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THE PURPOSE OF THIS STATEMENT

9 The purpose of this statement is to illustrate from my personal experience as Minister
of Public Enterprises (from 11 May 2009 to 31 October 2010) the externt to whicsh the
former President of South Africa, President Jacob Zuma (President Zwima),
improperly and recklessly interfered in matters relating to the appointment of Board
Direclors and Chief Exscutive Officers (CEOs) of State Owned Enterprises (S©OEs),
In doing so, | will make specific referenca io SOEs such as Eskom and Transnet., The
actions of President Zuma, set out below, damaged the performance of these eriilies
and embedded an ethos of political cronyism, nepotism, lack of accountability and

corruption in our body pulitic.

FPERSONAL HISTORY

2 I was born and schooled in Benonl, and | obtained an Honours degree in Development

Studies from the University of the Witwatersrand.

3 | joined the African National Congrsss ("ANC") as an underground political activist in
1977, In 1978, | enrolled for a Master's degree focusing on unemployment in South

Africa,

4 In 1881, | was detained and sentenced to ten years imprisonment, having been found
guitty of high treasor: relating to my political activities as a member of the ANC. During
my incarceration, | enrolled for a Bachelor of Commerce degree and midway through
my Honours degree, | was released, a week after the ANC was unbanned on 9

February 1860,

5  InApril 1990, | was appointed by the Interim Leadership Core of the ANC, under the
direction of Walter Sisuly, to the Interim Leadership Commiitee of Gauteng which was
mandated to set up the structures of the ANC in Gauteng. Later that vear, I was
elected as the full-time General Secretary of the Gauteng ANC, 2 position | held unt

the end of 1692

In 1994, | was elected as an ANC MP in the National Assembly and served mainly on
the Portfolio Committee on Finance (which | chaired from 1699 10 2004) and on the ; 3{ ,
&
% 3 |




Standing Commmittee on Public Accounts. | also chaired the Standing Committee on
Oversight of the Auditor-General's Office,

7 | participated in the Finance Theme Commitiee that formulated the financial dauses
of the Constitution for the duration of the Constitutional Assembly, and | was Iater

appointed to the Accounting Standards Board,

8 In September 2008, the President of South Africa, President Kgalema Motlasnthe,
appointed me to his Cabinet as the Minister of Health,

g On 11 May 2009, following the national elections, President Zuma appointed me as
the Minister of Public Enterprises and Mr Enoch Godongwana (Mr Guﬁengwana}
was appointed as the Deputy-Minisier of Public Enterprizes.

STRUCTURE OF OWNERSHIP AND CONTROL OF 8OEs

10 Atotal of @ (nine} SOEs and pubiic entities fell within the jurisdiction of the Departrent

of Public Enterprises (DPE), inciuding Eskom, Transnet, SAA, SA Express, Denet,
Infraco, PBMR, Alexkor, and SAFCOL. All of these are classified &s Schedule 2 Major
Public Entities in terms of the Public Finance Management Act No 1 of 1999,

11 When SOEs were corporatised in the 1980's, the structure of ownership and
accountability was similar to any other company under the legal jurisdiction of the
Company’s Act, 71 of 2008 but with some differences. Simply put, the CED and senior
management run the SOE and are accountabie to the Board of Directors who provide
the shape and strategic direction of the SOE. These dirsctors ensure compliance with
the laws anc obligations applicable to the SOE. Directors have onerous fiduciary
respensibilities and must act at all times in the interasts of the SOE.

12 Unlike in profit-oriented companies, the focus of major SOEs such as Eskom and
Transnel is on performance, because in both these cases they provide the essential
infrastructure (energy and freight transport) on which the antire sconomy and Souyth
Africans depend. Of courss, they must produce a financial sumius sufficient encugh
to cover operating costs and to maintain a healthy levei of reserves, . They must also
operate as efficiently and sconomically as possible so as not to impose punitive tariffs
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on seivices they provide to the public, municipalities, corporates and to the whole

economy.,

These large SOEs raise the bulk of their capital from user tariffs, from the raisj g of
loans for Lig capital projects and through the issuing of bonds. Af that time,
government provided virtually nothing in the form of sguily and, when | was there,
National Treasury would sometimes have i issue loan guarantees to maintaina SOE
as a going concarn. SAA is a case in point. These become contingent liahifities on
the State. Financial risk and debt is a major issue in these SOEs and that is why
ratings agencies and National Treasury carefully monitor them.

DPE is not & policy department. Other dapartments such as the Departmemnt of
Transport and Department of Energy develop poiicies for their sectur and once these
are approved by Cabinet, and hopefully by Parliament, i is the responsibility of DPE
to align the werk of SOEs with these policiss via the mechanism of 2 Shareholders’

Compact that is reviewed regularly.

As the representative govemnment shareholder, the Minister of Public Enterprises (the
Kinister) must appoint Directors to the Boards of SOEs as and when vacancies arise
or terms of office of Directors expire. This is usually done at the Annual General
Meeling (AGM) of the SOE. lt is the job of the Minister to screen and carefully select
professional, competent and experienced Board members to ensure that a Board has
the right mix of skills and experience, and also to give due regard to the dermographics
of the country in accordance with government’s commitment to transformation.

In most companies, the Board appoints the CEO and other senior management and
that is the nomm, that applies to SOEs as well; however, a Memorandum of
incorporation or the founding legislation of a particular SOE may empower the
Minister to appoint the CEO of that SOE, as was the case with Transnet.

Howsver, a Minister would not unilaterally appoint a CEO above the heads of a Board,
because a CEQ is ultimately accountabile to the Board, and not the Minister. Similarty,
itis the Board that enters into an empioyment contract with the CEQ, not ths Minister,
As such, there should always be consuliation between the Board and the Minister

+

when appointing the CEQ of 5 SOE.
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A general illustration of the appointment process of a CEOQ and / or Board member
during my {enwre as the Minister of the DPE was thal, under the direction of the
Director General of DPE (*DG™), the DPE would conduct professional searches, head
nunt candidates, follow up on recommendations, by industry experis or, in BOMme
cases, recomimendations by the Board, Mr Godongwana and | would constanily
engage on these issues and the DG would draw on the skills and experiise of
specialist sectoral units within the DPE with respect to suitable candidales,

Once | had approved of the composition of a Board, | would send a Cabinet Decision
Memaranduim to the Economics Sub-Committee of Cabinet for approval, and then to
Cabinet for final approval. A Minister may make a special appeal to the Prasident to
by-pass the sub-commitiee process and proceed straight to Cabinet for final approval

of matters that are urgent.

Sub-Committees of Cabinet meet every second week and Cabinet meels in the wesek
following the Sub-Committee meeting. The President chairs Cabinet meetings: ang
approves the Agenda drawn up by the Cabinet Secretarial, o he has a decisive role
on what goes on to the Agenda. As parl of the Cabinet collective, ministers do,
however, fend ta involve Cabinet in the exercise of their powers to appoint the CE(),
both as the Executive Authority in terms of the Public Finance Management Act and
as the shareholder representative on behalf of the State.

The Department of Public Enterprises conducted an assessment of the extent of
Cabinet’s involvernent in order to establish the trend and the nature of its involvement,
To this end, a review was conducisd of previous decisions of cabinet spanning from
Aprii 2002 to February 2009 relating to appointments of CEOs of a variety of SOFs,
The resuits showed that Cabinet’s involvement varied between approvai (fén times),
concuirence (six times), and noting (twice) of the relevant Minister's decision,
indicating that every CEO appointmerit is dealt with on a case by case basis, having
considered the size, importance and circumstances facing the SOE at the time of

making the appointment,

In practice however, there wers paralle! behind-the-scenes processes. As the ruling
party, the ANC had expectations that they would have infiuencs over who was
appainted to Boards via the Deployment Comimittee of the ANC. When the ANC came
inte power in 1984, the Deployment Committes played a useful role in identifying
appropriate candidates from among the ranks of progressive forces te il crucial
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positions as ths State, af that time, was siaffed entirely by previous apzartheid

government appoiniees.

Howewver, the usefuiness of such a Deployment Commiites these days is debaiabis,
How can just a handful of people possibly have the institutional knowledge and
resGurces to pronounce on suifable candidates for every senior postion in
government and the private sector? it cannot be that closeness to or membersihip of
the ANC, or any of its Alliance structures (or to factions within these siructiures),
should be the determining factors in the selection of candidates for senior positions.
In this day and age, there are a host of capable black and white professionals (women
and men) from which to choose, who ciearly understand and have an appetite for
making the economy grow. Directorships on Boards should never bs granted to the
favoured few, as a reward for loyaity to a party or a faction of a party, or as a refirement

henefit for the well-connected.

When | took office, 18 months atter the divisive Polokwane confersnce, thoss in power
in the ANC, including the Tripartite Alliance, were intent on rolling back the so-calied
nec-liberalism of the Mbeki erz and on installing an inferventionist Developmental

Stats.

Regrettably, these factional batiles in the ANC only served to encourage and entrench
nepotism and patronage from within the ranks of the ANG and the Tripartite Alliance,
and this would have very damaging consequences for SOEs and, by extension, for
our economy which | will Hiustrate below with regard 10 my experiences in the
appointment of board members and CEOs of Transnet and Eskom, during my time

as the Minister of DPE.

it is important to note that there were three damaging processes afoot in my time with
regard to SOE related appointments: there were the very public political
maneuverings of certain elements within the ANC and Tripartite Alliance o get their
way; then there were the ways that President Zuma, and some Cabinet colleagues,
thwarted my attempts to gst Cabinet approval for Board appointments; and finally, the
inexcusable interference with my responsibilities as a Minister by President Zuma that

eroded my executive authority.



27 Inthe international literaiure on SOEs it is common cause that political interfererice is
one of the greatesi risks encountered by parastatals. If anything, the narratives that
follows shows how great that risk is. The experiences | had during my time as Mimister

were just the beginning,

TRANSNET

28 A simple but important job of appointing a CEO to Transnet, after the resignation of
Maria Ramos at the end of February 200¢, became the site of an ugly protracted battie
between President Zuma and J, in which he thwarted all the legal and legitimate
procedures that i took to obtain Cabinet approval for any appointments whatsoewer to
Transnet, including the appointment of 2 CEQ. As a consequencs, Transnet haid an
Acting Chairperson, an Aciing Group CEQ (GCEQ), an Acting CFO, and later on, an
Acting CEO in one of their divisions, Transnat Freight Rail (TFR), for one and a half

years.

28 When Marla Ramos resigned as the CED of Transnet in February 2008, the Transnat
Board, after a careful selection process, and extensive engagement with the then
Minister of Public Enterprises, Bridget Mabandla (Minister Mabanudia),
recommended Pravin Gordhan (Mr Gordhanjas their only candidate for the CEO
position. | attach hereto marked Annexure “A1”, a memorandum dated 13 February
2009 indicating the Board's decision to appoint Mr Gordhan as the CEQ of Transnet
and, as Annexure “A2", 3 letter dated 8 March 2008 from the then Chairperson of
the Transnet Board, Mr Fred Phaswana (‘Mr Phaswana®), addressed to Minister
Mabandla, wherein Mr Phaswana confirms that “...the Nominations Commitiee tully
supported by the Board, recommended the appoiniment of Mr Pravin Gordhan on the
basis of the strengths he displayed against the compatency profile and in comparison
with the other candidates who were interviewsd... Each of the other previously
shortiisted candidates was not recommended for appointment for various reasons...”

3¢ A week later, Mr Gordhan withdrew his candidature and several months later, he
became the Minister of Finance after the General Elections of May 2009. A fiction
arose at that time, which was unfrue, that Siyabonga Gama ("Mr BGama”), then CEQ

Cof TFR, was second on the list of preferred candidates for the position of Transnet
CEO. There was no such preferential list. The Transnet Board was adamant that Mr
Gordhan stood head and shoulders above the rest, and that he was the only
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candidate that they wanted to recommend for the position. But this fiction of a seacond

in iine candidate, Mr Garmna, did not go away.

After Mr Gordhan's withdrawal, the Board had diffculties getting a firm direction from
government. They wanted fo commence with a new search but could not gest an
unequivocal endorsemernt to do this. At this point, the election period had begun.
There are many correspondences in this regard, including the leHer frona My
Phaswana to Minister Mabandla (Annexure AZ) and a memorandum dated 18 Miarch
2008 from the then DG. Minister Mabandlz did however approve the appointment of
the Chief Financial Officer (*CFO") of Transnet, Mr Chris Wells {'Tr Wells™), as the

' acting CEO of Transnet and Anoj Singh, a Transnet employee, as the acting CFQ of

Transnet,

The Transnet Board nevertheless embarked on a further search, as they felt that they
could not abandon their fiduciary responsibifities. On the 18" of Juna 2009, the
Transnet Chairperson Mr Phaswana, met with me and submitted a memorandurmn,
dated 9 June 2008, which has been aftached hereto marked Annexure “B* which,
amongst other things, recommended the appointment of a candidate for the position
of CEQ. This was a highly capable and experienced black candidate who had the
requisite experience and admirable managerial capabiiities. Again, it is important to
note that the Board had nominated only one candidate for appointment. However, the
fiction: persisted that Mr Gama was next in line. They did not recommend an internal
candidate, although, as noted by the Board, “the preference was to appoint a suifably
qualified internal candidate, after consideration of the current global ‘meftdown’ and
the giobal recession, jis current and fulure polential impact on Transnet, and a
thorough consideration of these individuals, the Corporate Govemance and
Neminations Commitiee, Ffully supported by the board, recommends the
appointment of Mr X ["Mr X” our insertion] on the basis of the sirengths he dispiayed
against the competency profile and In comparison with the other candidales who were

interviewed.”

Approximately a month after my appointment as the Minister of DPE, | met with
President Zuma and gave him a full background about the developments in Transnet,
linformed him that the Transnet AGM was coming up very soon and that a GCEO
and a Chairperson of Transnat would have to be appointed as a matier of urgency. |
briefed him about the Board's candidate of choice {whom | too endorsed) and the

inquiry potentially implicating Mr Gama. /;j!’
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I was shocked and disappointed when President Zuma informed me that hes was
adamant that Mr Gama was his only choice for GCEQ. | informed him that that was
not pessible and that Mr Gama was net the Board's choice and | could not ovésrride
the Board as they had undergone a very professional selection process. | further
informed President Zuma that Mr Gama was the subject of an inquine into
procurement irregularities and it would be very messy to appoint a GCEO who could
potentially be fecing fairly serious charges. President Zuma said that, i that wass my
view, no appointment whatsoever was to be made at Transnet until Mr Gama's
disciplinary process was over. We agreed that | would provide him with more datailed

information for him to further apply his mind to.

The problem was that President Zuma, two of my. Cabinet colieagues and elemients
within the ANC and the Tripartite Alliance, including the Secretary-General, Gwede
Mantashe, were very vocal that the candidate of their choice, Mr Gama, would
become the next GCEQ of Transnet, despite the fact that the black dominated Eoard
of Transnet, afler a rigorous and professional selection process, were clearly of the
view that Mr Gama was not an appropriate candidate. In fact, the Board had
nominated a highly recommended person who had scored well in all the professicnal

assessments and had the requisite experience.

There were further complications that were very worrying. Afler saveral whistls-biower
tip-offs, an investigation into procurement irregutarities had already started in 2008,

which was raising concerns a(bout Mr Gama’s rols in imegularly signing off contracis,

Unfortunately, one of these contracis was with a company that had been owned at
the time by a Cabinet colteague, Mr Nyanda. in this regard, { attach hereto, marked
Annexure “C", a letter dated 6 March 2008 annexed fo a summary report by Transnet

internal Audit into the aforementioned investigation.

Notwithstanding afl this, Mr Gama's supporters claimed he was being victimized by
an anti-transformation white cabal that had instituted an inguiry (and later disciplinary
proceedings) to prevenit him from being appointed the GCEO. Moreover, it was falseiy
claimed that Mr Wells himself wanted to be GCEO and had started the inquiry in order
to eliminate his rival, Mr Gama. Mr Wells had, in fact, put his name forward to apply
for the GCEOQ position in November 2008 when the process siarted, but retracted his

application within days of applying.
10
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in the months to come, Mr Wells was o facs a tirade of insults, slander and racist
slurs for the rest of the time he was at Transnet.

Mr Gama was later found guilty of unwarranted criticisrn of Transnet Executives, a

charge serious enough to warrant dismissal.

On or around 28 July 2009, | sent President Zuma a comprehensive report, atisiched
hereto marked Annexure “I¥”, with annexures detailing the selection process, the
strong motivation for the appointment of the candidate that had been recommended
to me by the Transnet Board, details of ihe procurement irregulariies wnder
investigation by the Transnet Audit Committee, the corporate governance aspects of
CEQ appointments, including the legal opinions prepared by Michael Katz and
Advocate Wim Trengove 8C in this regard. However, President Zuma did net

respond,

The Transnet AGM was postooned from July 2008, and took place on 11 August
2008. | was in an embarrassing position as | could not appoint & OFO or a
Chairperson, nor couid | il the four vacancies on the Board. | endorsed the
continuation of office of the existing Board members for their terms of office were due

to expire the following year.

The inability to appoint a Chairperson and a CEQ of Transnet at the AGM Was a very
serious breach of corporate governance. In all good faith, the Transnet Board had
conducted a thorough and very professional search for a CEO, always in close
consuitation with Minister Mabandia and then with myself when | took over. | can count
no less than 18 engagemenis between Transnet and the Government in that six-
month period with regard to the GCEO succession. | am however mindful that the
political turmoll of the time, the turbulence of a general election, and the ascension
to power of a new political elite aligned to President Zuma probably mads decision-
making for an oui-going Minister very problematic. As for mysel, it was the absolute
dogged insistence of President Zuma that no-one be appointed to any position in
Transnet until his candidate of choice, Mr Gama's disciplinary case was over, that

prevented me from making an appointment.

Cabinet was due fo meet on 26 August 2009 and recognizing the urgency of the
situation in Transnet, and still not having received a reply from President Zuma, | sent

11
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an urgent letler on 25 August 2009, aifached hersto marked “"Annexure E”
requesting his assistance to expedite the placement of Cabinat Memoc 7/2008 cn the
Cabinet Agenda. He gave me instructions to withdraw the Cabinat Memo ancd now

warited the names of three potential chairparsons for Transnet.

44 Mr Gama was formally charged by Transnet and Iater suspended on 1* Septesmber
2008, Immediately before, and in the days follewing his suspension, Ministes JeiT
Radebe, {("Gama will become CEQ"), Minister Siphiwe Nyanda (“Gama is being
persecuted like Jacon Zuma'), and alsoe the ANC, the SACP, the South African
Transport Workers Union (SATAWU) and  the ANC Youth League {under Julius
Malema at the fime) alf issued strong and harsh statements in support of Gama,
accusing Transnet of persecuting him®. This was reflected in numerous stataments
and reports in the media, which | attach hereto marked Annexure “F4” to “F137,

45 | quote from SATAWU's statement made by the General Secretary, Randall Howvard,
attached hereto marked Annexure “G™:

“SATAWU will ensure that no puppet appointrment takes place unlif the
disciplinary process of Gama is complsted even though at the cost of
keeping the uniransformed cabal in piace a little longer. SATAWU is ir1 the
process... o clean up the lily white Transnet Capital Projects...”

46 The accusations of an “uptransformed” cabal  and “puppet appointments” was
outrageously insulling of the Transnet Board and the proposed candidate. The
candidate was black, as were the majority of the members of Transnat Board who were
also very senior and professional people. All | could conclude from this fusiliade of
insuits hurled at Transnet was that there were concerted attempts to improperly and
irreguiarly mﬂuence the appointment process of the Transnet CEOC, with blatant

disregard for the Board and myself as Minister,

47 An editorial in the City Press on 13 September 2009, attached herets marked Annexure

“H* warned:

* The ievel of poiiticel interference at Transniet does not bode well for tha
effective management of parastatals... The question of who is right and

1 Zwe!enzrma Vavi, the then General Secretary of COSATU, did not add his voice io these

crificisms as he haci his reservations. 1
o f



wha is wrong is niot for the ANC 1o determine. Nefther is i teryibly goocd
practice to isvel the race card at the Board and the executive team at
Transnet. The Board is diverse... Their reputations are being suilied arad it
will be little surprise if they walk in the next forinight.”

48 On 7 Octobar 2009, the South Gauteng High Court handed dovr its judgement, wwhich

49

50

is attached hereto marked Annexure *}", dismissing with costs Mr Gama's application
to have his suspsnsion set aside on the grounds of bias ageinst him and Faulty
procedures. Paragraph 107 of ihe judgement reads: *There js also o case made ouf
of the percefved bias, that can affect the legality of the process. Much less that of

instiutional bias®.

On 4 June 2010, Mr Gama was found guilty on 3 out of 4 charges, namely, exceading
his delegated authority by approving a GNS Security Contract; failure to comply with the
Beard’s stipulated condition for the 50 fike-new locomotives contract, and unwarrznied
criicism of Transnet's Executives. Mr Gama was not found to have personally
benefitied; however, he was found to have acted negligently by signing off on contracts

without properly applying his mind.

The oulcome of the disciplinary enquiry conducted into the conduct of Mr Gama,
which is attached hereto marked Annexure “J*, confirms in paragraphs 364 and 385

that,

“...A reasonablie person in Gama’s position would not in my view have been
prepared lo utier the criticisms which he did, some in public and others in
correspondence, unless he had certain evidence in support of Ais claims
which it appears Gama did not have. The statements are critical of Wells in
particular, but also infer a wider criticism of Transnet executives and
arguably even of the Transnet board for having an ulterior miotive and
Conspiring in preferring the charges against Gara.”

51 After Mr Gama had been found guilty, a separate, independent hearing on what

sanctions should be applied, found that the charges were serious enough to warrant
dismissal on each charge. Accordingly, on 28 June 2010, Mr Gama was fired from

Transnet.
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52 |, together with my Deputy-Minister, Mr Godongwana, proceeded to put togetiher 2
Cabinet Memorandur {finally dated 27 October 2010), which is attached hereto miarked
Annexure “K” for the appointment of 2 new Transnet Board who would then commaence
a fresh search for a new CED as the last proposad candidate had withdrawn. The
Transnet Board, Acting GCEO and Chairperson at the time had shown remarkable
resilience in keeping the show on the roag, but they were approaching exhaustiory: no-
one shouid have to bear the isvel of abuse and government dysfunctionality whicks they

endured.

53 In a letter to President Zuma dated 8% September 2010, attached herete as Annesxure
“LY, T thanked him for the telephonic conversation | had had with him the prewious
evening regarding the Transnet Chair, and | attached two CV's of my proeposed
candidates for his ease of reference and recuested a meeting with him prior to
submitting to Cabinet. | was targeting the Cabinet meetling of 15" Sepiember 2010, In

ihe same istier | stated:

‘Given the importance of Transnet fo ihe SA Economy, and the need for
stable leadership at the Board fevel, it is absolutaly necessary to procesd
with the appointment of a Chairperson and other Board membears wWith the
requisite skills. To this end my department has prepared a Cabingt
Memorandum for discussion at Cabingt | 150 September 2010] but which it
has not yet submitted. This is hecause we agreed that we would discuss the
matler first so that { can ascertain your final views on the cormposition of the

Board and in particutar the Chairperson.”

54 On 10" September, and again on the 11" September 2010, my office sent reminders to
the President's office regarding the request for a meeting, and providing times of my

avaitability. | heard nothing.

5% The Transnet Memorandum (9/2010) (Cabinet Memo 9/2010) did not appear on the
Cabinet Agenda of 15 September 2010 (Annexure “K”).

58 On 27 October 2010, | sent a Letter to the Presidency requesting his assistance to
expedite the placing of the Transnet Cabinet Memo £/2010 onto t9e Cabinet Agenda. |

did not get a reply.
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57 'Three daye later, on Sunday 31 October 2010, the President's office called me {0 3
mesting with him and in the presence of Gwede Mantashe, the Secrslary-Genasral of
the ANC, President Zurna said that the NEC had decided to re-deploy ms as the
Ambassador {o Firdand. | declined the re-deployment and informed them that | would
be resigning as a Member of Pariament.

58 | immediately packed up my office and left the following day, requssting a handover
meeting with the incoming Minister, which is the norm in government. Minister Gigaha

geclined my request,

38 My Transnet Cabinet Memo 10/2010 appeared 3 days later as an Agenda itern on the
Cabinet ESEID Sub-Committee of 3 November 2010, and was withdrawn, (This meeting

took place 3 days after President Zuma dismissed e}

60 On 8 Decermber 2010, Cabinet approved Mr Gigaba's recommendations for the 2 oard
at Transnet. Igbal Sharma, a former business pariner of Gupta associate, Salim Essa,
was on that list and was later appointed as head of the procurement commities gt

Transnet.

61 On 16 February 2011, Cabinet approved the appointment of Brian Molefe as Group
CEOQ Transnet and a fittle while fater Mr Garna was re-appoeinted as CEQ of TFR ors the
grounds that his misconduct had not been serious enough o warrant his dismissal.

82 On 16 March 2011, the Transnet Board approved the re-appointment of Mr Gama as
CEO of TFR, justifying it on the grounds that the findings in his disciplinary hearing had

nhot warranted a dismissal.

ESKOM

63 During a robust Eskom Board breakaway session on 28 October 2009, Mr Jacob
Maroga, the CEC of Eskom, offered to resign and left the room so that the Board could
discuss the matter. At that point, Mr Bobby Godsell, the Chairperson of Eskom, said that
he too offered his resignation and left the room for the Board to consider both offers of

resignation.

64 The Board agreed that they would accept Mr Maroga' s resignation and delegated two
directors to inform him of that fact. This was done at a dinner meeting that svening, and
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arangements were made to meel the following day to- discuss the content of a
communication informing the public of the CEO's resignation.

I came to the Eskom Head Office early the next morning on Friday 28 October 2008,
and whilst meeting with Mr Godsell in his office, My Maroga waiked in and handed me
a letter which stated, amongst other things, that he had not offered to resign ancd that
he was nol offering fo resign. This letter is attached hereto marked Annexure M

| thereupon met with the Board and requested each and every member of the Board to
tell me their view of the account that Mr Maroga had offered to resign and that thew had
accepted his offer - a decision that Mr Maroga had ascepied the previous night. | said
that if any Board member were not in agreemert, they should say so and there would

not be any repercussions,

Every Board member confirmed that Mr Maroga had offered to resign and that they hag
accepied his resignation. They felt Mr Maroga was dishonest. They had accepted his
resignation because of their deep frustration at his poor performance as a CEQ, for
exampie, failing to consistently appreciate the enormity of Eskor's financial crisis; a
failure to re-negoliate long-term contracts with aluminium producers and long term coal
contractors; and the development of a strained relationskip with his executive team.

| thereupon sought legal advice from my Depariment and senior counsel and conferred
with the Deputy-Minister, Mr Godongwana, st the offices of Eskom. | requestied the
Deputy-Minister to meet privately with Mr Maroga and try to persuade him to take an
elegant exit to prevent further damage to himseif, because it was ciear that he was not
going to easily win his argument with the Board, and Eskom could certainly not afford 5

public crisis of this order.

Mr Godongwana and Mr Maroga met the next day, Friday 30th October 2009, and the
latter said that he would revert by the following Sunday on his preposed terms of axit,
Heowever, Mr Maroga did not revert back on the proposals and refused to meet with Mr
Godongwana, stating that he would only meet with me.

Thereafter, the Board issued a letter to Mr Maroga confirming his resignation and stating
that his incapacity as a manager constituted further grounds for terminating the
relationship, should the resignation dispute not be settied. | was unaware that this letler

had been sent.
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i et with Mr Maroga on Wednesday 4 November 2008 and offered him a digniliecy exit,
or mediation or arbitration as opticns to resolve the dispute. He refused all of those
options, insisting that I confirm his appointment as the CEO of Eskom and retum Feim to
his office. | refused his request, because it was not my job to be interfering in g
relationship bebween a CEO and a Board from a comporate governance point of view
ano because the employment contract was between Mr Maroga and the Board; nog with
me. After the meeting, | informed the Chairperson of the Board that there was nething
further that | could do to resolve the dispute, and that the Board should go ahead with

whatever they neaded fo do.

72 The nexi day, 4 Movember 2009, | briefed Acting President Matlanthe on tevelopments

and informed him that Fskom would be announcing Mr Maroga's resignation that same
day. President Zuma was abroad at the time,

73 The Chairperson of Eskom announced the resignation of kr Marega to a large gathering

74

of senior managers at Eskom on the moming of Thursday 5 November 2009. Whilst this
was happening, | was in my office and received a call from an enraged President Zuma
asking me bluntly what did | think | was doing? (He was briefly in the country en royte
to Mozambique). He furiously instructed me to tell Bobby Gedsell to stop immediately. |
wamed Prasident Zuma of the dire consequences this would have, but he would nat
listen. He said he would speak to me again once he was in Mozambiqgue, in an hour or

so, but he did nut take my repeated calls thereafter. | informed Acting President

Motlanthe and said that, much against my better judgment, the President had issued
me with an instruction which | was bound to obsy. It made me deeply unhappy.

As & consequence of President Zuma's instruction, Bobby Godsell was forced to cancel
the media briefing scheduled to announce Mr Maroga's resignation after he had finished
briefing the staff; the media were already sitting waiting. This really put the cat amongst
the pigeons: the media speculation about whether Mr Maroga was, or was not, the CEO
of Eskom reached a crescendo, hitting headlines, newscasts and talks shows. There
was great constermation in the couniry. This was not af all good for Eskom's reputation,
given its financial and operational problems. Neither I, nor the Board, were inz position
to provide any clarity whatsoever and the President was simply unavailable. | was

lambasted for my silence.
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75 I finally managed to get an appointment with Prasident Zurna on the morming of Friday

76

77

78

79

& Novernber 2008, He had just finished breakfast and told me that he could oniy meet
with me for 10 minutes. | briefed him and then he said he had to go to a NEC meeeting
in Kempton Park and would meet with me at lunchtime to continue our corverssation,
No meeting took place and, although | waited the whole day in Kempton Park, | was

hever summoned as he had promised.

