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MEM-001

IN THE JUDICIAL COMMISSION OF INQUIRY INTO ALLEGATIONS OF STATE CAPTURE

CORRUPTION AND FRAUD IN THE PUBLIC SECTOR INCLUDINGORGANS OF STATE

AFFIDAVIT

I, the undersigned,

MATHULWANE EMILY MPSHE

do hereby make the following statements under oath:

1. 1 am the Acting General Manager: Human Capital (HR) at South African Express

Airways, Kempton Park, Johannesburg.

2. The facts to which | depose are true and correct and are within my personal

knowledge except where it is apparent from the context that they are not.

3. | have been requested by the Commission of Inquiry into State Capture, Corruption
and Fraud in the public sector, including organs of state, to assist on their

investigations. My contribution wili relate to my period at the South African Airways

SOC limited ("SAA").




Qualifications and employment history with SAA~

MEM-002

4. My qualifications are as follows:

5.

Post Graduate Diploma in Business Management, Warwick UK;

BComm Unisa, =~

Associate Banking Diploma Institute of Bankers of South Africa,

Licentiate Banking Diploma institute of Bankers of South Africa.

| have extensive experience in leading and transforming human capital as a general
manager, executive and executive director. This experience spans over 18 years in
large global organisations across industries including and not limited to banking, retail

and airline.

| am a Professional Consciousness Coach, supporting individuals and executives by
co-creating achievement of goals through self-discovery thus empowering them to be

the grandest versions of themselves.

| am a non-executive directof"f.c;;ﬁeimé;diriefSA.and Fleld ,Band_F_ouﬁaatiaﬁ:"which.are__
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8. | served as a council member of the University of Zululand for seven years and
Chairperson of the Board for Kids Haven, a home for street children in Benoni, for
seven years. | was a member of the South African delegation on the Trust Reflect and
Telt {TRT) experience in Hamburg and remained a member and President elect before

TRT's dissolution. The main objective of TRT was to advocate for peace and

reconciliation.

9. | was employed at SAA from September 2010 to March 2018 as the General Manager:
Human Resource (GM-HR). I was then requested to be Acting Chief Executive Officer

(ACEQ) from Juiy 2015 to 13 November 2015, before returning to my HR position at

SAA.
My appointment as Acting CEO in mid-2015

10. Around the end of July 2015, | was appointed to act in the Chief Executive Officer
(CEQ) position, following the return of Mr Nico Bezuidenhout to Mango Airlines
(Mango), a subsidiary of SAA. Nico was the CEQO of Mango at the time, but was
appointed Acting CEO for SAA by Ms Dudu Myeni. A meeting had been called by Mr

Tony Dixon, a member of the SAA board of directors (Board). The meseting was with

the SAA Executive Committee (EXCO).

11. Mr Bezuidenhout was not at this meeting, but Mr Dixon informed us that he had met
with Mr Bezuidenhout and he then informed us that the Chairperson of the Board, Ms

Dudu Myeni (The Chair) had requested that Mr Bezuidenhout return to his role as the

CEO of Mango, and that | be appointed as the acting CEO.
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12. | was taken aback by what Mr_Dixon had said. This was due to the fact that the board
had decided to take Mr Bezuidenhout out of the position as the acting CEO, and aiso
that they thought to approach me to be the acting CEQ, and that they did not even

discuss it with me before this meeting.

13. At first | refused, but upon persuasion by my colleagues and discussions with family, |

decided to accept the offer.

14. | acted in this position until 13 November 2015 before being instructed to return to my
permanent position of General Manager, HR. This was following the appointment of
Mr Musa Zwane as the Acting CEQ. Officially, when | was sent back, | was informed
that the ACEO’s post would become and be dealt with on a “rotational” basis to allow
transfer of skills to other SAA personnel (Annexure TM1). In my opinion, this was
merely a way to remove me from the post, because Mr Musa Zwane acted from 14
November 2015, to October 2017. There was no further rotation in that period, till the

current CEO, Mr Vuyani Jarana, was appointed on 1 November 2017.

Chairperson’s interference in the daily operations

15. In my personal experiences of the Chairperson’s interferences, | first dealt with such
interference around 2015. The Chair (Ms Myeni) issued an instruction that certain
persons should be appointed in certain positions, and disciplinary action needed to be
taken against some executives of SAA. These instructions were over time. Some of

the instructions were verbal and others were written, such as-in emails.

v
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Instruction to appoint Captain Mpho Mamashela into the position of Chief Operations

Officer

16. During March 2015, SAA had started the process to implement section 189 of the
Labour Reiations Act (LRA), Act 66 of 1995 (Section 189 deais with the retrenchment

process). SAA had to reduce the head count. Consultations with the unions had been

initiated.

17. During these processes, the Chair issued another instruction that Captain Mpho
Mamashela be appointed in the position of the Chief Operations Officer. This position
was not provided for in the new approved SAA organisational structure. The Chair
mentioned that Mr Bezuidenhout met with Captain Mamashela in Mauritius and Mr
Bezuidenhout allegedly informed the Chairperson that Captain Mamashela would be
suited to the COO position. When | had a discussion with Mr Bezuidenhout in this
regard, he denied that this was the case. He said they had social discussions in

Mauritius over drinks after hours, and no commitments were made to take the matter

further.

18. Due to the fact that i considered the instruction unlawful in terms of policies and
procedures, ! refused to make this appointment and asked the Chair to first amend
and approve the organisational structure and issue the said instruction in writing.

Captain Mamashela was ultimately not appointed and the structure was not amended.

6 K
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Instruction to appoint Captain_Eric Manentsa. into. the position of Head of Flight

Operations

19.

20.

21.

22.

N

A further example of this is when an instruction was issued by the Chair, that Captain
Eric Manentsa should be appointed in the position of the Head of Flight Operations.
The subject of the appointment was introduced by Ms. Yakhe Kwinana (Ms Kwinana),
a board member and Chair of the Audit and Risk Committee (ARC). This matter was
discussed in various Remuneration Committee (Remco) meetings. Ms. Kwinana
stated that Captain Manentsa had complained that his role as Chief Pilot (CP) was

ceremonial, and he needed to be appointed into the Head of Flight Operations role.

Present at this meeting were the Company Secretary, Ruth Kibuuka, the HoD
Employee Relations, Mr Lourens Erasmus, the Deputy Company Secretary Ms
Mabana Makhake, Ms Kwinana, Ms Myeni and Dr. Tambi (also a board member and

chair of Remco).

This matter was raised by Ms Kwinana following a discussion she had with Captain
Manentsa whilst they were seated together on a flight to East London. This was not a
formal complaint as it did not follow protocol and due process. Secondly, this was an
operational matter, where Ms Kwinana raised it without the proper mandate, and

outside of the realm of non-executive board member’s functions.

| was concerned that transparency, policy and procedure would be flouted in the
manner Ms Kwinana addressed the issue. At the-Remco meeting held on 9 July 2015
and on the 18" of August 2015 | then advised that the appointment of Captain

Manentsa into the position of Head of Flight Ops needed to follow due processes
6
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23.

24,

25.

26.

27.
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(Annexure “TM2”). | advised that combining the positions of Chief Pilot and Head of

Flight Operations was an anomaly.

The roles of Chief Pilot and of Head of Flight Operations had originally been
advertised and Captain Manentsa was appointed as Chief Pilot through due

processes. Captain Sandy Bayne was appointed as Head of Flight Operations, also

after following due processes.

Despite the above being explained, which was also supported by a submission to the
Remco Chair. Ms Myeni said they stood by their decision to appoint Captain Manentsa

as the Chief Pilot and Head of Flight Operations.

The Chair interjected and made it a racial issue, indicating that there was resistance to
appoint Captain Manentsa in that position because he is black. Historically, the roles
were separated and the company has reverted to the old structure. Furthermore, the

separation of the roles is a requirement of SACAA and Best Practice in the aviation

industry.

| then attempted a different angle to try explain and referenced more specifically the
policy | was referring to. I informed the Chair that according to the flight operations
manual, aligned to the Civil Aviation Authority (CAA) requirements, the role of Chief

Pilot and that of Head of Flight Operations needed to be kept separate (Annexure

TM3).

The Chair responded by saying “/ don’t care what you say, you will combine the

roles”. On this instruction | then initiated a request to CAA and the Department of

L;@RW
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transport, informing them of the board’s instructiom to tombine the two roles (DoT -

Annexure “TM4”).

28. This was actually an operational matter falling within the ambit of the CEQ and the
GM: Operations. After the roles were combined, Captain Manentsa was then
appointed in the position of Acting Head of Flight Ops, whilst still holding the position
as CP. No due processes were followed as it was an instruction from the board. As
time went on Captain Manentsa was allegedly not coping with the combined roles. He
allegedly stated that he never said he had wanted the combined position of CP and
Acting Head: Flight Ops, and he tendered his resignation for the post of Acting Head

of Flight Ops. He remained in his position as CP at that stage, and has since also

resigned as CP.

Instruction to appoint Mr. Kendy Phohileli

29. Mr. Kendy Phohleli {(Mr. Phohleli), was appointed during October 2013 as interim GM:
Commercial to SAA on a short-term contract to assist Mr. Monwabisi Kalawe, whose
position was CEO at the time. Then Mr Sylvain Bosc was permanently appointed in
the position as GM: Commercial, and Mr Phohleli's contract ended as Interim GM
Commercial. He was then appointed on a fixed term contract, to work on Special

Projects in Africa, under the GM: Commercial's Department.

30. It appeared Mr. Phohleli was very close to the Chair. Part of the reasons for stating
this is due to his contract often being extended so often. His contract ended and was
renewed on a further six (6) occasions (submission Annexure “TM5"). His position for

Africa expansion was also not included in the new organisational structure, as it was a
8



31.

32.

33.
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special project. This meant that it would have been creating an_ expectation of
continuous employment. It was at this point that the Chair got upset and issued an
instruction that Mr. Phohleli be appointed in the Commercial Division. The GM:
Commercial, Mr Bosc, declined to appoint Mr Phohieli; as there was no vacancy and

the position was not in the approved structure.

Ms Nivy Moodley, from SAA: Human Resources (HR), wrote a letter of termination of
contract to Mr. Phohleli. In the letter, he was encouraged to apply for permanent posts
that were being advertised. | know there were posts he applied for, as he had emailed

me, but he was not successful as he indicated in his email. The copy the email is

attached hereto as (Annexure TME).

On 28 and 29 September 2015, the Chair scheduled a board and Executive
Committee (Exco) meeting, which was held at the Intercontinental hotel at OR Tambo
International Airport (ORTIA), Johannesburg. During the meeting, my colleague, Ms
Moodley, was instructed to write a letter of appointment to Mr. Phohieli for the position
of Manager, in the Office of the Chairperson. This was transformed into an alleged
Board resolution according to an email from the Company Secretary (Annexure T™M7),
to appoint Mr Phohieli. The Board resolution, was later queried and chaillenged as

invalid, (Annexure TM8 & TMS9) since it did not satisfy all the requirements for a valid

board meeting.

Then, during October 2015, the Chair established a committee for Africa strategy. She
appointed Mr. Phohieli to be a member of this committee, even though he was no
longer an employee of SAA and he was not remunerated in any way. He should not

have been part of the committee, as it was for SAA employees and was highly

e £
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irregular. Amongst members of the committee | recall Captain Mamashela, Captain
Manentsa and Tebogo Tsimane, amongst others. There were no formal appointments

to the Commitiee.
Cancellation of LSG Sky Chefs’ contract

34. The history where this contract emanated, was due to various reasons. In short, there
had been an upgrade to the premium domestic and international lounges at ORTIA,
which was done to lure premium clientele, but the lounge had previously been
serviced on contract with Airchefs, a subsidiary of SAA. Airchefs had not been
providing a high standard of service, and there were numerous complaints by
customers. The upgrade of the lounge had been approached in partnership with a
private company, namely Investec. Investec thus also expected value for their money,
and a high level of quality and service, as a value add to their premium clients. As a
result, a new tender was formulated inviting all relevant catering companies to tender

for the lounge’s services, in which Airchefs also tendered.

35. During August 2015, LSG Sky Chefs were the most responsive bidder to be awarded
a catering contract after following the due procurement processes. The due processes
atso would have included LSG Sky chefs BEBEE status in the form of a certificate.
The amount was for an estimated R85 818 793.66, for a 3-year period. Purely out of
courtesy, and not any form of policy or instruction followed, | wrote a submission to the
Board and Chair on 20 August 2015, informing her to note the history, background of
events leading up to the procurement, evaluation and eventual award of contract

(Annexure TM10). | did not receive any response from the Chair, or the board. Due

)

10
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processes continued, and LSG Sky chefs were given a Letter of Award on 21 August

2015.

On 1 September 2015, the day before we were due to present to Parliament, the chajr
emailed me, informing me to hold the award of the LSG Sky chefs contract, This had
already been awarded. | cannot say | saw this email on 1 September 2015, as | did not
respond to it. On 2 September, | was with the Chair, as were various SAA board and
management of SAA. We were presenting SAA’s strategy to Parliament. The Chair
then had to answer Parliament’s guestions about the same appointment of LSG Sky
Chefs. She was not prepared for questioning, and the members of parliament
questioned her in such a way, that she could not provide answers. We as SAA

management tried to respond where we could {Annexure TM11 )

After the Parliamentary session was complete, the Chair appeared very angry
regarding this matter. Whilst we were awaiting transport outside Parliament, she

questioned me. She questioned why Airchefs were not awarded, saying, “Are you

telling me Black people cannot cook?”

I then received the email on 3 September 2015 from the chair, when [ returned to the
office. | responded to the chair, informing her that the tender, which had been initiated
in 2014, had followed due processes, and legitimately been awarded. | asked whether
she required a further submission to be made available, highlighting the legal,
reputational and business continuity risks presented by the suggested holding and/or

possible cancellation of the award.

| £
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39. She then emailed me back, now with input from Ms Kwinana also querying me, and
accusing me of treason! On the emall, dated 9 September 2015, Ms Myeni requested
the detailed processes in the tender, the decision process for award, and also included

why Air Chefs was disqualified (Annexure TM12).

40. | then received an email from the chair, dated 9 September 2015, where she stated
“The Board does not want to interfere with due process which belongs and is better
managed by the executive”. In the same email where she indicates to follow due
processes, she proceeds to interfere with due processes as can be seen from the
email contents (Annexure TM 13). | followed up her email with correspondence and a
legal opinion, which was obtained together with input from the CPO. [t appeared all
was legal and had followed due processes, and was within my delegation of authority,
which is what | tried to explain. | further advised the Chair about the risks of cancelling
this contract, as advised by the legal opinion from Ms Ursula Fikelepi, which was
attached to my email (Annexure TM14), of the SAA Legal department. By the mere
fact that | queried the Chair's instruction, the Chair was upset. She arranged a board
resolution (Annexure TM15), at the same meseting of 28 and 29 September 2015,
where the LSG Sky chefs contract was cancelled, and awarded to Airchefs, who had

not even made the shortlist. This was subsequently executed.

41. In her anger over me mentioning that the award was within my Delegation of Authority
(DOA), and as a result, she also reduced my delegation of authority for approvals and
that of EXCO members, by half. This was also through a board resoiution on 28
September 2015. This is contained in the email (Annexure TM16), and was also

gueried by email by some of the EXCO members (Annexure TM17).

12
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42. Air Chefs is a fully owned subsidiary of SAA. Airchefs was thus reinstated at the
OTRIA lounges when they opened. The quality of services and food did not improve.
Within days of opening, we received feedback of compliments on the décor, but

complaints about the quality of the food (Annexure TM18).

Ad-hoc forensic investigations and forensic investigations for uiterior purposes

43. The use of forensic investigations and their appointment appeared to be utilised, in

some instances, as a tool in attempts to discredit and possibly bring disciplinary action

against some SAA employees.

44. There were various forensic investigations that were initiated around these times. The
sources of the forensic investigations were more frequent via the SAA board. The
appointment of service providers in most of these instances was directly by the board,
and it was directly to a specific forensic firm, some of which were not on the SAA’s
appointed panel. The reasons for forensic investigations included sources such as
whistle blower reports, or reasons the board put forth. In some instances, it appears
some of the matters to be investigated were also “cross cutting” in the 'sense of some
of the issues being investigated, or persons being investigated in more than one of the
forensic investigations. To my knowledge, the following companies were appointed to

conduct forensic investigations on SAA executives:

ENS
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45| deal with the ENS investigations I'm aware of below,
451 The first entailed an investigation regarding Mr Nico Bezuidenhout (Mr,
Bezuidenhout), who was the Acting CEO at SAA before me, on allegations that he was

favouring Mango on certain contracts with SAA, at the expense of SAA.

452 Mr Wolf Meyer (Mr. Meyer), the then CFO, was then investigated regarding a

recording device he allegedly had in a meeting.

45.3 Mr Sylvain Bosc {Mr. Bosc), the SAA Chief Commercial Officer was accused

through a whistle blower report (this will be elaborated on later).

46. Mr. Bosc was put on disciplinary process and was found not guilty on all counts.

47. According to Mr. Bosc, regardless of the findings of the disciplinary process, Mr Musa

Zwane allegedly refused to reinstate Mr Bosc. Mr Zwane apparently said that the Chair

did not approve his reinstatement.

48. ENS apparently did several investigations. In the investigation regarding Mr Bosc, there
was initially a request to add the investigation as an addendum to another ENS
appointment. | refused, as in line with correspondence from Mr Siyakhula Vilakazi: SAA
Chief Audit Executive, indicating that not only was the request invalid, but the
appointment in whole, of ENS, was invalid (Annexure TM19). In Ms Kwinaha's email,
she alluded to ENS having done seven (7) similar assignments approved by the board
(Annexure TM20). | further note in Mr Vilakazi's correspondence, he states that ENS

was on the legal panel, but not on the forensic investigation panel.

14
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* Boqgqwana Burns

49. Their appointment for an investigation was regarding Mr Nico Bezuidenhout and Mr Wolf

Meyer, which related to the same matter that was investigated by ENS above.

50. In relation to my affidavit in general, and the Bogwana Burns investigation, | have been
shown copies of applicable documentation by investigators, some of which, | no longer

had record of, or had never seen. In relation to Bogwana Burns.

91. | was emailed a Letter of Engagement (LoE) on 1 September 2015. The LoE was from
Bogwana Burns (BB), dated 21 August 2015, which was emailed from Ms Kwinana's
secretary. | see the email, dated 28 August 2015, originated from the private email
address of Mr Luvo Makasi (the LoE has Luvo Makasi as the author from BB), to Ms
Yakhe Kwinana's email address. The LoE, providing for my acceptance signature, and
the covering email, are attached as per Annexure TM21. | had no previous knowledge

of this matter and did not sign this. | was not sure what procurement process was

followed.

52. [ was then instructed via Ms Kwinana’ s further email on 1 September 2015 that this was
approved by the board and to obtain the board resolution from Ms Kibuuka, the
Company Secretary (Annexure TM22). | now see from emails, that Ms Kwinana had
already emailed the same letter to Ms Kibuuka (Annexure TM23). Ms Kwinana had also

sent the letter to the board members (Annexure TM24).

53. | made enquiries with the Chief Procurement Officer, Dr Dahwa, as well as Mr Siyakhutla

Vilakazi, Chief Audit Executive and Ms Fikile Thabethe, Head of Legal and Risk, to
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establish whether they were aware of this appointment. They responded indicating that
they were not aware that BB had been awarded a contract to conduct a forensic
investigation. BB was not on the panel of Forensic Investigation or for Legal matters. |
informed Ms Kwinana that BB was not on cur SAA approved panel, and advised her to

follow the due processes.

54. There was email communication back and forth, up to 30 September 2015. The essence
of it was that there did not appear to be any formal process followed to appointment BB.
| see in the emails that the Company Secretary refers to a “draft” board resolution
attached in an email to me, dated 4 September 2015, but | do not have it. | am
suspecting that since Ms Kwinana forwarded the email headed “Draft letter for your
consideration”, the Company Secretary, she may have forwarded the same letter to me,
as | see the subject line is still the same, but with the “FW" (standing for forwarded)

prefix. | do not have the “draft” resolution, nor do | think there was ever cne.

57. On 7 September 2015, Ms Kwinana and Dr John Tambi (alsc a board member) were
waiting for me at my office. Ms Kwinana led the discussion, where she accused me of
not being a team player. She said that | was always “second guessing” the board’s
decisions by sharing the decisions with other EXCO, and not merely complying with the
instructions. They made it clear that my mandate comes from the board and | must

comply with the board instructions.

58. 1 then responded by informing them that ! had clear guidelines and a responsibility to
adhere to company policies, guidelines, legislation, and even shareholder MoU’s. | could

not act outside the parameters set for clean governance at SAA.

16
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89.1 also, at the same time, queried Ms Kwinana on the appointment of BB that | had

received from her. She explained that this appointment was an emergency.

59. As a result, if it was an emergency, a condonement could be approved, which had to
follow due processes and be approved by the CEO. This was never brought to me as

ACEQ for approval, and | would not have approved it anyway.

60. Ms Kwinana responded via email on 8 September 2015 with reference to the mesting
the day before. She also indicated that there were further Service providers that had also
been irregularly appointed by the SAA board, even inciuding ones she ‘may not be

aware of.” | then informed the Company Secretary accordingly.

61. Ms Kwinana then asked me, via email, on 11 September 2015, to obtain a legal opinion
on whether the appointment was not a deviation. | received the legal opinions on 30
September 2015, it also advised condonement, as it appeared as if the Service provider
had apparently already been engaged. All the emails referred to above are recorded in a

trailing email as attached per (Annexure TM25). | cannot recall whether the telecom

referred to in the emails materialised or not.

62. 1 have also seen a copy the same LoE, which | had not signed, which is now signed by
Ms Kwinana (Annexure TM26), and dated 4 September 2015. This is highly irregular, as
board members do not play an operational role in SAA activities. There was also at
some stage a query whether BB had signed a Non-Disclosure Agreement (NDA) with
SAA, which is protocol. They had not, but did sign one thereafter (Annexure 27). | see
the NDA is also signed by Ms Kwinana, also highly irregular of a board member. (NDA's

are supposed to be signed by two SAA officials. | have also perused the board resolution

ol ¢
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(Annexure TM28), and have seen that it was apparently resolved on 26 August 2015, to
appoint Luvo Makhasi of Bogwana Burns. The resolution states it was authorised for the

investigation of the Mango Airlines CEO emanating from the whistle blower report, and

the allegations against SAA CFO.

63. | see there was an email query on 12 QOctober 2015, from Mr Nick Linnell, requesting a
copy of a resolution appointing “Luvo” assuming this is Mr Makhasi from BB. | see the

resolution was sent to him, presuming it being the same resolution discussed above,

dated 13 October 2015 (Annexure TM 29).

64. On 7 November 2015, Mr Meyer sent an email to me (Annexure TM30), which was
copied to the board, Mr S Vilakazi, the SAA Chief Audit Executive, Dr Dahwa, the SAA
CPO, and the Company Secretary. He informed me that BB had approached him,
regarding Whistle Blower allegations and secret recordings.” He also alluded to the fact,

as | had, that there were no proper procurement processes, and no Non-Disclosure

Agreement (NDA).
Emst & Young

65. Around mid-2015, Emst & Young (EY) conducted investigations which were aimed at Mr
Meyer and Mr Bezuidenhout. Through the brief to EY, which came from the board

members, EY were given a scope to investigate over spending with Service providers,

that the board had approved.

66. These investigations had been implemented through Ms Kwinana as ARC chair.

According to feedback we received from Ms Kwinana, the investigation by EY on SAAT
18
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had indicated that they were very little transgressions in their findings, All she said
regarding the SAA financial investigation, was that EY outlined inadequacies in control
mechanisms. | requested a copy of the forensic report to implement any corrective

measures, but | have still, to date, never seen any of these reports.

Whistle blower reports

67. Whilst being on suspension in 2016, | received a call from an organisation known as
Organisation Undoing Tax Abuse (OUTA). They informed me that Ms. Kwinana had
approached OUTA, to confess that she and Ms. Myeni had on several occasions gone to
the internet café in Blue Valley, situated close to Ms. Kwinana's residence in Midrand, to
make informant submissions regarding the SAA’'s whistle blowing service. | have been
shown a transcript of the interview with Ms Kwinana and OUTA personnel as per

Annexure TM31. In summary, this is in line with what | was told. Mr Wayne Duvenhage,

from OUTA wili have full details.

68.1 have also reviewed the source documents for the whistle blower report dated 4
September 2015, and associated emails for the Mr Bosc matter (Annexure TM32). | am
of the opinion that this matter originated from Ms Kwinana. The reason for my opinion is
that Ms Kwinana alludes to this report being as a result of a “walk in” complaint. | fail to
see how anybody can “walk in" to SAA, If it was from an SAA employee, they would
have been aware of the channels available and the anocnymous call centre number

available for complaints. Ms Kwinana, as a board member, should not have dealt with

R%J\ £
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69. It is also my opinion that Ms Myeni and Ms Kwinana were utilising the whistle blower
forum as a tool to try dismiss SAA employees they disliked, or employees that were
against their instructions on what they wanted to achieve at SAA. Alternately, they would
use the means to implement an investigation against an employee, so-as to divert their

attention on work matters, in order to achieve their objectives within SAA.

State Security Agency matters with SAA

70. In February 2015, Mr Bosc, as GM Commercial, had visited Dakar, Senegal for official
work. It is alleged that he approached Senegalese government officials without following
protocol, which he relayed had been a misunderstanding and misconception, based on
prior engagements by the then SAA CEOQ, Mr Monwabisi Kalawe. The matter was deait
with internally, and with the Shareholder, and relevant role players, including the

Department of International Relations and Cooperation (DIRCO}).

71. The matter has previously been dealt with by then ACEO Mr Bezuidenhout. | am not

aware of any prior interaction with the SSA.

72. Following the whistle blower report above, made on Mr Bose, one of the allegations of
the above mentioned report, at paragraph 2, states: “Sylvain Bosch faifed to disclose his
relationship with General Sales Agency (GSA) that is operating in West Africa (Dakar) as
this coniract was awarded and affected local 24 Senegalese employees of SAA who are
now without jobs. Their jobs ended on 29 April 2015. He hired a GSA which replaced

these employees. He is a current shareholder of this GSA."
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Out of the blue, i then received a call from Mr Vincent Mnguni from the State Security
Agency (SSA). He informed me that they were conducting an investigation into the

closure of the Dakar route, in Senegal. | then requested him to put any request through

official channels and in writing.

! have seen an email that was forwarded to Mr Mnguni on 14 October 2015 (Annexure
TM33) from SAA’s Mr Matome Ramokgobedi, Manager: Network Planning: Commercial.
The information forwarded to Mr Mnguni is confidential information. It is relating to the
SAA route to Abu Dhabi. | cannot see a reason why this was done and cannct comment
further, but to say that it also entails correspondence with Mr Bosc and Mr Barry
Parsons. It appears that due protocol processes for the release of information to third
parties was not followed. Mr. Mokgobedi was a Junior Manager at SAA Commercial

department. He should not have corresponded with SSA directly.

Later, as a result of the request in writing from SSA, | obtained a letter dated 22 October
2015 signed by MV Dlodlo, for the Director General (DG) of SSA (Annexure TM34)
stated that they had an investigation opened regarding the allegations of fraud or
corruption against SAA officials. They requested investigation reports on aliegations

against SAA officials, including Mr Sylvain Bosc, and the Senegal Manager Mr Claude

Sabre,

As a result, | requested SAA legal department to assist in"a response through Mr-Leon
Action. The response was formulated, which | signed and it was dispatched {Annexure
TM35). In essence, the response included that there was an internal investigation done
and due processes in any recommendations would be followed. And due to it being an

SAA matter, being addressed, if there were any further requirements, then contact SAA
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legal. It was also suggested to SSA that the requirements were regards allegations

against SAA officials, but that the SAA investigation did not have any bearing on Mr

Bosc.

| have perused the trail of emails {Annexure TM36). | know that SSA were still not
satisfied with the response they received. In addressing the matter, | also guided the
response by suggesting and delegating that a response be sent to SSA to follow due
protocol. SSA would make a request to the Depariment of International Relations and
Cooperation (DIRCO), who would then forward the request to out shareholder, the

Minister of finance and proper channels would be followed. This is entrenched in the

emails.

As a result, Mr Lourens Erasmus, Head: Employee Relations, was tasked in formulating
the response. | signed the response after being drafted, and it was then dispatched on 9

December 2015 by email (Annexure TM37).

| have seen an email to the chair dated 14 January 2016 (Annexure TM38), from Mr
Funokwakhe Madlala of the SSA, indicating that they had not received any response
since the letter dated 12 November 2015. Ms Myeni then requested a copy of the report
on 17 January 2016. Firstly, this was not true, as can be seen from the email above, it
was emailed on 9 December 2015, so there was further correspondence after 12
November 2015. Secondly, SSA still did not foliow the suggested protocol as suggested
in the correspondence. They had no right to now approach the board on an operational
matter, needless to say, the chair was alsc supposed fo have emailed them back to

indicate as such. | do not know what transpired, as | went back to my role in HR.
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80. This was one of the allegations of misconduct levelled against me, that | had brought

81.

82.

83.

84.

SAA into disrepute by failing to provide SSA with their requested information. The notice

of the alleged misconduct was served on 19 January 2015.

Whilst still dealing with this query, there was another email and instruction from the chair
on 21 October 2015, requesting Executives and support staff to comply with being vetted
by SSA (Annexure TM39). in her letter, she informs that she had a letter from the
Minister of State Security, Mr David Mahlobo. | have been shown this letter, dated 13

October 2015, stamped by the Minister of Finance’s office on 15 October 2015

(Annexure TM40).

| forwarded the email with the instruction to request that each GM and subsidiary CEO’s
to comply with the request. The vetting was suggested for management only (to level 2).
| myself was not comfortable with what was going on. There was a clear interference
from SSA regarding the Dakar matter and the inclusion of Mr Bosc somehow. | see there
may possibly been some information ieaked to SSA by SAA staff, and in hind sight, now

I see there may be collusion to use SSA to oust identified SAA staff including Mr Bosc.

I ' was also not comfortable at the time, as there had been a ‘high level threat” to my
safety that | was made aware of around the same time by the SAA security department.
Now SSA wanted all our personal details and | did not feel safe in providing all this
information. | did not know what the reason for security vetting was. This was a general
query from SSA staff. Many SAA staff had been there for years and never been
requested to be vetted. It was also not a prerequisite when applying for posts, or in their

letter of appointment. I did not fill out the forms myself for these reasons.

| also recall that we were requested to attend a presentation by SSA in the SAA

auditorium, with SSA, which | attended. In their presentation, | used the example of the
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case above, requesting everything in writing and following protocol. The SSA staff

informed us this was a perfect exampie and responded to appropriately.

85. | am not sure if it was coincidence, but this was the same day that | was called to collect
my suspension notice on 19 January 2016. One of the allegations levelled against me

was that | had failed to provide information to SSA officials.
Disciplinary Matters of Executive Members of SAA

86. In a meeting, where | cannot recall the date, the Chair surprisingly showered praises on
me and then asked me to discipline Mr Wolf Meyer, the Chief Financial Officer (CFO),
based on the above mentioned ENS’s report findings, and the legal opinion which
recommended that Mr Meyer be disciplined. The Chair alleged there had been a
breakdown in trust after Mr Meyer was allegedly was found with a recording device pen
in one of the meetings with board members. | requested the Chair for both the ENS
report, and the legal opinion. Her instruction had been in writing, and my response had
been by email (Annexure TM41). | attempted to obtain the investigation report and legal

opinion to initiate the request, but to no avail, as can be seen in my email dated 9

November 2015.

