legend

N Non-executive director

E Executive director

REMCO  Remuneration and Human Resources Committee
SEGNCO  Social, Ethics, Governance and Nominations Committee
ARC Audit and Risk Committee

PTPC Procurement and Tender Processes Committee

AD HOC  Ad hoc Committee on Litigation

LTTSC Long-term Turnaround Strategy Committee

CEO Chief Executive Officer
CFO Chief Financial Officer
Footnote

* Attendance by invitation.

** Indian national.

1 Two meetings of the ARC were in-committee meetings, whereby management was excluded.

2 Resigned from SEGNCO, PTPC effective 8 July 2013. Also resigned from SAA Board effective 23 February 2014.
3 Resigned from Ad Hoc Committee on Litigation effective 2 July 2013.

Directors’ interests in contracts

Directors’ and employees’ declarations of interests is a standing item at all meetings of the Board and its committees. Directors and
employees are obliged to submit updated declarations once a year. This requirement was met during the year under review.
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Approval of the annual financial statements

The directors confirm that the annual financial statements present fairly the financial position of the Company and the Group at

31 March 2014, and the results of their operations and cash flows for the year then ended. In preparing these annual financial statements,

the directors are required to:

e Select suitable accounting policies and apply them consistently;

e Make judgements and estimates that are reasonable and prudent;

e State whether applicable accounting standards have been followed; and

e Prepare the annual financial statements on the going-concern basis unless it is inappropriate to presume that the Group and/or the
Company will continue in business for the foreseeable future.

The directors are of the opinion that they have discharged their responsibility for keeping proper accounting records that disclose the financial
position of the Group and the Company, with the exception of matters disclosed elsewhere in this report with respect to PFMA compliance.

The directors have every reason to believe that the Company and the Group have adequate resources in place to continue in operation for the
foreseeable future, subject to the comments noted above.

The directors have continued to adopt the going-concern concept in preparing the annual financial statements. (Refer to going concern
paragraph on page 79 of the Director’s report and note 42 to the annual financial statements).

The joint external auditors, PricewaterhouseCoopers Inc and Nkonki Inc, are responsible for independently auditing and reporting on the
annual financial statements in conformity with International Standards on Auditing. Their report on the annual financial statements is in
accordance with the terms of the Companies Act and the PFMA and appears on page 90.

In preparing the Company and Group annual financial statements set out on pages 92 to 148, unless otherwise disclosed, the Company
and Group have complied with International Financial Reporting Standards, the Companies Act and the reporting requirements of the PFMA
and has used the appropriate accounting policies supported by reasonable and prudent judgements and estimates. The directors confirm
that these financial statements present fairly the financial position of the Company and the Group at 31 March 2014, and the results of their
Approved by the Board of Directors and signed on its behalf by:

operations and cash flows for the year then ended.
b5

Duduzile Myeni Nico Bezuidenhout
Chairperson Acting Chief Executive Officer

19 January 2015 19 January 2015
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Report of the Audit and Risk Committee

The Audit and Risk Committee is pleased to present its report in respect of the financial year ended 31 March 2014 in terms of its obligations
according to paragraph 3.1.13 of the Treasury Regulations issued in terms of section 51(1)(a)(ii) of the Public Finance Management Act,
Act 1 of 1999, as amended by Act 29 of 1999 (PFMA).

The committee is independent and was appointed by the shareholder at the annual general meeting (AGM) held on 29 January 2014 in
line with the legislative requirements. At the next AGM scheduled for 26 September 2014, the shareholder will be requested to appoint the
members of the committee for the year ending 31 March 2015.

The committee constitutes both a statutory committee in terms of section 77 of the PFMA , Companies Act and a committee of the South
African Airways SOC Ltd (SAA) Board in respect of duties assigned to it by the Board.

The committee discharges both its statutory and Board delegated responsibilities as outlined in the report below.

Committee members and attendance at meetings

The composition of the committee complies with the requirements of section 77 of the PFMA. The committee consisted of six independent,
non-executive directors, namely: Ms Y Kwinana; Ms R Lepule; Ms N Kubeka; Ms C Roskruge; Adv L Nkosi-Thomas and Mr A Khumalo.

The committee meets quarterly as per its Terms of Reference. The Group’s Chief Executive Officer, Chief Financial Officer and Legal Counsel
attend committee meetings by invitation. Furthermore internal audit, the external auditors and other assurance providers of the Group are
invited to every meeting. Details on the number of meetings held for the year and members attendances are set out on page 85. Biographical
details of members are provided on pages 15 to 19.