That night, and the following day, | ledged my strongest objections with Jessie Duarte,
who was Chief of Operations in the Presidency and made repeated callz to the
Presidency fo try end set up a meeting with President Zuma,

Finally, | got to see the President on Sunday 8 November 2008 in Kewmpron Park in the
midst of & media uproar. He reallv did not want to discuss anything, he just inforrmesd me
that he had decided that Mr Maroga will return to Eskom and, over a certain pericd, he
would write his version of events and the Board would do the same and then §, the
Minister, would decide. | was horrified. | said to the President that if that was the route
he wanted to take then he, not §, shouldg convay this to the Board and Mr Maroga, as |
thought this was a disastrous path to take. We agreed, finally, that | would inform the
Board of his decision, he would inform Mr Maroga and | would make sfrangements for
his meeting with Mr Maroga. Upon contacting the President's Housekeeper to make
arrangements for Mr Maroga to meet the President that afternoon, my secretary was
rather puzzied because she was told that Mr Maroga had already met with President
Zuma earlier on, and asked if Mr Maroga wanted to see President Zuma again?

That same day, | met with the Board and informed them of the Presideni’s decision.
They were not at all happy but finally agreed, in the interests of settling the media furor
about the CEO position, But there was one condition: that they personally meet with
the President. He very refuctantly agreed and they extracied a concession from the
President that Mr Maroga would immediately go on leave once he retumed to Eskom,
They were very worried about his disruptive presence at Eskorm.

{ met with the Board later that night after their mesting with the President to plan the
process going forward. In the middie of the meeting, | got a call from President Zuma
saying that Mr Maroga does not accept the deal. The Board was furious and Bobby

Godsell resigned.
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The following day, 9 November 20608, President Zuma phoned me to say that he had
given Mr Maroga permission to return to Eskom as the CEO and that Mr Marcga wrould
then proceed to write out his version of events, as discussed before. President Zuma
and | had a heated argument on the matter. On the same day, 9 September 2009, Mr
Maroga arrived at Eskom, accompanied by Jimmy Manyi and a few others, and wart

upstairs to his office.

Mr Maroga then proceeded fo send a lstter, dated § November 20089, addressed to
me, the Board, EXCO and the Chairperson of the Portfolio Committee in Parliarnent,
which is attached hereto marked Annexure “N”, announcing that he remained the CEQ
and Director of Eskom and that the shareholder at the highest level had confirmed that
all decisions regarding his status must be formally requested from and granted by the
shareholder, and all unauthorized actions taken by the Board since 23 October 2008

were rescinded.

Mr Godongwana and | were so shocked that we were both of a mind to resign. | was
going to ask for a special slot in Pariiament to make an announcement about the matier
and prepared to leave for Cape Town, as Ministers are accountable io Parliament. mMr
Godongwana took the letter to Luthuli House in an absolute fury and a littie while later,

Eskom, leave the building and return only once ! had given him permission to do so.

On the following day, | requested Yunis Shaik (at that time the labour advisor to DPE}
and the Acting Chairperson of Eskom, Mr Mpho Makawana, to mest with Mr Marogato
negotiate his terms of departure. They reached a stalemate and, finally, Mr Maroga left

Eskom with no package.

On 12 November 2008, | made an announcement in Parliament that Mr Maroga was no
longer CEO of Eskom and Eskom did likewise.

Yunis Shaik informed me that the President had requested that | ask Mr Godseli to
return as Chairperson of the Board, which | did. Later, however, the President phoned
me and asked me to tell Mr Godself that he will not return as Chalrperson of the Board,
Gwede Mantashe made a similar demand, although during this entire episode he had
made it quite clear to me that he did not support what the President was doing.
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86 As a consequence of this flasco, Eskom, like Transne!, had an Acting Chairpersom and

an Acting CEG.

87 Later, Mr Maroga sued Eskom and | for R85 mililen compensation, He lost the case as

well as the appeal,

SAFCOL

88 The South African Forestry Company Lid (SAFCOL) was due to have its Arnual
General Meeting on 28 September 2010. in preparation therefor, | submitted a Cabinet
Memorandum (7/2010) dated 26 August 2009 for the appointment of Non-Execuiive
Directors, including the Chairperson, to the Beard of SAFCOL, retaining some Roard

members and appointing new onas, including the Chairperson.

89 In a letter to the President dated 8th September 2010, attached hereto maitked
Annexure “O” and headed ‘SAFCOL Chairperson’, | thanked him for the telephonic
conversation | had had with him the previous svening regarding the SAFCOL
Chairperson and | attached the CV of my proposed candidate for the posiion of

Chairperson.

20 In this same letter of Bth September 2010, | said to the President that,

“in order for us to have a more meaningful opportunity to discuss this position
before laking it to Cabinel, early yesterday, | withdrew the item from the
agenda of today’s ESEID [Cabinet Sub-Committee) meeting. However given
the urgency of the matter as a result of the AGM for SAFCOL ... .fand]
Parliamentary and other legisiative reporting requirements, I trust then that
you will revert to me with your views on the proposed candidate for
Chairperson quite soon and before the next Cabinet meeting. Kindly note
that | have wiitten to your office for permission to submit the memo fo the
next Cabinet meeling. | arm available to meet with you at any time...... “
81 On 10% and 11" September 2010, my Personal Assistant, Ms. Nthabiseng Borotho sent
foliow-up reminders to President Zuma's office for the meeting and giving details of my

availability. | neard nothing.
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92 On 15" September 2010, Cabinet approved my Memorandum, despite an attempt by
the President to have it withdrawn at the actual meeting itself.

ISSUES RELATING TO THE TERMINATION OF SOUTH AFRICAN AIRWAYS® SOUTH
AFRICA — MUMBAI ROUTE

93 In early June 2010, | was part of an official South African state visit to India, led by
President Zuma. Whilst | was there, | was informed by my special advisor, Ms F
Hassan, that she had received information that South African Airways (SAA) intended
to terminate its South Africa — Mumbai route. On receipt of this information, | sent a
text message to the then Chairperson of the SAA Board, Ms Cheryl Carolus (“Ms
Carolus”), enquiring whether this information was true. The text, which was sent on

the 2™ of June 2010, stated as follows:

“Cheryl, I am in India with the President now. Is there any truth to the
rumour that SAA is going o terminate its roufe to Mumbai? This is a

rumour here and we need clarity”.
94 |t should be noted that as part of the same conversation, Ms Carolus stated:

“No, we will not be terminating Mumbai. It must be Je} Airways stilf
lobbying for this. We remain on the route with full frequencies. Alf the best

for India.”

The abovementioned SMSs are attached hereto marked Annexure “P”.

95 It should further be noted that during the course of my visit to India as part of President
Zuma’s state visit, the Chairperson of Jet Airways, Mr Naresh Goyal, was persistently
following me around and attempting to arrange a meeting with me. | degclined to
engage with Mr Goyal as | did not have the authority to make any business decisions

on behalf of the SAA Board.

96 It shouid be noted that during the state visit to India, referred to above, as part of the
vigit, we attended a fashion show. At the conclusion of the fashion show, | was
walking out of the hall and Mr Goyal literally jumped over the chairs and came and
stood in front of me and said "Minister | need to see you". | said to him “Before you
meet with me you have to meet with the Board and with the CEOQ. | have nothing to

say to you.”
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97 On the 30™ of August 2010, Ms Carolus sent me another text message, attached

hereto marked Annexure “Q” stating as follows:

98

“Note that the CEQ from Jet Airways will be in South Africa for the
India/South Africa meeting. He is lobbying hard for SAA Io end the
Mumbai flight. We reject ihis. Please let me know if he is trying to meet

you, so that we can brief?

On the 31% of October 2010, | was removed from office by President Zuma. SAA's

Mumbai flight was later cancelled.

VYTJIE MENTOR

It should be noted that during the latter part of my tenure as the Minister of Public

29
Enterprises, there were rumours circulating that | would be dismissed as the Minister
of Public Enterprises. In this regard, on 7 June 2010 | received an SMS (A screen
shot of which is attached as Annexure “R ”) from my special advisor, Ms F Hassan,
stating as follows:
"Rumours
Dm becomes min
U Dm for health
VM the Dm for DPE”
100 It is acknowledged that there were numerous rumours circulating at that time,
however the specificity in mentioning Vytjie Mentor by name is worth noting.
101 On the 319 of October 2010, | was dismissed from my post as Minister of Public
Enterprises by President Zuma.
CONCLUSION

102 The legal framework for the appointment of boards of SOEs and hence the CEOQs of

SOEs is comprehensively set out in the opinion of Michael Katz of Edward Nathan
Sonnenbergs as well as Advocate Wim Trengove SC (Annexure D). Suffice to say
that this information was conveyed to President Zuma on a number of occasions
including in my memorandum to President Zuma on the 28™ of July 2009
{Annexure D). wherein | state the following in paragraph 3.1.8:
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“This was aiso confirmed by senior counsel's advice, attached as Annexure
“A”. Counsel advised ithat the Minister is the functionary who hoidts the
shares and exercises the rights on behalf of the State. The Minisiers
exercise of the sharsholder righis is part of her exercise of the State’s
executive powers. If Cabinel has formulaisd policy relating fv such exercise,
then the Minister should exercige the powers within the paramsters of such
policy. The Minister is not cbliged to consult Cabinet in the exercise of
his/her power, but may choose to do so as a matter of personal discretfon or
any protocol or custom developed in this regard. Counsel advised that the
Minister’s exercise of her shareholder powers on behaif of the Siate resnain
valid in faw even if Minister does not adhere to any Cabinet policy developed

on this fssue.”

The facts set out above bear testimony to my repeated, and unsuccessful, attemmpis

to appoint a CEC at Transnet, over one and a half vears, as well as those of the
Board, which attempts by the Board to appoint a CEQ of Transnet had commeficed
some time prior to my appointment as Minister. The conduct of President Zuma and
certzin members of his Cabinet in relation to Transnet and Eskom was not only
negligent, it was recikless and designed to frustrate the sincere attempts of the boards
of those state owned eniities fv exercise their fiduciary dutles as directors and the
exercise of sound corporate governance in their respective state owned entities,

The above course of conduct by President Zuma in relation to Transnet and Eskom
was improper and irregular. His conduct revealed, at best, g fundamental
misunderstanding and misconception of his role as President of South Alfrica, and the
exercise of his presidential duties and functions. His actions not enly undermined me
as the Minister responsible for Public Enterprises, but undermined the efforts of the
boards of Transnet and Eskom, and many of their senior management, who attempt

to carry out their responsibilities and duties in a professional manner under very trying

circumstances.

itis net for me to speculate as to what the motives of Prasident Zuma were in unduiy
and improperly influencing the appointment of CEOs and board directors in certain of
the state owned entities, referred to above. Suffice to say that, in my view, the actions
set out above resulted in severe and exiremely detrimental consequences for
Transnet and Eskom, which consequences undermined and broke the morals of
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Boards, staff and management, and also resulted in severe reputational damzuge io
those entities and negative consequences for their efficient functioning.

it is subritted that the nature of the interventions described by me in Transnet and
Eskom manifested the beginnings of the President, and certain members of his
Cabinet, unduly infiuencing the appointments of key executives and board menhers
in SOEs. We now know that this course of conduct escalated over the years and has

~ resulted in a litany of maladministration, abuse of resources and theft from staie

cwned enfities in South Africa. The consequences of such actions are prublic
knowiedgs, as are the disastrous economic effects on the state of the South African
economy. They are the reason for this Commission of Inguiry.

Once there Is collusion between the CEQ of a state owned entity and the chaimperson
of the board of that state owned entity in order to influence the conduct of business of
that entity, particutarly the allocation of contracts and tenders, the decline andd the

effects thereof will be feli for years fo come.

it is my firm belief that my resistance to the strong views of President Zuma in relztion
to the appointment of cerlain preferred candizZates to the nasifions of CEQ apd
members of boards of directors, including the CEO and Chalrperson of Transnst, at
the time that | was Minister, ted him to the condlusion that | would not do his bidding
and behave improperly and unlawfully. ! beiieve that it was for that reason that | was
dismissed by President Zuma as Minister of Public Enterprises on the 31% of October

2014

I would like to place it on record that while my resistance to the attempls of President
Zuma to improperly Influence the appointments of CEOs and boards of directors at
SOEs may have had a significant negative effect on my own career, | deeply regret
that the actions of President Zuma and others during the course of the Transnet and
Eskom sagas, set out in detail above, aiso had a significant negative impact on the
careers and reputations of a number of fine South Africans who were only attempting
to tulfill their responsibilities in terms of their appointments in the entities referred to

above,

VA

Dated at JOHANNESBURG on this 5 day of Cctober 2018,

Faz

?%’m&n

Bﬁﬂaaﬁhnquw*

\u./"
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Office of Fred Phaswana, Chairman

Memo:

Date : 13 February 2009

Addressed {o: - Ms B Mabandla, MP
Minister of Public Enterprises

RECOMMENDATION FOR APPOINTMENT OF THE GROUP CHIEF EXECUTIVE TRANSNET
LIMITED

1. PURPOSE
fo request Shareholder approval for the intended appointment of the Group Chief Executive of

Transnet Limited {“Transnet”).

2. BACKGROUND:

The Group Chief Executive of Transnet, Ms Maria Ramos, gave notice to resign from the
Company with effect from end of February 2009. Subseguent to making the requisite
anncuncements, the Transnet Board, through the Corporate Governance and Nominations
Committes, commenced with the implementation of senior executive succession planning in
line with the mandate of this Commitiee.-

The process followed by the Transnet Board in filling the vacancy that had arisen included the
following steps:

- The Company procured services of an independent external Executive Search

Company, Memela Pratt & Assoclates;
- A specification for the position was developed and submitted to the Shareholder

Representative, along with the document outlining the process to be foliowed.

A decision was taken that the Company would conduct both an internal and external search,
simultaneously. The members of the Transnet Group Executive Committes interested in being
considered for the position were invited to participate in the selection process.

2.1 The External Search included the following:

- Identifying individuals who are heading up suitably large organizations or Divisions within
agreed sectors and their no. 2 individuals who could be promoted into the ‘top position’;

- conducting background research on each of the potential external candidates and
sourcing brief public relations profiles on each of them.

- Requirement for full disclosure of all business interests for each candidate, including all
Board appointments and all shareholder aquity interests. E



Based on the approved specification, the following sectors were researched:

The JSE listed entities in the Industrial anc Construction sectors- Group level;
MNon listed large entities in the Industrial and Construction sectors with revenue
greatar than R2 billion;

o All state owned enterprises and large Divisions within these state owned entities,
with a revenue of more than R2 biliion;

o All other large manufacturing and telecommunrication organizations, and large
Divisions within large manufacturing and telecommunication organizations, in
South Africa, with a revenue of greater than R2 biilion.

All potential candidates were contacted and initially interviewed by the Executive Search

Company;

The Corporate Governance and Nominations Committee considered all the reports
submitied by the Executive Search Company and agreed on a list of candidates to be

interviewsd for the position;

interviews of ail proposed candidates (intermnal and external) took place from 9 - 10
February 2009.

2.2 Selection Criteria

A relevant degree

A strong career frack record running a large, matrix organization for a minimum period of
£ years

A successful track record in project management

An individual who is @ South African and who is perceived to be committed to change
and transformation and has political acceptance in this regard

An ability to maintain a mature leadership stance heyond 'political correctness’, and one
that integrates strong commercial acumen. An inspirational, strong leader.

Strong strategic compstence and track record

A strong South African markef knowledge within the broader business and macro
economic landscape

Commercial astuteness and seasoned business judgment

High levels of integrity

Strong negofiation, interpersonal and communication skills

An individual who adds to the cultural and gender diversity of the organization

A persuasive individual who is emotionally mature, assertive and diplomatic

An individual who has the respect and relates welf to diverslty in the workplace
Tenacious, resilient and fough minded
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2.3 The Interviews

All interviews were competency based, measuring and evaluating the individuals’ competency
for the specific position. Services of an independent Counseling Psychologist, Anne Newman,

were procured to assist with a Labour law compliant screening process.

The screening process incorporated competency based screening techniques; strategic and

cultural fit as well as competency assessments.

3. CANDIDATES SHORTLISTED

NAME | EMPLOYER/DEPARTMENT | RANK/POSITION ]

|
:“.Mé Mioses | Trensretlimited — | Group Executve
:Mré'Gama_ IIIII | Transnet Limiad """ Div Chief Executive Officer
(WirTDioti | Old Mulual Investment Group | Chief Executive Officer %
_Mr K Gordhan Rand Merchant Bank | Exscutive =
Mr P Gordhan ' SARS Commissioner

4. RECOMMENDATION:

The Corporate Governance and Nominations Committee conducted interviews of the
shortlisted candidates;

Although the preference was to appoint a suifably qualified internal candidate, after
consideration of the current global 'meltdown’ and the global recession, its current and
future potential impact on Transnet Limited, and a thorough consideration of these
individuals, ithe Nominations Comniittee, fully supported by the Board, recommend the
appointment of Mr Pravin Gordhan on the basis of the strengths he displayed against
the compstency profile and in comparison with the other candidates who were

interviewed;

Profile of Mr Pravin Gordhan. He is in possession of the following qualification: a
Bachelor of Pharmacy { B Pharm) degree, University of Durban Westville;

During the interview process the panel was very impressed with the skills, experience,
track record, and knowledge of Mr Gordhan. The Board are of the opinion that Mr
Gordhan, who is currently Commissioner of South African Revenue Services, has
demonstrated the ability .and track record to effectively lead and manage the strategic
challenges and key responsibilities related to the post of Group Chief Executive Officer,

owing to his extensive expetience, knowledge and ability in leading and transforming a %\

ol

large government entity particularly given.the scope of the transformation track record he
has achieved at SARS including but not limited to: people and cultural tfransformation at all
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levels in the organization whilst building skills capacity, and transforming the Employment
Equity mix of SARS including race, gender, and management capability; promote and
sustain a culture of high levels of integrity that have built the reputation and credibility of
SARS; created new leadership, capacity and innovations in IT service as seen in the tax
process, the systems and controls; implemented world class performance and service
delivery standards; the financial achievements and revenue ccliections and the posiive
impact of this on govermnment eéxpenditure reducing poverty and inequality; the
implementation of good governance measures and ethical practices; creating a positive
comphiance culture amongst South African tax paying citizens both individuals and
corporate tax payers; his strengthening of customs and the impact of this on the SA
Customs Union which has also developed his understanding of the logistics and transport
system in South Africa from a different perspective. He also Chairs and sits on
International Forums.

Mr Gordhan has aiso positioned SARS as a leading, organization in South Africa and a
credible organization internationally. He is Chair of Council of World Customs Organisation
for five years (2002- 2007} and he is currently Chair of Tax Adminisiration. He has been a
solid and reliable leader who has consistently sustained the effort and increased the
performance of SARS, over a decade.

Mr Gordhan has also demonstrated his passion and commitment {o transforming South
Africa to improve the life of all South Africans. He is weli respected amongst senior
government representatives. He has been a political activist from a young age and worked
‘underground’ from June 1986. He was a member of Parllament from 1984 untii 1098, He
was Chair of the Portfolio Committee on Constitutional Affairs, Chair of the Local
Government White Paper Commitiee formulating a new policy framework for local
government, a member of the Constitutional Committee and the Constituent Assembly
negotiating the new Constitution.

Mr Gordhan has also demonstrated the strategies and processes that will be put in place
to ensure the drive for efficiencies and growth in Transnet Limited as well as the

necessary linkages and support with the relevant role players and stakeholders.

Independent Assessment: His suitability in terms of his leadership style, his cognitive
level of functioning to handle the complexity of an organization as large as Transnet, his
personality to lead with maturity , his drive, and his integrity, have all been independently
assessed by an independent Counselling Psychologist, Anne Newman, confirms he has
the requisite skills, competences and attributes. In summary, he is assessed as having an
excellent all round profite. He has very goed thinking skills and the potential o be very
effective in this Executive leadership role. He has particularly good analytical and logical
reasoning skills, and the abiiity to manage the complexity of the job at this high level. He
has a high level of learning potential and can be expected to engage effectively in new

learning situations.

He has good social skills and an inspirational style of leadership. He is good at motivating
and encouraging people but will confront underperformance when he needs to do so. He
forms good relations with people and has a great respect for diversity and individual
differences. He likes to listen to people and guide them rather than direct them, although
he can be strong and assertive when the situation requires strong leadership. He is
assertive in a quiet manner and manages situations with sensitivity. He can be direct and

straight forward.

He responds positively to change and embraces opportunities for advancement and | .
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- Citizenship, credit, criminal, qualification checks and verification and reference
checks: All relevant suitability checks were conducted for Mr Gordhan (documentary proof
attached) including:

Criminal record checks

Citizenship verification

Credit! financial/ asset record checks
Qualification/ degree verfication

& & @ &

- In light of the above Mr Pravin Gordhan is regarded as the most suilable candidate for
the post of Group Chief Executive Officer for Transnet Limited.

- A copy of his curricufum vitae is attached for information

5. IMPLEMENTATION PLAN
- A three year contract is 1o be concluded with Mr Gordhan

- An acting Group Chief Executive Executive Officer will be appointed by the Transnet
Board with effect from the 1°' March 2009 when Ms Maria Ramos vacates the position.

6. ORGANISATIONAL AND PERSONNEL IMPLICATIONS
- The relevant post exists. The appointee will fill the position vacated by Ms Ramos

- {Quaslity, holistic feedback will be provided to all internal applicants with opportunities for
their personal develepment and recommendations regarding their future carser
development in the organization will be discussed

7. FINANCIAL IMPLICATIONS

A total cost to company remuneration package that is in line with current Executive
remuneration levels at Transnet will be offered.

8. COMMUNICATION IMPLICATIONS

- The Chairman will inform the candidate of his appcintment, once the Shareholder

approval is obtained.
- The Chairman of the Board will also inform the internal candidates of the outcome of the

process.
- The other external candidates will be informed by the Executive Search Company,
Memela, Pratt & Associates.
All the candidates will be given guality feedback.
Once all the requisite internal announcements have been made, a press release will be
issued by Transnet. ﬁ;{“(

D
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9. CONSTITUTIONAL IMPLICATIONS

None
10. IMPLICATIONS FOR VULNERABLE GROUPS
Naone

11. SECURITY IMPLICATIONS

Preliminary security vetting has been completed in respect of all shortlist candidates. Mr Pravin
Gordhan in his current position as Commissioner South Revenue Services has already been

granted a security clearance.
12. RECOMMENDATIONS
It is recommended that the Shareholder approves the appointment of Mr Pravin Gordhan to the

position of Group Chief Executive Officer of Transnet Limited with effect from a date to be
igreed with the Minister of Finance and the successful candidate.

Recommended by Transnet Board of Directors

f iy o

Mr FT&Fhaswana
Chairman
Date: j2ed Falrrrnn
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that 'egarding the awary of the Securily servigas tontract involve sy
money (inthe case of the locomotives contrac

N the case of the SECUrity servicess confract, ‘ _ |
= Ot yet known whether gy S2ma s guiity of 8Ny of thege

place, the Board 'emains of the

pPosition,
The withdrowei of Mr?gm%ﬁwdfmms_wfwdm the Boanss view, 1 tha naag 4
MINSNE DEOGERS as none gt the othar shor listed canclidates are
On and, Indesd, for e

LOMFEnee B flew app _
Bt the oy TeUred for such o K&y posifion for the Organization
country given the teiiial roie that Transnet myygt play in 'ths-@w@mrnenf’s EConomic
and Infrastruchirs| development plans. :

I trust you find the above in order. | You require any further information Or clarity
please dn not hesitate to contact me. '

Kind regards

FRED PHASWANA

Chairman
Date; g March 20090
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BY HAND

RECOMMENDATION FOR THE APPOINTMENT OF THE GROUP CHIEF
EXECUTIVE: TRANSNET LIMITED

Transnet Limited
Registration Number
. 1590/000300/05

Directora: FTM Phaswana (Chairman) C F Wells™ (Acting Group Chief Executive): Dr 1 Abedian Prof GK Everlngham NBP Geabs M3 Hankinson

PURPOSE

To request Shareholder approval for the intended appointment of the Group Chief
Executive of Transnet Limited (*Transnet”).

BACKGROUND

The Group Chief Executive of Transnet, Ms Maria Ramos, gave notice fo resign
from the Company with effect from end of February 2008. Subsequent to making
the requisite announcements, the Transnet Board of Directors (“the Transnet
Board”), through the Corporaie Governance and Nominations Committee,
commericed with the implementation of senior executive succession planning in
line with the mandate of this Committes.

The process followed by the Transnet Board in filling the vacancy that had arisen
included the foliowing steps .

- The Company procured the services of an independent extiernal Executive
Search Company, Memela Pratt & Associates; and

- A specification for the position was developed and submitied to the Shareholder
Representative, along with the document outlining the process to be followed.

A decision was taken that the Company wouid conduct both an internal and
external search, simultaneously. The members of the Transnet Group Executive
Committee interested in being considered for the position were invited to
patticipate in the selection process.

47" Floor P.0. Box 72501 1
Carlton Centre Parkview, Johannesburg Y
150 Commissioner Street  South Africa, 2122 ' % §
Johannesburg T +27 11 308 2309 e
2001 F +27 11 308 2315

Dr MD Haste OBE® PG Joubert NNA Matyurmma MP Moyo BT Ngcuka NR Mtshingila KC Ramon A Singh™ {Acting Chief Financial Officer)

“Exeoutive *British

Group Campany Secretz

ry: AN C Ceba

www.transnet.net
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identifying individuals who are heading up suitable large organisations or Divisions
within agreed sectors and their number 2 individuals who could be promoted into

the “fop position”;

The External Search included the following .

Conducting background research on each of the potential external candidates and
sourcing brief public relations profiles on each of them.

Requirement for full disclosure of all business interests for each candidate,
including all Board appointments and all shareholder equity interests.

Based on the approved specification, the following sectors were researched :

o The JSE listed entities in the industrial and Construction sectors — Group level;

o Non listed large entities in the Industrial and Construction sectors with revenue
greater than R2 billion;

o All state owned enterprises and large Divisions within these state owned
entities, with a revenue of more than R2 billion;

o All other large manufacturing and telecommunication organisations, and large
Divisions within large manufacturing and telecommunication organisations, in
South Africa, with a revenue of greater than R2 billion,

All potential candidates were contacted and initially interviewed by the Executive
Search Company.

The Corporate Governance and Nominations Committee considered all the reports
submitted by the Executive Search Company and agreed on a list of candidates to
be interviewed for the position.

interviews of all proposed candidates {internal and external) took place from © -
10 February 2009, and further on 2 June 2009.

Selection Criteria

- A relevant degree;

- A strong career track record running a large, matrix organisation for a minimum
period of 5 years;

- A successful frack record in project management;

- An individual who is a South African and who is perceived to be commitied to
change and transformation and has political acceptance in this regard;

- An ability to maintain a mature Jeadership stance beyond “political correctness”,
and one that integrates strong commercial acumen. An inspirational, strong

leader;
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- Strong strategic competence and track record,

- A strong South African market knowledge within the broader business and
macro economic landscape;

- Commercial astuteness and seasoned business judgment;

- High levels of integrity;

- Strong negotiation, interpersonal and communication skills;

- An individual who adds to the cultural and gender diversity of the organisation;

- A persuasive individual who is emotionally mature, assertive and diplomatic;

- An individual who has the respect and relates will to diversity in the workplace;
and

- Tenacious, resilient and tough minded.

The Interviews

All interviews were competency based, measuring and evaluating the individuals’
competency for the specific position. Services of an independent Counseling
Psychologist, Ms Anne Newman, were procured to assist with a Labour faw

compliant screening process.

The screening process incorporated competency based screening techniques,
strategic and cultural fit as well as competency assessments,

CANDIDATES SHORTLISTED

Out of the 2 interview processes that were conducted in February and June 2009
respectively, the following candidates were shortlisted for the position of the Group
Chief Executive of Transnet:

NAME EMPLOYER _RANKPOSITION
Ms M Moses | Transnet Limited | Group Executive
e .. ..1 (Transnet Capital Projects)
Mr S Gama Transnet Limited” I Chief Executive
| (Transnet Freight Rail)
MrTDloti | Old Mutual Investment Group | Chief Executive Officer
'Mr K Gordhan | Rand-Merchant Bank Executive: Private Equity
Mr K Phihlela | Transnet Limited Chief Executive
5 {Transnet  National Poris
o _ . | Authority} -
Mr S Maseko | BP Africa Chsef Executive Officer
‘Mr T Morwe | Transnet Limited i “[Chief Exacutive
' | (Transnet Port Terminalg)

7
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The Corporate Governance and Nominations Committee conducted interviews of
the shortlisted candidates and have identified three preferred shortlist candidates
who could fill the position, Mr Sipho Maseko (external candidate), Mr Tau Morwe
(internal candidate) and Mr Khomotso Phihlela (internal candidate).

RECOMMENDATION

Although the preference was to appoint a suitably qualified internal candidate, after
consideration of the current global “meltdown” and the global recession, its current

and future potential impact on Transnet, and a thorough consideration of these .
individuals, the Corporate Governance and Nominations Committes, fully ;
supported by the Board, recommends the appointment of Mr Sipho Maseko on |

the basis of the strengths he displayed against the competency profile and in
comparison with the other candidates who were interviewed.

Profile of Mr Maseko:
He is in possession of the following qualifications :

A Bachelor of Arts degree completed at the University of the Witwatersrand in 1992
and an LLB (Law} degree, completed at the University of Kwa-Zulu Natal {the
former University of Durban-Westville).in 1995

During the interview process, the panel was very impressed with the sKills,
experierice, track record, and knowledge of Mr Maseko. The Transnet Board are of
the opinion that Mr Maseko, who is currently Chief Executive Officer of BP Africa,
has demonstrated the ability and track record fo effectively lead and manage the
strategic challenges. and key responsibilities related to the post of Group Chief
Executive, owing to his extensive experience, knowledge and ability in leading and
transforming a large, complex multinational organisation across Africa. He has a
stable track record in BP and has successfully improved operational efficiencies,
reduced cdels, increased service delivery and managed risk in a highly volatile,
foreign currency based revenue stream, and dealt with issues and challenges
presented by reguiatory authorities and constraints in infrastructure development.
His leadership style contributes to a fransformed and streamlined organisation.

