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STATEMENT

I, the undersigned,

CHETAN VAGHELA

declare that:

1. | am an adult male audit Partner employed at Deloitte, with offices at The

Woodlands Office Park, 20 Woodlands Drive, Woodmead, Johannesburg.

2. | make this statement on the basis of a summons received from the Zondo
Commission of Enquiry into State Capture (“the Zondo Commission”) dated 15

February 2019.

3. Inthis statement, | detail the background and circumstances resulting in the firm
having reported seven reportable irregularities (‘RIs”) to the Independent
Regulatory Board for Auditors (“IRBA”) in respect of and during my time as audit

partner for Neotel (Pty) Ltd (“Neotel”).
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BACKGROUND

4.  Deloitte were appointed as joint statutory auditors for Neotel for the financial year
ending 31 March 2006, and Deloitte is currently the sole auditor for Neotel
(currently known as Liquid Telecommunications South Africa (Pty) Ltd). Another
Deiloitte audit partner, Andre Dennis (“Dennis”) and | were the audit partners
responsibie for the joint statutory of Neotel audit for the year ended 31 March

2015 (“the 2015 Audit’). Sizwe Ntsaluba Gobodo were the joint auditors for

Neotel.

5. Forpurposes of this statement, it is necessary that | outline who sat on the Board
of Directors (“the Board”) and Audit Committee of Neotel, and who made up

Neotel's management team during the 2015 financial year, respectively.

6. The members of Neotel's Board of Directors during the 2015 financial year and

at the date of approval of the 2015 financial statements, were as follows:

6.1. S Baweja; (Resigned 4 November 2014)

6.2. R Dhawan;

6.3. S Joshi (Managing / CEO) (“Joshi”); (Resigned 30 November 2015)
6.4. VA Kumar;

6.5. XK Memani (“Memani"”)

6.6. FJP Ndoroma; (Resigned 28 October 2014)
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8.7. R Ofiner (alternate director to FJP Ndoroma) (“Offner”); (Appointed 4

November 2014}
6.8. TL Pharm (“Pharm”); (Appointed 4 November 2014)
6.9. SG Ranade;
6.10. M Srinath (Chairman) (“Srinath”); and

6.11. S8 Ntsaluba (alternate director to Memani).

The members of Neotel's Audit Committee during the 2015 financial year and as

at the date of signature of the 2015 financial statements, were as follows:

7.1. XK Memani;
7.2. TL Pharm:; and

7.3. R Offner.

The members of Neotel management during the 2015 financial year and as at

the date of signature of the 2015 financial statements were as follows:

7.5. 8 Joshi (CEO) (“Joshi”} (Resigned 30 November 2015);
7.6. S Whiley (CFO) ("Whiley”) (Resigned 30 November 2015);
7.7. C Theko (Company Secretary) (“Theko”);

7.8. R Bux (Acting CFO) (Appointed 30 November 2015); and

7.9. XK Memani (Director in Charge) (Appointed 30 November 2015).
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THE HOMIX TRANSACTION

8.  As part of Deloitte’'s routine audit testing in respect of the 2015 Audit, Neotel
creditors were tested in detail during March 2015 based on the 28 February 2015
balances which included a detailed review of the creditors listing at that point in
time. This approach was amended for the 2015 audit to vary the timing of work
and to complete certain procedures early due to the tight timelines imposed by

management for the 2015 audit.

9. The Deloitte audit team was provided with a creditors’ age analysis at 28
February 2015. As part of our analysis of the creditor balance, a comparison to
the prior year was done and an understanding of large balances was performed.
An analysis was also performed of debit balances in the creditors’ age analysis.
This analysis identified Homix (Pty) Ltd (“Homix”) as a new vendor and reflected

the largest DEBIT balance of an amount of R41, 040, 000.

10. The Deloitte audit trainees had documented the following tickmark against the

Homix creditor ;

Please note that this amount relates to commission that was payable in terms of
the binding Transnet deal. In line with the terms of the agreement, a certain % of
the deal was payable to Homix by the end of February 2015. As at the end of
February, Neotel had not yet received an invoice for the amount, yet payment had
to be made in terms of the contract. On 27/02/2015 an amount of R41 040 000
was paid to Homix. This has been raised as a debit balance until such time that
the invoice is received (whereby the creditor will be cleared). Per discussion with

Tony Marcus (Senior Manager: Finance — Taxation, Fixed Assets, Creditors), this

4
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will all have been cleared by 31/03/2015 and we should not expect to see this on

the ageing at year end.
Following further enquiries and procedures, the following was documented:

As auditors, we were unaware of a success fee on the Transnet MSA and this was
not previously raised by management at any stage particularly during Q3. As a
result of this, we further looked into this fransaction in more detail o understand
the setvice provider, the basis for the fee and what they did i.e. the commerciality
of the transactions. For further investigation and results thereof info this

fransaction, please refer to the <11000> section in the Neotel Partner File.

11.  The explanation documented by the trainees did not make sense to us, and in
addition the matter was not disclosed to us by management during our meetings
and Quarter 3 review procedures for the period ended 31 December 2014. The
service performed would have warranted an accrual in the Q3 results which was
not recorded or disclosed by management. An accrual was warranted because
the transaction had been concluded in December 2014 as management

contended this was a condition resulting from the conclusion of the contract.

12. It should be noted that, due to this being a new vendor with a large debit balance
reflected, Dennis and | requested the team to obtain the vendor on boarding
documentation to validate that the necessary procedures were followed before

approving and loading a new vendor on the Neotel system. Refer to paragraph

33 and 34.
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13. The team was provided the New Business Consultancy Agreement between
Neotel and Homix which was signed on 19 February 2015. This date is after the

agreement with Transnet had been concluded on 19 December 2014.

14. These circumstances explained above and the incomplete / questionable vendor
onboarding information, triggered further procedures by the Deloitte Audit

Partners into the Homix transaction.

DELOITTE INVESTIGATIONS INTO THE HOMIX TRANSACTION

15. The Deloitte Audit Partners engaged the Deloitte Forensics Department during
March 2015 to perform a high-level due diligence on Homix and its directors. We
wanted to know who Homix was, what role they played and who their
shareholders and directors were. The Deloitte Audit Partners provided the
Deloitte Forensics Department with the vendor onboarding pack and the New

Business Consultancy Agreement.

16. Dennis and | met with the Chief Financial Officer of Neotel, namely Whiley on 9
April 2015, during which meeting Dennis raised our concerns in respect of the
Homix transaction. (We wanted to know who Homix was, what role they played
and who their shareholders and directors were.) A copy of the minutes of this 9

April 2015 meeting is annexed to this statement as “CV1”.

17.  During the meeting, Whiley mentioned that he did not have information on Homix,

he did not know who they were, but that he was aware that Neotel had made two

payments to Homix during the 2015 financial year.
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Whiley explained that the MSA negotiations with Transnet came to an impasse.
Members of the “C-Suite” then got together and Joshi suggested contacting

Homix as Neote! had used them before.

Whiley went on to explain that Homix got the discussions with Transnet on track

again, which led to the successful completion of the MSA between Neotel and

Transnet on 19 December 2014.

Whiley explained that the first payment made to Homix related to Homix bringing

the “Cisco equipment deal” to Neotel.

Whiley also said that background checks on Homix had been performed two

weeks before this meeting in April, and no findings were noted.

Dennis stated that this contradicted Deloitte background checks, which indicated

that Homix was in the process of being deregistered.

Whiley suggested that should we require more information we should speak to

Joshi. A meeting was set to meet Joshi on 11 April 2015.

On 11 April 2015, Dennis and | met with Joshi and Whiley. Dennis again raised
our concerns regarding the validity of the Homix transaction at this meeting. A

copy of the minutes of this 11 April 2015 meeting is annexed to this statement as

IICV2J7.

During the 11 April 2015 meeting, Joshi reiterated what Whiley had told us on 9

April. He further added that Homix originally wanted a fee equal to 10% of the
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value of the Transnet MSA. Neotel negotiated Homix down to 2% of the value of

the MSA, as at 10% the deal could not be justified.

Dennis asked Joshi specifically:

26.1. Who engaged Homix?
26.2. With whom did Neotel deal at Homix?

26.3. What was the mandate and who were Homix supposed to engage with at

Transnet?

26.4. Did Anoj Singh (Transnet’s erstwhile CFO) know who Homix was and that

Transnet was engaging with an agent, and the extent of the fee paid to

the agent?

Joshi indicated that he did not know Homix and did not engage with Homix in
any manner. Joshi also noted that Neotel had performed its own investigation
into the payments that were made to Homix, and that in Neotel's view the

payments that were made to Homix and reasons for the payments were valid.

Joshi advised us that he was introduced to Homix by Neotel's General Manager,
Strategic Customers, namely Francois Van der Merwe (“Van der Merwe”), and
that communications between Neotel and Homix took place through Van der

Merwe as the key contact person within Neotel in respect of the Homix Contract.

Dennis asked if the Homix payment was approved by Neotel's Board. Joshi

confirmed that he had obtained Board approval and would send a note to Dennis

in this regard.
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30. Dennis indicated further that Deloitte had concerns about the payment made to
Homix, and that the Deloitte audit team needed to understand the commerciality
of the fee paid and required support that the payment was not a facilitation

payment which couid bring the MSA into question.

31. Based on the above concerns, the Deloitte audit team became increasingly
suspicious about the commercial validity of the Homix transaction, as a result of

which further investigations were undertaken by Deloitte.

FURTHER INVESTIGATIONS

32. I metwith Van der Merwe on 13 April 2015. Minutes of this meeting are attached

to this statement as “CV3".

33. Van der Merwe provided background to the Transnet MSA process, the “CCTV1”
transaction and the “CCTV2” transaction. He provided further details around

Homix and confirmed that his contact person at Homix was “Ashok”.

33.1. Van der Merwe subsequently confirmed by email that the “Ashok” to whom

he referred during our meeting was “Ashok Narayan Puthenveedu”.

34. Van der Merwe advised me that Joshi had suggested to Van der Merwe that he

engage Homix in respect of the Transnet MSA.

35. Dennis and | reviewed the information and did searches on “Ashok” which we
identified and linked to the Sahara Group of Companies which is linked o the

Gupta family. This led us to be more concerned about the commerciality of the

fees paid to Homix.
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36. | also engaged with the Neotel Company Secretary, Theko, on 14 April 2015.

37.

38.

Theko advised me that he had looked at whether or not any moriey had been
paid to a Neotel empioyee in relation to the Homix transaction and confirmed that
no money had been paid to Joshi, Van der Merwe or Anoj Singh flowing from the

Homix transaction. Theko did not investigate the matter any further.

During the Deloitte audit team’s review of the Homix transactions, the Deloitte
audit team requested information and documents around the on-Boarding
process, the contract with Homix and other supporting documentation relating to

Homix.
The following concerns were noted by the Deloitte audit team:

38.1. a CIPC search on the registration number of Homix as per the Homix

contract (2012/176951/07) returned no result;

38.2. telephone calls made to the specified contact details ((012) 654 0183)

were unanswered (Specified contact details refers to telephone details

noted on the onboarding information or invoice);

38.3. an Internet search on the registered address of Homix (192 Springbok

Street, Wierda Park) returned the address as being registered to a charity;

38.4. the website address mentioned in the Homix Contract (www.homix.co.za)

did not return a valid webpage;

38.5. Deloitte obtained the on-Boarding information for Homix as a vendor to
Neotel. The controls applied by Neotel for the loading of creditors on its

system did not appear to have been followed, as standard information

10
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required before upload was not available. This included company

registration documents, proof of banking details, and copies of IDs of

directors;

38.6. the Homix Contract was signed by Joshi, without Board approval. This
appeared to fall outside of the scope of Joshi's authority as CEO. | discuss
this point in greater detail below with regard to the first RI that was reported

by Deloitte to the IRBA in relation to Neotel; and

38.7. the invoice was submitted to Neotel's finance department with a request
for payment of a “once-off vendor”, indicating that management did not
intend to utilise the supplier again. This request for payment was approved

by both Whiley and Joshi;

ENGAGEMENT WITH THE BOARD, AUDIT COMMITTEE AND OTHER

PARTIES

39. Dennis, through Deloitte, engaged external attorneys (Cliffe Dekker Hofmeyr
Inc.) (“CDH") to assist us as partners with legal aspects of the matter due to the

significance and complexity of the matter.

40. Deloitte addressed a letter relating to the Homix matter to the Board dated 17
April 2015 as we were not satisfied with the information and explanations
provided by management. In this letter we posed a number of questions to the
Board of Neotel, in the hope that the answers to these questions would assist us
to conclude on whether or not there was an acceptable commercial basis for the

Homix transaction. A copy of Deloitte’s 17 April 2015 letter is attached to this

statement as “CV4".

11
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41. A special Audit Committee meeting was scheduled for 21 April 2015 in order for

us to discuss our concerns relating to the Homix transactions and our 17 April

letter with the Neotel Audit Committee.

42. Minutes of the 21 April 2015 Audit Committee meeting are attached to this

statement as “CV5".

43. Subsequent to the 21 April 2015 meeting with the Audit Committee, Deloitte
evaluated the information it had obtained from management in response to
queries addressed to management in relation to the Homix transaction and
payments made to Homix. Deloitte concluded that it had a reporting
responsibility in terms of s45 of the Auditors Profession Act, 2005. The first Rl
letter that was issued to the IRBA on 28 April 2015 (“the first RI"). A copy of the

first Rl is attached to this statement as “CV6”.

THE FIRST RI

44. The basis of the first Rl reported is explained below. Neotel had in place a
Delegation of Authority policy recording the nature and extent of the powers and
authorities delegated by the Board to the CEO and designated signatories of
Neotel ("the DOA”). The DOA provided specifically that “The approval of the

Board must be obtained for all matters that are beyond the powers and

authorities delegated herein”.

45. A copy of the DOA is attached to this statement as “CV7".

12
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In the opinion of the Deloitte audit feam, Joshi had breached the DOA when he

authorised the Homix transaction and consequential payment to Homix without

Board approval.

Section 1 of the Auditing Profession Act, 2005 (“the APA”) defines an Rl as

follows:

“reportable irreguiarity” means any unlawful act or omission committed by

any person responsible for the management of an entity, which-

(a} has caused or is likely to cause material financial loss to the entify or to
any partner, member, shareholder, creditor or investor of the entity in
respect of his, her or its dealings with that entity; or

(b} is fraudulent or amounts to theft; or

(c) represents a material breach of any fiduciary duty owed by such person
to the entity or any partner, member, shareholder, creditor or investor of
the entity under any law applying to the entity or the conduct or

management thereof.”

We took the view that Joshi had committed an unlawful act by breaching the DOA
as we considered this conduct to be contrary to section 76(3) of the Companies
Act, which section obliges directors of companies inter alia to act in the best
interests of the companies they serve. The payment made by Neotel to Homix

undoubtedly caused “material financial loss” to the entity.

In the circumstances, we reported the first RI to the IRBA on 28 April 2015.

i3
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90. Furthermore, one of my trainees was asked by her manager to see Ms Elbie van
der Merwe, General Manager Corporate Finance & Treasury, to obtain the
waiver letter on the EBITDA covenants which had been received from the
lenders’ agents. Ms van der Merwe then made very disparaging comments
around Deloitte partners said that “Deloitte partners were pedantic and that we
would be the reason for Neotet going down”. She went further with comments
around myself specifically, which are very concerning. She is quoted as having
said “that Chetan must know of xenophobia and that we know that he is a Zimbo

and we know people that can sort him out”.

51. Dennis raised this threat on a Deloitte partner with the Chairman of the Board on

16 May 2015._An apology was received from the Chairman and a disciplinary

enquiry was followed by Neotel,

THE WERKSMANS INVESTIGATION

52. Subsequent to the special Audit Committee meeting that Dennis and | attended
on 21 April 2015, the Board initiated an independent professional investigation
into the Homix transaction through Bernard Hotz ("Hotz”), a partner and head of
Forensic Investigations at Werksmans Attorneys (“Werksmans”). The

investigation commenced on 4 May 2015.

53. On 20 May 2015 we received a letter signed by the Chairman of the Board in
which he inter alia explains that the investigation is not complete, and that
Transnet had been approached by Neotel to assist Neotel with its investigation
in relation to the Homix transaction. According to the letter Transnet’s response

was that it was confident in its procurement process and that it would consider

14
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the request for interviews if Neotel could present it with concrete evidence of any

wrongdoing on the part of Transnet executives. A copy of the correspondence

with Transnet is attached as CV7.1.

A copy of Neotel's 20 May 2015 letter to Deloitte is attached hereto as “CV8”.

Deloitte replied to CV8 on 22 May 2015 with a letter wherein Deloitte inter alia
reiterated its request for answers to the questions it posed in Deloitte’s letter to
Neotel of 17 April 2015 (annexure CV4), and indicated that Deloitte’s reporting
deadline in respect of the first Rl was 28 May 2015, and could not be extended.

A copy of the letter is attached hereto as “CV9”,

55.1. In this regard, the APA requires that if an Rl is reported, the Auditors must
send a further report within 30 days of the date when the Rl was first
reported, stating either that the Rl never existed (in other words,

withdrawing it), that it has been resolved, or that it is continuing.

Deloitte received a further letter from the Board on 26 May 2015. Copies of this
letter, together with Deloitte’s response dated 27 May 2015 are attached to this

statement as “CV11” and “CV12” respectively.

An audit committee meeting was scheduled to take place at Neotel on 26 May
2015. This meeting was cancelled and Deloitte was invited to attend a meeting
at attorneys Norton Rose Fulbright. Dennis and | attended this meeting. At the
meeting, the discussion revolved around the information from the Werksmans
investigation being “legally privileged” and the lawyers and audit committee were

assessing what they required from Deloitte to conclude. Dennis and I indicated

15



CV-016

that we required the results of the investigation that had been initiated by the
Board in order to conclude on the Homix matter, and that if such information was

not forthcoming, the audit opinion would be a disclaimer.

58. Deloitte sent its second letter to the IRBA in respect of the first Rl on 28 May
2019, indicating that the Rl was still continuing. A copy of Deloitte’s letter to the

IRBA of 28 May 2015 is attached hereto as “CV13”.

THE SECOND Ri

59. Deloitte received a letter from Neotel on 5 June 2015, ostensibly outlining
Neotel's summary of the findings of the Werksmans investigation, and answering
the questions that Deloitte had posed in CV4. A copy of Neotel’s letter of 5 June

2015 is attached to this statement as “CV14”.

60. On 9 June 2015, Deloitte responded to Neotel's 5 June 2015 letter. It was
Deloitte’s view, having considered Neotel's answers to our questions, that there
was not sufficient evidence to support the commerciality of the Homix Contract,
and that the answers provided by Neotel to Deloitte’s questions only invited more
questions from Deloitte. We furthermore indicated that persons in positions of
authority at Neotel should consider their reporting obligations in terms of section
34 of the Prevention and Combatting of Corrupt Activities Act (“PRECCA”) and
that failure to do so could in itself constitute an RI. A copy of Deloitte’s 9 June

2015 letter to Neotel is attached to this statement as “CV15”.

61. Dennis met with certain representatives of the Neotel Board, together with Hotz,

at Werksmans’ offices on 13 July 2015. | could not physically be at Werksman’s

16£
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offices and therefore dialled into the meeting. We were advised that Neotel had
reported suspicions to the relevant authorities in terms of PRECCA and we were
provided with a summary of this report. A copy of the report summary is attached

to this statement as “CV16".

62. We were furthermore provided with a copy of a letter addressed by Homix to
Neotel detailing the work that had allegedly been undertaken by Homix in order
to secure the MSA between Neotel and Transnet. A copy of the Homix letter

dated 2 July 2015 is attached to this statement as “CV17”.

63. In Deloitte’s view, Neotel’'s answers to Deloitte’s questions posed in CV4 and the
various meetings that were held, and documents provided to Deloitte, did not

address Deloitte’s concerns around the commerciality of the fees paid to Homix.

64. Neither the CEO nor the CFO of Neotel (Joshi and Whiley respectively)
conducted any due diligence investigations into Homix prior to Homix being
engaged, nor did they ask any questions about what actions Homix intended to
take in order to resolve the impasse between Neotel and Transnet. In Deloitte’s
view, this conduct was not in the best interests of Neotel, and caused the

company to sustain a considerable financial loss.

65. Accordingly, Deloitte reported a second Rl to the IRBA on 14 July 2015 (post the
Werksman's briefing) based on Joshi and Whiley’s breach of the Companies Act
and their common law duties as directors of a company to act in the best interests
of the company, which actions resulted in a substantial financial loss to Neotel

(“the second RI”). A copy of the second RI is attached to this statement as

“CV18".

17
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66. Neotel responded to the second RI on 7 August 2015. A copy of Neotel’s letter

to Deloitte dated 7 August 2015 is attached to this statement as “CV19”.

THE VODACOM TRANSACTION

67. Neotel at the time was subject to a takeover by Vodacom as the shareholders of
Neotel sought to exit the business. However, the transaction with Vodacom failed

to conclude and complete and the sale was abandoned due to the Homix matter

and other regulatory matters.

WAIVERS AND DISCLAIMERS

68. A further issue that was being addressed between Deloitte and Neotel at the time
of the second Rl was interactions between Deloitte and Neotel in relation to

Deloitte’s disclaimer of opinion in respect of the March 2015 audit of Neotel.

69. Neotel sought a means by which to move away from the disclaimer that Deloitte
had indicated it would issue, based on what Deloitte considered to be the

pervasive effect of the issues created by the Homix transaction on Neotel's

financial statements.

69.1. In Deloitte’s view, the Homix matter was significant and pervasive as it

potentially impacted the following:

69.1.1. the existing Transnet MSA and the existing transactions

recorded under the contract. By engaging Homix and agreeing

to pay a success fee to Homix in the Homix Contract, Neotel

18
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had breached the Transnet MSA which allowed Transnet to
cancel the MSA should it so elect.

69.1.2. the Long Term Funding Common Terms Agreement (LFCTA)
and the implications considering a breach of the agreement
may have resulted in the loans being callable on demand;

69.1.3. a potential sale transaction to Vodacom as the matter would
require disclosure in terms of the sale and purchase

agreement warranties. Refer to paragraph 65.

These matters collectively impacted the severity of the opinion and the

inconclusive nature of the matter resulted in a disclaimer.

69.2. The Audit Committee asked Deloitte for their view and how the disclaimer
opinion could be resolved. Deloitte was of the view that, in order to move

away from a disclaimer of opinion in respect of the 2015 financials it

required the following:

69.2.1. A waiver from Transnet of its right to withdraw from the MSA
based on Neotel's breach of the MSA by using an agent;

69.2.2. Waivers from Neotel's lenders around the Homix transaction;

and

69.2.3. A waiver from Vodacom in respect of the Homix transaction.

Neotel's Audit Committee advised Deloitte that the lenders had been briefed and

that they were managing the waiver process as required.

The Audit Committee briefed Deloitte that they were seeking a waiver from

Transnet. However, it was unlikely that a waiver from Transnet would be

19



72.

73.

74.

CV-020

received. Neotel was seeking a legal counsel opinion on the validity of the
contract as a result of a breach of the terms of the agreement. Following the legal
advice, Neotel had fully disclosed the matter to Transnet, continued to trade with
Transnet under the contract (and vice versa) and had to wait 90 days from
notification to Transnet for any action or termination from Transnet. Should there
be no action from Transnet, the contract would continue to remain valid. The

matter required full disclosure in the accounts in the absence of a waiver which

was complied with.

The audit committee also briefed Vodacom and the impact of a waiver was raised

with Deloitte. Deloitte advised that it would consider the impact of not receiving

a waiver from Vodacom.

On 31 July 2015, the Mail & Guardian published an article titled “ ‘Kickback’
scandal engulfs Transnet” which relates to Neotel, Transnet and the Homix
transactions. On the same day, the CEO Joshi and CFO Whiley were placed on
special leave pending an investigation into alleged bribery and corruption at the

telecommunications operator (Refer to article on Tech Central — Neotel CEQ on

‘special leave' as scandal erupts).

The Board of Neotel appointed external legal advisors to investigate and pursue
internal disciplinary proceedings as are lawfully required. The CEO and the CFO
were placed on special leave of absence to facilitate the unimpeded pursuit of
this investigation process. During the disciplinary proceedings against the CEO
and CFO, under the guidance of the Company’s external advisors, the CEO and

CFO resigned from the Company on 30 November 2015.

20
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75. A meeting was called for by Neotel's minority shareholders — Nexus Connexion
(SA) (Pty) Ltd (“Nexus”) represented by Eugene Ruiters and John Roberts
(Advisor to Nexus), which meeting | attended together with Dennis and Michelle
Viljoen (Deloitte Senior Manager) on 5 August 2015. This meeting was approved
by the audit committee. The Deloitte team briefed Neotel's minority shareholders
on the events relating to Homix that impacted Neotel and the status of the 2015
audit. During this meeting, the minority shareholders raised with us that do we
know who this is linked to and have we considered personal protection for
ourselves. Dennis and | subsequent to this meeting raised the matter with our

Firm Leadership and took personal protection.

76. Furthermore, a meeting was called by the Agent of the Finance Parties and the
IDC MF Lender and as Lenders Agents represented by Nedbank Limited (Mr
Mike Peo and Mr lain Macaulay) and Investec Limited (Mr Robert Gecelter)
together with the Lenders attorneys Faskin Martineau (Mr Ashen Jugoo and Mr
Jamie Macdonald) in order to understand the position directly from Deloitte. This
meeting was held at Fasken Martineau (the lenders’ attorneys) on 13 August
2015. Dennis and | briefed the lenders on the Homix events impacting Neotel
and the status of the 2015 audit. The waiver was provided on 14 December 2015

and 30 June 2016. A copy of the waiver is attached to this statement as “CV20"

and “Cv21~.

The lenders actions are disclosed in Note 37 of the financial statements and

includes the following:
“The lenders have acceded fo certain waiver of certain rights which the

fenders may have now or in the future under the LFCTA in connection with
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the payments to Homix. The waivers were requested because the present
facts together with facts as may possibly emerge in future, could indicate a
breach of certain warranties by the company under the LFCTA and also have
an impact on the enforceability and/or possible recission of the Transnet
MSA, which in turn may trigger certain rights of the lenders under the LFCTA.
The company requested the lenders fo waive their rights under clauses
1.190A, 1190A3, 1190A5, 30.16.5, 30.18, 35.4 and 36.63 of the LFCTA. The
lenders have indicated that they do not think it is appropriate to grant waivers
for the potential breaches of these clauses of the LFCTA as, it appears to
them, based on the information provided, that no default has occurred and/or
is continuing in respect of these clauses. Thus, it remains within the lenders
rights under the LFCTA fo call an event of default shouid further adverse

information come to the fore in relation to these matters in addition to those

that exist as at the date of approving the accounts.”

PRIVILEGED INFORMATION AND ADDITIONAL Ris

77.

78.

Following receipt of the lenders’ waiver and the disclosure on the validity of the
Transnet MSA | the closure of accounts was being finalised in December 2015.
Deloitte had requested that each of the Neotel directors sign a management
representation letter in their individual capacities. The letter was provided to the

Board on 11 November 2015 for the directors to review.

A meeting was called by Memani on 23 December 2015 to discuss the
representation letter. In attendance at the meeting were Memani and me at

Neotel offices and Pham, Reynolds, Theko, Bux, and Dennis by conference call.

22 é



79.

80.

CV-023

The Vodacom Transaction and the representation letter were discussed during

this meeting.

A line-by-line review of the representation letter took place during the meeting.
Amendments to the letter were agreed upon, except for the disclosure of
information. Reynolds indicated that the directors were unable to sign the letter
as there was apparently privileged information which they were unable to share
with Dennis and me. | indicated in response that if the information related to
Neotel, the company, then we as auditors would require sight of the information.
Failing that, Dennis and | would need to consider the impact of this on our audit

opinion. The matter was left on the basis that Deloitte would consult on the

matter.

Dennis and | met with Memani on 14 January 2016 to discuss the Vodacom
Transaction which was followed by a meeting with attorney Kevin Cron from
Norton Rose Fulbright on 15 January 2016. At the meeting on 15 January,
Deloitte discussed the Vodacom transaction and the legality and implication on
the financial statements which was subject to debate between Deloitte and
Memani. Following resolution of the matter and meeting, Dennis and | raised the
fact that the “privileged information” discussed during the 23 December 2015
meeting had not been provided to us. Memani instructed Michael Hart from

Norton Rose Fulbright to make the information available to the Deloitte audit

team for purposes of the audit.
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81. The “privileged information” was accordingly made available to Dennis and me.

It consisted of files and reports arising out of the Werksmans Investigation not

provided to Deloitte previously.

82. The information and documentation was reviewed by Dennis, Kimm Matsose
(Deloitte Manager), Johan Erasmus (Deloitte Director) and me under the

supervision of Norton Rose Fulbright at their offices over 4 days.

83. Our audit documentation was based on reading the Werksmans files and
information and making relevant notes and extracts during our review in January
and February 2016. The following information has been exiracted from the
Werksmans files in order to consider on the 2015 financial statements and its

related opinion as well as our reporting obligations in terms of the Auditing

Professions Act.

83.1. Extracts from “Preliminary report to enable the board of Neotel to prepare

a response to Deloitte” (dated 19 May 2015)

83.2. Extracts from “Second Preliminary report to enable the board of Neotel to

consider the evidence as at the cessation of our mandate — 26 June 2015”

(dated 30 July 2015 per header)

83.3. Extract from "Transcript of interview with Steve Whiley on 6 May 2015”,

Page 65:

83.4. Extracts from “Transcript of interview with Mr Sunil Joshi on 12 May 2015”

83.5. Extracts from “Transcription of interview with Ashok on 11 May 2015”
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83.6. Extracts from “Transcription of interview with Ashok Singh on 14 May

2015”

83.7. Extracts from “Preliminary report — investigation executive summary:

Homix (Pty) Ltd and related entities” — Basileus Consilium Professional

Services (Pty) Ltd — dated 31 July 2015

Deloitte’s review of the documents and information resulted in five additionail Rls
being reported to the IRBA on 8 February 2016 based on the Homix matter and

late annual financial statements.
The five additional reportable irregularities are as follows

We had reason to believe that the directors and/or prescribed officers of the
company reasonably ought to have known or suspected that the Homix
Consultancy agreements resulting in success fees of R61 million (excluding VAT
consisting of R36 million on the Master Services Agreement with Transnet and
R25 million on the sale of assets contract with Transnet) had no apparent
business or lawful purpose, and failed to report this fact to the Financial
Intelligence Centre within the 15 business day period as required in terms of
Section 29 of the FICA. A fee of R30.3 million (excluding VAT) was also paid to

Homix for the Cisco deal. (R13)

We had reason to believe that the directors and/or prescribed officers of the
company ought reasonably to have known or suspected that the offence of
corruption was committed and failed to report this offence to any police official in

terms of section 34 of PRECCA (RI4)
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88. We had reason to believe that a reportable irregularity, as defined in the Auditing

89.

90.

Profession Act, has taken place in connection with the company entering into
back to back transactions (albeit with a margin) with a customer and a supplier
(CCTV transactions). A success fee arrangement of R45 million relating to the
CCTV transactions was made by Homix to the supplier of Neotel. The
commerciality and business/lawful purpose of fees to Homix in other transactions
relating to the same customer brings into question the CCTV transactions and
the related success fees proposed and/or paid. | have reason to believe that the
directors and/or prescribed officers of the company ought reasonably to have
known or suspected that the offence of corruption was committed and failed to

report this offence to any police official in terms of Section 34 of PRECCA. (RI5)

We had reason to believe that the directors and/or prescribed officers of the
company reasonably ought to have known or suspected that the transaction
referred to above paragraph 75.3 had no apparent business or lawful purpose,
and failed to report this fact to the Financial Intelligence Centre within the 15

business day period as required in terms of Section 29 of the FICA. (RI8)

The fifth Rl is related to the late preparation of the annual financial statements
for the year ended 31 March 2015 which were not prepared and approved within
6 months of the financial year as required in terms of Section 30(1) of the
Companies Act of South Africa 2008. This non-compliance was considered to be

a material breach of the directors’ fiduciary duties. (RI7)

90.1. Copies of the additional Rls are attached to this statement as “CV22” to

“CV26” respectively.
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On 9 March 2016 we sent the second reports as required by the APA to the IRBA

in respect of each of the Rls attached as CV21 to CV26, reporting that the Rls

were continuing.

Deloitte received responses from the Board late on 9 March 2016, copies of

which are attached hereto as “CV27” to “CV31"." respectively.

A revised waiver letter was issued on 30 June 2016, a copy of which is attached

to this statement as “CvV21...".

During this period from 9 March 2016 to 30 June 2016, the 2016 audit was in
progress and a significant outstanding matter was the required funding of
approximately R1.5 to R2.1 billicn to conclude on the going concern. The
absence of further funding from shareholders or lenders delayed finalising of the

financial statements for both 2015 and 2016.

The shareholders and Liquid Telecoms had concluded a sale and purchase

agreement on 26" June 2016.

On the 15 September 2016, | received approval from the Audit Committee to
engage with Kate Hennessy, Group Financial Director of Liquid
Telecommunications in order to consider the impact of the sale transaction and
new shareholder funding on the going concern basis of conclusion. The
resolution of the funding shortfall was considered through the sale transaction
and this would require the sale of the company to the new shareholders to be
effective and all conditions precedent in the agreement to be met in order to sign

of the financial statements on a going concern basis.
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97. The sale of the company to Liquid Telecom was completed on 10 February 2017
with the conditions precedent to the sale and purchase agreement being

complete and on this date the financial statements for 2015 and 2016 were

signed by the auditors.

98. The audited financial statements were qualified in respect of the commerciality

of the Homix transactions and disclosure on this matter is hoted in the financial

statements.

99. A copy of the Homix contracts is attached to this statement and is titled the New

Business Consultancy Agreement as CV32 and CV33.

A

CHETAN VAGHELA

DATE: V/4 /ﬁ’!f{. 2954
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MINUTES OF MEETING WITH NEQOTEL

Date:
Time:

Location of meeting:

The meeting was attended by:

9 April 2015
15:00

Neotel CFO boardroom

Name Function Location
Andre Dennis LCSP Neotel
Chetan Vaghela Engagement partner Neote!
Michelle Viljoen Engagement senior manager Neotel
Steven Whiley CFO Neotel

MINUTES OF MEETING

AD requested more information from SW regarding the Hemix commission transaction.

CV-030

Cv i

* SWcommented that he doesn’t have information on Homix, he doesn’t know wha they are but he is

aware that Neotel made 2 payments to Homix in the current year {one in October 2014 of
approximately R30 million and another payment in February 2015 of R36 million)

[DTT corroborated and first payment was in fact not made in October but was made on the 3™ of April
2014 for an amount of R34 533 819.88. The second payment was made on the 27* of February 2015
for an amount of R41 040 00Q. Refer working paper <6100.02>].

¢ The payment made in February 2015 relates to a 2% commission payable on the successful conclusion
of the Transnet MSA. The MSA negotiations with Transhet came to an impass. Members of the C-

suite got together and Sunil suggested contact Homix. The involvement of Homix was initiated by

Sunil {he sent email to transaction committee suggesting use of Homix). Members of the transaction
committee are among others Tracey Cohen (Head of Legal), Steven Whiley (CFO), Sunil Joshi (CEQ}

and Francois van der Merwe {Transnet GM).
*  Homix got discussions on track again and resulted in successful conclusion of deal on 19 December

2015.

*  The payment falls within Sunil Joshi (CEO)’s domain and delegation of authority.
SW mentioned that the first payment related to Homix bringing the CCTV 1 deal to Neote|

L ]
® SWasaid that background checks on Homix has been performed 2 weeks ago and no findings noted.
AD said this is contradictory to Deloitte background check performed as these revealed that Homix

company is currently under deregistration.

Refer to memo on Homix — 11010.1 for the full matter and resoclution thereof.
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MINUTES OF MEETING WITH NEOTEL

Date:

Time:

11 April 2015

11:00

Location of meeting; Melrose Arch

The meeting was attended by:

Name

Function Location

Andre Dennis LCSP Melrose Arch

Chetan Vaghela Engagement partner Melrose Arch

Sunil Joshi CEO Melrose Arch

Steven Whiley CFO Melrose Arch

MINUTES OF MEETING

AD raised the matter around the Homix transaction with SJ and SW to which 3J questioned whether
SW not taken us through the matter and circumstances around it,
AD responded that SW has taken us through the matter, but we felt the need to discuss the matter
with CEQ and understand the detail more fuliy
5J explained the transaction and the Transnet negotiations came to an impass on 12 December and
the management team were at a standstill. The team came together and Francois suggested they use
Homix who has previously helped them on a transaction.
SJ indicated that Homix wanted a 10% fee (in line with the previous transaction) and they negotiated
them down to 2% as at 10%, the deal would not be justified
SJindicated that he did not know Homix and did not engage with Homix in any manner,
AD asked 5J specifically :

o Who engaged them and who did they deal with at Homix

©  What mandate and who were they supposed to engage with at Transnet

o Does Anoj Singh know who Homix was and that they, Transnet were engaging with an agent

and the extent of the fee that was paid to the agent.