Roles and responsibhilities

The committee’s roles and responsibilities include its statutory duties as per the relevant provisions of the PFMA, Companies Act 2008 as
amended and the responsibilities assigned to it by the Board. The committee has adopted formal Terms of Reference approved by the Board,
which are reviewed annually by the committee and the Board.

The committee has conducted its affairs in compliance with these Terms of Reference for the year ended 31 March 2014 and has discharged
it responsibilities contained therein. The Terms of Reference are available on request from the Group Company Secretary whose contact
details are provided on page 70 of this annual report.

The committee is satisfied that it has complied with its legal, regulatory and other responsibilities.

Statutory duties
The committee has performed the following statutory duties:

External auditors

The committee has satisfied itself that the external auditors, PricewaterhouseCoopers Inc in joint venture with Nkonki Inc, were independent
of the Group as set out in the PFMA, section 90(2)(c) of the Companies Act 2008 as amended, which includes consideration of compliance
with criteria relating to independence or conflicts of interest as prescribed by the Independent Regulatory Board for Auditors. Requisite
assurance was sought and provided by the external auditors that internal governance processes within PricewaterhouseCoopers Inc and
NKkonki Inc support and demonstrate their claim to independence.

The committee, in consultation with executive management, agreed to the engagement letter, terms, audit plan and budgeted audit fees
for the 2013/14 financial year. The committee approved a written policy for the provision of non-audit services by the external auditors.
The committee is not aware of any non-audit services that the external auditors provided during the 2013/14 financial year.

The committee will consider the re-appointment of the current external auditors at the AGM in line with the legislative requirements. If the
current external auditors are not re-appointed at the AGM, a formal procurement process for the external audit function will be embarked
upon immediately thereafter.

Internal financial controls

An assessment of the effectiveness of the Group’s system of internal controls, which includes internal financial controls, was conducted by
internal audit during the 2013/14 financial year. The committee has observed that the overall control environment, including financial controls,
has continued to improve during the year under review in line with the trend observed in the previous reporting period. Based on the results
of the internal audit assessments, the information and the explanations provided by management and discussions held with external audit on
the results of external audit, the committee concluded and advised the Board that nothing has come to its attention that would suggest that
the Group’s system of internal financial controls is not effective to form a basis for the preparation of reliable financial statements.

However, there are still some concerns with the level of internal controls within the operations where evidence of lapses of effective monitoring
and enforcement by management were observed. Where internal controls did not operate effectively throughout the year, compensating
controls and/or corrective actions were implemented to eliminate or reduce the risks. This ensured that the Group’s assets were safeguarded
and that proper accounting records were maintained.
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The effectiveness of the implemented measures to improve the control environment continues to be in a constant state of improvement.
Where irregular expenditure and fruitless and wasteful expenditure have occurred, this has been mainly a consequence of legacy tender
processes and administrative delays. Since none of the reported breaches resulted in expenditure greater than the materiality threshold
agreed with the shareholder, the committee is confident that legacy areas of non-compliance are progressively eliminated towards full
compliance. The committee has resolved to ensure that the comprehensive implementation of, and the adherence to, the internal control
environment reforms be expedited.

The 2013/14 audits of SAA’s information technology (IT) environment has highlighted significant improvements compared to the previous
reporting period. The committee is satisfied that the Internal Audit Plan provides for sufficient IT audit coverage in the next three years.

The audits of SAA’s international outstations have also highlighted some improvements compared to the previous reporting periods. The other
specific focus area was the control environment in the baggage handling area. The internal audits and management reports regarding controls
to curb baggage pilferage have highlighted significant improvements compared to previous periods. However, there were reported areas that
still need further improvement to ensure baggage pilferage is eradicated completely.

The audit of predetermined objectives is a specific focus area for the Auditor General and the committee. The audits in this area indicated that
there are effective internal controls. The committee is satisfied that the Internal Audit Plan provides for sufficient audit coverage of this area in
the next three years.

Financial statements and accounting practices

The committee reviewed the annual consolidated financial statements of the Group and the annual financial statements of the Company as
well as the accounting policies and practices of the Group and is satisfied that they comply with the relevant provisions of the PFMA and the
International Financial Reporting Standards. The committee recommended the consolidated annual financial statements of the Group and
annual financial statements of the Company to the Board for approval.

Going concern

The committee reviewed a documented assessment by management of the going concern premise of the Group and the Company before
recommending to the Board that the Group and the Company could be considered a going concern for the foreseeable future.