He has demonstrated an ability and track record at BP:

(i People and cultural transformation at all levels in the organisation whilst
building skills capacity, and transforming the Employment Equity mix;

(i) Enhancing a ‘performance’ culture and ensuring.and sustaining a culture of
integrity;

{iii) Establishing high levels of ‘safety’ standards and track record within a
rigorous multinational environment;
(iv) Working within an uncertain regulatory environment; and ‘ﬁi
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(v} understanding infrastructure censtraints and delivery requirements from a
customer perspective.

He displays very sophisticated interpersonal skills and has an ability to
communicate, influence and negotiate effectively at all levels, with all stakeholders.
Mr Maseko has successfully implemented world class standards in terms of
operational efficiencies, quality standards, cost structures, process, service delivery
and safety standards. His innovative flair has enabled him to effect meaningful
Black Economic Empowerment structures and partnerships for the organisation.
Me is well schooled in all aspects of governance and has a high integrity reputation.
In the past two years in BP Africa he has successfully refocused the business,
significantly reducing costs by 60%, moving the South African Head Office, and
remodeling the interface between the Africa satellite operations and South Africa:

Mr Maseko also spent time early in his career, with the Financial Services Board, a
regulatory authority, assisting BP with their transition from their pension fund to a
provident fund.

Mr Masekeo has restructured and repositioned BP as a leading organisation in
South Africa and Africa. He has had global experience working with the Head:
Retail BP giobal, to fast track him to lead the African operation. He has been a
solid and reliable leader who has consistently sustained the effort and increased
the performance of BP Africa for the past two and a half years.

Mr Maseke has also demonstrated his passion and commitment to transforming
the country to improve the life of all South Africans. He is well respected within the

new government and regulatory authorities. He has been a political activist from a
young age and was a member of the Black Consciousness Movement. In the early
‘90s, he was the national leader of the Student wing of Azapo, the Azanian Student
Congress. His father in law spent time on Robben Island and was a close friend of
the late Mr Steve Biko. Mr Maseko is a passionate South African and African, who
is motivated to leave a meaningful legacy and to make a notable ‘difference’ to the
economy and in the lives of ordinary South Africans.

Mr Maseko has also demonstrated the requisite track record to ensure the
strategies and processes will be put in place to ensure the drive for efficiencies and
growth in Transnet as well as the necessary linkages and support with the relevant
role players and stakeholders.

Independent Assessment:

His suitability in terms of his leadership style, his cognitive level of functioning to
handle the complexity of an organisation as iarge as Transnet, his personality to
lead with maturity, his drive, and his integrity, have all been independently
assessed by an independent Counseling Psychologist, Ms Newman, who confirms

T,
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he has the requisite skills, competences and attributes for the job. In summary, he
is assessed as having a good all round profile. He has good thinking skills and the
potential to be very effective in this Executive leadership role. He is particularly
good at dealing with detailed complexity and he spends a lot of time thinking
through problems in order to censider all the ramifications. He has a high level of
learning potential and can be expected to engage effectively in new learning

situations. .

He has sophisticated social skills and an inspirational and supportive style of
leadership. He is good at motivating and encouraging people but will confront
underperformance when he needs to do so. He forms good relations with people
and has a great respect for diversity and individual differences. He likes to listen to
people and guide them rather than direct them, although he can be strong and
assertive when the situation requires strong leadership. He is assertive in a quiet
manner and manages situations with sensitivity. He can be direct and straight

forward.

He responds positively to change and embraces opportunities for advancement
and challenge and thus would bring energy and enthusiasm to this role.

Mr Maseko's preferred style of problem solving is explerative and refiective when
faced with an unfamiliar or new business environment or industry. This indicates
that in a new, large organisation like Transnet, he would benefit from an
experienced mentor and coach who fully understand the complexity of the
organisation, the industry and the challenges, and will fast track his leaming and
dacision making in this environmeant.

Citizenship, credii, criminal, qualification checks and verification and
reference checks :

All relevant suitability checks were conducted for Mr Maseko (documentary proof
attached) including :

Criminai record checks;

Citizenship verification;
Creditfinancialfasset record checks; and
Quelification/degree verification.

In light of the above, Mr Sipho Maseko is regarded as the most suitable candidate

for the position of Group Chief Executive for Transnet. -

A copy of his curriculum vitae is attached for information

A i
13 &
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IMPLEMENTATION PLAN
A three year contract is to be concluded with Mr Maseko.

An acting Group Chief Executive Officer, Mr Chris Wells, was appointed by the
Transnet Board with effect from 1% March 2008 when Ms Ramos vacated the

position.

ORGANISATIONAL AND PERSONNEL IMPLICATIONS

The relevant post exists. The appointee will fill the position vacated by Ms Ramos.
Quality, holistic feedback will be provided to all internal applicants with

opportunities for their personal development and recommendations regarding their
future career development in the organisation will be discussed.

FINANCIAL IMPLICATIONS

A total cost to company remuneration package that is in line with current Executive
remuneration levels at Transnet will be offered.

COMMURNICATION IMPLICATIONS

The Chairman of the Board will inform the candidate of his appointment, once the
Shareholder approval is obtained.

The Chairman of the Board will also inform the internal candidates of the outcome
of the recruitment process once the Shareholder process has been finalised.

The other external candidates will be informed by the Executive Search Company,
Memela Pratt & Associates.

All the candidates will be given quality feedback.

Once all the requisite internal announcements have been made, a press release
will be issued by Transnet.

CONSTITUTIONAL IMPLICATIONS

There are no constitutional implications.
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11 IMPLICATIONS FOR VULNERABLE GROUPS
There are no implications for vulnerable groups.

12  SECURITY IMPLICATIONS

Preliminary security vetting has been completed in respect of all shortlist
candidates. Mr Sipho Maseko will require a security clearance.

13 RECOMMENDATIONS

It is recommended that the Shareholder approves the appointment of Mr Sipho
Maseko to the position of Group Chief Executive of Transnet Limited with effect
from a date to be agreed with the Minister of Finance and the successful candidate.
/
Further, due to the critical nature of the position, it is recommended that the matter

be concluded on urgent basis.

The matter has been recommended by Transnet Board of Directors.

Kind regards

Mr F T M Phaswana
Chairman G
Date : 04 JUNE Q004

Copy 1o : Ms Portia Molefe, Director-General, Department of Public Enterprises
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SUMMARY REPORT 5y TRANSNET [NTERNAL AUDIT INTo ALLEGATIONS
RELATING T6 TRANSNET FREIGHT RAIL ("TFprry

HESEL LoComoTivEs

Backgroung

A hatline feport was recelved by the PuUblic Service Commission o0 9 Noyvemper

2007, In this report, varipus allegations were Madla nvolving 5 Transnet

tender for the Supply of “Like Nep lecemotives,

The hotline report was forwarded to Mr F Phaswana. Chafr‘ma:‘: of Transnet

Limited by Mr Erwin, Minister of Public Enterprises on 31 January 2008,
From our revjey We have determineg that Electro-Motive Sibanye Ubirit

Ventureic “Joint Venture® o¢ “Contractor”) + of Which S'ibanye Trade Services j5
2 pargty; Wasawarded the 50 “Like Nawn facemcﬂve-conlract. slgned op | May

200%

Findings

" Following a Proposal by the Contractor ip Provige Transnet with 50
“Like Naw locometives B Trangpet Board of oy fectors passed Hhe
foltawing resolubion o 13 fes@ma;gz;;az;«:

“The Board REs oL VED thai it grants approyaf for:
> The Implementstion of the critieaf Bhasa of the acomotive
fleel modernisation Plan which incuges 2 investment of
R874.57 miliion (nominaly in the KGuisition of 50 £mn
Class 34737 Upgrated diesel focomotives o Spoorpef GFB;
finement of e tender fp E‘!ectromotive Difesel

£ 8nd execution of the CONiract py the

> The conciusion; sfgnin
k,gmsm—r}ei‘ Chied EXecutive for the Manirscturipg and suppfy

of the 50 diesas 'ibr:omoﬁve.s {o ba defiverey Within 12 maontss
of dafe of slgnature; and

The condition for the apoye approval js thai %&ﬁamém;);;_
Frade el :3;&?”5?-’:‘*5 welld not pa involved jy, the contrace
and thar Transwary woeld carry out ay ®gineering on

assembly and maintenance,”

Page 1
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This was later amended by the Transnet Boary of Director.s on 26
April 2007 to resd a5 follows:

"The Boarg RESOL veD thet it grapts Epproval for
> The implementation of the criticai bhase of the focomotive

» The conciusion, Sigring ang execution of the Contract by he
Spoorng Chiar Ex@eutive for the Panutacturing gng Supply
o7 the 50 djpsef locomotives to pe deffveray Within 12 men ths
of tata of sfgnature; apg

» Tha condition e e showe FPRIOVAL s flms Fransuierg
wosld carry” old gl enginesng o SS@eméJg and

for the Supply of 50 “jke News locomntivas Was

The contract
ay 2007 by the {:f»?féfﬁég;um Officer oF TFR, Mr s

signed on 1

Cama;
The contrget did not take Into account the FesOlition passed by the

Board of Directars in ensuring thet "Transwerk wauld carry ous alf
engineering O assembily and Meintenance™:
In terms of clause 7 (Key Lontractors), the Contractor had tg

Brocure sub-contractors prior

As a result of ot complying with the resolution passeq by the Bogryg
Y not complying wity Clause 7 ¢ the

agreement, Transnet may incur slgnificant edifitiona; direct of

indirect costs,

Paga 2
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Conciusion

ified to fully reflact the resolut
undertaken by the Transnat Boarg of Directors i the BWarg of
Contract,
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SECURITY CONTRACT

Backogroung

Group Chief Executive, Ms Maria Ramos {"Ms Rémos") »On18 September
2008, followad by an anon

need fujy Investigation,
Nyanda Security”,

supply of Security services was incorrectly “ancelled ang Feplacey
WIth a naw process;

" Subsequent fo the cancefiation of rep | &N adeitionas three (3,
security service providers werg ldeniitieg:

g the three (3) further Security service

documented nor COMmunicater.

= Conﬁnement, evaiuation ang award of the Securlty CONtract wae
Made to Generat Nyanda Security Risk AdVisory Seryices (Pty) Litg

a The process of obtainin
Rroviders was not clearly

T
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Y The evidenee indicated thay GNS was OnY registorey Wit PSIRA on

9 June 2008;
= Interms of Sectfon 20 (1 (@) of the Bggga A2l e pereays excs
a secwrity servica contempiated in SecﬂbﬁlQ? of the Constitutiop

Management on 4 Jun
Dacemper 2007,

Conclusion

" Appropriate discipiinary action should pe taken against pqp Gama,
FR CEO, as he dig not have the authority ¢, aPprove the

conﬁnement:

and any deviations
dealt with ARPropriately;

process:
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public enterprises DECISION MEMORANDUM

Deparbment;
Public Enterprises
REPUBLIC OF SOUTH AFRICA

TO (MR J ZUNA
PRESIDENT
FROM : MS BARBARA HOGAN

DIRECTOR-GENERAL

FILE REF

IDMS REF

SUBJECT RECRUITMENT AND SELECTION OF THE GROUP CHIEF EXECUTIVE
OFFICER

DATE 1 28.JULY 2009

i. PURPOSE

To brief the President on the following matters:
1.1 the legal framework governing the appointment of a Group Chief Executive Officer {CEQ)

for Transnet Limited (Transnet);

1.2 the CEO the recruitment and selection process undertaken by Transnet’s Board of
Directors (the Board) to employ a CEOQ:

1.3 investigations into allegations of corruption at Transnet impacting one of the candidates

for the position of CEQ: and
1.4  assessment of the recruitment and selection process undertaken by the Board: and

1.5 the recommended process forward and the risks involved in the appointment of the CEQ.

Lefapha la Bﬁcgwako tsa Puso * Lefaphy la Dikgwebo 184 Mmusé » UMnyangs wezinkampani zikaHutumers « Muhasho wa Mabindu a Muvhuse
« Deparfement van Openbare Ondernemings « Kgoro ya Dikgwebo {s8 Setshaba - Ndzawulo ya Mabhindzu ya Mfume - LiTikeo le Temabhizinisi

aHulumende » 13ebe lezaMashishini cMbuso

- Confidential -
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PROCESS UNDERTAKEN BY THE TRANSNET BOARD REGARDING THE RECRUITMENT OF THE
CHIEF EXECUTIVE OFFICER

SUMMARY

Following the resignation of Ms. Ramaos, the Board initiated a CEQ recruitment process to
ensure continuity in Transnet’'s business operations, As a consequence of the withdrawal of
the Board's unanimously recommended prefarred candidate, Mr Pravin Gordon, the Board
extended its search for a suitable candidate and has now recommended a further preferred

candidate and two other shortlisted preferred candidates for appeointment as CEQ.

The recruitment and selection process conducted by the Beard raised questions regarding the
appropriate authority to appoint the CEO as well as the correct process to follow. Analysis of
relevant legal and good corporate governance sources indicate that the Transnet CEO should
be appointed by the Minister of Public Enterprises with the approval of Cahinet,

The recruitment process was initiated at an unforiunate time when the Board was aiso
undertaking investigaticns into alleged corrupt activities against scme of the senior executives
at Transnet. This time overlap may have raised concerns regarding the process and criteria
followed in the recruiiment and selection of candidates. The process conducted by the Board
has been assessed and found to be robust insofar as it was referenced to labour law

compliant and internationally recognised candidate profiling.

Due to the delay in the appointment of the CEQ and media speculation, it has now become
critical for the sharsholder to resolve on the appoinimeni of the CECQ and to re-establish
leadership stability at Transnet This memorandum serves to address questions and
concerns raised with a view to agreement on the way forward in appointing a CEQ for

Transnet as soon as possible.

3. DISCUSSION

3.1

The Legal Framework

311 The legal framework requlating the appointment of the governing structures of a
company is set out in various sources, which include the founding legisiation of a
SOE, the Companies Act {both old and new), as weli as the King Codes on Corporate

Governance. ‘f{[
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312

314

21.5

3.1.6

The founding legislation of Transnat, the Legal Succession Act, 1989 does not include

provigions on the appointment of Board members and executive management.

Company law provides the most instructive and meaningful guide and direction on the
appointment of a campany's governing structures. This is appropriate since company
law is the law of general application fo the incorporation and govemance of
comparties and SOE are themselves commercial entities which should be regulatad

by company iaw similarly to other commercial entities.

Typically a company has two governing bodies, the shareholders in a general meeting
and the Board of direciors appointed by the sharsholders. The Companies Act and
the Aricles of Association often regulate the distribution of powers and the roles and
duties between these two organs. The Companies Act, similar to the Public Finance
Management Act (PFMA), 1999, regulates the removal of directors, including the CEQ
of & company and does not specifically provide for the appointment of CEOs. This is
s0 because the CEQ iz primarily appointed as an emplovee of the company.
Oftentimes, the Articles of Association of the company provide for the appoiniment of
the CEQ for the spacific company. However, where the articles are silent common
law principles provide that the sharehoiders appoint the Board to direct and manage
the company on behalf of the shareholders. The Board, in turn, and pursuant to this
management function, appoints the CEQ and executive of the company, who, in tum

appoint the remaining management and employees of the company.

Transnet's Articles of Association do provide specifically for the appointment of the
Beard and the CEO. Aricles 89 and 71 vest the power {o appoint the CEC with the
shareholder (the Minister} in a general mesting. Article 69 specifically addresses the
appointment of Executive Directors i.e. the CEO, the Chief Financial Officar (CFO)
and any other Executive Director whilst articie 71 deals with Non-Executive Directors.

Given the gracticalities of the Board having direct management and control over ihe
company and thus exercising direct oversight of Transnet, it follows that the Board is
best placed to initiate and direct the recruitment and selection process. However,
disclosure and fransparency of such processes must be determined and agreed in
consultation with the shareholder to enable proper designation of the CEOQ by the
shareholder in the general mesting. This practice is also encouraged by the King il

2!
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3N

Repart on Corperate Governance which recommends that the Board must appoint an

efficient and effective CEQ.

Therefare, notwithstanding the fact that the Board may direct the recruitment and
selection process of the Transnet CEQ, the shareholder retains the power to appoint

such CEO.

This was also confirmed by senior counsel advice, attached as Annexure “A”
Counsel advised that the Minister s the functionary who holds the shares and
exercises the rights on behalf of the State. The Minister's exercise of the shareholder
rights is part of her exercise of the Siate's executive powers. [f Cabinet has
formulated policy relating to such exercise, then the Minister should exercise the
powers within the parameters of such policy. The Minister is not obliged to consult
Cabinet in the exercise of his/her power, but may choose to do so as z matter of
personal discretion or any protocol or custom developed in this regard. Counsel
advised that the Minister's exercise of her sharehoider powers on behalf of the State
remain valid in law even if Minister does not adhere to any Cabinet policy developed

on this issue.

As part of the Cabinet collective, Ministers do, however, tend to involve Cabinet in the
exercise hisfher power to appoint the CEO, both as the Executive Authority in terms of
the PFMA and as sharehoider representative on behalf of the State. The bepatim&{nt
of Public Enterprises conducted an assessment of the extent of Cabinet's involvement
in orcer to establish the trend and the nature of its involvement in this regard. To this
end. a review was conducted of previous decisions of Cabinet spanning from April
2002 to February 2009 relating to appoiniments of CEOs of a variety of Staie Owned
Entities across the board, ie, including those not falling under my portfolio. The
results did not show conclusive dominance of any particular trend, with Cabinet's
involvement varying between approval (10 times), concurrence (6), and sometimes

neting {twice} of the relevant minister's decision, as the case may be.

This indicates that every CEO appointment has been deait with on a case by case
basis, having presumably considered the size, importance and circumstances facing
the SOE at the fime of making the appointment. My predetessers in the porifolio of
public enterprises have foltowed both the route of Cabinet noting the appointment of a
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3.12

3.13

3.21

3.22

CEOQ {exampias being past appointments of the CEOs of Eskom, Denal and SAA) as
well as recommending a CEO for approval or concurrence by Cabinet {examples
being the appointment of Ms Ramos and Mr Mkwanazi as CEOs of Transnef). The
appointrent of Ms. Ramos was a “formal cross-over” from National Treasury to
Transnet as CEQ designate so that she will be in a position to commence her
responsibilities as CEQ. Further, in 2000, the former Minister of Public Enterprises,
Mr Radebe approached Cabinst to seek its concurrence on the appointment of Mr.
Mafika Mkhwanazi as the Managing Director of Transnet once the Board had
recommended Mr. Mafika Mkhwanazi as the best suitable candidate.

Aithough the Handbook on the appointment of persons to serve on Boards of State
Controlled Institutions proposed by the Department of Public Service and
Administration (which was approved by Cabinet in September 2008} does not contain
provisions relating to the recruitment and appointment of CEQOs specifically, it does
recommend that Board appointments of significant enterprises be referred o Cabinet
for approval; the Handbook does not define significant, however, considering the

importance of Transnet to the economy, it may be considered to be significant.

In view of the aforementioned, it is considered prudent that the Board, in consultation
with the relevant Minister conducts & recruitment and selection process for an CEQ
and recommends suitable candidates to the WMinister for consideration and

appointment, subject to approval by Cabinet.

Recruitment and Selection Process of Transnet CEG

Prior to the commencement of the recruitment process, the Board recommencded to the
former Minister of Public Enterprises in writing dated 5 December 2008, an appropriate
process, job specification, selection criteria and time-line. The Minister was also requested

to nominate potential candidates she wishes be considered for the position.

Thereafter, the Board conducted the recruitment process through its Corporate
Governance and Nominations Committee chaired by Mr Bulelani Ngcuka. The Corporate
Governance and Nominations Cemmittee comprises of the folldwing Board members,

Messrs F.T.M Phaswana, B.T Ngcuka, Prof G.K Everingham, Dr N.D Haste, Ms N.B.P

57
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Geaba and Ms N.N.A Matyumza.' The Committee enlisted the services of external service
providers, including an independent Counselliing Psychologist to assist with screening
process and competency assessments for the candidates to supplement Board's
assessment of the suitability of candidates. Ali candidates were subjected to the same
independent competency screening techniques that are labour law compliant and include,
the Saville and Holdsworth advanced managerial test battery for managers and cognitive

test profiling.

3.2.3 Members of the Transnet Group Executive Committee (EXCO) were invited to apply for
the nosition, whilst the service provider conductad a search for potential external
candidates. Internal candidates who applied for the position included Ms Moira Moses
and Messrs Siyabonga Gama, Karl Sokicwa, Christopher Welis, Vuyo Kahia, Tau Morwe
and Kgomotso Phihlela. Messrs Christopher Wells and Karl Sokicwa subsequently
withdrew their candidacies. The application, search and interview processes for internal

and external candidates were conducted simultaneously ?

3.24 Inferviews with shortlisted candidates were conducted from 09 to 11 February 2009 and
thereafter on 13 February 2009 the Board uranimeusly recommended Mr Pravin Gordhan
as the preferred candidate suitable for appaintrment. In its correspondence to the Minister
of Public Enterprises of 13 February 2008, the Board indicated that “although its
preference was to appoint a suitably qualified internal candidate, after consideration of the
current global "meftdown” and the global recession, its current and future impact on
Transnet Limited, and a thorough consideration of the shorilisted individuals, the
Corperate Governance and Nominations Committee, fully supported by the Board,
recommend the appointment of Mr. Pravin Gordhan on the basis of the strengths he
displayed against the compeatency profile and in comparison with the other candidates

wha were interviewed”.

325 In addition, the Board disclosed the names of all the candidates shortlisted for final
inferviews. The fist was not presented in order of priority and comprised of the following
names: Ms. Moira Moses (infernal), Mr. Siyabonga Gama (internal), Mr. Thabo Dioti
{external), Mr. Ketso Gordhan (extemnal) and Mr. Pravin Gordhan (external). Regarding

! According to the records of the Transnet Company Secretary, all the members of the Committee were present

during the meetings in the interview period. )
2 \We are awaiting confirmation as to whether Messrs Morwe and Phihlele applisd and were considered in the initis]

round of interviews.
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3.2.6

3.2.7

3.2.8

3.2.8

the assessment of the cther candidates, the Board reported to the Minister that “the other
candidates were found to be less suitable for the position or not suilable &t all. The
preferred internal candidate, Mr. Siyabonga Gama, was thoroughly considered but the
Board is of a view that his assessment showed that there are important gaps, relative to
the requirements for the position. According to the independent assessment and Board
evaluation, he currently requires greater cognitive development to handle the complexity

of this position.

On 20 February 2009, the former Minister was informed by the Board that its preferred
sandidate had withdrawn his candidacy; the Board also advised that it would proceed with
an extended search to establish “whether there are any other prospective candidates not
previously considered in the initial process”. The Board was subsequently, on 2 March
2009, requested by my predecessor to provide detailed reports on the other shodlisted
candidates for the Minister's consideration bafore embarking on an extended search,

On 9 March 2009, the Transnet Board provided the Minister with a summary of
assessments of all the shortlisted candidates and, in addition, informed the Minister of
allegations of misconduct invelving one of the shortlisted candidates, Mr. Sivabonga
Gama (a raport on these allegations follows in 3.3 below). The Board ciled the reasons
why Mr. Siyabonga Gama was not recormmended for appointment in the first place and
the inherent pending uncertainty regarding the outcome of investigations against him ‘as
why he.should not new be appointed to the position of CEC. The Board re-iterated its view
that none of the other candidates shortlisted for final interviews were at the level required
to fill such a key position and again expressed the need to extend the search for a suitabie

candidate.

| have been advised by the Board that, althocugh they may have erred in continuing with an
extended search in the absence of a formal go-ahead from the former Minister, the
Board's motivation fo establish stability in leadership at Transnet was a high priority in

terms of its fiduciary duties to the company.

The Chairpearson of the Board has also advised that the Board scught audience with the
former President Kgalema Motlanthe to brief the President on the CEO recruitment
process and to reguest the President to'identify candidates for selection if any. In addtion,
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the Board requested a meeting io brief former Minister Mabandla and Radebe on the

recruitment process.

3.2.10 | have also been advised by the Board that at the time that the Board deliberated on the
shortiéstecf candidatés the Board was aware of the investigation of allegations relating to
Transnet Freight Rail but was not aware of the findings thereof, particular in-respect.of the
conduct of one of the shortlisted candidates, Mr. Siyabonga Gama. The Board was briefed
on the findings of the investigation by Ms. Ramos following. its deiiberations on the

appointment of the new CEO.

3.2.41 Upon the compietion of the extended search, the Cofp'orate Governance and Nominations
Committee compiled a shortlist of seven potential candidates for intervisws. Al intarmal
candidates were again considered for shortlisting. The process of the extended search
delivered three additional candidates namely, Messrs Kgomotso Phihlela (internal), Sipho
Maseko (external) and Tau Morwe (internal). { have been advised by the Chairperson of
the Board, Mr Fred Phaswana that Mr. Sipho Maseke is a former colleague of his and
therefore he recused himself from the Board discussion regarding this particular

candidate.

3912 After the interviews were conducted the Corporate Governance and Nominations
Committee recommended three preferred candidates who could fill the position of CEQ,
namely, Messrs Sipho Maseko, Mr Tau Morwe and Mr Kgomotso Phihlela and with full
and unanimous support of the Transnet Board recommended Mr. Sipho Maseko for
appointment as CEO. Mr. Sipho Maseko is recommended on the basis of the strength he
displayed against the compeatency profile and in comparisen with the other candidalos
who were interviewed. According to the assessment provided by the Board, Mr. Sipho
Maseko has also demonstrated the requisite track record to ensure the strategies and
processes will be put in place to ensure the drive for efficiencies and growth in Transnet
as well as the necessary finkages and support with the relevant role players and
stakeholders. These recommendations were submitted to the Minister of Public
Enterprises in writing on 18 June 2009 afong with detail on the assessment of the
preferred candidates. The recommendation by the Transnst Board is attached and

marked Annexure “B”).

3.3 Investigation of Procurement Irregularities at Transnet Freight Rail
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3.3.1

332

3.3.3

In December 2007, the Director-General of the Public Service Commission {PSC)
informed the Department of Pubtic Enterprises (DPE) of allegations of corruption reported
on the National Anti-Corruption Hotline against Transnet. In compliance with the
Prevention and Combating of Corrupt Activities Act No.12 of 2004, the PSC must report

such allegations to the DPE for investigation. The allegations involved a R650 miliion

locomotives tender against one of the Executive Commmittee ("EXCO”")} members of
Transnet Freight Rail who was afleged to have granted a tender {o an acquaintance long
pefore the tender was made public. [ should be noted that none of the candidates

interviewed were identified as allegedly being involved.

Recognising the serious nature of the allegations due to their nature and in the context of
Transnet and Govermnment's wide and long-term infrastructure investment programme, the
Minister requested the Board under the leadership of the Chairperson to investigate the
allegations and assess the irregularities and to brief the Department on the cutcome of the

satd investigation.

The Board instructed the Transnet management to investigate these allegations as well as

allegations made via Tip-Off Anonymous and in an ananymous undated fetter to the

former CEQ, Ms Ramos. Transnst management instituted an internal investigation
through Transhet's internal Audit Forensic Department (Ernst & Young). In its
correspondence of 9 March 2008, the Board provided the Minister with a summary report
py Ernst & Young on the allegations related to Transnet Freight Rail {TFR). Ermst &

Young found that::

® The Transnet Board granted approval for a contractor "ic provide Transnet with 50
“Line New" locomotives and that the condition for the approval is that Transwerk

would carry out alt engineering on assembly and maintenance”,

° The contract for the supply of the 50 “Line New" locomotives was signed on 1 May
2007 by the Chief Executive Officer of TFR, Mr § Gama;

. The Coniract did not take into account the resclution passed by the Board in
ensuring that “Transwerk would carry out all engineering on assembly and

maintenance”;

-
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In terms of clause 7 [of the contract], the contractor had to procure sub-contractors
prior to the Effective Date, and the agreements reached needed to be detailed and
set out in the format described in Schedule 005 of the contract. The signed contract
does not contain a schedule 805, and there was no contract in place between the

contractor and Transnet Raii Engineering;

As a result of not complying with the resolution passed by the Board, or alternatively
not complying with clause 7 of the agreement, Transnet may incur significant

additional direct and indirect costs.

In respect of : the process followed in awarding the tender relating to 212 Class 40
Diesel Locomotives was flawed. These findings were validated through extensive

consultations with Transnet own external legal counset;

the Chairperson of the Transnet Freight Rail Adjudication Steering Committee was
conflicted in that he had a relationship with a tenderer which had not been disclosed
at the time of the tender, and which at the very ieast created a perception of bias:

the scoring of the tender had been incorrectly performead:

there was no evidence of frauduient activity; and

there were other irregularities that were revealed with regard to another locomotive

contract.

3.3.4 in respect of the allegations referred to by Tip-Off Anonymous and an undated

anonymous undated letter, Ernst & Young found as follows:

The original RFP (RFP 1) reference number for the supply of security services was
incorrectly cancelied and replaced with a new process;

Subsequent to the cancellation of RFP 4, an additional 3 security providers were

identified;

The process of obtaining the 3 further security service providers was not clearly

documented nor communicated;
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o Confinement, evaluation and award of the security coniract was made to General
Nyanda Security Risk Advisory Services (Pty) Ltd. (GNS) with effect from 1
December 2007, However, there was no clear documentary evidence of the
confinement, evaluation and award to determine that the process was fair, equitable,
transparent, competitive, and cost effective as required by the Constitution and

PEMA;

* The evidence indicated that GNS was only registered with PSIRA on 8 June 2008;

s in terms of Section 20(1)(a) of the PSIRA Act, no person except a security service
contemplated in Section 199 of the Constitution may render security services for
remuneration, reward, a fee or benefit, un less such person is registered as a

security service provider in terms of the Act;

® It was confirmed that 2 company rendering services before being registered with

PSIRA, would be in contravention of the PSIRA Act;
v The GNS confinement was approved on 5 December 2007 by Mr Gama;

» in accordance with section 5.4.2 of the Transnet Limited Deiegation of Authority
Framework dated 30 October 2007, :Mr Siyabonga Gama did not have the authority

io approve the GNS confinement; and

° The contract for security services was only signed by TFR management on 4 June
2008, although services commenced on 1 December 2007.