Francois van der Merwe (GM: Transnet) knows Homix and engages with Homix,

5] offered to call Anoj Singh (CFO) and we can ask?

AD asked if the Homix payment was approved by the board.

Si indicated that he has Board approval and will send the note to AD.

AD indicated that we have a concern around this payment and that we need support that this is not a
facilitation payment which could bring into question the MSA.

SJ indicated that they have the same concern and as a result he requested the team to investigate this
two weeks ago to ensure that it is above board.

SJ indicated that we can meet with Francois and Caivin and make the necessary enquiries.

5) mentioned that the use of an agent is normal practice and said with respect to the Standard Bank
deal — “who do you think whom paid whom”.

AJD responded make contact with the FD Simon Rudiey and ask what changed from the date of
awarding the contract to withdrawing the award and why.

AJD was prepared to provide contact details for the FD of Standard Bank

SJ indicated that if he could he would have used an agent to do the same on the Standard Bank deal
and we as auditors can keep digging as much as you like.

Refer to memo on Homix — 11010.1 for the full matter and resolution thereof.
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MINUTES OF MEETING WITH NEOTEL

Date: 13 April 2015

Time: 15:00

Location of meeting: Neotel finance boardroom

The meeting was attended by:
Name Function Location
Chetan Vaghela Engagement partner Neotel
Michelle Viljoen Engagement senior manager Neotel
Francois van der Merwe Neotel General Manager Neotel

MINUTES OF MEETING

CV and MV asked for background to ail the Transnet transactions that took place during the current

financial year.
FVDM provided and overview of all the Transnet transactions that took place in the current year:
o Routers and switches transaction in March 2014;

o CCTV1inlunefluly 2014
o MSA -

o Sale of assets

o Mobilisation

o CCTV?2

There is currently a transaction lined up with Transnet relating to Neotel daing electrical work for
Transnet. As part of the LAN/WAN upgrades, the rooms for the routers and switches need generators
and electrical work. Neotel wili do the bill of material, Transnet to approve and then to obtain 3
guotes. The budget for this transaction is R850 million. This transaction will take place in 4 months’
time.

The Transnet MSA transition period ends 30 November 2015. Switches and routers are installed over
a period of transition and as the upgrade to the network takes place.

Transnet has taken ownership of the routers and switchers equipment. Transnet needs to extend the
maintenance agreement as there is a delay between purchase date and date of network upgrade.

FVDM provided an overview of the MSA process:
o InNavember 2013, Neotel lost the Transnet tender — the tender was awarded to T-systems.

o Neotel and Transnet signed an extension agreement that terminated in December 2014;

¢ InlJanuary 2014 Homix sent a fetter ta FVYDM notifying Neotel of a deal at Transnet that
Neotel wasn't invited to tender for {that is how Neotel became aware of routers and
switchers deal and how they became aware of Homix).

o Neotel was made aware by their 2 contact people at Transnet (Gerrie and Yusuf) that
Transnet has an exit plan from Neotel - being Dimension Data. According to FVDM,
Transnet has trust issues with Neotel,

o CV asked FDVM — who Homix were and their background

o FDVM answered - Homix is a Dubai based company, they offer specialised consultancy
services with staff of 100 employees. They have offices in South Africa and their offices are
based in Pretoria, Silverton where FYDM has visited before. However, he usually meets with
Homix at Melrose Arch.

o Homix daes a lot of work for Transnet and government (they play at Board level).

CV asked FDVM — who does he deal with specifically at Homix

o FVDM's replied that his contact person at Homix is Ashok. He doesn’t recollect his surname,
but he would send his details to me. According to FVYDM Ashok is the president of Homix's
Middle East and African business. FDVM also indicated that he could arrange a meeting for
CV if we would like to meet him. CV indicated that there was no need to meet him.

o Homix was able to swing the MSA deal for Neotel because Transnet didn’t sign a legally
enforceable agreement with T-systems as the MSA stipulates the supplier needs to be the
“sole supplier”, which T-systems at that point wasn't.

o Neotel's contacts at Transnet with regards to the MSA are Gerrie van der Westhuizen and
Yusuf Mahommed. These 2 individuals were told by Transnet that out of 104 white and &
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Indian employees in a certain division, only 4 are going to be retained. As a result of the
above and no future at Transnet, these two individuals were leaving - Yusuf therefare left
Transnet at the end of November 2014 and Gerrie left in December 2014. [Gerrie remained
with Transnet until the closure of the MSA, according to FDVM.]

The wheels came off on the 10%/11% of December 2014. No-one at Transnet was willing to
talk to Neotel anymore. Neotel management tried to make contact with Transnet and they
were not taking their calls. The information received by Neotel through their sources was
that there were talks with Di-data. A meeting between Sunil joshi, Steve Whiley, Tracy Cohen
and FDVM was held during this impass where the decision to use Homix was made by Sunil.
Sunil Joshi sent an email to the Neotel people involved in this transaction, suggesting making
use of Homix.

Neatel negotiated with Homix a fee of 2% of the MSA. Initially, they wanted 10% which was
consistent with the previous deal terms, hoever this pricing was not acceptable to Neotel as
it would make the deal unprofitable.

FVDM is expecting another payment of R20m based on the asset sale {dependent on
Transnet and Neotel signing the operational agreement).

Neotel’s new primary contact at Transnet is Helen Walsh and Karl Sisikwa.

*  FVDM provided an overview of the CCTV 1 transaction:

C
o]

There is a specific Act that governs ports around the world.

In December 2014 Transnet was scheduled to be audited in terms of compliance with this
act.

In March 2013, a new COO was appointed for Transnet Port Authority. Transnet wanted to
sue ESS for non-delivery, which in turn blamed Neotel. Neotel for 8 months travelled around
the country to do consultancy work for Transnet. Based on their review, Neotel submitted
an 80 page document with findings. Transnet called Neotel to assist with this legal matter
{between Transnet and ESS).

Based on these developments, in May 2014 Transnet asked Neotel to do CCTV 1 in order to
ensure compliance in December 2014 when they’ll be audited.

¢ FVDM provided an overview of the CCTV 2 transaction:

[}

O
o}
O

CCTV 2is an upgrade of CCTV 1.

Neotel contracted Techpro {number 1 company in SA does lot of security work}.

Nice vision in Israel recommended Techpro to Neotel.

Techpro provides servers with software on it. An intelligence layer is then built on the
software. Cameras and lenses are the “arms” of the systems. Nice vision is the provider of
the “intelligence” in these systems. Techpro is the installer and distributor of the systems,
In terms of CCTV 1, Neotel is still busy installing some cameras. There is currently still R20m
outstanding on the contract (which represents 10% of the solution not completed yet).

A letter of award was given to Neotel in terms of CCTV 2. Transnet has taken possession of
the equipment. There were Neotel and Transnet employees on site that signed for the
equipment.

CCTV1and 2 are on the same sites. Some of the kit is at Neotel, some Transnet has already
taken ownership of. As soon as Transnet signs for equipment, they legally take ownershi p
even though equipment might not be physically delivered at their site.

Neotel doesn’t have ANY skill in this fiald. All that they bring to the table is they are setting
up 4 call centre where any complaints on the cameras are reported. Neotel then in turn will
phone the Techpro technician on site to attend to the matter.

Refer to memo on Homix ~ 11010.1 for the full matter and resolution thereof.
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D e I o I t t e Private Bag X6 Deloltte & Touche

Gallo Manor 2052 Registered Auditors
South Africa Audit - Johannesburg
Buildings 1 and 2
Deloitte Place
17 April 2015 The Woodlands
Woodlands Drive
. Woodmead Sandton
The Directors Docex 19 Johannesburg
Neotel Proprietary Limited Tek +27 (O)11 BO6 5000
NeoVate Park Fax; +27 (011 806 5111
44 01d Pretoria Road Vel deldilsicom
Midrand
2191
Attention: The Chairman
Dear Sirs

We write 10 you in connection with the New Business Consultancy Agreement between Homix (Pty) Lid
(“Homix™) and Neotel (Pty) Ltd (“Neotel”} signed on the 19" February 2015. This agreement refers to a
fee of 2% of the value of the contract estimated at R1.8 billion, based on the successful conclusion of the
Master Services Agreement with Transnet SOC Limited (“Transnet”).

Please can management and the Board provide information as requested bélow, to support the
commerciality and substance of the arrangement with Homix:

The selection criteria and reasons for appointing Homix as a consultancy firm / agent;

Other service providers which were considered by Neotel in this process;

The credentials and expertise which Homix possesses and which warranted its engagement by
Neotel in connection with the Master Services Agreement with Transnet;

* Did any member of Neotel's management or board inquire from Homix what exactly would be
done, undertaken and / or implemented by Homix in carrying out its mandate in connection with
the negotiation and/or conclusion of the Master Services Agreement?

* If so, how did Homix respond to the above inquiry and what did it communicate to Neotel that it
would do, undertake or implement in carrying out its mandate in connection with the negotiation
and/or conclusion of the Master Services Agreement?

o  Clear explanation as to the involvement of Homix in the Transnet deal and the scope of work and
performance criteria which Homix was held accountable for as it relates to this assignment;

The terms and conditions relating to Homix’s involvement in the price negotiation;
The mandate and terms of reference that Neotel provided to Homix to negotiate to:

» Clear explanation as to what Homix brought to the table in the context of the negotiation and
conclusion of the Master Services Agreement which Neotel do not hold or have access to internally:

Which individual at Homix did Neote] deal or engage with, and what was the individual expected
to do for Neotel?

¢ Did Neotel require Homix to engage with any particular individuals at Transnet, and if 50, who
were these individuals?

o Was Transnet made aware that Neotel was going to engage, or had engaged, Homix, or any other
agent, in connection with the negotiation and conclusion of the Master Services Agreement?

* Please provide information and documentation showing compliance with the levels of authority as
per the Board approvals framework and / or showing that there was authority from the Board of
Neotel to transact with Homix, eg a board resolution or minute;

Natiansi Erequtive: L1 Bam Chisf Executive AEswiegers Chief Operating Officasr € Finnock Audit

DL Kennedy Risk Advisary NB Kade!‘l'ax 'I?Pﬁ!aytmwimg ¥ Black Cllamts & ingustriés
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Page 2
Neotel Proprietary Limited
31 March 2015

* The process and result of Neotel’s own assessment of the Homix relationship as this was indicated
by the CEO on Saturday 11 April 2015, as a process followed by his team during March to ensure
that the payments to Homix are not frregular by nature,

We require the above information to assess the commerciality of the arrangement and to support the fee
paid and / or payable to Homix, as part of our general duties under auditing legislation. This is required
before we can opine to the annual financial statements.

We trust that you understand the importance of this matter and that this would receive the immediate and
urgent attention of the board and management of Neotel.

Yours faithfully

eo

AJ Hennis
Partner

Deloitte & Touche
Registered Auditors

CC: Sunil Joshi, Chief Executive Officer, Neotel
Steven Whiley, Chief Financial Officer, Neotel
Calvin Theko, Company Secretary, Neotel
N Venkatram, Deloitte Haskin & Sells, India
R Banga, Deloitte Haskin & Sells, India
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MINUTES OF EMERGENCY AUDIT COMMITTEE MEETING OF NEOTEL

Date: 21 April 2015
Time: 15:00 (Deloitte attended at 16:10})
Location of meeting: Neotel TP room

The meeting was attended by:

Name Function Lecation
Andre Dennis Lead Client Service Partner Neotel
Chetan Vaghela Engagement partner Neotel
Michelle Viljoen Engagement senior manager Neotel
Kennedy Memani Neotel non-executive director Neotel
Robert Peter Offner Neotel non-executive director Neatel
Tri Luu Pham Neotel non-executive director Neotel

MINUTES OF MEETING

¢  The AC{audit committee) Chair requested one of the auditors to lead and provide background to the
letter the committee to understand ; AD took the lead and presented the background and reascns for
the his letter;

e AD provided an cverview of the transaction, explaining that this transaction was identified during
creditors testing performed in February 2015. The unusual creditor resulted in our audit tests on the
background of this entity, request for the on boarding information and understanding the service
rendered by Homix. CV reiterated that in our audit testing it was noted that the fee payable was a
success fee on the Transnet MSA for 2% of R1.8 billion being R36 million (ex VAT). Discrepancies were
identified on the audit evidence obtained, such as inconsistent speliing of the registered address, 2
different registration company numbers being used, and upon further investigation it appears that
this entity is under deregistration
KM said the discrepancies are concerning
AD said we had meetings with the CFO on 9 April where he expressed our concern around Homix and
the transactions. We explained the discussion with the CFQ. “Steve Whiley (SW) said he did not know
Homix and did not deal with Homix directly. SW explained the impasse transaction and the
management team discussion at the time, and Sunil suggested we use Homix.” Due to the limited
information from the CFO, we requested to meet with the CEO Sunil Joshi and we went across to
meet him that afternoon. The CFO said that they have made use of Homix before and that a payment
of R30 million was made in Sep/Oct 2014 for the CCTV deal. Upon further audit investigation, it was
determined that payment was actually made in April 2014 for the Cisco Switches and Routers deal.

¢ ADindicated that we (AD & CV) met with CEQ and CFO on 11 April at 11am at Melrose Arch Hotel to
discuss the matter. CEO asked if the CFO had not explained the transaction which we indicated
positive but needed more information. CEQ explain the same events around the impasse and at the
time indicated that Francois van der Merwe (FODVM) {GM ~ Transnet account) suggested we use
Homix. S) indicated that he does not know Homix and he has not met Homix and that FDVM knows
Homix and we can meet and ask FDVM for information on Homix.

e ADrequested CV to provide input on the discussion with FDVM as CV and MV met with him and CV
met with Caivin Theko (CT}).

* CVexplained the information that FDVM provided as follows: “Homix
“FDVM answered - Homix is a Dubai based company with staff of 100 employees. They have offices in
South Africa and their offices are based in Pretoria, Silverton. His contact person at Homix is Ashok and
provided details in an email Ashok Narayan Puventhee. FDVM also indicated that he could arrange o
meeting for CV if we would like to meet him. CV indicated that there was no need to meet him.”

e CVexplained he met with CT who was not involved in the decision making of Homix. He does not
know Hamix and has not dealt with them.

» Regarding this transaction, AD therefore explained that no one in management can provide a clear
answer as to who Homix is, what is the scope of work agreed upon, who does Homix engage with at
Transnet, does Transnet know that an agency is involved, what their mandate was, what terms of or
authorlty of price negotiation they had etc. i.e. the questions raised in the letter to the board.

e  TLP asked whether we would have a different view if the amount was a fixed amount rather than a %

of the contract value. é
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¢ AID said it is not relevant because the question remains, what did the agent do for the fee and what
was the commerciality of engaging the agent — the questions in the letter would have remained the

same.

* KM said making use of agents and paying an agents fee isn’t abnormal

¢ KM asked AD why his letter is addressed to the Board

* AD said that the CEQ, CFO, Francois and Calvin could not provide appropriate, answers and or
responses to our questions and that the CEO said to him that Board approval was obtained for this
transaction and the Board approves the Transnet MSA transaction. The CEO also forwarded him an
email that the CEQ sent to the Board, however in AD’s view that email doesn’t ask for approval, it
merely mentions the transaction and doesn’t even mention the amount of money involved. ADis
concerned that this transaction wasn't approved appropriately as it might be outside of the CEQ’s
delegation of authority

* KM asked AD what exactly is AD’s opinion on delegation of authority, does he feel this was outside of
the CEQ’s powers as KM thought the threshold for transactions approved by CEQ is R50 million. AD
said his understanding is that board approval needs to be obtain for transactions greater than R10
million that weren’t budgeted within the AOP and he daesn’t think this agency fee / commission /
payment has been budgeted for in the AOP, therefore the CEQ was acting outside his powers
however the Board needs to determine this

* KM suggested that accounting for transaction might be inappropriate, as commission is based on a 5
year deal and surely the cost should be spread over 5 years

® AD responded saying that this is not a debate around the accounting treatment, we haven’t
investigated accounting treatment yet as we are still trying to understand the commercial substance
of the transaction

¢  TLP asked why AD feit comfortable with first transaction but not second. AD responded saying first
transaction (i.e. payment) occurred in April 2014, thus current financial year. The first transaction
was also not selected as part of our audit testing and we only came to find out about the engagement
with Homix during our creditors’ testing in February 2015 {therefore second transaction was included
in our audit testing) this transaction remains to be investigated but understand that management
said this was a finders fee based on a deal that was brought to them and we were still investigating
these. AD also indicated that there was an additional payment that was due of R25million which we
are unclear as to which part of the deal it relates to. CV explained the R25m and that the client cfo
indicated that it was part of the conclusion of the aperating agreement whereas the CEQ indicated it
was part of the concluding the sale of assets agreement — which agreement had taken place in Dec
2014 and which should therefore be accrued.

* AD reiterated that his concern relates to the fact that no-one can provide him with clear answers as to
what the commerecial substance of transaction is, and he has therefore requested more information
to determine whether there is a possibility that a facilitation fee has taken place

® ADreiterated this is not a debate around the accounting treatment — this is question around the
commerciality of the transaction, what did Homix do for Neotel, what skill did they bring to the
discussion table which Neotel did not have, who did they meet with at Transnet to further the cause,
what was the mandate, what were the limits they could bind the company by. The next point was
whether the CEO had the authority to contract with Homix and whether the approvais are in place for
the transaction of this nature and value.

* The AC said they will discuss this matter further without the attendance of Deloitte or managernent.

¢ Deloitte subsequently left the meeting for the Audit committee to discuss an their own.

Refer to memo on Homix — 11010.1 for the full matter and resolution thereof.
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Mr Imraan Vanker

Director: Standards

independent Regulatory Board for Auditors
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BY HAND
Telephone: 087 940 8800
Dear Sir

FIRST REPORT: REPORTABLE IRREGULARITY
Name of entity audited: Neotel Proprictary Limited
Registration number of enfity: 2004/004619/07

My firm has becn joinily cngaged by Neotel Proprictary Limited to audit the company’s annual financial
stateiments. | am the partner responsible for the above engagement.

I have reason lo believe that a reportable irregularity, as defined in the Auditing Profession Act, has taken
place in connection with the company entering imto an agreemient with an agent in pursuit of a custamer
contract. This has resulted in a success fee of R36 million paid to this agent. The commerciality of this
transaction remains unclear. Lam not able to make a legal determination in respect of (he suspected unlawinl
act or omission, but have exercised professionai judgement, based on the evidence or information which
has come to my knowledge, including undertaken further investigations of information as were considered
necessary in the circumstances and conduct of our audit,

The contenis of our investigation suggest that Section 76(3) of the Companies Act of South Africa of 2008,
as well as the common law duty of the directors of the company to act in the best interest of the company,
may have been breached, In our opinion, this constitutes an unlawful act or omission committed by any
person responsibie for the management of an entity, which is likely to cause material financial loss fo the
entity or (o aily partner, member, shareholder, creditor or investor of the entity in respect of their dealings
with the entity, is fraudulent or amounts to thefl, and represents a material breach of any fiduciary duty
owed by such person to the entity or any partner, member, sharcholder, creditor or investor of the entity
under any law applying to the entity or the conduct or management thereof’

Hational Executiver *LL Bam Cliel Exgcutive "AE $wingrers Chiek Operalling Clfeer G Finniock Audit

DL Kennady Risk Advisory *N3 Kates Tex TP Pillay Sonsuiting 7K Black Cents'b influstries
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Page 2
Independent Regulatory Board for Auditers
or ease of reference, section 76(3) refers

Subject to subsections (4) and (3), a divector of a company, when acting in that capacity, must exercise
the pesvers aid perform the funictions of divector

aj in good faith and for a proper purpose;
b) in the best interests of the company; and
) with the degree of care, skill and diligence that may reasonably be expected of u person—

carrying out the same finctions in relation o the company as those carried out by that
i divecior; and
if) having the generdal knowledge, skifl and experience of that divecior.,

As required by the Auditing Profession Act, we will be communicating these matters to the members ol the
Board of Neotel Proprictary Limited. We will report further to the Independent Regulatory Board for

Auditors by 28 May 2015,
Pleasc acknowledge receipt of this report.

Yours faithfully

Sote Koina

Andre Dennis
Registered Auditor
Deloitte & Touche

IRBA registration number: 334480
Email; adennis@deloiite.co.za
Telephone (office): 011 806 5184
Telephone (cell): 082 566 3707
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|1 JJ Related Party Policy NPOL - ’ | DMS portal |
- |

vV ABBREVIATIONS, ACRONYMS AND DEFINITIONS

ABBREVIATIONS /

B Acrowms | DESCRIPTION
{ AOP |_Annual Operating Plan R
| CAPEX | _Capital Expenditure -
| MD/CEO | Chief Executive Officer -
| CFO . |_Chief Financial Officer -
[CSMO | Chisf Sales and Marketing Officer -
| COMSEC | Company Secretary
| CSPGV | _Chief Special Projects and Growth Ventures
| CNCSO | Chief Networks and Customer Service Officer
| Cio |_Chief Operations Information Officer
| CBSE |_Chief of Business Solutions and Excellence

CCSo |_Chief Corporate Services Officer i
| GM |_General Manager
' HR | Human Resources ]
| KPI |_Key Performance Indicator |
| LFCTA |' Long Term Financing Common Terms Agreement
| OPEX | Operational Expenditure -
| RLBC Revised Lenders Base Case e

[ DEFINITIONS ! DESCRIPTION |
(_Audit committee |__The Audit Committee of the company appointed by the Board |
Board | The Board of Directors of the Company appointed in terms of the '

Shareholders Agreement from time to time

Employee or Official

and volunteers.

[or EXCO
the business operations of Neotel (or of the Neotel Group).

| Executive management | The executive management committee established to assist the
MD/CEO with the day to day execution of strategy and running of |
|

Any person working for or on behalf of Neote! including part-ime
employese, full-time employee, contractors, temporary employees

' Functional unit

f Finance, Sales & Marketing, Networks & Customer Services, |

Information Technology, Corporate Services, Secretariat/ARC, |
Human Resources, Strategy & PMO, Special Projects & Growth |

L_ R — Ventures. ]
_ Neotel or the company | Neotel (Pty) Ltd

] indebtedness the Long Term Finance Common Terms Agreement.

| Reserved matters

|

Those matters that are reserved for the decision/approval of the
Board and/or shareholders as set out in the memorandum and
articles of association, sharehoiders’ agreement, or as required by |

’ 1
| Permitted J Any financial indebtedness permitted in terms of clause 1.168 ofj

/ !

|

|

; law
I—Shareho'lders The direct and indirect shareholders of the Company that 'appoﬁt—j
! the Board e
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1. INTRODUCTION

1.1 Background

Neotel is governed by a board of directors (‘the Board’) which is vested with the power and
authority to act for and on behalf of the company. ' The constitutive documents of the
company allow for a delegation of the power and authority to act for and on behalf of the
company under certain circumstances.

Thus, at its meeting of 26 July 2011 (the 34" Board Meeting), the Board resolved to delegate
the powers and authorifies of the company with regard to day-to-day management to the
MD/CEO. The MD/CEO was authorised further to delegate his powers and authorities to
employees and officers of the company, subject to applicable terms, conditions and

limitations.

This Delegation of Authority policy defines the powers and authorities delegated by the
MD/CEQ to specified Employees and Officers of Neotel.

1.2 Scope
This Delegation of Authority records the nature and extent of the powers and autharities
delegaled by the Board to the MD/CEQ, and designated signatories of the company, who are
required to facilitate the day-to-day management of the company.

This Delegation of Authority does not prohibit or restrict an employee from signing general
day-to-day correspondence on behalf of the company provided such correspondence does
not create or otherwise make an offer to create a iegally binding commitment on behalf of

Neotel.

The approval of the Board must be obtained for all matters that are beyond the powers ard
authorities delegated herein.

2. AUTHORITY AND RESPONSIBILITY

All employees of the company are bound by this Delegation of Authority and have a
responsibility to implement and comply with it.

All employees should be aware that conduct that violates this Delegation of Authority will be
considered outside the scope of their employment. Violating this policy could significantly
damage Neotel and expose it t0 unintended legal and commercial liabilities. In addition,
individuals who violate this policy may be subjected to appropriate disciplinary action by
Neotel.

All Employess and Officials to whom the power and authorities have been delegated
pursuant to this Delegation of Authority should take necessary steps to ensure that their
respective staff members know and comply with this policy. All delegated Employees and
Officials should periodically consult with their staff members to ensure that appropriate
pracedures for implementation of the policy have been developed and are being followed.

In addition, Employees and Officials to whom powers have been delegated are responsible
for and should ensure that-
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3.1

e They understand what is being approved:

» The information and supporting documentation is accurate and complete;

» The transaction is allowable, reasonable and commercially justified:

+ The transaction Is in the ordinary course of business and within the current Annual
Operating Plan; and

o There are adequate funds to cover the expense, and the funding source is
appropriate for the expenditure.
The Authorised Signatories listed in Appendix B are the only individual authorised to sign
contracts, agreements and any other such documents, in consultation with Legal and
Contracts, which bind the Company in respect of third parties.

Notwithstanding the aforegoing, any person with the title General Manager and above shall be
entitled to sign non-disclosure or confidentiality agreements that have been duly approved by

the Legal and Confracts Department.

Before presenting any agreement, lease or contract to an Authorised Signatory for signature,
the employee requesting signature should ensure that a Contract Advice form has been duly

completed and signed by the designated signatories.

POLICY CONTENT
Overview
The powers and authotities delegated herein are to be exercised subject to the condition that:

» The Authorised Signatories shall be accountable to the MD/CEO in respect of the
exercise of the powers and authorities delegated fo them herein,

« Such powers may be given to a specific individual or the holder of a specific post or
to a committee (Refer 3.3 in respect of further delegation),

* Such powers are subject to any statutory, regulatory ot legal limitation as may be
applicable to the Company from time to time,

» Such powers are subject to any limitations, conditions, policies and /or directives that
may be developed and impiemented by the MD/CEQ, and

« Such powers may be revoked or varied by the MD/CEQ at any time

The decisions, approval of commitments and transactions outtined in this Policy must be
made by the parties that have been designated the responsibility for final approval.

Unless otherwise indicated, this Delegation of Authority is confined to be exercised only
within the limit and scope of the functional area of responsibility of the employee(s), officer(s)
and/or committee(s) to whom such Power is delegated.

Where Power is delegated to more than one person, it is on the basis of different functional
responsibility and financial Timits.

All matters that require approval of the Board or of a Board Committes must be routed
through the Company Secretary.
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3.2

This Delegation of Authority supersedes any prior delegation of authority and takes effect
immediately upon the date of approval by the MD/CEO.

Any proposal for amendments to this delegation or to the authorities must be submitted in
writing to the Company Secretary, for consideration and recommendation to the MD/CEQ

Reserved Matters

3.2.1. The following matters are specifically reserved for decision by the Shareholders in

terms of the Shareholders Agreement.

3.2.1.1 The undertaking of any material new business activity ouiside the scope of
the Revised Lenders Base Case (RLBC) of the Company and its

subsidiaries;

3.2.1.2 Materially changing the company Business and its subsidiaries outside of the
RLBC;

3.2.1.3 The appraval of any business plan subsequent to the RLBC:
3.2.1.4 Any changes to the funding obligations of the Shareholders;

3.2.1.5 The increase, alteration, subdivision, repurchase or reduction of the issued
and/or the authorised share capital of the Company including any other
securities or financial instruments that could be issued by the company

outside of the RLBC;

3.2.1.6 Materially changing any of the external funding requirements or provisions
for encumbrances as prescribed by the RLBC;

3.2.1.7 Changing the dividend policy of the Company;

3.2.1.8 Formulating or changing the foreign exchange exposure policy of the
Company

3.2.1.9 The undertaking of any act by the Company which requires a special
resolution of the Company to be passed, pursuant to the Companies Act:

3.2.1.10The taking over or acquisition of the whole or substantial part of the business
of any other personfentity or any merger or amalgamation with other
companies or with any business which is likely to result in an increase in the
funding obligations of the Shareholders;

3.2.1.11 Discontinue of any material business activities of the Company;

3.21.12 The scale or other disposal of ail or major part of the Compary’s assets
(including, but not limited to the goodwill of the Company and/or its tangible
asserts) other than the ordinary course of business;

3.2.1.13 Providing guarantess or making of any loan to any third party other than in
ordinary course of business of the company in which event unanimous

shareholder approval shall be required;
3.2.1.14 Any change to the accounting standards applied by the Company;

3.2.1.15 The listing of the Company's Shares in terms of the initial public offering;
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3.2.1.16 The incorporation or acquisition of a non-wholly owned subsidiary of the
company outside the RLBC;

3.2.1.17 The granting of any share options by the Company or the creation or
amendment of any employee share scheme with the inclusion of any profit
sharing arrangements by the Company;

3.2.1.18 Approval of the Company’s South Africanisation Policy; and for this purpose
unanimous shareholder approval shall be required;

3.2.1.19 Approval of any change in the Related Party Transaction Policy; and

3.2.1.20 Approval of related party transactions which are material in terms of Clause
13 (of the Shareholders Agreement).

3.2.2 The following matters are spacifically reserved for decision by the Board;
3221 Internal governance structures and roles and high level organisational design;
3.222 Appointment of MD/CEO and CFQ;
3.22.3 High feve! funding beyond permitted indebtedness:
3224 Approval of Annual Operating Plan;
3.2.2.5 Risk management strategy,;
3226 Strategic direction for the company, including but not fimited to investment

plan and corporate strategy;

3.2.2.7 Organisational KPI's and performance targets;

3228 Remuneration strategy;

3.2.29 Integrated reports and financial statements;

3.22.10 Appointment of auditors (Audit Commiittee);

3.2.2.11 Annual Company Performance Review and Rating;

3.2.212 Recommendations regarding matters requiring shareholder approval; and
3.22.13 Any other matter that the Board may from time to time reserve for its decision

andfor approval.

3.3. Further Delegation

3.31

A person delegated o exercise the Powers set out in this policy (“original bearer of

authority”) may in writing, permanently or temporarily sub-delegate such Powers to

his/her subordinate (“designate™, provided:

3.3.1.1  The origina! bearer of authority shall ensure that any further delegation or
sub-delegation is to a functionary with the appropriate seniority, skitl,

expertisce and knowledge to exercise such authority in an effective
marner, and shall ensure that such authorities are reviewed and

monitored on a regular basis {Refer 3.3.4);
3.3.1.2  The authority given ensures praper segregation of duties;
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3.4.

3.5.

3.3.2

3.3.3

3.34

3.31.3 The authority is given in a standardised certificate (a template of which is
attached to this document) naming and identifying the designate, signed
by the original bearer of authorily; The designated authority shall only be
exercised within the original bearer of authority’s respective area of
responsibility; and

3.3.1.4 The delegated authority may be revoked at any time by the original
bearer of authority or the MD/CEO.

Unfess otherwise specifically indicated, approval of any of the matters listed in this
Delegation of Authority may be granted by a designate. The original bearer of
authority or designate must ensure that all the necessary procedures and/or
approvals have been fulfilled prior to exercising any of the powers and authorities
delegated in terms of this Delegation of Authority.

The MD/CEO may temporarily allocate authorities at-a level lower than those
outlined in this Palicy. Such allocations should be notified to the Company
Secretariat, in writing, clearly specifying individual {by name and designation), the
power and authority being aflocated to him and the period for which it will be valid.

Unless otherwise specifically approved by the MD/CEO in'writing, the powers and
authorities to bind the company in transactions with third parties shal! not be
delegated fo employees below the ievel of General Manager.

Expenditure

3.4.1

3.4.2

3.4.3

344

Proc

Capital expenditure may only be authorised if the project or transaction in
question has been so approved in terms of the applicable Capex Approval
Process and capital funds have been allocated in the AOP of the Company.
Operational expenditure shall be incurred in the ordinary course of business in
line with the AOP of the Company. Project related operating expenditure may
only be incurred if supported by an approved business case.

MD/CEO or CFO shall inform, from time to time, all concerned as and when
there are any changes needed to be done in the approved capital expenditure

plans for whatever reasons.

MD/CEOQ, subject to limitations as determined by the Board, may approve
expenditure not provided for in the AOP only in the event of unforeseen,
unavoidable and urgent/critical requirement which cannot wait for the Board to
convene, and provided further, that the MD/CEQ and CFO tables at the next
meeting of the Board for ratification of such expenditure and the full details

thereof.

Financial transactions are subject to the limitation imposed herein and should
not, individually or cumulatively, exceed the approved budget, by an amount
greater than allowed for in this policy, unless otherwise approved in writing by
the next level of authonty in accordance with the Policy. It is not permissible to
split transaction(s) in order to lower the authority level applicable to each part
and for two or more employees to jointly authorise ‘@ transaction that is covered

by the sum of their authorities.

urement
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3.6.

3.7.

3.8.

3.9.

3.10.

All procurement transactions must follow the Company's Strategic Sourcing or
Operational Procurement Policies respectively. This excludes the procurement of
electronic communications services as defined in the Electronic Communications Act.

Disposals

All disposals must follow the appropriate Company policy and should be reported at the
next meeting of the Board for noting, regardless of value.

Provision for had debts

All provisions for bad debt must follow the appropriate Company policy signed off by the
Board and should be reported fo the Board.

Finance

Board has to approve all Borrowings, Risk Management and Investment (other than
surplus fund investment) requirements.

Foreign currency exposure

Appraval to enter into an agreement/contract or other binding docurment invoiving foreign
currency exposure (including international agreements) must be authorised by the CFO.
The duly authorised official must obtain prior written approval from the CFQ, both where

the contract will be concluded in foreign currency and especially in such cases where

there is linked currency other than South African Rand, as this might expose the
Company to an embedded derivative if not managed appropriately. In all cases, foreign
exchange cover must be taken in line with the relevant Company policy.

Contracts / Agreements

3.10.1  Any person who has been authorised to execute any legal documents including
deeds, leases, assignments, contracts, applications, and financia! instruments,
external submissions to or on behalf of the company or any other legal
documents may only do so with the prior sign off by the Legal and Contracts
Department. A stamp of approval must be affixed on all deeds, leases,
assignments, contracts and financial instruments approved by Legal and

Contracts (“Approved as to Form”).

3.10.2.  Unless otherwise indicated, the authority to execute a contract or other binding
document also implies the authority to cancel or modify it, but only with the
prior written sign off by the Legal and Contracts Department.

3.10.3  The authority to execute a coniract or other binding document carries with it
the understanding that an authorised paymant required thereby will be made
once proof of receipt or delivery has been obtained and confirmed as per the
GRN process. No person is authorised to obligate the company to an amount
greater than such payment or create more onercus obligations than those
contained in the contract or other binding document. For the avoidance of
doubt, side letters to amend or vary terms and conditions of a transaction may
only be issued if approved by the Authorised Signatory and with prior sign off
by the Legal and Contracts Department.
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3.104

3.10.5

3.106

3.10.7

3.10.8

3.10.9

Legend

The Legal and Contracts Department must ensure that as a minimum, the
following lender requirements are incorporated in all contracts/agreements and

lgases:

3.10.4.1  Limitation of Liability clause,
3.10.4.2 Cession clause, and
3.10.4.3 Insoilvency clause

Any deviations to the above-mentioned [enders’ requiremenis must be
approved by the Legal and Contracis Department with the concurrence of the
CFOQ, subject to a written motivation by the Head of the function involved.

Deviations to standard terms and conditions of agreement, leases and contract
that have a financial impact must be approved by the Legal and Contracts
Department with the concurrence of the GFO, subject to a written motivation

by the Head of the function involved.

Increases to the original scope of the kinding document must be supported by
an authorised amendment.

Unless specified otherwise in this Delegation of Authority, the power and
authority to sign an approved contract shalf vest with head of the function to

which the contract relates, subject to applicable financial limits. {Refer to
Appendix B for a list of Authorised Signatories)

The General Manager lLegal & Contracts must inform the MD/CEOQ in writing
about of any litigation, arbitration or similar proceedings where the claim is in
excess of R1 000 000 (One Million Rand) or where the claim is in respect of a
licence condition or environmental authorisation or any other claim which is
likely to have a material effect on the business and/or financial condition of the
Company. All litigation, arbitration and similar praceedings must be reported
to the Legal and Contracts Department.