Expertise and experience of the Chief Financial Officer and finance function

The committee has satisfied itself that the Group Chief Financial Officer has appropriate expertise and experience to fulfil his role.

The committee is further satisfied with the appropriateness of the expertise and the adequacy of resources of the Group’s finance function
and the experience of senior members of the finance function.

Duties assigned by the Board
The committee has performed the following duties assigned to it by the Board:

Internal audit

South African Airways SOC Ltd has an in-house internal audit function. The committee has an oversight responsibility for the internal audit
function. As delegated by the Board, the committee reviews and approves the Internal Audit Charter annually. The Chief Audit Executive
is appointed by the committee and has direct access to the committee, primarily through its Chairman. The internal audit function has the
responsibility of reviewing and providing assurance on the adequacy of internal controls across the Group’s operations, excluding Mango.
It therefore plays an integral role in the governance of risk.

The 2013/14 financial year was the second year of the SAA in-house internal audit function after many years of outsourced internal audit
function. The committee is satisfied with the progress made in building an effective in-house internal audit function. The committee will
continue working closely with the Chief Audit Executive to ensure that the momentum is not lost.

The 2013/14 Internal Audit Plan and budget were approved by the committee timeously before the start of the financial year. Approximately
95% of planned audits were executed successfully. The very few internal audits not conducted were due to management not being ready
for audits. These audits have been rolled over to the 2014/15 financial year. Over and above the 95% of planned audits being conducted,

a number of special ad hoc audit requests were conducted by internal audit.

The committee is satisfied with the three-year rolling Internal Audit Plan in that there is a clear alignment with the major risks, adequate
information systems coverage and a good balance between different categories of audits, ie risk-based audits, mandatory and follow up
audits. This will, however, require building the necessary capacity.

Risk governance

The Board has assigned the oversight of the Group’s risk management function to the committee. The committee fulfils an oversight function
regarding risks in all areas of the Group including operations, finance, fraud, information technology and ethics. For more detail on risk
management and regulatory compliance refer to pages 40 to 41. An assessment of the effectiveness of the Group’s internal controls system
was conducted by internal audit during the 2013/14 financial year. Based on this assessment and the ongoing oversight of the committee
nothing came to the attention of the committee and the Board that would suggest that the prevailing system of risk management is not in all
material respects effective.
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Whistle-blowing and ethics

The committee evaluated the Code of Conduct and anonymous reporting (whistle-blowing) policy, fraud prevention policy and fraud
prevention plan. Internal audit regularly reports to the committee on progress on the fraud prevention plan and instances of alleged
misconduct reported on the anonymous whistle-blowing line. The committee regularly reports back to the Board in this regard in order to
consider whether instances of whistle-blowing and unethical behaviour are appropriately dealt with.

Integrated reporting

The committee considered the disclosures in the integrated annual report. It performed an oversight function of the integrated reporting
process and recommended it to the Board for approval.

The committee considered the Group’s combined assurance framework to the integrated reporting process. As the combined assurance
framework is still in the process of being formalised, and recognising that it is a work-in-progress, the committee concluded that additional
external assurance on the sustainability disclosures contained in the 2013/14 integrated annual report would not be appropriate until such
time as the process has been embedded.

The quality of in-year management and monthly reports/quarterly reports submitted in terms of the PFMA

The committee has noted and is satisfied with the content and quality of quarterly financial reports prepared and issued by SAA during the
year under review, in compliance with the statutory reporting framework.

Specific focus areas for the 2014/15 financial year

While the significant audit focus will be directed towards maintaining an effective controls environment in the operational and financial controls
environment, a specific focus will be directed towards the following areas:

The implementation of the Long-Term Turn Around Strategy (LTTS):

e Audit of predetermined objectives, ie areas where performance is not meeting targets;
¢ |nformation technology control environment;

e Baggage handling processes;

e Anti-corruption and fraudulent activities and feedback on investigations;

e Compliance with the SAA Supply Chain Management Policy;

e Automation of manual operational and financial controls; and

e |mplementation of the combined assurance framework.

Meeting with internal and external audit

During the year under review, the committee met with external audit and internal audit without management being present on a number of
occasions. The committee also met with executive management without internal audit or external audit. The committee also performed a
performance review on itself, internal audit and external audit.

Discharge of responsibilities

The committee agrees that the adoption of the going concern premise is appropriate in preparing the 2013/14 Group annual financial
statements, with the consideration of the factors highlighted on page 79 of the Directors’ report. The committee has therefore recommended
the adoption of the annual financial statements by the Board of Directors on 19 January 2015.