87. | later received a telephone call from Mr. Nick Linnell, who was the private legal advisor
to the chair. He queried me and instructed me o discipline Mr. Meyer. He chastised me,
telling me | was incompetent and that | did not know what | was doing. He stated that |
could not differentiate the roles between “that of the CEO from that of a board.” | had not
received the forensic report or legal opinion, as requested, by that time. The call was

facilitated by the company secretary's office, as the Chair only trusted her. After a
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lengthy cail with Mr Linnell, and to my surprise, in my discussions later in the day with
the company secretary, she told me how Mr Linnell had said to her “SAA needs more
people like Thuli but, tough luck | work for Dudu”. Ms Ruth Kibuuka will have

reference to this statement made to her. This was after my requests for the investigation

report, which | had still not received.

30% BBBEE set-aside

88. Around February 2015, in his State of the Nation address, the then President, Mr JG
Zuma, had introduced the Black industrialists Scheme and 30% set aside as a new

intervention to promote the participation of black entrepreneurs in manufacturing.

89. There were subsequent transformation drives, in attempts to equip potential suppliers to
SAA in the form of presentations, which was rolled out across South Africa. As part of
this, SAA also signed a Memorandum of Understanding (MoU) with the Deputy Minister
of the Department of Trade and Industry (DTI) on the implementation of the Black

Industrialists programme (Annexure TM42). This was signed by the chair, but should

have been signed by Exco.

90. As Acting CEO in 2015, the Chair asked me to prepare a presentation on transformation
for a presentation to Umkhonto weSizwe (MK) Veterans. The presentation at the SAA
board room, which was presented by the SAA Transformation Manager, Mr Thapelo
Lehasa, and was attended by the Chair, Ms Kwinana, various SAA Exco members, Mr
Des van Rooyen), Mr Kebby Maphatsoe, (Deputy Minister: MK Veterans) and two ladies
from MK Veterans (whose names | cannot recall). The content of the presentation

focused mainly on opportunities in the up and downstream areas of the supply chain that
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was aligned to the Black Industrialists programme. It also focused on the requirements to

qualify as a service provider for SAA.

Immediately after the presentation, the Chair stood up and said “just look at her! These
people died for us (referring to the Mr Kebby Maphatsoe). They want to know what
the budget for Jet Fuel is, why don’t you tell them the budget?” | then attempted to
appropriately mention to the chair that it was inappropriate to mention the budgets with

any Service Providers or potential Service Providers.

The Chair then informed the meeting that “the budget is R20 billion. What is stopping
you from telling them the budget? They are not here to listen to your rules.” The
chair continued, saying “she (referring to me) is also in HR, and maybe 30% of the

vacancies should aiso be seft aside to the MK veterans’ children”.

My colieague Mr Wolf Meyer, who was the CFO, also told me that he was invited to a
meeting with Bid Air. He, together with Ms. Kwinana from SAA, were present at the
meeting. Ms Kwinana informed the present Bid Air executives that they had to give 30%
of their ownership to black people. Bid Air was already a BBBEE company. | have seen

the letter of response where Bidair mentions their BBBEE participation (Annexure

TM43).

As a result of the meeting’s demands from Ms Kwinana, Dr Anton Alberts, a Minister of
Parliament, allegedly wrote a letter to the BBBEE commission to register their concerns.
On 8 September 2015, with the Commissioner of the Broad-Based Black Economic
Empowerment {B-BBEE} Commission, Ms. Zodwa Ntuli, arranged a meeting with me

with regards this SAA matter. In the meeting held, Ms Ntuli spoke about the approach,
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policies and guidelines on BBBEE and advised us to_also consider _how we could
influence the Aviation sector code since the BBBEE codes were being reviewed. This
meeting was attended by Ms Ntuli, myself, Dr Dahwa, and Lusanda Jiya (GM:
Stakehoider). She advised that SAA must stop demanding the 30% set aside from
service provider as it is illegal. This resulted in the BBBEE Commission following up with
writing a letter addressed to me initially (Annexure TM44), with all the salient points
mentioned in the meeting. | then emailed and requested that a letter be addressed to the

chair of the Board, which was done (Annexure TM45), addressing Ms. Kwinana's

demands to Bid Air.

I then also gave feedback on the meeting and the process to the Chair and her response
was ‘I don't want to hear anything from that woman {meaning Ms Ntuli)!” Shortly after
that, on 28 September 2015, | received correspondence from National Treasury
{Annexure TM46) informing me that there was no support to any legal procurement
framework for setting aside 30%. The board also received correspondence (Annexure
TMA47) from the Chief Procurement Officer at National Treasury instructing the board to

stop continuing with its 30% BBBEE set aside in its current format.

The Chair, in turn, delegated Ms. Kwinana to respond to the BBBEE Commission
enquiry. Ms. Kwinana wrote a response to both the BBBEE Commissioner, and to
National Treasury. Ms. Kwinana responded in a very confrontational manner and asked
me to sign the letter, which ! rephrased, signed and sent to National Treasury copying
the board (Annexure TM48). Uitimately, the board ignored all of these instructions and
continued with their negotiations with Service providers, and instructions to SAA

personnel, to implement the board’s instructions and resolutions.
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97. | have perused the BBBEE commissioner's responses and communication between her

office and SAA. | confirm this is in line with my explanation above {Annexure 49).

98. On Friday 2 October 2015, (Annexure TM50), both the Chair and Ms. Kwinana were at
SAA. Whilst Ms. Kwinana was there, my personal assistant walked in my office, to tell
me that | had to urgently see Dr Dahwa as he did not seem to be well. Dr Dahwa who
was almost in tears informed me that he had just had a meeting with the chair and Ms
Kwinana, and was almost in tears. Dr Dahwa, a Zimbabwean national, was a
procurement expert who had been appointed on a skills transfer contract. He further
stated that he had just been humiliated and chastised by both the Chair and Ms.
Kwinana. They told him that he was an illegal immigrant, occupying a senior position, a
position which he could not even occupy in his own country. They also told him that if he
does not sign certain letters of award, they would hand him over to the political party

Economic Freedom Fighters (EFF). This was also arcund the time that there were

Xenophobic atiacks in South Africa.

99. These certain letters of award were two letters of award which Dr Dahwa was being

instructed to sign. These letters of award were for the following:

09.1 A Jet fuel deal to Engen, but with changes 1o the terms of contract, to give a 30% share
to a” yet to be disclosed consortium” acting on behalf of a consortium of about 60 fuel
suppliers (| still did not get the name of the consortium before | resigned). In addition,
contractually, 30% of the payments due to Engen would be paid by SAA, directly to the
consortium’s company. The contract would be for 10 years. This was all very irregular in

all instances and was highlighted by Dr Dahwa. | also seem to remember that the Engen
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contract was midstream, and not expired, where this too would be highly irregutar to

alter;

99.2 Changes to the terms of the Swissport ground handling tender in such a way that 30%

would be payable to a company called Jamicron, for a period of 5 years.

100.In my later discussions with Dr Dahwa, he pointed out that Jamicron was not registered

on the supplier database and that as Chief Procurement Officer, he had never heard of

the company before being asked to sign this letter of award.

101.Ms Kwinana stated, in an email, that she had already been to the legal department and
the legal department was ready to issue the contracts relating to the awards mentioned
above. They were merely awaiting the award letters to be signed, as she indicated in her

emails {Annexure TM51). | then advised Ms Kwinana about the risks involved.

Events leading to, and following my removal as Acting CEO.

102.A board Exco meeting was heid on 13 October 2015, SAA executives were invited to
attend the meeting. Present at the meeting was Ms Myeni and Ms Kwinana. The chair

started talking about how incompetent | was and then asked all other staff members

about what they had to say about my incompetence.

103.Mr. Musa Zwane, who was the CEO of SAA Technical (SAAT) at the time, was very
vocal, saying he did not understand why board resolutions were not followed. |

responded by outlining the policies and procedures SAA had to adhere to, and explained
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that | was not second guessing the board, but just following legal, guided policies and

processes.

| was then called to another meeting in Durban by the Chair. We met at Beverly Hills hotel,
on Monday 27 October 2015. During this meeting she informed me that the unions
were not happy with me regarding the Section 189 retrenchment processes. This was
news to me, as all the processes that | had played a role in in respect of Sec 189, had
been commended by all parties, even the Commissioner of the CCMA who was

facilitating the SAA process.

104. At the meeting, the Chair then enquired from me as to why | had not applied for the post
of the CEQ, as it had by now been advertised. | informed her that, as | had previously
indicated, | was not interested in the post. She encouraged me to apply for the post but |

declined.

105.0n 13 November 2015, | was contacted by the Company Secretary to inform me that the
chair had scheduled a meeting with Labour. At first | queried whether Labour had
followed due processes in place to call the meeting. Later the Company Secretary
responded informing me that the chair had arranged the meeting, and instructed that |
needed to be present. This was scheduled for the dining room .on the 6™ floor at SAA

Airways Park.

106.1 was not aware of this meeting, nor was it scheduled, but | went to the meeting, as
instructed. When | arrived, | saw that the chair was there, together with various role
players from the South African Cabin Crew Association (SACCA), which is the cabin

crew union. The meeting was aiso attended by Ms Kwinana, Realising the role players
30




MEM-031

attending, 1 requested that the cabin crew manager, Mr Shaun Pillay, and Ms Yvonne
Mkefa from ER, also be invited to address possible issues to be discussed, as they were

the direct line managers of cabin crew, who were present at the meseting.

107.1 had some reservations concerning the meeting and began to discuss these
reservations with the chair. She became very irate, and scolded me, basically saying that
this was her meeting and that | must subdue myself. She then chaired the meeting which
entailed complaints of various employees, which technically should have been dealt with
by the line managers guided by the policies and forums in place. | am of the opinion that

this meeting was in order to validate reasons to find fault with me, and therefore relieve

me of my position as acting CEQ,

108.Later the same day, | was called by the chair-and requested to attend a board meeting.
This was actually an instruction, even though by now it was after hours. She informed
me that the meeting was at the Protea Hotel, Midrand. At the meeting | found Ms
Kwinana and Dr Tambi and the Chair was not in attendance. Ms Kwinana informed me
that they had been instructed by the chair to inform me that | was to be relieved of my
post as acting CEO. They also alluded to the decision to want to rotate the role of the
CEO and afford others an opportunity, as mentioned earlier in my statement. They

informed me that Mr. Musa Zwane was to succeed me as the ACEQ.

Appointment of Ms Phumeza Nhantsi

109.Ms Phumeza Nhantsi was seconded to SAA to serve as an interim CFO after the

resignation of Mr Meyer. She was an auditor at the firm Sizwe Ntsaluba Gobodo (SNG)
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and irregularly appointed, where she began with SAA on 27 November 2015. She was

firstly seconded, and then when the post was advertised, she then applied.

110.1 had returned, by that time, back to my original post at HR. Stanton Chase, a well-
known recruitment company was appointed to assist in the recruitment of the CFO. Mr
Musa Zwane and | were also part of the panel dealing with the short listings. The
requirements were that the applicant should have extensive aviation experience, but also
financial management and CFO experience, which Ms Nhantsi did not have. Ms Nhantsj
was removed from the list of candidates, as she did not meet the requirements. Mr.
Zwane then informed the panel that the chair wants Ms Nhantsi to be placed on the short
list and this instruction was adhered to. She was eventually appointed after the new

board members were appointed in 2016.

Suspensicn

111.0n 17 January 2016, | see an email was sent from Mr Linnell, to Mr Lester Peter, who
was ACPO, to Mr Zwane with an attached letter for my suspension (Annexure 52). On
19 January 2016, on my first day upon my return from leave, the Company Secretary,
Ms Ruth Kibuuka called me to her office where she presented me with two sealed
envelopes. She claimed that she was not aware of the contents thereof. She further

advised me that Mr Zwane, ACEOQ, had requested that | take leave

112.1 opened the envelope and found that it was a letter signed by Mr Zwane which
contained allegations of misconduct that | needed to respond to. The second envelope
was a copy of the same letter. | read the letter out to Ms Kibuuka, She was very

uncomfortable and alleged that she was not aware of the contents of the letter. | asked
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Ms Kibuuka who gave her the letter as Mr Zwane was out of the country. She responded
by saying it was given to her by Mr Lester Peter, who was the Acting Chief Procurement

Officer at that time. | took the lefters from Ms Kibuuka and went o my office.

113.1 wrote an email to Mr Zwane, and copied Ms Kibuuka wherein | confirmed receipt of the
said letters. | expressed my disappointment that he delegated the responsibility to the

Company Secretary who was below my level of seniority in the company hierarchy.

114.1 subsequently received numerous phone calls from the press and even National

Treasury asking me about my suspension even though | was not suspended and there

was no formal announcement to that effect.

115.1 wrote a second email to Mr Zwane informing him about the journalists’ enquiry in
respect of my suspension, and attached the enquiries | had received (Annexure 53). 1
expressed concern in that as far as | know the letter received tabling allegations of
misconduct was from him, given to Ms Kibuuka and what was the basis of the rumour of
my suspension. He responded by saying that he is not aware of the rumour and does not

know where the journalist received the information from.

116.1 finally met with Mr Zwane in February 2016. In the meeting | asked, him to provide
background context into the allegations. | highlighted the fact that he has been my boss
for two weeks at that time, so | needed to know what informed and prompted the
allegations. | was very upset; | informed him that | have been a model executive and
employee; | have worked very hard all my life. | pride myself.with honesty and integrity
as my values and | strive to live my values at all times. | told him | was at the peak of my

career and with a clean record and now these allegations.
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117.Mr Zwane never kept eye contact throughout the meeting. He said to me “It's the Board”.

| asked him who in the Board. He said the Chair.

118.After the meeting, my attorney responded to the allegations within the agreed, revised
time-frame. He forwarded the response to SAA’s attorneys, ENS (Annexure 54). This
was around mid Feb 2016. | continued to work diligently carrying out my responsibilities
in the company. We did not hear from the company’s attorneys for a while. My attorney

followed up and the attorneys said they had no response or brief from their client.

119.0n 5 May 2018, | received a call from the Acting CEO's office advising me of a one-on-
one meeting in the afternoon at 16:00pm. | requested to be provided with the agenda in
order to prepare for the meeting. | was informed that there was no agenda. At about
16:20pm, Mr Zwane and Ms Kwinana {a Board member at the time) arrived at my office.
Mr Zwane gave me a letter that | read in their presence. The letter was to inform me that
| was suspended with immediate effect. | refused to sign the letter and referred them to
my attorney. Ms Kwinana asked whether | always had to be difficult. They left my office. |
called my attorney and informed him of the contents of the letter; he advised that | leave

immediately.

On the 30" September 20186, my attorneys wrote to the Minister of Finance, Mr Pravin
Gordhan to highlight my plight to him (Annexure TM55). This was after the mid-term
budget vote of 2016 where he mentioned that the new board of directors at SAA have
been tasked to look into the suspensions of executives and address the matter,

Unfortunately, we did not receive a response from our letter.
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120.0n the 2 November 20186, | wrote to the Deputy Chairperson of the Board of SAA, Ms
Tryphosa Ramano and the Chairperson of REMCO (Ms Mgoduso) making them aware

of my plight (Annexure TMS56). Unfortunately, | did not receive a response either.

121.My attorneys wrote a further letter to the Minister of Finance on 6 December 2018,

requesting response to the email we sent on 30 September 2016 (Annexure TM57). We

never received response from the Minister.

122.1n January 2017, my attorneys wrote to SAA’s attorneys, BMK, requesting a date of the
disciplinary hearing. The attorneys informed us that they did not have a brief on the
matter. Around September 2017, | was informed through my attorneys that SAA had
requested that | prepare a representation on reasons why they shouid uplift the
precautionary suspension and review my case. | submitted the representation as
requested (Annexure TM58). it is my assertion that the allegations ang charges are

trumped up and an ulterior motive a&'a consequence of my refusal to cooperate and or

authorise the iilegal instruction.

wora

123. In the end, after 22 months on precautionary suspension, with such a long, stressful and
painful period for myself and my family, | ended up in accepting a mutual settlement with
SAA. | was not happy with having to take the settlement, but the legal expenses | had

incurred, together with the stress, just made it not worth my while in pursuing further,
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[ hereby certify that the deponent has acknowledged that he knows and understands the
congents of this affidayit, which was signed and sworn to before me, Commissioner of Oaths,

¢ 7l
aty. {ﬂVJ 5 A’Rén this the 5 day of ~_. .......@019 the regulations contained in
Government’ Notice No R1258 of 21 July 1972, as amended, and Government Notice No
R1648 of 19 August 1977, as amended, having been complied with.

>

COMMI;/SIO OF OATHS
NAMES:

ADDRESS:

:

EX OFFICIO:

MSANQA SIPHIWE MBATHA

EX c}mcuo COMMISSIONER OF OS%SE y
REGISTERED NON-PRACTISING ATT!

REPLBLIC OF SOUTH AFRECAK
1 JONES ROAD, AIRWAYS PAR
O.R. TAMEO INTERNATIONAL AIRPORT
JOHANNESBURG, 1627
5 Tl
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Andrew A. Keartland

From: Andrew <anddrewkcommissions@flysaa.com>

Sent: Tuesday, 02 April 2019 14:03

To: Andrew A. Keartland

Subject: FW: FW: Acting CEO Documents

Attachments: 2015-11-13 Letter to Thuli Mpshe rotation of ACEQ position.doc; ATTO0001.htm:

2015-11-13 Letter to Minister re Rotation of the Acting CEO position.doc;
ATT00002.htm; ACEQ Delegation - Musa Zwane.docx; ATT00003.htm

— — - —_— - e ot

From: "Yakhe Kwinana" <yakhe@kwinana.co.za>
Date: 15/11/2015 at 13:32:42

To: "MusaZwane@flysaa.com" <MusaZwane@flysaa.com>
—«bject: FW: Acting CEO Documents

Best Regards

Yakhe Kwinana

Tel 012 807 0801
Sox C12 807 0633
Cell 079 9500610

Email yakhe@kwinana.co.za

Physical Address Alenti Office Park, Block H, 457 Witherite Street, The
Willows Ext 82, Pretoria, 0184



From. Dudu Myem [mailto: dudum@jacobzumafoundatlon org.za]
Sent: 15 November 2015 01:25 PM
To: Yakhe Kwinana <yakhe@kwinana.co.za>; Yakhe Kwinana <yakhekwinana@gmail.com>

Subject: Acting CEQ Documents

Appointment of Acting CEO
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South African Airways
Chairperson

6% Floor

A Block, Airways Park

OR Tambo Intemational Airport

SOUTH AFRICAN AIRWAYS Private Bag X 13
g(g?pton Park
7

Tel: 27 11978-2520
Email: Chairperson@fiysaa.com

Ms Thuli Mpshe

South African Airways SOC
OR Tambo Airport
Gauteng

Dear Ms Mpshe
ROTATION OF THE ACTING CHIEF EXECUTIVE OFFICER (CEQC) POSITION

Following the recent Board engagements that the Board has had with the Executive team at SAA,
it has been observed that the Executive team would benefit greatly from a rotation of the Acting
CEO position.

Consequently the Board has decided to appoint another member of the Executive team to act as
the Group CEO effective 14 November 2015. Your appointment as the Acting Group CEO will
therefore terminate on 13 November 2015.

On behalf of the Board, | would like to thank you for the diligent work you have performed during
your tenure as the Acting CEO.

Yours sincerely,

Ms. Duduzile Myeni
SAA Board of Directors Chairperson

Date:

Directors
DG Myeni™ (Chairperson), WH Meyer (Chief Financial Officer), Y Kwinana®, JE Tambi* (Sierra Leonean),
"MNon-Executive Director

Company Secretary — Ruth Kibuuka

South African Airways SOC Ltd Reg. No. 1997/022444/30
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SOUTH AFRICAN AIRWAYS SOCLTD

DELEGATION OF AUTHORITY TO ACT AS GROUP CHIEF EXECUTIVE OFFICER

I, Ms Duduzile Myeni as the Chairperson of the Board, in accordance with the authority and powers
vested in me in terms of the Delegation of Authority approved by a resolution of The Board of
Directors of SAA (“the SAA Board”) dated 17 February 2011 on behalf of the Board of South African
Airways SOC Ltd (“SAA”} hereby delegate authority and power to Mr Musa Zwane, in his capacity as
the CEQ for SAA Technical, to act as the Group CEQ.

Mr Musa Zwane, is hereby authorised to execute the Delegation of Authority as the Acting Group
CEQ effective 14 November 2015. In terms of this delegation of authority, Mr Musa Zwane, is
authorised to sign and approve matters referred to the Group CEO, on behalf of the Board, subject
to adherence to the policies and procedures of SAA SOC Ltd.

I SANCTION, PERMIT and CONFIRM everything whatsoever that Mr Musa Zwane, may lawfully do or
cause to be done on account of this delegation, and | undertake and agree to sanction, permit and

confirm everything as aforementioned.

This delegation will remain in force until withdrawn in writing by the Chairperson of the Board.

Thus done and signed at on this of 2015.
"anature As witnesses:
1.
2.

I, Mr Musa Zwane, the undersigned, accept the delegation as set out abave.

As withesses;

Signature
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South African Airways
Chairperson

6t Floor

A Block, Airways Park

OR Tambo ntemational Airport

SOUTH AFRICAN AIRWAYS Privale Bag X 13
Kempton Park
1627

Tel: 27 11 978-2520
Email: Chairperson@fysaa.com

Minister Nhlanhla Nene, MP
National Treasury

40 Church Square

Pretoria

0002

By email: minreg@freasury.qov.za

Honourable Minister,

ROTATION OF THE ACTING CHIEF EXECUTIVE OFFICER (CEO) POSITION

in the past few weeks, the Board has had a number of engagements with the Executive team at
SAA. One of the observations from these interactions has been a realization that members of the
Executive team would benefit greatly from a rotation of the Acting CEO position. The experience
gained by individual members would greatly benefit the Executives concemed, and would also
provide the Board with a ready pool of available resources whenever a need arises for appointing
an Acting CEQ.

I would like to inform Minister that as a result of the above, the Board has agreed to rotate Ms.
Thuli Mpshe, from the Acting CEO position and to appoint Mr. Musa Zwane as the SAA Acting
CEQ, both effective 14 November 2015.

| hope the Minister will find this in order.

Yours sincerely,

Ms. Duduzile Myeni
SAA Board of Directors Chairperson
Date:

Directors
BC Myeni* (Chairperson), WH Meyer (Chief Financial Officer), Y Kwinana*, JE Tambi* (Sierra Leonean)
"Non-Executive Director

Company Secretary = Ruth Kibuuka

South African Airways SOC Lid Reg. No, 1997/022444/30
A STAR ALLIANGE MEMBER 7~
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MINUTES OF THE SPECIAL MEETING OF THE REMUNERATION AND HUMAN RESOURCES
COMMITTEE (2015/03) HELLD ON THURSDAY 09 JULY 2015, IN THE 6™ FLOOR BOARDROOM,
AIRWAYS PARK, JONES ROAD, KEMPTON PARK, AT 10HGO.
Resolution No/
For Attention
WELCOME, CONSTITUTION OF THE MEETING, APOLOGIES, SIGNING OF
ATTENDANCE REGISTER AND ADOPTION OF THE AGENDA

Present

Dr. J Tambi Non-Executive Director {Chairperson)
Mr. A Dixon Non-Executive Director

Ms. D Myeni Non-Executive Director (by telecom)

in Attendance
Mr. N Bezuidenhout Acting Group Chief Executive Officer (ACEQ)

Ms. T Mpshe GM: Human Resources (GM: HR)
Ms. R Kibuuka Company Secretary (Co Sec)
Ms. M Makhakhe Deputy Company Secretary

The Chairperson welcomed all present and a quorum being present, declared the meeting
open.

ADOPTION OF THE AGENDA

The agenda was adopted with an amendment to indicate that items 4.2, 5.1 and 5.2 were
for approval,

The Acting CEQ was requested 1o clarify whether any of the items on the agenda were
discussed at the Executive Committee meeting (Exco).

He stated that only the creation of additional positions was discussed at Exco but all other
items were not discussed at the management meeting, as they were Board reserved

matters.

DECLARATION OF INTEREST

All members declared that they had no personal interest in any of the matters tabled for
discussion.

MATTERS FOR APPROVAL /| RECOMMENDATION / DISCUSSION / NOTING
The Terms of Reference for Critical Executive L.eve] Positions to be Identified

The Chairperson of REMCO informed the meeting that he had written an email to the GM:
HR requesting her to drafi terms of reference for filling three positions which were:
{a) Group Chief Financial Officer; (ﬂ*_b-q

(b) Chief Operating Officer; and
REMCO 09 Juxﬂ- —

{c) Head of Depariment: Security and Risk.
Page 1 of 5

The REMCO chair indicated that he had not received these terms of reference.
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The GM: HR reported that she had responded to the REMCO Chairperson’s request and
she circulated printed copies of her response. In it, she indicated that her understanding of
terms of reference for the new positions was a reference to job descriptions. Her response
stated that she did not have sufficient information about the positions to be created to draft
job descriptions and in addition, there was not enough time to develop the job descriptions
for consideration at the special meeting. The Committee was informed that the jobs were

also not budgeted for.

Dr. Tambi stated that he had not received the email because the GM: HR had utilised a
Gmail address which he no longer used for official business as it was not safe. He stated
that all his correspondence should be routed to his Nepad email address.

The Chairperson of the Board confirmed that she had received the response from the GM:
HR and stated her observations as foliows:

(a) The length of time it wouid take to draft the terms of reference for these positions would _
depend on how seriously it was taken by the Board, REMCO and Management;

{b} It was the responsibility of the Board to ensure that there was succession planning in
the business. Taking from experience, SAA did not have identified potential successors
to the position of CEO and each time a vacancy arose in that position, the Mange CEO
had to be called to fill in the position. In another example, the HOD: Security Services
had taken ill and there was no replacement fo carry on his duties.

(c) She had received a letter from Labour indicating that SAA was not transforming;

(d) There was still no successor to the Chief Strategy Officer (CSO) position.

(e) The contract of the Chief Financial Officer (CFO) was ending in July 2015 and there
were no clear successors.

The GM: HR stated that Management had instituted a succession programme almed at
creating a pool of successors for Level 2 management positions (SPP2). Successful
candidates were enrolled on a 36 months fraining programme, where after they would be
gligible for appeintment in Level 2 positions as they became available.

Mr. Dixon raised a concern that he did not receive any pre-wamning that there was an
intention to change the management structure, He stated that he only received a call from
the Chairperson of the Board indicating that there was a need to appoint a Chief
Operations Officer (COOQ). He stated that there was no motivation for the need to create
the proposed positions and the Airline stood fo be criticised heavily by Labour and Nationa!
Treasury for creating new senior positions during a headcount rationalisation process. Mr.
Dixon stated that there was already a perception that SAA was ‘top heavy’.

The Beard Chairperson requested that it be placed on record that new issues would arise
at Beard Committees because these were forums where members of the Board could raise
matters of concern to them and it could therefore not be argued that Members were not
pre-wamed about discussions.

Further, she stated that when she held one-on-one discussions with the ACEQ, it was to
highlight the cancerns of the Board to Management.

The REMCO Chair indicated that the aim was to consolidate some positions Whlch would

REMCOL0S Juzy 26185
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lead to cost saving. Mr. Dixon said he would be happy to support the initiative if it could be
demonstrated that there would be some cost saving.

It was reported that:
» The position of the Group CFO was established in anticipation of the holding company

structure;

« The position of COO would be created through the consolidation of some positions in
the Operations division;

» The position of Deputy HOD: Security and Risk was created to ensure succession in
the depariment.

it was noted that the South African Airways Pilot Association (SAAPA) had written to the
Chairperson of the Board complaining about the funds that would be wasted in creating the
proposed positions. The Chairperson of the Board highlighted that SAAPA was being
insincere in thelr concem for saving costs when issues of succession were being
addressed whilst on the other hand they had resisted the appointment of a black chief pilot
untit the position was split into two. She stated that SAAPA had not been concerned about

costs then.

The Committee stated that the Government of South Africa owned SAA and the
Government's imperative was to fransform the economy and it therefore followed that state

owned companies had to transform.

The GM: HR reported that she understood the importance of succession planning and she
was the one who had returned the extended confract of the SAAT CEO because it did not
contain succession planning KPis. She undertook to present the succession plan at the
following meeting of REMCO.

The ACEO stated thal it should be clarified that the creation of the position of Group CFO
was not because of incapacity on the part of the existing CFO.

It was concluded that the Executive should develop the job descriptions for the three
positions.

The Process to be Followed in Filling these Positions

It was concluded that Management should follow normal process in filling these three
positions and there should not be any deviation from the normal recruitment process.

The Pilot Training Program and its Rationalisation

The Commiitee stated that SAA needed to have a formal documented process for the
progression of Cadet Pilots.

Management reported that National Treasury had authorised the suspension of the cadet
pilot scheme and other training initiatives which cost money whilst the company was
striving fo return to profitability. It was reported that SAA was currently accommodating the
progression of frained cadets and incumbents who had been granted SAA bursaries to

COMPANY SECRETARY - CONFIDENTIAL
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GM: HR
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ensure that they accumulated the required hours through its partners.
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It was concluded that this issue would be comprehensively discussed at the HR Workshop. GM: HR
The Committee decided that HR shouid draft an agenda for the planned HR workshop.

GENERAL

The Commitiee was informed that two employees from the legal department had
approached the GM: HR with information about ane of the General Managers breaching
confidentiality rules and amending a legal opinion. The ACEO reported that he had
requested that the allegations should be reduced to writing so that he could address them

formally.

It was concluded that once the formal report was received, normal disciplinary process GM: HR
would be followed and the Committee would be informed about the outcome of the
discipfinary process.

The GM: HR and ACEQ feft the meeling,

Closed Session
A closed session was held. Refer to closed session minutes.

Staff Rationalisation

The ACEQ re-joined the meeting.

The ACEO reporied that HR had involved the CCMA throughout the staff rationalisation
process as independent observers. The CCMA commissioners had then requested a
meeting with the ACEO to highlight a few concerns raised by Labour:

(a) Labour indicated that Management was not fully transparent with the finances:
(b) Labour had queried the ACEOs statement in the media inferring that SAA was not yet

out of the woeds but was making steady progress.
{c) Labour wanted an explanation with regard {o the media reports around the SAA /

Emirates relationship.
{d) The SAAT Unions requested information around the AAR partnership.

The Committee was informed that the ACEQ would be meeting Labour the following day
between 4:00pm and 6:00pm and invited members of the Board to join him in the meeting.

The ACEO left the meeting.

CLOSURE OF THE MEETING

There being no further matters for discussion, the Chairperson declared the meeting
closed.

The ngxt meeting is on 07 August 2015
-
@L«M Sptalola
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MINUTES OF THE MEETING OF THE REMUNERATION AND HUMAN RESOURCES COMMITTEE
(2015/02) HELD ON MONDAY 18 AUGUST 2015, IN THE ™ FLOOR BOARDROOM, AIRWAYS
PARK, JONES ROAD, KEMPTON PARK, AT 10H00.
Resolution No/
For Attention
WELCOME, CONSTITUTION OF THE  MEETING, APOLOGIES, SIGNING OF
ATTENDANCE REGISTER AND ADOPTION OF THE AGENDA

Present

Dr. J Tambi Non-Executive Director {Chairperson) B
Mr. A Dixon Non-Executive Director

Ms. D Myeni Non-Executive Director

In Attendance

Ms. T Mpshe Acting Chief Executive Officer (ACEQ}
Ms. R Kibuuka Company Secretary (Co Sec)

Ms. M Makhakhe Deputy Company Secretary

Ms. N Moodley Acting GM: Human Resources (AGM:HR}
Mr. L Erasmus HOD: Employee Relations (HOD; ER)

The Chairperson welcomed all present and a quorum being present, declared the meeting
apen.

He informed Members that the meeting was postponed as he was part of the SAA
delegation attending the launch of the inaugural flight from Accra to Washington. He
reported that the flights were almost at full capacity and the launch was well attended. it
was noted that there was a lot of good will for SAA regionally and internationally which the
Airline should capitalise on.