Legend —’
R Recommend
A Must agree (veto right)
| Must give input (prior to decision is made)
1 D De_cideél]Approves
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TABLE OF POWERS AND AUTHORITIES
- POWER OF BOARD |SUB-COM, | MD/CEO | CFO | C-LEVEL | OTHER.
_ AUTHORITY ; ] _
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beyond permitted
indebtedness
Strategic capital A D R i
investments {Shareholde
rs)
Capital or operational D {>R40m) D'(_SR40m) D (sR20m} |D{CNCSQO: |D (Per
expenditure in line with <R10m) Appendix B)
AQP {excluding legal (CIO:
fees) <R5m)
D (CSMO:
sR2m}
D (CCSO:
<R2m),
COMSEC;
=R2m }
CBSE:
<R2m )
CSPGV,,
sR2m )
Capital or operational D (sR10m)
expenditure outside of
AQP (which cannot wait
for Board to convene)
Re-appropriation of D ! R (ali; in R {in
expenses R (in relevant relevant
relevant area) area, where
area) applicable)
Disposal of movable/ D (>*R2m) D{sRZm) |D(sR1Tm) |R(ail)
immovable assets,
{Refer: Fixed Assets
Policy / Process)
Appointment of statutory |D R (Audit Risk
auditors and their yearly and
audit fees. Complianca)
Approval of annual|D R (Audit
financial statements Committee)
Insurance placement A D | {Audit Risk
and
Compliance)
Securing of payment of A D | (Legal'and
monies owing by Neotel Contracts}
Entering into guarantees, | D (*R40m) A (sR40m} |D (<R40m) t (Legal and
suretyships and contracts)
encumbrances

Author : COMSEC
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VERSION:; 06

- POWEROF
__AUTHORITY

- CFO.

~ OTHER.

Opening, operating and
closing of  banking
accounts (including
current accounts,
treasury exchange rand
accounts, treasury
foreign currency banking
accounts)

A

Issuing of cheques,
promissory notes, bills of
exchange, other
negotiable or transferable
instruments  {including
those drawn on Neotel's
current accounts),
machine signing
(cheques, promissory
notes, bills of exchange,
stock certificates, other
financial, negotiable or
transferable instruments)

Non-networks
outsourcing

R {in
relevant
area)

A (financial
implications)

Rall; in
relevant
area)

Dunning  and Debt

Collection Policy

D

1(CSMO,
CC30)

t (Legal and
Confracts)

Strategic sourcing

strategy

R

Procurermnent policy

D

I (all)

Provision for bad debt
policy
{Refer: Financial
Management Policy and
Revenue Recognition
Policy)

i (Legal and
Contracts)

Applications to relevant
authorities for
amendment of sectoral
permiis, licences, orders
and oppose application
by others

|
{Regulatory)

Charitable Sponsorship
and donations

{Refer: Marketing and
Branding Policy)

D (<R50k)

R

International travel
beyond SADC
[(in terms of travel policy)

Author : COMSEC
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DOCUMENT NUMBER DELEGATION OF AUTHORITY VERSION: 66
~ POWEROF | BOARD |SUB-COM.| MD/CEO [ CFO [ C-LEVEL | OTHER
_AUTHORITY | | . b il
international travel within D {in B {in D (all; in

SADC refevant relevant relevant

{in terms of travel policy) area) area) area)

Local travel D D {in D {alt; in R{ali in

(in terms of travel policy) relevant relevant relevant
area) area) areas)

Overail general D (>3 years) |D (<3 years) (D (s2 | (Legai and

contractual period per years) (all) | Coniracts)

transaction  (excluding

lease agreements)

Legal fees D Do D D (sR500k)
in respect of [(COMSEC |(Legal and
long term inrespect | Contracts)
financing) of

Compliance
and
Governanc
€)

Seftlement with third C{>Rim} |D(sRim)(in [D(sRtm) R (Legal and

parties relevant (all; in Contracts)
area) relevant

area)

Pleading guilty/not guilty D{>R1m) |D(sR1m}{in|D (sRim} |R(Legal and

to any charge Neotel may A relevant (all; in Contracts)

be required to answer area) relevant
area)

Obtaining external legal D D (Legal and

opinions or giving legal Contracts)

opinions on behalf of

Neotel for  external

purposes

How to proceed where D R R R (Legal and

sxternal expert opinion Contracts)

on legal matters conflicts

with business view

Appointment of D D (Legal and

attorneys/counsel to act contracts)

on behalf of Neotei in

litigation matters

Strategy

Mission, vision and | D 1 | (all) R (Strategy)

values :

Corporate strategy ] 3] ! | (ali) R (Sirategy)

Strategic

Internal governance D R { (COMSEC)

structures and roles

MD/CEQ and CFQO 3} | {(RemCo)

appointment

High level organisational |A D (RemCo) |D I | (all) R (HR)

Author : COMSEC
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DOCUMENT NUMBER DELEGATION OF AUTHORITY VERSION: 0§
T poweoRE |[BoARD T SUB-COM [ MD/CEOF T CFO [ CLEVEL [ OTHER:
iy -___-.-'AIJTHGR!TY s 2 1 il b (71 S ey | RS R Y| R | A NS TR
design
Business unit A D (in D (all; in I (HR)
organisational design relevant relevant

area) area)
Organisational KPIs and A(RemCo) (D R (in R{all; in
performance targets Cornmittee) relevant relevant
. area) area)
Govemance and Compliance 0 I ST 5 O
Annual Board Plan A I {Audit D
Cornmittee/ (COMSEC)
RemCo)
Delegation of Authority | D (in respect D R
of MD/ICEQ) (COMSECH
{all)
Compliance Model and || | A D
Reporting (COMSEC)!
(ail)
Marketing
Target market definition A I D (CSMO) |l
[{CNCSO, [{Regulatory,
ClO), Strategy)
(CBSE)
Sales and Marketing A i D(CcsMO) |i
strategy I (CNCSO, |[(Regulatory,
(ClO) Strategy)
R(CBSE)
Brand Strategy D R {CSMQ)
R{CBSEQ)
Product portfolio strategy A | D (CBSE) |R (Business
R(CSMO) | Operations)-
{CNCS0y}, |1
(CIO) (Regulatory,
Strategy)
Product pricing (pricing A D(CBSE) |I
framework) R(CSMQO) [(Regutatory,
I (CNCSO), |Strategy)
ClO)
Discount / rebate matrix A D (CBSE) (I (Strategy)
R(CSMO)
D (CSMOQ)
1 {CNCSO),
Pricing exceptions D {where A D (CBSEQ)
decision R(C8SMQ)
outside of FH{CNCSO)
C3MO
appraval
fimit)

Author : COMSEC
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DOCUMENT NUMBER DELEGATION OF AUTHORITY VERSION; 66

- POWER OF 'SUB-COM. CFO | C-LEVEL | OTHER.

AUTHORITY =t £ B R |
Product Deveiopment |
New product f D{CSMO), [R(Business
conceptualisation and (CBSE) Operations)
feasibility [(CNCSO, |i

ClO) (Regutatory,
Strategy)
New product IT systems D (CIO) | (Business
Igadiness A (CBSE) Operations)
New product revenue HC5MO) | Revenue
assurance 1 {CBSE) Assurance
(RA)
New product service D {CNCSO},
delivery readiness (CBSE)
New product launch A D (CSMOy; i
{CBSE) {Regulatory)
A (CNCSO,

. CCSO,(CI0) || (RA)
Product lifecycle ] R (CSMO), |R (Business
management A (financial | D( CBSE) Operation)
(adjustments to existing implications) [1 (CNCSO, |4
products) ClO) (Regulatory)
Product discontinuation A D (CcsMO), |i

{CBSE) (Regulatory)
A(CIO,
CNCSO} 1 (RA)
Sales
Credit Vetting Policy D {provided |R (CSMO)
due process | D(CBSE)
and
governance
requirement
s followed)
Sales strategy { D(CSMO) |1
{operations and I {CNCSQ, (Regulatory,
organisation) CCs0), HR)
(CBSE)
Bespoke solution pricing A D(CsMQ) |1
{within overall H{CNCSO, {Regulatory)
framework) CCs0)
Commission strategy for D D(CBSE)
Channel R{CSMO)
1 {(CCS0)
Sales incentive strategy f R {CSMOQ) A{HR)
1{CCS0)
A(CBSE)

Customer Service

—

Uncontrolled Copy
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DOCUMENT NUMBER DELEGATION OF AUTHORITY VERSION: 06
- AUTHORITY ALY - = U | STy i
Refund D D (CSMO) [I(RA)
(Refer: Credit Note L {CIO) '
Policy}
Customer care strategy A D (CNCSO) |D (CNSCOQ) |I{Legal and
| {All) H{CIO, contracts,
CSMQ), Regulatory)
(CBSE)
Operations
Network strategy A ] D (CNCSO) ||
1 (CSMO, (Regulatory,
CCs0, Strategy)
(C10), '
(CBSE)
Networks Technology A | D (CNCSQ, |1
strategy (ClO), (Regulatory,
(CBSE); in | Strategy)
relevant
area)
I {CSMO,
CCS0)
Spectrum strategy R | 1 {CSMO, R
CNCS0), (Ragulatory,
{CBSE) Strategy)
IT strategy A I D(CIO)
1{CNCSOQ,
CSMO,
CCsQ)
{CBSE)
Procurement  logistics, D R (CNCSO)
warehousing and | (CSMQ),
stocking policy {ClQ),
(CBSE)
Regulatory
Applications to relevant D I{CBSE) R
authorities for (Regulatory)
amendment of sectoral
permits, licences, orders
and oppose application
by others
Numbering and spectrum A D(CCsQ) |D
operationa! requirements {Regulatory)
Annual tariff and A I D{CCSO) |D -
compliance  filing with (Regulatory)
regulator(s)
Human Resources
Remuneration strategy A(HRR D | I {all) R (HR}
(fixed and variable) Commitiee)

Author : COMSEC
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DOCUMENT NUMBER DELEGATION OF AUTHORITY VERSION: 66
- POWER OF BOARD [SUB-COM.| MD/ICEO | CFO | CLEVEL | OTHER.
~ AUTHORITY Ty ! = | oEas
Performance A ! 1 (i) R(HR)
management sirategy
Recruitment strategy A ! I (all) D (HR)
Training and A l i (ali) D (HR)
developrhent strategy
Disciplinary action / D {Direct D {in D (all; in R (HR)
termination _ Reports) relevant relevant [ (Legal and
(Refer: Disciplinary and area) area) contracts)
Grievance Policy)
Mandates to negotiate D R (HR)
with Trade Unions in
respect of employees’
affairs
Staff Management Policy A (in terms D (HR)
of financial i (Legal and
‘ implications) contracts)

4. REVIEW PROCESS

This policy will be formally reviewed by the Company Secretary, in line with good practics.
Ad hoc reviews of this policy may be made, where company circumstances require it.

5. DOCUMENT AUTHORISATION //‘} \ & 1
I
Approved By (Sign) L/l_kk}u\)\»p‘k—-“”
Name 7 “suniLsosHl
Capacity MANAGING DIRECTOR AND CHIEF EXECUTIVE OFFICER
Date Approved 4:/,92/ g

END OF DOCUMENT
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DOCUMENT NUMBER DELEGATION OF AUTHORITY VERSION: 06

APPENDIX 1
DELEGATION OF AUTHORITY

[FUNCTION]

fn terms of the powers, duties and authorities delegated to me by the Board of Directors
of Neotel Proprietary Limited (‘the' Board’), approved by the Board on 26 July 2011 (as
revised) and pursuant to the powers and authorities delegated to me by the MD/CEO, |,

[NAME OF ORIGINAL HOLDER OF AUTHORITY]

in my capacity as [Designation of Original Holder of Authority] do hersby delegate to
[Name] in her capacity as [Designation] the power and authority to approve and
authorise transactions and payments in respect thereof not exceeding R [amount]
(amount in words) excluding VAT, as per the attached delegation certificate.

[Name] shall exercise these powers and authorities in her capacity as [Designation] from
the date of acceptance of this delegation until ceasing to hold the position of
[Designation], whether on a permanent or temporary basis.

This delegation excludes the power and authority to sub delegate any of the powers,
authorities and duties delegated herein, and unless otherwise indicated, in confined to be
exercised only within the limit and scope of the functional area of responsibility.

fName] shall be accountable for the procurement decision and shall further ensure that:

1. All procurement and or, transaction, is aligned to the Annual Operating Plan,
Strategy and approved Business Plan of the company as may be revised from time

to time,
2. All procurement and or, transactions is supported by both sound technical and

commercial motivations and that it is property approved, and
3. There is a fair and equitable distribution of business to vendors in line with the

company's procurement policy.

Uncontrolled Copy
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Transactions and expenditure authorised in the exercise of the powers and authorities
delegated in terms of hereof are subject to the limitation imposed herein and should no,
individually or cumulatively, exceed the approved budget unless otherwise approved in
writing by the next level of authority.

This delegation of authority may also be supplemented, amended or revoked at any time
in writing by the Managing Director and CEO, and shall at time be subject to the
Memorandum and Articles of Association, board delegation, company policies and

directives, as amended from time to time.

This Delegation of Authority supersedes any prior Delegation of Authority in this regard.
In the event that any matter is not sufficiently clear, the necessary clarity should be

sought from the Company Secretary.

iMANAGER] DATE
[DESIGNATION]
ACCEPTED:

[NAME}

IDESIGNATION]
DATE:

Attached hereto: 1} Tabie Of powers and authorities
2} Delegation of Authorily Document

Uncontrolled Copy
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DELEGATION OF AUTHORITY w
f B [
| Ross James . _Senior Manager: Business Procass Manager " I-"_-ff"
Name Designation

Hereby delegate authority to the individual as depicted below:

Name:_ Rodney Kandier Employee Number:__ 0716

Designation: _Specialist - Business Process Management

Department: CEQ Office

Type of Delegation: Financial Delegation

Legal Delagation

Marketing Delegation

Product Development Delegation
Sales Delegation

Customer Service Delegation
Operations Delegation
Regulatory Delegation

Human Resource Delegation

000000000

Fuil Delegation
Other, please specify:

Value (R m):

Period (contract period -6/ 12 /18 / 24 months):

Date from: 2011/04/04 to: 2011/06/30

Approvals:

Delegating Officer

Ross James 2011/04/04

Name Signature Date
Accepting Officer:

Rodney Kandier 2011/04/04

Name Signature Date

Uncontrolled Copy
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DOCUMENT NUMBER DE{EGATION OF AUTHORITY VERSION: 0:6
APPENDIX B
AUTHORISED SIGNATORIES FOR CONTRACTS**
DOA APPENDIX B
AUTHORISED SIGNATORIES AS AT 2015
TITLE | FINANCIAL LIMIT APPLICABILITY
MD/CEQ Up to and including R40m or as Company wide
specifically delegated by the Board
CFO Up to and including R20m or as Company wide
specifically delegated by the Subject to prior written delegation by
MD/CEQ MD/CEC
CNCSO Up to and including R10m Networks and Customer Services
COMSEC * Up to and including R2m * Company Wide in respect of
governance
* As specifically delegated by
MD/CEO per transaction e Subject to prior written
e As specifically delegated by delegation by MD/CEQ
Board per transaction
* Subject to prior delegation by the
Board
ClO Up to and including R5m information Technology
CCsO Up te and including R2m Corporate Services
CSPGV Up to and including R2m Special Projects & Growth Ventures
CSMO Up to and including R2m Sales and Marketing
CBSE Up and including R2m Business Solutions
Approve and submit bids and
tenders
GM: HR Up to and including R1m Human Resources
Head of Up to and Including Strategy
Strategy R250k
Head of Up to and inciuding Marketing
Marketing R250k '
GM: Financial |e Up to and including Rim in Company wide
Reporting respect of rates contracts '

e R250 000 for Opex

* Up to and including R5m in
respect of Capex Approval,
supported by Capex Committee

Author : COMSEC
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VERSION: (06
GM: Legal and |« As per table of powers Companywide in respect of
Contracts.
GM: Strategic Up to and including R1m Company wide
Sourcing
| GM... (level 2) Up to and including R250 000.00 In specific area

** After following applicable procurement/sourcing process
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Neotel

Inspiring Possibilitizs

May 20, 2015
Private & Confidential
Deloitte & Touche
Registered Auditors
Johannesburg
Attention: Mr A J Dennis, Partner
Dear Sirs
Reportable Irregularity in terms of the Auditing Professions Act
1 We refer to your letter dated 28 Aprit which enclosed a copy of your letter to the Independent
Regulatory Board for Auditors (IRBA) of the same date.
2 Your letter to IRBA identifies your reason to believe that a reportable irregularity has taken place in

connection with an agreement between the company and an agent in pursuit of a customer contract.
The agreement has resulted in a success fee of R36m paid to the agent and the commerciality of the

transaction remained unclear to you.

3 You record having undertaken further investigations and advise IRBA that the content of your
investigation suggested that Section 76(3) of the Companies Act 2008 as well as the comman law
duty of directors of the company to act in the best interests of the company, may have been
breached. You then recite the wording of the definition of @ reportable irregularity in its entirety
without indicating which component of the definition you consider to be appropriate.

4 You initially indicated by way of your letter dated 6 May that you required a response from the Board
by the 12" May. You acknowiedged that you were aware that an independent investigation had been
commissioned by the Board into the matters raised in your letter. On 14 May the Chairman wrote to
you indicating that the Board is conscious of your reporting obligations but that you would have been
aware from your own interaction with those conducting the investigation that it was a comprehensive
exercise which was still in progress. The Board requested those undertaking the investigation to
place it in a position to respond to you by no later than close of business on 20 May.

5 We regret that the investigation has not been completed. In particular those conducting the
investigation have been unable to confirm the full extent of the interactions between Homix (Pty) Lid
and employees of Transnet in pursuit of their mandate to intervene urgently to achieve the resolution
of the acknowledged impasse which had developed between the negotiating teams of Neotel and
Transnet by 11 December 2014,

6 In an effort to clarify this position the company requested Transnet to make members of its
negotiating team available for interview in order to determine the interactions between the
intermediary and Transnet. On 19 May Transnet confirmed that it was comfortable and confident of
the veracity of its procurement process and that there would have been no breach of such process in
the award of the contract to Neotel. This was because the process had been subject to review by
both internal and external audit processes. Neotel was invited to present any concrete evidence

Neote! (Pty) Ld
Reg No. 2004/004619/07

44 Old Pretoria Main Road, Helfway House, Midrand, 1685, Gauteng, South Africa
Telephone number +27 {011 585 000D | Facsimile number +27 (G)11 585 0004
DRECTORS N Srinath* (Non-Executive Chaimen), § Jashi**** (Managing Director & Chief Exacutive Officar). R Dhawan®, VA Kumar®, K Mermani,

R Offner**, T Pham ", 5G Ranade*

ALTERNATE DIRECTOR: §8 Nisaluba

(*Indian, *"Namib'an, *“Amarican, **"New Zealander}
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against any Transnet executive having committed any wrongdoing in which event Transnet would
conduct its own internat investigation, the result of which would determine whether Neotel's request
to interview witnesses would be agreed to. Significantly the ietter concluded:

“In order to assist you in your current investigation, we can confirm that it is normal practice
for Transnet to engage business Consultanis or advisors to navigate complex financial,
technical and commercial aspects of transactions. In this regard, we can confirm that
Transnet had employed the services of such advisors and were aware of Homix similar role
on behalf of Neotel.

Please be guided accordingly.”

The Board presently has no evidence of wrongdoing by any Transnet executive which could be
raised with Transnet in response to their invitation.

7 The investigation to date does not confirm your suggestion of a breach by any direcior of the
company of Section 78(3) of the Companies Act 2008 or of the common law and which could bs
suggested to have the consequences identified in your letter.

3 The company will pursue its investigation fo its conclusion. In particuiar it will canvass with Transnet
whether the company’s fee arrangement with Homix is regarded by Transnet as materially in conflict
with the terms of the agreement between the two entities. We will advise you of the outcome of our
ohgoing investigation,

9 The Board has identified certain internal control issues arising out of this matter and will be taking
steps to address these.

Yours faithfully

La
o

N Srinath
Non Executive Chairman

Neotel {Pty) Ltd
Reg No. 2004/004619/07

44 Od Pretoria Main Road, Halfway House, Midrand, 1685, Gauteng, South Africa
Tefapnona numbaer +27 {0)11 585 0000 | Facsimile number +27 {011 585 0001
DIRECTORS: N Srinath* (Non-Executive Chairmany), § Joshi™ {Managing Director & Chief Executive Officer}, R Dhawan®, VA Kurnar®, K Memani,

R Offner™, T Pham . §G Ranade*
ALTERNATE DIRECTOR: §S Nisaluba

{*Indian, **Namibian, ™"American, ***New Zealander)

Page 2 of 2

&







CV 07

D e o l tte Privzle Bag X6 Deloilie 6 Touche

Galle Manor 2052 Registered Auditors

South Africa Audit - Joharneshurg
Buildings 1 and 2
Dreloitie Place
The Woodiangs
Waoodlands Drive
Woedrnead Sahdton
Docex 1 johannesbirg

Tel: +27 (011 898 500
Fax; +27 ()11 806 5111
v, defoitie.cony

22 May 2015

The Directors

Neotel Proprietary Limited
NeoVate Park

44 Old Pretoria Road
Midrand

2191

Attention: The Chairman

Dear Sirs

1 Thank you for your lefter of 20 May 2015.

2 As we have previously indicated to Neotel, the specific reportable irregularity which concerns us here

{at this stage) is that -

2.1

2.2

2.3

24

the Chief Executive Officer ("CEO") of Neote! did not have the requisite authority to conclude the
mandate with Homix (which resulted in a payment by Neotel of over R36 million) ("Mandate”);

in terms of Neotel's delegation of authority framework / matrix, such a transaction required Neotel
hoard approval,

accordingly, by exceeding his authorily the CEO breached his fiduciary duty to act within his
authorily, which breach is unfawful in terms of both the common law and section 76 of the
Companies Act. It is also a material breach;

to date, we have not been provided with a resolution, minute or other satisfactory documentation
evidencing that the Neotel board either approved or ratified the terms, conditions and cost of the
Mandale. Given the very substantial payment made under the Mandate, it is difficult to believe
that the tabling and approval thereof would not have been recorded / minuted in writing; and

given that we have not to date been provided with satisfactory evidence, the reportable irregularity
has not heen resolved and is presently continuing.

3 In light of the above, if we do not by 28 May 20156 receive satisfactory evidence of the approval of
the Mandale, we will be abliged to report the issue as an ongoing reportable irregularity to IRBA

under section 45 of the Auditing Profession Act.

4 With regard to our concerns and questions around the commerciality of the Mandate:

4.1

In our letter to you of 17 April 2015, we posed a number of questions to Neotel in connection with
the context and conclusion of the Mandate.

Reliondl Executive: *LL Bam Chief Exscutive *AE Swingers Chiel Opwaating Officer *GRA Pinnodk Audil

Bt Kennedy Risk Advisory N8 Kader Tax TP Pilay Consulting K Black Clients & industrias

I, Markorco Taleot B Teansfoniration *Mi farvis Finenico "M Jortian Stzstegy § Gwitta Managed Serdces
*T} Brown Chainman of the Board *M) Comber Depry Theliman of the Board

A Tttt of paniners & directons 5 avaiabio on requist * Fartner and Regisiered Auditor

BBBEE rating: Level 2 contribtitor in terms of the Chartered Accauntanty Profession Sector Cotle
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4.2 itis very important that we receive responses thereto as soon as possible, as the responses will
assist us in (a) determining whether we should have reason to believe that any other reportable
Irregularily has ocourred and is continuing, and (b) assessing Neotel's position in respect of its
material contracts.

4.3 More specifically with regard to (b) above, if our questions and concerns around the commerciality
and legitimacy of the Mandate are not satisfactorily answered, this malerially affects our view with
regard to the validity and enforceability of the contract with Transnet as well as Neotel's position
under its long-term financing agreements (given that, amongst other things, certain rights of
acceleration are tiiggered in favour of the lenders under those financing agreements if there has
been any "sanctionable practice” as contempiated therein).

4.4 Thus it must be appreciated that this uncertainty around the Mandate has a pervasive effect on
Neotel's material contracts and, as a result, on its financial position.

4.5 if such uncertainty is not satisfactorily addressed and removed, our audit of Neotel's most recent

annual financial statements would necessarily have to contain a qualification, most likely in the
form of a disclaimer.

5 We appreciate that, as stated in your letter, the investigation / inquiry into the Transnet side of the
transaction, and Transnet's interactions with Homix, is still underway and has yet to provide definitive
answers. However, with respect we believe that many of the questions posed in our letter of 17 April
2015 should be readily answerable by Neote! without any need for that inquiry to be compieted. For

example (but without limitation) ~

5.1 The selection criteria and reasons for appointing Homix as a consuitancy firm / agent;
5.2 Other service providers which were considered by Neotel in this process;
5.3 The credentials and expertise which Homix possesses and which warranted its engagement by

Neotel in connection with the Master Services Agreement with Transnet:;

5.4 Did any member of Neotel's management or board at any stage inquire from Homix what exactly
would be done, undertaken and / or implemented by Homix in carrying ol its mandate in
connection with the negatiation andior conclusion of the Master Services Agreement?

5.5 If s0, how did Homix respond to the above inguiry and what did it communicate to Neotel that it
would do, undertake or implement in carrying out its mandate in connection with the negotiation
and/or conclusion of the Master Sarvices Agreement?

6 Itis thus clear that our letter of 17 April 2015, and our concerns which lea up io the issuing of that
letter, are mainly in relation to Neotel, and Neotel's engagement with Homix, and less so with the
Transnet side of it (although that aspect is very importan, too).

7 Thus we fail to see why Neolel has to dale nol been forthcoming with answers to the Jarge majority
of the questions.

8 We trust that the above clarifies the matter and our specific concerns at this stage.

Yours faithfully

r?
AT Dennis
Partner

Deloitte & Touche
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May 26, 2015

Private & Confidential

Deloitte & Touche
Registered Auditors
Johannesburg

Attention: Mr A J Dennis, Partner

Dear Sirs

1

2

3.1

3.2

3.3

3.4

3.5

Thank you for your letter of 22 May,

In paragraph 2 of your letter you ciarify the specific reportabie irregularity which concerns you as
being that the Chief Executive Officer ("CEQ") of Neote! did not have the requisite authority to
conciude the mandate with Homix which resulted in a payment by Neotel of over R36m. You state
that, in terms of Neotel's delegation of authority framework/matrix, such transaction reguired Negte!
Board approval.

The Board respectfully disagrees with your conclusion that the CEQ did not have the requisite
authority to conclude the agreement with Homix. H points out that:

On 26 July 2011 the Board deliberated upon the question of delegation of authority in response to a
proposal put forward to it for the amendment of the existing delegation of authority of Neotel, The
decision of the Board is reflected in paragraph 10.2 of the minutes of that meeting as follows:

“After deliberating on the matter, it was proposed that the Board should rather delegate the
powers and authorities in respect of the day-to-day management of the company to the
Managing Director and Chief Executive Officer, with the power to further delegate based on
business requirements. This was supported.”

The Board further resolved that:

‘It was agreed that all directors would provide comments to Mr Theko on the proposed
document, following which a fresh document would be prepared and approved by the CEO.
This document would then be presented to the Audit Committee and the Board for noting.”

In discharge of his authority the CEQ has approved the Neotel Delegation of Authority Policy
Document (“the Policy Document”).

The introduction to the Policy Document records the above history and states that:

“This Delegation of Authority Policy defines the powers and authorities delegated by the
MD/CEOQ to specified employees and officers of Nectel.”

in the overview of the policy content it is recorded in paragraph 3.1 that the powers and authorities
delegated in terms of the document are exercised subject to the condition, inter alia, that:

Neatel {Pty} 1td
Reg No. 2004/004619/07
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* "Such powers are subject to any limitations, conditions, policies and/for directives that may be
deveioped and implemented by the MD/CEO, and

e Such powers may be revoked or varied by the MD/CEO at any time.”

On 24 October 2014 the Board passed the resolution authorising the company to enter into a Master
Services Agreement with Transnet SOC Limited upon the terms set out in paragraph 8.6.5 of the
Board minute. The authority concluded with the following statement:

“That Mr Sunil Joshi, in his capacity as Managing Director/CEQ, (be) and is hereby
authorised with the power of substitution to take all steps necessary to give effect to the
above resolutions, including the authority to sign all documents and contracts for and on
behalf of the company.”

On 30 November 2014 the CEO provided an update to the Board in respect of the negotiations with
Transnet which included details of the improved terms which were under negotiation.

On 16 December 2014 the CEO reported to the Board on the successful conclusion of the
negotiations with Transnet and recorded that:

“We have concluded the negotiations with Transnet and await an update from Transnet on
next steps or signature.”

In his descriptive report of the negotiation process the CEQ reported that:

“Over the past weeks, the negotiations had reached an impasse on some key issues such as
the Guarantee and deployment of Gold sites, Change of Coniro! and the Condition
Precedent for the Guarantee amongst some other open issues and had reached an impasse,
This resulted in an increase in costs due to the Gold sites, increased SLAs as weli as the
engagement of the Consuitant (Homix) to assist us with the negotiations and the closure of
the contract. We were alsc made aware that Transnet may also have been negotiating with
a Competitor in order to reduce their risks should the negotiations with Neotel fail or not
conciude and understand that a parallel offer was made by them to Transnet as an
alternative to Neotel. This was considered as a threat.”

Having regard fo the general authority delegated by way of the Board's resolution of 26 July 2011
and the specific authority set out in terms of the Board’s resolution of October 2014 the Board
accepted and accepts that the CEO was autharised to enter into the consultancy agreement in the
circumstances prevailing in December 2014 and accordingly does not agree with your conclusion
that the CEO acted in breach of fiduciary breach by acting outside of the standard terms of the
delegation of autherity which he was authorised to vary in his discretion.

It is my understanding that the resolutions, documents and email communications referred to_above
are all in your possession. Should that not be the case please advise me and | will forward the

copies to you.
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4 The acceptance of the CEO'’s authority to enter into the contract does not detract from the Board's
investigation of the circumstances surrounding the performance of services by Homix, the conduct of
parties connected to the negotiation of such contract and the compliance with the companies’
procurement policies. These are ongoing and the Board will take any appropriate action in the event
that this is required .Decisions in regard to the matter will be conveyed to you at the earliest

opportunity.

5 We confirm the discussions on 25 May in which we agreed to provide you with the company’s
detailed response to the issues set out in paragraphs 4 to 6 of your letter without delay and as soon
as our investigation of the matter permits.

Yours faithfuily
u
o

N Srinath
Non Executive Chairman

Neatel {Pty) Ltd
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7 May 015 Woodlands Drive
. Woodmead Sandton
The Directors Dacex 10 Johannesburg
Neotel Proprietary Limited Tel: 427 (0)11 806 5000
NeoVate Park Fax: «27 (0)11 806 5111
44 Old Pretoria Road SR
Midrand
2191
Aftention: The Chairman
Dear Sirs

31

3.2

3.3

4.1

4.2

421

422

We refer to your letter of 26 May 2015.

It is appropriate to address the specific paragraphs of your letter which deal with your contentions as
to why, in your view, the CEO of Neotel had the requisite authority to conclude the mandate /
consuitancy agreement with Homix ("Mandate").

Ad paragraph 3.1

We are not at all convinced that the conclusion of the Mandate was within the "day-fo-day
management"' of Neotel.

The phrase “day-to-day" implies regular, daily operations of a company's business. Even if the
conclusion of a particutar agreement may not be unusual for a company's business, that by no
means implies that it is necessarily part of the "day-to-day management”.

It appears that Neote! itself felt the need to obtain board approval for the Master Sarvices
Agreement with Transnet ("Transnet Agreement”). If the Transnet Agreement was within the
"day-to-day” management of Neotel, we imagine that it would have been signed by the CEQ
without board approval. It is not then clear why the Mandate would fali within the "day-to-gay”
management of Neotel, but the Transnet Agreement not.

Ad paragraph 3.1 t0 3.5

We note the powers of the CEQ in respect of the "revocation or variation” of the Neotel Delegation
of Authority Policy Document ("Policy Document"} {contained paragraph 3.1 thereof),

The copy of the Policy Document provided to us does not empower the CEO to conclude the
Mandate, in that —

expenditure outside of the annual operating plan ("AOP™) and which cannot wait for board
approval can be approved by the CEQ only up to R 10 million; and

expenditure "in line" with the AOP which exceeds R40 million, requires board approval. Thus
even if it is argued that the Mandate is in line with the AOP (which is so unlikely that it should
probably be discarded as a reasonably possibility), that amount was in any event exceeded
by the CEO by some R21 million;
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4.3 We have not seen the document or communication whereby the CEO has in fact varied any of
the powers in the Policy Document, such that the conclusion of the Mandate would fall within his
authority. As the Policy Document is presumably published / circulated within Neotel, there must
be a similar publication or circulation which sets out any amendments / variations thereto.

4.4 In any event, the existence or otherwise of any stich amendment is irrelevant in this context:
4.4.1 The Policy Document envisages / refers {o two "sets" of delegation:
4411 A delegation by the board to the CEO (first paragraph under 1.2 of the Pelicy Document).

The Policy Document simply “records" the "nature and extent” of the powers delegated to
the CEQ. Those powers were delegated in terms of a prior board resolution; and

4.4.1.2 A delegation by the CEO to employees and officers within Neotel {third paragraph under
1.1 of the Policy Document). The Policy Document is in fact the operative delegation
document in this respect; ie it is the document whereby and in terms of which the CEO

{sub-}delegates his powers.

442 The power of variation and/or revocation by the CEQ is in respect of “the powers and
authorities delegated hersin [ie in terms of the Policy Document itself]" (first sentence under
3.1 of the Policy Document). The CEQ can only {sub-)delegate such powers as were
delegated {o him in the first place by the board, namely the power of "day-to-day” management
of the company (and we address that aspect above). The CEQ cannot tusurp for himself
greater powers as were delegated to him by the board in the first place.

443 Where a matter has, as recorded in the Policy Document, been reserved for board approval,
that means that the CEO has not been delegated those powers in the first place, and the CEO
cannot "vary"” it sa that that power suddenly falls within his own domain, otherwise the Policy
Document wouid be entirely superfiuous as the CEQ couild then simply in his discretion, and
at any time, remove the board entirely from any decision-making processes.

444 The above is buttressed by the foliowing provisions in the Palicy Document:

4.44.1 That the approval of the board must be obtained for alt matters that are beyond the powers
and authorities delegated in the Policy Document (third paragraph under 1.2 of the Policy

Document); and

4442 That the CEQ may, subject to such fimitations as imposed by the board, authorise urgent/
critical expenditure which is not foreseen in the AOP, but then this must be tabled before
the board for ratification after disclosure of the full details of that expenditure (3.4.3 of the
Policy Docurent). The Policy Document as it stands clearly imposes a limit of R 10 million

in this regard.

4.5 Therefore, we are not satisfied that the Policy Document, even if it was {(purportedly} varied at
any stage by the CEO, gives, or could give, the CEQ the power to conclude the Mandate.

5 Ad paragraph 3.6

5.1 The authority given in terms of the said board resolution (which is of 28 October 2014 and not 24
October 2014 as stated in your letter) to the CEO to “sign all documents and agreements” is
obviously given with reference to the transactions and agreements that are referred to in the

resolution itself.

52 it would certainly include agreements, schedules, ietters and other documents that are ancillary
or incidental to the Transnet Agreement.
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5.3

5.4

5.5

56

7.2

7.2.1

7.2.2

8.1

B2

However the Mandate is clearly a stand-alone, significant contract in its own right with a third
party, involving a very substantial payment obligation to that third party of R 61 million (R36 million
of which has been paid and R 25 million of which remains payable as at the date of this letter).

Nowhere in the board resclution is the Mandate referred to.

Further, the board resolution in question deals with its subject matter in rather specific detail, with
specific items and amounts in connection with Transnet Agreement being mentioned and
approved (eg the conditions that "Revenue of R900 million or more is reached over 3 years;
Capex spend dogs not exceed R140 million over 3 years, of which R120 million will be spent in
year 1, There will be a mobilization fee of R50 million for year 1"). This level of detail is entirely
inconsistent with a notion that the board granted the CEO a wide and general power to conclude
"all and any” agreements; on the contrary, it suggests that the resolution would have specificaily
minuted and approved the Mandats if that was indeed the board's intention.

Therefore, in our view the board resolution quite simply cannot be interpreted as authorising the
Mandate, even implicitly or indirectly.

Ad paragraphs 3.7 and 3.8

itis not stated in these paragraphs that the Mandate, or at least its general terms and conditions
(including, importantly, the consideration payable thereunder) was mentioned by the CEO to the

board.

Ad paragraph 3.8

For the reasons more fully set out above, we are remain entirely unsatisfied that the CEQ had the
requisite authority io conclude the Mandate without board approval,

There is reference in this paragraph to the notion that the board "accepted and accepis" that the
CEQ had the requisite authority to conclude the Mandate on behalf of Neotel:

If this "acceptance” is based on your interpretation of the board resclutions and the Paolicy
Document referred to earlier in your letter, then for the reasons as set out above we do not

agree.

If there has been some subsequent "acceptance” by the board through ratification or
confirmation, then we would need documentary evidence substantiating the same.

In light of the above —

in our view your letter of 26 May 2015 does not satisfactorily address our cencerns with regard to
the specific reportable irregularity which we have reason to believe has occurred and is
continuing, namely that the CEO of Neotel exceeded his authority in concluding the Mandate; and

we remain of the firm view that the only manner in which the said reportable irregularity can be
said to have ceased is if we are presented with evidence that the Neote| board approved the

Mandate.

