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Introduction

« This report is for the 12 month period ended
31t March 2007; compared to a nine month
period for 2006.

« Group is profitable, self-funding and has a
healthy balance sheet.

« Corporate governance
~ Newly constituted Board
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Corporate Governance

»Reconstitution of SAFCOL Board of Directors - Sept 2006.

~ Board committees formed in the year under review:
+  Transformation
*  Finance, Investment & Transaction committee
* Remuneration
*  Audit & Risk Management i
~ Turning point - directive on privatisation - 26 March 2007
*  Privatisation guidelines received 22 August ZUDT@ﬁ
+ SAFCOL Board to oversee the transaction
*  KLF to be sold as a going concem, SAFCOL to be windegd-up.







SAFCOL

Transformation
Safety, Health & Environment

Transformation

*  SAFCOL is committed to national transformation
imperatives & implementation of the Forestry Charter.
*  Transformation imperatives against charter elements:
Ownership (N/A for SOE's)
Management Control
Employment Equity
Skills Development
Preferential Procurement
Enterprise Development
Socio-Economic Development
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Preferential Procurement - Contractors

» A bulk of our procurement goes into Contractors.

- Partnerships established with the Small Enterprise
Development Agency and an MOU signed with DBSA
to assist SMME’s.

- Technical training, health and safety, and general
contract management provided to SMME's.

. KLF suppurls more than 37 SMME’s {Rﬂzm p a.),
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Enterprise Development

¢ In line with ASGI-SA and JIPSA initiatives, initial funding
of R11m was provided for 2" economy development
projects.

* In support of the SMME development in forestry
contracting, the FED unit was established.

* R2.4m was spent in different projects as at March 2007. » |

» Social Scan Study was initiated to ascertain needs and
aspirations.

» Focus on adjacent communities and communities with land
claims. :




Socio Economic Development

+ SAFCOL invests in the social upliftment of employees and
surrounding communities, with a special focus on children.

* The bulk of money was spent on education and related
infrastructure projects » |

* A total of R19.4 million invested since SAFCOL started
operations in 1993; an average of R1.4 million p.a.

* Priority is given to adjacent communities & those within

afforested areas. J

Safety, Health and Environment

« KLF retained its FSC certification.
» St. Lucia handed over to DEAT (Wetlands Authority) with
R5.8m for rehabilitation .

* Most operations received a 4-star NOSA grading.
* HIV awareness programmes have been intensified and the
medical screening is continuing.

+ Tourism safety project in partnership with Mpumalanga
Provincial Government.
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SAFCOL

Financial
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Fraud and Risk Management

+ Several measures are in place to raise fraud awareness
within the Group.
* Adopted fraud prevention plan is included in the Corporate
Plan of the Group.
» Following key initiatives were undertaken to raise the level
of fraud awareness:
— Establishing and communicating Code of Ethics for the Group;

- Fraud Hotline: Operated independently through an external
consultant;

— Training and Road shows to raise awareness amongst staff:
— Surprise checks and reviews.

SAFCOL
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Fraud and Risk Manaaement
There are a few immaterial fraud incidents identified

mostly relating to stock and cash control.

Information on these cases were passed on to Internal
Audit through various sources and includes:

— Staff and Management;

— External Contractors: and o

— Customers

Disciplinary procedures have either been instituted
against the individuals responsible for perpetrating the
fraud or procedures are in the process of being
instituted.

The main risk in doing business remains fires.
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Financial Performance (continued)

Asset value of R2,8 billion

Expected annual returns (excl. PVA)
s 6% forestry, 8% sawmills, 10.5% cash
= Ave 7.83% or approx. R220 million

Budgeted profit (excl. PVA)

»  R234 million for 2008

Impact of fires

* R205 million to R223 million operating costs
s R302 million on carrying value

SAFCOL

Challenges

21

Sowth African Forestry Company Limited

10



Challenges

Post Fires

— Fire recovery plans

- Future demand and supply of logs
Implementing new marketing policy
Privatisation & winding-up of SAFCOL
— Litigation

— Tight timeframe

- Land restitution

Implementation of forestry charter and transformation
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