ADOPTION OF THE AGENDA

The agenda was adopted with amendments to include an update on the recruitment
process for the CEQ as item 7.3

DECLARATION OF INTEREST

All members declared that they had no personal interest in any of the matters tabled for
discussion.

The deciaration of interest file was circulated.

APPROVAL OF MINUTES
Minutes of the Meeting Held on 18 May 2015

The minutes of the meeting held on 18 May 2015 were approved without any
amendmenis.

Minutes of the Meeting Held on 09 July 2015 dqoe
The minutes of the meeting heid on 09 July were approved with the following amendments: ?
COMPANY SECRETARY - CONFIDENTIAL REMCO 18 Augug’ 15
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(a) ltem 4.1, page 3, second paragraph, third buflet, to include ‘Deputy’ before HOD:
Security and Risk;

(b} ltem 4.1, page 3, third paragraph, second sentence to be rephrased to read, ‘...SAAPA
displayed insincerity in their concern for saving costs when issues of succession were
being addressed whilst on the other hand they had resisted the appointment of a black
chief pilot until the poslition was split into two.’

MATTERS ARISING FROM PREVIOUS MEETINGS

Action List
Feedback on Employees Implicated by the Investigation Against Mr. Kalawe

The Commitiee requested the Acting CEO to expedite the receipt of the final report from ACEO
Edward Nathan Sonnenbergs (ENSAfrica) on employees implicated by the investigation
against Mr. Kalawe.

It was noted that ENS as the investigators would be beiter placed fo be disciplinary officers
whilst SAA would appoint presiding officers who would either be internal within the SAA
Group or external depending on the level of the employee being disciplined.

Mr. Kalawe's Settlement Agreement

It was reported that Mr Kalawe handed over all SAA electronic equipment, including the Matfer Close:
company cell phone to ENSAfrica attorneys in Cape Town.

Annual Review of the REMCO Charter

It was reported that the REMCO Charter was approved by the Board on 10 July 2015, Matter Close:

Academy of Learning

it was reported that SAA launched an Academy of L.earning in 2013 and had partnered
with several institutions to offer accredited programs to its learners.

It was reported that the first steps in achieving the fully-fledged Academy that oftered
aviation studies were taken by ensuring that the organization was recognised as an
accredited Learning Organization. To this point, SAA was accredited with CAA to offer
various compliance courses at various levels for in Flight, Flight Operations, Cargo, Aimort
Operations, Safety and Security. In addition, SAA was in the process of seeking
accreditation with [ATA to offer Airline courses for the region. SAA had also been granted
accreditation by the Association of Chartered Certified Accountants to offer Finance related

courses.

it was reported that SAA was exploring partnerships with univarsities in the United States
and this process would be explored further once the rationalisation process was

completed. 5:‘ Q
7

Members welcomed the initiatives but requested Management to also seek opportunities '
for collaboration with local and regional institutions and in particular Ethiopian Airlines IO~

COMPANY SECRETARY - CONFIDENTIAL REMCO 18 Au l’fsl 2015
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which had a fully-fledged training academy.

Appointment of the Company Secretary

It was reported that the Company Secretary had been appointed and commenced duties Matter Close

on 01 June 2015,

Training, Funding and Absorption of Cadet Pilots between the three Airlines (SAA,
SAX and Mango)

It was reported that SAA and SA Express signed a Memorandum of Understanding (MoU)
on post cadet development at the end of April 2015, which was attached to the meeting
pack. SAA reporied that a similar Mot) was being negotiated with Mango.

STANDING ITEMS

HR REMCO Report

The HR report was noted and Members addressed the specific issues included in the
report below.,

Exit Interviews Report

The Committee noted that the prevalent and recurring reason for leaving stated by many of
the exiting staff was lack of advancement at SAA. Management stated that one of the
greatest challenges was that staff did not improve themselves once employed despite SAA
offering bursaries for staff to obtain primary qualifications and a range of other educational
opportunities,

The Committee concluded that Management should make a concerted effort to inform stafi AGM: HR

of the need for self-improvement and the interventions and opportunities offered by the
Airtine in this reqard.

HR LTTS Themes - Feedback on Progress made by Management in Implementing
the Pilot Strategy

The HOD: Employee Relations (ER) reported that National Treasury had submitted a list of
queries on the Pilot Strategy and SAA had sent is response 1o the Shareholder at the end
of July, however there had been no indication from National Treasury whether the

responses were satisfactory.

It was reported that Management was stilf in salary negotiations with the Pilots and had to
finalise those negotiations before commencing with discussions on the conditions of
employment,

Management was requested to ensure that the Committee and the Board were kept AGM: HR
abreast of the developments as they were ultimately accountable for the Pilot Strategy. It &h@

was agreed that Management should forward all the correspondence between SAA and
the Shareholder on this matter to REMGO.

COMPANY SECRETARY - CONFIDENTIAL \[\ REMLO 18 Aug/%‘!sf
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Members enquired abaut progress made in applying for SAA to be declared a national key
point and for aviation to be declared an essential service. Management stated that a legal
opinion was obtained from ENSAfrica which stated that the declaration of SAA as a
national key point would not be feasible. Management was requested to approach the
relevant Government Department starting with the Shareholder Ministry to get a direct
response on whether SAA’s application would be feasible or not. The Committee
requested a copy of the legal opinion.

Feedback on Staff Rationalisation

The HOD: ER reporied that the Airdine had concluded a collective agreement with SAA
Labour unions on the rationalisation process on 25 July 2015 whilst none was concluded
with SA Technical (SAAT).

However, subsequent to conclusion of the collective agreement, Labour Unions, AUSA,
NUMSA, SATAWU, Solidarity, and others sought to prevent SAA from proceeding with its
retrenchment exercise pending compliance with a fair procedure. The Committee was
informed that the Labour Court had ruled against all Unions with regard to both SAA and
SAAT. In relation to SAA, the Court held that the collective agreement concluded between
SAA and its recognised frade unions was valid and binding. In relation to SAAT, the Court
found no substantial procedural failure in relation to SAAT that would warrant the
intervention of the court.

The Labour unions had since been informed that all parties had 5 days to come to the
table before consultations were terminated.

It was noted that SAA’s win over the Labour unions was a landmark case which would
create precedence.

The HR Team and Management were commended for the good work done during the
rationalisation process and Members requested an update by end September.

Employment Equity

Members noted SAA's performance against EE targets and highlighted that there was a
need to focus on achieving the targets for African males across all staff categories as well
as targets for disabled peopie.

Management was requested to establish the percentage of Economically Active Persons
(EAP) who were disabled to ascertain whether the target set was realistic and achievable.
That being said, Members stated that there were a number of falent sourcing companies
which specialised in placing disabled persons which Management should engage. it was
further stated that there were jobs which could be earmarked for disabled persons such as

receptionist jobs.

Members noted the Memorandum of Understanding (MoU) concluded with SA Express on
the post cadet development program and enquired about the MoU with Mango.
Management reported that the MoU with Mango was still being negotiated.

ACEO

AGM: HR

AGM: HR

\/\ REMEO 18 Augu 15
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Employment Equity Plan

The Commitiee noted SAA's 2014-2017 Employment Equity Plan. The Acting CEO
reported that the report was included for information purposes.

Employment Equity Report
The Committee noted the 2014 Employment Equity report.
Succession Planning Update

Appaintment of Chief Strateqy Officer

The Acting CEO stated that she had approached the HOD: Project Management Office
(PMO) to act in the CSO's position during the recruitment process. She stated that the
HOD: PMO had written a letter accepting the acting role but setting a number of conditions
which the Acting CEQ sought to discuss with the Chairperson of the Board.

't was RESOLVED that:

(a) The process for the appointment of a Chief Strategy Officer (CSO) should commence 2015/04/01
immediately and timelines provided to the Committee for the filling of the position. AGM: HR
Members stated that internal candidates should be given preference.,

In a related discussion, the Committee RESOLVED that: 2015/04/02

(a) 2 understudies should be identified and appointed to the GM: Commercial and Chief AGI: HR
Financial Officer positions and the timeline for the selection and appointment
communicated to REMCO;

(b} All Executive Managers and subsidiary CEOs should each select and appoint 2
understudies within a specified timeline to be communicated to REMCO,

Performance Management

It was reported that contracting for the 2015/16 financial year was at 72%, however, there

was a need to inculcate an understanding within the Group that fine management was

respansible for performance management, not HR. It was concluded that Executive AGM: HR /
Management should be invited to the HR REMCO Workshop during discussion of Co Sec
performance management.

MATTERS FOR APPROVAL / RECOMMENDATION / DISCUSSION
The Issue of the Chief Pilot and Head of Flight Operations

Members stated that the position of Chief Pilot and Head of Flight Operations should be
combined to reduce costs in iine with the cost compression programme.

The ACEO stated that she had to guide the Committee to ensure that Members took &%@
decisions from an informed perspective. She reporied that the two positions had always
been split and the only exception was the previous Chief Pilot, Capt. Johnny Woods. She
stated that during his time the roles were combined because the Head of Flight Operations %,,
Aulfust 2015
ageSofg
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was seconded elsewhere.

She indicated that currently the two pilots were paid their salaries including a management
fee for their management duties; therefore, there would not be a significant saving should
the roles be combined. She cautioned that there would be employee relations and labour
relations implications shoutd the roles be combined. The Committee was informed that the
combined job would have to be evaluated, profiled, evaluated and adveriised before it

could be awarded.

The Committee indicated that it was not making ifs recommendations from an uninformed
perspective. It was reported that the current Head of Flight Operaticns was groomed and
earmarked by the erstwhile joint Chief Pilot and Head of Flight Operations to take over the
joint porifolio and at the time there was no intention of splitting the portiolio. The
Committee highlighted that there was never any indication that Capl. Woods had been
inefficient or inundated by the combined porifolio. Therefore, unless it could be proven that
the erstwhile Chief Pilot was unable to perform the two roles efficiently there was no need

to revert to the historic position.

Members observed a reluctance to transform SAA in accordance with Government's
transformation imperatives, and a general undermining of Black people in the organisation.
The Chairperson of the Board indicated that she had pursued the appointment of the first
Black Pilot at SAA and had been met with extreme resistance which had culminaied in the
splitting of the position as a compromise. in addition, there was a deterioration of respect
between the Board and Management.

The ACEO stated that it was against proper governance principles for Members of the
Board to accept complaints from staff members and act on them. She stated that when
such complaints were received they should be directed to Management to address. Mr.
Dixon reiterated the ACEOQO's sentiments that the Board should not get involved in

Management issues.

It was reporied that the Chief Pilot was on a flight with the Chairperson of Audit and Risk
(ARC} and had voiced his frustrations. The ARC Chairperson had then referred the
complaint to the Chairperson of REMCO for discussion at the meeting. Members
acknowledged that the Chief Pilot should have tabled his complaint with the GM:
Operations and / or the Acting CEO, however, in the case where the two managers were
part of the problem as the advocates for the division of the position it was difficuit for the
Chief Pilot to approach them.

The AGM: HR and HOD: ER left the meeting.

The ACEO declared that she supported transformation but recognised that it shouid be
implemented through appropriate processes.

After lengthy deliberations it was RESQLVED that: 2015/04/03
(a) The role of Chief Pilot and Head of Flight Operations should be combined; AGM: HR
(b) HR shouid draft a report highlighting the advantages and disadvantages of combining d? LB‘Q

the role and any perceived risks;
{c) The report from HR should outline how any identified risks would be mitigated fo

facilitate combining the two roles.
COMPANY SECARETARY - CONFIDENTAL AEMC uguet 2015
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Preparation for the AGM
Confirmation of Directors’ Fees for the year ended 31 March 2015
The Committee noted Directors’ Fees for the year ended 31 March 2015.

Noting of the Remuneration of the members of the Group Executive Committee for
the year ended 31 March 2015

The ACEO undertook ta circulate the remuneration of the members of the Group Executive
Committee for the year ended 31 March 2015 to REMCO members as it was not included
in the mesting pack.

Recruitment Process for the Chief Executive Officer (CEQ) Position

The Committee considered a submission to select the preferred service provider to
conduct the recruitment process of the SAA GEO. It was highlighted that the selected
service provider would be used to conduct the process for both interal and external

candidates.

It was noted that the submission of the service providers had been circulated to Members
prior to the meeting, however, the Chairperson had not received the documentation as the
wrong email address was used. The Chairpersan undertook to review the submission and
revert with his vote by Friday, 21 August 2015,

The Terms of Reference for Critical Executive Level Positions Identified

The Acting CEO reported that she had emailed draft job descriptions for the positions of
Chief Operations Officer, Group Chief Financial Officer and Deputy Head af Security to
REMCO members. The Chairperson of the Committee stated that he had not received
same and alerted the ACEQ that she may have sent the documents to the wrong email

address again.

Mr. Dixon highlighted that he was of the impression that the proposal to fill these positions
was abandoned. The ACEO reported that she had only submitted the job specifications
because the Committee requested her to and because she did not want to be charged with
insubordination for stupid things. The Committee objected to the ACEQ's reference to
Member's instructions as stupid and she explained that she meant that if she had not sent
the job specifications the Board could deem her insubordinate for not honouring their
instructions.

She continued to state that the draft job specifications were drafted so that the Committee
and Management could engage on them. She stated that in developing the draft
specification HR had incorporated elements from generic specificatians, however, REMCO
would have to provide guidance with regard to the uniqueness of the roles in line with the

Committee’s vision for the roles.
COMPANY SECRETARY - CONFIDENTIAL QL@J\ REMC! August 2015
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The Committee highlighted that the Board was responsible for ensuring that there was
succession planning within the organisation, particularly at the executive level and this was
the motivation for the creation of these positions. It was emphasised that the lack of
successors to senior positions was part of the reasons the Aifline was in such a poor state.

CLOSED SESSION
The ACEO left the meeting and the Committee went info a closed session.

CLOSURE OF THE MEETING

There being no further matters for discussion, the Chairperson declared the meeting
closed.

The next meeting is on 02 November 2015

/éhAmP RSON SECRETARY
// Date: //’QQ};;/ A0NS Date: o] Ans
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Mote - See paragraph (6) for more information on the SOC.
(6) With respect to the SOC, for each operator or applicant -
(a) & 50C is required whether applying for domestic or international authosity;

{b)} the SOC shall be in the form of a complete iisting of all parts of the regulfations,
including technical standards, as applicable to the aperation the applicant is propasing,
with space for the applicant to show hew each reguiation applicable to kim or her has
bean met through specific reference to the operator's pperations, maintenance or other
required manuais;

{c} the SOC shall be updated by operators to reflect amended regulatory requirements or if
the references showing the means of compliance In the 50C change as a result of
amendmants to the operator's manuals: and

{d) the Director may require the completion of a SOC by an operator ai any time deemed
necessary in the interest of public safaty.

2. Reguirad management positions

(1) An operator shall employ the management personne! required by CAR 121.06.2{5} on & full
time basis to ensure proper control and supervision of its personnel and oparation. Section 3
of this TS states the minimum qualifications and regsponsibilities of the Incumbents,

{2) The application forms for the required managerial positions will be reviewed to ensure the
minimum quatifications are met. The assessment process may involve the use of quizzes or
interviews to establish the suitability of each nominee. Where a nominee is known within
SACAA, the Director may approve such nominee without the need for further assessmient.

{3) 'An operator may use whatever title deemed necessary for its managers and ‘may assign some
of the responsibilities for a given position to another person or persons or the responsibifities
of more than one position to one person; however, all the responsibilities noted:in section 2
shall"be assigned to a nominated manager and such assignment clearly identifled in the
operations manual: Furthermore, ‘every’ person assigned any responsibility assaciated' with a
required  position  shall ‘aiso - meet. the qualification requirements ' associated “with the
responsibifitfes assigned,

{4} An operator shall develop a methoH of ensuring that, in the absence of a responsible manager
for any reason, ali the responsibilities of that manager are assigned to another individual. Such
individual shall meet the qualifications required for the responsibilities assigned except that the
knowledge requirements may be demonstrated to the operator rather than the Director. Any
assignment issued for a period greater than 30 days must be acceptable to the Director.

3. Approved positions, minimum qualifications and responsibilities
{1} Chief Executive Officer {CEO)
{a) Qualifications

The CEO shall not have had any conviction or administrative sanction under the Act or
these Regulations which, in the view of the Director, was sufficiently serious to render
such person not fit and proper to exarcise the respensibilities of such position,

{b} Responsibilitias
The CEC shall -
(1) have full authority for all human resources;
{i) have authority for major financial decisions:

{iil} have direct responsibility for the conduct of the company's affairs: and

(iv) have final responsibility for all safety and segurity issues,

htip:7caa mylexisnexis.co.z4'Content:Content Tnayi gationSiring~ {"Domainid":"ehesd... 2016/08/19
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{2} Person Responsible for Flight Operations {PRFQ}
{8) Quailfications: The PRFO shall, as a minimum -

{{) hold or have held the pitot licence and ratings appropriate to the aeroplanes being
operated; or

(ii} demonstrate adequate knowledge of the operation of such aeroplanes; or

(i) have acquired not less than 3 vears suparvisory experience in the flight operations
department of an operator whose flight operations are similar in size and scope or
acceptable siternative experience;

Notes ~

1. In determining similar size of fiight aperations, the grouping of operators is based upon the
following categories -

{2} large asroplanes having & maximum certificated passenger seating capacity of 20 or
more up to and including 56; and

(b) large aeropianes having & maximum certificated passenger seating capacity of mors
than 50,

2. The PRFQ of an operator acquiring larger aeroplanes or increasing the complexity of its
operations may continue in such position: Provided -

() the operator is not acquiring seroplanes more than 1 category higher than presently
operated; and

{bY he or she becomes conversant with the new aegroplane or new operations, as appticabie,
within 2 months of the change.

. A PRFO leaving an operator to take a PRFO position with another oparator having & fleat of
farger aeroplanes may do so; Provided —

(8) the new operator does not operate aeroplanes more than 1 cagiggory higher than those
with which the PRFO has experience;

{8}  he or she had at jeast 3 years’ experience as the PRFO of the operator having smaller
aeroplanes; and

{c} ke or she demonstrates adequate knowiedge of the agroplanes and flight aoperations of
the new operator prior to acting in the position.

{lv} demonstrate knowledge o the Director of the content of the cperations manual,
the operator's certificate and operations specifications, as well as those provisiohs
of the regulations and technical standards necassary 1o carry out his or her duties
and responsibiiities to ensure safety; and

{v) not have had any conviction or administrative sanction under the Act or the
Regulations which, in the view of the Director, was sufficiently serious to reader
such person not fit and proper to exercise the responsibilities of such position.

{B) Responsibilities -
The PRFO is responsible for safe flight operations, in particular ~
(i) the control of operations and operational standards of ail aeroplanes operated;

(liy the ldentification of operations co-ordination functions which impact on
operational control {e.g. maintenance, crew schaduling, load caentrol, eguipment

scheduling);

{(iii} the supervision, organisation, manning and efficiency of the following -

hitp:‘caa.mylexisnexis.co.za/Content/Content InavigationString~ {"Domainld" 'ehesd .. 2016/08/19
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(iv)

(v}
(vi)
{wii}

{viii}
{ix)

()

(xi}

{xil)

{xii)

£xiv)

MEM-060
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{as) flight operations;

{bb} cabin safety;
{ce) crew scheduling and rostering; and
{dd} training programmes;

the timely resclution of safety issues;

the contents of the operator's operations manual;

the supervision of and the production and amendment of the operations manual;

ifaison with the regulatory authority on all matters concerning flight operations,
inciuding any variations to the operator's AQC;

Hlaison with any external agencies which may affect the operator's operations;

ensuring that the operator's operations are conducted in accordance with current
regulations, standards and the operator's policy;

ensuring that crew scheduling complies with fiight and duty time regulations and
that all crew members are kept informed of any changes to the regulations and
standards;

the receipt and actioning of any aeronautical information affecting the safety of

flight;

the dissemination of aeroplane safety information, both internal and external, in
conjunction with the safety management system;

the qualifications of flight a2nd cabin crews; and

the maintenance of a current operations ltorary.

(3) Person Responsible for Aircraft (PRA)

(@)

Qualifications

The PRA shall, as & minimum -

(i}

{1}

(i}

{iv}

http:f;’caa.mylcxisncxis.c0,zafCanacnthontem?navigaticnString. " Domainid"

have or have held an aircraft maintenance engineer (AME) licence, issued in terms
of Part 66, or -

{@a) at least have training and experience that may qualify the individual two
obtain an AME Heence;

hold or have held a pliot licence and ratings appropriate to the asropianas
being operated or demonstrate adequate knowledge of the maintenance of
such aergplanes; or

(bb}

hold an engineering degree in aeronautics, electrical, mechanical or avionics
or ather studies relevant to aircraft maintenance with 5§ years experience in
the aviation domain after obtaining that qualification ;

{ce)

have at least two years’ experience in an executive position within aviation, or at
least as a Quality Assurance Manager within the aviation domain;

have worked directly with the SACAA for at jeast one year and have not baen the
Quality Manager of the assigned maintenance organisation; and

within the preceding 5 vears, have not held a similar position at any different
aviation-relsted organisation where the approval isstred by the Director has been
suspended or cancelled by the Director or the Minister as a result of the
organisation failing to comply with the requirements of the Act,

sd
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{b} Responsibifities
The PRA Is responsible for safe aeroplane operations, in particular -

(i} is responsibie for all maintenance and inspaction personnel and slgning of Part D
of the operations speclfications;

(i} ensures that company alrcraft are malintained in an alrworthy condition;

(i} ensures that all inspections, repairs and component changes are accomplished In
accordance with the manufacturer's approved procedures;

(iv} ensures compliance with maintenance procedures, sirworthiness directives,
service bullatins, service letters and the regulations;

{v} ensures all maintenance technicians are trained and current on the types of
aircraft for which approved;

(vi) ensures that all maintenance technitians are certified and supervised according to
the requirements specified in the regulations;

{vii} is responsible for the production and amendment of the policy and procedures
manual;

{viii} co-ordinates with maintenance contracting agencies when maintenance activities
are being performed on company aircraft;

{ix} provides the aperations manager with the current airworthiness status of the
aircraft and the forecast down times to facifitate maintenance scheduling and
insure timely deferral or correction of sircraft discrepancias;

{x} malntaing a ¢lose liaison with manufacturer’s representatives, parts supply
houses, repair facilities and the SACAA;

{xi} makes available te maintenance personnel the necessary overhaul manuais,
service bulleting, service ietters, airworthiness directives, applicable sections of
the MCM/MPM and any other required fechnical data;

{xil} maintains all necessary work recerds and logbooks, including certification in the
aircralt permanent maintenance records that the aircraft is approved for eeturn to
service:

{(xlii) maintains the mass and balance records for all aircraft; and

{xiv) completes ail required reports and submits them to the operations manager for
forwarding to the SACAA.

{4} Chief Pilot

Nole - Where an pperstor appoints & chigf pitot for each aeroplane type operated, it must
ARmMe one persan in its operations manual who is responsibie for the overali Right standards of
the operator's aeroplane fleet. Notwithstanding, the ogualifications and responsibilities
stipuiated befow shall apply Fo all chief pifots,

{a} Qualifications
The chief pilot shall, as & minimum -

(i} hold a valid ATPL, a valid multi-engine asroplane instrument Fating and a type
rating for at least one of the types of aeroplanas operated;

(i} have at least 3 years aeroplane experience as piot-in-command of a multi-engine
agroplane of a iype opsrated by the operator and In the type of operations
contemplated (domestic, international, Cargo, passenger};

{1} be qualified for line flying on one of the types of aeroplanas onerated;

261 6?085»{&__.
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Memorandum

SOUTH AFRICAN AIRWAYS
Human Resources

To: Chairperson of the SAA Board
From: General Manager: Human Resources
Cc: Acting CEO

Date: 1 October 2015

Subject: APPOINTMENT OF MR. KENDY PHOHLELI

Dear Chairperson
APPOINTMENT OF MR. KENDY PHOHLELI

The resolution of the Board regarding Mr. Kendy Phohleli's appointment in the Manager of the
Chairperson’s Office and the Chairperson’s request that Mr Phohleli's contract be extended for a
further period of 3 years in the Commercial Division refers.

1. Extension of Mr. Phohleli contract for a further period of three years

In terms of our fiduciary duty as management, it is important to highlight our concerns with regard
to the request that Mr Phohleli’s contract be extended for a further period of 3 years in the
Commercial Division. The request contradicts the Company’s, policies and governance
procedures on the following grounds:

a. Contractual compliance and Labour budget deviation

i. Mr Phohleli's contract expired on the 30th September 2015. As such there is no valid
and approved position in Commercial to accommodate the extension

ii. As such no budget for the remainder of the financial year has been provided for an
extension of the contract and a significant deviation from the approved budget would
materialize.

i In any event, the addendum to Mr. Phohleli’s fixed term contract states that there shall
be no further extensions of his contract, which terminated on the 30th September 2015,
following the previous 6 extensions of his contract

b. Section 189 Rationalisation Process in SAA
i. Key to the section 189 notice submitted to Labour and employees, the Company

committed to ensuring that retrenchments would be mitigated or minimised by not

Directors

DC Myeni* (Chairperson), M Katawe (Chief Exgcutive Officer), WH Meyer (Chisf Financial Officer), A Khumalo™, N. Kubeka*, ¥ Kwinana*,
R Lepule®, A Mabizela*, B Mpondo*, R Naithani*{Indian), C Roskruge*

*Non-Executive Director

Company Secretary — Sandile Dlamini W Y
South African Airways S0C Lid Reg. No. 1997/022444/30
-
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renewing fixed term contracts in existence so as not to compromise permanent

employees who may be affected.
i. If the Company were to extend Mr. Phohleli’s contract, the Company would attract an

adverse response from Labour.

c. Conclusion
i. For these reasons any extension of Mr. Phohleli’s current contract would compromise

the Commercial Division's labour costs and contravene SAA’s compliance and

governance principles and would have the following implications:

» SAA will demonstrate that it does not respect Labour as a key social partner

* SAA does not abide by its undertakings

e The good strides and progress made by the Company with Labour in developing
and sustaining a respectful and sound relationship will erode.

+ SAAwould face potential disputes which would be adjudicated at the CCMA or even
the Labour Court.

2. The resolution of the Board refers.

The Board resolved that Mr. Kendy Phohleli be appointed in the office of the Chairperson with
effect from 01 October 2015 to replace Mr. Barry Parsons.

The process and timelines described below will be followed in executing the Board resolution. The
process below is informed by the consuitations that were held with labour parties under the section
188 Rationalisation process. As an outcome of the consultations, collective agreements were signed
with Labour parties and the appointed Management representatives representing Managers in
consuitations in July and August 2015. The collective agreements, inter-alia, specify the process of
advertising and appointments within the Company in the execution of the Rationalisation Process,
including any existing vacancies that must be filled.

In compliance with the agreements, the following process will be embarked upon to ensure that the

matter is dealt with speedily as the urgency is understood:
¢ The governance process in terms approval will be completed tomorrow, 02 October 2015

¢ The advert will be placed on Monday , 05 October 2015 and this will run for 8 days

e Mr. Phohleli may apply for the position

e The shortlisted candidates will be interviewed on the 13" October 2015

» The process will be finalised by no later than the 16" October

e It should be noted that as per the agreements reached with labour, preference will be given
to affected employees

The above process will not be a deviation from what has been agreed to with labour and will in no
way compromise the section 189 process currently under way.
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3. Recommendation

It is recommended that the position be advertised. Mr. Phohleli can apply and may be appointed
within the process agreed to with Labour. This will minimise the risk of potential disputes which would
be adjudicated at the CCMA or even the Labour Court.

Compiled by Date: Recommended by Date:
Lourens Erasmus Nivy Moodley
Head of Employee Relations Acting GM: Human

Resources

Approved by

Ms Dudu Myeni
Chairperson of the SAA Board Date:
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Andrew A. Keartland

From: Ruth Kibuuka <RuthKibuuka@flysaa.com>

Sent: Monday, 05 October 2015 13:04

To: Nivy Moodley; Thuli Mpshe

Cc: Siyakhula Vilakazi

Subject: RE: Board Resolution - Re: Extension of the Contract Kendy Pholeli
Attachments: FW Appointment of Mr. Kendy Phohleli in the Office of the Chairperson
Hi Nivy,

Thanks for the attached.

Please see my comments in Red below. | think it is important for all parties mentioned to agree on the accuracy of the
sequence of events,

Regards

Ruth Kibuuka | Company Secretary

4 Mobite: +27 083 531 6004 | e Phone: +2711-878-6553 | B Eax #2711 978-1085 | 24 E-Mail: RuthKibuuka@flysaa.com
Floor 6,Block A Airways Park,OR Tambo International- Johannesburg- SOUTH AFRICA

From: Nivy Moodley

Sent: 05 October 2015 12:08 PM

To: Thuli Mpshe; Ruth Kibuuka

Cc: Siyakhula Vilakazi

Subject: Board Resolution - Re: Extension of the Contract Kendy Pholeli

Dear Acting CEO and Company Secretary

Further to the instruction to execute the Board Resolution of the 28 September 2015 with respect to the Extension of
Mr Kendy’s Pholeli’s contract, | wish to record | have not yet received the minutes of the said meeting. The minutes of
the meeting in question were not requested, rather an extract from the minutes on the matter regarding Kendy's
appointment. This was provided to the Acting CEO on 01 October as per the attached email.

Notwithstanding the above, based on the request of the Acting CEO to respond to the Chairperson of the Board in this
regard, Memo 1 dated 1 October 2015 was submitted to the Office of the Acting CEO.

Mrs Nivy Moodley was subsequently invited to a meeting on 2" October by Yolanda Barron. At this meeting the
Chairperson of the Board, the Acting CEQ, the Company Secretary and the Chair of the Internal Audit and Risk
Committee were present. The Chairperson of the Board thanked Mrs Nivy Moodley for the Memo 1 and proceeded to
issue a directive to Mrs Nivy Moodley to implement the Board Resolution of the 28 September 2015 in respect of the
extension of the cantract of Kendy Pholeli. In response to this instruction, Mrs Nivy Moodley reiterated to all parties
present that in the line with HR governance processes and in terms of Section 189 process the following is required to
be signed off by the Chairperson of the Board as there is no valid and approved position in the Commercial Division to
accommodate the extension:

1. Approval of the amended organogram

2. Confirmation of budget for the extension of Kendy’s contract.

| ya—
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Subsequently, Mrs Nivy Moodley hand delivered Memo 2 dated, 2 October 2015 to the Company Secretary who
presented it to the Chairperson of the Board. You will recall that you requested me to present the memo to the
Chairperson, which | declined as this was a matter between the two of you, and she was waiting for you to provide her
with your response. You then proceeded to leave it in my office to go collect your bags. On your return you found the
Chairperson in my office and the two of you discussed the Memo. The Chairperson of the Board declined to sign the
memo and instructed Mrs Nivy Moodley to prepare the contract as follows:- (attachment Minutes — Ruth}:- The list of
items mentioned below, does not comprise minutes as defined. Rather it is a list of items that the Chairperson
requested you to carry out. Referring to this list as minutes may be misleading.

1. Extend the contract to 3 years, if need be add to the contract new assignments

2. Nivy to sign Kendy’s contract and provide copy to the chair on Monday , 5 October 2015,

3. Unblock Kendy’s access card to enable him to have access to the buiiding, in order to report to the

Chairperson’s office
4. Reinstate Kendy’s email and cell phone facilities.

| wish to record the above instruction is contrary to SAA’s Governance processes.

In terms of Corporate Governance, the position of Acting GM :HR reports to the Acting CEO. | am therefore not in a
position to execute an instruction outside my reporting line.