We confirm close of business an 28 May 2015 as being the date and time on which we are, in terms
of section 45 of the Auditing Professions Act, required to receive satisfactory evidence that the
reportable irregularity has been resolved, failing which we are obliged to report to IRBA that the
reporiable irregularity is continuing. As detailed above, we are not yet convinced that the reportable
irregularity has been resolved to our satisfaction, and unless convinced otherwise, we will report to
IRBA that the reportable irregularity is continuing.



CV-085

Neotel Proprietary Limited
31 March 2015

10 We further note your undertaking to provide responses to paragraphs 4 to 6 of our letter of 22 May
2015 (which letter reiterates our request for answers to all of our questions set out in our letter of 17
April 2015), and re-emphasise that we require satisfactory answers and explanations with regard to
the commercial substance of the Mandate for the purposes as set out therein (namely for us to be
better placed in determining whether there is a reason to believe that some other reportable
irregularity has occurred and is continuing, as well as assessing Neotel's position in respect of its
material contracts).

1 We trust the above clarifies our views in this regard.

Yours faithfully

AJ Dennis
Partner

Deloitte & Touche
Registered Auditors
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Greenstone Hill Office Park
Emerald Boulevard
Modderfontein
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BY HAND
Telephone: 087 940 8800
Dear Sir

SECOND REPORT: REPORTABLE IRREGULARITY
Name of entity audited: Neotel Proprictary Limited
Registration number of entity: 2004/004619/07

Further to my repott dated 28 April 2015, 1 enclose the following documents:

o A copy of the written notice which was sent together with the abovementioned report to the board
of directors of Neotel (Pty) Ltd within three days of my having sent the first repoit to you;
A copy of the written responses received from the board of directors; and
A copy of my subsequent replies to the respoases from the board of directors.

1 have discussed the report with the members of management and the board of directors of Neotel and have
afforded them an opportunity to make representations in respect of the report. 1have also undertaken such
further investigations as 1 considered necessary.

The Board has initiated an independent professional investigation of the matter of the commercial substance
of the transaction by engaging Werksmans Attorneys on 30 April 2015. We requested the Board to provide
us with a response by 6 May 2015 and to provide us with sufficient time to respond to the outcome of the
findings, before reporting back to IRBA by 28 May 2015. The Board requested an extension to respond to
us by 12 May 2015 and subsequently informed us that they will report to us on 20 May 2015. This report
indicated that the investigation is ongoing.
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As reported in my first report dated 28 April 2015, | have reason to believe that a reportable irregularity, as
defined in the Auditing Profession Act 26 of 2005, has taken place in connection with the company entering
info agreements with an agent / consultant in pursuit of a customer contract. This has resulted in a success
fee of R36 million paid to this agent and a further fee of R25 million being accrued. As referred to above,
the commerciality of this transaction remains unclear to us. The specific reportable irregularity which we
have reason to believe has occurred at this stage, and which is continuing, is that the conclusion of this
agreement with the agent was not duly aunthorised in terms of the delegation of authority and was not

subsequently ratified by the Board.

I am not able to make a legal determination in respect of the suspected unlawful act or omission, but have
exercised professional judgement, based on the evidence or information which has come to my knowledge,
including the undertaking of further investigations of information and seeking legal advice, as were
considered necessary in the circumstances and conduct of our audit.

The contents of our investigation suggest that Section 76(3) of the Companies Act 71 of 2008, as well as
the common law duty of a director of a company to act within the scope of his authority (which is a
component of a director's duty to act with a proper purpose and in the best interests of the company), may
have been breached. In our opinion, this constitutes an unlawful act or omission committed by any person
responsible for the management of an entity which represents a material breach of any fiduciary duty
owed by such persen to the entity or any pariner, member, shareholder, ereditor o1 investor of the

entity under any law applying to the entity or the corduct or management thereof. Ii is also likely to

cause material financial loss to the entity or to any partner, member, shareholder, creditor or investor of the
entity in respect of their dealings with the entity.

For ease of reference, section 76(3) refers;

...Subject to subseciions (4) and (3), a director of a company, when acting in thgt capacity, must exercise
the povwers and perform the functions of director
a) in good faith and for a proper purpose;
b} in the best interests of the company, and
with the degree of care, skill and diligence that may reasonably be expected of a
c) person—
carrying out the same fimctions in relation to the company as those carried out by
i) that director; and
i) having the general knowledge, skill and experience of that director.

As mentioned above, the Neotel Board’s investigation in response to our first letter dated 28 April 2015 is
not complete. Accordingly as at the date of this report, based on our assessment of the information presented
to us, 1 report that in my opinion, the reportable irvegularity is continuing.

Contact details of the entity:
o Robert Offner (Chaivinan of the Audit Committee)
o 002064612012532
o offrer@ielecomn.na

Please acknowledge receipt of this report.

Yours faithfully
. AQ ‘
W’ Zstitds

Andre Dennis
Registered Auditor
Deloitte & Touche

IRBA registeation number: 334480
Email: adennis@deloitte.co.za
Telephone (office): 011 806 5184
Télephone (cell): 082 566 3707
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June 5, 2015
Privileged & Confidential

Deloitte & Touche
Registered Auditors
Johannesburg

Attention: Mr A J Dennis, Partner

Dear Sirs

Privileged and confidential response to matters raised by Deloitte in their letters dated 17 April 2015
and 22 May 2015

introduction

This document includes information provided by attorneys as part of an instruction to conduct a privileged
and confidential investigation and to provide advice. In providing this information Neotel (Pty) Ltd (Neotel)
does not abandon any privilege relating to such information and refies upon Deloitte to hold ail such
information confidential in accordance with the professional standards and codes of conduct to which it is

subject.

By way of general background to the detailed responses set out in this document, Neotel records that
information has become available as a consequence of the forensic analysis of data over the 1ast two weeks.
This provides prima facie evidence that Mr Francois van der Merwe (Francois), General Manager Strategic
Customers, has engaged in a clandestine relationship with Homix (Pty) Ltd (Homix} and persons related to
that entity for a period from at least February 2014 through to the time of the conclusion of the negotiations
between Neotel and Transnet SOC Ltd (Transnet) and probably through to the present time.

Francois has consistently maintained (and continues to maintain in his discussions with the investigators) that
his interactions with Homix or any representatives of that entity were limited to two periods. The first of these
was in respect of the transaction for the sale of equipment by Neotel to Transnet in February/March 2014,
He maintained that thereafter he had no further contact with Homix until he was requested by Sunil Joshi
(Joshi) to “reach out” to Homix on the afternoon of Thursday 11 December 2014. The purpose was 1o seek
the assistance of Homix in resolving the “impasse” which had arisen between Neotel and Transnet in regard
to the conclusion of the Master Services Agreement (MSA) between Neotel and Transnet because of the

breakdown in the negotiation process.

The analysis of data, however, reveals ongoing contact between Francois and Homix representatives during
the course of 2014. More particularly on the morning of 11 December 2014 Francois provided Homix with
confidential internal emails of Neotel. These were briefing documents prepared by Neotel management for
Joshi who had curtailed his trip to India and returned to South Africa early that morning. Joshi was to hold a
meeting with a Transnet executive that afterncon in an attempt to achieve a breakthrough in the impasse with
a view to the resumption of the negotiation process. The urgency stemmed from the looming cut-off date {18
December 2014} before which agreement on the MSA was required to be achieved,

Neotel has been advised that the investigation commissioned by it has not reveaied any dishonest conduct
by management or employees of the company other than Francois. The investigation has also not revealed

Neoctal (Pty) Ltd
Reg No. 2004/0046 9107
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any evidence of any payments made to Transnet employees or Neotel employees by or on behalf of Homix.
Transnet has declined to make its employees available for interview in the absence of any concrete evidence
implicating any employee No such evidence has been revealed by the investigation. Transnet has,
however, confirmed that it had employed advisers and was aware of the similar role of Homix on behalf of
Neotel. Copies of an interchange of letters between Transnet and Neotel are annexed on a confidential

basis.

The full import of this clandestine relationship and the dealings between Francois and Homix {not disclosed
by Homix ir: their limited dealings with the investigators) remains unclear. It was hoped that some clarity may
emerge from impending disciplinary proceedings to be initiated by Neotel. That will not be possible as
Francois resigned with immediate effect on 4 June 2015. Neotel will seek advice in regard to the exercise of
civit remedies against Homix and the nature of and basis for any reporting obligations it may have under
applicable legislation arising out of this matter. Neotel will also complete a review of its systemns of internai
control in light of the information and recommendations flowing from the investigation which has been
undertaken and will take such remedial proceedings or action as advised or considered appropriate.

Questions raised by Deloitte

1 The selection criteria and reasons for appointing Homix as a consultancy firm/agent.
Response
1.1 it is important to set the appointment of Homix in context. Neotel had been an unsuccessful bidder

for the appointment as service provider under the MSA. When the preferred bidder withdrew in mid-
2014 Neotel became the preferred bidder in terms of a letter of award signed in August 2014. The
award was subject to the condition that the MSA was signed within 120 days. That required the
matter to be finalised by a date variously referred to as 18 or 19 December 2014.

1.2 Detailed negotiations in regard to the complex terms of the MSA took place between teams
appointed by the parties between August and the end of November. There appeared to be a
reasonable prospect of the successful conclusion of the negotiations until the end of November/early
December when negotiations became more difficult. Major points of disagreement are summarised
by management as: financial guarantees (bank versus parent company guarantee), Change of
Control, Benchmarking; service level requirements; use of Transnet facilities amongst others.

13 On 5 December Harris Nupen, attorneys who were part of the Transnet negotiation team, advised
that Transnet were not prepared to negotiate any further and that either Neotel signed the agreement
in its present format or the negotiations would be at an end. Whilst negotiating fatigue was
acknowledged to be present, the reasons for Transnet's intransigence were not apparent to the
Neotel team or management. The fact that Gerrie van der Westhuizen, the leading technical
member of the Transnet negotiating team had resigned but remained on after he was due to have left
Transnet's employ on 30 November was an added concern. Tensions were further escalated by the
unintended consequences of the rendition by Neotel to Transnet of an invoice for services which
produced an irate response from Transnet on 8 December. At this junction Mr Joshi who was away
overseas and due to return on 12 December arranged to cut short his trip to return in the early
morning of 11 December. Francois had travelled to Durban on 8 December to meet Anoj Singh
(Singh) in Durban to deal with the fallout in regard to the December invoicing and to endeavour to
get the negotiations to recommence. Thereafter a meeting was set up for Singh to meet with Joshi
on Thursday 11 December in the early afternoon.

Neogtsi (Pty) Lid
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Joshi met with Singh on 11 December. The meeting left him concerned. In a contemporaneous
report to his management team he stated that Singh:

‘seemed distracted and had also changed his tune from the phone conversation | had with
him on Saturday and | am not sure why. | mentioned to him that if we cannot reach
resolution then the LOI will expire and then what? He said we will see over the next day or
two and then figure out what needs to be done.

It was a strange meeting but without an outcome. A meeting agreeing to meet again in
short. Not sure what to make of it."

At the same time Joshi received a report from Abid Qadiri (Abid), whe had led the negotiating team,
to the effect that Transnet was engaged in a parallel discussion with Dimension Data which had been
the third and unsuccessful bidder in the original MSA bid process.

When Joshi returned to the office after meeting with Singh he discussed the position with Steven
Whiley (Whiley), the CFO. He had formed the view that Neotel required assistance in getting the
negotiations back on track and recollected that Homix had successfully introduced Neote! to Transnet
in regard to the transaction for provision of CISCO equipment gt the beginning of 2014. He could not
remember the name of the intermediary and Whiley reminded him that it was Homix. He then called
a meeting with Abid and Francois. According to his contemporaneous note to his management team
he reported that:

‘I have been rattiing my brains on how to overcome this stalemate. We may think the issues
are trivial but Transnet may think they are big. We can make out how sensitive they are with
Gerrie’s last email on the Dec invoice. As we discussed it could be deal fatigue or just inertia
or both. Reality is we need some help to now broker an outcome.

So [ have separately spoken to Francois and Abid just now. have asked them to explore the
route of the consultant we used who brokered the CISCO deal @ Transnet and see if he is
willing to help and at what costs. We don't have a lot of time so time is of the essence.”

These are the cumulative circumstances which represent the reasons for the appointment of Homix
as consultant and the basis upon which, in the emergency circumstances which prevailed, Joshi,
after discussion with his management team, turned to Homix as the party which had introduced the
previous successful Transnet transaction to Neotel and as a party apparently familiar with the
business of Transnet,

Other service providers which were considered by Neotel in this process.

Response

Management have indicated that with the severe time constraint due to the imminent expiry of the
letter of intent, and with no other service provider used by Neote! at Transnet in the past, the team
were not aware of any other service provider that could be contacted. Due to the previous and
successful transaction introduced by Homix, Mr Joshi decided to reach out to Homix to establish if

Neate! {Pty) Ltd
Reg No. 2004/004618/07

44 0ld Prateria Main Road, Halfway House, Midrend, 1685, Gauteny, South Africa

Tetephone rurizer +27 {0111 5865 0000 | Facsimile number +27 (014 585 0007

DIRECTORS: N Srinath* (Nen-Executive Chaiman), § Joshi™** (Managing Director & Chisf Executive Officer), R Dhawar®, VA Kumar®, ¥ Memani,
R Offrer*, T Pham *** §G Ranade*

ALTERNATE DIRECTOR: 88 Nisaluba

{*indian, **Namibian, ““American, **New Zealander)
Page 3of 6

£

= gt




3.1

4.1

5.1

CV-093

Jlr Neotel

Inspiring Possibilities

they were willing and able to assist. No other service providers were considered given the prevailing
circumstances and time constraints,

The credentials and expertise which Homix possesses and which warranted its engagement by
Neotel in connection with the Master Services Agreement with Transnet,

Response

Management were aware of the successful engagement with Homix during the CISCO transaction.
The fact that this opportunity was brought to Neotel and the obvious inference that Homix had a
business relationship with Transnet which rendered such a transaction possible led to the conclusion
that, in the absence of alternatives and with the time constraints, Homix shouid be invited to indicate

whether they were able to undertake the assignment.

Did any member of Neotel's Management or Board enquire from Homix what exactly wouid be
done, undertaken and/or implemented by Homix in carrying out its mandate in connection with the
negotiation and/or conclusion of the Master Services Agreement?

Response

Francois was the only party who communicated directly with Homix at the time of their appeointment.
Management has characterised their understanding of the assignment for Homix as requiring them
to:

(1) Engage relevant executives at the CPO Offices and the CFOQ Offices at Transnet;
(2} Present the value proposition of the Neotel RFP;
(3) Assist with the resolution of the unresolved issues with Transnet causing the impasse,

{4) Resulting in the conclusion of the MSA and asset sale operational agreements respectively.

The services described in the consultancy agreement signed by Neotel and Homix describe the
activities as:

“Homix to analyse the requirements of both Neotel and Transnet SOC to find 3 workable
solution to the impasse in negotiations between Neotel and Transnet SOC in regard to their
Master Services Agreement and the related Asset Sale.”

If so, how did Homix respond to the above enquiry and what did it communicate to Neotel that it
would do, undertake or implement in carrying out its mandate in connection with the negotiation
and/or conciusion of the Master Services Agreement?

Response

The written response from Homix dated 12 December 2014 is annexed. Direct discussion with
Homix in December 2014 was only by Francois. Homix representatives interviewed by the
investigators described a list of subjects covered in discussions between Homix and Transnet
representatives. They were, however, unwitling to identify the parties at Transnet with whom
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discussions took place or to provide the investigators with a copy of the presentation which they
stated had been made as part of their intervention, save that Ashok Narayan Puthenveedu (Ashok)
also referred to on occasion inferred that one of the Transnet parties may have been Singh.

The terms and conditions reiating to Homix’s involvement in the price negotiations.

Response

The payment for Homix's consulting services was set at 2% of the value of the TCV (R1.8b) and
R2Z5m for the asset sale and conclusion of the operational agreement.

There were to be two separate agreements and fees were to be paid 30 days after the conclusion of
the respective agreements, subject to the signing of the Neotel Agency Agreement and necessary
processes to be followed by the business.

The mandate and terms of reference that Neotel provided to Homix to negotiate to.

Response
See the responses to paragraphs 4 and 5 above.

Clear explanation of what Homix brought to the table in the context of the negotiation and
conclusion of the Master Services Agreement which Neotel did not hold or have access to internally.

Response

What management understood through van der Merwe was that Homix was doing business in
Transnet, and understood the procurement processes as well as having visibility in regard to
opportunities in Transnet as demonstrated by the previous CISCO contract. Management at Neotel
understood that Homix had the capacity to provide the resources identified in' paragraphs 4 and 5
above. Neotel had exhausted its contacts with Transnet in its attermpts to resolve the impasse as
described above and relied on the intervention of Homix to achieve that objective.

Which individual at Homix did Neotel deal or engage with, and what was the individual expected to
do for Neotel?

Response

As indicated above, no member of the Neotel management team other than Francois was in contact
with Homix. Francois advised the investigators that his primary contact was through Mandla. Upon
enquiry the investigators were abie to interview Ashok who indicated that he was the prime party
within Homix which had dealt with Transnet. Ashok refused ic identify the individuals within Transnet
with whom he had negotiated but impiied that Singh was one of those parties.

Did Neotel require Homix to engage with any particular individuals at Transnet and if so who were
these individuals?

Response
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No.

11 Was Transnet made aware that Neotel was going to engage, or had engaged, Homix, or any other
agent, in connection with the negotiation and conclusion of the Master Services Agreement?

Response

No.

12 Please provide information and documentation showing compliance with the levels of authority as per
Board approval's framework and/or showing that there was authority from the Board of Neotel to
transact with Homix, eg a Board resolution or minute.

Response
See the Board's response to Deloitte by way of its letter dated 26 May 2015.

13 The process and result of Neotel's own assessment of the Homix relationship as this was indicated
by the CEO on Saturday 11 April 2015, as a process followed by his team during March to ensure
that payments to Homix are not irregular by nature. -

Response

Concerns were raised by Tracy Cohen and Steve Whiley to Sunil Joshi about Homix and whether
there was knowledge of untoward engagements or facilitation fees paid to anyone in Transnet. On 20
March Joshi got the team together to discuss the concerns and asked if anyone knew of any such
conduct. Each member was asked and each repiied in the negative Members were also asked if
anyone was aware of money changing hands involving employees and the response was also
negative. After the meeting Theko was asked to do checks on Homix to assess if any red flags were
raised but none were reported by him.

Yours faithfully

bas,

N Srinath
Non Executive Chairman

Encl: Annex 1t0 3
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12 December 2014

Mr Sunil Joshi

MD & CEQ

Neotel (Pty) Ltd

44 Old Pretoria Main Road
Midrand, Gauteng

South Africa

Ph: +27-11-5850013

Dear Sir

This letter serves to confirm today’s engagement with Nectel pertaining to their Master Services Agreement and the related Asset
Sale negotiation with Transnet SOC. The talks have reached an impasse and Neotel wishes to engage the services of Homix to

anaiyse both entities requirements to find a workable solution.

The work is to be carried out on 3 Pure Risk basis and Homix shall not bill for any time and material nor any out of pocket expense.

If successful, Neotel shall pay Homix:

1. For the Asset Sale a Full and Final once of fee of R2Z5 000 000.00 {Twenty Five Millien Rand), payable 30 days after

signature.
2, For the Master Services Agreement A Fee of 2% of the value of the contract (Currently at R1.8 Billion}

3. These Fees are excluding VAT

These Fees are Success Fee Commissfons payable because of the assistance and expertise provided by Homix enabling Neote! to
close these two deals that are currently agreed to be lost business as confirmed by both Neotel and Transnet.

Please concur the above together with the success-fee structure, where the latter shall became hinding on Neotel,

Yours Sincerely

)

AL

Mr Khan

HOMIX (PTY) LTD 192 SPRINGBOK STREET

REG NO.: 2012/176951/07 WEIRDA PARK

TEL: +27 12 654 0183 PRETORIA
FAX: +27 12 654 0188 PO BOX 21369, VALHALLA, 0173

www homlx.co.za

DIRECTORS: T 5 HASWARE & ¥ A S BHIKHU
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Shyabonga Gama, Acting Group Chlef Executive

Our Ref No: 5G/16944
Mr N Srinath
Non-Executive Chairman
Neotel

Date: 19 May 2015

Dear Mr Srinath

NEOTEL PTY LTD — MASTER SERVICES AGREEMENT WITH TRANSNET SOC LTD

Your letter dated 16 May 2015 and delivered to my office on 18 May 2015 refers.

I have read your letter with great concern regarding its contents and alleged implications to both
Transnet and Neotel. As you know, Transnet is a publicly owned entity that is governed by the Public
Finance Management Act {PFMA) among others. As a result, Transnet must ensure that its
procurement practices are fair, equitable, transparent and cost effective. Therefore any allegation that
purports transgression of the PFMA has to be taken very seriously. |

Depending on the outcome of your investigation, the possible consequence could include the

terrnination of the contract under caption and the blacklisting of the Companies involved. Transnet is |
comfortable and confident of the veracity of its procurement process and that none would have been J
breached in the award of the contract to Neotel. This is because the process of award of such high '
value contracts is subject to review by both our internal and external audit process.

Should you have any concrete evidence against any Transnet executive having committed any
wrongdoing, I invite you to immediately make the evidence of such available o me so that we can
conduct an internal investigation, the result of which wili determine whether we agree to your request

to interview Transnet executives.

In order to assist you in your current investigation, we can confirm that it is normal practice for
Transnet to engage business Consultants or advisors to navigate complex financial, technical and
commercial aspects of transactions. In this regard, we can confirm that Transnet had employed the
services of such advisors and were aware of Homix similar role on behalf of Neotel.

Carildn Centre P.0. Box 725
150 Commissioner  Parkview, Johannesburg

Street Soufh Afiica, 2122
Johanneshurg T +27 11 308 2313
2004 F +27 11308 2315
baso (Chaimersan) B Motefe* {Group Chief Execylive) ¥ Forbes GJ Mahlalela PEB Mathekga N Moola ZA Nagdee VM Nkonyane P T——

eBG Stagman PG Wiliams A Singh* {Group Chief Financial Officer)
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May 16, 2015

Private and Confidential

Mr Siyabonga Gama,
Acting Group Chief Executive,
Transnet SOC Ltd

Dear Mr Gama,
Neotel (Pty) Ltd (“Neotel”} — Master Services Agreement with Transnet SOC Ltd (“Transnet”)

i | write, as Non-executive Chairman of Neotel, to seek your assistance in regard to an issue which
has been raised hy Deloitte & Touche as auditors of Neotel. This relates fo the Master Services
Agreement ("MSAT) signed between Neotel and Transnet in December 2014,

2 The auditors have sought clarity in regard to the role of Homix {Pfy) Lid (*Homix"} which acted as
business consultant to Neotel during the closing stages of the negotiations leading up to the
signature of the MSA.

& In order fo respond to the auditor's queries the Board of Nedtel has commissioned Werksmans
Attorneys to conduct an investigation of the matier and this is now in progress,

4 As part of their investigation Werksmans have recommended that it would be appropriate for them to
be given the opportunity to interview Mr Anosh Singh and Mr Gemrie van der Westhuizen, both
employed at the time by Transnet. This would be in regard to their participation in the closing stages
of the negotiation of the MSA agreement and their knowledge, if any, of the role played by Homix in
such period leading up to the conclusion of the MSA agreement.

5 The board believes it to be in the interest of both of our companies that this matter should be clarified
urgently. Neotel wish to respond to the auditors in the coming week,

B We would, of coursé, request Werksmans to provide copies to Messrs Singh and van der
Westhuizen of any record of notes taken during their clarifying consultation.

i look forward to your urgent confirmation that Transnet will respond favourably to this requést for assistance.

Thanking yeu

Yours sincerely

N Srinath

Neatad {Pty} Lid

Reg No. 2004/004518/07
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DeIOitte Private Bag X6 Deloitte 8 Touthe

Gallo Manior 2052 Registered Auditors
South Afiica Audit - iohannesturg
Bulldings 1 and 2
Deloitte Place
The Woodlands
Woodlands Drive
9 June 2015 Woodmead Sandton
) Dotax 30 uhanneshiorg
The Directors Tl 527 -
Neotel Proprietary Limited o
Fao, +27 {0011 806 5111
NeoVate Park www.deloftte.com
44 Old Pretoria Road
Midrand
2191
Aftention: The Chairman
Dear Mr Srinath

Thank you for your response of 5 June 2015 to our questions on the Hoemix transactions.

It is clear from the response to our questions that there is not sufficient evidence to support the cominerciality of the
transactions. On the contrary, the response invites more questions than those answered and leaves us no further from
our understanding reached on 17 April 2015. Furthermore, the clear reluctance of Homix to disclose information
around the presentations made and or who the relevant individuals at Transnet are whom they met with, leaves us with
more questions around whether there in fact is any commercial substance behind these transactions. The response
further does not clarify why prescribed officers at Neotel did not question who Homix is, what Homix would do or
did to convince Transnet to conclude the deals with Neotel and what the payments would be used for, We must
question why these enquiries were not inade at the time, despite the implications or risks to the company that might

arise firom such payments.

It seems to us that persons in authority at Neotel now ought reasonably fo at least suspect that the payment may have
been a facilitation payment and ought to consider their obligation to report such suspicion to the authorities under the
Prevention and Combating of Corrupt Activities Act, sec 34, Failure fo do so may not only be an offence under that
Act, but would in itself constitutc a Reportable Irregularity in terms of the Auditing Profession Act. Given the lack
of specific and detailed information, you have not convinced us that there should not at least be a suspicion in this

regard.

Your Messrs Pham and Offner have offered for us to meet with Werksmans as a next step, however, we are of the
opinion that Neotel and the Board have to address the matter as described above. We will then consider the evidence
and appropriateness of the Board's actions in our consideration of the matter and perform procedures as considered

necessary in the conclusion of the matter and our audit.

As pointed out to you previously, the potential impact of the payments to Homix is pervasive to the company’s
business. Based on your response and lack of information, we are in no better position than we were before in rofation
to the commercial substance of the transactions. For this reason, we cainot issue an audit opinion that is any different
to the one included in the audit committee documentation submitted to you on 25 May 2015,

Yours faithfully

74

Pariner
Deloitte & Touche
Registered Auditors
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Summary of Report in terms of Section 34(1)(b} of the Prevention and Combatting of Corrupt Activities
Act 12 of 2004 (PRECCA)

1 On 28 June 2015, Neote! made a report pursuant to Section 34(1){b) of PRECCA because it found
reason to suspect that a former General Manager Strategic Customers (Sales Lead), committed fraud
against Neotel potentially involving an amount in excess of the statutory minimum.

2 The suspicion arises out of the unlawful and intentional misrepresentation by the Sales Lead of the
true nature of his dealings and relationship with representatives of Homix (Pty) Ltd (Homix) in regard
to services rendered or alleged to have been rendered by Homix to Neotel in respect of two contracts
entered into between Neotel and Transnet SOC Ltd (Transnet).

3 The twe contracts are the Master Services Agreement between Transnet and Neotel signed between
the parties in December 2014 (the MSA Agreement) and a supply agreement between the same two
entities enter inte in March 2014 in regard to the supply of equipment manufactured by CISCO in the
form of replacement switches and ECL Routers (the CISCO Agreement).

4 The MSA Agreement encompassed bath the provision of network services by Neotel to Transnet over
a five year period to the value of R1.8bn and the sale of certain assets by Neotel to Transnet to the

value of R200m (the Asset Sale).

5 In each instance the contract between Neotel and Homix provided for the payment of a fee payabie to
Homix within a fixed pericd after the conclusion of the contract between Neotel and Transnet as

follows:

{1) CISCO Agreement — 10% of contract value being R30,292,561.30 plus VAT.
(2) MSA Agreement — 2% of contract value being R36m plus VAT.

(3} Asset Sale and Operational Agreement — a fee of R25m plus VAT,

6 The Sales Lead was the person within Neotel primarily responsible for the maintenance and
development of its business relationship with Transnet which is a major customer of the company. In
fulfilling this function he owed a duty to Neotel to act in the best interests of the company and to provide
full and proper disclosure to the management of the company of all facts material to its relationship

wit_h Transhet.

7 The Sales Lead was also the primary contact between Neotel and Homix in relation to the latter
company's dealings with Neotel and was the only member of Nectel staff to meet with and
communicate with Homix in the negotiations leading up to the conclusion of the agreements between
Neotel and Homix for the rendition of services in regard to the MSA Agreement and the CISCO

Agreement.

8 Arising out of queries raised during the course of the Neotel external annual audit, the company
instructed its attorneys to conduct an investigation of the facts and circumstances relating to the MSA
Agreement in order fo enable it to respend to the queries which had been raised.

9 The investigations conducted included interviews with members of staff of Neotel and two discussions
with a representative of Homix. An analysis of information on Neotel's issued computers and issued
mobile phone devices of varicus staff members was also undertaken with the consent of the staff

members having been obtained.

10 The initial focus of the investigation related to the concluding stages of the negotiation of the MSA
Agreement between Neotel and Transnet. Such negotiations followed the issue by Transnet to Neotel
in August 2014 of a Letter Of Intent (LOI) for the appointment of Nectel to provide the services and
equipment which were to become the subject matter of the MSA Agreement. It was a term of the LOI
that the final agreement ought to be signed within 120 days. The MSA is a complex agreement and
teams representing each party were engaged almost continuously in negotiations with one another in
regard to the terms of the MSA Agreement over the period August to the end of November 2014.
Towards the end of November and Into the first week of December the negotiations became
increasingly complex leading to the position in which, on 5§ December, Neotel was advised by Transnet

#5842185
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representatives that they would engage in no further negotiations and that Neotel cught to accept the
terms of the draft agreement as they stood failing which negotiations would cease.

11 Extensive efforts were made to revive the negotiations in the period between 5 December and
11 December without success. Late on the afternoon of 11 December and after discussion with senior
members of the Neotel management team, the Sales Lead was tasked to establish contact with Homix
with a view to engaging them as consuitants to assist in resolving the impasse which had developed
between the negotiating parties and to bring Transnet back to the negotiating table.

12 The Sales Lead maintained that the only prior dealings he had with Homix related to the CISCO
Agreement during the period February to April 2014 and represented that his call to the contact person
at Homix during the evening of 11 December was the first occasion on which representatives of Homix
were approached in regard to the MSA Agreement or anything to do with it.

13 In early June 2015 the investigators reported that analysis of the Sales Lead’s computer and cell phone
records which had been provided by Neotel reflected that he had maintained contact with Homix
intermittently during 2014 and that, most critically, on the morning of 11 December he had forwarded
by email to the Homix email address a copy of two confidential briefing documents which had been
prepared by senior members of Neotel management for the CEQ's assistance in a meeting which had
been set up for the afternoon of 11 December with a senior executive of Transnet.

14 The analysis of the records further revealed unreported email exchanges in regard to the CISCO
transaction which placed in question the authenticity of the signature of documentation purportedly
emanating from Homix but possibly generated by the Sales Lead. The analysis also reveals that
Transnet approved the quotation for the CISCO transaction the day prior to the arrangement between

Neotel and Hemix having been finalised.

15 After initially collaborating with the investigators in an interview, the Sales Lead suddenly changed his
position and refused to communicate further with them other than threugh or by arrangement with an
attorney appointed by him. Neotel set about initiating disciplinary proceedings against the Sales Lead
in regard to the matters which had been uncovered but these were pre-emptad by the Sales Lead's
resignation with immediate effect as an employee of Neotel on 4 June 2015,

16 Neotel's suspicions in regard to the Sales Lead's conduct were fortified by his conduct upon
resignation. He was required to return the company’s laptop. What he did was to arrange for the hard
drive on the laptop to be removed and replaced by a clean hard drive with no data on it, thereby

preventing the company from analysing the data.

17 Neatel does not have the legal autherity to conduct a financial investigation of the banking or other
records of the Sales Lead or Homix and does not have any information supporting the offer or receipt
of any payment between those parties. It does, however, suspect that the deliberate misrepresentation
by the Sales Lead of the true nature of his relationship and dealings with Homix have caused actual
or potential prejudice to Neotel in its negotiations with Homix and the payment to Homix of the multi-
million Rand fees in respect of the MSA Agreement and the CISCO Agreement and that this intentional
misrepresentation constitutes fraud under Section 34(1)}{b) of PRECCA.
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PRIVATE & CONFIDENTIAL

July 02, 2015

Mr. Sunil Joshi
MD & CEQ,
Neotel Pty Ltd
South Africa

We refer to your twa letters dated lune 25, 2015 regarding the Agreement between Homix &
Neotel pertaining to the Asset Sale and MSA between Neotel & Transnet.

At the outset we wish to advise you that both the Asset Sale and the MSA were covered under a
single Agreement between Homix & Neotel and hence we are responding to both your letters,
which are identical in content, through this letter.

Please also note that we have fully complied with the various provisions of the Agreement referred
to in your letter and have always conducted our business with the highest standards of integrity,
always keeping the good name and reputation of our Clients feremost in our dealings.

In response to your queries we wish to advise you of the following:

Homix has been dealing with Mr. Francois van der Merwe (hereinafter FvdM) as a single point of
contact in your organization and have routed all research-related findings and recommendations
that led to the successful conclusion of both Agreements, through to him. We have constantly kept
him updated of all developments and progress with regard to both projects. We summarize below
some of the activities we have engaged in to bring the projects to fruition. For the sake of clarity we
are also providing you with the chronology of events to give you a better understanding of the
nature and extent of the work undertaken by us.

INTELLECTUAL PROPERTY & STRATEGY ADVISORY CONSULTANTS

192 SPRINGBOK STREET
WEIRDA PARK

PRETORIA

P O BOX 21368, VALHALLA, 0173

HOMIX {PTY) LTD

REG NOQ.: 2012/176951/07
TEL: +27 12 654 0183

FAX: +27 12 654 0188
www.homix.co.za

DIRECTOR: Y A S BHIKHU &



CV-106

OMIX

APPLYING THOUGHT

Dec 11, 2014 — FvdM met our representative Mr. Mandla at JBs Corner, to advise of the status quo
at Transnet and requested consulting assistance with a fresh perspective to help Neotel close the
deal. Thereafter, both agreed to meet the next morning {Friday 12*) should Homix be in a position
to assist

Dec 12, 2014 - FvdM met Mandla as agreed at approximately 07h00 — Mandla informed FvdM that
they might be able to assist and fee would be same as before namely 10% of transaction value.
FvdM said he will return later that morning to confirm if this was acceptable to Neotel.

Dec 12, 2014 — Both met again. FvdM said they could only agree to 2% on MSA and fixed fee on
Asset Sale, both done on full risk to Hamix, which meant that if the Contract did not materialize,
Neotel wouid be under no obligation to pay. After due deliberation of the pros and cons, we took
the decision to agree to these terms and instructed Mandla to accept on behalf of Homix.

I wish to inform you here that | made a judgement call, based on the possibility of the deal
materializing immediately when I heard about it, and put my team on the job from Dec 11" itself.
Please find below a chronological sequence of the actions undertaken by our team to assist Neote!

in securing the deal:

Actions taken: high level

Dec 11, 2014 — Homix deputed senior consultants with a high level of Telecom expertise to quickly
de-construct the deal with a view to understand both parties’ view of the transaction. After the
team reported back, it became evident to Homix that the conceptual understanding from the
Transnet negotiation team (senior managers) was not the same as the view given by Neotel. Thus
Homix immediately realized that they could add value by finding a lever that could possibly help

Neotel to negotiate an agreed paosition.

Dec 12, 2014 — Subsequent to receiving verbal confirmation from FvdM, we immediately assigned
our senior consultants, who were on standby, to work round the clock and conduct intensive
research from various sources, with a view to find the lever that would help Neotel get back to the
negotiating table with Transnet and bring all on the same page on the real issues. Fortunately, our
team was successful in coming up with a tangible solution which pinpointed several key factors and
a principal Lever (as detailed below) that FvdM could use. FvdM su bsequently used the material
provided to interact with Transnet. We also advised FvdM to adopt an urgent approach with
Transnet citing the grounds that Transnet executives were scheduled to go an leave and if this
matter was not urgently resolved, the extension provision would kick-in and Transnet would
immediately be liable for wasteful expenditure, which would be reported to Parliament.

INTELLECTUAL PROPERTY & STRATEGY ADVISORY CONSULTANTS
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Using this approach, FvdM was able to convince the Transnet negotiating team and executives to
agree on a course of action and minimum terms with deadlines no later than Monday the next
week. This was Homix’s first step to get both parties back to the negotiating table.

Dec 12, 2014 - Homix advised FvdM to facilitate a meeting between Transnet CFO and the Neotel
CEQ, which he did. The meeting took place and both stakeholders agreed that their respective
teams would meet on Dec 13, 2014 and not leave until they addressed all issues outstanding. In this
context, Homix strongly advised FvdM to ensure that the Neotel executive decision makers be
present in the meeting to ensure immediate decisions could be taken.