On behalf of the Audit and Risk Committee.

Y Kwinana
Chairperson

South African Airways SOC Ltd Audit and Risk Committee
19 January 2015
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INDEPENDENT AUDITORS” REPORT TO PARLIAMENT AND THE SHAREHOLDER OF
SOUTH AFRICAN AIRWAYS SOC LTD
for the year ended 31 March 2014

Report on the consolidated and separate annual financial statements

Introduction

We have audited the consolidated and separate annual financial statements of South African Airways SOC Limited and its subsidiaries set out

on pages 92 to 148, which comprise the consolidated and separate statement of financial position as at 31 March 2014, the consolidated and
separate statement of profit or loss and other comprehensive income, statement of changes in equity, and statement of cash flows for the year
then ended, as well as the notes, comprising a summary of significant accounting policies and other explanatory information.

Accounting Authority’s responsibility for the consolidated and separate annual financial statements

The Board of Directors, which constitutes the accounting authority, is responsible for the preparation and fair presentation of these
consolidated and separate annual financial statements in accordance with International Financial Reporting Standards and the requirements
of the Public Finance Management Act of South Africa and the Companies Act of South Africa and for such internal control as the accounting
authority determines is necessary to enable the preparation of consolidated and separate annual financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated and separate annual financial statements based on our audit. We conducted
our audit in accordance with the Public Audit Act of South Africa, the general notice issued in terms thereof and the International Standards
on Auditing. Those standards require that we comply with ethical requirements, and plan and perform the audit to obtain reasonable
assurance about whether the consolidated and separate annual financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated and separate
annual financial statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material
misstatement of the consolidated and separate annual financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal controls relevant to the entity’s preparation and fair presentation of the consolidated and separate annual
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal controls.

An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated and separate annual financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated and separate annual financial statements present fairly, in all material respects, the financial position of South
African Airways SOC Limited and its subsidiaries as at 31 March 2014, and their financial performance and cash flows for the year then

ended in accordance with International Financial Reporting Standards and the requirements of the Public Finance Management Act of South
Africa and the Companies Act of South Africa.

Emphasis of matter
We draw attention to the matter below. Our opinion is not modified in respect of this matter.

Irregular expenditure

As disclosed in the Directors’ Report to the consolidated and separate annual financial statements on pages 71 to 86, irregular expenditure

to the value of R28,4 million and fruitless and wasteful expenditure to the value of R19,2 million has been identified and reported in terms of
section 55(2)(b)(i) of the Public Finance Management Act of South Africa. The reasons for the irregular expenditure and fruitless and wasteful
expenditure have been fully disclosed in the Directors’ Report.

Other reports as required by the Companies Act

As part of our audit of the consolidated and separate annual financial statements for the year ended 31 March 2014, we have read

the Directors’ Report, the report of the Audit and Risk Committee and the Statement by the Company Secretary for the purpose of
identifying whether there are material inconsistencies between these reports and the audited consolidated and separate annual financial
statements. These reports are the responsibility of the respective preparers. Based on reading these reports we have not identified material
inconsistencies between these reports and the audited consolidated and separate annual financial statements. However, we have not audited
these reports and accordingly do not express an opinion on these reports.

Report on other legal and regulatory requirements

In accordance with the Public Audit Act of South Africa and the general notice issued in terms thereof, we report the following findings on the
reported performance information against predetermined objectives, non-compliance with legislation as well as internal control. We performed
tests to identify reportable findings as described under each subheading but not to gather evidence to express assurance on these matters.
Accordingly, we do not express an opinion or conclusion on these matters.

Predetermined objectives

We performed procedures to obtain evidence about the usefulness and reliability of the reported performance information for the following
selected objectives presented in the Directors’ Report of South African Airways SOC Limited for the year ended 31 March 2014

e Financial value creation;
e Customer service;
e Fleet utilisation;
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e On-time performance;
e Skills development; and
e Procurement.

We evaluated the reported performance information against the overall criteria of usefulness and reliability.

We evaluated the usefulness of the reported performance information to determine whether it was presented in accordance with the National
Treasury’s annual reporting principles and whether the reported performance was consistent with the planned objectives. We further
performed tests to determine whether indicators and targets were well defined, verifiable, specific, measurable, time bound and relevant,

as required by the National Treasury’s Framework for managing programme performance information (FMPPI).

We assessed the reliability of the reported performance information to determine whether it was valid, accurate and complete.
We did not raise any material findings on the usefulness and reliability of the reported performance information for the selected objectives.