Should | be instructed to execute the Board Resolution | would like to lodge my concerns and reservations with all
Jarties,

Kind Regards
Nivy Moodley | HOD Learning and Development | SAA Academy of Learning

oy Phone: +2711-978-3084 | 24 E-Mail: NivyMoedley @flysaa.com
Room 102, Corporate Development Center- Johannesburg- South Africa

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended solely for the
addressee. If this e-mail is not intended for you, you cannot copy, distribute or disclose the included
information to anyone and request that the mail be deleted. Any disclosure of confidential or privileged
information transmitted herewith may result in legal proceedings being instituted against the recipient hereof.
While all reasonable steps have been taken to ensure the accuracy and integrity of all data transmitted
electronically, SAA does not accept liability if the data, for whatever reason, is corrupt or does not reach its
intended destination. Please note that this e-mail and the contents thereof is subject to the standard SAA E-mai]
Disclaimer which may be found at http://www.fl ysaa.com/za/en/policies_and Disclaimers.action#Email
Should you not have access to the internet, send an e-mail to requestdisclaimer@flysaa.com and a copy will be

sent to you.
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Andrew A. Keartland

From: Thuli Mpshe «<ThuliMpshe @flysaa.com>
Sent: Friday, 21 August 2015 21:42

To: Thembi Mngomezufu

Subject: FW: Employment Contract Status
Sensitivity: Private

fyi

Thuli Mpshe | GM: Human Resource | Human Resources

¥ phone: +2711 978-2525 i ME-MaiI: ThuliMpshe@flysaa.com
8th Fioor,C Block, Airways Park, OR Tambo International Airport- Johannesburg- SOUTH AFRICA

-rom: Kendy Phohleli

Sent: 21 August 2015 04:33 PM

To: Thuli Mpshe

Subject: RE: Employment Contract Status
Sensitivity: Private

Dear Thuli,

Thanks for the discussion foday.

Fwill discuss further with Suretha as per your recommendation as she is Acting ¢n behalf of
Sylvain,

As | mentioned to you, | do have my concerns if this is the appropriate channel as Suretha
is uniikely to make long-term decisions and the issue is beyond the contractuai side only.

I have listad out my concerns, the background and the possible solutions below. | will have to
consider what other options are available to me after the discussion with Suretha.

{nd regards

Kendy Phohleli | Executive Africa Hub Project | Commercial

‘9 Mobile: +27-71-898-1325 | ¥ phone: +27 11 978-9936 | xd E-Mai: KendyPhohleli@flysaa.com
Airways Park, OR Tambo international- Jochanneshurg- SOUTH AFRICA

From: Kendy Phohieli
Sent: 19Aug15 16:52

To: Thuli Mpshe

Subject: Employment Contract Status
Importance: High

Sensitivity: Private

Dear Thulli,

| am looking forward to meeting with you in person this as | would like to highlight the issue of

a4
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my current employment contract with SAA.

At present my role within SAA has been to coordinate, review and implement our West Africa
Hub Strategy, a role | took on in September 2014.

Parallel to the progress and success of the West Africa Hub Strategy, | have over the past 12
months also started getting involved with SA Technical, Cargo, Mango and the Board itself to
identify and develop other African growth opportunities.

Specifically | amiwas involved with Dr Tambi and Barry Parsons to develop an updated Africa
Growth Strategy and am working on current business opportunities in Ghana, Nigeria, Ivory
Coast and in East Africa on behalf of the SAA Group.

My current fixed term contract comes to an end on 30 September and | was expecting this to
be reviewed and renewed. Given the consistent experience | have had where my role and
contributions to SAA are not valued by the GM Commercial Sylvain Bosc, the contract is
unlikely to be renewed uniess there is intervention.

I have applied for 2 permanent roles within Commercial over the past year, none for which |

was interviewed for or received any feedback for. This was disappointing considering that |
successfully ran the entire Commercial Department for 8 months and have lots of measurable
achievements to display which the prior GEQs and Boards have acknowledged and appreciated.

‘he unfortunate outcome and consequence of not having both a accountable person for the
Africa Growth Strategy and not having a Chief Strategy Officer to oversee implementation,

will likely result in all current efforts and ongoing focus on Africa expansion quickly come to an
end despite this being one of our most critical opportunities to get the airline back to profitability.

| would therefore kindly request for your consideration for myself to be considered for the vacant
role of Chief Strategy Officer, a role which will ensure focus is retained and momentum is
expedited for the SAA Groups expansion plans in Africa, something | am already closely familiar
with. As you are aware, | also have a host of other experience on the Commercial, Aero Political
and Stakeholder Relations aspects of the airline industry where | am equally able to contribute.

I look forward to discussing the above with you in person and at your earliest convenience.
Kind regards

Kendy Phohleli | Executive Africa Hub Project | Commercial

3 Mobile: +27-71-898-1325 | P phone: +27 11 978-9936 | wE-MaH: KendyPhohleli@flysaa.com
Airways Park, OR Tambo International- Johannesburg- SOUTH AFRICA

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended solely for the
addressee. If this e-mail is not intended for you, you cannot copy, distribute or disclose the included
information to anyone and request that the mail be deleted. Any disclosure of confidential or privileged
information transmitted herewith may result in legal proceedings being instituted against the recipient hereof,
While all reasonable steps have been taken to ensure the accuracy and integrity of all data transmitted
electronically, SAA does not accept liability if the data, for whatever reason, is corrupt or does not reach its
intended destination. Please note that this e-mail and the contents thereof is subject to the standard SAA E-mail
Disclaimer which may be found at http://www.flysaa.com/za/en/policies and Disclaimers.action#Email
-Should you not have access to the internet, send an e-mail to requestdisclaimer@flysaa.com and a copy will be

sent to you.
2 Q@J\ %
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From: Thuli Mpshe

Sent: Wednesday, September 16, 2015 3:52 FM

To: Sylvain Bosc <SylvainBosc@flysaa.com>; Thembl Mngomezuly <ThembiMn'gomezulu@ﬁysaa.oom>- Nivy
& Relations) <LourensE@flysaa.coms.

Moodiey <NivyMoodley@flysas.com>; Lourens Erasmus (Employe
Subject: FW: Africen Growth Strategy and Implementation Plan,

‘. Near Colleagues
" Jease note my response to the chair on the subject matter,

Regards.

Thull Mpshe { Acting Group CEQ

& phone: +2711 978.2525 | B E-mait: ThuliMpshey
6th Floor,C Block,Afrways Park, OR Tambo Infernafion

ysaa.com
al Airpori- Johennesburg- SOUTH AFRICA

From: Thuli Mpshe
Sent: 16 September 2015 03:49 PM
To: Dudu Myen! ,
Ce: M Dudu (dudumyeniitelkomsa.net); Yakhe Kwinana2; Yakhe Kwinana; Tony Dixon (tonydie
bonvdixonGitel Kgimsaet); John Tambi ; Ruth Kibuuka
= bject: FW: African Growth Strategy and Implementation Plan.
) )
Y. _kar Chair

Thank you for your trailing e-mall regarding the above matter.

Further to the July 2015 Board meeting where the African Growth Strategy (the “Strategy”)
was provided to the Board; SAA management formally submitted the Strategy for the
August 2015 Board meeting, which was a matter for noting. The Strategy submission was
compiled and headed by Barry Parsons with input from the SAA Management teams from
Strategy, Commercial, SAA Technical and SAA Cargo. The submission furthermore

contained input from Dr Tambi.

The African Growth Strategy provides an overview pertaining to competition and the
applicable aero political landscape. The Strategy, furthermore, identifies the priority

markets for growth and also highlights the specific initiatives which urfently underway 4
i |
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TOr NETWOrk growtn (ied by Lommercial) and the strategic growth initiatives of SAA v "W

Technical and SAA Cargo.

s per the Board meeting of 26 August 2015, members of the Boa rd deferred the subject
rategy session scheduyledfor

‘a meeting held at Airways Park on 7 September 2015, that Commercial has been

4 unavaiiable to further discuss points raised by Dr Tambi. My office has subsequentiy

| requested the GM for Commercial to schedule a mutually convenient time between py
Tambi and himself, should any matter, not already addressed directly between Dr Tambi
and Kendy Phohleli, require further deliberation. | am advised that the GM for
Commercial’s office has directed requests to ascertain to Dr Tambi's availability for sucha

meeting.

"1 wish to assure members of the Board that this matter is receiving top priority within SAA

should also be noted that Kendy’s fixed term contract expires on 30 September 2015
- Ithough his last day In the office will be prior to this due to untaken leave, His curren.
f{position (Executive Africa Hub Project) is/fwas “mission-relateq” (related to the now
f|established operation between Ghana and the USA). Clause B (1) of the addendum to his

l| Fixed Term Contract states that “there shail be no further extension of the Main Agreement
His current contract, thus, cannot pe extended for the

{l.for any reason whatsoever”,

1) termination clause as per his current contract from a governance and compliance
perspective; It is important to note that Kendy's contract has been extended 6 times

since the first engagement in October 2013; and__
2) no provision has been made, following the headecount rationalisation Process, for his

current role to further exist as the purpose of his role has been completed and
further operational and execution activities will reside within the ambit of the GM for

Commerecial.
i

»vly office has in the interim been advised that Kendy applied for the Chief Strategy Officer

} vacant position; a position currently following due recruitment process, as resolved at the

[ last REMCO meeting of 18 August 2015. He will, furthermore, be provided with a list of a|
' advertised HoD positions within SAA currently open for applications and his interests will

be considered in line with company requirements.

| 1trust that you find the above in order and be assured of our best intentions.

Regards,

Thuli Mpshe | Acting Group CED

¥ phone: +2711 6782525 | B E.pat ThuliMpshe@fhisaa.c
8th Floor,C Block,Afrways Park, OR Tambo Intsrations] Abport
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K

Ce: Yakheijnm‘-; akfek o,

Richeliovinana co. :

Dear Acting CEOQ
Africa strategy and implementation pian

¥'s (who is pert of the Africa IDAnagement team), contract

1 am also informed that Mr Kend
expires tormorrow and is not to be renewed. I am not comfortable thai we are letting
resources leave the compauy who might be a necessary element of the Africa strategy

implementation,

Until such time we have considered the comprehensive implementation Plan, and what
) i cannot possibly make a rationa] decision of the

day that Mr Kendy will not be released until a

Please can I have your assurance before end of
een approved by the board,

- proper assessment of our requirements have b
e end of the month, we shalj request forg

Please note, at the Board strategy review at th
special board meeting for 2 hours to consider outstanding matters and g dry run for ag AGM

) <‘ Kind regards

Ms Dudn Myeni
Phone :035 789 5499
Email: g Yenifz
Ms Dudu Myeni
Executive Chairperson
Phone: 035 789 5499
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Andrew A. Keartland

From: Thuli Mpshe <ThuliMpshe@flysaa.com>

Sent: Tuesday, 06 October 2015 23:12
Duduzile Myeni; Dudu Myeni; Yakhe Kwinana2; Yakhe Kwinana; Tony Dixon

To:
{tonydixon@telkomsa.net) (tonydixon@telkomsa.net): John Tambi (johnt@nepad.org);
Wolf Meyer

Cc: Ruth Kibuuka

Subject: FW: Board Resolution

Attachments: IMPLEMENTATION OF BOARD RESOLUTION.docx; FW Appointment of Mr. Kendy

Phohleli in the Office of the Chairperson

Dear Board Members

Trust this email finds you well.
It is our humble request that we comply with the governance and policies of the

~ company as per the attached submission. We are willing to action the board
' 2solution In respect of the appointment of Kendy on the proviso that we are
compliant. The necessary documentation will be forwarded to Ruth for
completion and thereafter the request will be actioned.
We humbly request your support in this regard,
Regards.

Thuli Mpshe | Acting Group CEQ

& phone: +2711 978-2525 | ® £_pMail: ThuliMpshe @flysaa.com

6th Floor,C Block, Airways Park, OR Tambo International Airport- Johanpesburg- SOUTH AFRICA

. "’-nm: Nivy Moodley
{{ nt: 06 October 2015 07:06 PM

“ro: Thuli Mpshe
Subject: Board Resolution

Dear Acting CEG
Please find attached my response with reference to the implementation of the Board Resolution.

Regards
Nivy Moodley | HOD Learning and Development | SAA Academy of Learning

& Phone: +2711-978-3084 | o E-Mail: NivyMoodley@flysaa.com

Room 102, Corporate Development Center- Johannesburg- South Africa

Nivy Moodley | HOD Learning and Development | SAA Academy of Learning

1 ’
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& Phone: +2711-078-3084 | B E_ptait NivyMoodley@flysaa.com

Room 102, Corporate Development Center- Johannesburg- South Africa

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended solely for the
addressee. If this e-mail is not intended for you, you cannot copy, distribute or disclose the included
information to anyone and request that the mail be deleted, Any disclosure of confidentia] or privileged
information transmitted herewith may result in legal proceedings being instituted against the recipient hereof.
While all reasonable steps have been taken to ensure the accuracy and integrity of all data transmitted
electronically, SAA does not accept liability if the data, for whatever reason, is corrupt or does not reach its

intended destination. Please note that this e-mail and the contents thereof is subject to the standard SAA E-mail
olicies_and Disclaimers.action#Email

Disclaimer which may be found at hitp://www.flysaa.com/za/en/p
-Should you not have access to the internet, send an e-mail to w@w and a copy will be

sent to you.
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Andrew A. Keartland

From: Ruth Kibuuka <RuthKibuuka@flysaa.com>

Sent: Thursday, 01 October 2015 16:21

To: Thuli Mpshe

Subject: FW: Appointment of Mr. Kendy Phahleli in the Office of the Chairperson
Dear Thuli,

Please see trailing email for your attention.

Regards

Ruth Kibuuka | Company Secretary

I Mobile: +27 083 531 6004 | = Phone: +2711-078-6553 | % Fax: +2711 978-1056 I = E-Mail: RuthKibuuka@flysaa.com
Floor 8,Block A Airways Park,OR Tambo intemnational- Johannesburg- SOUTH AFRICA

From: Mabana Makhakhe

Sent: 01 October 2015 03:32 PM

To: Ruth Kibuuka

Subject: Appointment of Mr, Kendy Phohleli in the Office of the Chairperson

Dear Mrs. K,

There were extensive preceding comments about expiring contracts which were extended at the behest of the
Chairperson for Mr. Meyer and Mr. Parsons and thereafter the resolution below was taken.

It was RESOLVED that Mr. Kendy Phohleli be appointed in the office of the Chairperson to replace Mr. Barry
Parsons effective 01 October 2015,

Kind Regards,
Mabana Makhakhe | Deputy Co. Secretary | Company Secretary

9 Mobife: 083 278 8488 | L Phone: +2711-978-5812 | & Fax: +2711-978-6161 | 2] E-Mail: MabanaMakhakhe @flysaa.com
Reom 110, 1st Floor, Block F, Airways Park OR Tambo International Airport- Johannesburg- South Africa

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended solely for the
addressee. If this e-mail is not intended for you, you cannot copy, distribute or disclose the included
information to anyone and request that the mail be deleted. Any disclosure of confidential or privileged
information transmitted herewith may result in legal proceedings being instituted against the recipient hereof.
While all reasonable steps have been taken to ensure the accuracy and integrity of all data transmitted
electronically, SAA does not accept liability if the data, for whatever reason, is corrupt or docs not reach its
intended destination. Please note that this e-mail and the contents thereof is subject to the standard SAA E-mail
Disclaimer which may be found at http://www.flysaa.com/za/en/policies_and_Disclaimers.action#Email
-Should you not have access to the internet, send an e-mail to requestdisclaimer@flysaa.com and a copy will be

sent to you.

L
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***important communication where Mevyer and Bosc discuss disagreements with board resolution

From: Sylvain Bosc

Sent: Friday, October 09, 2015 11:06 AM

To: Wolif Meyer <WolfMevyer@flysaa.com>

Subject: Fwd: Reduction of the Delegation of Authority

FYI
Envoyé de mon iPhone

Début du message transféré :

Expéditeur: Viwe Soga <ViweSoga@flysaa.com>

Date: 9 octobre 2015 09:37:50 UTC+2

Destinataire: Sylvain Bosc <SylvainBosc@flysaa.com>
Objet: Rép : Reduction of the Delegation of Authority

Hi Sylvain
Sorry just to go back to this e-mail from yesterday.

The Companies Act {section 74) requires that any decision by a Board which takes place outside of a
formal and properly constituted Board meeting may only be adopted by written consent of a
majority of the directors, provided that each director has received notice of the matter to be
decided. These practices are unfawful.

From: Viwe Soga

Sent: 08 October 2015 09:40 AM

To: Sylvain Bosc

Subject: RE: Reduction of the Delegation of Authority

Ruth’s explanation here is ridiculous. If a matter has not been circulated 1o all directors then one
cannot say that a lawfully constituted meeting was heid in the first place!

From: Sylvain Bosc

Sent: 08 October 2015 09:38 AM

To: Viwe Soga

Subject: FW: Reduction of the Delegation of Authority

Viwe, FYl ; we will have to challenge some “resclutions” that have been made unlawfully, | believe,
by the Chair without proper consultation.
'l keep vou posted.

Syivain Bosc [ Chief Commercial Cfficer | Commercial

Phone: +2711-978-9935 /17321  E-Mail: SylvainBosc@flysaa.com
Room 323, Block A, Airways Park, OR Tambo Intermational- Johannesburg- SOUTH AFRICA

N 2z
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From: Ruth Kibuuka

Sent: 06 October 2015 04:30 PM

To: Wolf Meyer; Sylvain Bosc

Cc: Thuli Mpshe

Subject: RE: Reduction of the Delegation of Authority

Dear Wolf,

You are quite right that all directors have a right to agree or disagree with any resolution that may
he raised at a sitting of a Board or Committee meeting. However any disagreement/disapproval and
for comments on the resolution can only be taken into account if raised during the course of the
meeting whilst the item is being discussed, so that they are properly recorded in the presence of all
present. Any comments or afterthoughts outside the meeting unfortunately cannot be considered
as part of the official record of the meeting.

Hope the above clarifies.

Regards
Ruth Kibuuka | Company Secretary

Mobile: +27 083 531 6004 | Phone: +2711-878-6553 |  Fax: +2711 §78-1055 | E-Mail:

RuthKibuuka@flysaa.com
Floor 6,Block A Airways Park,OR Tambo international- Johannesburg- SOUTH AFRICA

From: Wolf Meyer

Sent: 06 October 2015 04:15 PM

To: Ruth Kibuuka; Sylvain Bosc

Cc: Thuli Mpshe

Subject: RE: Reduction of the Delegation of Authority

Dear Ruth

Surely such resolution must be circulatad to all directors in order for all directors to express their
vote, whether agreeing or disagreeing to the resolution. | think it is important to have on record
which directors agree and which do not agree. | certainly have not had the opportunity to vote on
any of all these newly imposed resclutions. | am quite positive that this practice is not in iine with

good corporate governance.

Bast regards

Wolf Meyer | CFO

Mobile: +2771-171-2345|  Phone: +2711-878-15156|  E-Mai: WolfMever@flysaa.com
4th floor, block C Airways Park, OR Tambo International Airport- Johannesburg- South Africa

From: Ruth Kibuuka

Sent: 06 October 2015 04:10 PM

To: Sylvain Bosc

Cc: Thuli Mpshe; Wolf Meyer

Subject: RE: Reduction of the Delegation of Authority

Dear Sylvain, ' - [ Z
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We can confirm that the Delegation of Authority was discussed on 28" September as indicated on
the extract.

In terms of the Board Charter, the quorum necessary for the transaction of business of the Board of
directors is a majority of directors. The AA Board currently comprises of 5 directors, making 3
members the majority.

Regards

Ruth Kibuuka | Company Secretary

Mobile: +27 083 531 6004 | Phone: +2711-978-6553 | Fax: +2711 976-1055 | E-Mail:

RuthKibuuka @flysaa.com
Floor 6.Block A Airways Park, OR Tambo International- Johannesburg- SCUTH AFRICA

From: Sylvain Bosc

Sent: 06 October 2015 03:57 PM

To: Ruth Kibuuka

Cc: Thuli Mpshe; Wolf Meyer

Subject: Re: Reduction of the Delegation of Authority

Dear Ruth

If I'm not mistaken, this conversation on the Delegation of Authority was held on Tuesday Sep 29
(and not 28 as stipulated on the attached document ).

On that particular day | don't think the meeting can technically be called a Board meeting, given that
we only had 3 Board members in attendance and no formal vote was organized.

Can you please confirm what the company governance says on this?
Thanks a lot for your help
Best regards

Sylvain

Envoyé de mon iPad

Le 6 oct. 2015 a 15:47, Dikeledi Raboroko <DikelediRaboroko @flysaa.com> a écrit :
Dear Exco and Manco Members

Kindly find attached Board decision on the DOA for your attention.

Kind regards
Dike
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Dikeledi Raboroko | Personal Assistant to Company Secretary | Company Secretary

Mobile: 0763000063 | Phone: +2711-978-2763 | <image003 jpg=E-Mait:

DikelediRaboroko@flysaa.com
Room 801, Floor 8, Block A, Airways Park, OR Tambo International- Johannesburg- SOUTH AFRICA

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is
intended solely for the addressee. If this e-mail is not intended for you, you cannot copy,
distribute or disclose the included information to anyone and request that the mail be deleted.
Any disclosure of confidential or privileged information transmitted herewith may result in
legal proceedings being instituted against the recipient hereof. While all reasonable steps
have been taken to ensure the accuracy and integrity of all data transmitted clectronicaily,
SAA does not accept liability if the data, for whatever reason, is corrupt or does not reach its
intended destination. Please note that this e-mail and the contents thereof is subject to the
standard SAA E-mail Disclaimer which may be found at
http://www.flysaa.com/za/en/policies_and Disclaimers.action#Fmail .Should you not have
access to the internet, send an e-mail to requestdisclaimer@flysaa.com and a copy will be
sent to you.

<Reduction of the Delegation of Authority.pdf>

A
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Fwd Draft special Board Minutes-20150929

From; Sylvain Bosc
sent: 03 November 2015 05:17 PM

To: Viwe 5So0ga

Ccc: wolf Meyer; Thuli Mpshe

Subject: Fwd: Draft Special Board Minutes-20150929
Attachments: special Bod Minutes-20150929.doc; ATTO000L.htm
Dear Viwe

-2 out of 5 Directors were missing, 2 out of 4 non exec Directors
- there was no agenda (the Chair rejected the one we proposed)

- there was no vote on any of the "discussions”

- no document was prepared or submitted for consideration.

I believe we should qualify it as a "meeting with Board members" but not a

"Board meeting”. It is of '
utmost importance that proper gavernance is followed and enforced at all times

Can you please liaise with wolf and ensure that coSec make the appropriate
changes to reflect the true
nature of the discussions ?

I m also going to review the actual notes now.
Best regards,

Sylvain Bosc

Envoyé de mon iPhone

Début du message transféré :

Expéditeur: Mabana Makhalkhe <mabanamakhakhe@flysaa.con-

Date: 3 novembre 2015 16:54:22 UTC+2

Destinataire: buduzile Myeni <dudumyeni@telkomsa.net>,
"'dudum@jacobzumatoundation.org.za' (dudum@jacobzumafoundation.org.za)"
<dudum@jacobzumafoundation.org.za>, "vakhe Kwinana2" <vakhe@kwinana.co.za>,
"tonydixon@telkomsa.net" <tonydixon@telkomsa.net>, John Tambi
<johnt@nepad.org>, wolf Meyer <wolfMeyer@flysaa.com>

Cc: Josua du Plessis <Josuaduplessis@flysaa.com>, Lusanda Jiva
<tusandaliya@flysaa.com>, Martin Kemp <Mmartinkemp@airchefs.co.za>, Musa Zwane
<Musazwanel@fiysaa.com>, Nico Bezuidenhout <NicoBezuidenhout@flysaa.com>, Nivy
Moodley <NivyMoodley@fliysaa.com>, Ruth Kibuuka <Ruthkibuuka@flysaa.com>,
Sigakhula vilakazi <Siyakhulavilakazi@flysaa.com>, Thuli Mpshe
<ThuliMpshe@flysaa.com>, Ursula Fikelepi <UrsulaFikelepi@filysaa.com>, Tleli
Makhetha <TlelimaMakhetha@flysaa.com>, zuks Ramasia <ZuksRamasia@flysaa.com>,
pPhinda Ncala <PhindaNcala@flysaa.com>, Sylvain Bosc <SylvainBosc@flysaa.com-,
Bev

Kok <BevKok@flysaa.com> )
Objet: praft Special Board Minutes-20150929

Dear Board Members,

Kindly find attached for
meeting held on 29 Septémber 2015.
monday 09 November 2015.

éw, the draft Board minutes for the special
May we please have your comments by

we would T1ike to apologise for the late circulation of the minutes.

Kind Regards,

Mabana
Disclaimer: The information in this e-mail is confidential and is legally

privileged. It is intended solely for the addressee. If this e-mail is not

intended for L ) ) ] .
you, you cannot copy, distribute or disclese the included information to anyone

and request that the mail be deleted. Any disclosure of confidential or
privileged . . ) .
information transmitted herewith may result in Tegal proceedings being

Page 1
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Fwd Draft Special Board Minutes-20150929
instituted
against the recipient hereof. while all reasonable steps have been taken to
ensure
the accuracy and inteﬁrity of all data transmitted electronically, SAA does not
accept Tiability if the data, for whatever reason, is corrupt or does not reach
1ts
intended destination. Please note that this e-mail and the contents thereof is
subject to the standard SAA E-mail Disclaimer which may be found at
http://www.f?ysaa.com/za/en/po1icies_and_nisc1aimers.action#Emai1 .Should you
not have access to the internet, send an e-mail to requestdisciaimer@flysaa.com
and a copy will be sent to you. ’

Page 2
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SOUTH AP AWATS
A Privale and Confidential

__For intamal use only

[TO: | SAABOARD OF DIREGTORS
[FROM: __'.Act':hg Chief Executive Officer

TDATE: |20 AUGUST 2015

FOR THE SAA BOARD OF DIRECTORS TO NOTE THE AWARD OF RFP/GSM044/2015
FOR THE PROVISION OF CATERING SERVICES FOR SAA PREMIUM LOUNGES AT
OR TAMBO INTERNATIONAL AIRPORT (ORTIA) TO LSG SKYCHEFS SOUTH AFRICA

(PTY)LTD.

PURPOSE

To notify the BAA Board of Directors of the awarding of the Provisioning of Cafering Sarvices
for SAA Premium Lounges at OR Tambo inlemational to LEG Skychefe South Afilca {Pty}
Ltd, for & peried of three years (l.e. from 01 September 2015 to 31 August 2018), et an
estimated amount of R85 818 783.66, Inclusive of VAT, further to the finalisation of a due
tender process. Nolwithslanding that the award is within the Acting CEQ's DoA, the Board is
duly nofified of the award due to the fact that a third party will be parforming servives
previously rendered by S8AA's subsidlary company, Alr Chels.

BACKGROUND

SAA’'s lounge customer value proposition (product and service) has 1o date been provided
by EAA's subsidiary, Alr Chefs, The food and beverages on offer ara specified In line with
customer needs, preferences and expectations. Over fima, SAA has experienced a ssvere
delerioration In the quality and standard of product and service delivery offered by Air Chets,
based on premium ousiomer complaints In respect of the cuslomer value proposition at
ORTIA's lounges, which are ranked as high-value customas touch pointe.

The negaiive customer experience has not only detimentally affeclsd SAA from a
reputational and commercia] perspective, but has also resulted in S8AA'e premium customers

beginning io use the SLOW lounge (British Airways customer value propasftion), which is
SAA's competitor,

Considering thet the SAA Voyager member base spand was B 3.99 billion in FY15 fwhich
constifted 23.18% of SAA Fassenger Revenue, excluding fuel levies and surcharges, i.e,
the base fare), from a stratagic risk perspective, it bacame necessary for declsiva aclion to
be taken io addrass tha customer value proposition shortfalls for this premium customer
segment In order to ensure customer retantion. Several Interactions were held between SAA
and Alr Chefs to find means to improve the level of service delivery achieved howaver, and
notwithstanding these efforts, no improved results were racorded. BAA was, accordingly,

Diractars
DE Myeni* {Chelparsen), WH Moyer (Chie] Firensdgt Dificar, Y Kwinang®, JE Tambl"(Slerss Leonsan), AD Ulon®
4 BTAR ALLIANGE MEMBER £

*Nan-Exacullve Direcior
Company Seorslaty - Ridh Kiniia

Bouth Aftcan Alracys SOC Led HAep. No. THI02242400
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faced with no option but to take a daclslon to go out on a confined tender to achieve the
desirad customar value proposition expeciad for this premium custemer sagment.

The declsion was further anhanced by the need to present a world-class product, same
which was & critical deliverable in the agreemant with between SAA and investac Bank

{SAA's partner who provided the necessary capital Investment for the overhaut and upgrade
of the SAA premnlum lounges).

Hasponses o this RFP ware received from Air Chels, L5@ Skychels and Dnala - Newrest.
Food Direction and Plnnacls Inoubator Hub declined the request to bid.

Due procursment process was followed in respect of which ali recelved responses were
evaluated. In this regard, the incumbent current service pravider, Alr Chefs, falled to meet
ihe Initial minimum threshold In the tender and was uneble to proceed to furlher evaluation

stages.

FINANCIAL IMPACT

MEM-092

Inc VAT Inel VAT

Score for Pricing {S0) &;1' ing) VAT lnol VAT

Bid Price {negoliated) :; A8 358 480.76 | RE5 B18 703.66 | A111 336 838.17 | R111 336 938,17 |

+ The final offar presentad by LSG Skychefs South Africa (Pty) Lid is inclusive of VAT.
« CPI increase In year two of the contracl; the impact is to be shared equally 80%

{average of the preceding 12 monihs}.
» CPIl increase in year three of the contract; LSG Skychefs South Africa (Piy) Lid wilt cover
o5e of the CPl Impaclt whils SAA will cover the remaining 75% {averags of the

praceding 12 months),
A saving of A2 538 £87.10 was echieved after negaotiations with the recommended bidder.

SAA has projected approximately 474 500 paesengers in loungas per annum. There is &
possiblity of growth in lhe passenger number year on year should naw airiines coniract to
use SAA foungss. Should this take place; L8G Skychefs South Africa (Ply) Lid has offered

the following paasenger Volume Discount;

Annual Base _ | 474 500 - e ]
 Discount Percentage . | PaxFrom _ Paxto T M |
2% Disoount 480000 . . 1 B0B 000 '
3%Dlscount | S00001 520 000

| 4% Discount “|'sapool 1540000

| 5% Discount Ise0001 " (560000
B%Di&ount 550001 Onwarms

Note: The disecunt will enly ba spplicable ta the per passenger price.
Diratiare

£ Mperd* Gheliperson), WH Meyer {Chiel Financial Officar), Y Kulnang®, JE Tambi*{Siern Leonesn), AD Dixen’
* ABTAR ALLIANDE MEMBER 2"

“Non-Exesiutiva Dimetor

Company Seerelary - Ruth e
Snuth Afican Alrways SDC Ud

fleg. Mo, 199702344430
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Directors Leoaean), AD Dlan
DG Myon! (Chalmessen), WH Mayer {Chiel Rinensial Olficar), v fntnana’, JE Tambl{fiera Leopean), w
A STAR ALLIANCE MEMBER >~

It shoufd also be noted that, as a resuit of the award to LSG Skychefs South Africa {(Pty) Ltd,
thare will be a revenus loss to Air Chefs (estimaled at R18 million per annum) as well as a
negligible negative net profit impact of A1.8 million per annum,

STRATEGIC IMPACT

in glacting to go out on fender, the business carefully consldered the sirategic implications of
Air Chefs possbly nol belng selected as the successful bidder vis-awis the business
imperative of the retention of premium oustomers in a highly competltive market. In addition,
dus consideralion was given to any adverse market parceptions craated through electing to
tender for lounge services, thus carving out & small portion of services randerad by Alr Chefs

In relation to the total BAA account,

FINAL RECOMMENDATION

It is hereby requested that the SAA Board of Directors note the final award to LSG Skychals

South Africa (Ply} Lid, for a period of three years {I.e. from 01 September 2016 to 31 August
2018), at an esimated amount of R85 818 793.66, inclusive of VAT. In this regard, and
furiher 1o a lawlul tender procsss, & third pary will be performing services previously

rendered by SAA’s subsidiary company, Air Chefs,

*Non-Expeutve Dimotor
Conparny Secrelory ~ Ruh Kbuuke

Bouth African Alewveys 500 L4 Rag N 105A0R2430 /\
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Finance Standing Committee

South African Airways (SAA) on Turnaround
Strategy and performance

Create an alert

Get free email alerts when we add new information for this commitiee.
Chairperson: Mr Y Carrim (ANC)

Date of Meeting: 02 September 2015

Summary

The South African Airways (SAA) briefed the Committee on its Long-Ternm Turnaround Strategy (LTTS),
which was implemented in April 2013 in order to address the challenges that SAA had been experiencing. The
implementation of the LTTS had slowed down in 2014, but picked up more recently. There had been
challenges in the implementation, particularly the delay in cancellation of routes and new fleet and lack of
equity injection. The 90 day plan put more focus on the implementation of commercial and financial
interventions, and SAA managed to achieve the cost reduction measures and the network remediation in
Beijing, Mumbai and Abu Dhabi. The LTTS had been refined with a focus on reviewing assumptions, such as
those relating to the fuel prices, and on making adjustments for current internal and competitive realities.
Certain areas needed to be addressed and adjusted in the LTTS. These included an adjustment of the financial
plan, based on the revised exchange rate and fuel price assumptions, the equity injection was no longer
assumed, the headcount rationalisation was included, and there would be more focus on implementation and
performance management, and the reviewing of the Fleet and Network Plan. The Board suggested that the
foeus on cost reduction must be seen 1n the context that the airline unit costs had been permanently under
pressure. SAA had been driving 2 cost compression programume since 2013, and had achieved R2.2 billion
savings to date. and would be continuing to try to reduce by 13% for the next three years. Some of the main
areas had been renegotiation of lease agreements to cut costs, current lease extensions, a people cost reduction
prioritised on headcount rationalisation, savings on procurement and maintenance contracts, and imprevements

in using aireraft.