Finally, due to Homix’ interventions, both parties understood each others’ positions and now that
the executives were on the same page, agreement was reached on the outstanding points of

dissension.

ASSET SALE AGREEMENT — Homix realised from the start that this would be a lengthy (possibly 10
to 12 month} process and hence cost estimates were arrived at by factoring in the expected
timeframes to close the deal. The Operational agreement was in fact enly concluded months after

the anticipated date of December 2014.

ASSET VERIFICATION - Homix also assisted Neotel to prepare the grounds with Transnet for asset
verificatian following which the Transnet team responsible for that verification used the
information to arrive at their actual check list. Homix also advised FvdM ta suggest to Transnet that
an external audit firm be used on Transnet’s behalf to assist and ensure this be a speedier exercise
than what was initially anticipated. Transnet executives agreed and this alone helped to bring the
timelines down from the anticipated 10 -12 months. In this instance the Homix interventions were
ongoing and guidance was given directly to Neotel and indirectly to Transnet through FvdM to

ensure that they do not drift apart as before.

IDENTIFYING THE LEVER AND RE-ENGINEERING THE DEAL — We wish to discuss here the principal
lever we identified that would benefit both parties and which finally helped conclude the deal.

Once briefed by Neotel and after subsequent detailed research, it became clear to Homix that the
potential Asset Sale was a priority for Transnet but not necessarily for Neotel at the time.

Transnet wanted control back over infrastructure on their premises to give them independence in
the near future when they have an end to the "new MSA" with a 3 year life span.

INTELLECTUAL PROPERTY & STRATEGY ADVISORY CONSULTANTS
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Neotel believed however, that it would take their ability and "edge" away and was not as keen to
sell as was believed by Transnet.

Homix conducted further investigations into the matter {assessing both parties’ point of view) and
the following was evident:

Transnet considered it a priority and was under the impression Neatel did too. Capex however, was
an issue as this was not budgeted in full by Transnet,

Neotel on the other hand wanted a longer term period on the MSA but their appetite for selling the
assets were limited due to the high cost of maintenance.

Homix assisted Neotel in re-positioning the deal so that Transnet benefited from a lower initial
Capital layout {R 200 million) and in return Neotel was offered a 5 year extension and not a 3 year
extension. The total value for both deals would thus be R 2 billion and not R2,2 billion as was

originally on the table.

To compensate Neatel for the cost reduction, Homix advised Neotel to push for a payment term of
7 days after signature, versus payment only once assets were physically confirmed on site. The
payment term was accepted by Transnet and Neotel thus benefited from immediate cash flow and
no claw-back should the asset list be incomplete (which was the case). Assets were thus sold
"Voetstoots". This was a huge benefit to Neote! that cannot be understated.

Further potential advantages of this approach meant that Neotel could potentially bid for the
replacement of several hundreds of kilometers of old copper cable that, should they not sell, would
cost them approximately R2-3 million per month toe maintain (theft and degradation of cable being
the main reasons), thus over a 5 year term a potential saving of R 150 million or more to Neotel.
This again must be read in the context of R2,2 billion versus the drop to R 2 billion, however

incorporating a cash upfront deal

To summarize, Neotel benefited the most from this transaction because of the Homix initiatives

that resulted in the following:

1. Cosh flow upfront

2. Saving of maintenance money - not retrieved or deducted from the 5 year contract value
3. Potential upgrading of "Copper to Fiber" across all campuses
4. Certain gain in Net profit for Neotel

5. Voetstoots clause took risk away from Neotel

INTELLECTUAL PROPERTY & STRATEGY ADVISORY CONSULTANTS
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With regard to the deposition at Werksmans by myself, please note that your allegations that | did
not ca-operate is in-correct. While, I did explain to Werksmans that Client confidentiality would be
violated by disclosing names, | did show them the final presentation that was made by Homix and
presented to Transnet by FvdM, which we are comfortable to share with you as well. It is a
different matter that Werksmans chose to dis-regard the presentation for reasons best known to
them. Enclosed please find a copy of the presentation which is self-explanatory.

In conclusion, we wish to re-jterate that we have always maintained the highest standards of
integrity in our business dealings and you can rest assured that we shall always continue to do so in

the future.

in light of the above and in consideration of the fact that hoth the MSA as well as the Asset Sale
Agreements have been successfully concluded, we urge you to honour your commitment and
release our outstanding payment to us at the earliest.

Thanking You, we remain with the best wishes,

| pp ki

CEO -

Homix Pty Ltd. ¥

PS. Please find below a copy of the presentation

INTELLECTUAL PROPERTY & STRATEGY ADVISORY CONSU LTANTS
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14 July 2015

Mr Imran Vanker

Director: Standards

Independent Regulatory Board (or Auditors
Building 2

Greenstone Hili Otlice Park

Emerald Boulevard

Modderfontein

1609

BY HAND
Telephone: 087 940 §800
Dear Siv

FIRST REPORT: REPORTABLE IRREGULARITY
Name of enfity audited: Neotel Proprietary Limited
Registration number of entity: 2004/004619/07

My firm has been Jointly engaged by Neotel Proprictacy Limited to audit the company’s annual financial
statements. 1 am the partner responsible for the above engagement.

I have reason lo believe that a reportable mcgularlty, as def’ ned in the Auditing Profession Act, has taken
place in comnection with the company cntering info agreements wilh an agent, namely Homix,
{("Consultancy Arrangement”) in pursuit of a customer contract. This has resulted i in a success fees of R61
million paid to this agent. The commerciality and legitimacy of the Consultancy Arrangement remains
unclear fo us., Furthermore, the company paid Homix a fee of R30.3 million (“Cisco fee ar rangement”) in
April 2014 for bringing the CISCO equipment deal with the same custoner.

1 am not able to make a legal determination in respect of the suspected unlawfiul act or omission, but have
exercised professional judgement, based on the evidence or information which has come to my anvledgc,
including undertaken further investigations of information as were considered necessary in the

ulcumstances and conduct of our audit.

The contents of our investigation suggest that Section 76(3) of the Compames Act 71 of 2008, as well as
the conuiton law duty of the directors of the company to apply the required degree of care, skill and
diligence, may have been breached, as more particularly described below.,

Hatfonal Eyerutiae: i Bain Chief Siseutive *AE Swisgers Criief Cperating Officer G Pnnock Audit
DL Rennady Risk sichisory "NIF Kader Tas TP By Consulting * Blatk Clas § fndusties

25 Mazrocco Talens B Transformation W Mevds Binance *M Joldah Suategy Slh&'&?msekaﬁ
Ti Brown Clasman of the Boad *M Comibey Deputy Ghaitman ofthe Board

A 1l et o parinets and dectors & auatalie off pequast * parinee and Registecsd Auditer

B-BBEE rating: Level 2 contributor in terms of the Charternd Accbt:mta'ncy' Pratession Sector Cotde
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The company secretary of the company has made a report of suspected fraud by an employee against Neotel,
in connection with the Consultancy Arrangement and the abovementioned CISCO fee, to the South African
Police Service in terms of the Prevention and Combatting of Corrupt Activities Act 12 of 2004. This was

done after a forensic investigation was carried out,

The Chief Executive Officer and Chief Financial Officer (collectively "the Officers"), being persons
responsible for the management of the company, failed to conduct appropriate background checks on the
agent that the company contracted with, prior to entering into the Consultancy Arrangement and making
the substantial payments (including the Cisco fee) thereunder. In our view there is reason to believe that

the Officers did not —

1. apply duc care, skill or diligence in anthorising the Consultancy Arrangement and in accepting the
Cisco fee arvangement;

2. make due or adequate enquiries with respect to the actual activity to be performed by the agent,
having regard to the nature of the Consultancy Arrangement and the magnitude of the payments

committed thereunder; or
3. adequately interrogate and/or question the fees payable for the required activity.

The Officers, having nevertheless proceeded to approve and implement the Consultancy Arrangement
without adequate information as to what exactly the agent would do pursuant thereto, must, in our view,
have reconciled themselves with the improper conduct of the agent and the ramifications and consequences

thereof,

In our opinion, this constitutes an unlawful act or omission committed by any person responsible for the
management of an entity, which is likely 1o cause material financial loss to the entity or to any pariner,
member, shareholder, creditor or investor of the entity in respect of their dealings with the entity, is
fraudulent or amounts to theft, and/or represents a material breach of any fiduciary duty owed by such
person (o the entity or any partner, member, shareholder, creditor or investor of the entity under any law
applying to the entity or the conduct or management thereof,

For ease of reference, section 76(3) refers:

...Subjeci to subsections (4) and (3), a direcior of a company, when acting in thar capacily, must exercise
the powers cord perfori the functions of divector
a) in good faith ind for a proper prrpose;
b) in the best inferests of the company; and
with the degree of care, skill and diligenice that may reasonably be expected of a
¢} person—
carrying out the sawe functions in relation to the company as those carried ont
i by that direcror; and
i) having the general knowledge, skill and experience of that director,
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Asrequired by the Auditing Profession Act, we will be communicating these matlers (o the members of the
Board of Neotel Proprietary Limited. We will report further to the Independent Regulatory Board for

Auditors by 13 Anguost 205,
Please acknowledge receipt of this report.

Yours faithfully

Andire Dennis
Registered Awditor
Deloitte & Touche

IRBA registration number: 334480
Email: adennis(@deloitte.co.za
Telephone (office): 011 806 5184
Telephone (cell): 082 566 3707







tnspiring Possibilities

7 August 2015

Deloitte & Touche
Registered Auditors
Johannesburg

Mr A J Dennis, Partner

Dear Sirs
Reportable Irregularity in terms of the Auditing Profession Act

We acknowledge receipt of your letter dated 14 July 2015 which enclosed a copy of your report o the
Independent Regulatory Board for Auditors (“IRBA"). That letter records your opinion that conduct on the
part of the Chief Executive Officer and the Chief Financial Officer {collectively “the Officers”) constitutes
unlawful acts or omissions of the Officers as persons responsible for the management of the company which
meet one of the criteria set out in the definition of a reportable irregularity in the Auditing Professions Act

(“the Act”).

Your letter extends an invitation to meet with the Board to discuss the matter and calls for a response as
soon as possible but no fater than 1 August 2015.

There have, of course, been extensive and ongoing discussions with you by various board members. You
have also reviewed the report made by the company in terms of the Prevention and Combatting of Corrupt
Activities Act and were afforded the opportunity to meet with and question the independent firm of attorneys
which conducted the forensic investigation which, amongst other things, gave rise to the statutory report.
The Board believes that you are aware of its actions in:

1. authorising the report in terms of PRECCA with a view to the investigation by the South African
Police Service of any possible criminal conduct by persons involved in the transactions which are the

subject matter of your report;

2, issuing & formal written requirement to Homix (Pty) Ltd for an accounting of its activities in respect of
the two transactions as a starting point for the consideration of civil proceedings against that entity;

3. initiated the process for the consideration of intemal disciplinary proceedings by the appointment of
independent legal advisors (not those that have conducted the forensic investigation of which you are
aware) to investigate and initiate such internal disciplinary proceedings as are lawfully required,
which has resulted in the Officers proceeding on special leave of absence to facilitate the unimpeded

pursuit of the process;

4. sefting in motion a revision and strengthening of the company’s internal system of controls with a
view to ensuring the integrity of its procurement practices; and

Neote! (Pty) Ltd L
Reg No. 2004/004518/07

44 Oid Prateria Main Road, Haliway Houss, Midrand, 1685, Gauteng, South Africa
Telephona number +27 (0)11 $85 000C | Facsimile number +27 (0)11 535 0001
DIRECTORS: N Srinath® {Non-Exscutive Chainman}, S Joshi**** (Managing Director & Chief Exacutive Officer), R Dhewan®, VA Kutfar***** , K Msmani,

A Qifner**, T Pham ***, 5G Ranade”

ALTERNATE DIRECTOR: S5 Nisaluba

(*Indian, **Namibian, *~American, ***"New Zealander, *****Singaporean)
Page 1 of 3
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5, engaging with the contractual counterparties with a view to the protection of the company's interest to
the extent required by such contracts.

We also believe that you are aware of the strain which these actions have placed upon the company's
resources and regret the time that it has taken to respond to your letter.

The Board has given due consideration to the information available to # as a result of the independent
investigations which it has authorised. The results of these investigations have been communicated to you
directly both in correspondence and by affording you access to the independent attorneys who havs

conducted the investigation.

On the basis of the information available to it following investigations conducted to date — in particular, in
circumstances where these investigations have found no dishonesty on the part of the Officers — the Board is
unable to conclude that there is appropriate evidence to support your conclusion of deliberate or reckless
conduct on the part of the Officers (a necessary inference to be drawn from your assertion that the Officers
“reconcile themselves with the improper conduct of the agent and the ramifications and consequences

thereof”}.

The Board, however, recognises that there has been non-compliance with existing internal procedures and
controls and has embarked on a process of active steps to prevent repetition of this and to strengthen the
standard of the internal controls. It has, and will continue to, require that these improvements be discussed

with you.

The Board has taken active and adequate steps to prevent any repetition of any breach of the company’s
internal control systems. The further investigation of the matter and the special leave of absence of the
Officers will ensure that no further breach of the company’s internal control procedures occur.

Central to your letter under reply is the assertion that a reportable irregutarity has taken place in copnection
with the conclusion by the company of two consultancy agresments with Homix (Pty) Lid. We have
previously addressed you on this issue. We confirm that we communicated to you that the directors of the
company on 20 July 2015 passed a resolution in which the issue of the CEO’s authority was
comprehensively addressed. In summary, the salient aspects of the resolution, a copy of which is attached,

are the following:

1. The Board has not deviated from its view that Mr Joshi, as Managing Director/CEO, had the
delegated authority to engage Homix in December 2014, in circumstances set cut more fully in the

resolution.

2. Subject to point 3 below, the Board confirmed and ratified, to the extent necessary, the authority of
Mr Joshi in his afaresaid capacity, to engage Homix in the particular circumstances, provided that the
confirmation and ratification shall not constitute endorsement by the Board of the actions of Mr Joshi

in concluding the contracts.

3. With the limited exception of the ratification of authority described in point 2 above, the confirmation
and ratification shall not detract from the Board’s continuing review of the circumstances surrounding
the Homix engagement and matters ancillary thereto, including, but not limited to any failure on the
part of any party or person to comply with applicable law and without any restriction in respect of any
of the company’s rights or remedies concerning the Homix engagement.

Nagial (Pty) Ltd
Reg No. 2004/004618/07

44 Qld Pretoria Main Road, Haftway House, Midrand, 1685, Gautenp, Soulh Africa. /
Telephone numbaer +27 (4)11 585 000D | Facsimile number +27 (0)11 585 0001 ~
DIRECTORS: N Srinath® (Non-Executive Chairman), § Joshl**** (Managing Director & Chief Executive Officer), Rl Dhawan®, VA Kumar*™***, K Mamani,

R Ofingr**, T Pham ***, 53 Ranade”

ALTERNATE DiRECTOR: S Nisaluba

(Fingian, **Namibian, ***American, ***‘New Zealander, **"**Singaporean)
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We would be happy to engage with you in regard to any further steps that you consider that the Board should
take.

Yours faithfully

Kennedy Memani
Director in Charge

nantel.ca.za Naotel (Piy) Ltd
Reg Ne. 2004/004618/07

44 Qig Pratoria Main Road, Haifway Heuse, Midrand, 1685, Gauteng, South Africa
Telephone numbar +27 ()11 585 0000 | Facsimils number +27 (0)11 585 0061
DIRECTORS: N Srinath* {Nen-Executive Chairman), S Joshl**** (Managing Diractor & Chief Exacwtive Officer), R Dhawan®, VA Kumar=*** , K Memani,

A Oiiner**, T Pham ***, SG Ranade"

ALTEANATE DIRECTOR: SS Nisakiba

("Indian, “*Mamibian, ***Americar, ****New Zealander, *"***Singaporaan)

Page3of 3






MAKE

THINGS.

HAPREN: NEDBANK

CIB

To: Mr, Kennedy Memani
Neotel Proprietary Limited
44 0ld Main Pretoria Road
Halfway House
Midrand

Johannesburg
The Finance Parties (as defined in the LFCTA), the IDC MF Lender and the Finance Parties (as

Copy io:
defined In the Property Loan Agreement)

14 December 2015

Dear Sirs

AGENT APPROVAL: EXTENSION TO DEADLINE FOR SUBMISSION FOR MONTHLY MANAGEMENT ACCOUNTS
AND ANNUAL FINANCIAL STATEMENTS; EXTENSION TO BRIDGE LOAN; AND REQUEST FOR WAIVERS UNDER

THE WAIVER REQUEST LETTER

1. We refer to:
11 the agreement titled “Long Term Finance Common Terms Agreement” signed on or about 10
December 2008 between, inter affa, Neotel Proprietary Limited, Nedbank Limited, Investec Bank
Limited, The Development Bank of Southern Africa Limited, Industrial Development Corporation
of South Africa Limited, Infrastructure Finance Corporation Limited, State Bank of India Limited,
Deutsche Investitions- Und Entwicklungsgesellschaft mbH, Neotel Security Company Proprietary
Limited and Neote! Business Support Services Proprietary Limited as amended and/or restated

from time to time (the “LFCTA”);

1.2 the agreement titled “Loan Agreement” signed on or about 29 July 2010 between Nedbank
Limited, Investec Bank Limited, Olivewood Trading and Invest 40 Proprietary Limited, Neotel
Proprietary Limited and Neotel Business Support Services Proprietary Limited, as amended
and/or restated from time to time (the “Property Loan Agreement”);

1.3 the agreement titled “IDC Mezzanine Facility Agreement” signed on or about 10 December 2008
between Industrial Development Corporation of South Africa Limited, Nedbank Limited, Neotel
Security Company Proprietary Limited, Neotel Proprietary Limited and Neotel Business Support
Services, as amended and/or restated from time to time {the “IDC MF Agreement”);
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1.4 the agreement titled “Short Term Loan Agreement” signed on or about 21 March 2013 between
Nedbank Limited and Neotel Proprietary Limited, as amended and/or restated from time to time

(the “Bridge Loan Agreement”);

15 your letter dated 27 Jjuly 2015 entitled “Notice of Default and request for waiver pursuant to the
Long Term Financing arrangements” (the “Waiver Request Letter”);

1.6 your letter dated 11 September 2015 entitled “Bridge Loan — Request to LFCTA Lenders: Request
for extension and to incur Permitted Financial Indebtedness” (the “Bridge Loan Extension
Request”);

1.7 your letter dated 18 September 2015 entitied “Extension Request: Clause 32.4.4 refating to the
delivery of monthly management accounts for the last month of the financial quarter as amended
by the Borrower's audit committee, as well as, clause 32.7.3.9 in terms where a board resolution
is required” (the “Management Account Extension Request”);

18 your letter dated 18 September 2015 entitled “Extension Request: Clause 32.4.1 refating to the
delivery of Audited Annual Financial Statements, as well as clause 32.6.1 telating to the
certification and accompaniments required” (the “AFS Extension Regquest”};

1.9 your letter dated 4 November 2015 entitled “Extension Request: clause 32.7.3.9 in terms where a
board resolution is required” (the “Board Resolution Extenslon Request”);

1.10 our letter dated 28 August 2015 entitled “Re: Notice of Default and Reqisest for Waiver” which
was issued by the Agent in response te the Waiver Request Letter (the “Walver Response
Letter”);

1.11 your letter dated 9 July 2015 entitled “EBITDA Breach Certificate” (the “Second EBITDA Breach
Waiver Request Letter”);

1.12 your letter dated 7 October 2015 entitled “EBITDA Breach Certificate” {the “Third EBITDA Breach
Woalver Request Letter”); and

1.13 your letter entitled “Notice of Defoult and request for waiver pursuant to the Long Term
Financing Arrangements - supplementary Letter” which Is supplementary to the Request Letter
(the “Supplementary Waiver Request Letter”).

Capitalised terms not otherwise defined herein shall, uniess the context otherwise requires, have the

meanings glven to them in the LFCTA, the Property Loan Agreement, the IDC MF Agreement, the Bridge

Loan Agreement, the Waiver Request Letter, the Second EBITDA Breach Waiver Request Letter, the Third
EBITDA Breach Walver Request Letter and the Supplementary Waiver Request Letter, as appropriate,

We write to you In our capacity as:
31 the Agent of the Finance Parties and the IDC MF Lender; and

3.2 the Lenders’ Agent under the Property Loan Agreement.

4, Due to the number of requests submitted by the Borrower (as referred to in paragraph 1 above}, we have
dealt with each of these requests in turn, under appropriate headings below.
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Reference te specific clauses of the LFCTA includes reference to the eguivalent or corresponding clauses of

the IDC MF Agreement and the Property Loan Agreement, as the case may be.

Extensian to deadline for submission for Monthly Management Accounts, Annual Financial Statements

and Board Resolution

6.1
6.1.1

6.1.2

6.2

6.3

631

6.3.2

Pursuant to the Management Account Extension Request, we hereby:

confirm that the board resolution required to be delivered by no Jater than 45 days after the
Financial Quarter ending 30 June 2015 in terms of clause 32.4.4 of the LECTA {as read with
clause 32.7.3.9 of the LFCTA) was delivered on 22 September 2015 and, accordingly, any
breach of clause 32.4.4 of the LFCTA arising out of the failure to deliver the board resolution
by such date is hereby waived; and
consent to an extension of the date for delivery of the Monthly Managements Accounts in
terms of clause 32.4.4 of the LFCTA fo no later than 31 December 2015.
Pursuant to the AFS Extension Request, we hereby consent to an extension of the date for
delivery of the audited Annual Financial Statements in terms of clause 32.4.1 of the LFCTA to no
later than 32 December 2015.

Pursuant to the Board Resolution Extension Request, we hereby consent to an extension of the
date for delivery of;

the cashflow forecast and analysis in respect of the Group and each Group Company relating
to the balance of the Financial Year in terms of clause 32.7.3.2 of the LFCTA; and

a board resolution of the board of directors of the Borrower in terms of clause 32.7.3.9 of the
LFCTA,

to no later than 31 December 2015.

Extension to Bridze Loan

7.1 Pursuant to the Bridge Loan Extension Request, we hereby consent to the Final Repayment Date
under the Bridge Loan Agreement being extended to the earlier of:
711 30 June 2016;
7.1.2 the date upon which the transactions contemplated in the Sale Agreement are successfully
and finally completed in accordance with clause 5 of the Sale Agreement; and
713 the date falling 60 days after the Sale Agreement Failure Date,
{the “Extended Final Repayment Date”).
7.2 The Borrower has also requested an increase in the amount of Permitted Financial Indebtedness
under the LFCTA to allow for:
7.2.1 any additional interest on all principal amounts currently outstanding under the Bridge Loan
Agreement during the period up to and until the Extended Final Repayment Date; and
7.2.2 an increase in the amount of funding availabie under the Bridge Loan on the following terms:
Investment Banking Block F, 5th Floor, Nedbank 135 Rivortia Campus, 135 Rivonfa Road, Sandown, Sandton, 2196

PO Box 1144, Johanhesburg, 2000, South Africa Tel 011 294 4444 Fax 011 295 1111
nedbank.co.za

Directors: V Naidoo (Chairman) MWT Brown (Chief Execulive} DXT Adomakoh {Ghanalan} TA Boardman BA Dames ID Gladman {British)
PB Hanratty (irfsh} JB Hemphlll PM Makwana Dr MA Matocane NP Mnxasana RK Morathi (Chief Financial Officer) 1K Netshitenzhe
MC Nkubiu (Chief Operating Officer) S Subramoney M| Wyman (British] Comipany Secretary: TSB fali 25.11.201%

Nedbank Corgorate and Investment Aanking is a divislen of Nedbank Limited Reg No 1951/000009/05. Authorised financtal services and fegistered ceedit provider (NCRCP1E),

A fggi OLDMUTUAL, o

NEDBANK

&



MAKE
THINGS
HAPPEN:

NEDBANK
cIB

7.2.21 a new facllity in a maximum amount equal to R732,000,000 (the “New Facliity”) to be
made available to the Borrower under the Bridge Loan Agreement for the purposes of
funding the working capital requirements of the Borrower;

7.2.2.2 the Borrower shal! be entitled to request several advances under the New Facility prior to
the Extended Final Repayment Date; and

7.2.23 interest shall accrue on each advance under the New Facility at the Interest Rate {as
currently defined in the Bridge Loan Agreement) from the date of each advance up to and

until the Extended Final Repayment Date.

7.3 The New Facility will be in addition to the funding already advanced under the existing Bridge
Loan Facility. The Lender {as defined in the Bridge Loan Agreement) has informed us that the
outstandings under the Bridge Loan Agreement {excluding the New Facility) will amount fo
R844,000,000 as at 31 December 2015 (which amount shall include alt amounts of principal
advanced thereunder plus accrued and capitalised interest thereon).

74 We hereby consent to the request set out in paragraph 7.2 above,

Request for waiver(s) under the EBITDA Breach Waiver Request Letters

8.1 Pursuant to paragraph 8 of the Second EBITDA Breach Waiver Request Letter, we hereby waive
the Second EBITDA Breach and any Event of Default which may occur as a result of the
occurrence of the Second EBITDA 8reach.

8.2 Pursuant to paragraph 8 of the Third EBITDA Breach Waiver Request Letter, we hereby waive the
Third EBITDA Breach and any Event of Default which may occur as a result of the occurrence of

the Third EBITDA Breach.

Redguest for waiver[s) under the Waiver Request Letter

We have noted the contents of the Supplementary Waiver Request Letter and the responses o the Waiver
Response Letter set out therein. We have dealt with each of the items set out in the Waiver Request Letter

in the order as they appear in paragraph 5 of that letter, as below,

We have been advised by the Borrower that it is in breach of the representations and warranties made by
the Borrower under clauses 65.6 and 49.2.5.1.5 of the Transnet MSA (which relate to the payment by the
Borrower of a fee to any person which Is contingent upon or resulted from the award or execution of the
Transnet MSA), and in relation to which we have been advised that no steps have been taken by Transnet
or any other party in relation to such breach (the “MSA Representation Breaches”}.

9.1 Waiver requested In Paragraph 5.2(1)(a) and 5.2(1}(b) — Sanctionable Practices

Insofar as the acts or omissions of the General Manager as described in- paragraphs 4.2(3) and
4.2{4) of the Waiver Request Letter constitute Sanctionable Practices as described in clauses
1.150A.2 and 1.190A.4 of the LFCTA and to the extent that an Event of Default has accurred
under clause 41.4 and/or 41.8 of the LFCTA in respect of such Sanctionable Practices, we hereby

waive any such Events of Default.

Block F, 5th Floor, Nedbank 135 Rivonia Campus, 135 Rivonia Read, Sandown, Sandton, 2196
PO Box 1144, Johannesburg, 2000, South Africa Tel 013 294 4444 Fax 011 295 1111

nedbank.co.za

Investment Banking

Directors: V Naidoe {Chairman) MWT Brown (Chief Executive) DKT Adomakah {Ghanaian) TA Boardman BA Dames ID Gladman {British}
PR Hanratty (Irish} JB Hemphill PM Makwana Dr MA Matooane NP Maxasana RK Morathi {Chief Financial Officer) IK Netshitenzhe
MC Nkuhlu {Chief Operating Officer) S Subramoney Ml Wyman (British) Company Secretary: TS8 Jali 25.11.2015

Nedbank Corporate ard Investment Banking Is a division of Nedbank Limited Reg No 1953/000003/06. Authorised financial services and reglstered credit provider (NCRCP16),

Aearis (50 OLDMUTUAL 5.0 ' é



MAKE
THINGS
HAPPEN:

NEDBANK
CIB

9.2 Waiver requested in Paragraph 5.2(2){b}{i) - Early Termination of the Transnet MSA

If and to the extent that a Potential Event of Default has occurred under clause 41.4 of the LFCTA
(as read with clause 30.16.3 of the LFCTA} and clause 41.21.2 of the LFCTA, as a result of the MSA
Representation Breaches, we hereby waive any such Potential Event of Default,

9.3 Walver requested in paragraph 5.2(2)(b}{ii) —Breach of representations under the Transnet
MSA

If and to the extent that an Event of Default has occurred under clause 41.4 of the LFCTA (as read
with clause 30.16.4 of the LFCTA)} arising out of the MSA Representation Breaches, we hereby

waive any such Event of Default.

9.4 Waiver requested in Paragraph 5.2({2)(b}(ili) - Invalidity of the MSA

9.4.1 The Borrower has not specified the basis upon which it has requested this waiver or specified
the nature or extent of the circumstances under which the Transnet MSA is or cotld be found
to be invalld or unenforceable. Based on the information provided, it appears to us as though
no Default has occurred and/or is continuing in this respect,

9.4.2 Accordingly, we da not think it is appropriate to provide this waiver.

9.5 Waiver requested in Paragraph 5.2{2){b)(iv) — lilegality or Invalidity of the MSA

9.5.1 The Borrower has not specified the basis upon which it has requested this waiver or specified
the nature or extent of the circurnstances under which the Transnet MSA is or could be found
to be illegal, invalid or unenforceable. Based on the information provided, it appears to us as
though no Default has occurred and/or is continuing in this respect.

9.5.2 Accordingly, we do not think it is appropriate to provide this waiver.

9.6 Waiver requested in Paragraph 5.2{2)(b)(v) - Compliance with Laws

9.6.1 The Barrower has not specified the basis upon which it has requested this waiver or specified
the nature or extent of the Borrower’s non-compliance with applicable Laws in performing its
obligations under the MSA. Based on the information provided, it appears to us as though ne

Default has occurred and/or is continuing in this respact.

5.6.2 Accordingly, we do not think it is appropriate to pravide this waiver.

9.7 Waiver requested in Paragraph 5.2(2)(b}{vi) ~ Compliance with the Transnet MSA

If and to the extent that an Event of Default has occurred under clause 41.7 of the LFCTA {as read
with clause 35,6 of the LFCTA} arising from the MSA Representation Breaches, we hereby waive
any such Event of Default.

9.8 Waiver requested in Paragraph 5.2(2)(b}(vil) - Termination of the Transnet MSA
9.81 Pursuant to clause 41.8 of the LFCTA {as read with clause 36.6 of the LECTA}, no Default will
occur unless an Obligor agrees to:
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9.8.1.1 the repudiation, termination, cancellation or suspension of the Transnet MSA, other than
any termination as a result of the effluxion of time;
9.8.1.2 waive in favour of any person, compliance with any material provision of the Transnet
MSA,
9.8.2 We have not keen provided with any information that indicates that an Obligor has agreed to

any of the circumstances set out in paragraphs 9.8.1.1 or9.8.1.2 above. Accordingly, we do
not think it is appropriate to provide this waiver.

The waivers set out in this paragraph 9 are granted solely on the basis of the information and documents
provided to us set out in {and attached to} the Waiver Request Letter and the Supplementary Waiver
Request Letter, Should any additional information or documentation become available or be disclosed to
us, other than as disclosed in the Waiver Request Letier and the Supplementary Walver Request Letter,
the Finance Parties and the IDC MF Lender hereby reserve all of thelr rights under the Finance Documents
in respect of any such further information and/or documentation.

Please confirm your acceptance and agreement to the aforegoing by countersighing this Jetter and
returning the signed duplicate original letter to the address specified above,

This letter shall be designated as a Finance Document.
This letter shall be governed by the laws of the Republic of South Africa,

Yours fai ‘
-
\‘___'__,.——’

Nedb§n ited (as Agent of the Finance
Parties ajjd the IDC MF Lender and as

Nedbank Limited {as Agent of the Finance
Parties and the IDC MF Lender and as

Lender’s fAgent) Lender’s Agent)

Date: W’/lZ/ZC”g Date: W/IZ /200"

Accepted and agreed

Neotei Proprietary Limited

Duly Authorised

Date:

Investment Banking
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To: Mr. Kennedy Memani
Neotel Proprietary Limited
44 Old Main Preloria Road
Haliway House
Midrand
Johannesburg

Copy to: The Finance Parties (as defined in the LFCTA), the IDC MF Lender and the Finance Parlies {as
defined in the Property Loan Agreement)

30 June 2016

Dear Sirs

AGENT APPROVAL: REQUEST FOR WAIVERS UNDER THE WAIVER REQUEST LETTER

1. We refer to:

1.1 the agreement titled “Long Term Finance Common Terms Agreement’ signed on or about 10
December 2008 between, infer alia, Neotel Proprietary Limited, Nedbank Limited, Investec Bank
Limited, The Development Bank of Southem Alfrica Limited, Industrial Development Corporation of
South Africa Limited, Infrastructure Finance Corporation Limited, State Bank of India Limited,
Deutsche lnvestltlons- Und Entwicklungsgeselischaft mbH, Neotel Security Company Propnetary
Limited and Neotel Business Support Services Proprietary Limited as amended and/or restated
from time io t;me (the "LFCTA")

1.2 the agreement titled “Loan Agreemsnf’ signed on or about 29 July 2010 between Nedbank
Limited, Investec Bank Limited, Ofivewood Trading and Invest 40 Proprietary Limited, Neotel
Proprietary Limited and Neotel Business Support Services Proprietary Limited, as amended and/or
restated from time to time (the “Property Loan Agreement™);

1.3 the agreement titled *IDC Mezzanine Facility Agreement’ signed an or about 10 December 2008
between Industrial Davelopment Comoration of South Africa Limited, Nedbank Limited, Neotel
Security Company Proprietary Limited, Neotel Proprietary Limited and Neotel Business Support
Services, as amendad and/or restated from time to time (the IDC MF Agreement")

1.4 the agreement titled “Short Term Loan Agreement’ signed on or about 21 March 2013 hetwesn
Nedbank Limited and Neote! Proprietary Limited, as amended and/or restated from time to time
(the “Bridge Loan Agresment’);

1.5 your letter dated 19 January 2016 entitled "EXTENSION REQUEST:. CLAUSE 32.4.1 RELATING
TO THE DELIVERY OF AUDITED ANNUAL FINANCIAL STATEMENTS, AS WELL AS CLAUSE
32.6.1 RELATING TO THE GERTIFICATION AND ACCOMPANIMENTS REQUIAEL" (the “AFS
Extension Request Letier’);

1.8 your letter dated 9 March 2016 entitlied “Annual Opersting Plan” (the “AOP Request Letter");

Investment Banking Biock ¥, 5th Floor, Nedbank 135 Rivonia Campus, 135 Rivonla Road, Sandawn, Sandton, 2196
SRS PO Box 1144, Johannesburg, 2000, South Africa Tel 011 294 4444 Fax 011 295 1111
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1.7 your letter dated 29 March 2016 entitled “BRIDGE LOAN- REQUEST TO LFCTA LENDERS:
REQUEST FOR EXTENSION AND TO INCUR PERMITTED FINANCIAL INDEBTEDNESS' (the
“Bridge Loan Request Letter”);

1.8 your letter dated 12 April 2016 entitled *“WAIVER REQUEST: CLAUSE 1.38 RELATING TO DEBT
SERVICE RESERVE REQUIRED BALANCE (SENIOR), AS WELL AS CLAUSE 1.196 RELATING
TO THE SENIOR DEBT SERVICE" {the “DSRA Waiver Request Letter");

1.9 your letter dated 20 April 2016 entitled “Notice of Default and request for waiver pursuant to the
Long Term Financing arrangements” (the “Waiver Request Letter”); and

1.10 your letier dated 6 May 2016 entitled “EXTENSION REQUEST: CLAUSE 32.4.4 RELATING TO
THE DELIVERY OF MANAGEMENT ACCOUNTS FOR THE LAST MONTH OF THE FINANCIAL
QUARTER AS AMENDED BY THE BORROWER'S AUDIT COMMITTEE, AS WELL AS, CLAUSE
32.7.39 IN TERMS WHERE A BOARD RESOLUTION IS REQUIRED" (the “Management
Account and Board Reaslution Extension Request Letter”).

Capitalised terms not atherwise defined herein shall, unless the contexi otherwise requires, have the
meanings given to them in the LFCTA, the Property Loan Agreement, the IDC MF Agreement, the Bridge
Loan Agreement, the AFS Extension Request Letter, the AOP Request Letter, the Bridge Loan Request
Letter, the DSRA Waiver Request Letter, the Waiver Request Letter and the Management Account and
Board Resolution Extension Request as appropriate.

We write to you in our capacity as:

a.t the Agent of the Finance Parties and the IDC MF Lender; and

3.z the Lenders’ Agent under the Property Loan Agreement.

Due to the number of requests submitted by the Borrower {as referred to in paragraph 1.above), we have
deait with each of these requests in turn, under appropriate headings below., '

Reference to specific clauses of the LFCTA includes relerence to the equivalent or corresponding clauses of
the IDC MF Agreement and the Property Loan Agreement, as the case may bae.