3.3.5 | have been advised by the Board that although one of the candidates intenviewed, Mr
Gama, was not directly impficated in the allegations made and, as yet, conclusions
of fraud or criminality has not been reached, the findings raise concerns regarding
negligence andfor poor judgement by Mr Gama. | have been assured that Mr Gama
has had access to the findings of Emnst & Young to enable him to respond. in this
regard, Mr Gama has been requested to respond to a number of questions in order
to finalise the investigation and has been given an opportunity to determine the date
of his response. Mr Gama's response was received on 20 July 2009 and is currently
under assessment. In the Board's view, the maleriality of these findings cannot be

B
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ignored as doing so will be a breach of the directors’ fidugiary duties both in terms of
the Public Finance Management Act (PFMA) and the Companies Act.

3.3.6 In terms of section 51 of the PFMA, the Board must “take effective and appropriate steps
to ... prevent imegular expenditure, fruilless and wasteful expendilure, losses
resulting from criminal conduct, and expenditure not complying with the opsrational
jpolivies of the public entity.” The section further provides that the Board must fake
effective and appropriate disciplinary steps against any employee who makes or
permits an irreguiar expenditure or a fruitless and wasteful expenditure”. Failure by
the Transnet Board to investigate and institute disciplinary proceedings, where

necessary, may result in criminal iability an the Transnet Board under the PFMA,

34 Assessment of the Recommendations hy the Transnet Board

3.4.1 As Executive Authority and Shareholder Representative of the State, it is incumbent upon
the Minister of Public Enterprises to exercise the rights of the shareholder to appoint
the CEO of Transnet in general meeting. In keeping with company law and

'f.-""ébrporate good governance codes such as King lil, it is imporiant that the
shareholder engages in a meaningful and constructive fashion with the Board in
selecting a CEQ to lead the company. In this regard, finding a suitable candidate for
appointment as Transnet CEO considering the company's impact on the economy,
the magnitude of its infrasiructure build programme and giobal economic context, is

a task with high impact and potential risk,

3.4.2 In view of the recruitment process and consultations having been conductad during a
transition in administration, [ have enisured that [ am as comprehensively briefed as
possible to ensure that | am in a position to take an independent view of the
recruitment process and recommendations made by the Transnet Board in order to
decide whether the Board's recommendations should be endorsed.

3.4.3 I have also sought independent legal advice to ensure that the appeintment is concluded
with minimal risk to both Government and Transnet. Counsel advised that, although
as the shareholder representative | have freedom and wide discretion in terms of the
Transnet's Articles of Association to appoint the CEQ, it is important to note that the
Board is the most appropriate body to appecint -the CEQ since it is fully
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knowledgeable of the company's business and its needs as to who is best suited to

be its leader.

3.4.4 Fusthermore, the opinion highlights that the key criteria in deciding whether a candidate
should be considered for appointment should be whether such candidate is the most
suitable and best candidate for the position and any pending investigation against a
candidate should only become relevant once that particular candidate is found to be
the most suitable and best for appointment.  Should the candidaie under
investigation be found to be most suitable and best for appointment, it is then my
duty to establish whether the charges are “trumped-up” or trivial and should I find
that the charges are not “trumped-up” or trivial, then to decide whether in these
circumstances it would be appropriate to appoint the candidate under investigation.
| am advised that the question asked is not whether the candidate is guilty of the
allegations. | am further advised ihat should i find that charges against a candidate
are "trumped-up” or trivial and such candidate is the best candidate, | should be able
to evatuate the candidate in quastion against the other candidates, without reference

or consideration to the alleged misconduct and make an appeintment accordingly.

3.4.5 Based on my assessment of correspondencs, reports and consuftations with the Board, |

have concluded as follows:;

« Although the consultations between the Transnet Board and the Minister of Public
Enterprises were not always ideal, the recruitment process conducted by the
Board has been robust in assessing both internal and external candidates with
reference to labour law compliant {confirmed through indegendent fegal advice)
and internaticnally recognised screening techniques for one of the top and most
challenging executive management positions in South Africa today; and

« The investigation of alleged misconduct on the part of Mr. Siyabonga Gama is not
“trumped-up” or trivial but potentially significant and the Board will be failing in its
fiduciary duty if it does not complete the investigation in accordance with due

process;

s The Board is confident that the substance and method of the recruitment and
selaction process were kept discrete from the investigation;
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= At no stage did the Board indicate that it has shortlisted Mr. Gama as a second-in-
line preferred candidate to Mr. Pravin Gordhan and the Board embarked on an
extended search after the withdrawal of Mr. Pravin Gordhan as it was not
confident that the other candidates available, including Mr. Siyabonga Gama,

ware suitable for the position;

= | have had an opportunity to peruse the independent assessments in respect of all
the candidates interviewed by the Board and have confidence in the
recommendation by the Board that Messrs Sipho Maseko, Tau Marwe and
Kgomotso Phinlele are, in the order of preference, the most suitable candidates
for appointment as CEQ; | have not as yet taken a decision to discuss these
assessment reports with the individuals who conducted the psychometric
assessments. For ease of reference, | have aitached these assessment reports

as Annexure “C7;

» In the interest of establishing leadership stability at Transnet, an appeiniment of a
CEO be made without undue delay and that the ultimate criteria should be the
confidence that the Board and shareholder has in the competence of the

candidate to lead the organisation.

3.4.6 Accordingly, l intend approaching Cabinet via the Infrastructure Development Cluster, with

a view to approving my recommendation to appeint Mr Sipho Maseko as the CEQ of
Transnet, as also recommended by the Board. | am particularly informed by the risk to
executive management stability at Transnet at a time when it will be approaching the
capital markets to fund its build programme, its ability to remain focused on delivery and
the morale of its Executive Managemsnt. | have been advised that Mr Sipho Maseko may
be re-considering his availahility due to the protracted recruitment process and that Mr.
Chris Wells is also expressed a concern about the impact of negative publicity regarding
the appointment of the CEQ. Regarding the position of Mr Siyabonga Gama, the Board
has assured me that it will continue to ensure: that due process is followed in the
investigation involving him and that he is not prejudiced. Should any litigation follow from
the investigation, it is best processed discretely from the appointment of the CEO. | have
been informed that whilst the Board may be willing to work with Mr Siyabonga Gama,
should he be appointad, senior management executives may opt to leave the company.

66
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3'.4.7 in the event that Cabinet does not approve the appointment of any of the preferred
candidates recommended by the Board, consideration should be given to commencing a
new process of recruitment and selection conducted by the shareholder in order to
immunize the process frorn any further controversy. However, in the interest of the

company, this is not a preferred route to follow

FINANCIAL IMPLICATIONS

MNone for this memo.

RECOMMENDATION
it is recommended that the President:

511 notes the contents of this memorandum,; and

51.2 approves the submission of a Cabinet Memorandum recommending the appointment of

Mr Sipho Maseko as Transnet CEC.
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03 July 2009

Per E-Mail : Sandra.coslzee@dpe.gov.za

Dear Sandra

Appointment and Removal of Direcfors of State-Owned Entitles

1. intreduction

1.1. We have been instructed to investigate the broad principles which should be applied fo the
appointment and removal of direciors of state owned entifies (“SOE"s), with pariicular

reference to the sppointrent and removal of Chief Executive Officers ("CEO”s).

1.2 The gaverning provisions relating fo the appointment and removal of directors of SOFs can

be found in @ number of sources -

1.2.1. in the first instance, provisions relating to the appointment and removal of the

directors of a specific SOE may be found in the enabling legisiation of that

particular SOE in the event that such SOE was eafablished by leglsiation;

1.2.2. In addition there may be other legisiative sources and instruments which govern

the appointenent and removal of directors of SOE's including :-

1221

1222

1.2.2.3.

1224,

the Companies Act, 61 of 1973 (the “Existing Companiss Act”);
the Companies Act, 2008 {{he "New Gompaniss Acf');
the Public Finance Management Act, 1 of 1989 (the “PFRA™); and

the Protocol an Corporate Governance in the Public Sector (the

FroGU )

direclors &
wecutives

ecvard mothan sonnenbergs Incorporatad  reglstratfon nimber 200EA1BZ00/21

M.M. Katz (chalman) P.0. Feber (ehiaf sxeculive) © M. Mgudiva (dépoly ehief exscutivel  R.1 Aleock  AD, Mexander R. Appelbacim  G.C. Badenhorst* L Balkin A, Bennelt
JP, Blignawt L. Blignaut* A Srand* I Brodbeck” T. Buchler T,Colmayer V.O. Chaplin B.N. Cénradle B Croome”  P.H. Caonfnt P.J, Dachs . Daniels (.5, Damct
GE deSmit P, Deacroizitles L. Donaldson ‘B.du Plessis* | do Plessls §.C. 80 Praez F. Ebrahim E. Ellis B, Feber . Famand K, Fazel A, Feinstein® MJ, Felnsteln!
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1.3.

2.2,

1.2.3. generzlly the specific provisions ralating to the appointment and removal of
directors are found in the constitutiona! documents of each individual SOE and
thus may well differ from one SOE o another,;

in {his memorandum we have undertaken a comprehensive review of all the general
legislation and poilcy documentation referred to in paragraph 1.2.2 above. In doing so we
deal not only with the appointment and remaoval of directors generally but also with the
position of the Chief Executive Officer ("CED").

isting Companies Act

Geoneral

The Existing Companies Acl does not distinguish SOEs from other categories of companies
and accordingly, the provisions applicable to alf companies also apply {o SOks. Seclion 8 of
the New Companles Act doas enable the Minister to make specific provisions for S0Es,

Appointment of Directors

2.2.1. Section 208 of the Companies Act provides that every public coimnpany-siall
have al least fwo directors and every privale company shall have at least one
director.

2.2.2 The Companios Act provides that prior io the appointment of any directors of

the company, ali of the subseribers to the memorandumn of the company shaill
be deemad to be directors of the company and that the first directors may be
appolnted in writing by a majority of the subscribers to #is memorandum.

223 The appointment of each direcior of a comipany shall be voted on individually,
by ordinary resolution at a general meeting of the company. The general
mesling of a campany, may, however, unanimously agree {o pass & motion to
appolnt two or more persons as directors in a single resolution before stich

resolution.

224, A persan who is appointed as a director shall lodge with the company hisfher
wattien consent. tn sueh annnintment ih thia prescribad form within twenty elaht

days, or such longer period as the Registrar may allow, after the date of such

appeintment.

2.2.5 Unless the arlicles of a company provide 1o the confrary, a casual vagengy.

arising from the removal or disqualification of a director of the company that is
not filled at the same meeting at which the director Is removed, may be filled &8s
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2.3

2.4,

a casual vacancy in accordance with the procedures stipulated In the articles of

the company.

228, Section 214 of the Exisling Companies Act provides that the acis of a director of
a company shall be valid notwithstanding any defect that may afterwards be
discovered In histher appoiniment or qualification.

2.27. i# & diractor of a company is required In terms of its arficles to hold agpdified

number of qualification shares and does not hold such qualification shares, the
director will be required to vacate histher ofiice i he does not obtain such
qualification shares within two ‘months, or such shorer period as may be
provided in the company's articles, from the date of his/her eppointment and
shall not be eligible for re-zppointment undil hefshe has oblained such

quakification shares.

ralification of Ditectors

In terms of sections 218 and 219 of the Exsling Companies Act ceriain -peradns are
disgualified from being appointed or acting as directors of a company. The persens who are
per se prohibited from acting as directors of a company include & body corporate, a minor or
any other person under legal disability. Unless a courl otheswise authorises, an
urrehabilitaled insclvent, 2 person removed from office on account of misconduct, a person
who has at any time besen convicled of garigin #sled offences and a person who has, in
terms of an Act of Pariamant, bean remaved from office for not being a it and proper
perscn, shall be prohibited from acting as a direcior. Furthermore, there are certzin
clroumstances in which a court may makes an order directing that a person shall not, without
the leave of the court, be & director of a company.

2.4.1. A company has & statutory right to remove a director, without cause, befare the
end of hisfher period of office by passing an ordinary resolution at 2 general
meeting. Seclion 220{1) of the Existing Companics Act provides that:

"A company may, nofwithsianding enything in s memorandum or arficles or in any
AGreaont BERNERN & 4NT ENY OISCION, DY FeSOILLCN refIove 8 EHUGIOL BoNs i XU
of his period of office.”

2.4.2, ‘The following procedure for the rémoval of a director in terms of section 220 of
the Existing Companies Act must be complied with:

2.4.2.1.  special notice shall be lodged with the company of any proposed
/

resclution to remove a director, or fo appoint anv persen.in the
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243

2.4.4.

2422,

24.2.3.

2424,

4

siead of a director so removed at the meeting at which the director
is o be removed.

when the company receives the notice of the proposed resolufion,
the company shall immediately deliver a copy of the nofice to the
director, The director is entiied to be heard on the progosed
resolution at the meeting, whether or nof the director is & member of
the company (s 220{2)).

the director is entiled to make representations tegarding the
proposed resolution for removal. If the director makes
representations in wriling which do not exceed & reasonable length
and requests that the members of the company be nolified of the
reprasentations, the company shall, unless such representations
are received too late, stale that such representafions have been
made in any nolice of the resolution given fo the company's
members. The company shall also. send a copy of the
representations to every member fo whom nofice of the-ﬁfﬁ;ée'tésg is
sent, whether the notice is sent before or after the company .ﬁas
raceived the representations (s 220(3)).

the director may require that the representations be read at the
mesting, if a copy thereof has not been sent fo the members for
whatever reason (s 2206(4}).

Thie &lféct of s 220(%)(a}) Is thatdirectors da nothave sacurity of tenure. Conirol

of the company may at any time be resumed by the shareholders. In Bariows
Manufactering Co Ltd and Others v RN Barrie (Piv) Ltd and Others, Coniadie J

stated:

“Save whers, In ferms of an agreement binding the menibers of a company and
a director, the members are precluded from voling for the removal of the
divector from office; a direclor tas no securly of tenure, Seclion 220{1 )(a) of the
Companies Act 61 of 1973 provides that a company may, Bobyil 3

anything in its memorardum or arficfes, or In any agreement between n‘ and a
OHector, ny FOSMUICN BTROVE - (mi‘l z}ﬁm m:tur& m wq.m ¥ w ina sma wr

‘eﬁecﬂve confm! o

If a director’s removal from office amounis to a breach of contrast he may have

a claim for damages against the company. In Nelson v James Nelson & Sons

: /’
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245,

5

Lid ihe board of directors agreed to appoint a director as managing diresiof” for
an Indefinite period. In terms of the articles the directors could make the

appointment “for such period as they desem &, and may revoke such
appoiniment.” \When the managing director was removed by a board resolution
he sued for damages. It was held ihat the boards’ power to make the
appointment was not unfeliered and their right to revoke the appointment in
terms of the articles only existed if the agreement specifically so provided. The
agreement contained no such provision and it was accordingly held that the

dismissed director was entitled to damages.

Whare a direclor has been appointed but hisfier term of office has not been ‘

fixed, the company may at any time remove him from office. In Appel v Sher

and Others, Claydan J said:

“The first quesiion ic be decided s whether the company has the power lo
remove from office a directar appeinted for no fixed term. "if therz is a company
in which no provision is made by the Anficles of Assooialion that e director shail
remsin a dirsclor for g fixed period there ssems lo be no reason why the
compary which appolnted him a director should nof declde that he is no longer
o be a direclor, apart from any question whether thel act Is in breech of an
untlertaking to the director as director and nof as shareholder.

Thers Is then no vardance of “the confract enterad into between the members),
the Articles of Assaciation, end no need first lo after that confract in accordance
with ilseff so that what is done becomes an act consenant, and not al variance,
with that confract. In the present case the Articles of Assucialion are quile sifent
as fo the term of office of a diracior, They only provide that there are to be
directors. If the Arlicles of Associationr are read afone i seems fo me that the
company can appoint a director and then, when It pleases, remove thal
directorf faf 228-9]. Notwithstanding the aforegoing, and without derogating
from same, & director may alsc be removed by resolufion if so provided in the
sompany’s Arficles of Asssclafion, Oftentime an arficle s inserfed in the
company’s Aicles of Asscclafion which states that s direclor may be removed
by resolution in writing signed by all s co-directors.”

The New Companles Act will repeal the Existing Corspanies Act cn a date to be
preciaimed. . The New Companies Act was signed by the President on 8 April
2008 and Gazeited on 9 April 2009 under Gazefte number 32121 {Notice No.
421). The New Companies Act'comes into operation on a date fixed by the
President by proclamation In the Gm%a, which may not be earlier than one
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32

31.2.

3.2.4,

3.2.2.

3.2.3.

Appoinimani

year following the date on which the President assented fo the New Companies
Act. it Is expectad to come into force in July 2010,

The New Companies Act recognises SOES as & separate and distinct category
of company, and defines them as follows:

“state-owned company” means an onforprise that is registerad In terms of this
Act as & company, and either-

{2} falis within the meaning of “state-cwned enlsrprise” in terms of the Public
Finance Management Acl, 1999 (Act No. 1 of 1898); or

b} is owned by e municipality, as contemplated in the Local Govermnment:
Municipal Systems Act, 2000 (Acf No. 32 of 2000), and is otherwise similar
to an enterprise listed in paragraph (a); ~

Section B of the New Companies Act provides that all of its provisions that apply
{o public companies shall aiso apply to SOEs.

of Directors

Section 66(2) of the New Companies Act provides that the board of a public
company shall comprise at least three directors. Section 88{11) provides that
anyy failure by a company at any time o have the minimum number of divectors
required by the New Companies Act or its mernorandum of incorporation {which
is the document which replaces the memorandum and arficles of association of
the Exisling Compzanies Act), does not limit or negate the authority of the board
or invelidate anything done by the board or the company.

Each incorporator of a company shail serve as a director of the company. f the
number of incorporaiors of a company is fewer than the minimum number of
directors required for the company in terrms of the New Companies Act or jis
memorandum of incorporation, the board is required to call @ shareholders'
meeting within forly business days afier incorporation of the company fo filf any
vacancies on the board.

Directors of a company are fo be elécted by persons entitled to exerciss voting
rights In respect of such election, to serve for an indefinite term, or for such term
as is specified in the company’s memorandum of incorperation. The New
Cormpanies Act has Inlroduced a measure of flexibility regarding the rights that
may attach to a share. Therefore, shareholders need not necessarlly have the
same voting rights in respect of the elsction of directors.
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3.2.4.

3.2.6.

3.28.

3.2.7.

Each candidate for election as a director shall be voted individually at a general
mesting and in each vote to fill & vacancy on the board, each voting right may
only be exercised once, A vacancy will only be filled if a majority of the vollng

rights exercised support the candidate.

Unless the memerandum of incorporation of e company provides to the
contrary, if a person ceases fo be & director and a vacancy arises on the board,
such vacancy may be filled by the board on a temporary basis, until such time
as the vacanoy is filled by election at a general meeting,

Seclion 20 of the New Companies Act deals exiensively with vacancies on the
board, including what constituies a vacancy and how the various types of

vacancles should be filled.

An entirely new feattire of the New Companies Act is containgd in section 66{4)
thereof which allows for the appoiniment of directors other than by the
shareholders. Section 86(4) of the New Companies Act reads as follows -

“86 (4) Acompany's Memorandum of Incorporation -
(&} may provide for -

{f the direct appoiniment and removal of one or more
directors by any person wha is named in, or delermined
in terms of, the Memorandum of incorperation;

(i) aperson fo ba an ex offficio direcior of the company as a
consequence of that person holding some other office,
HiHe, designation or similar status, sublect {o subseclion
{B}a); or

{iiy the appointment or election of one or more persons as
aliernate directors of the company; and

(6) in the case of a profit company other than a state-owned

anmnpany st oravide for tha alection hv shareholders of at
least 50% of the directors, and 50% of any allernate

directors.”

The new feature that arises from the provision of section 66{4) of the New
Companies Act is that it permits of the appointment as directors by persons ofher
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3.3.2.

than shareholders. In the case of & company for profit other than a state-owned
company at least 50% of the directors must be elected by the shareholdars.

Sactlon 89 of the New Companies Act provides that & person is ineligible to be
a director of @ company if that persen is a juristic person, an unemancipated
minor or under similar legal disabllity. or does not satisfy any qualification set out
in the companys memorandum of Icorporation. Certain persons shall
furthermore be disquatified from acting as direstors, including an unrehabilitated
insolvent, & person prohibited in terms of a public regufation from being a
director, a person removed from office on account of misconduct and a person
who has been convicted of certain listed offences.

A person so disqualified shall not be prohibited, however, from acting as a
director of & private company if alt of the shares In that company are held by
such disqualified person alons or such disqualified person fogether wii&
persons relaied to him who have consented in wrlling to histhergppokidment as
director,

34, Removal of Directors

341

3.4.2

3.4.3,

Section 71 of the New Companles Act provides that:

“despile anything fo the contrary in a compery’s memorandum of incormoration
or nles, or any sgreement batween a company and a direcler, or batwesn any
skarcholders and a direclor, a director may be removed by an omdinary
resolufion adopled at e shargholders meeting by the persons enitied fo
exercise voling rights in an efsction of that directer”,

it is to be noted that the provisions of section 71 of the New Companies Act for
the removal of directors by shareholders applies only in the case of those

directors who are eppointed or elected by the shareholders and not to other

directors who, pursuant to the provisions of section 8694), are eppeinted by
persons other than shareholders.

The following procedure for the removal of a direcior In tarms of section /1 must
be complied with:

3.4.3.4.  the direcior concernad shall be given notice of the meeling and the
proposed resolution, a least equivalent to that which a shareholder
is entitled to receive, imespective of whether the director is a
shareholder of the compaty, and
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4,

i

2,

.(3

3.4.3.2. the director shall be granied a ressonable opporfunity to make a
presentation, in person or through a representative, to the meeting,
before the proposed resolution is putfe a vote,

3,4.4. H a company has more than two directors, and a shareholder or director has
sifeged that a director of the company has become ingligible or disqualified
other that on the grounds set out in section 69, or incapacitated to the axtent
that the diractoris unable to perform the functions of a director and is unlikely fo
regain capacily within a reasonable {ime, or has neglected or been derelict in
the performance of the functions of a director, the board may resolve to remove

such direcior,

3.4.5. In the circumslances contemplated in paragraph 3.13 sbove, the direcior
cancernad shall be given:

34.51. notice of the meeiing, together with a copy of the proposed
resojution and 2 statement setting out the reasons for the resolution,
with sufficient specificity to reasonably permit the director to prepare
and present 2 response; and

3.45.2. a reasonable gpportunity to make a preseniation, In peson or
through a representative, fo the meeting before the resolution is put

{o the vols,

The PFiMA is silent on the appoiniment of directors of SOEs, and only regulates their
removal In certain circumstances, namely in cases where the “accounting authorily” (i.e. the
board, or the hoard of its holding company} is guilly of “financial misconduct” as
contemplated In section 83{1) of the PFMA.

Section 83(2) of the PFMA provides that *if the accounting authorily is a board or other body
consisting of members, every member is individually and severally liable for any finandial
misconduct of the accounting authority”.

e - - S g B e et B A R i i e rora? da Tauns o s van nea Thha al &-.w...yt.k
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misconduct, the beard andfor the particular members should be suspended or dismissed.
Ssction 83(4) of the PFMA stipulates that “Financial misconduct is a ground for dismissel or
suspension of, or offser sanction against, & member or person referred to In subsection (2) or

(3} despite any other legisfation”
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4.4,

4.5,

4.8.

47.

4.8.

In terms of reguiation 33.1.3 of the National Treasury Regulations' issued under the PFMA,
the executive authority of the SOE (being the relevant government Minisier responsible for
the entily) is obliged, where a board member is allaged o have commitied financlal
migconduct, to initiate an investigation info the matter. Should the director be found guitty of
miseandust then the executive autherity must ensure that the appropriate disciplinary steps
are teken. This can include the removai of the director from histher position in terms of
seciion 83{4).

Additionally, we note that the Regulations to the FFMA make provision for shareholders
compacts, which are compuisory agreements eplered into between the SOE and the
refevant executive authority on an annual basls. Regulation 28.2.1 states that “The
accounting authorily for a public enfity listed in Schedule 2, 3B or 3D must, in consuliation

with ifs exscufive authorily, annuelly conclude a sharsiolder's compact.”

Raguiation 29.2.2 provides that the shareholder's compact must document the mandated
key performance measures and indicators to be aliained by the public entity as agreed
betweaen the board and the executive authority, Thus, the purpose of the compact appears
to be akmed at performance as opposed {6 formal procedures (such as the appoiniment or

remaval of directors).

While the Regulations do not expressly limit the scope of what matters may be agreed and
provided for In the shareholder's compact and so it is technicaily possible for the compact o
deal with the appointment and removal of directors, we are not currently aware of any SCE

shareholder's compacts which do so.

Finally, the definition in section 1 of the PFMA dealing with "Ownership Conlrol® does not
detract from any of the aforegoing observations, "Ownership Control® is simply a defined
term and does not confer any powers on any party; on the contrary the converse s true in
that the concept of “Ownership Control® presupposes the possession of the powers referred
ta in the definition but does not grant those powers.

5, The Protoco!l

5.1.

General

The Protocol was published by Depariment of Pubiic Enterprises in 1887 wath a view to
inculcating good govemnance in the BOCS Tack itz with the King Code of 2002 (King
). The Protocol thus does not have legislative effect but sets out the principles of corporate

' BGNR 225 of 15 March 2008,
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5.2

5.3,

5.4,

goverance for SOEs. The Protacol aiso deals with the appoiniiment, disqualification and

remeoval of directors,
Appointment of Directors

5.2.1. The provisions relating to the appointmant of directors are found in. Section
5.1.6. These are very general.

"5.1.6.7 The performance of the SOE depsnds on the capabifities and
performance of its board. i is fherefore mperative that when
appolniing directors, the shareholder should ensure thal the
beard is properly consiituted. In thiis regard, the board should, at
all times, comprise of individuals with integrity and accountabifity,
compaiencs, relevent and complimenfary skills, experlpnce and
expertise. This Is aimed af avoiding possibie dominance by any
one director or blocks of direclors and, sbove all, ensuring
commitment fo the stccess of the SOF and the salisfaction of the
shareholder.

51862 The board should, preferably comprise a majority of non-
exaculive directors and each director's appoiniment should be in
writing and fimited to a maximum period of three years...”

Digquaiification of Directors

Section 5,1.1¢ of the Protocol provides that any individual who holds the position of director
in an SOFE, may be disqualified on the grounds of legal disabilily, Insolvenay, misconduct
requiring or justifying removal from the office of trust, or ciiminal record, for example thefi,
fraud or forgery. Any individual who is disqualified from being a director cannot hold {or
continue to hold) the office of director, Any contravention of this principle may atiract criminal
fiabifity for the individual in question and any other director who knows, or should have
known that the sald individual is or was so disqualified,

Removal of Directors
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subject fo the tesms and conditions of the employment contract, remove a
director prior to the completion of this term of office.”

5.4.2. The Section further provides that — “In the event of the SOE not performing
satisfactorily, the shareholdér may Iniliate prompt remedial action, including
dismissal of the diracior, more parlicularly, in the case of failure to keep the

= 52A
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5.5,

shareholder adequately informed and In siwatlons  of  ongoing
the business.”

nance in respect of financial and other aspects of the aperation of

5.4.3. The Profocol recommends that directors be appointed only for periods of 3
(three) years. Section 6.1 provides that at the expiry of the three-year period of
appointment or such ofher shorler period as the circumstances may demand, a
director's term of office shall lapse. Subject lo the directors’ performance and
their skills continuing to be relevant to the business, they may be re-appointed

for a second term of three years.

Provisions relating specifl

55.1. The Protocol provides that the board of an S8OE has absolute responsibility for
the performance of the SOE and is fully accountable to the sheareholder for such
performance.

55.2. The board therefore is responsible for, infer alla, giving sirategic direction {o the

SOFE concemned, ensuring that an effective succession plan is in place for all
diraclors and key executives and, in concurrence with the sharehoider, appoint

the CEQ.?

5.5.3. Section 5.1.3 provides that unless otherwise agreed In a shareholdars'

agreement or shareholder compact gm‘emﬁg & SUE e Shareholder for such
enterprise should appoint the CEOQ in consultation with the board about is
preferred candidate for the position and allowing the board sufficient time fo
consider the candidate and 1o respond prior to the appointment being made.
Section 5.1.6.1 further provides that when appointing directors, the shareholder
should ensure that the board is praperly constituted.

§.6.4. In ferms of Section 5.1.6.3, in the event that a SOE is not performing
satisfactorily, the shareholder may initiate prompt remedial action including

dismissal of a2 direcior.

2 Clause 5.1.1.1
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6. The Articles of Association of a Company

6.1.

8.2.

6.3.

64,

The Adicles of Associafion of a company, fogether with a Memorandum of Association
constitute the constitution of the company. The Articles of Assoctation typically provide for
the governance of the company, inciuding -

8.1.1. the allocation of powers as belween the directors and the shareholders;

6,1.2. the method of appoiniment and removal of directors;

6.1.3. the procedure for the convening of meetings at director and shareholder level,
the guorum for such meatings, the majority of votes required lo pass a

There is sinsiderible flexdbility as to the provisions thal may be conlained In Articles of
Association regarding matters relating fo the governance of companies, In this regard the
New Companies Act will provide even greater flexibility than the Existing Companies Act
with regard fo the governance of companies.