The 2015 year was marked by a difficult financial environment with external pressures such as the Ebola
crisis and xenophobiz, weakened currency, legacy impairments and financial costs. The current financial year's
challenges included the weakened currency, unintended consequences of the new immigration regulations ,and
more competition. It was still making a loss to the operating results had improved, with revenue levels having
dropped with fares reducing because of oil prices, but it had also succeeded in cutting expenditure.

Several Members were very critical of the current leadership, and some suggested that the current Chairperson
should resign because she had caused some of the difficulties. It was noted that the delegation did not appear to
be particularly well prepared, having failed to anticipate many of the questions that Members had asked, and
the point was also made that these questions had been raised before, with unsatisfaciory answers being
provided. Specific questions were asked about the Emirates deal which was terminated in the last minute, and
it was alleged that a specific instruction 1o do so had been given by the Chairperson after political interference.
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This deal could have contributed R1.7 billion to the revenue of SAA. Members said that the Committee should
have been provided with the financial plan for the turnaround, specific timeframes that included financial plans
to generate profit. They wanted to check if SAA had a shareholder compact and whether this shareholder
compact was carefully monitored. There was a growing concern about the fact that most of the officials at
SAA were in acting positions, which did not assist to rectify its instability. Members asked if SAA had
negotiated the fuel price with its supplier as the fluctuation of fuel price was likely to impact on the
expenditure of the institution. Some pointed out that it would be impossible for SAA to rely on further bail-out
from the National Treasury (NT), and suggested that it needed to do projections prior to getting an equity
injection, and work out how it could survive in times of limited capital injection. They questioned the
reasoning behind some of the challenges enumerated, pointing out that the visa regulations could not have
made a substantial different, and SAA was in crisis already before these were introduced, but SAA countered
with detailing the costs lost through having to refuse a seat to passengers. They criticised the lack of any
marketing strategy, wanted a full breakdown of the black industrialists that were doing business with SAA and
the possibility of availing opportunities to women-owned corporations or those with disabilities. They were

also particularly concerned that SAA failed to explain how this current turnaround strategy as different from
the other turnaround strategies that had been implemented in the past, and felt that a hierarchy of cost drivers
should have been presented. They were also upset that the catering tender, instead of being awarded to 2 local
company, had been outsaurced ta a German company and asked how this could happen. The Chairperson
confirmed that it would be necessary o look more closely as to what exactly had been done and suggested a
meeting befween the Minister of Finance, SAA, the l@aﬁmﬁm of Public Enterprises to address the issues
raised. In the meantime, SAA was also asked to respond in writing to the issues.

Minutes

South African Airways (SAA): Long Term Turnaround Strategy briefing

Ms Dudu Myeni, Chairperson of the Board, SAA, indicated that a Long-Term Turnaround Strategy (LTTS)
was implemented in April 2015 and this strategy was created to address the challenges that SAA was
gxperiencing. The implementation of the LTTS slowed down in 2014 and the main challenges that were
experienced then were mainly on the implementation, particularly the delay in cancellation of routes and new
fleet and lack of equity injection. The 90 day plan paid more focus on the implementation of commereial and
fi nancial mterventmns and SAA mnaged to achieve the cost reduction measures and the network mmadi&tmn

SAA had also managed to correct the governance defects, including the revision of the Memorandum of
Incorporations (Mol) and the reviewing of the Materiality and Significance Framework. The LTTS had

Ms Myeni stated that there were still certain areas that needed to be addressed and adjusted in the ETTS. These
included:

- The Financial plan was adjusted, based on revised exchange rate
- The Equity injection was no longer assumad

- A Headcoont Rationalisation was included

- There was increased focus on implementation and performance management
- The Fleet and Network Plan was reviewed

- Provision was made for the current competitive landscape

The refinement was done in consultation with National Treasury {(INT} as well as other government
departments, but - <1 concluded that SAA needed to Zrow
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revenue and reduce costs in order to achieve long-term sustainability.

Mr Joshua du Plessis, Head of Department: Project Management Office, SAA. mentioned that the network
plan was reviewed and refined based on current and forecast demands. According to an Oxford Economics
Study, SAA’s operations had a positive impact on the Gross Domestic Product (GDP) of South A frica. The
Fleet Plan was developed, based on the Network Plan, and the Fleet and Network Plans formed the basis of the
strategy and were refined with the support of external specialists. SAA was planning to increase the revenue by
right-sizing capacity and using correct brands in the different markets. The focus would also be on the SAA
brand, on African growth and network optimisation and on growth in regional market, by redeploying SAA
capacity from the domestic market. It was important to take into consideration that there was a potential for
growth in the domestic market by using the low cost segment like Mango. The revenue forecasts were
significantly affected by external factors like market and policy impacts.

Ms Yakhe Kwinana, Chairperson of Audit, SAA, stated that the focus on cost reduction should be looked at in
the context that airline unit costs were permanently under pressure, especially with the “commoditisation” of
the market. SAA had been driving a successful cost Compression Programme since 2013, with R2.2 billion
savings achieved to date. SAA had also achieved a 17% reduction in non-fuel unit costs over the past three
years and would continue its drive to achieve an additional 13% reduction in the next three years. She
described some of the key focus points on cost reductions. Thise muatnly inefuded aircrafi Bost rediliciion by
negotinting o naw fenses and current lease extensions, and a people cost reduction prioritised on headcount
rationalisation, which was still in progress. There had been a realisation of significant procurement contract
savings and maintenance contract negotiations, and there had been improvement in aircraft utilisation. SAA
was planning to save an additional R2 billion or more, for the next three years, as part of its plan to convert the
current Cost Compression Programme into a cost compression culture.

Ms Kwinana indicated that SAA had been operating in a difficult environment in the financial vear ended on
31 March 2015. This year was marked by increased competition, revenue pressure {caused by Ebola and
xenophobiaj and the weakened currency, legacy impairments and financial costs. The challenges in the current
financial year comprised of weakening currency, and the new immigration regulations that were likely to have
unintended negative consequences, as well as intensified competition.

Although SAA was still making a loss, its year-to-date operating results had improved by 43% year on year,
The revenue levels were 11% below the prior year, caused by a significant drop in average fares across the
industry on the back of the fower oil price, competition and the operating environment. The operating cost was
lower and well controlled as expenditure was 9% lower year on year, and this was again assisted by continued
Cost Compression and lower Brent price. The interest charge had increased significantly, due to increased
reliance on debt to meet working capital requirements.

Ms Myeni concluded by saying that SAA was still facing challenges, as indicated in the presentation and these
included weakened currency, intensified competition in the industry and unintended consequences of the
immigration and visa regulations, current capital structure and leadership instability. However, there was also a
good story to be told, and this included the fact that SAA has been rated as the best full service airline in
Africa, whilst Mango had been rated as the best Low Cost Carrier (LCC). There had been an optinisation of
network and fleet, a cost compression culture has been embedded, and operating performance was

improving. The LTTS was refined and its implementation still continued, in a quest to ensure that SAA was
able to operate sustainably,

Discussion

Mr D Maynier (DA) welcomed the presentation on the SAA corporate strategy. One of the main issues that
came out strongly was leadership instability and it seemed that the Chairperson of the Board was “ground-
zero” on the leadership at SAA. He suggested that it would be in the public interest and in the interests of SAA
for the Chairperson to resign. He wanted to know if the Chairperson was willing fo anrounce her resignation
today, as he asserted that all the challenges at SAA emanated from leadership instability. He asked if there was

4—



MEM-098

a process under way to recruit a permanent Chief Executive Officer (CEO) who had experience and expertise
in the airline industry, so as to be able to turn SAA around.

Mr Maynier

. Everyone wanted to know whether what had been alleged, in the public domain, was
indeed correct, and if it was correct, then the Commitice should know about the reasons for the termination of

the deal.

Mr A Lees {DA) wanted to know about the financial plan on the turnaround strategy, with specific time lines.
All the plans included the financial plan for the generation of the profit. The high cost of bringing the aircraft
conditions up to scratch after the end of the aircraft life needed to be explained. He wanted to kniow more about
the financial impact of the new visa regulations on the operation of SAA, and how large this problem was

likely to be,

Ms P Kekana (ANC) welcomed the presentation and highlighted that the Commitice needed to base every
argument on solid facts and not on rumours and media tabloids, _ . The
cost-cutting measures seemed to focus on factors that largely contributed o the losses, including the
retrenchment of personnel or workers, but did not seem to pay sufficient attention to the smaller points, like the
value for money on the outsourcing of food and beverages, especizglly wine and bottles of water. It was
tmportant to check if there was a shareholder compact at SAA and whether this shareholder compact was
carefully monitored. There was a growing concern about the fact that most of the officials at SAA were in
acting positions. She pointed out that an ailing institution like SAA needed to have permanent officials to

rectify the problem of leadership instability.

Ms Kekana said that it was evident that Mango was becoming profitable at the expense of SAA, especially on
the route between Cape Town and eThekwini, and there was a general feeling that SAA could also become
profitable in this route. It was impressive to hear that SAA was plamming a route to the African continent but it
was not clear at the moment on how this vision could be realised in order {o increase the revenue, She
suggested that the Committee should have a meeting with the Minister of Finance, together with the Board of
SAA, on the issue of the shareholder compact and stable leadership, so that the institution could be able to
operate sustaably.

Ms T Tobias (ANC} mentioned thai the main difficulty about governing was the need to
prioritise implementation. Others could question what had been implemented, and it was possible to encounter
probleras during the implementation. Members' questions were directed to trying to assist SAA in unlocking
the crippling challenges, and it would not be helpful io pretend th Were no cha]lenge% in 1he mqtltutlon
at the moment. ! ap | cfation

: 1t was 1mp0'§31ble for bAA to rely on the
NT for the equlty injection, in order to be operatlona] as the institution needed to do its own projections even
before the equity injection and work out how to survive in times of limited injections. [t must draw a financiai

plan in the event of economic meltdown.

Ms Tobiss thought that the reduction in the outsourcing of food and beverages would be likely not to have »
major impact on the instinztion, but the Committes should be provided with the financial expenditure on that
zspect. There should be a marketing strategy that would entice the consumers to choose 8AA out of other
airlines, including having a stable clientele. 1t was absurd that British Airways was not just running
international flights but also local flights, whilst the same could not be said about SAA in Britain, It was still
unclear how South Africa came to enter into such nonsensical agreements that sought to undermine the
operation of local airlines, as the country was losing the market share. The issue of visa regulations was a new
phenomenon and she questioned whether it could really be having a major impact on SAA, as the institution
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had already been losing billions in the past financial years. She pointed out that the presentation was silent on
the marketing strategy to be nsed by SAA. The reality was that the institution was losing money and its
customers. it was impressive 10 see that Mango was offering free wifi, but the downside was that no food was
included in the fare.

e S e S S NGR =1<! then asked about

the impact of the equity injection on the balance sheet of the institution, and the adequacy of the stop-gap

measures that had been implemented, especially in ensuring that the tumaround envisaged was in fact realised.
In a simplistic form, his question was asking if it was possible for SAA to be turned around without the equity
injection from government. The presentation was particularly silent on the cost that had been incurred as a
result of not partaking in non-commercial activities,

Mr F Shivambu (EFF) asked about the number of personnel who were tikely to be retrenched because of the
cost-containment ieasures that had been introduced. It would be important for the Comniittee to get clear
information on the content of the Emirates deal, and the reason for its termination, as the presentation was
disappointingly silent on the matter. He wanted to know if there was any truth to the story that SAA was
seliing its cargo to Bidvest and if there was a possible retrenchment in this section as well. The Committee
needed to know about the internal procurement policy of SAA, as most of the goods and services that were
utilised in the flights were imported from Denmark, and the priority of SAA shouid be to source those services
inside the country. The presentation should have provided a breakdown of the information on the black
industrialists that were doing business with SAA, and the possibility of availing opportunities to women-
owned corporations or those with disabilities. It might be true that there were challenges of weakened
currency, visa regulations and external matters that could be taken into consideration. However, there were
also internal factors, including the fact that the Chairperson of the Board of SAA was too powerlul and was
capable of firing and hiring anyone as if SAA was a private company. This was the person who was supposed
to be held accountable for the leadership instability in the institution. It seemed that the Members of the ANC
wanted to defend the institution, despite evidence that it was ailing.

Dr M Khoza (DA) doubted if the leadership and management of the SAA was aware of the magnitude of the
problem at SAA, and said that the turnaround strategy was unlikely to succeed without identifying the root
causes of ali the challenges that had been identified. The presentation was not olear as to exactly how the
current tarnaround strategy was different from the previous turnaround strategies that had been implemented in
the past. The presentation should have provided a hierarchy of the cost-drivers in SAA so that Members could
really understand the intensity of the problem. It would have been useful if Members were provided with at
least five key root causes of the problems at SAA and the strategy in place to address those specific challenges.
SAA was operating in a highly competitive environment and therefore it was imperative for the Commistee to
know about the areas that needed to be prioritised ,so as to maximise on profit. It was really disappointing to
see that the presentation largely focused on the symptoms and not the real causes, and the turnaround strategy
usually comes after realisation that the institution was operating at a loss.

Ms D Mahlangu (ANC) mentioned that perhaps part of the reasons why SAA leadership seemed 1o be
eblivious to the magnitude of the problem in the institution was because there was a guarantee from
government that SAA would be bailed out. The issue of leadership instability was the main problem that
needed to be addressed. The current Board was an interim one and the National Treaswy needed to do the
honourable thing and appoint competent and experienced people who would take the institution forward. She
wanted to know if there was a strategy in place to execute the cost-cutting measures that had been
implemented in the context of possible job losses. SAA was operating in a highly competitive environment and
it was iimpossible to only rely on loyaliy of consumers in order to generate sustainable profit. It was high time
that the Board looked at things that had been done by other profitable airlines like Mango. There was a general
sense that the Board was less worried about the problems in SAA, despite the fact that it mentioned that there
would be a reduction on the cost: but there should be a focus on the improvement of the quality of service that
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is offered to its consumers.

The Chairperson appreciated that there was an overwhelming consensus from Members on the number of
challenges that had been mentioned today around SAA. It was indeed correct that the leadership and the Board
of SAA seemed 1o be unaware of the gravity of the challenges at SAA and this was the matter that needed to
be addressed. It was completely unacceptable for Members to be briefed on the fwrnaround strategy without
any mention on the difference between the previous and the current turnaround strategies. to be able to ses
what relationships or differences there were between these strategies. He supported the suggestion to write to
the Minister of Finance on the finalisation of the shareholder compact, as the shareholder compact was used to
evaluate the progress that had been made by an entity. It would be impossible io evaluale the perforrnance of
SAA without the strategic plan and Annul Performance Plan (APP) of the previcus financial year.

The Chairperson wanted to make it clear that it was not possible to blawe the current leadership for the
problems that had been created by the previcus Board members, and government and Parliament needed to
take some measure of responsibility, especially on the failure to carry out the oversight role effectively, The
Committee would need to know about the progress that had been made on the Shareholder Management Bill,
1o define the respective roles of Parliament and the Executive of the State-Owned Euntities (SOTs), as it was
difficult to exercise an effective oversight at SAA at the moment. The Board was certainly not properly
prepared for its appearance before the Committee today. Some of the questions that had been asked by
Members should have been addressed in the presentation itself and it was irrelevant whether those questions
came from the media or the public domain. He agreed that it was indeed absurd that British Alrways was not
Jjust operating international flights but also local flights but the same could not be said zbout SAA operating
locally in Britain. It was still unclear how South Africa had got itself into such agreements that sought to
undermine the operation of local airlines, as the country was losing a market share,

The Chairperson said that Mango had been a remarkable success and part of the reason for this was not
because this was a low cost carrier, but because of the way the carrier was managed and governed. He
suggested that Members of Parliament (MPs) needed to use Mango as part of the cost-cutting measures that
had been infreduced by NT. The issue of visa regulations was indeed very recent and therefore it was unlikely
to have had a significant financial impact on SAA, and Members had correctly pointed out that the institution
had been operating at a loss even before the introduction of the visa regulations. The statistics that had been
released by the Department of Tourism (Do) pointed out that tourist arrivals in the country were higher than
the previous year.

Ms Myeni assured Members that the Board was concerned about what was happening at SAA and the
presentation was based on the instruction that had been provided by the Committee as to what matters should
be covered, including those that were in the public domain or media. There was a general understanding of the
fact that SAA was operating under & competitive environment, She wanted to correct the statement that the
current Board was an interim board, for this was a Board that was taking decisions with the understanding that

there were responsibilities to be executed. There were capable individuals within the Board and it did have the
potential to execute the mandate of — The turnaround
strategy was developed by the leadership of SAA in consultation with the Board. The diagnostic review that

was done by the Department of Public Enterprises {DPE) focused on leadership issues, historical agreements
that were signed in the past and other factors that that were crippling the institution,

Ms Myeni indicated that SAA was paying almost R2 billion per annum for the salaries of the pilots and this
was part of the agreements that the Board was trying its utmost fo unbundle, as they were crippling the
operation of the institution. However, it was almost impossible for the Board to try to review those agreements,
as they were private arrangements. It must be pointed out that SAA had a non-Executive Board, meaning the
Board met four times a year and also met from time to time when there were commitice meetings. The
delegation was to management, to run the business. The airline had always been bailed out by government,
through cash injections, and the institution was dealing with a depleted balance sheet which remained the

major concern of the Board.
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Ms Myeni highlighted that the decisions that had been taken by the previous Board had an impact on the
operation of the airline and these were some of the issues that the current Board also needed to deal with
moving forward. The SAA used to own two aircraft but in 2001, the previous Board took the decision to sell
those aircraft and then leased them back to SAA, in order to generate more revenue and this was stiil one of
those decisions that were affecting the cwrrent Board. It was clear that this decision had a crippling impact on
the airline, as it has already been indicated that one of the major cost drivers at SAA was the leasing of the
aircraft, more so since this was paid in a foreign currency and the market fluctuation was impacting badly on
the operation of the institution. The majority of the challenges at SAA were legacy issues and it would be
unfair to blame the current Board for the decisions and agreements that had been taken and ratified by the
previous Board. The Board had sat down and applied its mind and decided fo negotiate with the aircraft leasing
company, owned by South African companies, and the Board had already started negotiations in order to
ensure that SAA operated in a sustainable manner.

Ms Myeni assured Members that SAA was paying its bills without any default and the airline was payving one
of the highest land costs on a monthly basis, a good premium for the Air Traffic Control (ATC), and was
servicing all the debts, under these difficult conditions. The Board would still require the Committee to discuss
the State Aviation Policy Framework, especially on the next engagement that was suggested by Members. The
whale State Aviation Policy Framework came about when the Board was developing the turnaround strategy.
This was to address the fact that government departments were operating in isclation of each other. The visa
regulations, the landing fees, the fact that the Department of Transport (Do'T) was able to offer licenses to the
competing airlines, and bad landing slots, and support to Brazil Russia India China and South Africa (BRICS)
were all challenges that could be addressed through cooperation between government departments.

Ms Myeni indicated that SAA would be doing its business in an unusual way. In regard {o the analysis on the
Beijing-China route, it was discovered that the airline was losing R30 million per month. There should be a
requirement to undertake an approval process. South Africa benefited immensely from the Beijing-China
route, especially on tourism, and there were many investors from China, therefore the rouie had a
developmental agenda for South Africa, but not as subsiantial a benefit on the operation of the airline. The
Board had requested that the airline needed to also get a share of the benefits from the route, as the country had
made more than R90 billion in terms of development and tourism. SAA was not only operating to be profitable
but in order to be able to break down all the boundaries that were hampering the development of the
institution, in order to facilitate tourism and development for South Africa,

In regard to the impact of the new regulations, Ms Myeni noted that SAA has denied seats to about 400 people
in August who were departing from the country, because of the new visa regulations but the amount that was
{ost by SAA on the visa regulations was unkpown at the moment, There were other airlines who owned
airports, and other airlines that co-owned jet fuel plants, and others had tax leases. SAA was contributing about
R9 billion to the country’s GDP but still paid over R6 billion to the Receiver of Revenue without any defauit.

Mr Maynier interrupted at this point and questioned whether Ms Myeni was answering questions asked by the
Comunittee. Members had asked specific questions and they were expecting specific answers.

The Chairperson indicated that the Chairperson of the Board was at this point giving an overview of the
questions and concerns that had been raised by Members, and all the questions that had been asked would be
responded to, as this was an obligation.

Ms Myeni continued that the Board was cognisant of the fact that the issues in the public domain needed to be
attended to. The changing of leadership was likely o impact on the turnaround strategy that had been
implemested and the challenge had always been on the impfementation of the tumaround strategy. The current
Board had taken into consideration all the previous turnaround strategies that had been implemented and had
taken into account all the relevant matters which could be used in the new turnaround strategy. The new
turnaround strategy was done in consuliation with the stakeholders of SAA, and there had been a workshop as
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part of being inclusive, The Board received the proposal of Emirates airline in January 2013 and the
management was running the whole process. [t must be appreciated that SAA already had a refationship with
Emirates. The Board had raised a concern about the fact that the Emirates deal fell within the own space that
was delegated to Emirates, but this was to ensure that there are all the approval processes that are entered frto.

Mr Maynier wanted to know if the Chairperson did receive a call from President Zuma and then instructed the
Acting CEQ, Ms Thuli Mpshe, to terminate the deal hours before it was due to be signed, as had been alleged
ir: the media.

Ms Kekana interrupted and stated that this was not a commission of inquiry and therefore it was improper to
reduce the engagement to statements based on rumours.

Dr Khoza asked whether the question that had been asked by Mr Maynier had any relevance to the agenda that
was being discussed today. The understanding was that the Comumitiee was focused on the turnaround strategy
of SAA.

Ms Tobias corrected that the executive was supposed to respond to all the questions that would be asked by
Members, and it was irrelevant whether thev were directed to what was on the agenda or not.

Ms Myeni added that SAA was operating in the same competitive space as other airlines Hke Mango but the
institition continued to operate at a loss, and this was the major concern from the Board. It was indeed a
concern that British Airways was allowed to operate in local flights but the same could not be said about SAA
in Britain, and this was where the Department of Transport needed to introduce regulations which would
protect the loeal airlines.

. SAA did have a shareholder compact and the management had provided its view of the
impact on the matter as well as the comments, and the NT would be getting the sharcholder compact before the
end of this week. There was no way that the institution could operate without the sharcholder compact, SAA
would be receiving cash injection of R8.5 billion and this would assist in ensuring that the airline was able to
operate in a fair environment and profitable way.

The information on the sponsoring of events like festivals, rugby and soccer tournaments was within the
knowledge of management and not the Board, but it was important to highlight that SAA was no longer
sponsoring soccer and rugby tournaments or the Jazz Festivals, as this was part of the cost containment
measures. The cost containment measures that had been implemented by the Board were not focused on the
retrenchment of personnel, but on trying to ensurc that SAA was able to operate in a sustainable manner,

Ms Kwinana responded that the Board was happy that Mango was part of SAA and was doing very well and
this could be attributed to favourable conditions, like the fact that Mango was partly subsidised by SAA. There
were also contracts between SAA and Mango which were favourable to Mango. The question that still needed
to be answered was whether Mango could be able to operate independently without SAA, especially when
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considering all the favourable contracts and subsidies. The Board was not complaining about the fact that
Mango was doing well as it was a shareholder of SAA.

She neted that the defegation was responsible for the procurement procass of food and beverages and there was
a catering tender that was awarded 1o s German company. The procurement process for awarding the tender
for food wes focused on prices and other tochnicalities.

Mr Shivambu expressed a concern that SAA had awatded a catering teuder to 2 German company as the fender
was supposed 1o have been awarded to a local compaty.

D Masia

mba Dahwa, Chie roment Officer. SAA, responded that die process was foliowed in the
awarding of the tender for foad to be served on the airtine and there were varions issues that were fooked at
which informed the decision to award the o a German conparny.

1 1

d 10 the question on the

equested the Board to be clear and precise on e response in ¢
bt was alleged to have been awarded to & CGerman corpay.

The Chei BOR
catering fender, ¢
Dr Dahwa replied that the Board started by putting iogether a business case, which is the main driver of any
procurement process. chuwwmmﬁgmmihemdafﬁwmm&meﬁemmwmmpmevzss
wati ihe tender was awarded to 8 German campany, as the tender did mot favour its own susbsidiaries. The

Ms Myenj clarified that the tonder that had boen awarded 1 the Germoany Company :
serviges from SA Cheft, as this company still contiied to provide catering services 1o SAA. on board and orf
Nlight. This new tender was a single one. thal was confined to servicing the loange in ORT fnternati

Adrport.

provided with the samne responses. It was
uggestion that there were no Sauth African

The Chairperson agreed that it was indeed correct that some of the questions that had been asked by Members
were asked before, when SAA was under the scrutiny of the Portfolio Committee on Public Enterprises. The
Board of SAA was stili providing the same responses. The Committee would like to meet with the Minister of
Finance, the Portfolio Committee on Transport and Public Enterprises in the next engagement with SAA. in
order to discuss issues that had been raised by the Board. The Commiitee would also Hke to see the
shareholder compact that had been signed, before the next engagement. The Board would be given all the
questions that still required clarity from Members and these should be responded to in writing. He concluded
that the reason the Presidency had moved SAA from being overseen by the Department of Public Enterprises
to being overseen by the NT was to ensure that NT could exercise an effective oversight role. However, this
was not happening at the moment,

The meeting was adjourned.

O/
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Andrew A. Keartland

From: Thuli Mpshe <ThuliMpshe@ftysaa.com>

Sent: Thursday, 03 September 2015 17:34

To: Duduziie Myeni; dudum@jacobzumafoundation.org.za

Cc: Tony Dixon (tonydixon@telkomsa.net) (tonydixon@telkomsa.net); John Tambi
(johnt@nepad.org); Yakhe Kwinana2; Yakhe Kwinana; Wolf Meyer

Subject: FW: Notification to the Board on Catering Services award toSkychefs August 2015.pdf

Attachments: Notification to the Board on Catering Services award toSkychefs August 2015.pdf

Dear Chairperson

| refer to the e-mail trail below and | would like to address the points raised, as follows:

1.

“First and foremost, this is not in line with what we are doing at AirChefs / AirChefs is
struggling and [ announced my concerns as the Shareholder”

The award of the lounge catering contract to LSG does not in any way affect the current process
being undertaken to “divest” Air Chefs. The lounge service contract represents 4.265% of Air
Chefs’ total annual revenue. As per the attached notification to the Board, there will be negligible
revenue loss for Air Chefs with an estimated R1, 8m net per annum to Air Chefs as per the
current CVP and rates related thereto.

“As the Shareholder, we have to review this submission which was not submitted to the
Board for noting” and “Acting CEQ, kindly hold this process until the Shareholder of
AirChefs apply it's mind”

The procurement process was initiated during May 2014. A letter of award has already been
issued to LSG dated 21 August 2015 and SAA's investment partner (investec Bank) for the
refurbishment of our lounges, has been notified. LSG has therefore commenced with the
implementation of the operational requirements as per the services required effective 1
September 2015. The latter is in preparation for the launch of the ORTIA domestic lounge,
scheduled for 29 September 2015. The afore-mentioned was pursuant to the recommendation
made by the BAC after due process has been followed and approved by myself in line with my
delegated authority. Any holding and/or cancellation of the award could result in litigation and
financial exposure against SAA.

Further to the above response and should it be requested by the Board, a further submission can be
made available highlighting the legal, reputational and business continuity risks presented by the
suggested holding and/or cancellation of the award.

| sincerely hope that the above points raised shed light on the circumstances in question.

Regards,

Thuli Mpshe | Acting CEQ | Corporate

& phone: +2711 978-2525 i 2 £ pail ThuiiMpshe @flysaa.com
6th Floor,C Block, Airways Park, OR Tambo International Airport- Johannesburg- SOUTH AFRICA

| y N
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From: Duduzile Myeni
Sent: 01 September 2015 10:07 AM

To: Tony Dixon; Yakhe Kwinana2; johnt@nepad.org; Thuli Mpshe; Yakhe Kwinana; Wolf Meyer
Subject: Notification to the Board on Catering Services award toSkychefs August 2015.pdf

Colleagues

I am sending this to you. First and foremost, this is not inline with what we are doing at AirChefs
As the Shareholder, we have to review this submission which was not submitted to the Board for noting,
AirChefs is struggling and I announced my concerns as the Shareholder,

Acting CEO, kindly hold this process until the Shareholder of AirChefs apply it's mind.

Regards

Ms Dudu Myeni

Phone :035 789 5499

Email : dudumyenij@iteikomsa.net

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended solely for the

ddressee. If this e-mail is not intended for you, you cannot copy, distribute or disclose the included
information to anyone and request that the mail be deleted. Any disclosure of confidential or privileged
information transmitted herewith may result in legal proceedings being instituted against the recipient hereof.
While all reasonable steps have been taken to ensure the accuracy and integrity of all data transmitted
electronically, SAA does not accept liability if the data, for whatever reason, is corrupt or does not reach its
intended destination. Please note that this e-mail and the contents thereof is subject to the standard SAA E-mail
Disclaimer which may be found at http://www.flysaa.com/za/en/policies and Disclaimers.action#Email
-Should you not have access to the internet, send an e-mail to requestdisclaimer@flysaa.com and a copy will be

sent 1o you.
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SOUTH AFIUCAN AHWAYS
B A ATt A A SAA Submission
A Private and Coenfidential
For internal use only

TO: | SAA BOARD OF DIRECTORS

FROM: | Acting Chief Executive Officer

DATE: | 20 AUGUST 2015

FOR THE SAA BOARD OF DIRECTORS TO NOTE THE AWARD OF RFP/GSM044/2015
FOR THE PROVISION OF CATERING SERVICES FOR SAA PREMIUM LOUNGES AT
OR TAMBO INTERNATIONAL AIRPORT (ORTIA) TO LSG SKYCHEFS SOUTH AFRICA

(PTY) LTD.