Extension to deadline for submission for Monthly Management Accounts, Annual Financial
Statements and Board Resolution

6.1 'Pursuan't to the AFS Extension Request Letter, we hersby consent 1o an exlension of the date of
delivery of:
6.1.1 the audited Annual Financial Statements, for the year ended 31 March 2015, in terms of clause
82.4.1 of the LFCTA; '
6.1.2 the calculations, in terms of clause 32.6.1.1 of the LFCTA, of Excess Cash Flow for the year

ended 31 March 2015 and calculations as to compliance with all financial covenants in terms of
clause 34 of the LECTA (other than those set out in clauses 34.2.4 to 34.2.7 of the LFCTA);

6.1.3 the certificate fo be issued, in terms of clause 32.6.1.2 of the LFCTA, by the chief financial
officer of the Group Company glving a true and fair view of its consolidated financial condition
and operations as of the year ended 31 March 2015, which certificate shall be accompanied by
a management report addressed fo the management of the relevant Group Company; and

614 the directors report, in terms of clause 32.6.1.3 of the LFCTA, comparing the actual
performance of the Borrower for the period to which the Annual Financial Statements of year
endad 31 March 2015 relate against the actual performance in the corrasponding period in the
Financial Year ended 31 March 2014 of the Borrowsr, the Group and where relevant each

other Group Company,
to no later than 30 June 2016.
6.2 Pursuant to the Maﬁage_ment Account and Board Resolution Extension Request Letter, we hereby
consent ta an extension of the date of delivery of: '
6.2.1 the Monthly Management Accounts in terms of clause 32.4.4 of the LFCTA; and
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6.2.2 a board resolution of the board of directors of the Borrower in terms of clause 32.7.3.9 of the
LFCTA;

for each of the periods set out in paragraph 10 of the Management Account and Board Resolution
Extension Request Letter, to no later than 29 July 2016.

Extension to Bridge Loan
Pursuant to the Bridge Loan Request Letter, we hereby consent to:

7.4 the Final Repayment Date under the Bridge Loan Agreement being extended to 31 December
2016 (the “Extended Final Repayment Date”); and

7.2 an increase in the amount of Permitted Financial Indebtedness under the LFCTA to allow for any
additional interest on all principal amounts currently outstanding under the Bridge Loan Agreement
during the period up to and until the Extended Final Repayment Date. '

L]

Request for waiver in respect of the Debt Service Reserve Account
Pursuant to the DSRA Waiver Request Lelter, we hereby:

8.1 waive the Borrower's historical non-compliance with clause 21.1.2 of the LFCTA (as read with
clauses 1.38 and 1.196 of the LFCTA) up to the date of this letter in relation to the funding of the
Debt Service Ressrve Account with all accrued and unpaid interest undar the Senior Facilities; and

8.2 agree that, from the date of this letter untit 31 March 2017, the Borrower shall not be obliged to
fund the Debt Service Reserve Account with all accrued and unpaid interest under the Senior
Facilities, save for the accrued and unpaid interest on the STLF Loans mada by or owing to DEG
and INCA. Accordingly, with effect from the date of this letter, the Borrowsr shall be obliged to fund
the Dabt Service Reserve Account with all accrued and unpaid interast on the STLF Loans made
by or owing to DEG and INCA. '

Request for walver(s) under the Waiver Request Letter

9.1 Based on the information provided by the Borrower in paragraphs 6 and 7 of the Waiver Request
Letter (and the attachments to the Waiver Request Letter), it appears to us there is no breach of:

9.1.1 clause 30.20A of the LFCTA (as read with clause 41.4 of the LFCTA); and

9.1.2 clause 36.18 of the LFCTA (as read with clause 41.8 of the LFCTA),

which has not been waived in paragraph 9.1 of our letter to the Borrower dated 14 Dacember 2015
and entitted "AGENT APPROVAL: EXTENSION TO DEADLINE FOR SUBMISSION FOR
MONTHLY MANAGEMENT ACCOUNTS AND ANNUAL FINANCIAL STATEMENTS;
EXTENSION TO BRIDGE LOAN; AND REQUEST FOR WAIVERS UNDER THE WAIVER
REQUEST LETTER". Accordingly, we do not think it is appropriate to provide the waivers
requested in paragraph 9.2 of the Waiver Request Leiter.

9.2 Our commenits set out in paragraph 9.1 above are provided on the basis of the information and
documents provided to us set out in (and attached to) the Waiver Request Letter. We confirm that
we have not had sight of the Werksmans Report. Should any additional information or
documnentation become available or be disclosed to us, other than as disclosed in the Waiver
Request Letter, the Finance Parties and the IDC MF Lender heraby reserve all of their rights under
the Finance Documents in respect of any such further information and/or documentation.

Annual Operating Pian

Pursuant to the AOF Request Letter we hereby approve the AOP for FY17 and foracast for the next two
years, as requested in paragraph & of the AOP Requast Letier.

Please confirm your acceptance and agreement to the aforegoing by countersigning this letter and returning
the signed duplicate original letter to the address specified above.

This letter shall ba dasignated as a Finance Document.

Page3of 5_



MAKE
THINGS
HAFPEN

NEDBANK
ciB

13.  This letter shall be govemed by the laws of the Republic of South Africa.

Yours laithfully

v N
Nedba Limited (as Agent of the Nedbank Limited (as Agent of the
Financef Parties and the IDC MF Lender Finance Parties and the IDC MF Lender
and as Lenders Agent) and as Lender's Agent)
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Accepted and agreed

Neotel Proprietary Limited
Duly Authorised

Date;
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Deloitte

Dieloitie & Toucha
Registered Auditors
Aucit - Gauteny
vawideioftie com

8 Febrnary 2016

Buildings 1 and 2
Deloiite Place

The Woadkands
Yoodlands Drive
Wondmead Sandton
Private Bag %6

Gilo Marnor 2062
South Africa

Dacex 19 Jshannesburg

Tek: 427 ()11 806 5000
Fax: +27 (0117 BOS 5141
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cvzz

Rivenuglk Olfice Park,
Block 8

41 Matroosherg Road
Ashlea Gardens X&
Pretoria, 0081

PO Box 17007
Hatfield G028

South Africa

Dacex 6 Pretoria

Tel: +27 {0412 482 0000
Fax: +27 (0112 960 3633

v Imran Vanker

Director: Standards

[ndependent Regulatory Board for Auditors
Building 2

(reenstone Hill Office Park

Emerald Boulevard

Modderfontein

1609

BY HAND
Telephone: (87 940 8800
Dear Sir

FIRST REPORT: REPORTABLE IRREGULARITY
Name of entity andited: Neotel Proprietary Limited
Registration number of entity: 2004/004619/07

My firm has been jointly engaged by Neotel Proprietary Limited (the Company) 1o audit the commpany’s
annual financial statements. [ am the pariner responsible for the above engagement.

I have reason to believe that a reportable irregularity, as defined in the Auditing Profession Act, has taken
place in connection with the company entering into agreements with an agentf, namely Homigx,
("Consultancy Arrangement"} in pursuit of a customer contract. This has resulted in success fees of R61
million paid to this agent. The commerciality and business/lawful purpose of the Consultancy Arrangément
remain unclear to me. Furthermore, the company paid Homix a fee of R30.3 million (“Cisco Fee
Arrangement”) in April 2014 relating to the Cisco equipment deal with the same customer.

The Chairman of the Company mandated Werksmans Attorneys to conduct an i ndependent investigation
into the facts and circumstances relating to transactions with Homix. From our inspection (completed on 5
February 2016) of the second preliminary report from Werkstmans Attorneys, dated 30 July 2015, and other
supporting information and specialist reports obtained by Werksmans Attorneys; we coneluded that the
directors and/or prescribed officers, after themselves having considered the report and such information,
ought reasonably to have known or suspected that the payments to Homix had no business or lawful purpose
as referred to in Section 29 of the Financial Intelligence Centre Act (FICA).

As such, [ have reason to believe that the directors and/or prescribed officers of the company reasonably
ought to have known or suspected that the transaction referred to above had no apparent business or lawful
purpose, and failed to report this fact to the Financial InteHigence Centre within the 15 business day period

as required in terms of Section 29 of the FICA,

Hational Bxecustive: "L Bam ChisfExequiive "AF Swirgers (hie? Oporating Ufficer *GYA Finnock Audit
¥4 Sireg Rk Aduizory N8 Kadex Tax TP Fillay Connuling § Ghva'a BRaas "K B'ack CTenis & Indusiries
I MaECL0 Totend 6 Transfonvstion *MEJarvis Finesce "M Jordan Sirafegy " Comber Reputaiiin B #55%

T Erovams Chakmian of the Board
A bt kst of paainess and diiecion & avetable on tequest » 'Par_mer and eg'stered Audtor

B-BBEE rating: Leval 2 conteibulor in terms of the Chartered Accountancy Profession Sector Code

Hember of Detoiltte Touche Tohnhatsu Limited
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Independent Regulatory Board Ior Auditors

For ease of reference, Section 29 of FICA (abbreviated here for ease of reference) is included below:

“29(1) A person who carries on a business or is in charge of or manages a business or who is
employed by a business and who knows or ought reasonably to have known or suspected that—
{b) a transaction or series of transactions to which the business is a party—
(ii) has no apparent business or lawful purpose:
must, within the preseribed pertod after the knowledge was acquired or the suspicion arose, report
1o the Cenire the grounds for the knowledge or suspicion and the prescribed particulars
concerning the transaction or series of transactions.”

[ am not able to make a legal determination in respect of the suspected unlawful act or omission, but have
exercised professional judgement, based on the evidence or information which has come to my knowledge,
incliding undertaken further investigations of information as were considered necessary in the
circumstances and conduet of cur audit.

In my opinion, the failure to report these transactions to the Financial Intelligence Centre in terins of Section
29 of the FICA constitwtes an unlawful act or omission committed by any persen responsible for the
management of an entity; which represents a material breach of any fiduciary duty owed by such person(s)
to the entity or any partner, member, shareholder, creditor or investor of the entity under any law applying
to the entity or the conduct or management thereof,

As required by the Auditing Profession Act, [ will be communicating these matters to the members of the
Board of Neotel Proprietary Limited. I will report further to the Independent Regulatory Board for Auditors

by 8 March 2016.
Please acknowledge receipt of this report.

Yours faithfully

/ ;K .
%@A’ gp&m
Andre Dennis
Registered Auditor
Deloitte & Touche

IRBA registration number: 334480
Email: adennisf@deloitte.co.za
Telephone (office): 011 806 5184
Telephone {cell): 082 566 3707







Deloitte
Deloitie & Tourhe
Registered Audilors

Avidit - Gauteng
wans.deloitte.com

8 February 2016

Buikdings ¥ angt 2
{3ekitte Place

The Woodiands
Woedlands Drive
Woodmead Saneiton
Private Bag X6

Gaiio Manor 2052
South Aftica

Boecex 10 Johanneshurg

Tel: 427 )V 806 5000

CV-141

CV23

Riveswalk Dffice Park,
Block B

41 Matroosberg Road
Ashiea Gardens X6
Pretoria, 0081

PO Box 11007
Hatfield 0028

South Afiica

Docex 6 Pretosia

Tel, 42740312 482 0008
Fax: 427 (0)12 460 3633

Mr bnran Vanker fax: +27 {0V 1 BO6 5111

Director: Standards

Independent Regulatory Board for Auditers
Buiiding 2

Greenstone Hill Office Park
Emerald Boulevard
Modderfontein

1609

BY HAND
Telephone: 087 940 8800
Dear Sir

FIRST REFORT: REPORTABLE IRREGULARITY
Name of entity andited: Neotel Proprietary Limited
Registration number of entity; 2004/004619/07

My firm has been jointly engaged by Neotel Proprietary Limited (the Company) to audit the company’s
annual financial statements. [ am the partner responsible for the above engagement.

{ have reason to believe that a reportable irregularity, as defined in the Auditing Profession Act, has taken
place in connection with the company entering into agreements with an agent, namely Homix,
("Consultancy Arrangement”) in pursuit of a customer contract. This has resulted in success fees of R6!
million paid to this agent. The commerciality or lawful purpose of the Consultancy Arrangement remain
unclear to me. Furthermore, the company paid Homix a fee of R30.3 million (“Cisco Fee Arrangement™)
in April 2014 relating to the Cisco equipment deal with the same customer.

The Chairman of the Company mandated Werksmans Attornieys to conduct an independent investigation
into the facts and circumstances relating to transactions with Homix. From our inspection (completed on 5
February 2016) of the second preliminary report from Werksmans Attorneys, dated 30 July 2015, and other
stipporting information and specialist reports obtained by Werksmans Attorneys, we concluded that the
directors and/or prescribed officers, after themselves having considered the report and such information,
onght reasonably to have known or suspected that the offence of corruption (as defined in Part I, Section 3
of Prevention and Combating of Corrupt Activities Act (PRECCA)) was committed,

As such, | have reason to believe that the directors and/or prescribed officers of the company ought
reasonably to have known or suspected that the offence of corruption was committed and failed 1o report
this offence to any police official in terms of section 34 of PRECCA.
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For ease of reference, Section 34 of PRECCA (abbreviated here for easc of reference) is included below:

34 Duty to report corrupt transactions
(1} Any person who holds a position of authority and who knows or onght reasonably to have
Known or suspected that any other person has commiticd-
{a) an offence under Part 1. 2, 3 or 4, or section 20 or 21 {in so fay as it relates to the
aforementioned offences) of Chapter 2; or ...
must report such knowledge or suspicion or cause such knowledse or suspicion to be
reported to any police official,

For ease of reference, Section 3 of PRECCA is included below:

3. Any person wito, divectly or indirectly-
{t) accepts or agrees or offers to accept any gratification from any other person, whether for the benefit of
himself or herself or [or the benefit of another person: or
fb) gives or agrees or ofters to give to any other person any aratification, whether for the benefit of that
other person or for the benefit of another person,
in erder to act, personally or by influencing another person so to act, in a nianner -
(1) that amounts 1o the-
facg) illegal, dishonest, unauthorised, incomplete, or biased: or
{bb) misuse or selling of information or material acquired in the course of the, exercise.
carrying out or performance of any powers, duties or lunctions arising out of a
constitutional, statutory, contractual or any other legal obligation:
{it) that amounis fo -
faa) the abuse of a position of authority;
fhh) a breach of trust; or
{ce) the violation of a legal duly or a set of rules;
(iii} designed to achieve an unjustified resuli; or
(iv) that amounts to any other unanthorised or pmproper inducement fo do or not 10 do anything,
is guilty of the offence of corruption.

I am not able to make a legal determination in respect of the suspected unlawful act or omission, but have
exercised professional judgement, based on the evidence or information which has come to my knowledge,
including undertaken further investigalions of information as were considered necessary in the
cirenmstances and conduct of owr audir.

I my opinion, the failure to report the suspected offence of corruption in terms of Section 34 of PRECCA
constitutes an unlawful act or omission committed by auy person responsible for the management of an
cntity, which represents a material breach of any fiduciary duty owed by such person to the entity or any
partoer, member, sharcholder, creditor or investor of the entity under any law applying to the entity or the
c¢onduet or management thereof,
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Independent Regulatory Board for Auditors

As required by the Auditing Profession Act, 1 will be communicating these matlers 10 the members of the
Board of Neotel Proprietary Limited. Twill report fither te the lndependent Regulatory Board for Auditors

by § March 2016.
Please acknowledge receipt of this report.

Yours faithfuil_y

oy

Andre Dennis
Registered Auditor
Deloitte & Touche

IRBA registration number: 334480
Email: ademnis@deloitte.co.za
Telephone (office): 011 806 5184
Telephone (cell): 082 566 3707







Deloitte
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Deloilte & Touche Buildinigs 1 ang 2 Riverwalk Office Park,
Registered Auditors Ereloitte Place Biowk B )
Audit - Gauteng The Woodlands 41 Matronsberg Road
v tdelofte com Woodiands Drive Ashlea Gardens X6
: Woodmead Sandion Predoris, 0081

Private Bag X6 PO Box 11007

Galle Manns 3052 Hatlistd 0028

South Africa South Aftica

Docex 10 fohannesbusg Pocex & Pratoria

8§ February 2016

Tel: +27 {0}11 806 5000
Fax: 27 (0)11 806 5111

Teb: +27 (0M12 482 D000
Fax: 27 (D12 460 3633

Mr limran Vanker

Director: Standards

[ndependent Regulatory Beard for Auditors
Building 2

Greenstone Hill Office Park

Emerald Boulevard

Modderfontein

1609

BY HAND
Telephone: 087 940 8300
Dear Sir

FIRST REPORT: REPORTABLE IRREGULARITY
Name of entity andited: Neotel Proprietary Limited
Regisiration number of entity: 2004/004619/07

My firm has been jointly engaged by Neotel Proprietary Limited to audit the company’s annual financial
statements. | am the partner responsible for the above engagement.

I have reason fo believe that a reportable irregularity, as defined in the Auditing Profession Act, has taken
place in connection with the company entering into back to back transactions (albeit with a margin) with a
customer and a supplier (CCTV transactions). A success fee arrangement of R45 million relating to the
CCTV transactions was made by Homix to the supplier of Neotel. The commerciality and business/lawful
purpose of fees to Homix in other transactions relating to the same customer brings into question the CCTV
transactions and the related success fees proposed and/or paid.

The Chairman of the Company mandated Werksmans Attorneys to conduct an independent investigation
into the facts and circunstances relating to transactions with Homix. From our inspection (completed on §
February 2016) of the second prelimimary report from Werksmans Attorneys, dated 30 July 2015, and other
supporting information and specialist reports obtained by Werksmans Attorneys, we concluded that the
directors and/or prescribed officers, after themselves having considered the report and such infonmation,
ought reasonably to have known or suspected that the offence of corruption (as defined in Part 1, Section 3
of Prevention and Combating of Corrupt Activities Act (PRECCA)) was committed.

As such, [ have reason to believe that the directors and/or prescribed officers of the company ought
reasonably to have known or suspected that the offence of corruption- was committed and failed to report
this offence to any police official in terms of Section 34-0of PRECCA.
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For ease of reference, Section 34 of PRECCA (abbreviated here for ease of reference) is included below:

34 Duty to report corrupt transactions
(1) Any person who bolds a position of authority and who knows or ought reasonably to have
known or suspected that any othet person has committed- ‘
(a) an offence under Part 1, 2, 3 or 4, or section 20 or 21 (in so far as it relates to the
aforementioned offences) of Chapter 2; or...
must report such knowledge or suspicion or cause such knowledge or suspicion to be
reported Lo any police official.

For ease of reference, Section 3 of PRECCA 1s included below;

3. Any person who, directly or indircctly-
(1} accepts or agrees or otfers to accept any gratification from any other person, whether for the benefit of
himself or herself or for the benefit of another person; or
fbj gives or agrees or offers to give to any other person any gratification, whether for the benefii of that
other person or for the benefit of another person,
in order to act, personally or by influencing another person 5o to act, in a manner -
(i) that amounts fo the-
faa illegal, dishonest, unauthorised, incomplete, or biased: or
fhb) misuse or selling of information or material acquired in the course of the, exercise,
carrying out or performance of any powers, duties or functions arising out of a
constituiional, siatatory, contractual or any other legal obligation:
(i1} that amounts to -
(aa) the abuse of a position of authority;
(bl) a breach of trust; or
fee) the violation of a legal duty or a set of rules;
(iii) designed to achieve an unjustified result; or
{iv) that amounts to any other unauthorised or improper inducement to do or not to do anything,

is guilty of the offence of corruption.

1 am noi able to make a legal determination in respect of the suspected unfawful act or omission, but have
exercised professional judgement, based on the evidence or information which has come to my knowiedge,
including undertaken futher investigations of information as were comsidered necessary in the

circwmstances and conduct of eur andit.

In my opinion, the failure to report the suspected offence of cormuption in terms of Section 34 of PRECCA
constitutes an unlawful act or omission commitred by any person responsible for the management of an
entity, which represents a material breach of any fiduciary duty owed by such person'to ihe enlily or any
partner. member. shareholder, creditor or investor of the entity under any law applying to the entity or the
conduct or management thereof. '
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As required by the Auditing Profession Act, I will be communicating these matiers to the members of the
Board of Neotel Proprietary Limited. 1will report further to the Independent Regulatory Board for Audirors

by 8§ March 2016,
Please acknowledge receipt of this report.

Yours taithfully

%géf’ AQMM;»

Andre Dennis
Registered Auditor
Deloitte & Touche

IRBA registration number: 334430
Email: adennis@deloitte.co.za
Telephone (office): 011 806 5184
Telephone (cell): 082 566 3707
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-Deloitte & Touche
Registered Auditors
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8 February 2016

Buildings 1 and 2
Deloitle Place
The Weodlands

Woodlands Drive

Vioodmaad Saadion
Private Bag X6

Gallo Manor 2062
South Africa

Dacex 10 Johannesburg

Tel: 427 (03t 1 805 5000
Fax:+27 (0}11 BOG 5111
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Rivebwalk Office Park,
Block B )

4% Matroosheig Rovg
Ashlea Gardens X6
Pretoria, 0081

PO Box 11007
Hatfield 0028

South Africa

Baorex & Pretoria

Tek 427 (012 482 0000
Fax: +27 (012 460 3633

Mr Imran Vanker

Director: Standards

Independent Regulatory Board for Auditors
Building 2

Greeastone Hill Office Park

Emerald Boulevard

Modderfontein

1609

BY HAND
Telephone: 087 940 8800

Dear Sir

FIRST REPORT: REPORTABLE IRREGULARITY
Name of éntity audited: Neotel Proprietary Limited
Registration number of entity: 2004/004619/07

My firm has been jointly engaged by Neotel Proprietary Limited to audit the company’s anpual financial
statements. [ am the partner responsible for the above engagement.

I have reason fo believe that a reportable irregularity, as defined in the Auditing Profession Act, has taken
place in connection with the cempany entering into back to back transactions (albeit with a margin} with a
customer and a supplier (“CCTYV transactions™). A success fee arrangement of R45 million relating to the
CCTYV transactions was made by Homix to the supplier of Neotel. The commerciality and business/lawFul
purpose of the fees to Homix in other transactions relating to the same customer brings into question the
CCTYV transactions and the related success fees proposed and/or paid.

The Chairman of the Company mandated Werksmans Attorneys to conduct an independent investigation
into the facts and circumstances relating to transactions with Homix. From our inspection {completed on 5
February 2016) of the second preliminary report from Werksmans Attomeys, dated 30 July 2015, and other
supporting information and specialist reports obtained by Werksmans Attorneys, we concluded that the
directors and/or prescribed officers, after themselves having considered the report and such information,
ought reasonably to have known or suspected that the transaction entered into between the company and
customer may have arisen due to a fee proposed or paid by the supplier to Homix that had no business or
lawfiil purpose as referred to in Section 29 of the Financial Intelligence Centre Act (FICA).

As such, 1 have reason to believe that the directors.and/or prescribed officers of the company reasonably
ought to have known or suspected that the transaction referred to above had no apparent business o lawful
purpose, and failed to report this fact to the Financial Intelligence Centre within the 15 business day period

as required in terms of Section 29 of the FICA. )
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For ease of reference, Section 29 of FICA (abbreviated here for ease of reference) is included below:

#29(1) A person who carries on a business or is in charge of or manages a business or who is
employed by -a business and who knows or ought reasonably to have known or suspected that—
(b) a ransaction or serics of transactions to which the business is a party—
(ii) has no appavent business or lawful purpose;
must, within the preseribed period after the knowledge was acquired or the suspicion aroseé, report
to the Centre the grounds for the knowledge or suspicion and the prescribed particulars
concerning the transaction or series of transactions.™

[ ani not able to make a legal determination in respect of the suspected unlawful dct or omission, but have
exercised professional judgement, based on the evidence or information which has come to my knowledge,
mcludmg undertaken fuither investigations of information as were considered necessary in the
circumstances and conduct of our aundit.

In my opinion, the failure to report the transaction to the Financial Intelligence Centre in terms of Section
29 of the FICA constitutes an wilawful act or omission committed by any person responsible for the
management of an entity, which represents a material breach of any fiduciary duty owed by such person to
the entity or any partner, member, sharcholder, creditor or investor of the entity under any law applying to
the entity or the conduct or management thereof.

As required by the Auditing Profession Act, [ will be communicating these matters to the members of the
Board of Neotel Proprietary Limited. 1will report furtherto the Independent Regulatory Board for Auditors

by 8 March 2016.
Please acknowledge receipt of this repont.

Yours faithfully

%«/ﬂ%@w

Andre Dennis
Registered Auditor
Deloitte & Touche

IRBA registration niumber: 334480
Email: adennist@deloitte.co.za
Telephone (office): 011 806 5184
Telephone (cell): 082 566 3707
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(eloifte B Touche Surkdings 1and 2 Riverwalk Office Paik,
Registered Auditers Deloitte Mate Bk B
Audit - Gauneng e Woodfands 41 Matroosberg Road
v delotte cam Woodlands Drive Ashlea Gardens X6
’ ) Woodmead Sandian Fretoria, G081
8 February 2016 Private Bag X6 $O-Box 11007
Gallo Mahor 2052 Hatfield 0028
South Africa Smth Adnca
Bocex 10 Jehannesburg Docex 6 Pretoria

Mr Iinran Vanker
Director: Standards

Tel: 27 (0111 806 5000
Fax:+27 (0)11 B0 5111

Tel; +27 {3012 482 Q000
Fax: +27 (0}12 46D 3633

Independent Regulatory Board for Auditors
Building 2

Greenstone Hiil Office Park

Emerald Boulevard

Modderfontein

1609

BY HAND

-

Telephone: 087 940 8800
Dear Sir

FIRST REPORT: REPORTABLE IRREGULARITY
‘Name of entity andited: Neotel Proprietary Limited
Registration number of entity: 2804/004619/07

My firm has been jointly engaged by Neotel Proprietary Limited to audit the company’s annual financial
statements. [ am the partner responsible for the above engagement.

1 have reason to believe that a reportable irregularity, as defined in the Auditing Profession Act, has taken
or is taking place. T am not able to make a legal determination in respect of the suspected unlawful act or
omission, but have exercised professional judgement, based on the evidence or information which has come
to my knowledge, including undertaken further investigations of information as were considered necessary
in the circumstances and conduct of our audit.

The reportable iiregularity is that the annual financial statements for the year ended 31 March 2015 has not
been prepared and approved within 6 months of the financial year as required in terms of Section 30(1) of
the Companies Act of South Africa 2008. I believe this non-compliance to be a material breach of the

directors’ fiduciary duties.

In our opinion, this constitutes an unlawful act or omission committed by any person responsible for the
management of an eatity, which represents a material breach of any fiduciary duty owed by such person to
the entity or any partner, member, shareholder, creditor or investor of the entity under any law applying to
the entity or the conduet or management thereof.
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As required by the Auditing Profession Act, 1 will be communicating these matters to the members of the
Board of Neotel Proprietary Limited. Iwill report further to the Independent Regulatory Board for Auditors

by 8 March 2016.
Please acknowledge receipt of this report.

Youwrs faithfully

%f’%f ,QMW

Andre Dennis
Registered Auditor
Deloitte & Touche

IRBA registration number: 334480
Email: adennis@deloitte.co.za
Telephone (office): 011 806 5184
Telephone (cell): 082 566 3707







Neotel

Iaspiring Passibdities

9 March 2016

Delgitte & Touche
Buildings 1 & 2
Deloilte Place
The Woodlands
Woodiands Frive
Woodmead
Sandion.

Attention: Mr Andre Dennis

Dear Sirs

FIRST REPORT: REPORTABLE IRREGULARITY
Name of entity audited: Neotel Proprietary Limited
Registration nurnber of entity: 2004/004619/07

We refer o our letter addressed to you on 7 March 2016 responding to your letters refating to the CCTV
transactions. We also refer to the exiensive discussions between members of the audit committee and
Mr Dennis and Mr Vaghela and to the subsequent visit by Mr Vaghela to the offices of our attorneys for
purposes of the re-inspection of the Werksmans report dated 30 July 2015.

These discussions focusad upon the evidence supporting the belief identified in the second paragraph of
your lefter dated 8 Februafy 2016 of a success fee arrangemant of R45m relating to the CCTV transactions
having been made by Homix to the supplier of Neotel. Also the conciusion, set out in the third paragraph of
your letter, based upon the report dated 30 July 2015 with its supporting information and specialist reports,
that the directors and/or préscribed oﬁlcers of Neote! cught reasonably to have known or suspected that the
transaction entered into between Neotel and its customer may have arisen due to a fee proposed or paid by
a Neote! supplier to Homix with ro business or tawful purpose or that the offence of corruption under
PRECCA was committed.

it appears to be common cause following such discussions that there is no direct evidence in the
Werksmans' report establishing an agreement between Homix and Techpro for a success fee in the amount
of R45mM or any other amount relating to the CCTV transactions. . You referred fo differences in the profit
margirs between two versions of quotations directed by Neolel to Transnet in respect of the CGTV2
transaction in March/Agril 2015 as reflecting a possible source of funds which might be used to make a
payment to Homix. This information does not emanate from the 30 July Werksmans’ report and there

remains no evidence of any direct payment to Homix.

Following our discussions which were conduicted in terms of Section 45(3)(a) and (b) of the APA you were
advised that the company would, out of an abundance of caution, make a report in respect of the CCTV
transactions based upon the suspicion of the offence of corruption under Section 34(1)(a) of PRECCA and a
copy of such report will be prowded under separate cover.

The absence of any evidence of an identifiable payment or of the parties makmg ‘and receiving such
payment, or of an actual contract between such parties means d{fﬁcultles existin populatmg a reportto be

Naolel [Pty) Lt /

Rag No. 2004/004618/07-

44 Oid Pretoria Main Road, Halfivay House, Midrand, 1835, Gauteny, South Africa
Telephone number +27 {0311 585 0000 | Facsimile number +27 (0111 535 0001
DIRECTORS: N Sonath® {Nan-EkecuWe Chatrmans, R Bhawen*, VA Kumar®, K Memani™ R Offner™ T Pham ™, SG Ranaﬁé

ALTERNATE: DIRECTOR: $S Nisaluts

(Wian, ““Namitian “Amescan = *Directer in Charge)
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made under Section 29 of FICA particularly upon the basis of the information set out in your letter dated
8 February 2016 addressed to IRBA. QOut of an abundance of caution, the company will report to FICA in
terms of Section 29 and a copy of the report will be provided under separate cover.

The company will instruct its iegal advisors to consider and advise whether there is any recoverable loss
arising out of the matters set out in this letter and wiil take adequate steps to act in accordance with such

advice.

We therefore respectfully request your confirmation that you will advise the Regulatory Board that the
suspected reportable irregularities relating to the CCTV transactions are no Jonger taking place.

This letter supplements our earlier letter of 7 March 2016 and replaces the conclusions set out therein. We
thank you for the opportunity offered to consult with you as indicated.

DY MEMANI
D!RECTOR IN CHARGE

Nectel (Pry Liet
Reg No. 2004/004618/07

44 Gid Pretoria Main Rosa, Ha(iway House, Midrand, 1685, Gauteng, Souih Afics
Tetephone number +27 {A)11 585 0000 | Facshnite number +27 0311 BES 0001
DIRECTORS N Srinath* {Non-Executive Charman\ H Dhawan®, VA Kumar®, € Memani™*, R Qffner™, T Pham =, SG Ranadc‘

ALTERNA‘IE DIRECTOR: 58 Nisslubs

findian, **Narmiblan, “*American " Dirsclor in Charge)
‘Page 20of 2
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_ I Annexure A
(L\Q o‘:/]lz 3t ' L. W, : GEL
TAKING DOWN OF REPORT CONTEMPLATED IN smm_n 347 ?’a) OF THE‘ PREVENT:ON
AND COMBATING OF CORRUPT ACTIVITIES Am, 2004

‘TO: CENTRAL REPORTING OFFICE: DIRECTORATE FOR PRIORITY CRIME INVESTIGATION (DPCH)

: (Flt Naras ond Surmame) -

rerk PERSAL Number [ [ [ [ [ 1T 77}
stationed at ) o
TolNo Ceflular No

Ermnall Address

aftached where app!fcswe) from & person hctdmg a position
the Act,

IDNo, -

with the following contacl perticulars;

Residential Address {Address)
{Suburb}
B (Town/City)
(Country)
Tet.No {Private) Ceilular No 083 444 9220

“-Emait (Private)

- Work Address Neotel {Pty) Ltd {Exniployer)
S Neovate Park, Ebandla Building B (hedess)
44 Oid Pretoria Main Road, Hai{way House _ _ g"sﬂb‘_i}xrb)
e e L , S
{Caurtry}
Tel.Ne (Work) 017 585 0240 Fax No m_;__sas 3248
Email (Work) Calvin:Theko@reotel.co 72 5
Acknowlsdghmant
g?;ggg;cation of Recelpt . ]
Nethod(s) Contact by PG
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The report received entailg the folldwing:

Desctiption of the alleged offénce - Tick the applicable offence(s) Tick
Part1  Sec3  General Offence of Corption D _
Part2  Secd  Oiffences in respect ot Coiript Activiies relating to Public Officers . Ii
| SecS  Offences in tespedt of Cofupt Asfivitiés telating to Foreign Public Officials L
Sec6  Offences in respect of Corrupt Activifies reféting to Agents __l
Sec7  Offences in 1espect of Coruipt Aciviiss refating t_(}:mé:«a'mbers of Lagisiative Authonty l_ .I

Sec8  Offencesin respect of Cortupt Activities reliting to Uudicial Officers
Sec8  Offences in respect of Corrupt Ackivities rélaling 6 membess of Prosecuting Authotity [ __ql
| |

Sec 10 Offeﬁc&s of receiving ot offering of unauthoriged giatification by or to party & an employment relationship .

Se11  Offences in respect of Corrupt Adtivities retafing fo witriesags and evidential material dusing certain i
proceedings

Ser 12 Offéncesin respect of Corupt Activities relating to Centragis _

Sesc 13 Offences in respect of Gonupl Activiies relating to procuring and vithdrayial of tenders hig. AN
Seci4 Offencds i fespect of Comupt Acivities reiating to Auctions i
Sec 15 Offencasin respoct of Conupt Actvities relating 1o Sporting Events |
Sec 16  Offences in respectof Comupt Activifies relaling to Gambling Games of Garmés of Chance __|

Paité  Sec20 Other offences relating o coffuptactivities - Accessory to or aftar offance as contemgiated In Pat1, 2, 3 or

4 or section 21 L
Sec 21 Other offences relating fféi:bai‘raﬁ'f acfiviies - Attempt, conspiracy and induging anaiiiér paraen to commit
offence in terms of this Act !
Chop7 Sec34 Theft, fraud, extortion, forgery of uttitiig of 4 forgédt document involvirig 2n amount of B 100.000-00 or |
a)b)  more. ISR

%, Provide a brist description of the suspicion of or allaged! offencé(s) committed. (What, when, where, why
and how). 15 it still ohgoing?

See attached.
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2. How did the suspicion or knowledge of the alleged offence(s) come to your attention? -

of the Neotel annual external audit ceza{jucied by Deloitte & Touchs.

It arose ot of queries raised during the oo

A Fuli Names, Identity number of Date of Birth and contact detaifs of persen(s} sllegedly involved in
ffenice{s), as wall as his/hertheir positicn held and the role that he/she/hey played in the commjésiaa’: of

such offence(s)
Mr Francois Van dér Merws, 10 no: 890917 5207 089; address: 31 Camelia Streat, Morningsida, Sandton tel no:
0BZ 780 6660 was emploved as I Manager: Strategic Customers at Neotet.

Mr Ashck Narayan, D no: unknown; E:xusmass address: 192 Springbok Street, Weirda Park, Pratoria: ta% no: G612 554
0183; position: Chief Execuﬁve fof@@r of Homix Pty] Ltd

Mr YAS Bhikiu, ID no: unknown; tel -.ﬂ'o:__ﬁﬂ_.‘_f_% 1187444 .ahd_ 028.676 1786 poition: Sole Ijis_f_gctor of Homix (Pty) Lid.

4.  What s the resl or potential impact, losses or consequences af such alléged offence(s)?

I 'excess of R100 000 ~ the full impact of which is presently unknown,

- Boes documentation or evidence in support of the allegaticns exist afd thefe/from whom can such
documéritation or evidence bé bbtained? Indicate what informaticn was provided with the repert?

Al evidence garherdd throligh the process of the investigation conductad on bahalf of Nécatei has been farersicaliy
© gscured.

*
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number was provided?

Contemporangously reported in termsiof the Financial nteliigence Centra Act, 2001,

What is the nature and extent of the gratification or benefit involved? Any Infofmation o the féporter's

kngirledge about the standard of living of the person(s) aflegedly involved.

Not known,

Name and ééniaei details of pbs-"siﬁié witnesses to the alfeged offenca{s):

See answer 1o question 3 abave.

SIGNATURE OF THE DESINGATED MEMBER

DIRECTORATE FOR PRIORITY CRIME INVESTIGATION (DPCH)

Unigue reporting reference number

| Tobe inserted b the designated DPCH members to wham the report is igde. A corFesponding numoer must aoosar ontha a@kabwﬁedgmmf of

receibt (Annexute B).