Having regard to the flexibility as to the provisions thal may ba confained in Arlicles of
Association ragarding matters retating fo the governance of companies it may be painted out
that the Articles of Association may contaln specific provisions relating to the gppelntment by
a company of lis CEQ, Including any one or more of the following -

8.3.1. that the CEO must be appointed from ons of he existing directors of the
company or must be appointed as a director If the CEO was not akeady a
direcior,

8.3.2. that {he dirgctors must eppoint the CED subjest io the approval of the
shareholders; :

6.3.3. that the directors must nominate a CEO who must be appoinied by the

sharsholders; and

5.3.4. that the shareholders must appoint the CEO without any nomination from the

directors,
Hahlo’s South African Company Law Through The Cases Sixth Editlon states at page 252 .-

“A director may hoid office under the asficles; under s service conlract entirely independent
of the articles; or under a service contract which, expressly or by implication, gmboiies the
relevant provisions of the articles. Should a service contract embody the relevant provisions
of the arficles; it is a matier of construction of the contract whether the company has retained
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7.

the power to change the terms of the confract uniiaterally by altering the arlicies. As a rule,
pert-fime ‘outside’ direstors hold office under the arlicles, which full-time ‘inside’ directors

hold office under service contracts.”

8.5. In the absence of any specific provisions contained in the Adicles of Association of a
‘company relating to the appointment of a CEO of that company, the following general
principles of company law would apply -

B.5.1. the shareholders would appoint the direclors; and

8.5.2. the beard, pursuant fo s funclion of directing and managing the company,
would appoint the CEQ as an executive of the company as they would appoint
alf other senior members of management.

Histending anything to the conirery In the Articles of Assodiation a director may at any

6.6, Nobaih
time, in terms of the Existing Companies Act and the New Companics Act, be removed by

an ordinary resolution of sharsholders even without cause.

The Relatloashio Between The Articles of Association of a Company and 8 Sharehoiders’®

74, In terms of existing company law principles it has bsen heid by the Supreme Court of Appsal
n E-;ohkké__and Schneader_vs Wesiles Minarale Elendorms Beperk 197

shareholders’ agreament has been concluded and the parliss to that agreement are the
company and all the membears of the company then the provisions of that shareholders’
ageeament would prevail over the provisions of the Aricles of Associalion 1o the extent of

any conflict between the two.

7.2 in terms of section 15(7} of the New Companias Act any provision in a sharsholders’
agreement that is inconsisient with the Memorandum of Incurporation wifl, to the extent of

the inconsistency, be void.

8.1. You will recall that Advocate Wim Trengove SC previously gave us an opinion relating to the
constifution law principles applicable io the exercise by the Minisier of Public Enterprises of
her powers a3 the representative of the State in its capacity as shareholder of an SOE.

8.2. As ‘requssted, | aftach herewith a ocopy of the aforementioned opinion of
-Advpcate Wim Trengove 5C.
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g Kindly agknowledge recelpt.
Kind regards

Yours sincerely

Chairman

Ceo Ms Ursula N Fikelepi
Mr Nkhangweni Ndou
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INTRODUGTION

The Dapariment of Public Enterprises seeks advice ont a number of queslions relating
io the powers and fupclions of the Minister for Public Enterprises in relafion o the
control of state-owned enlerprises. The Depariment is particularly interested in the
Mintster's powsrs In relation to the appointment, terms of office and removal of the
Chisf Execuilve Officers of SOEs. [ts questions relate to SOEs generally but we have
also been asked lo focus more specifically on Tranenst and South African Alrways.,

pr Michast Katz has been asked ko focus on the company law aspects and Mr Marlin
Brassey SC on the labowr iaw aspects af the advice the Depariment seeks. | have
been asked to foous on the consiitutional faw aspects. | shall do s0 and, where | stray
Into company law or labour law territory, i is only because these areas of law overlap
with constiulional faw and are not clearly demarcated. | obviously defer io Mr Kaiz
and Mr Brassey on thelr areas of expertise.

| shall confine my discussion to the SOEs actountable lo the Depariment. They are
according {o Its website, Alexkor, Brondband Iifraco, Denel, Eskin, PEMR, SAA, SA
Express, Safcol and Transnet. The siate of course swns a wide varlety of other SOEs
accountable to oiher deparimenis of state.

THE STATE AS SHAREHOLDER

The SOEs are iypleelly companies of which the siate is the sole or msjorily
shareholder. The Minister holds the shares and exerclses Ihe tights under them on
behaif of ihe stale.!

The enabling statutes under which the SOEs were Incorporated, generally do not

Aaflna tho nasnre ond foimatinnn nf 3hn alnds oo slhofabaddam imf e QMNIEA - e sectomee
RS UNT N AETR TSR A B e e R S S A

Soe for inslance s 4 of the Alsxkor Limited Act 116 of 1992; s 3(3) of the Broadhand Infraco
Act 33 of 2007; s 3(3) of the South Alrlean Allways Act & of 2007; s 3(3) of the South African
Express Aot 34 of 2007; s2{4) of the Management of Stats Forests Act 128 of 1992 ang
s5:242% and (3) of the Legal Successlon fo the Seuth Afrlcan Transport Sarvices Act 0 of
1689.




are accordingly those conferred on the state as sharsholder under the memorandum
and arlicles of association of every SOE read with the provislons of the Companlas Act
61 of 1973

5.1,

5.2,

The staie’s powers as sharcholder typically Include powers relating to the
appointment, terms of office and removal of direciors of the SOE incjuding Its
CEO, but the naiure and extent of these powers depend on the memorandum

and arllcies of each company,

The Gompanies Act of course also includes very miahy powers vested in
shargholders generally. They include the power to remove directors from
office in terms of s 220 and the restriction on the paymeni of compensation fo
directors for loss of office imposed by s 227(1). These are however matters
within Mr Katz's domain,

THE EXERCISE OF THE STATE'S RIGHTS

8.

ife

The Minister holds the shares In the SOEs and exercises the rights under themn, on
behall of the state, The stale is the shareholder. The Minister Is mersly ithe

fun

ohaty who holds the shares and exercises the rights on his behalf. The Minister

does so in the exercise of the execulive powers of the state.

The exarcise of all executive powers of the stale, is regulated by the Conslitulion:

7.1,

7.2,

‘The President has two capagities under the Constitution. He is both head of
state and head of the national executive.?

in his capacily as head of state, the Presldent exerclses a range of spacified
powers and functions entrusted fo him in that capacity.® He does so on his
own and without parficipation of his eabingt,

2z

3

Sections 83(a) and 84(1}.

Seclion 84(2)

85




7.3,

74,

7.5,

in his capacily as head of the nafional executive on the cother hand, the
President acls logether with the members of his cabinel. Section 85(2)
provides that thay do so jointly by,
“a)  Implomenting national legisiation excepl where the Conslitution
or an Act of Parffament provides otherwiss;
{b) d@wfapifig and lmplermenting natlonal polfcles;
(c} co-ordiﬁating the functions of stale deparimonis and
administration;
{0} preparing end infflating legisiation; and ¢
fe}  performing any other exsculive funclfon provided for in the
Censtifution or in nafional fegisfation.”

The individual members of csbinel are responsibie for the powers and
functions of the execulive assigned fo them by the Presidant* Even when
national fegislation entrusts powers and functlons fo a pariicular minister, the
President may {ransfer them to any other membei of cabinet 8

The members of the cabinet are accountable collectively and individually to
Parflament for the exercise of their powars and periormance of their
functions.®

The mﬁsimﬂaﬁs of this constitutional scheme for the exercise by the Minlster of the
state’s powesrs as shareholder of the SOEs, ars as follows:

8.1

It is.the.prerogative of cabinet In terms of s 85(2){b} of the Constilution, to
develop naflonal polloy, Gabinet may, In the exercise of this power, deve!op a

.poilcy on SOEs. it may determine, not only whether hafo showid be such &

85 What it Is and to what level of detail It goes. The only limitation

&ﬁm 92(1)

‘Beilions 57 and 98

Saction 92(2)

86




on this cabinat prerogative {s that the pollcy must be consistent with and may
not contradict national legisiation.

8.2, It is in the first place for the Minister to determine how to exerclse the state’s -

powars as sharehoieier of the SOES on its bﬁbﬁ_g If cabinet has however
'?dm”#ﬁgd a pollcy on the maltar, then she is bound to exercise her powers
within its parametars.

8.3. The Minister may consult cabinet on the exerclse of her powers but is not

obliged to do sé.m Whather she does so, Is in the first place a matier of cablnet
' proiocoj and custom but net iaw, and In the second place a mafier of peraonal

discretion.

84, - The Ministeris bound in law 1o exarclse her powsrs in accordancs with thess
rules. it does not follow howsaver that, i she fails to do so, the exstoise of her
powers is Invalid. Despile a High Court judgment o the conlrary,” | am of the
view that the Minister's exerclse of her powsrs remaln vaitd in law even if she
falls fo adhere to national policy defermined by ¢abinel, The external valldity
of the Minlster's conduzct does not depend on her compliance with the intemal
policy faid down by cabinet. The remedy for any faliure by the Ministsr o
adhere to cabinet polley, is for the President to dismiss her from cabinst in
terms of s 81(2} or o sirip her of har powers by transferring them to another
member of cabinst in terms of s 87 of the Canstitution,

THE PFMA

9.

The Depariment asks whether the Public Finance Management Act 1 of 1999 has a
bearing on the Minister's exerclse of the siale’s powers as shareholder of the SOFEs,
The answer Is that It does not do so directly. What it doas though, is to Impose a
range of duties on the boards of the SOEs in relation fo the contrel and management
of thelr affairs.

7

President of the RSA v Eisenbarg & Assaclates 2006 {1) SA 247 (G} 258
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10, The PFMA makes different sets of rules applicable to different categories of organs of
state. The SOEs are generally classifled as “public eniifies” listed In Schedule 2 of the
PFMAE  Section 49(2){5) provides that the board of such a pubilc enlity Is iis

ae@omfhg aufh'orlfy Secﬁons 46 [0 62 Tmpose a ra range of dulies on the boarrj of a

“‘puhiic.ﬁnittg In %5 vapasliy as its accounting autherlty, They include the following:

10.1.  Section 50(1) recognises thal there Is a fiduciary relationship between a public
ontity and its board, it provides that the board must,

“a) exercise the duly of uimost care fo enhsure reasonabls
protection of the assats and records of the public entily;

(b} act with fidefity, honesly, integrily and In the besf inferesis of
the public enfity v menaging the financial affairs of the publle
enifty:

{fo}  on roguest, disclose {o the sxecuilive authorlty responsible for
that public entlfy (fhat Is, fo the Minfster in the case of the
8CEs) or the leglsfature fo which the public enfity fs
accountable, all mafedal facts, Including fthose reasonably
disoovarahble, which In any way may influsnce the dedision or
aclions of the exscullve authotity or that legislalure; and

{d)  seek, within the sphere of influsncs of that accounting
authiorlly, to prevent any prejudice o the financial interesis of
‘the stats.”

10,2, Interms of s 53{1){b)), the board of a public entily must,
“take eoffoctive and appropriate sleps fo ... prevent [megular
sxpendiiure, fruifless and wasleful axpenditure, losses rasuilting from
criminal conduct, and expendiitre not complying with the operaflonal
policies of the public enti{y.”

10,3,  Seclion 51{1}{e)il) provides that the board of a public entlily must take
“sffective and appropriale disciplinary steps” against any employee of the
public entity who “makes or permils an lrrogular expendilure or a fruitless and
wastelul expendiiure”,

8 Scheduls 2 classliies them as "mafor ptibllc eniiflos”.
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104, In terms of s 54(2) the board of a public entity must, before ¥ enlars Inle
certaln iransactions, submit parficulars of the lransaciion to iis “sxsculive
authorfty", that Is, to thae Minister in the case of the SOEs, for approval. The
transactions subject {o this requirement are,

- Ihe establishment or participation in the establishiment of a company;

- any particlpation in a significant parinership, trust, unincorperated joint
veniure or similar arrangsments;

- the acquisition or disposat of a significani shareholding iIn a company;

= the acquisiiion or disposal of a significant assef;

- the commencement or cessation of a significant business aslivity; and

- a significant change in the naltire or exient of its interest in a significant
parinership, trust, unincarporated joint veniure or similar arrangemeant.

10.5.  ifthe board of a public entity wilfully or negligently,
~ falls fo comply with any of these requirements, or
- makes or permits any irregular, frulfless or wasteful sxpenditure,
then ihe board itself Is gulily of financial misconduct In terms of s 83(1) for
which every member of the board Is Individually fable in terms of s 83(2),

TRANSNET

11, Transhet is currently constitufad in ferms of the Legal Succession to the South African
Transporl Services Act 9 of 1089,

12, Interms of ss 2(7) fo (3) read with s 4(1), Transnat is a public company, the state s ils
only shareholder and the Minister axercises the rights of the siale as shareholder on

its behalf.

13, The stale’s rights as shareholder exercised on its behall by the Minister, include the

followmnag:

(___w,._—-ﬂ
13.4.  The appointment and removal of the CEO and directors of Transnet are
regulated by its articles. They vest the state as its sole shareholder acting as

the company In general meating, with the power to appoint all the members of




its board Including the CEQ and to detarmine their remuneration and terms
and conditians of appantment.”

13.2. In terms of s 220 of the Companles Act, the state as the sole shareholder of
Transnet aciing In lts capacity as the company i general meeling, may by
resoliion remove any director before the expiration of his or her term of
office. Such & resolution may only be passed by a prescribed procedure, It
does not deprive diractors so removed from office, of such claims for
damages as thay might otherwise have in faw.

13.3. In terms of s 227(1)(a) of the Companies Acl, Transnet may not pay any
compensation o a director or former director for loss of office or as
conslderation for or In canneciion with his or her retirement from office, unless
it is first approved by special resolution passed by the state in its capacily as
Transnet's sole shareholder, In terms of s 227(8) this requilrement doss not
spply {o a payment to a director made In good falth, by way of damages for
breach of confract or by way of pension.

SAA

14, SAA was a divislon and laler a subsidiary of Transnet. The South African Alrways Act
5 of 2007 provided for It to ba transferred fo the state and converted Info a public
company. We are Instructed fhat the SAA Act has come Info operation and has been
Implemented. The following analysis Is based on this Instruction.

15. ,.__n termns of 8 3(3). of the SAA Act, the stale Is the sole shareholder of SAA and the
Minister exercises its rights as sbareholder on fts behat, h B

18. The stale's rights as shareholder so exercised by the Minlster, include the following:

161, SAA's articles vest Trananst and certaln ersiwhile minority shareholders with
the power to appoint, defermine the terms of office and remove the members

t Arlicles 88074

90




of lis board.”® These artlcles are however no longer applicable because they
are based on the premise that SAA's shares are held by Transhel and the
erstwhile minotiiles. Now that the state is the only shareholdar of SAA, these
arilcles are sllent on the appointmant, ferms of office and removal of directors.
In thess circumstances, the power to appoint, determine the lerms of office
and remove diractors, vests In the company in general mesting, that s, in the
stals represented by the Minister,™

162, Asilcle 21.1 vests the power to appoint and remove S5AA's CEQ, in lts board
and not In the stafe as its sharehalder:

“The direclors may from fime lo time appoint one or more of thelr Boty

{o fhe office of managing director or manager for such {erm and at

such remunerelifon ... as fhey may hink fit and may revoke such

appolnfment subjec lo the terms of any egreeiment eniersd inlo In any

partictlar case.”

16.3. In terms of s 220 of the Companies Act, the state as the scle sharefiolder of
SAA acling In its capaclty as the company in general meseling, may by
resolufion remove any director before the expiration of his or her term of
office. Such a resolution may only be passed by a prescribed procedure. It
does nel deprive directors so removed from office, of such claims for
damages as they might otherwise have in law.

184, In terms of s227(1)(a) of the Companies Act, SAA may not pay any
compensation to a directer or former director for loss of office or as
consideration for or In connsetion with his or her retirement from office, unless
| it is first approved by spacial resolution passed by the state In its capacity as
. SAA's sole shareholder. Interms of g 227(6) this requirement does not apply
> . to 2 payment fo a director made in good faith, by way of damages for breach
! of contract or by way of perﬁ??,- "

-
*

;,L.«M
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Arioles 171 0179

Appel v Sher 1950 {2) 8A 224 (W) 228 10 220
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THE DEPARTMENT'S PARTICULAR QUESTIONS

17.

i8.

i9.

20,

21,

“Who is empowered lo appolnt the CEQ and the board of divectors, execulive and non-
exocilive (of an SOE)?”

This Is ustially a matter regulated by the articles of the SOE. If they are silent on the

malter kowevsr, the power vests in the slate as scls shareholder of the SOE acting as

the company In general meeting.
“Who is the CEO contracled with"?

The CEOQ's contract [s with the S80E. i is represenied in making the contract, by the
body vested with the powsr of appoiniment, whether | be the slale as tha sola
shareholder acting as the company I general meeting or the board of directors.

“ls the CEQ aufomalically a member of the board?”
It s almost invarlably the case buf agaln depends on the articles.

"5 assignment of declsion-making powers fo the Shareholder Minlsier the preragative
of the Prasldsnt or that of Cabinat?*

The power fo exercise the stale’s rights as shareholder, |s typlcally In the first place
vested In the Minister In terms of the underiving stafute. The President may however
transfer these powsrs to any other member of cablnet in terms of s5 97 and 98 of the
Constitution.

“What Is the rofe of the Minister as a shareholder In accordance with the Companies
Aol and the PFMA emongst others? What arc the exaci declsionane
bestowead on the Shareholder Minlster?”

The Minisiars role and powers as sharsholder of the SOEs on behalf of the state, are
fhose dsscussad in the eariior parts of this opinion,
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22,

23,

11

“In respect of which powers is the Shareholder Minister raguired to take declsions in
consultglion with Cabinet j.e. as a function of law as opposed o & funclion of

protocof?®

Thers is no rule of law which requires the Minister to consult with Cablnet on the
exercise of her powers as shareholder of the SOEs on behalf of the stale. Cabinet
however has the power o requlre the Minfster to do so. The nalure and éxtent of its
requirement is within its discretion, The Minister Is obliged in law to comply with the
requirement laid down by Gabinet. If she should fall to do so howsver, the exerclse of
her powers Is not thereby rendered invelid. The remedy is for the President fo dismiss
her frorn Cabinet In lerms of s 89{2) or sirlp her of her powers by transfarring them to
another member of cablinet in terms of s 97 of the Constitition, should he wish to do

£0.

“ts it woipalible with company law fo have Cabinet as & shareholder of staio-awned

‘enlerprizes?”

This is by definition a company law question buf on my understanding i is the state
and not Cabinel which is the sharehelder of the SOEs. 1t is constiutionally competent
for the state to be the shareholder of an SOE.

Wi Trengove SC

Chambers
Sandion
23 March 2009

93




94

. L
Anvexupe’e ¢
1)
MIMISTER
PUBLIC ENTERPRISES
REPUBLIC OF SOUTH AFRICA
b .r ;—‘-ﬁ“:_‘rlu-# *‘le‘-l . ™ s % - ~\ !
President Jacob Zuma
The Presidency
Republic of South Africa
Private Bag X 1000 MEM o Mﬂ!w o/
Cape Town
0001
Dear Prasident Zuma
REQUEST PERMISSION, FOR THE LATE AND DIRECT SUBMISSION OF CABINET
MEMORANDUM F 2000: APPOINTMENT OF MR BIPHO MASEKO TO THE

POSITION OF GROWF CHIEF EXECUTIVE OFFICER OF TRANSNET

T hereby request the Prasident’s pemmission far e late and direct submission of the above
Cabinet Memorandum o the Cabinet Meeting scheduied for Wednesday, 26 Auqust 2008,

"FIivre have been 2 humber of lssues raisad by Cablnet relating to the recruitment iftsoass
~f lhe Ghief Executive Officer posiion at Tranenat. Foliowing my brief ta the President on
twa matter; | believe that it Is imperative for me ta brief Cabinet on the process thus far

and, to request Cabinet's approval for the appoeintrmsnt of Mr Sipho Masako. the prafarred
candidate for the position gf Group CEG: - I

the lae submission s regronsble oul i Tigncssitata Oy b sensithvily o1 the issves and
e nperative to sslablish feauarship siabgn and caﬂatﬂét;t*ﬁéﬁéﬁm Funenmaia. tae
rgceni nepalive media ROl suounding the. poslion uf CEO 8l Trananel ere affecting
staft morale. Copres of the vemcrandum Wi e disldbeied at Cabinst v the werning ok
ther meaating. '

Lirust thigt Mis subission will recenva the Presdant s favsurabie consideraie

ind regands
e |

SR NeED rapre: NAMES Fok.
MS B. HOGAN, MP s .

WINISTER OF PUBLIG ENTERPRIBES THE  cofuRIPEACOn ,n
s SUGORLTAOQ | mgE rive

A5 August 2008 BETVEEa. mins » PRES.

oy
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Anwexuee 'r '

_ Sunday Times30 Aug 2009MOIPONE MALEFANE
ko if: hasImage

SUSPENDED: Siyabonga Gama was earmarked for top
Transnet job

ko
THE African National Congress has thrown its weight behind
suspended Transnet executive Siyabonga Gama, with minister
of justice Jeff Radebe describing his suspension as &
“miscarriage of justice”.
Gama, Transnet’s chief executive of freight rail, was this week
suspended over allegations that he breached procurement
contracts — a move viewed by the ANC as an attempt to
scupper his chances of beconung the parastatal’s next chief
executive.
Gama is believed to be among at least three candidates short-
listed to take over as permanent CEQO:
The Sunday Times can also reveal that the ANC national
working committee (NWC) instructed minister of public
enterprises Barbara Hogan about two months ago to appoint
Gama as Transnet’s CEO after the departure of the parastatal’s
former head, Maria Ramos, who joined Absa.
ANC insiders said Hogan was this week expected to submit
Gama’s name to cabinet for final approval. .



She allegedly withdrew following what angry insiders said was
“Transnet’s manoeuvrings” by suspending him.

Hogan's spokesman, Ayanda Shezi, said the ministry could not
comment on anything to do with the ANC.

ANC spokesman Brian Sokutu said Gama was “an executive -
who has been with Transnet for quite some years” and “credited
for having turned things around both financial- ly and in terms
of giving leadership”.

“In other words, we say he has a track record. I am not aware of
discussions about him at NWC or NEC level, but there 1s
nothing stopping members of the ANC from discussing
succession within parastatals,” said Sokutu.

Speaking at the University of KwaZulu-Natal on Thursday,
Radebe denounced the Transnet board and described the
Radebe lashed out at the board for suspending Gama without
considering his testimony.

The Sunday Times could not confirm talk that a group of
cabinet ministers had approached President Jacob Zuma to
register their unhapp piness with Gama’s suspension.

On Thursday, Gama appeared before Pradeep Maharaj, the
group executive for human resources, and the company’s
lawyers to give his side of the story after Transnet had served
him with a Tetier on Monday informing him of its intention to
suspend him following & board meeting.

Gama’s lawyer, Themba Langa, said Transnet has been
“working hard to get him suspended and there were no objective
or reasopable grounds to have him suspended”.

Allegations of impropriety against Gama apparently surfaced for
the first time in June, His written responses, according to Langa,
were not presented to the board.

According to NWC insiders, Gama was recoimended by the
party’s deployment commiittee.

It is alleged the ANC was aware of “Transnet’s intentions to
ensure that Gama does not get the job”.

ANC insiders said the contenders for the position at the time
included Pravin Gordhan, who has since been appointed
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minister of finance.

Both men were recommended for the job by the Transnet board
selection committee at a meeting on February 13. Gordhan
withdrew his candidature after being told he had been
earmarked for a cabinet position.

An ANC deployment coinmittee member said a very senior and
Jongserving cabinet minister, also a member of the deployment
committee, was opposed to Gama’s nomination. He was’
oveiruled by other conunittee members.

Another NWC member said some ANC officials had asked why
Gama’s appointment had not been implemented by Hogan.

A Transnet board member said Gama was not trusted by certain
individuals in management, who thought he would reverse
“multimillion contracts awarded to friends and families”.
Transnet spokesman John Diudlu said “a disciplinary process”
had been instituted against Gama.

“This relates to alleged serious breaches in certain procurement
contracts. This is an internal company matter, and we don’t wish
to comment further at this stage.” -
moiponem @sundaytines.co.za
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Youth League siams Transnet

11 September 2009, 1548
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SACP crles-Taul sver Gama

Transnet's suspension of Siyabonga Gamz isa witch-hunt reant to stop hifi from becoming the
parastatal's group chief executive officer, the ANC Youth League (ANCYLY said on Felday.

In o statement, isald the suspension should be withdrawn immediately..

The ANCYL also called for Gama to be immediately sppaintment as Transnek group chief axecutive B,
oificer. -

“There Is evidently & concgrted agenda by the predominantly whits board of direttors ard exteriat

role plavers to Isolate Siysbongs Gama from Transnet ard deny biny the position of grgup €EO of

Transnet, desplts his credentials,” the ANCYL said.

*"Recurrantly, Africans are denied positions of responsibiiity in key and strategic sactors of the
economy and we should never egg walk around this absoiute reality,” {t adead,

The ANCYL sald the Employment Equity Commission Report recently released copfirmed “the reality,
that those ¥ santrel of the economy (white males) refuse the Intsgration of capable black peoplé
into key and strategic sectors of the economy.”

1t sald any atterapt o persecuie and lsolete Gamea would be met with “massive rasistance” fromthe
veuth of South Afvica,

The Transnet board began iis search for 2 riew group chief exacutive officer late fast year following
the resigriation of present Absa graup chief exacofive officer Maria Ramos.

The board favoured Pravin Gordhan for the post, but when Gordhan bécamié Anance minister,
Transnet re-started the process of finding # chief exetutive officer.

Justice Minieter Jeff Radebe and the ANC have shewn support for awarding Gama the parastatals
pasttion of chief executive officer,

However, Gama was recently suspended, allegedly as a result of serieus breaches In bwo
procurement contracts.

Public Enterprises Minister Barbara Hogan hag been summoned to Parllament next wask &6 carlty
thi events around Gema's suspension and other matters related to Transhel's managernent. - Sapa
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SACP staterfient on the Transtigt Board decision to suspend Mt Siyabenga Garna 2018/00452 3 AM
s

SACP statement on the Transnet Board decision to suspend My Siyabonga Gama

7 September 2009

" eats within Transnet and the subsequent suspension of
Siyabonga Gama, CEO of its rail freight division. We wish to express serious concerns ahout what
appears to be an attempt by certain elements within and outside of Transnet © cleatly frustrate the
appointment of M. Gama as CEO despite his illustrious career, commitment to public service-and strong
cradentials. '

The SACP has noted the recent developments wi

The curfent shenanigans at Transnet are & classic illustration of the concems wé have raised as the SACP
aboutt the strategic role and developmental focus of state owned enterprises. Amongst those concerns have
been attemnpts by &few, often parasitic, element capture these entities for reasons that are contrary to their
developmental mandate. As'the SACP we fully share the concemns raised by SATAWU on the matter, and
we are deeply suspicious that there is an elite that is hell bent-on capturing Transnet for its own narrow

interests.
& SACP calls for speedy intervention to resolve this matter.

At its last Central Comumittee the SACP raised its concems gbout the intensive corporatization of state
owned enterprised and restructuring the relationship which increasingly operated as private companies
and sites for accumulation on behalf of capital in general and specifically an emerging BEE capita‘liét
stratum. We wish to reiterate our call for a thorough andit of SoEs as well as review of the shareholder
comapacts {0 align these to government priorities as contained in the ANC election manifesto.

Tix addition, we call-upon for more appoiniments of people representing communities, NGOs and the
|bour movemerit into the boards of all SoBs and other public entities.

Issued by the SACP
Cantact;

Malesela Maleka .
SACP Spokesperson — 082 226 1802

http: {.lwww.sa:p.org.zafdb‘:sfpr! 2008/ pr0907.html
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Crunch time for
H@aﬁ over Gjama

'ﬁa;;spm_m;rgspment

PUBLIC Eoerprises Minfster
Bashara Hogan faces crunch time
tommorTow st being called to
appaa’ before Padizment i@
expiam her handiing of the
succession process at Transhet
and. e sisiehsion of Sifabonga
Gamz, GEO of the Trihsnet
Frelght Rail (IFR) division,

Vyijie Nientor, chamvoma.n of
the gubhc enterprises cormmines,
rorhirined yesterday that Hogan
was due {o appear before
Parfiament fomortow, sayiug the
aiister would ik about the
appainnnem of the zroup
Transaet GEO and other “prob:
lems argund this”.

‘The posthas beenvevanesince
Marla Tames — who served a
tieemioith  notte from
Movember Tast year — left the

tranispost parastatal v February
for Absa.
With tiie spotlight now aimed
atHngathiSundearwhethers{:e
would f21 in fine with Luthuli

House's deive to sée Gama wke

the group CEO. mantle.

WhesGama wasguspended o'
September. 1, Flopan said the
Transnet board’ would fun the
diseiplingry process #nd *ihfarm
the shareholder”, the
governoent, of the “eutepmesand
atiy decisions to be raker.

Bur Juetice Iidister Joff
Radehe and Comtmunications
Minisiér Siphive Hyands —
Hagan's coumterperts — have
ggenly  quéstioned  GameTs
suspension, and the African
Mational Congress has throwa its
waigmbehmd‘{i‘m‘pndngimﬁf
against the Transnet board, The

Continued ;m' pepe 2
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board’s preferded candidate, BP Aﬁica
GEQ Sipho Mesel, has withdrawn his
‘norination, citing  the fumre syr-
vounding the disciplinary attion against
Gama a8 = reason.