PURPOSE

To notify the SAA Board of Directors of the awarding of the Provisioning of Catering Services
for SAA Premium Lounges at OR Tambo international to LSG Skychefs South Africa (Pty)
Ltd, for a period of three years (i.e. from 01 September 2015 to 31 August 2018), at an
estimated amount of R85 818 793.66, inclusive of VAT, further to the finalisation of a due
tender process. Notwithstanding-that the award is within the Acting CEO's DoA, the Board is
duly notified of the award due to the fact that a third party will be performing services
previously rendered by SAA’'s subsidiary company, Air Chefs.

BACKGROUND

SAA’s lounge customer value proposition (product and service) has to date been provided
by SAA's subsidiary, Air Chefs. The food and baverages on offer are specified in line with
customer needs, preferences and expectations. Over time, SAA has experienced a severe
deterioration in the quality and standard of product and service delivery offered by Air Chefs,
based on premium customer complaints in respect of the customer value proposition at
ORTIA’s iounges, which are ranked as high-value customer touch points.

The negative customer expetience has not only detrimentally affected SAA from a
reputational and commercial perspective, but has also resulted in SAA's premium customers
beginning to use the SLOW lounge {British Airways customer value proposition}, which is
SAA’s competitor.

Considering that the SAA Voyager member base spend was R 3.99 billion in FY15 (which
constituted 23.19% of SAA Passenger Revenue, excluding fuel levies and surcharges, i.e.
the base fare), from a strategic risk perspective, it became necessary for decisive action to
be taken to address the customer value proposition shortfalls for this premium customer
segment in order to ensure customer retention. Several interactions were held between SAA
and Air Chefs to find means to improve the level of service delivery achieved however, and
notwithstanding these efforts, no improved results were recorded. SAA was, accordingly,

Directors
DC Myeai® {Chalmerson), WH Mayer (Chiel Financial Officer), Y Kwinana®, JE Tambi*(Sierra Leosgan), AD Dixon®

.
*Non-Executive Director ASTAA ALLIANCE ME@{(

Companry Secretary — Ruth Kibuuka
South African Airways SOC Lid Reg. No, 1987/022444/30
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faced with no option but to take a decision to go out on a confined tender to achieve the
desired customer value proposition expected for this premium customer segment.

The decision was further enhanced by the need to present a worid-class product, same
which was a critical deliverable in the agreement with beiween SAA and Investec Bank
(SAA's pariner who provided the necessary capital investment for the overhaul and upgrade
of the SAA premium lounges).

Responses to this RFP were received from Air Chefs, LSG Skychefs and Dnata - Newrest.
Food Direction and Pinnacle Incubator Hub declined the request to bid.

Due procurement process was followed in respect of which alt received responses were
evaluated. In this regard, the incumbent current service provider, Air Chefs, failed to meet
the initial minimum threshold in the tender and was unable to proceed io further evaluation

stages.

FINANCIAL IMPACT

Bid Price (negotiated)
Score for Pricing (90)

R88 358 480.76
Incl VAT

R85 818 793.66
incl VAT

R111 336 938.17
Inci VAT

R111 336 938.17
incl VAT

¢ The final offer presented by LSG Skychefs South Africa (Pty) Ltd is inclusive of VAT,

» CPI increase in year two of the contract; the impact is to be shared equally 50%
(average of the preceding 12 months).

= CPlincrease in year three of the contract; LSG Skychefs South Africa (Pty) Ltd will cover
25% of the CPI impact while SAA will cover the remaining 75% (average of the

preceding 12 months).

A saving of R2 539 687.10 was achieved after negotiations with the recormmended bidder.

SAA has projected approximately 474 500 passengers in lounges per annum. There is a
possibility of growth in the passenger number year on year should new airlines contract to
use SAA lounges. Should this take place; LSG Skychefs South Africa (Pty) Lid has offered
the following passenger Volume Discount;

Annual Base 474 500

Discount Percentage Pax From Pax to
2% Discount 480 000 500 000
3% Discount 500 001 520 000
4% Discount 520 001 540 000
5% Discount 540 001 §60 000
6% Discount 560 001 Onwards

Note: The discount will only be applicabile fo the per passenger price.

Directors

DC Myeni™ {Chairperson), WH Meyer (Chief Financial Oficer), ¥ Kwinana®, JE Tambi*(Slarra Leonsan), AD Dikon*
A STAR ALLIANCE MEMBER ¥

“Non-Exacutive Director
Company Secrelary ~ Ruth Kibuuka
South Alrigan Airnays SOC Ltd

Reg. No. 1997/022444/30
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it should also be noted that, as a result of the award to LSG Skychefs South Africa (Pty) Lid,
there will be a revenue loss to Air Chefs (estimated at R18 million per annum) as well as a
negligible negative net profit impact of R1.8 million per annum.

STRATEGIC IMPACT

In electing to go out on tender, the business carefully considered the strategic implications of
Air Chefs possibly not being selected as the successful bidder vis-a-vis the business
imperative of the retention of premium custorners in a highly competitive market. In addition,
due consideration was given to any adverse market perceptions created through electing to
tender for lounge services, thus carving out a small portion of services rendered by Air Chefs

in relation to the tetal SAA account.
FINAL RECOMMENDATION

It is hereby requested that the SAA Board of Directors note the final award to LSG Skychefs
South Africa (Pty} Ltd, for a period of three years {i.e. from 01 September 2015 to 31 August
2018), at an estimated amount of R85 818 793.66, inclusive of VAT, In this regard, and
further to a lawful tender process, a third party will be performing services previously
rendered by SAA's subsidiary company, Air Chefs.

il Finance Officer

Directors
DC Myeni* {Chalrparson), WH Meyer {Chief Financial Officer), Y Kwinana*, JE Tambi*{Slera L.eonean}, AD Dixon® M{é
MBER ¥F -

*Non-Exscutive Director A STAR ALLIANCE

Company Secretary ~ Auth Kibuuka
South Afican Afrways S0C Lid Rag. No. 1897/022444/30
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5/27/12019 Personal Portal

Trust you find this in order.

Regards.

Thuli Mpshe | Acting Group CEO

| Phone: +2711 978-2525 || [E-Mail: ThuliMpshe@flysaa.com

6th Floor,C Block,Airways Park, OR Tambo International Airport- Johannesburg- SOUTH AFRICA

From: Duduzile Myeni
Sent: 09 September 2015 05;13 PM

To: Thuli Mpshe
Cc: Dudu Myeni; Yakhe Kwinana2; Yakhe Kwinana; Tony Dixon (tonydixon@telkomsa.net)

(tonydixon@teikomsa.net); John Tambi (johnt@nepad.org); Ruth Kibuuka
Subject: Notification to the Board on Catering Services award toSkychefs

Dear Acting CEQ
Thank you for your response,
I think it is important to make the Board’s intentions on this matter quite clear.

The Board does not want to interfere with due process which belongs and is better managed by the executive. The Board is
however particutarly more interested in the principles applied in this contract and award.

Having said that, where the Board feels that implementation does not take proper consideration of pertinent principles, then it will
bring these to your attention as the Acting CEO. At the meeting the Board did precisely that. Tt raised a concern that the awarding
of this contract might have unintended consequences that affect certain strategic considerations. Examples could mean, Supporting
South African businesses, enhancing local employment, considering the impact on our own subsidiaries, here being (Air Chefs) are
amongst these.. At the Board meeting you were not then able to provide assurance on these matters. You did not even bring any fact
to the discussion pertaining this contact. Hence the Board asked that to the extent possible we would like the executives to suspend
further consideration on this process until we were provided with information on these concerns. This was on 26 August at the

Board Meeting. No one was on site,

If, as you now inform us, that a contract has been awarded then the Board does niot wish to interferepvith that legal process. We did
not have that impression at the Board meeting, /é/

https:ﬂlogin-za.mimecast.oomlmlportaIlapplprint.jsp?sid=AAAAlAQsrgwRTap—IOErjUWivrnxUjZXbDOnZTSemeMvHVdVAAAAQJLchNYEngs... 2/3
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Regardless however of the state of this tender the Board requires answers to its concerns. Some of these you have provided answers
to below. There are other questions outstanding and your answers have raised others.

These must be provided urgently. The Board requires a comprehensive review of the awarding of this tender. [ am now particularly
interested on what grounds Air Chefs failed to meet the initial threshold and was eliminated from evaluation further. Regardless of

the outcome of this tender that must surely be a major concern of the Board.

I also believe that we need to be quite clear on another issue raised by you in your email. The Board delegates authority to the
executive to implement certain activities. The Delegations Policy is a Board Policy. The Board remains legally (per the PFMA)
accountable for the implementation of decisions under that policy. Having delegated this authority does not limit the Board in
addressing issues arising from the execution of these and it does not mean the Board may not review the delegation limits if
necessary. The fact that this matter was within your delegation of anthority does not prevent the Board in questioning the matter,

In conclusion if the company has lawfully committed itself to the successful bidder then we do not wish to interfere with that
process. However the Board urgently requires a comprehensive review of the awarding of this contract and to better understand the
application of the decision making process. Would you please arrange for that to be provided before end of day 15" September
2015. If you require any clarification of what is required please do not hesitate to contact me.

AirChefs did raise many objections, questioning the motive of this. But were defeated. We have to get answers as to why, and by
who was this being done.

Regards

Ms Dudu Myeni
Phone :035 789 5499

Email : dudumyeni@telkomsa.net

hitps.//login-za.mimecast.com/m/portal/app/print. jsp?sid=AAAAIAQsrgwR Tap-IOEfUWIvmxUj2XbDOnZTSemWxMvHVAVAAAAG LcFdNYEpgOs... 313
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Andrew A. Keartland

From: Thuli Mpshe <ThuliMpshe@flysaa.com>

Sent: Monday, 28 September 2015 16:33

To: Duduzile Myeni; Dudu Myeni; Yakhe Kwinana2; Yakhe Kwinana; Tony Dixon
(tonydixon@telkomsa.net} (tonydixon@telkomsa.net); John Tambi (johnt@nepad.org)

Cc: Ruth Kibuuka; GROUP EXCO COMMITTEE; Sylvain Bosc; Wolf Meyer; Lusanda Jiya; Tleli

Makhetha; Phinda Ncala; Nivy Moodley; Bev Kok; Zuks Ramasia; Mabana Makhakhe;
Masimba Dahwa; Ursula Fikelepi; Siyakhula Vilakazi; Josua du Plessis
Subject: FW: Notification to the Board on Catering Services award toSkychefs August 2015.pdf
Attachments: Legal Memorandum - Lounge Catering (7 Sept 2015).pdf; Lounge Catering Services
ORTIA Annexures A to G.pdf; Lounge catering services legal opinion fnl signed.pdf

Dear Board Members and Colleagues

Please note the trailing emails in respect of the lounge discussion today.
Please familiarise yourself with the contents thereof in particular the legal
"niplication and risks associated with the decision.

Regards.

Thuli Mpshe | Acting Group CEO

= Phone: +2711 978-2525 | s E-Mail: ThuliMpshe@flysaa.com
6th Floor,C Block, Airways Park, OR Tambo International Airport- Johannesburg- SOUTH AFRICA

From: Thuli Mpshe

Sent: 08 September 2015 08:56 PM

To: M Dudu (dudumyeni@telkomsa.net); 'Dudu Myeni'

Cc: Yakhe Kwinana2; Yakhe Kwinana; Tony Dixon {tonydixon@telkomsa.net) (tonydixon@telkomsa.net); John Tambi

(johnt@nepad.org); Ruth Kibuuka; Ursufa Fikelepi
Subject: FW: Notification to the Board on Catering Services award toSkychefs August 2015.pdf

sear Chairperson,

At the outset, | wish to assure the members of the Board that my responses to date, in respect of the subject matter,
were guided and submitted after thorough internal consuftation with all relevant SAA stakeholders.

The concerns raised by the Board in the preceding e-mails have been duly and respectfully noted. Without derogation, |
wish to further respond as follows:

1. Management acknowledges and appreciates the board’s right and prerogative to overturn and or rescind
management’s decisions. Before management can lawfully proceed with a cancelation of the awarded tender to
LSG Sky Chefs South Africa (Pty) Ltd, the Board will need to take a formal resolution, in accordance with the
prescribed SAA governance framework.

2. There is no governance directive and/or policy in place necessitating a matter reserved for the SAA Group CEQ
{as per the Company Delegation of Authority) to be circulated for prior notification and/or approval to the SAA
Board, prior to the commencement of a tender process, for services performed by any SAA subsidiary.

-

1
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3. Notwithstanding the latter, on 20 August 2015, in my capacity as acting CEO, | formally requested that
notification of the award be prepared and submitted to the Board for completeness and transparency.

4. As per the Board notification of 20 August 2015, in electing to go out on tender, the business carefully
considered the strategic implications of Air Chefs possibly not being selected as the successful bidder vis-a-vis
the business imperative of the retention of premium customers in a highly competitive market. in addition, due
consideration was given to any adverse market perceptions created through electing to tender for lounge
services, thus carving 4.265% of services rendered by Air Chefs in relation to their total SAA account.

5. Asthe Board has correctly noted, there is no indication that the Board was notified of the tender process prior
to its formal initiation on 2 November 2014. In this regard, the acting CEO of Air Chefs attempted to notify his
Board in November 2014, but was unsuccessful due to being unable to proceed with a duly constituted meeting
of the Air Chefs Board. It is, however, on record that during February 2015, the acting CEO of Air Chefs reported
to his Board of SAA’s intention to proceed with a confined tender process and, further, that Air Chefs will
prepare a response thereto.

6. As per the Board notification of 20 August 2015, responses to the RFP were received from Air Chefs, LSG Sky Chefs
and Dnata - Newrest. A lawful and duly constituted procurement process was followed in respect of which all
received responses were properly evaluated. In this regard, it must be noted that Air Chefs failed to meet the
initial minimum threshold for evaluation in the tender and was lawfully precluded from proceeding to further
stages of evaluation.

7. There are no job losses emanating from the award of services to LSG Sky Chefs as any impacted Air Chefs
employees would be transferred to the successful bidder {as per the conditions set-out in the tender document),
in accordance with Sectiocn 197 of the Labour Relations Act, 1995 {LRA)}.

8. Notwithstanding that the LSG Group is a collection of companies under the German registered LSG Lufthansa
Service Holding AG (a 100% subsidiary of Deutsche Lufthansa), the lounge catering services have been awarded
to LSG Sky Chefs South Africa (Pty) Ltd, a South African registered entity which locally sources and produces
products procured by SAA.

9. Accordingly, and in disposing of its obligations to the Board, management wishes to highlight the iegal
implications inherent to the Board’s decision to cancel the award of the services — having regard in particular to
the legal requirement for the Board to be fully apprised of all relevant details in reaching a decision of this nature.
Please kindly refer to the attached Legal Memorandum and Annexures thereto.

We trust you find this in order.

Regards.

Thuli Mpshe | Acting Group CEQ

& Phone: +2711 978-2525 I i@Ed\ﬂail: ThuliMpshe@flysaa.com
6th Floor,C Block,Airways Park, OR Tambo International Airport- Johannesburg- SOUTH AFRICA

From: Duduzile Myeni

Sent: 03 September 2015 10:59 PM

To: Yakhe Kwinana

Cc: Thuli Mpshe; dudum@jacobzumafoundation.org.za; Tony Dixon (tonydixon@telkomsa,net)

(tonydixon@telkomsa.net); John Tambi (johnt@nepad.org); Yakhe Kwinana2
Subject: Re: Notification to the Board on Catering Services award toSkychefs August 2015.pdf

Dear Colleagues

The previous Acting CEO knows well what we wanted, as the Shareholder! and this process which was started

in May is contrary to our decision.
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The Board, in February and March discussed outsourcing AlrChefs to an outside company. The reason why
we did not advertise the CEO position was based on this.

Secondly, before the commencement of the LSG, at the Board Meeting, no one made any submission or raised
these things to us at the Board meeting.

A thorough investigation is fully supported as per the Audit and Risk Comm Chairperson.

The contract, without the shareholder noting this submission, should be nullified.
As the Sharcholder we have a responsibility to ensure that our subsidiaries are assisted, and our decisions must

be 10 the best interest of SAA and South Africa.

Also Acting CEQ please, since you are new in your position, please consult so that you are advised correctly.

Ms Dudu Myeni
Phone :035 789 5499
Email : dudumveni/wtelkomsa.net

On 03 Sep 2015, at 6:31 PM, yakhekwinana <yakhekwinana@gmail.com> wrote:

Dear A: CEO

I note that AirChefs also responded to this bid meaning that if it is not what they do, which I
doubt, is something that they would be able to do.

Why was the Board not notified of this decision as per the submission.

I recommend that the award be cancelled and if they claim for damages, the letter was written on
the 20th and what is it that they would have prepared between the 20th and today the 3rd, unless

they knew that the tender is theirs.

I must take this opportunity to say I am very disturbed by this decision which is killing SAA
subsidiary.

As the Chairperson of SAAT is is making me very nervous where one day I will wake up and
find out that SAA fleet is serviced and maintained by a foreign company that competed with

SAAT.

My simple rhetoric question is :- if SAA and it's subsidiaries were owned by you, would you
give business to your competitor even if you do exactly the same business.

Chairperson, this looks like treason and I request this to be investigated by the SIU's.
Thank you

Yakhe Kwinana

Sent from my Samsung device \
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-------- Original message --------

From: Thuli Mpshe <ThuliMpshe@flysaa.com>

Date: 03/09/2015 17:33 (GMT+02:00)

To: Duduzile Myeni <dudumyeni@telkomsa.net>, dudum(@jacobzumafoundation.ore.za

Ce: "Tony Dixon (tonvdixon@telkomsa.net) (tonvdixon@ telkomsa.net)"
<tonydixon/atelkomsa.net>, "John Tambi (johnt@nepad.org)" <johnt'@nepad.org>, Yakhe
Kwinana2 <yakhe@kwinana.co.za>, Yakhe Kwinana <yakhekwinana @ email.com>, Wolf
Meyer <WoltMever/a;flysaa.com>

Subject: FW: Notification to the Board on Catering Services award toSkychefs August 2015.pdf

Dear Chairperson

| refer to the e-mail trail below and | would like to address the points raised, as follows:

1. “First and foremost, this is not in line with what we are doing at AirChefs / AirChefs
is struggling and | announced my concerns as the Shareholder”

The award of the lounge catering contract to LSG does not in any way affect the
current process being undertaken to “divest” Air Chefs. The lounge service
contract represents 4.265% of Air Chefs' total annual revenue. As per the attached
notification to the Board, there will be negligible revenue loss for Air Chefs with an
estimated R1, 8m net per annum to Air Chefs as per the current CVP and rates

related thereto.

2. “As the Shareholder, we have to review this submission which was not submitted
to the Board for noting” and “Acting CEO, kindly hold this process until the
Shareholder of AirChefs apply it's mind”

The procurement process was initiated during May 2014. A letter of award has
already been issued to LSG dated 21 August 2015 and SAA’s investment partner
(Investec Bank) for the refurbishment of our lounges, has been notified. L SG has
therefore commenced with the implementation of the operational requirements as
per the services required effective 1 September 2015. The latter is in preparation
for the launch of the ORTIA domestic lounge, scheduled for 29 September 2015.
The afore-mentioned was pursuant to the recommendation made by the BAC after
due process has been followed and approved by myself in line with my delegated
authority. Any holding and/or cancellation of the award could result in litigation and
financial exposure against SAA.

Further to the above response and should it be requested by the Board, a further
submission can be made availabie highlighting the legal, reputational and business
continuity risks presented by the suggested holding and/or cancellation of the award.
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| sincerely hope that the above points raised shed light on the circumstances in question.

Regards,

Thuli Mpshe | Acting Group CEO

Phone: +2711 878-2525 | E-Mait: ThuliMpshe@flysaa.com

6th Floor,C Block, Airways Park, OR Tambo International Airport- Johannesburg- SOUTH AFRICA

From: Duduzile Myeni

Sent: 01 September 2015 10:07 AM

To: Tony Dixon; Yakhe Kwinana2; johnt@nepad.org; Thuli Mpshe; Yakhe Kwinana; Wolf Meyer
Subject: Notification to the Board on Catering Services award toSkychefs August 2015.pdf

Colleagues

I am sending this to you. First and foremost, this is not inline with what we are doing at AirChefs
As the Sharcholder, we have to review this submission which was not submitted to the Board for noting.

AirChefs is struggling and 1 announced my concerns as the Shareholder.

Acting CEQ, kindly hold this process until the Sharcholder of AirChefs apply it's mind.

Regards

Ms Dudu Myeni
Phone :035 789 5499
Email : dudumyeni@telkomsa.net

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended solely for the
addressee. If this e-mail is not intended for you, you cannot copy, distribute or disclose the included
information to anyone and request that the mail be deleted. Any disclosure of confidential or privileged
information transmitted herewith may result in legal proceedings being instituted against the recipient hereof.
While all reasonable steps have been taken to ensure the accuracy and integrity of all data transmitted
electronically, SAA does not accept liability if the data, for whatever reason, is corrupt or does not reach its
intended destination. Please note that this e-mail and the contents thereof ts subject to the standard SAA E-mail
Disclaimer which may be found at http://www.flvsaa.com/za/en/policies_and Disclaimers.action#Email
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-Should you not have access to the internet, send an e-mail to requestdisclaimer@flysaa.com and a copy will be
sent to you.
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[Tor [ Acting Chief Executive Officer o ==men)
"And To: [ Chief Procurement Officer

" From: "Legal Department o — ——— -
‘Date: 07 September 2015 e e 71

1 PURPOSE

The purpose of this memorandum is fo advise on the legal implications of the
requested cancellation of the award to LSG Skychefs South Africa (“LSG”) to provide
catering services at the OR Tambo International Airport (“ORTIA") domestic lounge. It
is not the purpose of this Memorandum to review the tender process that was followed

to appeint LSG.

2 BACKGROUND

2.1 SAA entered into a Marketing Barter Partnership Agreement (the “Agreement”)
with Investec for the refurbishment of the SAA ORTIA domestic lounge. In terms
of the Agreement, Investec committed capital investment in the sum of R15
million towards the refurbishment of the domestic lounge in exchange for the use
of the lounge by Investec private banking clients. Over and above the capital
investment provided by Investec, the cost of the lounge access by their private
banking clienis is reconciled and paid to SAA on a monthly basis as additional
revenue to the airline. in addition, Investec is currently paying SAA a cost-per-
head fee (same which was implemented with the conclusion of the capital
investment agreement) and which amount will increase once the refurbishment

has been completed.

2.2 It is SAA's obligation under the Agreement to oversee the refurbishment of the
lounge and to deliver an operational lounge to accommodate Investec's private
banking clients. SAA and Investec have since agreed that the lounge will be open
to the public on 29 September 2015.

»
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2.3 One of the core service offerings at the lounge is the provision of catering
services to passengers. To date, SAA has utilised the services of its subsidiary,
Air Chefs, to provide catering services at all its South African domestic and
international lounges. The Air Chefs contract for the provision of the catering
services expired on 31 January 2015 and has since been extended on a month
to month basis. Prior to the expiry of the Air Chefs contract, SAA took a business
decision to issue a tender for a service provider to provide catering services in its
domestic lounge at ORTIA. The reasons and motivation for the business decision
are succinctly set out in an SAA Exco submission dated July 2014, same which
was duly approved by the SAA CEO on 01 September 2014 (Annex A).

2.4 Upon approval of the Exco submission as aforesaid, an open tender was issued
on 02 November 2014 , however, due to a change in the specification, the open
tender was cancelled on 27 March 2015. Subsequent thereto, a new confined
tender process was issued on 11 May 2015. Air Chefs, Dnata Newrest and LSG
responded to the confined tender. A duly constituted evaluation process was
undertaken in which Air Chefs failed to meet the minimum set threshold as per
the criteria prescribed for the tender. Consequently, Air Chefs was disqualified
from further participation in the process and Driata Newrest and LSG proceeded
to the last phase of tender evaluation (that being price and BBBEE (see Annex

B)).

25 LSG emerged as the highest scoring and preferred bidder and was
recommended for appointment by the Cross Functional Sourcing Team (Annex
C). On 14 August 2015, the SAA Bid Adjudication Commitiee evaluated the
CFST's recommendation and resolved to support the appointment of LSG for
final appraval by the Acting CEO (Annex D) in accordance with the applicable
SAA procurement framework. On 19 August 2015, the Acting CEO approved the
appointment of LSG, in accordance with her Deiegation of Authority (Annex E).
Pursuant to the Acting CEO's approval, a letter of award, dated 21 August 2015,
was communicated to LSG (Annex F). A kick off meeting was then held with LSG
on 26 August 2015 and a project plan developed and adopted by SAA and L8G
to ensure the successful opening of the lounge on 29 September 2015.

2.6 Further to approving the appointment of |.SG (and on 20 August 2015), the
Acting CEQ made a submission to the Board of SAA to note the appointment of

Pane 2 nfQ [\/\
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LSG (Annex G) further to the completion of the procurement process. We are
informed by the Acting CEO that two (2) members of the Board have requested,
for various reasons, that the award be eancelled. Herein below we deal with the
applicable legal framework pertaining to the requested cancellation and provide

our views in respect thereof.
3 LEGISLATIVE AND LEGAL PROVISIONS

The following legislative provisions are periinent to the proposed suspension or

cancellation of the appointment of LSG.
3.1 Promotion of Administrative Justice Act 3 of 2000 (PAJA)

3.1.1 The purpose of PAJA is to promote an efficient administration and good
governance and create a culture of accountability, openness and
transparency in the public administration or in the exercise of a public
power or the performance of a public function, by giving effect to the

right to just administrative action.

3.1.2 “Administrative action” is defined under PAJA tc "mean any decision, or

any failure to take a decision, by-

{a) An organ of state, when exercising a public power or performing

a public function in terms of any legisiation” -

(b} A natural or juristic person, other than an organ of state, when
exercising a public power or performing a public function in terms

of an empowering provision.

3.1.3 A “decision" is also defined under PAJA to mean “any decision of an
administrative nature made, proposed to be made, or required to be
made, as the case may be, under an empowering provision, including a
decision relating to making, suspending, revoking or refusing to make an

‘ Y-

order, award or determination”.
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3.1.4  Any person whose rights have been materially and adversely affected by
administrative action is entitled to adequate reasons for such an. action
or decision. The Court held in the case of Moletsane v Premier of the
Free State and Another’ that what would amount to “adequate” reasons
shall depend on the “degree of seriousness of the adminisirative act’.

3.15 The requested suspension or cancellation of the award to LSG falls
squarely within the definition of administrative action which requires
adequate reasons to be given to a party affected by an administrative
action. In order to meet the requirements of ‘adequacy’, the decision
taken must have a factual and legal basis, a reasoning process should
have been followed which led to an objective conclusion and there must
be evidence of a fair procedure having been followed. SAA is an organ
of state, taking a decision on a tender awarded by it (which thus
constitutes administrative action) and the proposed decision will, if
implemented, have an adverse effect on LSG as the awarded service
provider. To the extent that it cannot be shown that ‘adequate reasons’
existed for the action being taken, then LSG shall be entitled to take
legal action against SAA for damages. This action is not limited to actual
damages suffered by LSG but can even be for an order campelling SAA
to award it with the business andfor damages for the value of the

contract unlawfully cancelled.

316 In the case of Pharmaceutical Manufacturers Association of South
Africa and another v The President of the Republic® the court held that
decisions must be rational and cannot be made arbitrarily or
capriciously. In the case of Goodhope Plasterers v The Independent
Development Trust and GVK-Siza Zama Building Contractors the court
agreed with requirement for rationality being a requirement for any
decisions taken and in that matter found that the decision to cancel a
tender after the issue of a letter of award to the successful hidder, a
legitimate expectation on the part of that bidder had been created and
the decision taken to unilaterally cancel the award was unlawful. In this

' 1996 {2) 5A 95 (O)
2 2000 (3) BCLR 241 %/, -
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regard, any decision taken to cancel an award can only be justified if the
said decision was based on a material error of law or fact and/or after
the affected bidder has been provided with the opportunity to be heard
prior to that decision having been taken.

3.1.7° It is thus of critical importance to note that any decision to cancel the
award to LSG can only lawfully be taken to the extent that the award
was based on a material error of law or fact by the authority making that
award and/or after LSG has first been given the apportunity to discuss
the reasons for the proposed cancellation.

3.2 Preferential Procurement Policy Framework Act (5 of 2000)

3.2.1  Section 217(1) of the Constitution® provides that the award of tenders by
govemment or public entities must be made in accordance with a
system that is “fair, equitable, fransparent, compelitive and cost-
effective.” Section 217(3) of the Constitution provides that national
legislation must prescribe the framework for the implementation of any
preferential  policy. This is achieved through the Preferential
Procurement Palicy Framework Act (‘PPPFA").

3.22  Section 2(1) (f) of the PPPFA provides that once bids have been scored
in terms of the PPPFA, the contract “must be awarded to the bidder who
scored the highest points, unless objective criteria....justify the award to
another bidder." Regulation 9 of the PPPFA Regulations, in addition,
states that an award can be made to a bidder other than the highest
scorer “on reasonable and justifiable grounds.”

3.2.3  Any decision taken by SAA, accordingly, has to be taken on reasonable
and justifiable grounds and is contingent on that decision-making
authority to adduce proof that all applicable considerations were taken
into account during its deliberations. More 80, as set out in the
Constitution, any such decision has to be fair, equitable, transparent,

competitive and cost-effective.

3 Act 108 of 1996

Pase 5 0f9
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324 We have not been provided with any information that applicable
considerations have been provided by the Board to address the above
statutory requirements. In this regard, and having followed a lawfu!
tender process, SAA is bound te award the tender to the highest scoring
bidder (LSG) unless there are reasons {which should be able to be
proven) which justify an alternative decision. This duty is, furthermore,
particularly strict once an award has been communicated to a party as
per the doctrine of legitimate expectation set out above.

CEO’S Delegation of Authority

3.3.1 The SAA Delegation of Authority Framework (the ‘Framework”)
provides for the delegation of authority to the Group Chief Executive
Officer of SAA from the SAA Board of Directors.

3.3.2 Section 3.2 of the Framework provides that “the DOA applies to the
authority to exercise decisions which bind (our emphasis) SAA or a
subsidiary company. It is therefore the “Master Policy” guiding decisions
within the SAA Group. If there is any conflict between this DOA and
other SAA policy, the provisions of this DOA will prevaif”.

3.3.3 In terms of the Framework, therefore, the Acting CEO of SAA has the
delegated authority to award the tender to LSG (as she did). Further to
the conclusion of the tender process, a letter of award was issued by
SAA, which action created a legitimate expectation on the part of LSG.

'3.3.4  The decision taken by the Acting CEO is legal, valid and binding on SAA

and is consistent with the approved DOA.

Companies Act’

341 The Companies Act recognises the management of a company's
business as being vested in its board of directors. In accordance with
section 66(1) of the Act, the business and affairs of a company must be
managed by or under the direction of its Board, which has the authority

71 of 2008

é/.
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to exercise all of the powers and perform any of the functions of the

company.

3.4.2 There a2 number of duties and obligations on the directors and officers of
a duly constituted board which are owed to the company they serve. The
members of a board are deemed {o be fiduciaries of a company which
means that they have a duty to protect the company’s interests {known

collectively as fiduciary duties’).

34.3 These fiduciary duties include the following:
3.4.3.1 The duty to exercise care, skill and diiigence;
3432 The duty to act in the best interests of the company;

3433 The duty to act within their powers and for a proper

pUrposes;
3434 The duty to exercise independent judgement; and
3.4.3.5 The duty to avaid conflicts of interest.

344  These duties in turmn mean that the directors of a company have common
law liabilities which (in terms of seclion 77 of the Act) render them
personally liable for losses sustained by the company. It ig thus of critical
importance that a board of directors, in taking any decision, is sufficiently
informed and acts in good faith, taking into account the appiicabie

legislative and legal framework as set out hereinabove.