Additional matter

Although we raised no material findings on the usefulness and reliability of the reported performance information for the selected objectives,
we draw attention to the following matter:

Achievement of planned targets
Information on achievement of planned targets has been fully disclosed on page 80 of the Directors’ Report.

Compliance with legislation

We performed procedures to obtain evidence that South African Airways SOC Limited has complied with legislation regarding financial
matters, financial management and other related matters. We did not identify any instances of material non-compliance with specific matters
in key legislation, as set out in the general notice issued in terms of the Public Audit Act of South Africa.

Internal control

We considered internal controls relevant to our audit of the consolidated and separate annual financial statements, the performance against
predetermined objectives included in the Directors’ Report and compliance with legislation. We did not identify any significant deficiencies in
internal control that we considered sufficiently significant for inclusion in this report.

Other reports
Agreed upon procedure agreements
An agreed upon procedures agreement was performed on the National Treasury Template. The report covered the period from 1 April 2013

to 31 March 2014.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

for the year ended 31 March 2014

GROUP COMPANY

R MILLION Notes 2014 2013 2014 2013
Total income 30 266 27 098 28 105 25 389
Airline revenue 5 28 702 25 566 26 459 23872
Other income 6 1 564 1532 1 646 1517
Operating costs 30 640 27 523 28 733 25 886
Aircraft lease costs 7 2 548 2 097 2 498 2 081
Accommodation and refreshments 1 006 878 1391 1233
Commissions and network charges 1 606 1 390 1529 1329
Electronic data costs 549 495 536 491
Fuel and other energy costs 11 108 9 579 10 356 9 053
Employee benefit expenses 9 5 257 4 848 3 496 3242
Maintenance costs 2 686 2 310 3 821 3387
Navigation, landing and parking fees 2 067 1748 1878 1612
Fair value and translation movements 11 (691) (95) (730) (115)
Other operating costs 4 504 4273 3 958 3573
Operating loss hefore interest, tax, depreciation and
amortisation 7 (374) (425) (628) (497)
Depreciation and amortisation 8 (603) (565) (532) (506)
Net impairment (write off)/reversal 10 (1 370) (23) (1 281) 391
Net gain on disposal of property, aircraft and equipment 7 40 22 33 24
Operating loss (2 307) (991) (2 408) (588)
Finance costs 12 (263) (191) (296) (212)
Interest income 13 32 12 30 11
Loss before taxation (2 538) (1170) (2 674) (789)
Taxation 14 (16) 2 - -
Loss for the year (2 554) (1168) (2 674) (789)
Other comprehensive loss*:
Actuarial remeasurements on defined benefit plans (23) (24) (23) (24)
Gains and losses on property revaluations (13) (12) - 11
Other comprehensive loss for the year net of taxation 15 (36) (36) (23) (13)
Total comprehensive loss (2 590) (1 204) (2 697) (802)
Total comprehensive loss attributable to:
Owners of the parent (2 677) (1292) (2 784) (890)
Subordinated loan provider 87 88 87 88

(2 590) (1 204) (2 697) (802)

*None of the items listed can be subsequently reclassified to profit or loss.
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GROUP COMPANY
R MILLION Notes 2014 2013 2014 2013
Assets
Non-current assets
Property, aircraft and equipment 16 6 371 7 582 5 136 6 345
Intangible assets 17 95 111 78 99
Investments in subsidiaries 18 - - 1122 1244
Deferred tax asset 19 398 417 - -
Retirement benefit asset 29 - 35 - 35
6 864 8 145 6 336 7723
Current assets
Inventories 20 808 931 109 119
Amounts receivable from subsidiaries 21 - - 1347 1463
Derivatives 22 227 148 227 148
Trade and other receivables 23 6 263 4 480 5974 4 250
Investments 24 15 10 15 10
Cash and cash equivalents 25 1853 1536 1189 1 060
9 166 7 105 8 861 7 050
Non-current assets held-for-sale and assets of disposal groups 16 63 6 63 -
Total assets 16 093 15 256 15 260 14773
Equity and liabilities
Equity
Equity attributable to equity holders of parent
Share capital 26 12 892 12 892 13 126 13 126
Reserves 892 928 538 561
Accumulated loss (18 610) (15 969) (18 803) (16 042)
(4 826) (2 149) (5 139) (2 355)
Subordinated loan guaranteed by government 27 1300 1 300 1 300 1 300
(3 526) (849) (3 839) (1 055)
Liabilities
Non-current liabilities
Long-term loans 28 649 1 020 627 996
Retirement benefit obligation 29 44 43 44 43
Provisions 30 1471 1239 1462 1230
Deferred revenue on ticket sales 32 845 900 845 900
3 009 3202 2 978 3169
Current liabilities
Derivatives 22 3 4 3 4
Current tax payable 8 - - -
Trade and other payables 33 6 498 5809 6 260 5783
Provisions 30 176 214 176 214
Other short-term liabilities 31 63 63 - -
Current portion of long-term loans 28 3721 403 3721 403
Deferred revenue on ticket sales 32 4 209 3774 4 044 3684
Bank overdraft 25 1932 2 636 1917 2571
16 610 12 903 16 121 12 659
Total liabilities 19 619 16 105 19 099 15 828
Total equity and liabilities 16 093 15 256 15 260 14 773