AFFIDAVIT

in terms of Section 34(f)(&)'of thé Prevention and Combatting of Corrupt

Activities Act, 2004 (PRECCA)

I, the undersigned

Calin Kaghiso Theko

do hereby state under oath:

31

I-am the Company Secretary and Head of Audit Risk & Compliance of
Néotel (Pty) Lid {registration number 2004/004619/07) iNebtal) of 44 Oid
Pretoria Road; Halfway House, Midrand, 1685, Gauteng, South Africa. |

am a person who holds a position of authority within Neotét:

It June 2015; | made a report in terms of s34(1)(b) of PREGCA {June
Report). A copy of the Jume Report with refgrence number
CCUN2/6/2015 is annexed marked *A”. Terms defined in the June

Report bear the same meaning in this ieport.

Further investigations foliowing the June Report and legal éadiﬁce
obtained have since led to the suspicion that offences of corruption under

Part 1, Segtion 3 of Chapter 2 of PRECCA may have been committed

(Further Suspicion) as follows:

the offence of corruption in. addition to the suspected fraud and on the

basis of the information which forms the Subject-matter of the . June

Beport: and

CV-161
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tie offence of €6rruptioh in respect of contracts for the supply of COTY

squipmant.

The CCTV contracts were entered ino between Neotel and Transrit in
which Technology & Procurement Heldings ta Techpro acted as ' sub-
contractor to Neotel, There is a sugpicion that Homik was irnvélved in the
procurément of these contracts in' a manner simitar 1o tha contracts

referred to in the June Report.

Accordingly, the Further Suspicion i§ reported undar s34(1){a) of

PHECCA. The comments set out in ‘paragraph 18 of the Juhe Report

annexed in-regard to resources available fo conduct a financial

investigation apply equally in relation to this-rapart.

E.‘{,'\

Calvin Kaghiso Theko

1 hereby certify that the depenent declares that he kriows and:understands the

contents of this affidavit and that it is to the best of his kncwledge both true and -

correct Thas affidavit was signed and sworn to Béfore me at’ ™y Gf*rrm J‘s‘!@ 2t
on this 7 i day of March 2016 and that the Regulations contdined i
Gavernment Notice R1258 of 21 July 1972, as aménded have Been complied

with.

Commrssgcner of Oa%hs
Stte We e
fe, L-Q‘«S':Shﬁ'&é =

G{‘ S\

L\ i fes, W
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7 March 2016

Deloitte & Touche
Buildings 1 & 2
Dsloitte Place
The Woodlands
Woodiands Frive
Woodmead
Sandton

Attention: Mr Andre Dennis

Dear Sirs

FIRST REPORT: REPORTABLE IRREGULARITY
Name of entity audited: Neotel Proprietary Limited
Registration number of entity: 2004/004619/07

We refer to your letter dated 8 February 2016 addressed to the Director: Standards, indspendent
Regulatory Board for Auditors in connection with this company's agreements with Homix
(‘Consultancy Arrangement”) in December 2014 and the “Cisco Fee Arrangement” in April

2014.

Your letter records your conclusions following an inspection of a report received by this company
from its attorneys dated 30 July 2015 together with supporting information and specialist reports
obtained by the attorneys. Your inspection took place during the period 26 January to 5 February
2016. The inspection was for the specific and limited purpose of enabling you to perform your audit
of this company’s financial statements and you acknowledged that the disclosure and making
available to you of the privileged, private and confidential documents did not constitute a waiver of
the legal professional privilege which inheres in the report. We confirm these terms for the record.

The directors were advised that the circumstances referred to in your letter relating to the
Consultancy Arrangement and the Cisco Fee Arrangement were not reportable on a proper
interpretation of Section 29 of FICA. Payments made to Homix arising from these transactions are
devoid of any element of money laundering or the transfer of the proceeds of unlawful activities.
The FICA’s own guidance note records that:

“Section 29 of FICA refers to reports being made in connection with the proceeds of
unlawful activities and money laundering or terror financing offences as opposed to criminal
activity in general. FICA does not require reporis to be made on suspected crimes of
unfawful conduct by a person (apart from money laundering and terror financing activities).”

On receipt of your letter the directors sought legal advice which confirmed the views set out above
but recommended that senior counsel be consulted in regard to the matter. After detailed
yneotelco.za Neotel (Ply) Lid

Reg No. 2004:Q04619/07

44 O Pretorie Main Road, Halfway House. Mdrand. 1685, Geuleny, Seuth Afice

Tolephone number 427 (£111 585 0000  Fagsimile numbar +27 (011 565 COM

DmECTORS: N Srinath® (Non-Execulive Chairman). R Dhawan®, VA Kumar®, K Memani**, R Offre™, T Pham ", G Ransce’ had

ALTERNATE DIRECTOR: 55 Nisaiuba

{“Indian, “"Mamibian, ***Amenzan ***Directorin=Charge} )
Page 1 of 2
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consultation in regard to the interpretation of Section 29(1)(bXii) senior counsel agreed that the
section is ambiguous in its terms and may be interpreted in the manner set out above or on a literal
basis which would require a report such as you suggest which would involve reporting in regard to
every transaction involving unlawful activity or having no apparent business regardiess of the
absence of any element of maney laundering or the transfer of the proceeds of unlawful activities.
Having regard fo this uncertainty counsel expressed the view that the company shouid file a
Section 29 report in regard to these amangements indicating that the report is made out of an

abundance of caution,

The directors have accordingly resolved to file a report with FICA which is required to be
undertaken by electronic means and you will be provided with confirmation of the filing of such

report.

The directors have acted prudently in seeking advice upon what you acknowledge to be a complex
legal issue and have acted in accordance with such advice. They respectfully suggest that there is
no basis for your assertion that they have acted in breach of their fiduciary duties, and this view is
consistent with the advice of external legal counsel and Senior Counsel.

The company has already directed a demand for an accounting of the funds paid to Homix. We
draw your attention {o the fact that the success fee paid in respect of the Consultancy Arrangement
amount o R36m and not R61m. No payment was made in respect of the asset sale. No
accounting or any payment has been received in response to the demand. The company has now
formally instructed its attorneys to initiate procesdings for the recovery of the amounts disbursed by

it.

Yours faithfully

M o

KENNEDY MEMANI
DIRECTOR IN CHARGE

sowwneatelco.za Naotét (Pty) Lid
Reg No, 2004/004619/07

44 Qld Pretoris Main Roed, Halfiway House, Midrand, 1685, Sauteng, Suuth Africa
Telephone number +27 (0)11 585 000C | Fecsimile number +27 {011 585 0001
DIRECTORS: N Srinals* (Non-Exgeutive Chalrman), R Dhawan®, VA Kumar®, K Memant™*", R Offer™, T Pham *, 5G Ranade”

ALTERNATE DIRECTOR: 55 Nisalube

(lngdian, **Namibian, **American ***Direclor-In=Chiarge}
Page 2 of 2
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7 March 2016

Deloitte & Touche
Buildings 1& 2
Deloitte Place
The Woodlands
Woodlands Frive
Woodmead
Sandton

Attention: Mr Andre Dennis

Dear Sirs

FIRST REPORT: REPORTABLE IRREGULARITY
Name of entity audited: Neote! Proprietary Limited
Registration number of entity: 2004/004619/07

We refer fo your letier dated 8 February 2016 addressed to the Director: Standards, Independent
Regulatory Board for Auditors in connection with this company's agreements with Homix
(*Consultancy Arrangement”) in December 2014 and the “Cisco Fee Arrangement” in April

2014.

Your letfer records your conclusions following an inspection of a report received by this company
from its attorneys dated 30 July 2015 together with supporting information and specialist reports
obtained by the attorneys. Your inspection took place during the period 26 January to 5 February
2016. The inspection was for the specific and limited purpose of enabling you fo perform your audit
of this company’s financial statements and you acknowledged that the disclosure and making
available to you of the privileged, private and confidential documents did not constitute a waiver of
the legal professional privilege which inheres in the report. We confirm these terms for the record.

The directors upon legal advice filed the existing report in regard to fraudulent conduct in relation to
the Consultancy Arrangement and the Cisco Fee Arrangement in June 2015 under Section 34(1)(b)
of the Prevention and Combatting of Corrupt Activities Act (‘PRECCA”). They were not advised to
file any further report following the receipt of the supplementary report dated 30 July 2015 which
confirmed that the matter had been so reporied. On receipt of your letter under reply they sought
advice from their attorneys in regard to the matter. In view of the complexity of the legal issues they
were advised to consult senior counsel. The advice received was that an additional report should
be made on the basis of reascnable suspicion in terms of Section 34(1)(a) of PRECCA in relation
to the offence of corruption as defined in Section 3 of that Act.

The directors have accordingly resolved to file such a report with the relevant authority. To
maintain the required confidentiality a copy of the report as filed will be provided to you under
W aeeloe Neotel {Piy) Ltd

Rag No, 2004/004618/07

44 Old Pretotia Main Road, Hatfway House, Midrand, 1685, Gaulsrig, Seuth Afica

Telephona number +27 (0111 585 0000 | Facsimile number +27 {01 1585000t

DIRECTGRS: M Srinath™ {Non-Executive Chainmnan), R Dhawan®, VA Kumar®, K Meman™**, R Offner**, T Pham *<, $G W’

ALTERNATE DIRECTOR: §S Misaluba 7

(lndian, **Namiblsn, ***Amsrican **>*Director-n=Charge) )
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separate cover. The directors have acted prudently in seeking advice upon what you acknowledge
to be a complex legal issue and have acted in accordance with such advice. They respectfully
suggest that there is no basis for your assertion that they have acted in breach of their fiduciary

duties.

The company has already directed a demand for an accounting of the funds paid o Homix. We
draw your attention to the fact that the success fee paid in respect of the Consultancy Arrangement
amount to R36m and not R61m. No payment was made in respect of the asset sale. No proper
accounting or any payment has been received in response to the demand. The company has now
formally instructed its attorneys fo initiate proceedings for the recovery of the amounts disbursed by

it.

Yours faithfully

y
e

KENNEDY MEMANI
DIRECTOR IN CHARGE

wrhpgzeisivo.za Heote (Pry) Led
Reg No. 2004/003699/07

&4 i Pratoria Main Road, Hathvay Housa, Midrand, 1685, Gauleng, South Africa
Telephone number «27 {0111 585 2000 | Fecsimile numbsr +27 {(0)11 586 00019
GIRECTORS: W Srinath” {Non-Evesutve Chairman), R Dhawan®, VA Kumar™, K Memani*** R Offver™, T Pham **, 3G Raneda®

ALTERNATE DNRECTOR: S5 Nisaluba
{"ndian, **Namibian, “**American ****Dirsctordn=Charge)

Page 2 of 2






CV-170

!lf Neotel

Inspiring Possibilities

7 March 2016

Deloitte & Touche
Buildings 1& 2
Deloitte Place
The Woodlands
Woodiands Frive
Woodmead
Sandton

Attention: Mr Andre Dennis

Dear Sirs

FIRST REPORT: REPORTABLE IRREGULARITY
Name of entity audited: Neotel Proprietary Limited
Registration number of entity: 2004/004619/07

We refer to your two letters dated 8 February 2016 addressed to the Director: Standards,
Independent Regulatory Board for Auditors in connection with this company entering info
transactions with a customer and a supplier identified by you as the “CCTV transactions” and

raising compliance with both PRECCA and FICA.

In response to management'’s discussion with you and their enquiry as to the evidence upon which
you based your beiief that the relevant officers ought reasonably to have known or suspected the
offence of corruption, you advised that your belief was based upon the content of paragraph 25 of
the first preliminary report from the attorneys dated 19 May 2015. The paragraph in question deals
with the discovery, as part of the analysis of the electronic communications of Francois Van der
Merwe, of a draft letter apparently prepared by Van der Merwe and which appears to be an
adaptation of the original letter dated 6 January 2014 alleged to have been addressed by Homix to
Neotel in relation to the Cisco transaction. The adaptation of the draft is to change the addressee
to Techpro (Pty) Lid and to change the subject matter to the “replacement of CCTV Equipment and
the value of the Project is estimated to be between R100m and R200m excluding VAT". The fee
amount is changed to R45m. Minutes later the same mail was sent by Van der Merwe to another
Homix related email address with the invitation fo “please adjust and paste”™.

These letters are part of the chain of correspondence which formed the basis of the decision made
by the company to file a Section 34(1)(b) report in terms of PRECCA because of the discovery of
the clandestine relationship between Van der Merwe and Homix representatives.

There is, however, no evidence in the Werksmans’ reports that the draft letter or any revision
thereof was ever forwarded by Homix to Techpro noris there any basis for the conclusion reached
by you in your letter that “a success fee arangement of R45m relating to the CCTV transactions
was made by Homix to the supplier of Neotel.” The board of the company has no knowledge of

vurr.necielon e Neole (Piy) Lid
Reg No. 2004700461907
44 Qid Pretoria Main Road, Halfway House, iMidrand, 1685, Gauleng, South Afica
Telephons number +27 (0)11 585 BODG | Facsimile number +27 (D17 585 0001
DIRECTORS: M Srinath™ (Non-Exsculive Chaimman). R Dhawan*, YA Kumar®, K Memani™, R Otingr*, T Pham >, 83 Rarade” -

ALTERNATE DIRECTOR: §5 Nisaluba

(indian, "*Namibian, ““Amennan *""*Directer-in=Charge)}
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any such arrangement and enquiries made on its behalf with Techpro produced a denial of the
existence of any such arrangement or the payment by Techpro of any amount by that company to
Homix. The company itself has not paid any such amount to Homix or to Techpro,

The company has been advised and accepts that a reporting obligation based upon reasonable
suspicion requires a critical analysis and assessment of the information and evidence upon which
the suspicion is to be based. In the absence of any evidence that any letter was in fact addressed
by Homix to Techpro or that any agreement was entered into between Homix and Techpro or that
any payments passed between those entities, there is no reasonable basis for your proposition

that:

“The commerciality and business/lawful purpose of fees to Homix in other transactions
relating to the same customer brings into question the CCTV transactions and the related

success fees proposed and/or paid.”

We respectfully suggest that the absence of any evidence in the records of the company of any
payment of a fee in respect of either of the CCTV transactions; the absence of any evidence that
any contract was in fact entered into between Homix and Techpro and the outright denial by
Techpro of any knowledge of or payment to Homix reflect that your assumption does not meet the
requirement of reasonable suspicion in a manner which justifies a report under Section 34(1)a) of
PRECCA. This particularly in view of the company’s existing report under Section 34(1)}(b) in
regard to the clandestine and fraudulent activities of Mr Van der Merwe.

For the same reasons, we do not believe your assumptions meet the criteria of a reasonable
suspicion as contemplated in Section 29 of FICA. Moreover, the requirements of Section 29(i)b)(ii)
of FICA were not met. We say so, amongst other reasons, because Neotel was not “a party to the

transaction” to which your Reportable lregularity relates. '

The views set out in this letter are shared by the companies’ legal advisors and senior counsel.
We respectfully request your acceptance of the fact that no reporting obligation exists.

Yours faithfully

KENNEDY MEMANI
DIRECTOR IN CHARGE

e nnntel gk Neote {Piy! Ltd
Rag No. 2004/00461907

44 Oici Pretoria Main Road, Haifway House, Midrand, 1686, Gauteng, South Afica
Telephona number +27 (0311 585 0000 | Facsimile number +27 {0311 5850001
DIRECTORS: N Srinaih* (Non-Exacutiva Chairman), R Dhawan®, VA Kumar™, K Memani****, R Ofiner*. T Pham **, SG Ranada™

ALTERNATE DIRECTOR: 5§ Nisaiuba

{"indian, **Namniblan, “**American **~Dirsciorin=Charge}
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7 March 2016

Deloitte & Touche
Buildings 1& 2
Deloitte Place
The Woodlands
Woodlands Frive
Woodmead
Sandton

Attention: Mr Andre Dennis

Dear Sirs

FIRST REPORT: REPORTABLE IRREGULARITY
Name of entity audited: Neotel Proprietary Limited
Registration number of entity: 2004/004619/07

We refer to your two letters dated 8 February 2016 addressed to the Director: Standards,
Independent Regulatory Board for Auditors in connection with this company entering into
transactions with a customer and a supplier identified by you as the “CCTV transactions” and
raising compiiance with both PRECCA and FICA.

In response fo management’s discussion with you and their enquiry as to the evidence upon which
you based your belief that the refevant officers ought reasonably to have known or suspected the
offence of corruption, you advised that your belief was based upon the content of paragraph 25 of
the first preliminary report from the attorneys dated 19 May 2015. The paragraph in question deals
with the discovery, as part of the analysis of the electronic communications of Francois Van der
Merwe, of a draft letter apparently prepared by Van der Merwe and which appears fo be an
adaptation of the original letter dated 6 January 2014 alleged to have been addressed by Homix to
Neotel in relation to the Cisco transaction. The adaptation of the draft is to change the addressee
to Techpro (Pty) Ltd and to change the subject matter to the “replacement of CCTV Equipment and
the value of the Project is estimated to be betwsen R100m and R200m excluding VAT". The fee
amount is changed to R45m. Minutes later the same mail was sent by Van der Mérwe to another
Homix related email address with the invitation to “please adjust and paste™.

These letters are part of the chain of comespondence which formed the basis of the decision made
by the company to file a Section 34(1)(b) report in terms of PRECCA because of the discovery of
the clandestine relationship between Van der Merwe and Homix representatives.

There is, however, no evidence in the Werksmans' reports that the draft letter or any revision
thereof was ever forwarded by Homix to Techpro nor is there any basis for the conclusion reached
by you in your letter that “a success fee arrangement of R45m relating to the CCTV transactions
was made by Homix to the supplier of Neotel.” The board of the company has no knowledge of

wywrpeatel.oo.za Neote! (Pty) Lid
Reg No. 2004/004 61807

44 Ot Praloria Maln Road, Halfvay House. Midrand, 1685, Gauteng, South Aftica
Telephone number +27 {0111 565 0008 | Facsimiie number +27 {011 585 0001
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any such arrangement and enquiries made on its behalf with Techpro produced a denial of the
existence of any such arrangement or the payment by Techpro of any amount by that company fo
Homix. The company itself has not paid any such amount to Homix or to Techpro.

The company has been advised and accepts that a reporting obligation based upon reasonable
suspicion requires a critical analysis and assessment of the information and evidence upon which
the suspicion is to be based. In the absence of any evidence that any letter was in fact addressed
by Homix to Techpro or that any agreement was entered into between Homix and Techpro or that
any payments passed between those entities, there is no reasonable basis for your proposition

that:

“The commerciaiity and business/lawful purpose of fees to Homix in other transactions
relating to the same customer brings into question the CCTV transactions and the related

success fees proposed and/or paid.”

payment of a fee in respect of either of the CCTV transactions: the absence of any evidence that
any contract was in fact entered into between Homix and Techpro and the outright denial by
Techpro of any knowledge of or payment to Homix reflect that your assumption does not meet the
requirement of reasonable suspicion in a manner which justifies a report under Section 34(1)a) of
PRECCA. This particularly in view of the company’s existing report under Secfion 34(1)(b) in
regard to the clandestine and fraudulent activities of Mr Van der Merwe.

We respectfully suggest that the absence of any svidence in the records of the company of any

For the same reasons, we do not believe your assumptions meet the criteria of a reasonable
suspicion as contemplated in Section 29 of FICA. Moreover, the requirements of Section 29(iXbXii}
of FICA were not met. We say so, amongst other reasons, because Neotel was not “a party to the
transaction” to which your Reportable irregularity relates.

The views set out in this letter are shared by the companies’ legal advisors and senior counsel.

We respectfully request your acceptance of the fact that no reporting obligation exists.

Yours faithfully

KENNEDY MEMANI
DIRECTOR IN CHARGE

wraeptelnn.za Nectel (Pty) Lid
Reg No. 2004/004819407

43 Oid Pretoria Main Read, Hathway House, Midrand, 1685, Gawteng, South Africa
Telephene number +27 (D} 585 0006 | Facsimile number +27 (0311 385 004
DIRECTORS: N Stinath* {Non-Executive Chairman), R Dhawan®, VA Kumar®, K Memani™*, R Ofngr'* T Pham "™, B3 Raragde™

ALTERNATE DIRECTOR; 55 Mizaiuba

{"ndian, “Namibizn, ™ Amarcan ™" *BirseicrIn=Chargs)
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siness Consultancy Agreement

Batween
Neote! {Pty) Lid

. a company duly registered under the company laws of the Republic of South Africa having régistration
e nurr_a',ber-&(;l()é)if}ﬂ#ﬁ 9/07, and having its principle place of business at 44 QId Pretoria Main Read,
- - Midrand, Gauteng. ] i =2

("Neotei™)

T e (Pry) L
a company duly registered undéi‘”thé\qé?nﬁéﬁiiLéﬁélgijh'ei Republic of South Africa having registration
Aumber 2012/176951/07 and having itS principle.plabe of business at 192 Springbok Street, Wierda Park,

n

Pretoria, Gauteng. IR
{“Consulianty) " -
RN
WHEREAS s o :
a. Neotel provides the Neotel Services. e -

b. Neotel requires the assistance of the Consultant with certain adii\»ffiti\é;s‘;:fb\éi“\yﬁ!f lead to the
conctusion of business transactions with various organizations countrywidg, .~ 0"

¢. Neotel and the Consultant wish to tecord the terms and conditions which® ﬁﬁ\!ﬁiﬁp&ém the
relationship between the Parties. s

WHEREBY THE PARTIES AGREE AS FOLLOWS:

1. INTERPRETATION
1.1, Inthis Agreement -
1.1.1. clause headings are for convenience and are not to be used in its interpretation,

1.1.2. The words ®includa” and “including” mean include without limitation” and “including
without limitation®. The use of the words “include” and “including” followed by a
specific example or examples shall not be construed as limiting the meaning of the
‘general wording preceding it,

APPROVED AS TO FORM ..
_FOR SIGNATURE éé/ /
NEOTEL LEGAL DEPARTMENT 7

oy Lzl Eail

Signature: P
i DA g
Date- f?‘;/é’zj/m £3
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1.2,

1.1.3.

1.1.4,

Where figures are referred to in numerals and in words, if there is any conflict between
the two, the words shall prevail.

Any substantive provision; notwithsianding that it is only a definition in this Agreemeni,
conferring rights or imposing obligations on a Parly, shall be ‘given effect to as if it
were a substantive provision in the body of this Agreement.

Unless the context indicates 2 contrary intention an expression which denotés -
1.1.5.1. any gender includes the other genders;

1.1.5.2. anatural person includes a juristic person and vice versa; and

1.1.5.3. the singular includes the plural and vice versa.

In this Agresmerit the following expressions bear the meanings assignad 16 thém below and
cognate expressions bear corresponding meanings -

1.2.1,

1.2.2.
1.2.3,
1.2.4,
1.2.5.

1.2.6.
1.2.7.
t.2.8.

1.2.9.

1.2.10,

“Atfiliate” means, with respect to either Parly, any other entity which is a subsidiary or
& holding company of such Party..In regard io this definition the terms "subsidiary” and
*holding company® shall have the meaning assigned thereto in Section 1 of the
Companies Act No. 71 of 2008, but shall include any foreign entity which, had it been
registered in terms of that Act, would fail within the ambit of such tarm;

“Agreement” means this New Business Consuitancy Agreement and the Annexes
and Schedules, if applicable, hereto;

“Business Day” means any day other thah Saturday, Sunday or a public holiday
officially recognized as such in the Republic of South Africa;

‘Commencement Date” means 12 December 2014, notwithstanding the date that this
Agreementis signed by the Party signing last in tims;

‘Consultancy Services” means the consultancy services to be rendered by the
Consultant for the Project as set out in clause 4 of this Agreement: and

“Customer” means the entity set out in clause 4 of this Agreement;
“Fee” means the amounts referred to in clause 8;
“Intellectual Property Rights” means and includes:

1.2.8.1. rights in and in relation to any invention {whather or not patenied), patent,
design, trade mark{whether or not registered), trade or business name
(including all goodwill associated with any trade mark, or any trade or
business name}, copyright, database, domain hame, circuit topography
design, and/or utility mode!, and including the benefit of all registrations or
applications to register and the right to apply for registration of any of the
foregoing items and ail rights in the nature of any of the foregoing Hems,
each for their full term (including any extensions or renewals thereof) and
wherever in the world enforceable; and '

1.2.8.2. all other intellectual properiy rights and forms of protection of a sirnilar nature
or having equivalent or similar effect and which may subsist anywhere in the
world;

“List Price” means the standard published price offered by Neotel o its customers, as

may by amended at the sole discretion of Neatel from time to time;

“Neotel Services” means those services provided by Neotel to various customers in
the course of ordinary business as ‘may be developed, supplemented, grnhanced,
modified, replaced or discortinued in Neotsl's sole discretion from time to time; %/
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1.2,11. "Order” means an order, duly completed and signed by a Customer, in respect of the
Neotel Services, which is attached fo a valid services agreement {entered into
between Neote! and the Customer) which references the applicable Project;

1.2.12. “Parties” means collectively, the paities to the Agreement, as are defined on pags 1
of this Agreement; and “Party” shall mean either one of them; and

1.2.13. “Project” means as defined in clause 4, in respect of which Neotel requires the
Consultant {o provide the Consultancy Services.

2. ENGAGEMENT FOR SERVICES

2.1.  Neotel'may, in its sole discretion, engage the Consultant, on a non-exclusive basis, 1o provide
Consuitancy Services for Projecis described in this Agreement.

2.2. Notwithstanding the completion of any Scheduie, Neotel shall, at all times, be entitled either

itself or through other consultants (and/or agents) to solicit Orders from customers {including
patentiat Customets) for Neote! Services.

2.3.  The Consultant shall perform the Consultancy Services itself and shatt not be entitled to
appoint sub-consultants to provids the Consyliancy Services,

2.4, Neotel reserves the right to modify or discontinue afl or any portion of the Neotsl Services at
any time upon 90 {ninety) days written notice to the Consuitant, without Neotal ineurring any
liability to the Consultant, :

2.5, Apart from the terms and conditions of this agreement, Neotel shall not be liable for a Fee in
relation to any Project unless a Schedule has been exeeuted, The Fee shall be speciiic to a
Project and related Customer identified in a Schedule. Any work undertaken by the Consultant
which is not set farth in an executed Schedule shall be at the Consultant's risk and cost,

3. DURATION

3.1.  This Agreement shall come into effect on the Commencement Date and shall remain in force
until terminated in accordance with the temns herect.

3.2.  Either Party may terminate this Agreemant on 60 (sixty} days written notice to the other Party
without the obligation to formulate or furnish written reasons to the other Party. in the event
that there is a signed Schedule for a Project at the time of the termination notice and an Order
is not received by Neotel during the sixty (60) day notice period, neither party shall have any
further obligations to the other Party in relation to such Project.

3.3. Neotel shall be obliged: to comply with alf payment obligations in relation to Fees in

accordance with clauses 6 and 7 for all Orders obtained by the Consultant prior 1o the effective
date of termination,

4. CONSULTANCY SERVICES

The Consultant agrees to undertake to analyse the requirements of both Neotel and Transnet
SOC fo find a workable solltior: to the impasse in negotiations between Neatel and Transnet
SOC in regard to their Master Services Agresment.

42 Forthe purposes of this Agreement;
a. "CUSTOMER" means: Transnet SOC Limited;

A A
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b. “PROJECT means: the successful conclusion and signature of the assst sale forming part
of the MSA concluded between Neotel and Transnet SOC Limited,

. "NEOTEL REPRESENTATIVE” means Francois van der Merws

5. WARRANTIES REGARDING THE PERFORMANGE OF
SERVICES

5.1,

52,

5.3.

5.4,

5.5.

5.6.

Throughout the period of the Agreement, the Consiiltant warrants that it will:

5.11. work in a manner that will reflect favourably on and promote the good name and
reputation of Neotel and observe the highest standards of integrity and fair dealing

with the public and not do anything which will adversely affect Neotel;

5.1.2. not make any false or misleading misrepresentations or engage In any unauthorised

or illegat (under any applicable iaw) acts;

5.1.3. adhere to applicable laws and obtain such permissions and approvals necessary for it

to underiake the Consultancy Services; and

5.1.4. not sign or execute documents, nor make any representation or warranty relating
the Neotel Services.

{o

The Consuitant shall be solely responsible for ail expenses incurred by it in connection with

this Agreement, including staff costs, offige and traveliing expenses.

in carri/ing out the Consultancy Services under this Agreement, the Consultant will liaise with
the representative of Neotel or with an alternate designated by him (the "Neotel

Representative™).

Subject to the terms of this Agreement, Neotel will, in its sole discretion, grant the Consultant
access to various aspects of Neotél's business which Neotel believes to be necessary for the

Consultant to carry out the Consultancy Services.

The Consultant warranis that, at al times, in undertaking the Consultancy Services under this

Agraetnent, i shall

3.5.1.  diligently provide the Consultancy Services, to the best of its skills, ability, knowledge

and expertise and shail at all times conduct itself with integrity with regard to or

in

connaction with the Consultancy Services and any matter or thing in connection with

this Agreement.
5.5.2.  comply with the Instructions of the Neclel Representative;
5.5.3. conduct itself in a-manner that is not illegat or fraudulent; and

5.5.4. comply with Neotel's governance and compliance requirements, included but not
limited to US Sarbanes-Oxley Act of 2002 and King Il as Nectel may request from
time to time and agrees to provide ite full co-operation and assistance (including with
disclosing ell relevant information and data) to Neotel in any related audit exercise

which Neotel may undertake.
The Consultant indemnifies and holds Neotal harmless from any and ail losses arising from,

or

in connection with any claim or action arising from the Consultant’s fallure to comply with the

terms of this clause a,

Page 4 of
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6. FEES

For -s_aﬁsfactory performance of the Consultancy Services in accordance with the terms and
conditions of the Agreement, Neotel shall pay to the Consultant the Fees as follows:

8.1

8.2.

6.4.

6.1,1.

6.1.2,

For the successful conclusion and signature of the Master Services Agreemsent, a Fee
of 2% of the value of the contract (currently at R1.8 Billion);

The Fees contemplated in 6.1 above are excluding VAT,

The work is to be carried out on & pure risk basis apd Consultant shall not bill for any time and
material nor any out of pocket expenses.

6.3. Notably, the Fees referred to above in clause 6 is success fee commission payable bgcause
of the assistance.and experiise provided by Consuitant enabling Neote! to successfully close the
Master Services Agreement currently agreed io be lost business as confirmed by both Neotei
and Transnet SOC Limited, For the avoidance of any doubt whatsoever, satisfactory
performance of the Consultancy Services shall be evidenced by the stccessful conclusion and
signature of a Master Services Agreement between Neotel and Transnet SOC.

Notwithstariding the remaining provisions of this Agreement, the Consuliant shalt only become.

entitied to a Fee upon payment by Transnet SOC Limited to Neotel of the upfront payments

agreed to in the Master Services Agreement.

FPAYMENT OF FEES

The Consuitant will invoice Neotel for Consultancy Services rendered on completion of the
above set out in clauses 8,

For the avoidance of doubt, all amounts due and payabie under this Agresment wili be paid in
respect of the Master Services Agreement, after signature of the Master Services Agreement
and after mobilization feé has been received by Neotel from Transnet SOC Limitec.

Payment to the Consuitant of the Fee shall constitute the entire and sole liability of Neotal far
performance under this Agreement. The Consultant shall not be entitied to any additional fee
or other compensation for any Neotel business facilitated through the services of the
Consultant unless expressly agreed in writing to the contrary. Neotel shall not be liable for any
expenses of costs incurred incidental to performance of this Agreement.

7.1.

7.2.

7.3.

INDEPENDENT OPERATIVE

For the avoidance of doubt, it is expressly agreed and declared that, in performing the
Consuitancy Services, the Consultant is an independent operative and not a legat
representative, franchisee, servant, an employee or age! of Nectel, The Partiss warrant and
acknowledge that the relationship between them is not in the nature of a partnership or
franchise relationship and that neither Parly is in any manner entitled to niake or enter into
binding agreements of any nature on behalf of the other Party. Save as specifically herein
contemplated -

the Consultant shail have no authority to assume any obligation of any kind on behalf of
Neotel or to bind or commit Neotel in any way.

8.1.

8.2

8.3,

it is specifically recorded that-

8.5.1.

8.3.2.

the Consultant has an existing, established business of its own, which business is
entirely associated with the Consuitant’s own brand, trade marks and advertising; and

the Consuitant currently or will'in the future, sells, markets, promotes and distribuies

the products and services of other parties, which products and services will bes
2 %
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associated with the brand names and trade marks of suck pariies, and are in no way
finked io Neotal,

84, ‘the Parties agree thal Neotel —
8.4.1. hes not charged, nor has it been paid any consideration or fee o enter into this

Agreement with the Consultant, and wil not receive any such consideration or fee for
the sale/promotion of its Servicad by the Consultant; and

8.4.2. is not by this Agreement or at all, granting the Consultani the right to ‘carry on a
business or extending the fight to carry on the Neotel business to the Consuitant.

85. The Consultant shall have o authority or power to enter info any agreement or incur
obligations on Neotel's behalf or commit Neotel in any way and the Consultant shall hot hold
itseff out as having any such power or a"qtho_rity. ' '

S. AVAILABILITY

Owing to the hature of the Consultancy Services, the Consultant agrees to be available to Neotel for
performance -of the Consultancy Services ~during all reasonable working hours as and when
requested by Neotel provided that sufficient notice is given to the Consultant, The Consultant
undertakes to notify Neotel of its availability or non-availability, as the case may be, for any meeting
within 5 (five) Business Days of receiving writien notification thereof,

10. STATUTORY OBLIGATIONS

10.1. Without prejudice {o ite other obligations or responsivilities, the Consuliant warrants that the
Consultancy Services provided under ihis Agreement shail be executed in all respects in
accordance with ali relevant requirements of any statute, statutory rule or order or other
instrument having the force of law, all rules or instructions relating to safety, afl rules,
principles, codes of conduct and ethics, standards and customs applicable to persons
undertaking the activittes of an independent sales consuliant, as the case may be, and all

reasonable requirements of Neotel,

10.2.  The Consultant hereby undertakes thai, in the provision of the Consultancy Services, and in all
of its engagements witlh Customers or prospective customers, it will (to the extent relevant)
comply with the provisions of the Consumer Protection Act 68 of 2008 and any Regulations
imposed thersunder, and further indemnifies Meotel against any claims or damages arising out
of the Consultant’s failure to comply with this clause 10.2,

11. CONFIDENTIAL INFORMATICON

11.1. "Confidential Information” means that information disciosed 1o or obtained by the Consultant
which relates to Neotel and/or its Affiliates products, sarvices, data, staff, agreements to which

the disclosing Party is a party, affairs or methods of doing business {including member
records, trade secrets and information of commercial vaiue such as the identity of existing or
prospective customers and/or Customers) or any research or development maiters or
activities. It shall also mean all items prepared for or submitted io Neotel in connection with

work performed under this Agreement.
11.2. The Consulfant acknowledges that the Confidential information is proprietary fo Neatel,

11.3. The Consultant agrees to hold all such Confidential information in trust and confidence for
Neotel and not o use such Confidential tnformation other than for the benefit of Maotel, Excepi

as may be authorised by Neotel in writing, the Consultant agrees - % 4
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11.4.

11.5.

11.3.1. not to utilise, employ, exploit or in any other manner whatsoever use the Confidential
Information for any purpose whatsoever; or

11.3.2. not to disclose any such Confidential information by pubication or otherwise for any
reason or purpose whatsosver; and

11.3.3. to restrict the dissemination of the Confidentia! Information to only those of its staff
who are actively involved in activities for which use of Confidential Information is
authorised and then only on a "need to know” basis and the Consultant shall initiate,
maintain and monitor internal security procedures reasonably acceptable to Neotel to
prevent unauthorised disciosure by its staff.

The Consultant shall procure that its staff who have access to the Confldential Information
agree in writing to be bound by and to comply with the pravisions of this clause 11.

Upon termination or expiration of this Agreement, the Consultant shall returh fo Neotel all
materials and items including but not limited to papers, documents, tapes or other media
which contain any such Confidential information. In the event of loss of any jtem containing
such Corifidential Information, the Consuitant shall promptly notify Neotal of such loss in
writing. The Consultant shall keep all materials and items containing Confidential Information
safe and secure at all times until such materials and items are returned to Neotel,
Furthermore, the Consuiltant shall disclose such material under this Agreement only to those
persons of Neotel whom Neotel has identified to the Consultant as an authorised recipient of

such material and items.

12. TERMINATION

12.1.

12.2.

Termination for cause

Without prejudice to any righis and remedies that may have accrued, either Party may
terminate this Agreement with immediate effect upon written notice if the other Party:

12.1.1, ceases to trade (sither in whole, or as io any part involved in the performance of this
Agreement);

12.1.2. becomes insolvent, has a receiver, administrative receiver, administrator or manager
appointed of the whole or any part of its assets or business; or

12.1.3. makes any composition or arrangement with its creditors, takes or suffers any similar
action in conséquence of debt, is unable to pay its debis under any appiicable law
relating to bankruptey or the ralief of debtors.