4  APPLICATION

4.1

The decision to cancel the award of the tender to LSG would amount to
administrative action in accordance with PAJA. The decision must accordingly be
based on a factual or legal basis and must not be made arbitrarily or capriciously.
At the outset, no formal board resoiution exists for the decision to cancel. Any
decision taken, thusly, has not been properly made in accordance with the

applicable legal prescripts and is to that extent uniawful. \
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4.2 Without derogating from the above, and to the extent that a valid board resolution
was made in this regard, the board will need to be able to show proof that there
are adequate reasons justifying the cancellation of the tender, failing which the
decision (and SAA in turn) will be exposed to judicial review. This
natwithstanding, any decision to cancel the award to LSG can only lawfully be
taken to the extent that the award was based on a material error of law or fact by
the authority making that award and/or after LSG has first been given the
opportunity to discuss the reasons for the proposed cancellation.

4.3 The issue of a letter of award created a legitimate expectation on the part of LSG.
This action, accordingly, fimits SAA’s right to cancel or suspend the award. Based
on the communication of the award, LSG has been vested with an expectation to
be the contracting party upon the fulfilment of any applicable condition or, at the
very least, an expectation to be heard before any adverse decision can be made.
SAA thus cannot, lawfully, unilaterally cancef or suspend the award made to LSG
without at the very least communicating the reasons for the requested
suspension and/or cancellation and without exposing itself to patentia) iegal
challenge by LSG.

4.4 The Acting CEO was, in accordance with the provisions of the Framework,
empowered to make the decision to approve the award of the tender and the
decision taken by the Acting CEO is thus legal, valid and binding on SAA.

4.5 Having regard to the legal risks which SAA will be exposed to in the event of a
decision to cancel the award being made, the Board will need to bear in mind its
fiduciary duties to the company insofar as it pertains to their duties to exercise
care, skill and diligence as well as to act in the best interests of the company. The
Board is thus obliged to pay careful consideration to the tangible legal principles
(set out in this memorandum) which caution against proceeding with the
proposed cancelation of this award, further to the completion of a fawful tender

process.

&  CONCLUSION

5.1 The tender for catering services at SAA Lounges was procedurally and lawfully
awarded to LSG. This award was in line with the PFMA and the PPPFA

Page 8of %53\ ﬁ/ .
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Regulations as well as SAA’s procurement policies and procedures. As
highlighted above, the cancelation and or putting on hold of the award may result
in possible legal action and financial exposure against SAA.

5.2 Any decision to suspend or cancel the award of the tender by SAA would amount
to administrative action, which action would need to be objectively fair, equitable,
transparent, competitive and cost-effective. No duly constituted meeting of the
Board was held regarding the subject matter hereof and as such any decision
taken in this regard would be considered invalid and stands to be set aside.

5.3 We recommend that the Acting CEO engages with the Board and to provide the
Board with the background information in this memorandum with annexures to
assist the Board in making an informed decision based on all the available

information on the matter,

SIGNATURES:

0% -0 -20\§

Date
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EXTRACT FROM THE DRAFT MINUTES OF THE SPECIAL SAA SOC LTD BOARD OF
DIRECTORS MEETING NO 2015/08 HELD ON MONDAY 28 SEPTEMBER 2015 AT THE
INTERCONTINENTAL HOTEL, ORTIA, KEMPTON PARK AT 09H00

ORTIA LOUNGES CATERING TENDER

it was Resolved that:
(a) the SAA domeslic lounges tender award be retracted; and
{b) the catering contract be awarded to Air Chefs without going through the bidding process.

Ruth Kibuuka

Company Secretary /
Date: <% {o zals
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From: Mabana Makhakhe

Sent: Friday, 02 October 2015 14:30
To: Ursula Fikelepi; Fikile Thabethe
Cc: Ruth Kibuuka

Subject: Fwd: SAA Lounges Tender

Hello,
Please find extract below. This is a short version of the discussion. I have just captured the resolution. I will

send the comprehensive extract a bit later because the matter was discussed twice in one meeting.

Regards,
Mabana

-------- Original message --------
From: Mabana Makhakhe
Date:02/10/2015 14:22 (GMT+02:00)
To: Ruth Kibuuka

Subject: SAA Lounges Tender

Dear Mrs, K,

Please find resolution below. Took a while to type on my phone. Still don't have Vodacom 3g card.

Extract From Special Meeting of the Board of Directors Meeting Held on 28 September 2015 at the
Intercontinental Hotel, ORTIA, Kempton Park, at 9:00am

It was Resolved that:
") the SAA domestic lounges tender award be retracted; and
(o) the catering contract be awarded to Air Chefs without going through the bidding process.

The Board stated that there should have been an exit clausc on the letter of award and if not, there should be
consequence management for the ommission.

Kind regards,
Mabana

Sent from sy Samsung Galisy smariphone,

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended solely for the
addressee. If this e-mail is not intended for you, you cannot copy, distribute or disclose the included
information to anyone and request that the mail be deleted. Any disclosure of confidential or privileged
information transmitted herewith may result in legal proceedings being instituted against the recipient hereof.
While all reasonable steps have been taken to ensure the accuracy and integrity of all data transmitted

| /@f\ K
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electronically, SAA does not accept liability if the data, for whatever reason, is corrupt or does not reach its
intended destination. Please note that this e-mail and the contents thereof is subject to the standard SAA E-mail
Disclaimer which may be found at http://www.flysaa.com/za/en/policies_and Disclaimers.action#Email
-Should you not have access to the internet, send an e-mail to requestdisclaimer@flysaa.com and a copy will be
sent to you.

/
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From: Dikeledi Raboroko <DikelediRaboroko@flysaa.com>
Sent: Tuesday, 06 October 2015 15:47
To: Josua du Plessis; Lusanda Jiya; Martin Kemp; Musa Zwane; Nico Bezuidenhout; Nivy

Moodley; Siyakhula Vilakazi; Thuli Mpshe; Ursula Fikelepi; Wolf Meyer; Bev Kok; CEO;
Phinda Ncala; Sylvain Bosc; Tleli Makhetha; Zuks Ramasia

Cc: Ruth Kibuuka
Subject: Reduction of the Delegation of Authority
Attachments: Reduction of the Delegation of Authority.pdf

Dear Exco and Manco Members

Kindly find attached Board decision on the DOA for your attention.

Kind regards
Dike

Dikeledi Raboroko | Personal Assistant to Company Secretary | Company Secretary

4 Mobite: 0763000063 | o Phone: +2711-978-2763 | 2 E-Mail: DikelediRaboroko@flysaa.com
Room 501, Floor 6, Block A, Airways Park, GR Tambo International- Johannesburg- SOUTH AFRICA

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended solely for the
addressee. If this e-mail is not intended for you, you cannot copy, distribute or disclose the included
information to anyone and request that the mail be deleted. Any disclosure of confidential or privileged
information transmitted herewith may result in legal proceedings being instituted against the recipient hereof.
While all reasonable steps have been taken to ensure the accuracy and integrity of all data transmitted
electronically, SAA does not accept liability if the data, for whatever reason, is corrupt or does not reach its
intended destination. Please note that this e-mail and the contents thereof is subject to the standard SAA E-mail
Disclaimer which may be found at http://www.flysaa.com/za/en/policies_and Disclaimers.action#Email
.Should you not have access to the internet, send an e-mail to requestdisclaimer@flysaa.com and a copy will be

sent to you.
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EXTRACT FROM THE DRAFT MINUTES OF THE SPECIAL SAA SOC LTD BOARD OF
DIRECTORS MEETING NO 2015/08 HELD ON TUESDAY 28 SEPTEMBER 2015 AT THE
INTERCONTINENTAL HOTEL, ORTIA, KEMPTON PARK AT 09H00

Review of the Delegation of Authority

It was RESOLVED that:

(a) The delegation of authority for approval of new contracts should be reduced by
50% for SAA, with the effect that all new contracts with a value above R50 million
should be recommended to the Board for approval through the Finance,
Investment and Procuremeant Commities (FIPCO),

(b} The delegation of authority for subsidiaries should alsc be reduced by 50% and the
Shareholder resclution tabled at the respective Boards for nofing;

{c} Ali matiers above the delegaied powers of subsidiaries should be recommended to
the Shareholder jor approval;

(d) The reduction in delegated authority excludes operational payments arising from
existing contracts.

Certified a true extract of the draft minutes,

Ruth Kibuuka
Company Secretary
’,.-"""_‘\
i Som
Date: atliol2als /g@n\j 8Cry S
@@ e,
{ e
"? ) 2, SQUTH ATRICAN
AIRWATS
“% >l
“39,«
sy gjfgﬁ B %ﬂg@;ﬁg / \/\
- J_

DL Myeni® (Chalrperson), WH Meyer (Chief Financial Ofiicer), ¥ Kwinana®, JE Tambi*{S.ema Leonsan], AD Dixon*
“Mur-Exesuiive Dlvector
Company Secretary - Ruth Klbuuhka

South Alfican Always SOC Lid Reg. No. 1997/022444/30
A STAR ALUANGE MEMBER v}
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From: Ruth Kibuuka <RuthKibuuka@flysaa.com>
Sent: Tuesday, 13 October 2015 15:43

To: Martin Kemp; Dikeledi Raboroko

Cc: Lioyd Hudson; Mduduzi Nyoni; Thuli Mpshe
Subject: RE: Reduction of the Delegation of Authority
Hi Martin,

Clause {(c) refers to matters above the delegated powers of subsidiaries {including the subsidiary board). In effect the
process remains the same where the values to be approved are above the limit as indicated in the Significant &

Materiality Framework.
Hope the above clarifies.

Regards

“uth Kibuuka | Company Secretary

B Wobile: +27 083 531 6004 | ¥ Phone: +2711-078-6553 | % Fax: +2711 678-1055 | 2 E-Mail: RuthKibuuka@*lysaa.com
Floor &,Block A Ainvays Park,OR Tambo International- Johannesburg- SOUTH AFRICA

From: Martin Kemp
Sent: 12 October 2015 09:40 AM

To: Dikeledi Raboroko; Ruth Kibuuka

Cc: Lloyd Hudson; Mduduzi Nyoni; Thuli Mpshe
Subject: RE: Reduction of the Delegation of Authority

Hi Ruth,

| require some clarity. My understanding that all approvals are reduced by 50% {In the case of Air Chefs from R50m to
R25mj}. Above R25m must go to the Air Chefs board. | cannot recall a discussion that stated the everything above this

limit {R25m} must go to the shareholder board.

Rgds,

Martin Kemp | Acting CEO of Air Chefs | Chief Executive Office

U Mobile: + 27 (0) 83 308 4060 | 2 Phone: +27 (0) 11 978 3516 | W rax: +27 (0) 11 978-6328 | 24 E-Mail:

MartinKkemp@airchefs.co.za
Room 1, 1st Floor, Air Chefs Building, Jones Rd- Johannesburg- South Africa

From: Dikeledi Raboroko
Sent: 06 October 2015 03:47 PM

To: Josua du Plessis; Lusanda Jiya; Martin Kemp; Musa Zwane; Nico Bezuidenhout; Nivy Moodley; Siyakhula Vilakazi;
Thuli Mpshe; Ursula Fikelepi; Wolf Meyer; Bev Kok; CEQ; Phinda Ncala; Sylvain Bosc; Tleli Makhetha; Zuks Ramasia

Cc: Ruth Kibuuka

Subject: Reduction of the Delegation of Authority

Dear Exco and Manco Members
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Kindly find attached Board decision on the DOA for your attention.

Kind regards
Dike

Dikeledi Raborako | Personal Assistant to Company Secretary | Company Secretary

Y Mobife: 0763000063 ! X prone: +2711-978-2763 i M pai: DikelediRaboroko@flysaa.com
Room S01, Floor 8, Block A, Airways Park, OR Tambo International- Johannesburg- SOUTH AFRICA

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended solely for the
addressee. If this e-mail is not intended for you, you cannot copy, distribute or disclose the included
information to anyone and request that the mail be deleted. Any disclosure of confidential or privileged
information transmitted herewith may result in legal proceedings being instituted against the recipient hereof.
While all reasonable steps have been taken to ensure the accuracy and integrity of all data transmitted
electronically, SAA does not accept liability if the data, for whatever reason, is corrupt or does not reach its
intended destination. Please note that this e-mail and the contents thereof is subject to the standard SAA E-mail
Disclaimer which may be found at hitp://www.flvsaa.com/za/en/policies_and Disclaimers.action#Email
Should you not have access to the internet, send an e-mail to requestdisclaimer(@flysaa.com and a copy will be

sent to you.
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From: Thuli Mpshe <ThuliMpshe @flysaa.com>
Sent: Sunday, 11 October 2015 12:14

To: Kim Thipe; Sylvain Bosc

Subject: Fwd: Complaint about new VIA lounge

Sent from my iPhone

Begin forwarded message:

From: Tlali Tlah <TlaliTlalit@flvsaa.com>

Date: 11 October 2015 at 11:56:11 SAST

To: Thuli Mpshe <ThuliMpshe/@flvsaa.com>, Zuks Ramasia <ZuksRamasia@flysaa com>,
Lusanda Jiva <Lusandaliva@flvsaa.com>, Daicy Demas <DaicyDemas/@flysaa.com>
Subject: Fwd: Complaint about new VIA lounge

Colleagues,

Please take note of the email below.
This happens when he SABC has just agreed to broadcast from the new facility on Thursday

morning, free of charge.

I need your guidance on whether the lounge challenges can and will be resolved immediately.
The could impact negatively on our efforts to spread some good news stories.

The customer feedback in the email below is such an indictment.

Kind regards,

Tlali Tlali
South African Airways

Sent from my Samsung Galaxy smartphone.

-------- Original message --------

From: Daniel Silke <info@danielsilke.com>
Date: 11/10/2015 11:01 (GMT+02:00)

To: Tlali Tlali <TlaliTlalii@{lvsaa.com>
Subject: Complaint about new VIA lounge

Sirs
Please do pass on to the relevant parties.
As a frequent flyer, I was excited to try out the new VIA lounge at OR Tambo this last week.

The lounge is beautifully fitted out and makes for a substantial improvement.

(=
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However, the food offerings were simply awful. The catering was sub-standard and best
avoided. Even the staff seemed embarrassed by what was offered.

I will be reporting this to Investec as well as a shareholder in the renovations.

Pity that for all the money well spent on the physical environment, the food offering were a
deterioration.

I will be lounging elsewhere until this is resolved!

Regards

Daniel Silke
Cape Town
082-5548538

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended
solely for the addressee. If this e-mail is not intended for you, you cannot copy, distribute or
disclose the included information to anyone and request that the mail be deleted. Any disclosure
of confidential or privileged information transmitted herewith may result in legal proceedings
being instituted against the recipient hereof. While all reasonable steps have been taken to ensure
the accuracy and integrity of all data transmitted electronically, SAA does not accept liability if
the data, for whatever reason, is corrupt or does not reach its intended destination. Please note
that this e-mail and the contents thereof is subject to the standard SAA E-mail Disclaimer which
may be found at http://www.flysaa.com/za/en/policies_and_Disclaimers.action#Email .Should
vou not have access to the internet, send an e-mail to requestdisclaimer(@flysaa.com and a copy

will be sent to you.




MEM-149

Annexure “TM19”



MEM-150

Andrew A. Keartland

From: Thuli Mpshe <ThuliMpshe@flysaa.com>

Sent: Tuesday, 06 October 2015 20:39

To: Duduzile Myeni; Dudu Myeni; Yakhe Kwinana2; Yakhe Kwinana; Tony Dixon
(tonydixon@telkomsa.net) (tonydixon@telkomsa.net); John Tambi (jchnt@nepad.org);
Wolf Meyer

Cc: Ruth Kibuuka; Siyakhula Vilakazi

Subject: FW: ENS addendum

Attachments: ENS.docx

Dear Board Members

Trust you are well this evening. The Company Secretary forwarded a request from
the board as per the trailing email dated 01 October 2015. The request was to add
an addendum to the ENS contract, the addendum was to extend their scope to
sylvain’s investigation.

| sought the guidance of the Chief Audit Executive; Siyakhula in this regard.
Attached is the Chief Audit Executive paper explaining that the appointment of
ENS is irregular; the SCM process was not followed.

| am therefore not able to extent the ENS scope as requested.

It is my humble and considered view that we assist the board in regularising the
ENS appointment.

| request Ruth to seek the correct documents from Procurement to condone ENS
appointment and thereafter we will action the request.

Trusting that you find this in order.

Regards.

Thuti Mpshe | Acting Group CEO

¥ prone: +2711 978-2525 | 24 E.ait: ThuliMpshe@flysaa.com
Sth Floor,C Block,Airways Park, OR Tambo Internationai Airport- Johannesburg- SOUTH AFRICA

From: Ruth Kibuuka
Sent: 01 October 2015 03:44 PM
Ta: Thuli Mpshe

Subject: ENS addendum :
1 ,é -~
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Dear Thuli,

The Board has agreed that an urgent investigation be conducted by ENS {as they are still on site) into
the allegations against Sylvain. We are busy preparing a round robin to formalise this decision. In the
meantime, due to the urgency emphasised by Board members we have drafted the addendum which
should be provided to ENS under your signature as indicated below:

Addendum to the ENS Contract:

The Board of Directors has agreed to extend the current scope of work for ENS to include an
investigation into the allegations levelled against Mr Sylvain Bosch which are contained in the whistle
blower report provided by Deloitte on or about 11 September 2015, and any other allegations that may

be brought to light by the investigation.

Regards

Ruth Kibuuka | Company Secrefary
<irmage001 jpg>Mobile: +27 083 531 6004 | <image002 jpg>FPhone: +2711-978-8553 | <image005.jpg>Fax: +2711

978-1055 | @E-Mail: RuthKibuuka@flysaa.com
Floor 6,Block A Airways Park,OR Tambo International- Johannesburg- SOUTH AFRICA

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended
solely for the addressee. If this e-mail is not intended for you, you cannot copy, distribute or
disclose the included information to anyone and request that the mail be deleted. Any disclosure
of confidential or privileged information transmitted herewith may result in legal proceedings
being instituted against the recipient hereof. While all reasonable steps have been taken to ensure
the accuracy and integrity of all data transmitted electronically, SAA does not accept liability if
the data, for whatever reason, is corrupt or does not reach its intended destination. Please note
that this e-mail and the contents thereof is subject to the standard SAA E-mail Disclaimer which
may be found at hitp://www.flysaa.com/za/en/policies_and_Disclaimers.action#Email .Should

you not have access to the internet, send an e-mail to requestdisclaimer(@flysaa.com and a copy
will be sent to you.
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From: Chief Audit Executive 1

To: Acting Chief Executive Officer
Company Secretary
Date: 05 October 2015

APPOINTMENT OF EDWARD NATHAN SONNENBERG AFRICA (ENS) TO
INVESTIGATE ALLEGATIONS IN A CERTAIN WHISTLEBLOWER REPORT

1 PURPOSE

internal Audit was requested by the Acting CEO (ACEQ) to provide an opinion on whether
the process followed in appointing ENS to conduct an investigation of allegations in a
certain Whistleblower report was aligned to the SAA SCM Policy and PFMA.

2 BACKGROUND

The CAE received a Whistleblower report from the SAA official Whistleblower line on in
September 2015. The Whistleblower report contained allegations against a certain SAA
EXCO member. As per the Internal Audit Charter, the CAE sent the report to all three
Audit and Risk Committee (ARC) members to deliberate on the report and advise the CAE
on the next step. The same report must have been presented by the ARC to the Board.
Having considered the Whistleblower report, the Board took a resolution that the report
must be investigated. Consequently, the Board recommended that ENS must be
appointed to conduct the investigation. The recommendation was sent to the ACEO for
her approval. Before approving or declining the recommendation, the ACEO requested
Internal Audit to conduct a high level review of the procurement process and provide an
opinion on whether the process followed in appointing ENS to conduct an investigation of

allegations in a Whistleblower report was aligned to SAA SCM Policy.

;)_,_.
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3 APPLICABLE LEGISLATIVE AND LEGAL PROVISIONS

The following legislative provisions are pertinent to the opinion sought.

3.1

SAA Supply Chain Management Policy (the Policy) and the Treasury

Regulations

3.1.1  The Policy provides that SAA shall apply section 217 of the Constitution of
the Republic of South Africa by contracting for goods and services in
accordance with a system which is fair, equitable, transparent, competitive

and cost effective.

3.1.2 In order to give effect to the above constitutional imperatives, SAA has
adopted the Policy in accordance with the Public Finance Management Act,
Act 1 of 1999 (the PFMA), the Treasury Regulations issued in terms of the
PFMA and the Preferential Procurement Policy Framework Act, Act No 5 of
2000 (the PPPFA).

3.1.3 Paragraph 11.2 of the Policy deals with the “Procurement of Goods,
Services and Works”. The paragraph provides that “Goods, services
and works shall only be procured in accordance with authorised
policy. Procurement of goods, services and works, either through
quotations or through a bidding process, shall be within the threshold

values, in line with the DOA”.

3.1.4 Paragraph 11.12.1 provides that a “competitive open bidding shall be
used for procurement above the quotation threshold”. The quotation
threshold is currently R500 000 (five hundred thousand rand).

3.1.5 Regulation 16A6.4 states that “if in a specific case it is impractical to
invite competitive bids, the accounting officer or accounting authority
may procure the required goods or services by other means, provided
that the reasons for deviating from inviting competitive bids must be
recorded and approved by the accounting officer or accounting

Aj\ ya 2
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authority”.
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The Policy deals with the provisions of the above Regulations. Paragraph
11.13 deals with Limited / Confined Bidding and states that SAA shall
use limited bidding onily in the following exceptional circumstances:

3.1.6.1 In cases of where it becomes impossible or impractical to follow

the standard procurement process;

3.1.6.2 In cases of emergency which are defined as serious, unexpected
and potentially dangerous circumstances requiring immediate
rectification such as a threat or interruption in SAA’s ability to
execute its mandate or an immediate threat to the environment or

human safety;

3.1.6.3 where there is proven limited competition in the market and there
is good reason to restrict it to only those few bidders such as
standardisation on a certain brand and product;

3.1.6.4 where, after a thorough analysis, there is good and justifiable
reason to restrict the process to oniy one bidder such as where
you enter into a maintenance contract with only the bidder who
supplied the product otherwise the product loses its guarantee;

and

3.1.6.5 where no competition exists and is proven that only one bidder

exists.

3.1.6.6 Paragraph 11.14 deals with Emergency Purchases and defines an
emergency situation “as one that is serious, unexpected and
potentially dangerous where significant financial loss may
occur or a serious disruption to business may resuit. In these
instances the established procurement policy may be
circumvented. Poor planning on behalf of business is not

deemed to be an emergency”.

3.1.6.7 Sub-paragraph 11.14.2 lists the following examples of emergency

situation: L
) 3
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+ Disasters (e.g. damage from cyclones, floods, fire etc.).
+ Customer service impacting conditions.

s System failures.

* Aircraft on ground or potential on ground situations.

¢ Jeopardising the safety and health of others.

3.1.7 | was advised that SAA did not follow any competitive process when the
resolution was taken to appoint ENS to conduct the investigation. In the
absence of any competitive process to appoint ENS, one has to turn to the
Policy provisions on exceptional circumstances as amplified by Regulation
16A6.4 to establish if the ACEO will be justified in appointing ENS without

following a competitive process.

3.1.8 From the quoted paragraphs of the Policy, there are two recognised
deviations from a competitive procurement process, namely limited or
confined bidding and emergency purchases. It appears that SAA has
appointed ENS using the limited or confined appointment process. As
indicated above, the use of the limited or confined procurement process
may be warranted in certain circumstances and justified under the
Regulation however; limited or confined procurement has the potential to
defeat compliance with all the principles of section 217 of the Constitution.
A limited or confined appointment suggests there is only one provider for
the particular goods or services and an appointment thereof should be fully
justified and supported by compelling evidence. For SAA to justify the sole
appointment of ENS it must prove that no reasonable alternative or

substitute exists for the goods or services in question.

3.1.9 Further, in the leading case on Regulation 16A6.4 of Chief Executive
Officer, South African Social Securities Agency and others v Cash
Paymaster Services (Pty) Ltd'. The Supreme Court of Appeal had to decide

12012(1) SA 216 (SCA) A@N ;j/
4
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whether the entering into an agreement between SASSA and the South
African Post Office for the provision of banking services with indigent
citizens to facilitate the payment of social grants, was invalid for deviation
from the normal process. In that instance no competitive process was
followed and thus the Court turned to Regulation 16A6.4 to answer the

question.

3.1.10 Tshigi JA wrote the unanimous judgement which dissected and interpreted
this Regulation. The judge found the Regulation to contain two elements:
one material and the other formal. Firstly, there must be rational reasons for
such deviation (material). Secondly, the reasons for deviating must be

recorded (formal).

3.1.11 Based on the above legal jurisprudence in order for any appointment which
deviates from a competitive process the two elements must be fulfilled i.e. a
rational reason(s) for the deviation must be provided and the reason(s)

must be recorded formally.

3.1.12 SAA has not supplied nor recorded any cogent reasons for deviating from
the peremptory statutory provisions of its Policy, the PPPFA and the PFMA
in resolving to appoint ENS o conduct the investigation. Therefore SAA
cannot rely on the provisions of the Regulation nor the Policy to justify the

appointment.

3.1.13 On the background provided and documents not presented to me it
appears there are no cogent reasons for confining the appointment for ENS
in exclusion of all forensic audit firms in the approved SAA panel of forensic
auditors and there were no reasons recorded for this decision. In its failure
to follow a competitive procurement process, SAA has breached
peremptory statutory prescripts which are designed to ensure a
transparent, cost effective and competitive tendering process. The resultant
appointment is therefore invalid and sin contravention of the Policy, PPPFA
and the PFMA.
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4, OTHER RELEVANT FACTS

» ENS used to be in SAA panel of legal firms that provide Legal advisory services. | did
not see evidence that the same legal firms could provide forensic audit/investigation

services as part of their scope.

¢ In addition to a panel of Legal firms, SAA appointed a panel of forensic audit firms. One
of the reasons for appointing a panel of forensic audit firms was because the scope of

legal firms in the then panel did not include forensic audit investigations.
e ENS was not part of the forensic audit firms' panel.

e The panel of Legal firms expired sometime in April 2015. That means ENS is not part

of any panel currently.

e | have not received a contract which ENS has with SAA to provide forensic audit
services. That therefore means there can be no “addendum” of a contract that does not

exist.

o At the meeting in May 2015, the ARC recommended that the CAE will appoint a
forensic audit firm from the approved panel of firms to investigate Whistleblower reports
on EXCO and Board members. ENS is not part of the current panel of forensic audit

firms.
5. APPLICATION

5.1 From the summation of the above factual background, iegislation and case law, the
ENS's appointment was conducted in deviation of and contravention of the SAA
SCM Policy and the Treasury Regulation. An award of a contract for provision of
goods and services to SAA must follow an open and transparent process as per
section 217 of the constitution and not taken arbitrarily or capriciously. At the
outset, no formal or documented process has been supplied supporting the
decision to award the assignment for forensic audit services to ENS. The award to
ENS has not been properly made in accordance with the applicable legal

prescripts.
6
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5.2 Without derogating from the above, and to the extent that a single source
appointment process was followed and documented, SAA will need to be able to
show proof that there are adequate reasons justifying the confinement of the award
to ENS, failing which the award may be cancelled as a material error of law or fact

rendering the appointment unlawful.

5.3 The appointment of ENS cannot be carried out as an extension of any of the
previous contract, if any. That might actually be interpreted as an “evergreen
contract™. | have no evidence to convince me that this is not a new appointment. An
extension can only be concluded if there is a current appointment with enabling
provisions for an extension of the agreement; | have no seen such an appointment

contract.

6. CONCLUSION

Uniess there are rational reasons for deviating from the normal procurement process
and the reasons for deviating are recorded (as required by TR16A6.4):

6.1 The recommended appointment of ENS is in violation of the SAA procurement
policy, the PPPFA and the PFMA and therefore invalid and cannot be enforced.

7. RECOMMENDATION

It is recommended that SAA follow the applicable process to appoint a forensic audit
firm to investigate the allegations in the Whistleblower report by following its Policy on
procurement of services, comply with the peremptory statutory prescripts by placing the

services on a competitive procurement process.
6.1 If extension of a previous contract;

+ The ACEO must be furnished with such a contract. Internal Audit has not seen the

contract.

e The existing contract must have enabling provisions for an extension of the

\

agreement.

7



MEM-159

SOUTH AFRICAN AJRWAYS

A STAR ALLIANGE MEMBER 7~ SAA Submission
SAA Private and Confidential
Forinternal use only

e If the contract exists, it must be investigated whether or not that appointment was
aligned to the above prescripts. To date, Internal Audit has not been furnished with

evidence.
6.2 If a new appointment;

s If the emergency procurement was followed, the ACEC must be furnished with

the following:
o A recorded decision made to follow an emergency procurement process.

o Motivation to follow an emergency procurement process and evidence that
there was alignment with the SCM policy.

+ [f the confined or limited procurement process was followed, the ACEO must be

furnished with the following:

o The recorded decision to follow an confined or limited procurement

process

o Motivation to follow a confined or fimited procurement process and

evidence that there was an alignment with the SCM policy
If Treasury Regulation 16A6.4 was followed,
e If TR16A6.4 was followed; the ACEO must be furnished with the following:

o A recorded decision made to follow TR16A6.4.

o The recorded motivation to follow TR16A6.4 and evidence that there was

an alignment with the SCM policy

In the absence of the information as recommended under this paragraph, the appointment

2

will be classified as irregular and will require condonment as SCM policy.
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OTHER ENS APPOINTMENTS

| recommend that each assignment should be looked at on its own merits. This report is only
on the appointment of ENS to investigate the Whistleblower report.

Similar prescripts however apply to all other assignments for which ENS was appointed.

SIGNATURES:

1. Compiled by:

Siyakhula Vilakazi (CAE) Date
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Andrew A. Keartland

From: Yakhe Kwinana <yakhe@kwinana.co.za>

Sent: Wednesday, 07 October 2015 07:16

To: Thuli Mpshe; Duduzile Myeni; Dudu Myeni; Yakhe Kwinana; Tony Dixon
(tonydixon@telkomsa.net) (tonydixon@telkomsa.net); John Tambi {jchnt@nepad.org);
Wolf Meyer

Cc: Ruth Kibuuka; Siyakhula Vilakazi

Subject: RE: ENS addendum

Dear A:CEQ

t understand that ENS is now doing their 7% assignment since they were appointed to do the Kalawe investigation and
they have been appointed on exactly the same modus operandi. Out of the 7 assignments, the Chicf Audit Executive
needs to tell us which ones are regular which ones are irregutar and how is this particular assignment different from the

previous b.
Best Regards

Yakhe Kwinanag

Tei 012 807 0801

Fax 012 807 0633

Celi 079 950 0410

Email yakhe@kwinana.co.za

Physical Address Alenti Office Park, Block H, 457 Witherite Street, The
Willows Ext 82, Preforia, 0184

From: Thuli Mpshe [mailto:ThuliMpshe@flysaa.com]

Sent: 06 October 2015 08:39 PM
To: Duduzile Myeni <dudumyeni@telkomsa.net>; Dudu Myeni <dudum@jacobzumafoundation.org.za>; Yakhe Kwinana

<yakhe@kwinana.co.za>; Yakhe Kwinana <yakhekwinana@gmail.com>; Tony Dixon (tonydixon@telkomsa.net)
(tonydixon@telkomsa.net) <tonydixon@telkomsa.net>; John Tambi (johnt@nepad.org) <johnt@nepad.org>; Wolf

“teyer <WolfMeyer@flysaa.com>
€ Ruth Kibuuka <RuthKibuuka@flysaa.com>; Siyakhula Vilakazi <SiyakhulaVilakazi@flysaa.com>

Subject: FW: ENS addendum

a
)=

SOUTHATRICAN AIRWAYS £y peRigNCE ATTENTION TO BE
: = vEmRER 72 THAT MAKES ALL THE DIFFERE

Dear Board Members
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Trust you are well this evening. The Company Secretary forwarded a request from
the board as per the trailing email dated 01 October 2015. The request was to add
an addendum to the ENS contract, the addendum was to extend their scope to
Sylvain’s investigation.

| sought the guidance of the Chief Audit Executive; Sivakhula in this regard.
Attached is the Chief Audit Executive paper explaining that the appointment of
ENS is irregular; the SCM process was not followed.