v
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~ CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
for the year ended 31 March 2014

Share Non-distributable Revaluation
R MILLION capital reserve reserve
Balance at 1 April 2012 12 892 (52) 823
Total comprehensive income for the year - (24) (12)
Transfer of utilised portion of labour restructuring fund - - -
Dividends paid on government subordinated loan classified
as an equity instrument - - -
Balance at 1 April 2013 12 892 (76) 811
Total comprehensive income for the year - (23) (13)
Dividends paid on government subordinated loan classified
as an equity instrument - - -
Balance at 31 March 2014 12 892 (99) 798
COMPANY
Balance at 1 April 2012 13 126 (52) 433
Total comprehensive income for the year - (24) 11
Transfer of utilised portion of labour restructuring fund - - -
Dividends paid on government subordinated loan classified
as an equity instrument - - -
Balance at 1 April 2013 13 126 (76) 444
Total comprehensive income for the year - (23) -
Dividends paid on government subordinated loan classified
as an equity instrument - - -
Balance at 31 March 2014 13 126 (99) 444
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Shareholder
restructuring fund

Total share
capital and
reserves

Accumulated
loss

Shareholder’s
interest

Subordinated
loan guaranteed
by government

Total
equity

218 13 881 (14 738) (857) 1 300 443
- (36) (1 168) (1 204) - (1 204)
(25) (25) 25 - - -
- = (88) (88) - (88)
193 13 820 (15 969) (2 149) 1 300 (849)
- (36) (2 554) (2 590) = (2 590)
= = (87) (87) = (87)
193 13784 (18 610) (4 826) 1 300 (3 526)
218 13 725 (15 190) (1 465) 1300 (165)
- (13) (789) (802) - (802)
(25) (25) 25 - - _
- = (88) (88) - (88)
193 13 687 (16 042) (2 355) 1 300 (1 055)
- (23) (2 674) (2 697) = (2 697)
= = (87) (87) = (87)
193 13 664 (18 803) (5 139) 1300 (3 839)
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CONSOLIDATED STATEMENT
OF CASH FLOWS
for the year ended 31 March 2014

GROUP COMPANY

R MILLION Notes 2014 2013 2014 2013
Cash flows from operating activities

Cash (used in)/generated from operations 37 (1692) 161 (2 118) 231
Interest income 32 12 30 11
Finance costs (263) (191) (296) (212)
Realised gains from derivative financial instruments 316 181 316 181
Amounts spent on option premiums (320) (158) (320) (158)
Net cash (outflow)/inflow from operating activities (1 .927) 5 (2 388) 53
Cash flows from investing activities

Additions to property, aircraft and equipment 16 (2 074) (1 029) (2 003) (962)
Proceeds on disposal of property, aircraft, equipment

and intangible assets 16, 17 1808 278 1794 245
Additions to intangible assets 17 (21) (55) (11) (48)
Loans repaid/(advanced) by subsidiaries - - 101 (158)
Increase in investments (5) (1) (5) (1)
Net cash outflow from investing activities (292) (807) (124) (924)
Cash flows from financing activities

External borrowings advanced/(repaid) 3 366 (208) 3 424 (190)
Dividends paid (87) (88) (87) (88)
Net cash inflow/(outflow) from financing activities 3279 (296) 3 337 (278)
Net increase/(decrease) in cash and cash equivalents 1 060 (1.098) 825 (1 149)
Cash and cash equivalents at the beginning of the year (1 100) (33) (1 511) (396)
Foreign exchange effect on cash and cash equivalents (39) 31 (42) 34
Cash and cash equivalents at end of the year 25 (79) (1 100) (728) (1 511)