Breach

12.2.9. Either Party shali be entitled to terminate this Agreement in the event of the other
Party committing & material breach of any of the terms of the Agreement and failing to
remedy such breach within a period of 14 {fourteen) days after teceipt of written notice
drawing its attention to the breach and demanding that it be remedied.

12.2.2. Forthe purpases of clause 12.,2.1, faiiure to comply with the terms of clause a and the

shall constitute a material breach of this Agresment.

cccurrence of any of the events lisied in clause BrrertReforonse-sourcs-not-found: ‘%" /

13. DISPUTE RESOLUTION

13.1.

In the event of any dispute arising between the Parties under this Agresment, the Parties will
act in good faith to attempt to settle the dispute through discussions between their respective

theissue in dispute.

(\
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i3.2. Any dispute which cannot be resolved by the Parlies within the 30 {thirty) day period, as

13.3,

provided in this clause 12, shall on written demand by either Parly to the dispute be submitied
to arbitration at the Arbitration Foundation of Southern Africa ("AFSA"). The arbitrations shall
be held at Johannesburg, in the English - fanguage by a single arbitrator appointed by the
AFSA, in accordance with the AFSA Rules. The decision of the arbitrator shall be binding on
the Parties after the expiry of the period of 20 (twenty) days from the date of the arbitrator's
ruling i no appeal has been lodged by any Party or upon the issue of determination by the
appeal panel, as the case may be. Any appeal shall also be dealt with in accordance with the
AFSA rules, by a pane! of 3 (three) arbiirators appointed by AFSA. A decision, which becomes
final and binding in terms of this clause 13.2, may be made an order of court at the instance of
gither Parly. '

Notwithstanding the provisions of this clause 12, either Party shall have the tight to seek
interim relief from any court of competent jurisdiction.

14, LIMITATION OF LIABILITY
Save for a breach of any warranties contained in this Agreement

14.1.

14.2.

neither Party shall be liable to the other Parly, its employess, agents or sub-contractors or any
third party for any consequential, indirect, punitive, special or incidental loss or damage
howsoever arising which shail include but shall not be fimited to loss of property or loss of
profit, business, goodwill, reveniue or anticipated savings or any cosis, claims or demands of
whatsoever nature and howsoever arising, whether out of breach of express or implied
wafranty, breach of contract, misrapresentation, negligence, strict lizbility, in delict or
otherwise, whether asserted against that Party by any third party and whether based on or in
relation to this Agreement, any Services periormed or undertaken under or in connection with
this Agreement, the rendering or hon-rendering of the Services, their withdrawal or

suspension, or otherwise; and

without in any way limiting or derogating from the above provisions, the Pariles agres that the
{otal amount of Neotef's liability arising out of the performance of its obligations under and in
terms of this Agreement and whether in contract, delict, breach of statutory duty or otherwise,
shall be limited to the total amount to be paid 1o the Consultant under this Agreement, ina 12
{iwelve} month period.

15. BREACH

5.1,

15.2.

in the event that either Parly defaulis in the periormance of any of ifs duties or obligations
under this Agreement and does not cure such default within 7 (seven) business days after
being given written notice of such default, then the Party not in defauli may terminate this

Agreement forthwith by giving written notice to the defaulting Parly to this effect,

The Consultant indemnifies and holds harmiless Neotel ageinst alf costs and expenses that
Neotel may incur as a result of the Consultant's failure to comply with the terms of this
Agresment, '

16. INTELLECTUAL PROPERTY RIGHTS

16.1.

Neotel retains all right, title and interest in and to the Neotel Intellectuat Property Rights. As of
the Commencement Date, the Consultant is granted a non-exclusive license for the continued
duration of this Agreement to perform any lawful act in respect of the Neotel Intellectual
Property Rightis for the sole purpose of providing the Consultancy Services to Neotel pursuant
fo this Agresment. The Consultant shall not be permitted to use the Neotel Intellectuat
Property Rights for the benefit of any entities other than Neotel without the written consent of

Page Bof 13
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Neotel, which may be withheld at Neotel's sale discretion. The Consultant shall cease all use
of the Neotel Intellectual Property Rights as of the termination or expiration date of this
Agreement, or thie date of completion of the Consuttancy Sarvices, whichever is the sarlier,

16.2.  Nothing contained in this Agreement shall be construed to confer or be deemad to confer on

either party the Inteliectual Progerty Bights of the other Party.

16.3. The Consultant indemnifies Neotel agairist all claims, actions, damages, liabilities, costs and
expenses, including reasonable attorney’s fees and expenses, arising out of any claims of
infringement of any (i) Neotel Inteflectual Property Rights; andfor (i) patent, trade secret,
copyright, trademark, service mark, trade name of similar proprietary tight of any third party,
which claim arises directly or indirectly out of the infringement by the Consultant of the
Inteflectual Property Rights of Neotel.

17. ADVERTISING AND MARKETING: -
17.1. The Consultant shall not make or issue any formal or informal announcement, advertisement

or statement to .the press in connection with the Agreemént or otherwise disclose the
exjstence of the Agreement or the subject matter thereof to any other person without the prior

written consent of Neotel.
17.2. Neotel shall be entitled, in its sole discretion, to make of issue any formal or informal

announcement, advertisement or statement to the press in connection with the Agreement and
to disclose the existence of the Agreement or the subject matter thereof fo any aothar person,

18. CESSION AND ASSIGNMENT

18.1. Subject to clause 18.2, no rights, duties or liabilities under this Agreement may be ceded,
assigned, transferred, conveyed or otherwise disposed of by either Parly without the prior
written consent of the other Party, which consent shall not be unreasonably withheld.

18.2. Notwithstanding the provisions of clause 8.1, Neotel is entitted 10 cede, transfer and make
over its right, title and interest in and to ahy and ail debis and recelvables due and/or payable
to Neotel under this Agreement, both future and present arising under this Agreement, as
security or otherwise. The Consultant hereby recognises and consents io such cession andfor
transfer (including any splitting of claims that may arise) and agrees that the prohibitions of
clause 18.1 shall not apply to any such cession and/or trarisfer.

19. GENERAL

19.1, Save where expressly provided for in writing and signed by Neotel and the Consultant, this
Agreement embodies and sets forth the entire agreement and understanding of the parties
and supersedes all prior oral and written agreements, understandings or arrangements
refating to the subject matter of this Agreement. No Party shall be entitied to rely on any
agreement, understanding, arrangement, promise, term, condition or obligation, oral or written,
expressed or implied other than those expressly set forth in this- Agreement.

19.2. This Agreement shall not be amended, modified, varled or supplemented except in wrlting
signed by Neotel and the Consultant,

18:3. No failure or delay on the part of either Party hereto, to exarcise any right or remedy under this

Agreement shall be constried as or'operate as a waiver thereof, nor shall any single or partiat
exercise of any right or remedy, as the case may be.

18.4, Neither Party shall assign or charge their respective rights hereunder or purport to do the
same nor transfer, make over or subcontract or purport to transfer, make over or subcontract
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the performance of their respective obligations hereunder or any part thereof without the prior
consent in writing of the other,

19.5. If any provision of this Agreement is declared invalid by any court or tribunal of competent
jurisdiction, then such provisions shall be deemed automatically adjusted to conform to the
requirements of validity as declared at such time and, as so adjusted, shail be desmed a
provision of this Agreement as though originafly included herein. In the sventthat the provision
invalidated is of such @ nature that it cannot be adjusted, the provision shall be deemed
deleted from this Agreement as though the provision has never besn included herain. in either
case, the remaining provisions of this Agreement shall remain in effect.

18.6. Any nofices to be given by either Party to the other in ferms of this Agreement shall bs sent to
the addresses on the cover page of this Agresment, which the parties choose as their
domicilium citandi et execttandi.

19.7. Either Party shall be entitled to change its address upoin written notice to tha bther Party to be
effective 10 days after posting of same.

19.8.  Any notice required to be given hereunder shall be in writing and shall be given hy delivering
the same by hand at or by sending the same prepaid first class recordsd delivery post or other
fast postal or courier service. Any such notice given as aforesaid shall be deemad to have
been glven or recéived at the time of delivery (if delivered by hand or courier) or when signed
for (if sent by post). In providing the fact of dispaich by post it shall be sufficient to show that
the envelope containing the notice was properly addressed, stamped and posted, and delivery
recorded by the recipient’s signature, '

19.9. Clayse headings are inserted for ease of reference and shall be ignored in interpreting or
construing this Agreement.

19.10. The rule of construction that a contract shall be Interpreted against the Party respansible for
the drafting or preparation of the contract shall not apply.

19.11. This Agreement shall be governed and construed in accordance with the laws of South Africa
and the parties hereto hereby submit to the jurisdiction of the South African courls,

18.12. The expiration or {ermination of this Agreement shall not affect such of the provisions of this
Agreement as expressly provide that they will operate after any such expiration or termination,
or which of necessity must continue to have effect after such expiration or termination,
notwithstanding that the clauses themselves do not expressly provide for this, ﬁ/ .
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Between

Neotel {(Pty) Ltd

~a company duly registered under the company laws of the Republic of South Africa having registration
number-2004/004619/07, and having its principle place of business at 44 Oid Pretoria Main Road,
' Midrand, Gauteng.

{“Neotel”)
And

_ i ‘Homix (Pty) Ltd

~

a company duly registered und;r the company’ élws.()f the Republic of South Africa having registration
number 2012/176951/07 and having its principle-place-of business at 192 Springbok Street, Wierda Park,
Pretoria, Gauteng. R NN N

{“Consultant”)

WHEREAS
4, Neote provides the Neotel Services.

b. Neotel requires the assistance of the Consultant with certain activilies that will: lsad to the
conclusion of business transactions with various organizations countrywide..

¢c. Neotel and the Consultant wish to record the terms and conditions which will govem the
relaticnship between the Pasties. .

WHEREBY THE PARTIES AGREE AS FOLLOWS:

1. INTERPRETATION
1.1,  Inthis Agreement -
1.1.1. clause headings are for convenience and are not to be used in its interpretation.

1.1.2. The words "include” and "including” mean "include without limitation" and "including
without limitation®. The use of the words "include® and including” followed by a
specific example or examples shall not be construed as limiting the meaning of the

genera! wording preceding it. e _
FPROVED AS TO FORM /éf/
" FOR SIGNATURE =l /]
NEGWWNT
By: e o "‘~/ Page 1 0f 11
Signature:v—% .

Date: f?'/;}* ‘/?_“’-ft}u
Y
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1.2,

1.1.3.

1.1.4.

Where figures are referred to in numerals and in words, if thers is any conflict batwaen
the two, the words shall pravail.

Any substantive provision, notwithstanding that it is only a definition in this Agreement,
conferring rights or imposing obligations on a Party, shall be given effect to as if &t
wers a substantive provision in the body of this Agreement.

Unless the context indicates a contrary intention an expression which denotes -
1.1.5.1. any gender includes the other genders;

1.1.5.2. anatural person includes a juristic person and vice versa; and
1.1.5.3. the singular includes the plural and vice versa.

In this Agreement the following expressions bear the meanings assigned to them below and
caognate expressions bear corresponding meanings -

1.2.1,

1.2.2,

1.2.5

1.2.4.

1.2.5.

1.2.6,
1.2.7.
1.2.8.

1.2.9,

“Affiliate” means, with respect to either Party, any other entity which is a subsidiary or
a holding company of such Party. In regard to this definition the terms "subsidiary* and
‘holding company” shall have the meaning assigned thereto in Saction 1 of the
Companies Act No. 71 of 2008, but shall include any foreign entity which, had it been
registered in terms of that Act, would falf within the ambit of such term;

‘Agreement’ means this New Business Consultancy Agreement and the Annexes
and Schedules, if applicable, hereto;

‘Business Day" means any day other than Saturday, Sunday or a public holiday
officially recognized as such in the Republic of South Africa;

‘Commencement Date” means 12 December 2014, notwithstanding the date that this
Agreement is signed by the Party slaning last in tirne;

‘Consultancy Services” means the consultancy services to be rendered by the
Consuttant for the Project as set out In clause 4 of this Agreement; and

“Customer” means the entity set out in clause 4 of this Agresment;
‘Fee” maans the amounts referrad to in clause 8,
“‘Intellectual Property Rights” means and includes:

1.2.8.1. rights in and in relation to any invention {whether or not patented), patent,
design, trade mark{whether or not registered), trade or business name
(including all goodwill associated with any trade mark, or any trade or
business name), copyright, database, domain name, circuit topography
design, and/or utility model, and including the benefit of all registrations or
applications to register and the right to apply for registration of any of the
foregoing items and all rights In the nature of any of the foregoing items,
each for their full term (including any extensions or renswals thereof) and
wheraver in the wetid enforceable; and

1.2.8.2. all other intellectual propetty rights and forms of protection of a similar nature
or having equivalent or similar effect and which may subsist anywhers in the
waorld; .

“Neotel Services” means those services provided by Neotel to various customers in
the course of ordinary business as may be developed, supplemented, enhanced,
modified, replaced or discontinued in Neotel's sola discretion from time to time;

0

Neotel
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1.2.10. "Order” means an order, duly completed and signed by a Customer, In respect of the
Neotel Services, which is attached o a valid services agreement (entered into
between Neotel and the Customer) which references the applicable Project:

1.2.11. “Parties” means collectively, the parties fo the Agieement, as are defined on page 1
of this Agreement; and “Party” shall mean sither one of them; and

1.2.12. "Project” means as defined in clause 4, in respect of which Neotel requires the
Consultant to provide the Consultancy Services.

2. ENGAGEMENT FOR SERVICES

2.1.

22

2.3

24.

2.5.

Neotel may, in its sole discretion, engage the Consultant, on a non-exciusive basis, to provide
Consultancy Services for Projects described in this Agreement.

Notwithstanding the completion of any Schadule, Neotel shall, at all fimes, bs entitled sither
itself or through other consultants (and/or agents) to solicit Orders from cusiomers (including
potential Customers) for Neotel 3ervices.

The Consultant shall petform the Consultancy Services itself and shall not be entitied to
appoint sub-consultants to provide the Consultancy Services,

Neotel reserves the right to modify or discontinue zll or any portion of the Neotel Services at
any time upon 90 (ninety) days written notice to the Consultant, without Neotel incurring any
liability to the Consultant.

Apart from the terms and conditions of this agreemant, Neotal shall not be liable for a Fee in
relation to any Project unless a Schedule has been executed. The Fee shall be specific to a
Project and related Customer identified in a Schedule. Any work undertaken by the Consultant
which is not set forth in an executed Schedule shall be at the Consultant's risk and cost.

DURATION

a1

3.2,

3.3.

4.1,

4.2

a.

This Agreement shall come into effect on the Commencement Date and shall remain in force
until terminated in accordance with the terms hereof.

Either Party may terminate this Agreement on 60 (sixty) days written nofice to the other Party
without the obligation to formulate or furnish written reasons to the other Party. In the event
that there Is a signed Schedule for a Project at the titme of the termination notice and an Order
is not received by Neotel during the sixty (60} day notice period, neither party shali have any
further obligations to the other Party in relation to such Project.

Neotel shall be obliged to comply with all payment ohligations in relation {o Fees in
accordance with clauses 6 and 7 for fulfilment of the Consultancy Services by the Consultant.

. CONSULTANCY SERVICES

The Consultant undertakes to facilitate the successful conclusion of the Asset Sale referred to
in the Master Services Agreement concluded between Neotel and Transnet SOC Limited
(Transnet).

For the purposes of this Agreement:

"CUSTOMER” means: Transnet SOC Limited;

b, "PROJECT" means: the successiul conclusion and signature of the asset sale forming part

A

of the MSA concluded between Neotel and Transnat SOC Limited.

/

Page 3 of 11

o

Neotel



CVv-191

“NEOTEL REPRESENTATIVE” mearis Francois van der Merwe

5. WARRANTIES REGARDING THE PERFORMANCE OF
SERVICES

5.1.

5.2

5.3.

5.4.

5.5,

5.8.

Throughout the period of the Agreement, the Consultant warrants that it will:

5.1.1. work in a manner that will reflect favourably on and promote the good name and
reputation of Neotel and observe the highest standards of integrity and fair dealing
with the public and not do anything which wifl adversely affect Naotal;

5.1.2. not make any false or misleading misrepresentations or engage in any unauthorised
ot illegal {under any applicable law) acts;

5.1.3. adhere to applicable taws and obtain such permissions and approvals necessary for it
to undertake the Consultancy Services; and

5.1.4. not sign or execute documents, nor make any representation or warranty relating to

tha Neotel Services.

The Consultant shall be solely responsible for all expenses incurred by it in connection with
this Agresment, including staff cosls, office and iravelling expenses.

In cartylng out the Consultancy Services under this Agreement, the Consultant will liaise with
the representativa of Neotel (the “Nectel Representative”).

Subject to the terms of this Agreemant, Neotel will, in its sole discretion, grant the Consultant
access to varlous aspects of Neotel's business which Neotel believes to be necessary for the
Consultant ta carry out the Consultancy Services.

The Consultant warrants that, at alf times, In undsrtaking the Consultancy Services under this
Agraament, it shall

5.5.1. diligently praovide the Consultancy Services, to the best of its skills, ability, knowledge
and expertise and shall at all times conduct itself with integrity with regard to or in
connection with the Consuliancy Services and any matter or thing in connection with
this Agreement.

5.6.2. comply with the instructions of the Neotel Representative;
§.5.3. conduct itaslf in a manner that is not illegal or fraudulent; and

5.5.4, comply with Neotel's governance and compliance requirements, included but not
iimited to US Sarbanes-Oxley Act of 2002 and King Ili as Nsotel may request from
time to time and agrees 1o provide its full co-operation and assistance (including with
disclosing all relevant information and data) to Neotel in any related audit exsrcise
which Neotel may underiake.

The Consultant indemnifies and holds Neote! harmless from any and all losses arising from, or
in connection with any claim or action arising from the Censultant’s faifure to comply with the
terms of this clause 0.

6. FEES

6.1.

For safisfactory performance of the Consultancy Services in accordance with the terms and
conditions of the Agreement, Neotel shall pay to the Consultant the Fees as follows:

6.1.1. For the successful implementation and finalization of an operational agresment
relating to the future maintenance, insurance and cperating of the Assets bought by
Transnet igf Neo/t,el, a full and final once of fee of R25 000 000.00 (Twenty Five Million

]
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Rand), payable 30 days after signature of the Operational Agreement between Neoctel
and Transnet SOC Limited currently anticipated for 18 March 2015 or any other later
date agraed by the Neotel and Transnet SOC Limited;

8.1.2. The Fees contemplated in 6.1 above are excluding VAT.

6.2. The work is to be carried out on a pure risk basis and the Consultant shall not bill for any time
and material nor any out of pocket expenses.

6.3. Notably, the Fees referred to above in this clause 6 is success fee commission payable
because of the assistance and expertise provided by Consultant enabling Neotel to successfully
close the Project which Project is currently agreed to be lost business as confirmed by both
Neotel and Transnst SOC Limited,

6.4, For the avoidance of any doubt whatsoever, satisfactory performance of the Consultancy
Servicas shall be evidenced by the following:

6.4.1. Successful conclusion and signature of an agresment giving effect to the sale of
assets as contemplated in the Master Services Agreemerit concluded hetween Neotel
and Transnet SOC on or before 19 December 2014, and

6.4.2. Confirmation and agreement of related asset sale and the conclusion of an operaticnal
agreament in this regard by no later than 18 March 2015,

6.5. Notwithstanding the remaining provisions of this Agresment, the Consultant shall enly hecome
entitted to a Fee upon payment by Transnet SOC Limited to Neotel of the upfront payments
agreed 1o in the Master Services Agreement,

. PAYMENT OF FEES

7.1, The Consultant will invoice Neotel for Consultancy Services rendersd on completion of the
above set out in clauses 6,

7.2.  Specifically payment for the asset sale contemplated in clause 6 above shall be made 30 days
after the Operational Agreement between Neotel and Transnet SOC Limited has been signed
by both parties — curtently anticipated for 18 March 2015 but which may be extended by
agreament of both Neotel and Transnet SOC Limited, in which event, the payment date for
fees due to Consuitant will be extended by 30 days accordingly.

7.3.  Payment to the Consultant of the Fee shali constitute the entire and sole liability of Neotel for
performance under this Agreemsnt. The Consultant shali not be entifled to any additional fee
or other compensation for any Neotel business facilitated through the services of the
Consuliant unless expressly agreed in writing to the contrary. Neotel shafl not be liable for any
expenses ot costs incurred incidental to performance of this Agresment,

. INDEPENDENT OFPERATIVE

8.1.  For the avoidance of doubt, it is expressly agreed and declared that, in performing the
Consultancy Services, the Consultant is an independent operative and not a legal
representative, franchisee, servant, an employee or agent of Nectal. The Parties warrant and
acknowledge that the relationship between them is not in the nature of a partnership or
franchise relationship and that neither Parly is in any manner entitled to make or enter into
binding agreements of any nature on behalf of the other Party. Save as specifically herein
contemplatad —

8.2. the Consultant shall have no authority to assume any obligation of any kind on behalf of

2.

Neotsl or to bind or comimit Neotel in any way. /
}
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8.3.

8.4,

8.5,

it is specifically recorded that-

8.3.1. the Consultant has an existing, established business of its own, which business is
entirely associated with the Consultant's own brand, trade marks and advertising; and

8.3.2. the Consultant currenily or will in the future, sells, markets, promotes and distsibutes
the products and services of other paries, which products and services will be
associated with the brand names and trade marks of such pariiss, and are in no way
linked to Neotel.

The Parties agree that Neotel -

8.4,1. has not chargad, nor has it been paid any consideration or fee to enter into this
Agreement with the Consultant, and will not recsive any such considsration or fee for
the saie/promotion of its Serviced by the Consultant; and

8.4.2. is not by this Agreement or at ali, granting the Consultant the right fo carry on a
business or extending the tight to carry on the Neotel business to the Consultant.

The Consultant shall have no authority or power to enter into any agresment or incur
obligations on Neotel's behalf or commit Neotel in any way and the Consultant shall nat hold
itseif out as having any such power or authority.

. AVAILABILITY

Owing to the nature of the Consultancy Services, the Consultant agrees to be availabie to Neotel for
performance of the Consultancy Services during all reasonable working hours as and when
requested by Neotel provided that sufficient notice is given to the Consultant. The Consultant
undertakes to notify Neotet of its availability or non-availability, as the case may be, for any meeting
within 5 (five) Business Days of receiving written notification thereof.

10. STATUTORY OBLIGATIONS
10.1.  Without prejudice fo its other obligations or responsibilities, the Consultant warrants that the

10.2.

Consultancy Services provided under this Agresment shall be executed in all respects in
accordance with all relevant requirements of any statute, statutory rufe or order or other
instrument having the force of law, all rules or instructions relating to safety, all rules,
principles, codes of conduct and ethics, standards and customs applicable to persons
undertaking the activities of an independent sales consultant, as the case may be, and all
reasonable requirements of Neotel.

The Consuitant hareby underiakes that, in the provisicn of the Consultancy Services, and in all
of its engagements with Customers or prospective customers, it will (to the extent relevant)
comply with the provisions of the Consumer Protection Act 68 of 2008 and any Regulations
imposed thersunder, and further indemnifies Neotel against any claitms or damages arlsing out
of the Consultant’s failura ta comply with this clause 10.2.

1. CONFIDENTIAL INFORMATION

11.1.

“Confidential Information” means that information disclosed to or obtained by the Consultant
which relates to Neotel and/or its Affifiates products, services, data, staff, agreements to which
the disclosing Party is a parly, affairs or metheds of doing business (including member
records, trade secrets and information of commercial value such as the identity of existing or
prospective customers and/or Customers) or any research or development matters or
activities. It shall also mean all items prepared for or submitted to Neotel in connection with

W

Neotel
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11.2. The Consultant acknowledges that the Confidential Infarmation is proprietary fo Neotel.

11.3,

1.4,

11.5.

The Consultant agrees to hold all such Confidential Information in trust and confidence for
Neotel and not to use such Confidential Information other than for the benefit of Neotel. Except
as may be authorised by Neotel in writing, the Consultant agrees -

11.3.1. not to utilise, employ, exploit or in any other manner whatsoever use the Confidential
Information for any purpose whatsosver,; or

11.3.2. not to disclose any such Confidential Information by publication or otherwise for any
reascn or purpose whatsoever; and

11.3.3. to restrict the dissemination of the Confidential information to only those of its staff
who are actively involved in activilles for which use of Confidential Information is
authorised and then only on a *need to know" basis and the Consultant shall initiate,
malntain and monitor internal security procedures reasonably accaptable to Neota! to
prevent unauthorised disciosure by its staff,

The Consultant shall procure that its staff who have access to the Confidential Information
agree in writing to be bound by and to comply with the provisions of this ¢lause 11.

Upen termination or expiration of this Agresment, the Consuitant shall return to Neotel alt
materials and items including but not limited to papers, documents, tapes or other media
which contain any such Confidential information. In the event of loss of any item containing
such Coniidential Information, the Consultant shall promptly notify Neotel of such loss in
writing. The Consultant shall keep all materials and items containing Confidential Information
safe and sscure at all times uniil such materials and ifems are returned to Neotel,
Furthermore, the Consultant shall disclose such material under this Agreement only to those
persons of Neotel whom Neotel has identified to the Consultant as an authorised recipient of
such material and items.

12. TERMINATION

12.1.

12.2,

Termination for cause

Without prejudice to any rights and remedies that may have accrued, either Party may
terminate this Agreement with immediate effect upon written notice if the other Party:

12.1.1. ceases to trade {either in whole, or &s to any part involved in the performance of this
Agreament);

12.1.2. becomes insolvent, has a receiver, administrative receiver, administrator or manager
appointed of the whole or any part of its assets or business; or

12.1.3. makes any composition or arrangement with its creditors, takes or suffers any similar
action in consequence of debt, is unable to pay its debts under any applicabla law
relating to bankruptoy or the relief of deblors.

Breach

12.2.1, Either Party shall be entillad to terminate this Agreement in the event of the other
Party committing a material breach of any of the terms of the Agreement and failing to
remedy such breach within a period of 14 {fourtesn) days after recelpt of written notice
drawing its attention to the breach and demanding that it be remadied.

12.2.2. For the purposes of clause 12,2.1, failure to comply with the terms of clause 0 and the
occurrence of any of the events listed in clause Exreri-Referense-seurcenot found.t

ghall congtitute a material breach of this Agreemeni. % f«‘-’/
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13. DISPUTE RESOLUTION

13.1.

13.2,

13.3.

In the event of any dispute arising between the Parties under this Agreement, the Parties will
act in good feith to attempt to seitle the dispute through discussions between their respectivs
senior representatives within 3Q (thirty) days of a either Parly giving the other Party notice of
the issus in dispute.

Any dispute which cannot be resolved by the Parties within the 30 (thity) day period, as
provided in this clause 12, shall on written demand by either Party to the dispute be submitted
to arbitration at the Arbitration Foundation of Southem Africa ("AFSA®). The arbitrations shali
be held at Johannesburg, in the English language by a single arbitrator appointed by the
AFSA, in accordance with the AFSA Rules. The decision of the arbitrator shall be binding on
the Parties after the expiry of the period of 20 (twenty) days from the date of the arbitrator's
ruling 1f no appeal has been lodged by any Party or upon the issue of determination by the
appeal panel, as the case may be. Any appeal shalt also be deait with in accordance with the
AFSA rules, by a panel of 3 {three) arbitrators appointed by AFSA. A decision, which becomes
final and binding in terms of this clause 13.2, may be made an order of court at the instance of
either Party,

Notwithstanding the provisions of this clause 12, sither Party shall have the right to seek
interim relisf from any court of competent jurisdiction.

14. LIMITATION OF LIABILITY
Save for a breach of any warranties contained in this Agreement

14.1.

14.2.

neither Party shall be liable to the other Party, its employees, agents or sub-contractors ot any
third party for any consequential, indirect, punitive, special or incidental loss ar damage
howsoever arising which shall include but shall not be liméted to loss of properly or loss of
profit, business, goodwill, revenus or anticipated savings ot any costs, claims or demands of
whatsoever nature and howsoever arising, whether out of breach of express or implied
warranty, breach of contract, misrepresentation, nagligence, strict fiability, in delict or
otherwise, whaether asserted against that Party by any third party and whether based on or in
relation to this Agreement, any Services performed or undertaken under or in connection with
this Agreement, the rendering or non-rendeting of the Services, their withdrawal or
suspension, or otherwise; and

without in any way limiting or derogating from the above provisions, the Parties agres that the
total amount of Neotel's liability arising out of the performance of its obligations under and in
terms of this Agreement and whether in contract, delict, breach of statutory duty or otherwise,
shall be limited to the total amount to be paid to the Consuitant under this Agreement, in a 12
(twelye) month period.

15. BREACH

15.1.

15.2.

In the event that either Party defaults in the performance of any of its duties or obligations
under this Agreement and does not cure such default within 7 {seven) business days after
being given written notice of such default, then the Party not in default may terminate this
Agreement forthwith by giving witten notice to the defaulting Party to this effect.

The Consultant indemnifies and holds harmiess Neotel against all costs and expenses that
Neotel may incur as a result of the Consultant's failure to comply with the terms of this

Agreement. /ﬁ/ /
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16.

16.2.

18.3.

INTELLECTUAL PROPERTY RIGHTS
16.1.

Neotel retains all right, title and interest in and to the Neots! Intellectual Property Rights. As of
the Commencement Date, the Consultant is granted a non-exclusive license for the continued
duration of this Agreement to perform any lawful act in respect of the Neotel intellectual
Praperty Rights for the sole purpose of providing the Consultancy Services to Neotel pursuant
to this Agreement. The Consultant shall not be permitted to use the Neotel Intellectual
Property Rights for the benefit of any entities other than Neotel without the written cansent of
Neotel, which may be withheld at Neotel's sole discration, The Consuitant shall cease all use
of the Neotel Intellectual Property Rights as of the termination or expiration date of this
Agreement, or the date of completion of the Consultancy Services, whichever is the earlier,

Nothing contained in this Agraement shall be construed to confer or be deemed to corifer on
either party the intsllectual Property Rights of the other Party.

The Consultant indemnifies Neotel against all claims, actions, damages, liabilities, costs and
expenses, including reasonable attomey's fees and expsnses, ariging out of any claims of
infringement of any (i) Neotel Intelleciual Properly Rights; and/or (i) patent, trade secrat,
copyright, trademark, service mark, trade name or similar proprietary right of any third party,
which claim arises directly or indirectly out of the infringement by the Consultant of the
intellectual Properiy Rights of Neotel,

17. ADVERTISING AND MARKETING:

17.1.

17.2.

The Consultant shall not make or issue any formal or informal announcement, advertisement
or statement to the press in connection with the Agreement or otherwise disclose the
existence of the Agreement or the subject matter thereof to any other person without the prior
written consent of Neotel.

Neotel shall be entitled, in its sole discretion, to make or issue any formal or informal
announcement, advertisement or statement to the press in connection with the Agreement and
to disclose the existence of the Agresment or the subject matter thereof to any other person,

18. CESSION AND ASSIGNMENT

18.1.

18.2,

Subject to clause 18.2, no rights, duties or liabilities under this Agreement may be ceded,
assigned, transferred, conveyed or otherwise dispossd of by either Party without the prior
written consent of the other Party, which consent shall not be unreasonably withheld.

Notwithstanding the provisions of clause 18.1, Neotel is entitied to cede, transfer and make
over its right, titte and interest in and to any and all debts and receivables due and/or payable
to Neotel under this Agreement, both future and present arising under this Agreement, as
security or otherwise. The Consultant hereby recognises and consents to such cession and/or
transfer (inciuding any splitting of claims that may arise) and agrees that the prohibitions of
clause 18.1 shall not apply to any such cession and/or transfer,

12. GENERAL

19.1.

Save where expressly provided for in writing and signed by Neotel and the Consultant, this
Agreement embodies and sets forth the entire agreement and understanding of the parties
and supersedes all prior orat and written agresments, understandings or arrangements
relating to the subject matter of this Agreement. No Party shall be entitled to rely on any
agreement, understanding, arrangement, promise, term, condition or obligation, oral or written,
expressed or implied other than those expressly set forth in this Agreement, d

Page 9 of 12
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19.2.

19.3.

19.4,

19.5,

19.6.

19.7.

19.8.

19.9.

18.10.

19.11.

19.12.

This Agreement shall not be amended, modified, varied or supplemented excapt in wiling
signed by Neotel and the Consultant,

No failure or delay on the part of either Party hereto, to exercise any right or remedy under this
Agreement shall be construed as or operate as a waiver thereof, nor shall any single or partial
exercise of any right or remedy, as the case may be.

Neither Party shall assign or charge their respective rights hersunder or purport to do the
same not transfer, make over or subcontract or purport to transfer, make over or subcontract
the performance of their respective obligations hereunder or any part thereof without the prior
congent in writing of the other.

it any provision of this Agreement is declared invalid by any court or ttibunal of competent
jurisdiction, then such provisions shaii be deemed automatically adjusted to conform to the
requirements of validity as declared at such time and, as so adjusted, shall be deemed a
provision of this Agreement as though originally included herein. In the event that the provision
invalidated is of such a nature that it cannot be adjusted, the provision shail be deemead
deleted from this Agreement as though the provigion has never been included herein. In either
case, the remaining provisions of this Agreement shall remain in effect.

Any notices to be given by either Parly to the other In terms of this Agreement shall be sent to
the addresses on the cover page of this Agreement, which the parifes choose as their
domicllivm cltandi et executandi.

Either Party shall be entitled to change its address upon written notice to the other Party to be
effective 10 days after posting of same.

Any notice required to be given hereunder shall be in writing and shall be given by delivering
the same by hand at or by sending the same prepaid first class recorded delivery post or other
fast postal or courler sernvice. Any such notice glven as aforesaid shall be desmed to have
been given or received at the time of delivery (if delivered by hand or courier) or when signed
for {if sent by post). in providing the fact of dispatch by post it shall be sufficient to show that
the envelope containing the notice was properly addressed, stampad and posted, and delivery
racorded by the recipient's signature.

Clause headings are inserted for ease of reference and shall be ignored in interpreting or
construing this Agreement.

The rule of construction that a contract shall be interpreted against the Party responsible for
the drafting or preparation of the contract shall not apply.

This Agreement shall b2 governed and construed in accordance with the laws of South Africa
and the patties herato hereby submit to the jurisdiction of the South African courts.

The expiration or termination of this Agreement shall not affect such of the provisions of this
Agreetnent as exprassly provide that they will operate after any such expiration or termination,
or which of necessity must continug to have effect after such expiration or termination,
notwithstanding that the clauses themselves do not exprassly provide for this.

a
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%
SIGNED at h’\tvlm’iwi on l Cj M 2015,

For and on behalf of
NEOTEL (PROPRIETARY) LIMITED

ol

g‘UWlu Ty

Name of Signatory

Mh P} CeD

F~

Designation of Signatory
SIGNED at on 2015.
For and on behalf of
HOMIX (PROPRIETARY) LIMITED
i,
']/A\J?XQU‘E Haswars
Name of Signatory
CFO
T e Designation of Signator
HOMIX iy} Lid i T
Reg 2012478051457 ‘u’i«l ALE02BE150
i 'i:-;r ng!w rerdn Park Cantiicn
o Vakala {773
o Flax +27 12 644 9183
f}.')“‘ 1A, TRV 1A 651 0053
H __‘F};'hllf I& ¥ WL e B AT N
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HOMIX (PTY) LTD
- e REG NO.: 2012/176951/07
’ ) 192 SPRINKBOK STREET, WEIRDA PARK, PRETORIA
OMIX P.0 BOX 21363, VALHALLA, 0173
TEL: 427 12 654 01383
APPLYING THOUGHT FAX: 427 12 654 0188
www.homix.co.za
TAX INVOICE
INVOIGE TO: VAT No.:4880263159
NEQTEL {PTY)LTD
NEO VATEPARK DATE: 2/01/2015
44 OLD PRETORIA MAIN ROAD INVOICENO: 278
MIDRAND ORDER NO:  TN-50GC
1685 PROJECT: MSA
CONTACT:
VAT NO:4800224455 ACC. NO: NEOGL
QTY DESCRIPTION UNIT PRICE TOTAL
For- Master Servises Agreement Succassful Conclusion
Success Fee R 36 000 000,00 R 36 000 600,00

SUBTOTAL  R36 000 000,00
Payment 7 Days from invoice VAT R 5040000,00

o TOTAL R 41 040 000,00

ACCOUNT DETAILS:

BANK: STANDARD BANK
ACCOUNT NAME: HOMIX (PTY) LTD
ACCOUNT TYPE: CURRENT ACCQUNT
ACCOUNT NUMBER: 011863897

BRANCH NAME: VAN DER WALT STREET
BRANCH CODE: 10145

AAN RESOURGE CONSULFANTS