Memsax& ihieprobiems at Transnet
wire “purindsg debp” and ware “costing
v 2 ot Transnet stll had am acting
chafman and #u acting chiefl financial
offices Since Gama was susgended two
wecks dgo, TFR hes had no-intedim CEQ,
_ Shesuid that the “ramifications” of detays
mm!qagﬁma’appamm:swem being
ek, ciring reports sugzesting there wasa
ga&owaﬁ‘f?ﬁbecaziﬁe sithe leadeiship
issue,

‘I‘hasumessimﬁmre at’i’mnsnét, ghe

2

. gaid, could Have 1 Cgpple elfect on the

Date: September, 14, 2009 Publication : Business Day Page Mumpar © 1

gpomtment of & OB at South Aficen
Afrweays. "We wani thesa fssues resolvad

wegeatly,” Mentor said.
Meanwhile, Garia will on T!iursday

2%

Jautich 4n virgent interdict egdinst Transy -~
net 1o have his shspeusiof reversed and’. * -
thedisciplinary proceedings drdpped, % ‘5"*;

Trancher spolesman John Dlud}m £
said yestérday the group welcomied the 7
opgoriunity to have the “pmtter put to {l .
fest in 4 peust of aw?, W

“He said Transnet helfeved “that due ; 1
p;ocessmustbealwmamtakammrse
and that M7 Gami cught {o be afferded -
the Full Dpp&rlumtymmspore&mﬂlés e
allegations ag.mst Him in 2 duly cons ;;F % f
stituted process”, "*‘? ¢
artigiidabdimrora
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No to cadre Gama

tertain people for
top pushiions regard-
less of flaws apd aliegations is
avident in the utterances over
T e pavern s ol
. similay § was fol-
fowed in Jacob Zuma’s own
anointment zs Presidemt, and
was followed éven in the re-
cent elevation of questiopable
faveyer Piud Nagobshi o he-
come Diefence Minister Lindi-
we Sival’s fegal advises. The
DA bas printed out how sev-
eral key pasts in Zuna’s office
have been filled by peor
with guestionable creden-

In the cése of Transmét two
Ministers, plus the ANC, the

-~ he ANCYs disturbing
g habit of esrrnarking

Page 171 She=98RAXNGMmMCHBkatatiosl686endadiipnsiGR680

ANC Youth Lesgue and the
5A Communist Perty, have 2l
publiclystated that Siyebonga
Gama renst be made CEOL
This despite Gama being
suspended s CEQ of a divi-
sio, Transet Freight Rl e
5 pein f21:1] A £
tender as%&bco;‘negmg&g He
also silegedly gave a security

contract worth RI9 milifon o

2 compaty Linked to dinister
Siphiwe Nyands, omg of his
‘backers oxthe ANG's Netion-
&} Working Committee.

We have already seen in
enough corpbrations, the
SABCHor m’a"zxpki;ﬁm hap-
pens when paity loyalty
wumps ntegrily. Transnet §s
tdo vast to have 4 dodgy
driven :
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BUDRY NAI,D.U

MINISTER nfmpimum@tzcns grid ANC heavyweight:
Geneyal Siplibwe Nyands sgys shspended Trarisret

Mﬁ% ﬂnga Gama is befng persecuted inthe
RE T gnxgems.kmaﬁzﬁxna
1e'l§ d-youne mayn, Vegy few aeqpie are a3 capable
ara& guts Iaﬁ“s,he is, The ehatlerige s thal some
.pea;ﬂemz Hiere arereslly bent on énsuriagifiathe is
geqi siid Ny;nda “Waat happered to J2
(Pses; ) is happening fn this case. Paeple
vilify antl eakt aspersions (on you).”

Nyanda has peevionsly saig Zuma wis the victim of

ggﬁticai conspiracy aitned at keepiig him oitt of

teal oﬁ‘i,cg. Hgs :Ia;ne hag glea hidn inte
’E‘mns T uattle, which resulted In
Gana’s susiggnaim ss @ef‘;‘rargsnet ﬁengtm

Gama is the fronka uanerto take ov: a&gmu ch‘
execative Fomi Maris Rafmos, who quit to§ om
T has the backing of the ANG, the SAGS, the m*e
E&’g L%ge‘afd senfor managewment, who say he f&

yig

Nyauﬁa said He was “incenised” over vecent events

;rEs* by ‘;%weriul intérests” to shop Giina
1g the secking ANE Aftar
é jtlSElGéé am!‘ cnﬁstik}iﬂmzn g]éﬁfeiopmeme
5 bo-Ehros s awetght behing Gamp.
=196 probleinds that Tdm alue eited as ape.rsgn yghu
is invqlveﬁ ey was assoclatedwith 2 coapany that
a ceuivact With (’I’wnénet} Frefght Rail o I cfﬁn’t
: iy, EanIments would be viewed: a}:\iectwa‘iy
what 1 can say is that there is a lot 0{ i 1«&::1%&113
eongerredaliont whatis happanmg

Ases rﬁ?ﬁrm wi?‘nmm ?
%ive'?m A4 b% ama. Ttisalidged tiat

& dictiol fo‘lsaw Brocs o 5 alad-heing probed
for 2 tender labuirs0 Iotomotives.

‘Garng vaceived a notice ofsuspension last Mcudax,
two days befoze the eabinet was due lo enderse bl
agpoimmsni That was despite- -allegations reeeiveé
Ny the Piblic Service Commission as far back as
Maverdber 2007,

Raios Had alsp been at:eused of sauppering
appotnliment, as she faised e d%ations at ﬁér lésb
board mestingin Febroaty, of which the sppointment
ofa GEOwas o Hie agands.

yme's appointatent Hias been endorsed by the
ANGs national working covnities, o which
served,
Ti'ansmt ¥ nadertamng #n R8o-billion capﬁﬂ e~
ditare prograwame Which has Yeen besef b{ al:
dedtiong of tender rigeing, éorraption and wad
expenditure.

Swe=322XTomm  Clroutation: 504176 Readefshiy: 804175
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Generally corrupt
T was Ehe ANC kind lggarﬁen‘sWe&
Juliuawhe said that the Kdruoke King
Vas corTip t then “give usa comupt
g:-seaxdmt , We aitl inipw whto- issfﬁg%ngfor
I Tuynhuys iy, $o.perhaps
o B, ‘weahﬁtld ts:kenwte whenA CYL Setoit-
Irveammand Vayiswa Talelo says
&ise lma;y tharges wnrmtkeep
Gg‘la utgithe Tra_nsnet
&nibouse, mrade Gaina witl bacoms _
¢ CEG by hook or eroglk,” she said. :

-
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Just a pley to verove him

FSTRONGLY believe that Siyahongn Gamals
hetng pushed-so that the interests of acertain
elgne can He m%fhsec! The clique’s ierests are
ot confined bo Transnet, but stradidle much of
i government’s econoniie cluster

“Fhe sitislining of Ganta is part of & well-
orehestrated strategy designed to ensure thal
gevtain cronles.exercise potwer over the econgmiie
organs of state, ndw and beyond thelr lifetimas.

— Kenmeth Fitoyi _
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—e—Griginal Messagemem———
From: James Stvan [mailto;james.siyan@sake24.com]

Sent: 82 September 2065 83:33 Pd

Tad Jobn Dludlu Corporate JHB

Subject: FW: Suspensien of Transnet Freight Raill CEg, Siysponga Gama

satawy has become aware of the suspension of Gama effected on i

September
2089. Satawu is convinced that the suspension is informed by a dirty

Iricks
campalgn to discredit him publically and rule him out as the most

suitable ‘
candidate as we have already questioned the timing of the charges.

Secondly,
the suspension occurring after charges have been issued is also

unusual in
that suspension is usually subject to investigation or at the VEry

least takes
place in the context of very serious charges.

Sztawu is reliably informed that the {aFlton Centre cebal leg by the
acting
GCEQ, Chris Wells with a direct link to former GCED, Maria Ramos is

hell bent “
on -ensuring that Gama does not get the job. We are further reliably

informed
that @ certain Sipho Maseko from British Petrcleum who is a protEgh

of the

former Board chairperson, Fred Phaswana is belng positioned Tor the
job by the

Board. All of this is more than indicative of the fact that there is
deliberate strategy at play by this grouping who wishes io

perpetuate the
status quo by getting in a so called Africen candidate who will be a

controlled puppet by the current white executives in place.

Satawu wishes to strongly caution the current Board and Exco not to

creats
instability. in the business by attempting to circumvent decisions
that are {o : : .

be taken by the Cabinet {Executive) in appeinting the CED of
Transnet. Satawy '

understands that both the appuintments of Saki Macoroma and Mariz
Ramos were.

made by the Executive through the Minister of Public Enterprises,

why should ‘
it be any different now.

Satawu will ensure that no puppet appointment takes place unptil the
disciplinary process of Gama is completed even though at the cost of




keeping
the untransformed cabal in place a2 little longer. Satawu is in thes

nrocess of

engaging internally with a view to launch zn intensified
transformation

campaign using tne Employment Equity Act to clean up the lily whit.e
Transnet

Capital Projects and ensure an investigation into a company callecd
Hatch which

have been given all the major projects.

SATAWU
Randail Howard

General Secretary

6th Fileor #Marble Tower

Cnr Jeppe & VYon Weilligh Str
F.0.Box 9451

Johanneshurg

2004

Cell: {+2711) 882 564 5298
Tel: {(+2711) 333-6127

Fax: (+2711) 333-1245

E-mail Address: Randall @satawu.org.za

This email and its contents are subject to an email legal notice

that can be
viewed at: hitp://www.naspers,com/email/disclaimer.himl. Should YOu

he unable :

to @ccess the link provided, please email us for a copy at
HelpdeskEMediaZd, com. _ _

Hierdie e-pos en sy inhoud is onderhewig aan 'n regskennisgewing oor
glektroniese pos wat gelees kan word by

Wrtp:/ /Wi, naspers. com/epos/vrywaring.html. 'n Afskrif kan aangevra
word by

HelpdeskeMedia24., com.
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accusations levelled against him by Mr Gama in retation to an
aspect of one of the transactions in issue in the discs plinary
proceedings. The applicant, however, disavows any reliance
on an unfzir labour praciice under of the Labour Resfations
Act, No. 66 of 1995 (the LRA) for reasons that cught to be
clear when dealing with jurisdiction. What they do concern,
according to what is set out in the applicant’s heads of
argument, are "... issues of public law, administrative Justice,
torporate governance and legality, as well g= fairmess in
corporate actions.”  During argument Mr Nixon on behalf of
the applicant explained that all these issues are confined to
the legalitv of the delegation of authority to Mr Maharaj by Mr
Wells. Nonetheless they appeared to also enter the reatm of
fairess of carporation decision-making functions and its

impact on the applicant’s constitutional rights.

{51 The factual basis underpinning the legal challenge is that Mr
Wells was precluded from delegating the decision-making
power to bring disciplinary proceedings against Mr Gama or t¢

suspend him by reason of Mr Gamz’s own accusations against
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My Wells, and that Mr wells aileged Involvement in the
process continued to have an influence over the doard and did
assert tself over one of the Boards appointed  syb-
committees.  In short My Wells Involvernent in the process,

however, tangential, rendered the entire process tainted,

[6]  The nub of the complaint is the perceived bias of Mr Wells,
This is evident from the following extract of Mr Gama's

replying affidavit:

"It was specifically in refation fo the aquthor &y of Mr
HMeharal to toke o decision to instiiute disciplinary
action {or suspension), what was stated by my
attorney, Mr langa, wos that if the Boord had
detegated autherity directly fo Mr Moharal, fhere
might not have beeri an objection. However, the
objection arose becouse My Mahoraj was purporiedly
sub-deiegated this authority By Mr Wells. Mr Wells
should bave hod no iavolvement at all in the maotier
ond he should not hove sub-delegated such authority
fe Mr Maheraf in circumstances where ir Wells was
not objective or independent. Cleerly Mr Maharaj has
acted on the instructions and ar the behest of Mr
Wells,”

[7]  The allegations that Mr Welly continued involvement in

raking reports to the fuil Board after ir Gama had accused
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and to suspend him on 1 pay until either the discinlinary

process was finalised or untit the suspension was lifted,

Mr Maharaj's decisions are chailenged in proceedings brrought
by way of application before this Court they are chatlenged on
the grounds that the current Acting Group Chief Executive
{(GCE) of Transnet, Mr Wells, could not delegate his admitted
authority in such matters to Mr Maharaj. The applicant
coniends that only the full Board of Transnet could take the
decisions 1o hring disciplinary proceedings against him or to

authorise his suspension.

THE ISSUES

[4]

At the outset, | admit to sharing the difficuliies axXpressed by
the respondents in appreciating the basis of the challenge.
The heads of argument presented on behalf of the applicant
contends that the process followed of bringing disciplinary
praceedings and of suspending Mr Gama were not lawful or

fair in that Mr Wells could riot deiegate his powers to My

115

Maharaj. The reason advanced is that Mr Wells, was tainted by
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IN THE 50UTH GAUTENG HIiGH COURT, JOHANNESBURG
(REPUBLIC OF SOUTH AFRICA)

CASE NO: 09./38956

in the matter between:

GAMA, SIYABONGA Applicant

and

TRANSNET LIMITED ‘

AND 12 OTHERS First o Thirteenth Resporidents
JUDGMENT

SPILG .

THE ALLEGATIONS

[1] M Gama is the Chief Executive Officer of Transnet Frefgng
Rall (TFR), praviously known as Spoornet.  TFR is one of

apparently four operating divisions of Transnet Limited,

{23 Qﬂ .5 Sﬂptemb@r‘ ?mg Mr Whﬁi"ﬂj’ \.‘th_‘l iz ?—'?‘*f_‘ Gf»‘:'__!:‘_f Excc;;tf;;::
Human Resources of Transnet limired (Transnet} took the

decision to institvte disciplinary proceedings against Mr Gama
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Mr Wells of shifting the blame onto him in respect of a
locomotive confract to which one of the disciplinary charges
against Mr Gama related. it is apparert that the thrust: of the
applicant’s complaint against the decisions taken by Mr
Maharai, and their support by a sub-committee appointed by
the Transnet Board as well as the subsequent endorsement or
ratification by the full Board itself, concerns the influence
that Mr Wells is said to have exerted aver My Maharaj and the
Board. It is also contended that Mr Mahara] was too junior to
take the decisions. Although that position appeared to have
been abandoned in the cited extract from Mr Gama’s replying

affidavit, i shall nonetheless deai with it,

i8] In order to put in perspective the issue of perceived bias on
the part of Mr Wells and its atleged impact on the legality of
the decisions taken by Mr Maharaj, their endorsement or
ratification by the Board's sub-commitiee and the subsequent
full Board in perspective, it is necessary 10 set out the hasic
complainié that are the subject metter of the disciplinary

enguiry against Mr Gama. it is also necessary o set out Mr
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Gamas aliegations as to why Mr Wells is biesed again st him
and why this has tainted the entire disciplinary process

aunched against him.

The seguence of events from initial investigation to an
internal forensic audit conducted by Ernst & Young as well as
subsequent investigations prior to Me¢ fanaral taking the
challenged decisions concern, if proven, serious aliegations
regarding the maladministration in respect of two separaie
centract awards. The first related to the impropriety of a
tender procvess regarding what has besn termed the “50 like-
new tocometives” and which | will refer to as "the lucomotive
Contiact”.  The second disciplinary charge relates to the
procurement of security services from General Nyanda

Security Risic Advisory Services (Piy) Limited (GNE).

The disciplinary charge in respect of the locomotive contract
is that Mr Gama conciuded the agreement in disregard of an
express condition laid down by Transnet’s Board that Transnet
Rail Engineering should carry out all engineering on the

assembly and maintenance of the locomotives. it is alleged

119
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that the failure to adhere to thig Board stipulation restalted in

serious financial consequences for Transnet.

[11]  Among the averments in relation to the GNS contract 45 that
Mr Gama concluded this agresment without following ary apen
tender process and without having authority to do sg, The
applicant’s authority regarding a contract of this nature s said
to be timited to a value of R1D miltion, whereas the total
estimated value of the GNS contract was just under Ri9

miltion and that to date some K55 imillion has been spent,

{12} In his formal response of 20 July 2009 Mr Gama for the first
time contended that Mr Wells was ariempting o shift the
blame for the overspend on the locomotive contract and that
in fact it was Mr Wells who had adversely affected Transpet
financially by intervening in the locomotive contract and
“unwinding the transection”, it is this complaint against Mr
Wells together with averments that Mr Wells and cerizin
others are conspiring to destroy Mr Gama's chances of
becoming CEQ of Transnet that form the foundation of

percelved blas. The applicant alleges that this bias has

£l
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lainted the process and explains why disciplinary steps are
being taken against him only at a stage when the appoimtment

of & new GCE by Governiment is Imminent.,

Mr Gama originally relied on Mr Wells being a co-contender for
the Transnet GCE position. However, the facts reveal that Mr
Wells withdrew his candidature at an early stage,
Monetheless, Mr Gama persisted with the allegations thiat Mr
wells' involvement diractly taints the process and thay My
Wells 15 also involved in a conspiracy to prevent Mr Gama from

becorning the next CEO of Transnet.

In regard o the legal consequences raised Dy Mr Gama's
allegations of taint and bias In the delegation process and why
anly the full Board could consider the issues, the applicant has
relied on a failure of administrative justice, a breach of his
constitutionally protecied rights and an entitlement o
challenge the legality of the process adopted hy reference to
what can best be described as efther 2 common law power of
review arising from the contractual relationship between the

parties or arising out of fair corporate governance principles.

B
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{13] The zpplication was brought as one of UFEENICY. it was
contended that Cabinet was ahout to consider appainting the
new GCE for Transnet. it was also contended that the very
act of taking discinlnary proceedings against hiin  and
particularly of suspending him is seriously damaging to Mr
Gama’s reputation.  When it was revealed that Cabingt was
not due to meet during the week when the application was set
down for hearing, the applicant scught to contend that the
matter was no longer urgent, However, the respondent's
position was that a delay in the resolution of the issues raised
was prejudicial to the entire disciplinary process. A delay
would frustraie an expeditious resolution of the disciplinary
proceedings and the suspension ssue. A delay would also
have a debilitating effect on Transnet ana possibly the
sppointment of a new GCE. | also believe that important
public Interest matters arise concerning accountahility angd
their expeditious resolution having regard to the
circumstances of this case and its impact on possibly the

largest State-owned and taxpayer funded enterprise.
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I was satisfied that the matter was sufficiently urgent to be
dealt with on an accelerated basis, At that stage all that
remained outstanding was the applicant’s replying affidavit
which he had undertaken but failed io fils prior to the set
down date. The replying affidavit was subsequently filed and

the matter was heard on Friday, 25 September 2009.

A further issue that was raised, by me, concerns Mr Gama's
contract of employment. On analysis it appeared that the
applicant still relied on a common taw review based on
fairness which was to be implied from the contractual
relationship. On Wednesday, 30 September, | heard
argument on whether or not the contract should be furnished,
My concern was that a further application might be brought ta
the High Court based on the terms of the contract and that it
might be sun%encﬁedthat_issues relating to the actual terms of
the contract, or those to be inferred from it, were not before
me. | was concerned that a process of launching one High
Court proceeding after another, whether by the one party or

the other, would effectively  undermine the proper

123
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administration of justice and frustrate the desirability of

finality in ltigation,

'was assured by the applicant that there would be no Further
proceedings befors the High 't‘:f;xur&: in raiation to the iwueg
raised before me or in relation to any challenge or claim
arising our of the employment contract tself. | was assured
by all the parties that the contract was not relevant to a
determination of any of the matters that had been identified,
including the possibility of a common law review to he
discerned from the contractusl relationship. 1| am, i any
event, bound by the SCA and consiltutional authorities thap
require a court to confine ftself to the record of evidence
placed before it (e.g. Director of Hospital Services v Adistry

1879 {1) €A 826 (A)).

A subsidiary issue raised was whether or not the joining of all

the remaining members of the Transnet Boaid was competent.

This left one other issue of concern to me.  Although all the

parties contended that | enjoyed jurisdiction for one or other
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reason, it remained necessary to be _$;=.i_1_ii'sfi.ed that the High

Court enjoyed jurisdiction outside the consent of the parties.
JURISDICTION

[21] - All the ngart-i'es have effectively COn-séhtédf to the jurisdiction
 of this t_:ourt{ However, the pa_rties:czinfr}ét clot-he.thé_ﬁigh

Court with jurisdiction if it {5 excluded by statute.

EZZ] I must therefore consider whether jthé;:'-'ﬁ'!-féYéfiSiGns af'-_Séctien
~157(1) of the LRA precludes the High. Cctjri: frém :dea-ting w-ith

the matter on the ground that the Issues before me can only

be determined under the exclusive junsdactmn accorded to

the Labcur Court, See Chirwa v Transnet Ltd and Others 2008

(4} A 36? {CC} at para 113.

V{QZEI] Fcrtunateiy '{t is unnecessary in the present case to deal with
the tension between section 157(1) on the one hand and the
concurrent. jt;fri'sdi;:tion of the High -Cqu;_'t_ as dealt with in
section 157(2) of the LRA and the inherent original jurisdiction
of a High Court as entrenched in the Constitution on the

other. Accordingly, the case of Makhanya v University of

#
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Zululand [2008] 8 BLLR 721 (SCA) which binds me on what
portion. of the Chirwa judgment (which aiso_"biné}'s me)

can_stft_utes its decision need not be considered in anyjdétail.

Il am saﬁsﬁed that the way in which the applicantl hasbieaded'
his claim (see Makhanya at paras [30] and [34)) and the
substance of the claim L(se*e Chirwa at paras [124] and [125])
falls 'sléaaregy within the concurrent jurisdiction of the High
.Ccuf-t;__f This is because they both are mnce;_‘ﬁéd_ with a
c0n§ti¥ﬁﬁ¢ﬁal challenge based on rights of adrﬁfni.ﬁtrati’ve
review '{se!e Chirwa, para [54]; Transman (Pty) Ltd v Dick and
Anatheg'zéag (4) SA 22 (SCA) at para [16] and Makhanya at
paras { 1_8}' _ﬁnd [26]) aﬁ{jla{so“with the enforcement of ¢pmman
law céhf?&dual ‘ﬁghté'ér-ﬁ-ghts under corporate "la%r'. in relation
to the ‘.esf(ércise of dete:gated powers. { Compare Kriel v Legal
Afd Board [2009F 9 BLLR 854 (SCA) at para [16] which appears
distinguishable because reliance was still placed on. the
unreasonableness of the dismissal). The question of whether
the applicant has embarked on ‘forum shopping’ and therefore

may be precluded as a matter of policy from pursuing his

24
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claim in the High Court does not arise since he has not
approached another Court to enforce the claims that arise in

this matter. (See Makhanya at para [61])

Furthermore, the -._resﬁigﬁen of the issues in this matter are
also concerned wzththe legality of_ ;teps taken to injtiate
disciplinary prnteedf,ﬁgs against a per$§n'whom it is alleged is
guilty of m-a-laémiéis‘tfétiﬁﬁ and tha_t_?raﬁsneet considers itself
obliged to g}u-frsaé_ jth,e_;:iiscip!z‘nary Proceedings since the
investigations a{leg;edl? .'f_e.ve*a'[. a breax;h of the Public Finance
Management Act, No? éf’ 1999 ("the PFMA™), a concern
supported by ind-epeé;&eéf :{egai advice from two different law

firms.

It is pre-eminently the concern of a High Court exercising
original jurisdiction to consider issues of this nature, if the

underlying substarice of the jssues play a role as indicated in

 Chirwa.  They involve rights issues, which it is apparent from

the stance taken by Transnet, ought not to be the subject

Mmatter of conciliation and negotiation by reason of the
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obligations they were advised they have to initiate disciplinary

praceedings by reasen of an a-l!ég’éﬁ' fraﬁn-S"g_reSS_for} of the PFMA,

It should be sufficient for present purposes to refer to South

African Association of Personal -Injury Lawyers v Heath and

others 2007 (1) BCLR.77 (CC) at para [4]- where the Court said

that:

".. and maladministration are inconsistent with the

rule of law and the fundamental values. of our the

Constitution.  They. undermine the -constitutional

comrnitment to human dignity, the achievement of

equality and the advancement of humar rights and

= Jreedoms:  They are the ‘antithesis of the apen,

accountable, democratic government required by the

Constitution. If allowed to go unchecked ang

unpunished . they will pose a serious threat to our
‘democratic State.” ' '

Although this was said in the context of the Special
Investigating Units and Special Trib:_;lm_ats Act, it is clear that

the purpose of the PFMA Act is similarly to hold accountable

both the Board and officers (such as Executive Manageg‘neﬁt)
Gf State-owned corporations and other government controlled

entities. | also refer to sections 195(1) and (2)(b) of the

Constitution which requires public administration to' be
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accountable and to meet high standards of professional ethics.

I the application of these c«:mst:itutibna-[ rp-&avisians and

statutes siich as the PFMA are to develop and be apphed with

reference to  public accountabﬁzty wzthm State -owned

) carparatmns then it is pre- eminently the domain of the
~original jurisdiction exercised by the High Court (with the
_{"added advantage of its diverse composition) and ought not to
'_ ‘be cenfmed to a specialised court concerned exctuswely with

labour relations matters.

Acéordingty, | am- satisfied that this court e‘r‘zjo@s Jurisdiction

under any of the authorities by which { am bound and which |

"understand are likely to be considered further in the matter of
Gcaba 84 Mm;ster af Safety and Security and athers (CCT

‘64/63) that was argued’ before the Constztutmnai Cauﬂ: on 7

'May 2699

STATUS OF TRANSNET

it 1s necessary to establish the status of Transnet in order to

determine whether its Board and Mmanagement function

i
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principally within a commercial corporate environment
subject to principles application to those areas of law o
whether their actions are to be treated as simply the exercise

of a state or administrative power,

Transnet Limited was incorporated as a public company

pursuant to the provisions of the Legal Succession to the South
African Transport Services Act, Act 9 of 1989 {the . Legal .

Succession Act).

In terms of this Act, Transnet became the successor to the
South African .Transport Services and took transfer of all its
assets {save _tha_se.' relating to certain rail commuter services}.:

See section 3. ] :

in terms o’f .thé Legal Succession Act, and despite t_hel
;ﬁfoﬁs’ien's ef ”SQ@E‘GH_ 32 of the Companies Act, 1973 ‘the
Registrar s? | Com.panies incorpoerated 'Traj‘;;fzet Limited as a
pubtic -cahapahy__;wiih the State as its only member and
shareholc!e-r,,-' M(;r“ebvéﬁ the provisions of section 2{6) of the

Legal Succession Act excluded only sections 66, 190 and 344(d)
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Although it may be contended that the suspension of oite of
the highest-ranking executives within Transnet, responsible
for one of its most important operating divisions, impacts on
the operations of an organ of State, it nonetheless constituies
the exercise of a power conferred under corporate law in
discharge of a corporate function involving both corporate and

commercial considerations.

COMMON LAW AND CONSTITUTIONAL RIGHTS TO CHALLENGE

147]

[48]

A company can onty perform acts through fts duly authorised
directors, managers and employees. This requires the
appropriate deiegation of powers, generally with appropriate
limitations. The source of these powers generally reside in
the Board which in turn delegates to individual directors or
executive management with further powers of sub-delegation

conferred by appropriate Board resotutions.

The respondents argued that the Board has the power o
delegate management functions in general and éiscﬁzﬁ&in&ry

powers in particuler under section 24(5) of the Legal
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Succession Act.  In my view this is incorrect. Section 24(5)
falls within the provisions of Chapter V which deals with a
different legal entity, namely the Sowmth African Rail
Commuter Corporation. | have already dealt with Eheir
separate legal existence from Transnet, how it arose and why

the governance of Transnet is to be founded under corporate
]

waw principles.

#r Pretorius, on behalf of the first to third respondents, also
retied on Articie 81 of the Articles of Association of Transnet
which provides that, subject to certain limitations that are
not relevant, the management of the business and the contral
of Transnet vests in the directors whe "... in addition to and
without limitation of the powers expressly confeired upon
thern by the Companies Act or these Articles moy exeicise or
delegate o any one or more persons (including without
{imitation a commitiee} oll such powers and aj'ei&?gafe o
anyone or morg persons {including e commitiee) the doing of
all such acts {Including the right to sub-deiegaie) as mav be

exercised or done by the Company and are not in terms of the
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Companies Act or by these Articles expressiy directed or
fequired to be exercised or done by a generof meesting,
subject, nevertheless, to that management not being
inconsistent with any resofuiion passed by a Genergi

Meeting.”

Furthermore, under Article 82, the directors are accordec! the
power o appoint such sub-comimditees with such funciions
and powers as the Board may consider necessary for the

effective exercise of its funciions,

The applicant does not challenge resolution 2004/P4 of 2004
which delegated functions including disciplinary powers to the
Group Chief Executive of Transnet. The applicant aiso
accepts that in terms of that resolution the Group Chief
Execuilve was entitied to sub-delegate his or her nowers.
Although the legality of the sub--delegation by Mr Wells in his
capacity as Acting GCE is challenged, the applicant BCCRDLS
that #r Wells sub-delegated his disciplinary powers to Mr

Maharaj. Indeed, Mr Gama had previously been brought a
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disciplinary body pursuant to the exercise of these delegated

powers,

[92] For reasons that appear in the previous section, there can be
no administiative justice chellenge under PAJA to  the
delegation and sub-delegation of the powers conferred on Mr
Maharaj tw consider whether or not to bring disciptinacy

charges against Mr Gama,

1331 The question of whether the delegation of the authority (o
consider bringing disciplinary charges against Mr Gama or to
suspend him involved a breach of a constitutional requirerient
or of 3 common law right under contract or corporate
governance needs to be considered both by reference to the
facts and the exstence of the legal right contended for in the
circumsiances of the case. it s accordingly necessary to set

out the Tacts in some detail,

THE FACTS
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(541 The key facts zre not in dispute. Accordingly it is
unnecessary to invoke Plascon Evans Paints Lid v Yan Riebeeck
Points (Pt} Ltd 1884 {3} 8A 623 (A}, bearing in mind tha't the

appitcant effectively seeks final relief.