I am therefore not able to extent the ENS scope as requested.

It is my humble and considered view that we assist the board in regularising the
ENS appointment,

| request Ruth to seek the correct documents from Procurement to condone ENS
appointment and thereafter we will action the request.

Trusting that you find this in order.

Regards.

Thuli Mpshe | Acting Group CEQ
& Phone: +2711 978-2525 | 2 E-Mail: ThuliMpshe@flysaa.com

6th Floor,C Block, Airways Park, OR Tambo International Airport- Johannesburg- SOUTH AFRICA

From: Ruth Kibuuka
Sent: 01 October 2015 03:44 PM
To: Thuli Mpshe

Subject: ENS addendum

Dear Thuli,

The Board has agreed that an urgent investigation be conducted by ENS (as they are still on site) into
the allegations against Sylvain. We are busy preparing a round robin to formalise this decision. In the
meantime, due to the urgency emphasised by Board members we have drafted the addendum which
should be provided to ENS under your signature as indicated below:

Addendum to the ENS Contract:

The Board of Directors has agreed to extend the current scope of work for ENS to include an
investigation into the allegations levelled against Mr Sylvain Bosch which are contained in the whistle
blower report provided by Deloitte on or about 11 September 2015, and any other alfegations that may
be brought to light by the investigation.
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Regards

Ruth Kibuuka | Company Secretary
<imageQ01.jpg>Maobile: +27 083 531 6004 | <image002.jpg>FPhane: +2711-878-6553 | <image005.jpg=Fax: +2711

978-1055 | P £-Mail: RuthKibuuka@flysaa.com
Floor 6,Block A Airways Park,OR Tambo International- Johannesburg- SOUTH AFRICA

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended
solely for the addressee. If this e-mail is not intended for you, you cannot copy, distribute or
disclose the included information to anyone and request that the mail be deleted. Any disclosure
of confidential or privileged information transmitted herewith may result in legal proceedings
being instituted against the recipient hereof. While all reasonable steps have been taken to ensure
the accuracy and integrity of all data transmitted electronically, SAA does not accept liability if
the data, for whatever reason, is corrupt or does not reach its intended destination. Please note
that this e-mail and the contents thereof is subject to the standard SAA E-mail Disclaimer which
may be found at http://www.{lysaa.com/za/en/policies_and_Disclaimers.action#Email .Should

you not have access to the internet, send an e-mail to requestdisclaimer(@flysaa.com and a copy
will be sent to you.

Dhaciaumar Tha fomisbin 10 thes d-mad i Qonboontis and o egally pivwisged 145 wiharuged soéely for e Midipsses B thiy e.mai 4 not
e for yoo. you GANROEL00Y. (henbule of G:5ci08e MW JACuded MICETBLON 1D A7p0ng And roquest Tt 1o Mad be delsted Any
SBhRUTD 5 CONhRILAS Br Prieped inlirmaton LA IBG Rerewdh TBy TERMILE QM Droceenags Beng Natiuied aganst i reciwn]

Beroch 1ihvie o BANCABDIE SHEDS NavE DISn LIKEN 10 Seune 16 BOCIACy B ity of A0 date Iranktied wecinmaaky, SAk Gads not
PO0B{ Ity f D ABER. Tox whaliver TONION o5 SO X J0WE N4 B 15 mlended desbaatin Piause Nalh Yt Ues.6 inad and
‘SoateTis ersit i Subct te the slaniaid BAA E-nas Ciactumner wicl may bi: found at hite U sl cosvzpenipolcng and, .
Disclarmets obCRRE A4 Should yus NGEhavE Sovess 1 the nfevet send an ¢ mad 1 requesiasdiaimer @iyaaa com 8 3 copy it be.
sork X Y00 i - : m—_ 4 b

! Best Airline in Africa
Far the 13th consecutive year

SOUTH AFRICAN AIRWAYS Best Airline 3taff Service in Afnics
_ |  Forthe 4th time

o

A STAR ALLANGCE MENMEBER % 1

Diraciors.

BRI

{

B0 Myani*iChalrperacnd W Meyer (Onlsh Finandial Officer) Y Kwinana's JE Tambi' (Bera Leonzan. A
Hor-Exetutive rectar
Commany Bacrela) ~bulh Kibuka

Zantn AfriRad Aliars STt L Reo, Mo, 1997mzad4ii0






MEM-166

Andrew A. Keartland

From: Nkosana <nkosanascommissionsc@flysaa.com>
Sent: Tuesday, 26 March 2019 11:59

To: Andrew A. Keartland

Subject: FW: FW: Draft letter for your consideration
Attachments: LETTER OF ENGAGMENT SAA-2.docx

From: "Yakhe Kwinana" <yakhe@kwinana.co.za>
Date: 01/09/2015 at 15:51:54

To: "Thuli Mpshe" <ThuliMpshe@flysaa.com>

Ce: "Yakhe Kwinana" <yakhekwinana(@gmail.com>
“abject: FW: Draft letter for your consideration

Dear Ms Mpshe
Please find attached do hope it is in order.
Kind Regards

Lana Lourens

KWINANA AND ASSOCIATES INC.

PERSONAL ASSISTANT TO YAKHE KWINANA (MD)

=13 .: o i . | | g ~ .
Pres .“ Kwinana & Assaciates
g @i Incorporated
AUCHE ~ ARK s s RY

Tel 012 807 0801
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Cel 072 456 8107
Fax 012 807 0622

Email i tnune uon

Physical Address Alenti Office Park, Block H, 457 Witherite Street,
Die Wilgers Ext 82, Pretoria 0184

Postal Address FO Box 74423, Lynnwood Ridge, Pretoria 0040

Frw pripileged i confidonpiat infor mesion inpeded only for de of Hie aidresses.

Fhis ensage

3 T wtaeiieptensnanad Fecrifscrs pimirriifa Fii s sa e e
Fracse con Sl S SUTREmERE Bopowy priitilg Uiy el

From: Luvo [mailto:luvo24(@yahoo.co.uk]
Sent: 28 August 2015 12:19 AM

To: Yakhe Kwinana <yakhe@kwinana.co.za>
Subject: Draft letter for your consideration
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Johanmburg Office

1% Floor, 357 Rivonia Boulevard
ia

P O Box 3056

Rivonia

T: 427 (0) 11 234 9515

To: SOUTH AFRICAN AIRWAYS F2E: +27 (0} 86 770 8460
Also & Cape Town & Port Ellzabeth

Per email:yakhe®:

Gur Ref: Luvo Makasi

Your Ref:Y Kwinana

Date: 21 August 2015

Email; luvo@bogwanaburns.com
brettm@bogwanaburns.com

The above matter refers.

(1) Introduction

This letter serves to confirm your appointment of Bogwana Burns Incorporated to act as
your attorneys, the main terms of instruction being to investigate the conduct and
allegations made against the cument CFO and former acting CEO of South African Airways
and to make appropriate recommendations to the Board of SAA, pursuant to the

investigation.

(2)

The Bogwana Burns Incorporated terms of business recorded herein are an integral part of
our appointment. All work carried out by Bogwana Burns Incorporated Is subject to those
terms except to the extent that changes are expressly agreed to In writing.

Directors: Irvine Armoed, Max Bogwaniz, Bob Makukunzva, Luvo Makas), Ricky Stone \__;/ '

Assoclates: Brett Murison
Candidate Aftorneys: Nonzaliselo Mahambehiala
Consultsnt Denver Bumg Z
Finance Manager: Lisa Grobler -
Practice Development Maneger: Paresh Raga

Company Reglstration Numbar: 2012/684818/21
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(3) Scope
You have instructed Bogwana Burns Incorporated to:

3.1 to investigate the conduct and allegations made against the current CFO and
former acting CEO of South African Alrways, which includes but not fimited to:

a) a loan facliity procured or about to be procured by SAA without the
appropriate approvals being oblzined;

b) opinion on the conduct of the CFO in relation to the procurement of
the loan funding referred to above and the alleged unlawful recording
of meetings by the CFO;

€) Allegations made by an anonymous whistieblower with regards to a
possible conflict of Interest existing in respect of the erstwhile acting
CEO of the South African Airways which may have caused financial
losses to South African Airways, possible anti-competitive behavior
andfor possible corruption In relation to various decisions,
arrangements and agreements between South African Alrways and
Mango Altiines;

d) Review the agreements between South African Alrways and Mango
pursuant to the aliegations made against the former acting CEQ of

South African Airways; and

3.2 to provide necessary advice generally in all matters relating thereto.

(4) Professional team
Mr. Luvo Makasl shall be responsible for the overall supervision of your instructions.
Additional resources will be made avallable to meet your requirements, as necessary. We

will, where possible, keep you up to date In this regard.

865 anad expense!

(5) . and expenses
Our fees will be calculated by reference to the time spent by the professionals (including

Candidate Attorneys) dealing with your matter, in accordance with our terms of business,
At this stage we estimate that our fees to conduct the preliminary investigations,

J\“L
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information gathering and opinion will not exceed R 200 000-00 (two hundred thousand
rand) exclusive of VAT, note that this is an estimate only. Should we determine that our
fees will exceed this estimated amount based on actual time spent and/or work carried out
In order to carry out the instruction and scope of work as referred to above we wil
communicate with you before charging such fee. In the absence of agreement we wil
charge for the time spent andfor work carrled out having due regard to the amount

referred to herein,
Our fees are exclusive of VAT which is charged at the prevailing rate, They are also

excluslve of travel, subsistence and all cther disbursements. Any disbursements will be

charged in addition to our fees and will be itemized separately on any Invoice. Billing and
payment of our invoice is to take place fortnightly or immediately after conclusion of the

instruction, whichever happens first.

(6) Payments in Advance

We may ask you to pay sums on account of fees and expenses which are anticipated as the
matter progresses. At this stage we may require R 50 000-00 (fifty thousand rand) as a
security deposit, unless otherwise agreed upon between Bogwana Burns Inc and South
African Alrways. This amount will cover the initial cost of necessary consultation to gather
relevant information and discussing the particular detalls of your instruction in order to
provide the necessary advice, perform due diligence of the available documents and to

taunch the investigation.

You are responsible for the payment of our fees and disbursements incurred whilst

attending to your instructions.

(8) EICA
We refer you to our obligations in terms of the Financial Intelligence Centre Act, 2001. We
require the following FICA documents from yourself:

-« See terms of business form attached hereto

Should you have any querles In relation to this Appointment, please do not hesitate to
contact the writer hereof. :

(9) Agreament



(10)
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If you have any queries in relation to this Appointment Letter, please do not
hesitate to contact us.

Our banking details for purposes of payment of the security deposit as well as our

fees in the future are as follows:
-

BOQWANA BURNS INCORPORATED

BANK: NEDBANK

ACCOUNT NO. 1055268006

BRANCH CODE. 198765

REFERENCE. L Makasi/South African Alrways

(Please sign the enclosed duplicate of this letter and return it to us as soon as possible).

Yours Faithfully

Per: Luvo Makasi
Bogwana Burns Inc.

Enclosed — Terms of business for Bogwana Burns Incorporated

Per: Acting- CEO of South African Afrways

Ms Mpshe
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Annexure “TM22”
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Andrew A. Keartland

From: Nkosana <nkosanascommissionsc@flysaa.com>
Sent: Tuesday, 26 March 2019 11:59

To: Andrew A. Keartland

Subject: FW: FW:

Attachments: LETTER OF ENGAGMENT SAA-2.docx

From: "Thuli Mpshe" <ThuliMpshe@flysaa.com>
Date: 01/09/2015 at 13:16:39

To: "Ruth Kibuuka" <RuthKibuuka@flysaa.com>
Cc: "Yakhe Kwinana2" <yakhe@kwinana.co.za>
“ubject: FW:

Dear Ruth
Please note and action.

Regards.

Thuli Mpshe | GM: Human Resource | Human Resources

® prone: +2711 978-2525 | 2 £_Mait: ThuliMpshe@flysaa.com

sth Flooar,C Biock Airways Park, OR Tambo International Airport- Johannesburg- SOUTH AFRICA

From: Yakhe Kwinana2

Sent: 01 September 2015 12:36 PM
To: Thuli Mpshe

Subject:

Dear Thuli
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Please get the Board Resolution in respect of this appointment from Company Secretary.

Yakhe Kwinana

Seat from my Samsyng device
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Andrew A. Keartland

From: Nkosana <nkosanascommissionsc@flysaa.com>
Sent: Tuesday, 26 March 2019 11:57

To: Andrew A. Keartland

Subject: FW:

Attachments: LETTER OF ENGAGMENT SAA-2.docx

From: "Yakhe Kwinana" <yakhe@kwinana.co.za>
Date: 01/09/2015 at 12:09:51
To: "Ruth Kibuuka" <RuthKibuuka@flysaa.com>

Subject:

Sent from my Samsung device
Please print and get Thali to sign

Yakhe Kwinana




MEM-178

Disitawnor Thie avformubon o1 Thiy o-mas &' Sonfioanial 90w ingaly pinleed 1 wendest sclely for (e mudiresies | 'mw;;;m
mmferm mmwmwmmmummwmw_mMMW by detned m .

ﬁmm‘

1000000000 .

'_mm

- J8 Magwaza® ;Cha *perssurs} W ismana 7Goup Ehle? Exewzme Eﬁioer; B Bassa‘ e ngs‘fnn‘” géP Maiuieka‘ TM ?ﬂfgm T ;ﬂman
“AH Moosa®, & Rotfsrhild*, P Tehizayka®

*Mn—&aecﬁm Diverior
Semzsh mlmm

Cmpaﬂf Sgere_aey — RN Kihuuka

South Af;_r-“—z:ga Alurmys 50C Lid . Reg. No {BET02444/50
ASTAR ALUANGE MEMEER 72



MEM-179

Annexure “TM24”



MEM-180

Andrew A. Keartland

From: Nkosana <nkosanascommissionsc@flysaa.com>
Sent: Tuesday, 26 March 2019 11:57

To: Andrew A. Keartland

Subject: Fw:

Attachments: LETTER OF ENGAGMENT SAA-2.docx

— P —

From: "Yakhe Kwinana" <yakhe@kwinana.co.za™>

Date: 01/09/2015 at 11:45:02

To: "Dudu M" <dudumyeni@telkomsa.net>," Thuli Mpshe"
<ThuliMpshe@flysaa.com>,"tonydixon@telkomsa.net" <tonydixon@telkomsa.net>,"johnt@nepad.org”
johnt@nepad.org>

subject:

Sent from my Samsung device
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Andrew A. Keartland . . _
From: Thuli Mpshe

Sent: Wednesday, 30 September 2015 19:48

To: Ursula Fikelepi

Ce: Masimba Dahwa

Subject: RE: Draft letter for your consideration

Hi Ursula

As discussed earlier we will do a telecom with Ms Kwinana tomorrow.
Regards.

Thuali Mpshe | Acting Group CEO

& phone: +2711 978-2625 | ® E-Mai: ThuliMpshegifiysaa.com
6th Floor,C Block,Airways Park, OR Tambo intemational Airport- Johannesburg- SOUTH AFRICA

PanE—

From: Ursula Fikelepi

Sent: 30 September 2015 04:55 PM

To: Thuli Mpshe

Subject: RE: Draft letter for your consideration

Dear Thul

The Supply Chain Management Policy allows for deviations in paragraphs 4.1 and clause in the following instances:
1. Exclusions: listed as
a. Petty cash purchases;
Professional members and subscriptions;
Water and electricity
income generating contracts;
Rates and taxes from local authorities or provincial administrations;
Landing and navigation service fees;
Goods/services provided by SAA Divisions/Bus/Subsidiaries;
Letting and hiring and acquisition and alienation of land and fixed property where the bidding process
cannot be utilised;
i. Sponsorships and denations;
j.  Studies through specific institutions.
Limited or confided bidding;
Emergency purchases;
One quote process;
Acquisition and leases of aircraft; and
Condonements.

T e o

Qe W

The list of the exclusions is a closed list and thus anything falling outside of the list stipulated in paragraph 4 of the SCM,
does not constitute an exclusion, as allowed under that paragraph. Based on the facts of the current matter presented,
the services procured from &r Makasi do not form part of the list of Exclusions specified in the SCM.

L
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With respect to the other deviations,  addressed limited or confined bidding and Emergency purchases in my previous
email on 7 September 2015 and concluded that these do not apply to the facts of this matter {see attached). Similarly,
this matter is not an acquisition or lease of an aircraft.

The only other ground allowed for deviating from the SCM is the “one guote process”, which allows for “only one quote
to be oblained from an end-user with circumstances duly motivated and submitted to the relevant SCM officiof to
compiete the gpproval process in line with the Doa”

Paragraph 11.15.1 lists examptles of services where a one quote process can be followed and these include:
- Specific training;
- Venues and conference facilities;
- Latering in aspecific ares;
- Tender and promotional adverts in newspapers; and
participation by SAA in pariner marketing events.

¥

The above list of examples is quite specific to training, marketing, advertisements and catering. Since a deviation
constitutes an exemption to a policy of general application which requires g stipulated process to be followed for ali
procurement, it is interpreted narrowly and the exempted instances listed would of a specific nature or dass (ejusdem
generis rule). Procurement of the services stated in the facts of this matter do not form part of this class or natyre listed
in this exemption. Accordingly, the One Quote process would not be the applicable process in this area.

The SCM does not define SCM Official, but defines “ Supply Chain Management Practitioner” as “o person who proctices
supply chain management as o profession or any other official practising or involved with supply chain monagement”. i
can be inferred from this definition that the SCM official referred 10 in clause 11.15.1. To my knowledge and

understanding

As stated previously, paragraph 11.17 of the SCAM authovises the CEO to condone |, the SCM also allows for
condonement for irregular purchases where due process has not been followed. Due process referred to is the process
relating to the procurement of Mr Makasi’s services, in respect of which paragragh 11.2 of the SCM references
“Procurement of goods, services and works, either through quotations or through o bidding process”, In line with section
217 of the Constitution and section of the Preferential Procurement Policy Framework Act which require open, fair,
competitive and transparent procurement process.

| also reviewed the DoA to determine if there is any provision for deviations. This would be an anomaly since the Board
would typically reserve powers to itself for matters that it wishes to address directly, as is the case with the current

DoA.

.since you advised that the consultant Mr Makasi is already appointed, the condonement seems a mofe neat and
elegant solution,

It may be more useful to engage face to face with the Chair of Audit and Risk so we can understand wheare she is coming
from and also Invite the Chief Audit Executive and even the CP( to the discussion so we can resclve and close the

matter.

Kind regards,
Ursula Fikelepi | General Manager | Legal Risk and Compliance

3 Mabile: 0837960899 '[ & Phone: 2711-978-5279 | &4 E-Mail: UrsulaFikeleoimidfivens rom
Room SUITE 2, Floor &, Alrways Park, OR Tambo Intemational- Johannesburg- SOUTH AFRICA

From: Thuli Mpshe
Sent: 11 September 2015 04:40 PM

ya
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To: Ursula Fikelep!
Cc: Yakhe Kwinana2; Yakhe Kwinana; Dudu Myeni; Dudu Myeni; Tony Dixon (tonydixon@telkomsa.net)

(tonydixon@telkomsa.net); John Tambi (johnt@nepad.org); Ruth Kibuuka
Subject: FW: Draft letter for your consideration

Dear Ursula
Please note the trailing email ana advise.

Regards.

Thuli Mpshe | Acting Group CEO

& Phone: +2711 978-2525 | & E-Mail: ThuliMpshe@iflysaa.com
Bth Fioor,C Block,Airways Park, OR Tambo International Airport- Johannesburg- SOUTH AFRICA

From: Yakhe Kwinana
Sent: 11 September 2015 02:20 PM
To: Thuli Mpshe; Yakhe Kwinana2
. €e: John Tambi (iohnt@nepad.org); Tony Dixon (fonydixong telkpmsa.net) (onydiongielkomsa. net); Ruth Kibuuka
-Subject: RE: Draft letter for your consideration

Dear Thuli

Can you get an opinion from Legal because I am advised that if a service provider is approved by the board, it
is not irregular, it falls under "deviations".

Thank you

Yskhe

Bont foin my Samsung device

----—-- Original message ------v

From: Thuli Mpshe <ThuliMpshet flvsaa.com>

Date: 08/09/2015 22:01 (GMT+02:00)

To: Yakhe Kwinana? <vakhe@kwingna.co,za>, Yakhe Kwinana <y skbekwinana ¢ gmail com>

Cec: "John Tambi (johni@ 1.0rg)" <johnt@nepad.otg>, "Tony Dixon (lonydiscn o iclkonsaaet)
‘(onvdixonitelkomsa.net)” <tonydixonw telkomsa net>, Ruth Kibyuka <RuthKibwukad flvsaa com>
Subject: RE: Draft letter for your consideration ) ' s

]

Dear Ruth

Please note the trailing email and action.
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Thanks and regards.

Thuli Mpshe | Acting Group CEQ | Corporate

hone: +2711 $78-2525 f-MaH: ThulidMpshe@fysaa.com

6th Floor,C Block,Airways Park, OR Tambo Intermational Alrpori- Johannesburg- SOUTH AFRICA

From: Yakhe Kwinana2

Sent: 08 September 2015 03:55 PM

To: Thuli Mpshe; Yakhe Kwinana

Cc: John Tambi (johnt@nepad.org); Tony Dixon (konydixonditekomsa.net) Gonvdixonételkomss.net); Ruth Kibuuka
Subject: Re: Draft letter for your consideration ' . '

Thank you Thuli. You may as well get the others condoned eg:-

Intervistas

Others 1 may not be aware of.

g%'.Sl’akhe Kwinana

Sent Bon my Semsung device

-------- Original message ------—
From: Thuli Mpshe <ThuliMpshe:; flysaa.cor>

Date: 08/09/2015 15:35 (GMT+02:00)
4 AN
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To Y akhe meana <y ahhe a} cwinana, cc: xa> Yakhe meana <y akhekwmanaw? 5 lmi.l Con

(tonvdﬁ RO teikcmsa i )" <‘£0m mxo;f’z iﬁlk(}f’”iSd m’i? Ruth Kibuuka <R§‘{}3Kwuuka it ﬂwaa cc;m‘;-
Subject: RE: Draft letter for your consideration

‘Dear Ms Kwinana

Following the meeting yesterday where you advised that the service provider has
been engaged by the board.

I have since investigated the options available to regularise this transaction.

’Fhe applicable process will be a condonement The forms for the cendenement are

the p%mbx!m’ m‘ Cony ;»Eciaz*»r mf*h ot
#iscussions aod wesolmtion,

Trusting that you find this in order.

Régards.

Thuli Mpshe | Acting Group CEO | Corporate
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From: Ruth Kibuuka

Sent: 04 September 2015 03:30 PM

To: Thuli Mpshe

Subject: FW: Draft letter for your consideration

Dear Thul,
Please see the attached drafi Board resolution as requested.

Regards

Ruth Kibuuka | Company Secretary

obite: +27 083 531 6004 | hon: +2711-978-6553 | ax; +2711 978-1055 | -Maﬂ: RuthKibuukaia flvsaa com

Floor 6,Block A Alrways Park,OR Tambo Intemational- dohannesburg- SOUTH AFRICA

From: Thuli Mpshe
Sent: 03 September 2015 04:46 PM

To: Yakhe Kwinana2; Yakhe Kwinana -
Ce: M Dudu (dudumyeniatelkomsanet); dudumelacobzumafoundation.ord.za; Tony Dixon (tonydixon@telkomsa.net)

(tonydixpnia tetkomsa.net); John Tambi (ohnt@nepad.org); Masimba Dahwa; Ursula Fikelepi
Subject: FW: Draft letter for your consideration

Dear Ms Kwinana

Apologies for the delayed response. I have reviewed the attached and requested
legal and procurement departments to provide guidance in this regard.

N\
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I am informed that the legal firm in question is not in our panel of i?'f_egal service
providers furthermore procurement informs that the procurement process was not
followed in line with the SCM policy.

We are not certain if the value quoted is a fair one for the services to be rendered. A
competitive bid process would have given us an idea of the value of the services by
other service providers and provided us with a basis for comparison and therefore
confirm that the value quoted is a fair.

In this regard, 1 would advise we follow the similar procurement process as was
followed with the recent procurement of the other forensic auditors, namely an
RFQ process where the value is below R500, 000 and an RFP where the value is
above R500, 000. This will ensure that there is compliance with applicable iaws
and regulations, including the PFMA. Kindly provide me with the confirmation
that the appropriate process was followed, otherwise this may result in a declaration

of PEMA non-compliance.

Management is happy to provide the required assistance to ensure that there is full
compliance.

Regards.

Thuli Mpshe | Acting CEQ | Cofporate

6th Floor,C Block, Airways Park, OR Tambo Intemational Airpori- Johannesburg- SOUTH AFRICA

From: Yakhe Kwinana2
Sent: 01 September 2015 03:51 PM

N,



To: Thuli Mpshe
Cc: Yakhe Kwinana
Subject: FW: Draft letter for your consideration

Dear Ms Mpshe

Please find attached do hope it is in order.

Kind Regards

Lana Lourens

'KWINANA AND ASSOCIATES INC.

PERSONAL ASSISTANT TO YAKHE KWINANA (MD)

Tel 012 807 0801

Cel 072 456 8107

Fax 012 807 0622

Email | Raters

Physical Address Alenti Office Park, Block H, 457 Witherite Street,
Die Wilgers Ext 82, Pretoria 0184

Postal Address FO Box 74423, Lynnwood Ridge, Pretoria 0040

MEM-190
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From: Luvo [mailte:luvo24iyahoa.co.uk]
Sent: 28 August 2015 12:19 AM

To: Yakhe Kwinana <vakhe@kwinapa.co.za>
Subject: Draft letter for your consideration

Disclaimer: The information in this e-mail is confidential and is legally privileged. It is intended solely for the
addressee. If this e-mail is not intended for you, you cannot copy, distribute or disclose the included
“information to anyone and request that the mail be deleted. Any disclosure of confidential or privileged
information transmitted herewith may result in legal proceedings being instituted against the recipient hercof.
While all reasonable steps have been taken to ensure the accuracy and integrity of all data transmitted
electronically, SAA does not accept liability if the data, for whatever reason, is corrupt or does not reach its
intended destination. Please note that this e-mail and the contents thereof is subject to the standard SAA E-mail
Disclaimer which may be found at hits://www flysza.con/za/en/policies_and Disclaimers action#Email
.Should you not bave access to the internet, send an e-mail to fggﬂeSLél.sC aiyperiy flvsaa.com and a copy will be

sent to you.
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Johannesbury Office .

1% Figor, 357 Rivonia Boulevard
Rivonia

P O Box 3056

Rivanfa

T: 427 (0y11 234 8519
To: SOUTH AFRICAN AIRWAYS F2E; +27 {(03)86 770 8460

Also @ Cape Town & Port Elizabeth
Per emall:yakhe@kwinana.co.za 00

Our Ref: Luvo Makast

Your Ref: Y Kwinana

“Date: 21 August 2015

Email: luvo@bogwanaburns.com
brettm@bogwanaburns.com

Dear Sirs,

- LETTER OF ENGAGEMENT: INVESTIGATION OF CURRENT SAA CFO &
FORMER SAA ACTING CEO

The above matter refers.

(1) Intreduction

This letter serves to confirm your appointment of Bogwana Burns Incorporated to act as
your attorneys, the main terms of instruction being to investigate the conduct and
allegations made against the current CFO and former acting CEO of South African Aliways
and to make appropriate recommendations to the. Board of SAA, pursuant to the
investigation. .

(2) Yerms of business

The Boqwana Burns Incorporated terms of business recorded herein are an integral part of
our appointment. All work carried out by Bogwana Burns! Incorporated is:subject to those
terms except to the extent that changes are expressly agreed to in writing.

v

Directors: [rvine Arrmoed, Max Bogwana, Bob Makukunzva, Luvo Makasi, Ricky Stone :
" Associates: Brelt Murisen

Candidats Attomeys: Nonealissko Mahambehizla
Consuitant, Denver Buns
Finance Manager. Lisa Grobler

Praciice Development Manager: Paresh Regs
Company Registration Number: 2012/084819/21 C%\
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(3) Scope

You have instructed Bogwana Burns Incorporated to:

3.1 to investigate the conduct and allegations made against the current CFQ and
‘ former acting CEQO of South African Airways; which includes but not limited to:

a) a loan facility procured or about to be procured by SAA without the
appropriate approvals being obtained;

b) cbinion on the conduct of the CFO in relation to the procurement of
the loan funding referred to above and the alleged unlawful recording
of meetings by the CFO;

¢} Allegations made by an anonymous whistieblower with regards to a
possible conflict of interest existing in respect of the erstwhile acting
CEC of the South: African” Airways which ‘may. have .caused financial
josses to South African Ainﬁays,"pbssiibie'. anfi%édmp'etitive behavior
andfor possible corruption in relation to various decisions,
arrangements and agreements between South African Airways and
Mango Aifnes; B

d) Review the agreements between. South African Airways and Mango
pursuant to thé ‘allegations- made against the former acting CEO of
South African Alrways; and

3.2 to provide necessary advice generally in all matters.relating thereto.

(4)  Professional team

Mr. Luvo Makasi shall be responsible for the ‘overall supervision of your instructions.
Additional resources will be made available to meet your requirements, as necessary. We
will, where possible, keep you up to date in this regard.

{(5) Ourfees and expenses

Our fees will be calculated by reference to the time spent by the professionals (including
Candidate Attomeys)dea_iing with your matter, in accordance with our terms of business.
At this stage: we estimate that our fees to -conduct the preliminary investigations,

N
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information gathering and opinion will not exceed R. 200 000-00 {two hundred thousand
rand) exclusive of VAT, note that this is an estimate only. Should we'determine that our
fees will exceed this estimated amount based on actual time spent and/or work carried out
in order to carry out the instruction and scope of work as referred to above we will
communicate with you before charging such fee. In the absence of agreement we will
charge for the time spent and/or work carried out having due regard to the amount
referred to herein.

Our fees are exclusive of VAT which: Is. charged ‘at the prevailing.rate. They are also
exclusive of travel, subsistence and all other disbursements. Any disbursements will - be
charged in addition-to our-fees and will be ltemized separately on any invoice. Billing and
payment of our invoice is to take place fortnightly or immediately: after conclusion of the
instruction, whichever happens first.

(6) Pavments in Advance

We may ask you to pay sums on account of fees and expenses. whlch are antncnpated as the
matter progresses. At this stage we may require R 50 000-00 (fifty. thousand rand) as a
security deposit, uniess otherwise agreed upon: between Bogwana: Burns Inc and South
African Alrways. This amount will cover the initial cost of necessary consultation to gather
relevant ‘information and discussing the particular details of your instruction in order to
provide the necessary advice, perform due diligence of the available documents and to
faunch the investigation.

(7) Your responsibility for our invoices

You are responsible for the payment of our fees and disbursements incurred whilst
attending to your instructions.

(8) FEICA
We refer you to our obligations in terms of the Financial Intelligence Centre Act, 2001. We
require the foliowang FICA documents from yourself

e See terms of business form attached hereto

Should you have any queries in relation to this Appointment, please do not hesitate to
contact the writer hereof.

(9) Agreement

s
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If you have any queries in relation to this Appointment Letter, please do not

hesitate to contact us.
(10) Payment of security deposit and account details

Our:banking details: for purposes of payment of the security deposit as well as our
fe