15351  On 31 January 2008 the then Minister of Public Enterprises
atldressed & letier to Transnets then chalrperson, Mr Fred
Phaswana. Mr Phaswana was informed that the Department of
Fublic Erterprises had received informetion concerning
allegations of "... corruption and procurement irreguiarities iy
Transnet, reicting In poarticelar, to the awording of the
locomnilve tender.,” The Minister canveyed the Department's
concern that it was necessary to Investigate and assess the
aileged irregularities.  The irregularities related o what has
heen previously referred 10 also as the "50 Like-New

Contract”,

[58] tovestigations then commenced during the first half of March
2008 and focussed principally on frregularities in the tender
process.  BDuring May 2008, disciplinary action was instituted

against the then General Manager: Engineering in TFR who was
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.28

considered i the time to have been primarily fesponsible for

the procurement process, namely the.

During the course of the investigation, it appeared that Mr
Gama had concluded the locoinotive agreement on  the
strength of a specific Board resclution but that he had not
compliad with the condition to which the Board approval was
subject, namely “.. that Tronswerk would carry out el

engineering on assembly and maintenance®.

During September 2008, Transnet's then Group Chief Executive
(GCE), marla Ramos, received an anonymous letter alicging
irregularities in TFR's Security Department. This included the

award of a security contract to GNS,

in both October and November 2008 & number of further
anonymeus communications were received, including by the
GCE, all relating to alleged misconduct and irregularities n

the TFR Security Department.
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AL a meeting held with Transnet's group forensic manager, and
ger,

Mr Oates of Ernst & Young who are Tramsnets internal

auditors, Mr Gama was informed of the ANONY Mous

communications.  He was advised that the internal audit

department would be conducting investigations.

On 12 February 2009 Mr Oates forwarded a draft status report
o Ms Ramas at her requast relating to hoth nvestigations, i.e,
i respect of the locomolive acquisitions and the GNS

contract.

On 13 February 2009 Ms Ramos, at her lash Transnet board
meeting as GCE, briefed it on the status of both
investigations. Emst & Young's draft status repori identified
concerns about Mr Gama's role and conduct in relation o each
of the Investigations. Ms Ramos then handed over the issuss

raised in the investigations to the Beard.

Earlier on the same day, the Board, during the course of a
closed session which excluded the executive directors,

debzted its preferred candidate to replace Ms Ramos' as GCE.
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Prior to the moeting, the Corporate  Governance  apd
Neminations Commiittee {GCM Committee) of the Tramspet
Board had decided on a short-list of five candidates pursuant
to a process that had commenced in the last quarter of 2008,
after Ms Ramos' intended resination became kriwen.
Although Mr Wells had made himself avatiable on 9 Decernber
2008, he withdrew his candidacy three days later.  This
occurred before the first meeting of the CGM Committee. was
convened to consider candidates and before interviews were

conducted on 9 and 10 February,

The shortlist of five candidates fncluded Mr Gama. During its
éies&d session the Board recommended Mr Pravin Gordhan as
its preferred candidate to the Minister. The other candidates
were not ranked. However, the Board's recommendation that
was conveyed on 13 February 2009 through its then Chair, Mr
Phaswana, was that Mr Game was nob suitable for
appointment as GCE.  The Minister was advised that "M
Sivabonga Gama, was thoroushly considered but there are

important gaps, relative to the requirements for this
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position. He currenily requires greater  cogriitive

development to handle the complexity of this position.”

After Mr Pravin Gordhan had withdrawn as a candidate, the
Minister requested profiles in a detailed report on ail the
other candidates. On $ March 2009 Mr Phaswana responded,
Mr Phaswana's letter again indicated concerns regarding Mr
Gama and added that since the previous letter of 13 February
2009 to the Minister, the Board had received documentation
and reports including the intemal auditors’ Teport, that
contained serious allegations of misconduct on the part of Mr
Gama, and which required the company te  conduct
investigations. Mr Phaswana indicated that it was necessary
to commence a new appointment process “... gs none of the

other shortlisted candidates are at the level required.”

fter the Board meeting Mr Phaswana then dealt with the
report  together with the chairpersons of the Boan
Committees, namely the Risk Ca{émi&tee, the Remuneration
Committee and the Audit Committee. At that time Mr

Everingham was the chairperson of the Audit Commitiee,
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They then discussed the Fmist & Young report on 19 Febsruary
2008, Subsequently a meeting was held with aito reys
appointed by the Board for the purpose of apprising thewm of
the report and to obtain advice. On 26 March 2009 the
attorneys advised that the PFMA *... obliges Transnet's Board

to toke disciplinary steps against the TFR CF fmr Gamal".

On 23 April 2009 Transnets head of internal audit, together
with the attorney who provided the advice, reported on the
forensic investigation to a closed session of the Board
Commitiee Cheirpersons. The Board decided to hand the
investigation regarding both contracts over to the Executive,
ft was also decided that Mr Wells would review the advice
given and, in his capacity as acting GCE, would take

eppropriate steps on behalf of Transnet.

Mr Wells then also seught legal advice from a different firm of
attorneys. Its purpose was to establish Transnets legal
obligations in dealing with a2 matter of this nature and o

advise on the appropriate process that should be followed.

134



v o e st e
e

[69]

70}

711

- B3

On 11 May 200% mr Wells held a meeting with Mr Gama &nd
informed him of the legal opinion that Wells was considerring
foliowing with regard to certain ailegations made against Mr
Gama. Thisis confirmed in a letter addressed by Mr Gama to

Mr Wells on 18 May 2009.

in the letter of 18 May 2009 Mr Gama confirmed that during
their discussion on 11 May 2009, he had referred (o enquiries
previousty directed to hiny by Ernst & Young and conterded
that Ernst & Young's investigation was stitl on-going. Me Gama
expressed concem that his reputation cowld be prajudiced as
a result of untested allegations. The letter concluded with Mr
Gama urging that appropriate safeguards be taken to ensure
that there would be no damage to his career or reputation as
a result of any possible perceptions croated or leaks as a

result of Mr Wells' investigations.

At a special meeting of the Board heid on 2 June 2009 Mr
Wells updated the Board on the investigations and at a
subsequent Board meeting on 18 June 2009, Mr Phaswana

informed the Board that the forensic investigation had been

. 1'3[5
T
s ;3
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handed over to Mr Wells for execution and finalisatinn. The
Board was also advised that a report would be furnished omce

the investigations had been finalised.

(in 18 June 2009 Mr Weils addressed a letter to Mr Gama
which confirmed the receipt of legal advice that had been
obtained by the Board relating to the seriousness of the
issues. This required that the matter be dealt with at an
executive level and the letter informed Wr Gama that the

Roard had instructed him o deal with the matier.

The letter of 18 June 2009 afforded Mr Gama an opportunity
to respond. formally to both the issues regarding ihe
locomotive contract and also to the GNS issue. The letter was
comprehensive and set out details of the complaints. In
regard to the latier, one of the issues was that the contract
approved by Mr Gama was for an estimated total value of
R18,9 million whereas he only had authority to conclude a
contract up to R10 million and also indicated that the process
of appointing GNS "was flawed and there is a strong indicotion

that it was mapipulated’.
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On 19 June 2009 Mr Gama requested time o address the
{ssues raised. He also requesied the legal opinion oblained
by the Board, and access o documentation au Transnet Rail

Frngineering {TRE} and Emst & Young.

on 13 July 2009, Mr Gama then addressed s letter to the
Chairperson, Mr Phaswanz, referring to Mr Wells' refusal to
provide a copy of the legal opinion, M Gama contended that

this “.. vitiates the process of adminisirative justice and

foirness’. The letter concluded with Mr Gama expressing

copcern that the tenure of the Board was nearing an end and
it should not determing such an imporiant or maijor decision
“.. days or hours before the end of its tenure” &s it would
infringe the duty of care required at a time when they would
have what Mr Gama termed "g diminished responsibility

towards the company’.

On 17 July 2009 Mr Fhaswana replied to Mr Gamz. e stated
that Mr Gama had no right to a copy of the legal apinion, nor
was it necessary for #r Gama 1o have the document in order

to respond. M Phaswana also recorded that the initial

o
b
4. ;
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investigations into both the locomotive contract and the
security services contiact had been conducted by the Trangnst
internal auditors befare the Board took legal advice.  He alse
rejected the suggestion that the outgoing directors of the
Board had diminished responsibility and asserted that hey
remained subject to their fiduciary duties until their tenure on

the Board ended,

On 20 July 2009 Mr Gama addressed a comprehensive response
to Mr Wells, who was now the Acting GLE , to the allegations
regarding both the locomolive contract and the security
services contract.  Mr Gama contended that when Mr Wells
proceeded to unwind the locomorive transaction he had in
fact incurred significant and unwarranted expense  for
Transnet and that Mr Wells was now attempting to shify the
blame onio r Gama.  Mr Gama coniended that this wes
disingenuous and that in fact Mr Wells was now attempting to.
reinstate the original contract. Mr Gama claimed that Mr

wells' had adversaly affected Transnet by wrongly intervening

138



[78]

- =7 -

as he had done. Mr Wells was not implicated whether

directly or indirectly in.the security services contract.

A special meeting of the Board was held on 28 July 2009 at
which My Wells updated the Board on the tnvestigation. he
did not advise the Board of Mr Gama's accusations against Him.
After Mr Wells left the meeting, a concerm was refsed about a
perception that the Board had conflated the succession
process with the forensic investigations. The Board
emphasised that the February 20008 decision not
recommend Mr Gama for appointment as GCO on the grounds
that unsuitability for the position had been raised before the
Board who became aware of the forensic investigations,
Hawever, in view of the sensitivity surrounding the forensic
investigations, and alive to a media report that there was a
succession battle between Mr Wells and Mr Gama, the Board
decided to appoint a sub-commitiee o assist Mr Wells in
finalising the investigation and to notify the Board of is

recommendations.

i
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A sub-committee of the Bosrd was then appointed. It
consisted of the Chairperson of the Board, Mr Peter Jc@b@m
and #r Everingham {(who since 11 August has been serving as
Acting Chairperson of the Board). This is recorded v the

minute of the closed session meeting of 28 July 2009,

The sub-committee met and came to the view that Mr Wells in
his capacity as acting CGE should proceed with discplinary
proceedings against Mr Gama. The sub-cominitiee consitered
further legal advice Trom Transnets attomeys on 13 August
2009 that ... [here were grounds foir concluding chat fr
Gumne hod breached the provisions of the PFmd and that
Tronsnet was obliged to s::ak@ such disciplinory steps against

him",

Accorgingly, both the. then chairperson and his successor
{Acting) as well as Mr Joubert had considered Mr Gama's letier
of 20 July 2009 including the allegations made regarding Jar
Wells and the conclusion sought io be drawn that the
investigation had beern motivated by Mr Wells' aitempt o

cover up his own mistakes.
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The sub-committee then reported to the full Board &t a
special meeting held on 24 August 2009. At that stage My
Gama's response of 20 July 2009 had still not been circulated
to the full Board. Based on the sub-commitiee’s
recommendations, which considered Mr Gama's response, the
full Board noted that the sub-committee had discharged its
obligations in assisting Mr wells to finalise the forensic
investigation matters and in the circumstances {including a
consideration of the legal advice taken) the full Board”
"RESOLVED  unanimousily that the acting Group Chief

Executive should give effect to necessary disciplinary action.”

Subsequent te the meeting, and on 24 August 2009, WMr
Maharaj in his capacity as Group Executive : Human Resources
addressed & notice to Mr Gama which was received by My

Gama on the same day.

The documeni is headed “Netice fo aftend a disciplinary
héan‘rig"_w This notice informed Mr Gama that a pre-dismissal
arbitration would be held into allegations of misconduct or

incapacity on the grounds set out-in the body of the notice.
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The grounds related both to the locomotive contrace and the
Security services contract. It fuither informed Mr Gama that
a pre-hearing meeting would be held at the offices of Bovemnan
Gilfillan Attornevs on 27 August 2009 for the purpose of
dealing with the conduct of the hearing, to resolve  any
preliminary issues that were capable of resoiution and to

ensure that the hearing would Tun smoothly,

The notice to attend a disciplinary hearing recorded that
Investigations into the security services contract hag not been
finalised and that Transnet reserved the right to deal with

further matters that may be revealed,

The notice then dealt with the issue of SUSPENSIOn,  § quote

the relevant paragraph in full:

"Because of the seriousness of these allegations and the
fact that, if proven, thoy may demonstrate that you cannet
be trusted to execute your responsibilities in your preseryt
position and may result in your dismissal, and since, in
these ﬂ:ircuffastances, your continued presence I the
workplace may be prejudicial to the conduct of the enyuiry
ftself Transnaet is contemplating suspending you fram your

=
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employment  pending compietion of the disciplinary
process. You arg Invited 1o make written representations
on the guestion whether it would be appropriate o suspend
you pending completion of the disciplinary process and.
what other measures, if any, Transnet should consider to

-

protect its interests during that peried. You should adglress
any such representations to Fradeep Mahara by 12h00 on
Wednesday, 26 August 2009."

[87]  On 26 August 2009 Mr Gama's attorneys addressed a letter 1o
Mr Maharaj. The letter was copied to Prof. Everingham (now
Acting Chatrperson of Transnet, to Mr Wells as Acting GCE, the
Minister of Public Enterprise and the Deputy Minister of Public
Enterprise. The letter recorded that Mr Gama objected tg
the validity and faimess of the steps being taken against him
both in relation to the broposed disciplinary hearing and the
proposed suspension. !t was contended that these steps were
taken and timed with a view to prejudice Mr Gama's prospects
of filling the vacancy for the Group CEQ position of Transnet
"o for which our client is deemed io be q favourite / frone-
runner to be appointed in this position”. This was in view of
tne fact that Cabinet was due to take a decision on the

suitable candidaie on or shortly after 26 August,
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The letter of 26 August also stated that the actions wwere
deliberate, devoid of good faith and moiivated bv an ulterior
purpose. The letter then proceeded to chellenge My Maharaj’s
authority to issue the notice of 24 August. Furthermors, it
was also contended that Mr Wells and Maharaj had already
predetermined ta suspend Mr Gama hefore atlowing him an

opportunity to make representations.

The letter of 26 August 2009 coniended that the process was
nat bonia fide, had been manoceuvred to creale unnecessary
urgency wiih the intention of prejudicing Mr Gama. The letter
required proof of the authority upon which Mr Maharal was
entitled 1o issue the notice of 24 August , required additional
time to submit representations in respect of his proposed
suspension and required to be natified of the person
responsible for considering whether or net to suspend Mr

Gama and the basis of such autharity.

In this regard, Mr Gama's contended that onty the full Board of
directors should fairly and iegaily decide on his possivle

suspension.  This was by reason of Mr Gama's seniority in

: %éjﬁi
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Transnet and the allegations made amainst Wells whic
precluded him from taking such a decision. in the letter,
confirmation was sought that the Board would take the
decision regarding suspension. Mr Gama also requested an
opportunity to personaily address: the Board “... in order to
share other or further information that would indfcote g
conspiracy against him so as to place the Board in g better

position to determine whether to suspend him or not.”

Mr Garna was afforded an cpportunity until noon on 28 August
2009 o make representations in regard to his possible
suspension. The letier expanded on the concerns that gave
rise to considering Mr Gama's suspension and include that the
allegations, if proven, may result in a finding that Mr Gama s
unfit to hold office which would result in serious risks to the

husiness if he continued 10 hold office.

Furthermore, in the letter it was contended that the
disciptinary process itseli may have a very serious impact on
Mr Gama's ability to run his division and to work effectively

within the executive team under the teadership of the currers
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Acting GCE. it was claimed that the situation was
exacerbeted by reasons of Mr Gama's allegations of a
conspiracy in relation to both the substance and the timing of
the process. The letter also indicated that management of
the TFR exscutive team was likely to become very difficult
during the period of the disciplinary pracess and that there
was a real possibility that Mr Gama would not be able to
devote the necessary time and attention to TFR business while
deating with the serious disciplinary allegations.  Mr Maharaj
indicated that he would be taking the decision on suspension
in his capacity as Group Executive : Human Resaurces "under
authority delegated to me by the acting group CE {anc in
consultation where necessary with the acting group CE)'.
The letter claimed that atl steps had been taken with the full

kriowledge and support of the Board.

On 27 August 2009 Mr Gama's response of 20 July 2009 was
circulated to the full Board. Accordingly the full Board
hecame aware of the allegations that Mr Gama had made

agatnst Mr Wells and his motives,
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On 31 August 2009 Mr Gama's attorneys addressed another
comprehensive letter to Mr Maharaj dealing with the issue of
Mr Gama's proposed suspension.  Prior to that Mr Gamna’s
attorneys had also indicated that the disciplinary hearing
could only be chaired by an independent, senfor and suitably
experienced legal practitioner who has no connection with

either of the parlies.

On 31 August Prof Everingham's attorneys responded to the
letter of 26 August. The letter dealt with matters covered

elsewhere in this judgment.

On 1 Sep‘s‘:‘em‘@er 2009 Mr Maheraj addressed a letter to Mr
Gama stating that he had given careful consideration o the
representations made in relation o the guestion of his
possible suspension. Mr Maharaj advised Ar Gama that on the
basis of a iegal opinion provided to him, he was satisfied that
he had the necessary authority to take the decision in relation
to the guestion of suspension. Mr Maharaj stated that afier
balancing the representations made against the interests of

Transnet "... during this difficult period” he decided to

i
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suspend Mr Gama from his duties with immediate effect and
that the suspension would continue until disciplinary priocess
was finalised or until the suspension was lifted, My Gamea was
requested to advise whether he required written reasons for

the decision,

On 2 September 2009 Mr Wells fssued a statement advising of
Mr Gama's suspension and that discipiinary process enjoyed
the Boards unanimous support. i also confinmed thas
disciplinary hearing would be adjudicated by an independent

arcl external arbitrator.

At a subsequent meeting on 10 September 2009, the full Board
unanimously confirmed its resolutions of 24 August 2009 and

of 28 July 2008,
in my view the undisputed facts reveal the following:

{a) The aliegations of misconduct are serfous and there is
no objective indication that they have been trumped

up. The reason is that they have been the subject
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matter of on-going investigations initiated well besfore
any suggestion of Mr Wells” invelvement in attempting
to influence the outcorne.,  The investigations and the
decisions to institute disciplinary proceedings,
including those against Mr Gama, have been subject to
independent professional scrutiny by Ernst & Young,
who are Transnet's internal auditor, {.e. an
independent auditor engaped as one of  two
independent auditors in order to satisfy good corporate
governance principles) and also two sels of reputable

firms of attorneys.

The advice given by the independent firms of attorneys
was that the investigations revealed a breach of the
fiduciary duties and responsibilities owed under the
PFMA. They advised that Transnet had an obligation
to take disciplinary steps against those. who were
considered on the evidence then available to be held

accouniable.
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Both the Transnet Board and its Executive had been
concemned  about  their  obligations to  properly
investigate the issues. There is no evidence to suggest
that the investigations were ever put to bed and only
resurrected because of Mr Wells' attempt to discredit
Mr Gama or because of an attempt to prevent Mr Gama
from being appointed as GCE of Transnet. On the
contrary, the investigations were expressly pessed on
by Ms. Ramos in her capacity as out-going GCE of
Transnet to the Board and the Board then proceeded to
place the responsibility for further investigations in the

hands of its Executiva.

There can be no quarrel with the Board's delegation of
its authority to investigate, consider initiating
disciplinary proceedings or consider the possible
suspension of Mr Gama to Mr Wells prior to 20 July
2009 when Mr Gama for the first time claimed that My
Wells had an ulterior motive for proceeding against

aim.  This is because the Board and Mr Wells had been
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acting in terms of the long existing delegated authority
contained in a 2004 board resolution. Moreover, the
authority of Mr Wells to sub-delegate these powers to
another was on the face of it, pursuant to the same

2004 board resolution.

{e}  Both a sub- committee of the Board as well as the full
Board have supoorted the decisions taken to proceed

with disciptinary charges and to suspend the applicant,

[100] 1proceed to consider whether the facts support the apolicant's
challenge to the delegation of avthority to M Maharzj on
constitutional or common law grounds {arising either out of

principles of corporate governance or contract).
CONSTITUTIONAL CHALLENGE

[101] Mr Nixon on behalf of the applicant contends that the
delegation of authority by a person who is tainted itself taints
any steps taken by the delegated functionary. As |

understand it the constitutional challenge goes o a

gl
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perception of bias based on an inferpretation of the
constitutional principles governing public administration set
out in sections 195(1) and {2){b) of the Constitution,  The
contention that Mr Wells has exerted undue influence over the
Board itself or a sub-cormmittee of the Board extends the
perception of bias to the decisions hitherto made by thern as
weil. It, however, does not extend to the peint that the full
Board cannot now disabuse? its mind and reconsider the entire
matter since this is effectively the order soughi by the

appticant.

The SCA in Zuma supra at paras [38] - [38] confirmed thres
principles.  Firstly, that a faflure to comply with a
constitutional or statutory requirement rerains justiciable
under the principle of legality, irrespective of whether or not
PAJS applies. Secondly, actions in the realms of inftiating
charges against a person are not wrongful merely because it is

brought for an improper purpose.  Finally, in order to offend

the requirement of legality there must, iIn addition to an

o
i

m}

B
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improper purpose, be a lack of reasonable and probable

grounds to support the decision taken

1 have set out ine Tacts in considerable detail. In my view
reasonable and probable grounds exist for supporiing the
decision to institute disciplinary proceedings and to suspend

Mr Gama,

it should also be bormme in mind that the disciplinary
proceedings are to be conducted before an independent

professional, and suitable skilled person.

| wish to make it clear that my decision does not in any way
suggest that Mr Gama may be found to have been property
charged. He is clearly innocent until proven guilty and he has
set. out comprehensive reasons as to ‘why the charges are
without merit. Nonetheless, as with any competent decision
to initiate charges, it remains based on reasonable grounds.
The requiremenis of accountable governance requires a

proper and expeditious ventitation of the issues.
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[108] 1t was alsu contended that the decisions taken breached Mr

Gama's constitutionel right to dignity under section 10 of the
Constitution. In my view, the fact thet a person faces
disciplinary charges of misconduct inevitably affects his or her
dignity. The applicant accepts that such an infringement is
the inevitable consequence of any competently browght
charge. lt, however, appears that the applicant’s contention
goes to the thning of the decislons taken, bearing in-mind that
he is a contender for the most senior position in possibly the
largest State-owned corporation. Again, provided the
reguirements of legality in the process of bringing disciolinary
charges and in suspending Mr Gama are met, the invasion of
dignity is a necessary, reasonable and accepted consequence
and a constitutionally sound limitation under section 36 of the

Constitution. Moreover, the constitutional value of

accouniability addressed in the SA Association of Personal

Injury Lawyers case supra, should not be overlooked in

halancing competing constitutional interests.
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[107] There is also no case made out of perceived bias that can

1108}

affect the legality of the process, Much iess that of
institutional bias. Ses Presidsnt of the Republic of South Adrica
v South African Rugby Foothsll Union 1989 (4) SA 147 LY at
paras (48] and {481 Sager v Smith 2001 {3} BA 1004 (8CA) at
pares [18] and [17] Council of Review, South Afvican Defence
Force snd othaers Monnig and others 1882 {3) SA 482 (A}
Swariz NO and Others v Watlach and Another (WLD Case no,

15422/97, Judgment on 4 February 20025, | also refer to this

aspect laver.

Accordingly, a case has not been made out for a valid
constitutional chalienge to the legality of the decision to
delegate or any other element of the process upon which the

applicant has sought to rely, even tangentiatly.
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CORPORATE GOVERNANCE AND OTHER COMMON LAW GROUNDS

[109]

(110}

[111]

fn my view Mr Gauntlett and Mr. Pretorius, on behaif of the
various respondents, are correct in their respective
subrnissions that such a case has not been propeily made out
ion the founding papers. There s no evidence of an implied
term nor has a case been made out of some infraction of 2
corporate governance principle either in retation to delegation
of power or in the competence of the person who has been

delegated.

The furthest the applicent has gone is to content that Mr
Maharej is under the influence of Mr Wells, that there is a
perception of bias that taints the entire process (i.e. a form of
institutional bias) or that Mr Maharaj is too junior Lo take the

decizions,

For the same reasons expressed earlier, | am satisfied that Mr
maharaj had the necessary authority. Furthermore, the mere
fact that Mr Wells delegated his powers to Mr Maharaj cannct,
without more, taint the decision taken by My maharaj. There

is no evidence placed before me {o suggest that Mr Maharaj
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[112]

[113]

N

exarcised anything other than an independent decision-maling
power notwithstanding the  allegations, that are realiy
conclusions  without adeguate foundation, made W  the

contrary and which | mentioned eartier,

i am fortifled by the decision relied upon by Ms Pretorius of
Bulla v Akhawarray: MEC Finance, Northern Cape Government
[2004] 3 Alf S4 693 (NC) at paras 4,5 and 23. 1 respectiully

adopt and apply the position stated by Olivier J in that case,

| have had some difficulty insofar as Mr Maharaj took the
decision to suspend Mr Gama. Although Mr Mahara] and Mr
Gama are at the same level of seniority (according to the
respondents} the question of Mr maharaj's competence to take
a decision that is intrinsically concerned with the pperational
requirements of Transnet and s continued ability to function
properly may have raised concerns. However, the applicant
did not suggest that Mr Maharaj lacked the ability to make an
informed decision and accordingly no factual basis has been
laid to suggest tiris, Moreover, noth a sub-committee of the

Board and the Board itself had endorsed Mr Maharaj’s decision
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[115]

- B -

to suspend Mr Gama. In the case of the Full Board, this was
by way of a recorded Board resolution.  The terms of the
suspension make it clear that if the Board is so resolved it may

at any stage reconsider the suspension,

I have assumed that there are competent grounds for
challenging under commen laws review or by an application of
corporate  governance  considerations or contraciual
ronsiderations the issues rajsed by the applicant. | would not
wish this decision to be taken as an acceptance of any of the

legal righis contended for.,

In view of the facts prasented in this case, i s unnecessary lo
ronsider the legal arguments raised. | would, however,
respectfully refer to the decision of Hodes AJ in Penningfon v
Friedgood and Others [2001] JOI. 8973 (C} and his rejection of
much of the argument rafsed by Mr Kennedy on behalf of the

applicant.
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MISJOINDER

[116]

{117]

In my view the applicant improperly joined the fifth to
thirteenth respondents.  The fenth and eleventh respondents

did not oppose the application. All the other members of the

Board in their capacity as Board members did so. The costs

will form part of the main cosis order,

In my view it would be setting an undesirable precedent ¥f a
Board decision was challenged I:_>3,‘ requiring each and every
member of the Beard to elther admit or deny allegations
concening decisions taken by the Board. A Board operaies on
principles of majority rule. In many cases these decisions are
taken in closed session. Whilst there may exist exceptional
circumstances where such a course ocught to be left open to a
litigant, | am satisfied that in the present case no such

grounds have been disclosed.
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CONCLUSION

[1181

[419]

[120]

The applicant has not made oul a case for challenging the
iegality of the delegation of authority whether from the Board
or by Mr Wells to Mr Maharaj nor can the decisions taken by Mr
Maharaj be considered to be either tainted or ralse adeguate

grounds for perception of bias.

| also find that there has been an impermissible joinder of the
fifth to thirteenth respondents.  Since the tenth and eleventh
respondents have not opposed the application, §t is

unnecessary to deal with any cost issue in relation to them.

The decision | make clearly has no impact on any challenges
that are open fo the applicant under the LRA. in my view,
there are no valid challenges to the decisions taken that arise

within the jurisdiction of the High Court and which have been

raised.
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[121}] 1 accordingly make the following order:

The application Is dismissed with costs, including the

costs of the first to third respondents and of the

fourth to thirteenth respondents (exciuding the

tenth and eleventh respondents), such costs to

include the costs of two counsel.

HEARINGS:
JUDGMENT:
Applic;

1st_3rd Resp;

4% g% g 12.13;

SPLG J

22, 25 and 30 September 2009

7 Gctober 2009

Adv P Kennedy 5C

LANGA ATTORNEYS

Adv PJ Pretorius 5C , Adv H Shozi
BOWMAN GILFILLAN ATTORNEYS
Adv JJ Gauntlett 5C,

Adv L Nokosi-Thomas, Adv H
Maenetje, Adv M Blumberg

EVERSHEDS



162

Annesuge’ 3"

IN THE DISCIPLINARY MATTER BETWEEN:

TRANSNET LIMITED The Employe r

and

S GAMA

The Employee

FINDINGS iN DISCIPLINARY HEARING

1

Hearings in this matter were held between 13 January and 25 February
2010 during which period there was some 14 days of hearing. Mr, Gama,
the employee was represented by advocate G. Pretorius SC assisted by V.
Ngalwane and instructed by attorney Mr. T. Langa of Langa Attormneys.
Transnet the employer was represenied by advocate P. Pretorius SO
instructed by attorneys C. Todd and K. Savage of Bowman Gilfilan
Attorneys. The parties agreed to waive the strict requirements of the
Disciplinary Code and Procedure set out in paragraph 6.3 of the Transnet

Code,

To understand the charges one needs to appreciate that although Transnet
is a single company of which the government is the sharehoider, it operates
through various divisions including Transnet Freight Rail (“TFR?) formally



3

2

known as Spoornet and Transnet Rail Engineering (“TRE”) formally known
as Transwerk. The governance structure of Transnet is that it has Board
which has four sub-committees including an Audit Committee and a Group
Executive Commitiee. The main divisions of Transnet ordinarity replcate
that governance structure. At group level there is a Group Chief Executive
Qificer, Chief Financial Officer and Chief Operating Officer as well as the
Execuiive Responsible for Human Capital and the Fxecutive Responsibie
for the Office of the Chief Executive. There are a number of sub-
committees of the Group Board including the Capital Investment

Commitiee.

THE CHARGES

Gama is the Chief Executive Officer of Transnet Freight Rail. He was
suspended on 1 September 2009 pending the finalisation of the disciplinary
process initiated by the delivery of the original charges on 24 August 2009
which notified him to attend a disciplinary hearing. It is apposite to set these

charges out in detail. They are as follows:

“1. You authorised the conclusion of a contract for the provision of
secutity services by General Nyanda Security Advisory Services
(Ply) Ltd (GNS} on confinement in excess of your delegated
authority.  This constituted a wilful or afternatively, negligent
failure o carry out your duties in the manner expected of you, and
has resuited in breaches of the PFMA that included but are not
limited to, sections 50, 51, and 57 of the PFMA. This conslifutes
misconduct contemplated in seciion 5 1{1)(8) of the PFMA.

1.1. The procurement process for the award of the contract
was irregular.

1.2, When the irregularities in the process were brought to
your attention you failed to take appropriate steps efther to

investigate the irrequiarities, to terminate the comract, or
lo implement any other appropriate measure to deal with

the situation.

1.3 In your explanation for these failures you have refused to
acknowledge that you exceeded your delegated authority,
and failed to demonstrate an appropriate level of concem
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al the apparent manipulation of the procurement process,
or to acknowledge the seriousness of the irregularitics in
that process, and you failed to accept responsibility For a
decision for which you are accountable.

1.4, Your conduct in approving the confract with GNS falls far
short of any standard that may reasonably be expected of

a person in your position.

You failed to comply with the ferms of the Board resolution o f 26
April 2007 which approved the acquisition of 50 ‘“like new”
locomolives and which authorised you to conciude, sign .and
execule the comiraci. Specifically you failed to conciude the
contract or to execule the contract in compliance with the
condition established by the Board that Transwerk (now Transnet
Rail Engineering) would carry out all engineering on assemply
and maintenance.  This constituted a wilful or alternatively,
negligent failure to carry out your duties in the manner expected
of you, and has resufted in breaches of the Public Finarice
Management Act (PFMA), that included but are not lirnited to,
seclions 50, &1, and 57 of the PFMA. This constitisies
misconduct contemplated in section 51{1)(e} of the PFMA.

2.1. When the failure fo comply with the terms of the Board
resolution was brought to your attention you failed to take

appropriate steps to rectify the situation.

2.2 In your explanation for these faifures you have refused fo
acknowledge that yvou did not comply with the terrs of the
Board resolution, and have failed fo demonstrate an
acceptable appreciation of your responsibility for the
execution of a profect of that size and significance.

2.3, In addition you have sought to redirect all responsibility for
shortcomnings in the project away from yourself and in the
direction of your cofleagues and subordinales. This
demonstrates an unacceptable failure fo  accept
responsibility for matters for which you are accountable.

2.4, Your conduct in relation to the conclusion and execution of
the 50 like-new coniract falis far short of the standard that
may reasonably be expected of a person in your position.

T
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4

4 Charge 3" while not abandoned, was not persisted in during closing
argument for Transnet and is not considered in detail in these findings,
Charge 3 is in the alternative to charges 1 and 2, it being alleged in charge
3 that Gama’s conduct in relation to the GNS contract and the 50 like Nnew

contract both constitute breaches of the Transnet Code of Ethics.

Subsequently the charges were amended by the addition of a further
charge to which | shall refer as charge 4. This charge reads as follows:

%)

“4.  In dealing with the allegations which are the subject of the
complaints set out in paragraphs 1 and 2, you have made
statements, directly or through your attorneys, and in affidaviis
filed in the course of the high court proceedings instituted by you,
concerning the motives, conduct, and integrity of senior
executives of the Transnet and/or members of the Board of
Transnet:

4.1.  which were calculated or likely to cause harm io those
persons and/or to Transnal: and/or

4.2, which were not justified or reasonable for you to make in
the circumstances: and/or

4.3, which are indicative of an irretricvable breakdown in the
frust refationship between you and Transnet.

4.4.  Specifically you made statements to the effect that:

4.4.1 The acting Group Chiel Executive (GCE) has
deliberately sought tc tarnish your image and fo
embarrass you, and has conducted himself in
relation to the subject matter of the complaints set

f Charge 3 reads: In the alternative, your conduct in relation i each of the matters deal with in 1
and 2 constitutes a breach of the Transnet Code of Ethics. More specifically, e Traghsue;
Code of Ethics requires that employees ensure that thelr actions comply with gppficable faws
and regufations, internal conirols, policies and procadures and that they are accountable for
iheir actions and the safe maintenance of assets under their control.  This is tnacceptable
parformance for a person with your degree of responsibility within the organisation, and
demonstrates an inability to perform to the standard reasonablly expectad of a person in vour

eosition,”



4.5

4.6.

4.4.2

4.4.3

4.4.4

4.4.5

4.4.6

4.4.7

4.4.8

4.4.9

5

out in paragraphs 1 and 2 for an improper PLIDO-586 oF
for an ulterior motive;

The acting GCE has fabricated affegations with an
ulterior mofive and in pursuit of his own personal
inlerests;

The acting GCE, other senior executives and ore or

more members of the Board have acted in a siristor
and mala fide attempt to subvert your candidacy for

the GCE position;

The acting GCE andfor members of the Board arid/or
Transnet may have committed a criminal offence by
instituting or endorsing the disciplinary proceedings
instituted against you;

The information relevant to one or more of the

allegations of misconduct against you was obtafned
in the course of “malicious skulduggery” against

your;
The disciplinary proceedings were instituted in bad
faithr and for an ulterior motive;

The complaints form part of a “witch hunf’ by the
acting GCE and “his Cabal” against you;

The acting GCE and another senior executive
conspired to “scuttie” or lo prejudice your chances of
being considered to the position of GCE:

The acting GCE concealed information from the
Board.

You stated that you were not interviewed in the course of
the investigation of the allegations thatl are the subject of
the complaints, when this is not true.

Your conduct jn making some or all of these statements
has caused irreparable harm to the relationship of trust
between you and Transnet and to the working
refationships  that are necessary fto sustain your
employment and/or has resulted in a situation of
incompatibility between you and Transnet andior its

feadership.”
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Understanding the Charges

6  Charge 1 relates in broad terms to the conclusion of a contract betwrgen
Transnet and General Nyanda Security (Pty) Limited (“GNS™)? allegedFy in
excess of Mr. Gama's delegated authority. For convenience | shall refer to
this as “the GNS contract”. In simple terms this charge alleges that Gama
authorised the conclusion of a contract on confinement and dig 80 in excess
of his delegated authority. An examination of this charge immediately
reveals the clauses 1.1 to 1.4 of this charge allege poor performance by
Gama in that broadly he failed to take appropriate measures fo investigate
the irregularities associated with the awarding of this contract or to

reguiarise the situation.

7 The second charge relates to a different aspect namely the signing of a
contract for the acquisition of 50 recenstructed iocomotives, Buring the
hearing this was referred to as the “50 like new contract”. The essence of
this charge ‘is that aithough Gama as CEQ of Transnet Freight Rail was
authorised to conclude the contract to procure these refurbished
locomotives, such authorisation was subject to a clear written condition laid
dowrn by the Transnet board (“the board”). The allegation of misconduct js
that Gama failed to execute and conclude this contract in compliance with
the board’s condition. As with the previous charge, paragraphs 2.1 to 2.4 of
charge 2 then allege poor performance on Gama's part by virtue of his
failure to take appropriate steps to rectify the situation when the failure to
comply with the condition stipulated by the board was brought to his
attention. it is Transnet's case that Gama refused to accept responsibility
for the shortcomings of this project for matters for which he was

accountable.

? Seae below discussion about the compary name and identity
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8  Charge 4 is essentially a complaint that Gama has directly or throug h his
atforneys during the course of varicus High Court proceedings and gnore
recently made stafements critical of the motives, conduct and integri ty of
senior executives of Transnet and members of the board which were
unjustified and unreascnable and caiculated to cause hamm. This Transnet
says is misconduct. It is also contended that these statements indicate an

irretrievable breakdown in the trust relationship between Gama as the GEQ

of TFR and Transnet.

PRELIMINARY POINTS

9 On 20 November 2009, Gama delivered io the company a written response
to the disciplinary charges. This written response® raised three prefiminary
points. | shall deal first with two of those three points. It is convenient to

deal with the third preliminary point later in these findings.

First Preliminary point: Alleged dismissal of the charges by Ms Ramos the

Transnet CEQ

10 As | understood Gama’s counsel this point was ultimately not persisted in
during closing argument. | shall accordingly deal with it only very briefly,

11 During one of the usual periodic meetings between Ms Ramos the CEO of
Transnet and Gama at which key issues of TFR were discussed, Gama
mentioned to Ramos that he had received an anonymous letter which
implicated him in iregularities pertaining to the GNS contract. Ramos said
she had received a similar letter which, upon inspection, proved to be
identical fo the letter which Gama had received. At that one-on-one meeting
Ramos then said words to the effect that this was “rubbish” and that Gama
should not bother himself with it. Gama subsequently contended in his

® Bundle A1 pages 17-25

o,
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written response that on the basis of this statement by Ramos to him
Transnet considered the mattar of his alieged misconduct in relation o the
GNS contract closed and is now preciuded from proceeding against him

with the charges in relation to the GNS contract.

Gama's contention is thal he reasonably understood that Ramos had, by
way of this remark, dealt with and dismissed alj allegations of wrongdoing
on his part in relation o the GNS coniract. | agres with the submission in
argument that this contention reflects very poaorly on Mr Gama. lt is a rather
startling suggestion. The evidence shows that Ramos, to whom the letter
was addressed sent it on to Mr Chris Wells, then Chief Financial Officer
(and later from March 2009 Acting Group Chief Executive Officer) and Mr
Vuyo Kahl, Group Executive Legal with a note requesting that the matter be
fooked intc “as per normal processes’. Ramos not only called for the
allegations to be investigated but she also followed up on the progress of

the investigation both with Wells and Mr. Oates of Transnet internal Audit

(who oversaw the investigation) on a regular basis. This is clearly

inconsistent with Ramos having waived or dismissed the charges as
contended for by Gama. The evidence established that this complaint
started a long process of investigation by Transnet Internal Audit {“T1AM,
Moreover, in any event, it is not conceivable that at that stage, when Ramos
was unaware of the full facts of the alleged misconduct on Gama's part
{which had then not vet been investigated), that she could have excused
him. The evidence of Qates of TIA was that the anonymous tip-off system
received a 10 page letter concerning very various irregularities within TFR,
Although he tip-off letter did refer to a suspicion that the GNS contract may
have been secured in an under hand manner, the particular charge in
relation io the GNS contract, namely that Gama had concluded the GNS
contract in an amount beyond the level of his delegated authority, is nof one
of the alleged irregularities contained in the tip-off letter. Consequently, in
fact, that charge couid not have besn waived by Ramos. Gama couid
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simply not reasonably have understood that Ramos had excused him of all
misconduct in relation to the GNS contract. Indeed when he was CEOSS-
examined on this issue, Gama was evasive and driven to seek to trans form
his complaint in this regard into one about his not having been informed
unitil May 2009 of that there was in fact an investigation against him. G ama
accepted under cross-examination that Ramos had not dismissed as
rubbish any charge in relation to his signing a confinement beyond his

authority.* There is no merit in this first preliminary point,
The second preliminary point: Delay.in preferring the disciplinary charges

13 In paragraph 4.2 of Gama's response to the disciplinary charges® he
contends that bringing the charges belatedly was unfair and materi ally
prejudicial to him. This argument was persisted in during the disciplinary
hearing. Gama argues that the relevant facts where known to Transnet in
2007 and 2008 and that the inordinate delay in bringing the charges against

him is unfair.

14 This preliminary objection requires fuller investigation and consideration and

it is convenient to revert to this aspect later in these findings.

Third preiiminary objection: Vagueness of the charges

15 Although in his written response to the charges Gama raised the vagueness
of the charges as an issue and set out various grounds on which both the
first and second charges were allegedly too vague and not sufficiently
specific, the point was not persisted in at the outset of the disciplinary
enquiry. In my view, while cerfain of the charges were-wide of the mark,
particularly viewed with hindsight, they were not so vague as to render the

employee prejudiced in any way. There is no metit in this objection.

* Gama, page 65
® Bundle A1, page 20
2
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Background

16 Mr. Wells has been the Acting Chief Executive Officer for Transnet since
March 2009 when he succeeded the former CEQ Ms Ramos. Prior o that
he was the Chief Financial Officer. He set out the structure of the
organisation with its various divisions and governance structures with the
Board and its various Committees. Transnet Internal Audit reports dire cily
to the Audit Committee which is the Sub-Committee of the Board. For day-
to-day operations Transnet internal Audit (TIA) reports directly to the Chief

Financial Officer’'s Department.

17 Gama joined Transnet in-1994, as the Business Deveio_pme.nt,an_ci Planning
_Manager for the Port-of Durbari. Previously-he oblained a B'.C‘Qm degree
x"anad studied towards an MBA. Having wotked in. Pottnet for eleven years he

then in 2005 was appointed as the Chief Executive Officer of Spoornet, now
known as TFR. .In that position he headed up a teamn _Q_f fiftev_én general
managers involved in the various operations with four or five general
managers beneath him dealing with the day-to-day ranning of the
operational activities of TFR. The General Manager responsible for Safety
and Security for part of the time relevant to the present matter was Mr. John
Beattie. The CEO of Transnet Rail Engineering (“TF{E”) was Mr. Richard
Vallihu. TFR é?ﬂﬁiayé_.appf_oxi'mateiy twenty five thousand employees.

Charge 1: EXCEEDING OF DELEGATED AUTHORITY IN APPROVING THE
GNS CONTRACT

18 In relation to charge 1 Mr. Gama denies that he exceeded his defegated
authority.® He denies further that he was aware of any irregularities in the
procurement process of the award before the contract was concluded. He

¢ Bundle A1, page 23
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also denies that he failed to take appropriate steps to investigate: the

alleged irregularities once they were brought to his attention.

The Policy Framework

19

20

21

The Detailed Procurement Procedures (“DPP”) policy of Transnet is rele vant
to this charge. This policy was in place at all relevant times and provides
that the Transnet Board has delegated its powers for the day-to-day running
of the business to the Group CEQ who in turn has delegated certain powers
to the CEO’s of the rslevant Transnet entities, of which TFR would be one

such entity.

The DPP policy sets out the open tendering process (also referred to as the
Request For Proposal or “RFP” process) in Transnet.” The policy states
that: “The z‘endermg sysz‘em is regarded as the procurement mechanism
which best ensures cpen and fair competition. Tenders are invited
publically and any individual or enterprise is granted equal opporiunity to
tender for Transnet’s business.”® This general approach is however subject
to an exception dealing with the circurmnstances in which the open public
tender process is not adopted and where confined enguiries for quotations
may be invited. This is the exceptional procurement process referred to as
“on confinement”, the idea being that the business will be confined to only

one or a few tenderers rather than going on open tender. The policy states

that the confinement mechanism ... js ideally suited for circumstances

where due fo urgency, or restrictive market, ete, it will not be possible,

practical or economically viable to invite open tenders.”®

The conditions for the application of the exceptional circumstances under

which the confinement process may be adopted are set out in the DPP

’ , Clause 2.2 of the Policy
Cf ause 2:2.1.6 of the DPP Policy

®Clause 2.5
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policy. The following sub-clauses of clause 2.5 are relevant for present

purposes:-

“2.5.1.1 If the purchase, sale, hiring of movable goods or service
which must be rendered, or the offer received, exceeds R2
miflion in value and is of such a nature that it canno# be
dealt with in terms of any of the presctibed
procurement/disposal mechanisms, the matter must be
fully motivated in writing to the CEO, or his/her cluly
authonzed delegate in the Procurement Function,
depending on the value of the proposed confinement, who
will, if he/she agrees with the reasons advanced for the
proposed confinement, authorise the confinement of
business fo one or more contenders ony.”

2512 important fo note that the CEO or his duly authorised
delegale in the Procurement Function, who has been
granted such specific powers in terms of hi/her Special
Delegation of Authority, may grant prior written authority
to invite quotations or fo consider an offer, provided that in
his/her opinion it is in the best interest of Transnet”

“2.5.2.3 NB: It is accepted that in certain instances such as
derailments, washaways or failure of critical equipment
(such as an efecttic substation faiture), or instances where
any delay will result in the loss of lives, or loss of reventie,
efc., It might be absolutely impossible to obtain the
necessary prior authority to confine. In such an instance
the emergency work is performed, and a full molivation
only submitted afterwards, in the normal mannet, tc obiain
the necessary ‘“retrospective authority for confinement”
The words "in exceptional circumstancés” shall be appflied
Jjudiciously and restrictively. Misuse of this concession as
an excuse for bad planning will be regarded as a satious
contravention and will be dealt with se verefy.”

It is clear from these provisions that the confinement process is exceptional
tn nature and is used where the particular nature of the circumstances under
which the services or goods are required to be procured are such that it is

not possible to follow the open tender process. The policy does rnake
provision for retrospective authority for a confinement procedure, but makes

s s A
B
e

i}

173



174

13

it very clear that this retrospective authority is to be applied judicicushy and

restrictively,

22 A CEO, such as Gama, can act comfortably within his delegation of
authority so long as the programme for which he is authorising expenditure
has been approved in terms of the budget which is part of the corporate
plan.'® Where expenditure falls outside of the corporate plan or has not

been budgeted for then the Capital investment Committee (“CIC") has to

review the potential spend and, depending on the amount involved, the

authorisation may need to go to the Board for approval.

23 It was contended for Transnst that whenever authority is required to
exercise the procedures on confinement under clause 2.5 the person
adopting the confinement procedure must apply hissher mind properly to the
situation and is required to form an opinion on the basis of reasons given for
why the exceptional confinemsnt procedure needs to adopted. This is
indeed the case as appears from clause 2.5.1.1 of the DPP policy which
requires that matters on confinement be fully motivated in writing by the
CEO if he agrees with the proposed confinement. | did not understand

Gama to contend that he was not required to exercise his mind and form his

owrn independent view before authorising a contract on confinement.

24 in relation to contract acceptance the DPP policy provides that a manager
may only communicate acceptance of a tender and conclude a contract if
certain provisos have been adhered to, including that “the value of the
business awarded is within the level of his powers to contract in terms of his
Special Delegation of Authority”."" The alternative, where the value of the
business exceeds the level of a manager’s delegated authority, the policy
requires that “he shall obtain a mandate from higher authority fo conclude

'° Oates page 42
" Clause 6.2.1.2
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and administer the contract”™® The DPP policy also provides that each
division or business unit, such as TFR, wili have iis own Divisional
Acquisitional  Council (“DAC") which will consider and approve all
expenditure contracts falling within its jurisdiction and within the CEQ’s
delegated powers. Those transactions which exceed the CEQ's delegated
powers will likewise be considered by the DAC, and if the DAC concurs with
the recommendation, it will refer the matter to the relevant person in the
hierarchy with the appropriate delegated powers for the particuiar Rand

vaiue of the transaction.'®

The Transnet Delegation of Authority Framework'™ is also relevant, it
provides for the delegaiion of powsr in detall. For present purposes what is
relevant are the provisions which dsal with procurement’® and which
provides that four steps must be followed namely: (i) Financial approval to
spend the funds in terms of OPEX/CAPEX budget; {ii} Approach the market
for quotesftenders from potential suppiiers; (iii) Evaluate guotes/tenders
from potential suppliers and recommend award of business; and (iv)
Conclude the contract w:th the successful supplier. In particular applicable
to the present case is Note 5 of the Frarework which reads as follows:

“All confinement of tenders are subject to prior approval by the

relevant official - see 5.4.2 below. Confinement of fenders above A2
million should irivolve the obtaining of 3 quotes jrom suppliers. fafliriq

which.it must be fully justified, Also refer to section 8.1 and 8.2 of the-

Detailed Procurement Procedures (DPP).” 18 (my emphasis).

A further note provides that it is permitted to increase an existing contract
value by up to 10% subject to cerain procedures. Any increased amount
exceeding 10% of the original contract value requires to be approved by the

" Clause 8.2.1.3
¥ Clause 8.1 of the DPP palicy
" Edition approved on 30 October 2007

*Clause 5.4
" At page 19 of the Delegation of Authority Framework
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relevant Acquisition Council.”  Although the policy documents referred to
an "Acquisition Council” this was frequently referred to in the hearing as the
“tender board”. Both terms are used interchangeably in these findings.

Where procurement for goods and services to the vaiue of greater than R2
million s required the system requires that such procurement be referred to
the Head Office Acquisition Council ("HOAC”) which is a group of senior
managers which meets weekly or fortnightly and deals with tay to day
procurement activities. Larger procurement projects above 15 million are
referred to the Divisional Acquisition Council (“DAC”) which meets on a
monthly basis. Gama himseif was not a member of either of those
structures. He on one occasion chaired the DAC when it dealt with a very
large acquisition of 212 locomotives where the procurement was worth

some K6 hillion.

Mr. Gama is the CEO of the operating unit TFR. The delegation document
provides that he is authorised in relation to confinement tenders to approve
an expenditure of up to but not exceeding R10 million.'® This autharisation
is subject to a note that “Exco Members have no authority to sub-delegate
to Supporting Business CEQ’s on this lransaction.  The limits are per
transaction/confinement.” The limit of Gama’s authority in relation to the
GNS security contract was therefore R10 million. This was confirmed by

Oates'® and was not disputed by Gama.

The document which Gama signed a proving the GNS contract is a TFR
Divisional Acquisition Council Agenda ltem document headed “GNS
confinement’. It is a seven page typed document which reflects the “Title of
Submission” on the first page as being “Confinement {(Provision of a fotal
speciafised securffy package)”. The document deals with the GNS

'" Niote 6 on page 19 of the Delegation of Authority Framework
¥ Clause 5.4.2 on page 20 of the Delegation of Authority Framework

*® Crates pages 93 - 94

1
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confinement process where GNS is the sole setvice provider referred to in
the proposal for which the contract valuef tender price (excluding VAT is
reflected as R 18,9 million made up by R1,57 million per month over a
contract period of 12 months.” The budgeted amount is reflected as R13
million.?! Nothing tuins on the discrepancy between the tendered coniract
price and the budget amount as both exceed R10 million. The document
uses the word “confinement’ in some fifteen places including in the heading
and in the titlie of the submission. The document concludes with the
signature of Mr. Gama on 5 December 2007 in his capacity as CEO of TFR.

I shall refer in these findings to this document as the “GNS confinement

docuiment”.

28 Transnet’s case is that the GNS confinement document is a representation
of a confinement process having been authorised by Gama on 5 December
2007 in respect of a twelve month contract period which commenced on 1
November 2007 until 31 October 2008 for a value of R18.9 million which
exceeds Gama’s delegated authority limit on confinement of R G miflion,

23 Transnet did not content itself with a consideration of the GNS confinement
document and the immediate circumstances of the signature therecf by
Gama but led a considerable amount of background evidence of what
occurred prior to the signing of the GNS confinement document and the
circumstances of the investigation and Gama's alleged lack of action once
irregularities in the GNS contract and the process of securing that contract
came to light. I turn now to consider in some detaii svidence relating to the

GNS contract.

* Bundle B1, page 115, paragraphs 11 and 4 ;
" Bundle B1, page 114, paragraph 3a !
. %
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Evidence in relation o the GNS contract

30 The evidence for Transnet in relation to this charge was primarily that ©f Mr
Oates and Mr Madhav. There was also the evidence of Mr Wells om this
aspect. Mr. Oates is a partner at Ernest and Young. The Internal Audit at
Transnet has been out sourced to Ernest and Young since 1 August 2005
and Oates has been involved in the Transnet Internal Audit ("TIA") since
that time. Mt Madhav was the main investigator on this charge whiie Qates
who was his superior, oversaw the investigation. Madhav is an Associate
Director at Emst and Young responsible for forensic investigation at TIA
where he has been employed since Qctobar 2008. At the request of Oates
he investigated the aliegations relating to the TFR security depariment and

in particular the GNS contract.

31  Madhav prepared repoit a into the security department dated 12 February
2009 {tc which | shall refer as the “Madhav reporf’).22 He submitted this
report to Oates who in turn gave it to Ms. Ramos. Madhav testified about
the content of his report at the discipfinary hearing. The report concluded
that the value of the GNS contract amounts to R18 933 120.00 and that
there was no written document confirming that the proposed confinement
was escalated to the Group Chief Operating Officer. The repoil concluded
that the GNS confinement was approved by Gama as CEO of TFR in
coniravention of section 5.4.2 of the Authority Framework document.?®
Oates confirmed that as at the date of the disciplinary enquiry no such
document escalating the matter to the Group COO had been produced.

32 Oates testified that the GNS confinement contract is clearly for a period of
12 months and that there is no basis for saying that it was for only a 5

Z gundle D, page 33, Madhav pages 58-58
* B.undie D1, pages 56 - 55
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month period as Gama contended in his written response to the charges.?*
He testified that had the GNS contract been concluded on an open terder
process it would typically have not required any involvement of the CEFO as
other persons were empowered (within thair delegated authorities) to award
the contract provided it was pursuant to an open tender. Oates accepted
that as a matter of courtesy a contract on open tender may however have

gone to Gama despite there being no requirement that it had to,

As far as the Qates was aware, Gama’s only involvement in any irregular
process in the TFR secuwrity depariment was the signing of the GNS
contract on 5 December when Mr Beattie presented the document to Gama
and asked him to sign it.*® Mr Beattie, as appears more fully below has left

Transnet and lives in Australia,

Oates did not accept that it was in order for Gama, if he was approached
and told that the GNS contract had been through the tender board process
and needed his approval, to simply approve the contract without more. He
said that Gama needed to apply his own mind to the issues and couid not
simply rely on his staff where the plain evidence in the document in front of
him showed that it was not an open tender process but rather a
confinement process. Qates did however accept that had the GNS proposal
in fact been through an open tender process there would be nothing

irregular about Gama’s signing the GNS confinement document.

The crux of the issue on this charge is whether Gama was entitled, as he
did, to simply accept that an open tender process had been followed when
so advised by Beattie. Transnet's case was that when the document was
presented to Gama it very clearly reflected that the contract was on
confinement. The GNS cenfinement document referred to a company, GNS,

* Orates page 89
* At page 129 a
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which Gama knew involved a friend of his.®® Oates testified that in Those
circumstances the CEQ should have been very careful fo ensure that it was
an open iender process and to ensure that he was acting within his level
authority. Oates conceded that if Gama had looked only at the last page of
the GNS confinement document presented to him that there is no reference
1o a cenfinement and nothing te indicate that the contract concerned a
confinement. This is the page which contains the signatures of the persons
who requested, recommended and supported the proposed GNS contract.?”
In fact this concession by Oates is mistaken because in the fine print at the
bottom of each page of the document, inciuding the final page, is a

reference to confinement.®

36 The GNS contract was recommended by the Head Office Acquisition
Council TFR (‘the tender board”) when it was outside their level of authority
to sc approve it. Oates said that that of Mr L. Tobias, the Chairman of
HOAC was on the list of persons with whom the TIA still needed to further
discuss this matter. Other responsible persons involved may thersfore still
be disciplined for their involvement. Mr John Beattie the former General
Manager : safety and Security TFR left the organisation in December 2007

as is more fuity discussed elsewhere in these findings.

37 Qates testified that when Gama had reviewed the renewai of the previous
service provider CPl he had made a wiitten comment on one of the
document calling for the contract to go on open lender and that the process
must be advertised. Qates therefore accepted that Gama's apbroach was

that security contracts had to go on open tender.

38 Mr Dingaan Senamela was employed by Mr. Gama as Senior Manager
Security: TFR in which position he was required tc oversee the entire

X! pages 131-2
TR page 120 M
* T his is clear from Bundle B, page 120H et
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security function for TFR as head of security.” Oates accepted that it was
Senamela who had to explain why the extra R13 million extension was
approved in respect of the GNS contract. Disciplinary steps have k»een
imptemented against the Senamela in relation to an irregular extension of
the GNS tender. Qates also accepted that Mr. Fredricks was responsible for
the letter written to GNS on 6 Dacember 2007 informing that company that
it had been appointed. These aspects of the GNS sscurity contract were

not matters for which Gama was responsible.

39 OQates testified that at the breakfast meeting of 10 December 2008 he
informed Gama of the fact that the GNS contract was the subject of an
investigation.®® When he testified later Gama denied that he had been so
Informed by Oates at that meeting™ but this fact was nat put in issue with
Oates when he was cross-examined. It must thersfore be accepted that
Gama was informed as early as 10 December 2008 thal there was an
investigation into a complaint about the appointment of GNS. As Gama had
himself authorised the appointment of GNS cleatly this investigation of

which he was told could possibly have refated to Gama himself.

40 Qates said that in the mesting of 10 Decefmber 2008 between Gama and
himself he asked Gama whether or not he knew General Nyanda. Gama
responded by saying that he knows many people. Qates then asked him
whether Nyanda was a friend of his to which Gama answered % have many
friends’*2 It was put to Oates in cross-exarnination that at that meeting
Gama did not say that General Nyanda was one of his many friends but
said that he knew General Nyanda “as you would knew him as a public

* Page 108
:i’ Oates, page 81

Gama, page 59-60 — Y

¥ Oagtes page 52
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figure” or words to the effect. Oates denied this.®  Qates said that his

exact words were “/ have marny fiends”,

41 Mr. Karthi Naicker is the Transnet Group Forensic Manager. He also
festified about the events of the breakfast mesting of 10 December 2008
which he attended with Oates and Gama. There was no transcript of this
meeting which was an informal mesting. Naicker had never met Gamasa
before the meeting. According to Naicker the nature of the discussion at
the meeting was that Oates informed Gama that various call reports had
made anonymous tip offs. The reports referred to a rape aliegation and a
recruitment irregularity in relation to security personnel at TFR. Gama
indicated that he was aware of these issues. Oates then proceeded to tell
Gama that there was also an issue around the appointment of GNS and he
asked Gama whether he was happy with the performance of GNS. Gama
responded that he was indeed happy with its performance. Qates had in
general indicated that there was a need to investigate all these allegations

and Gama was supportive indicating that he wouid provide cooperation and

assistance in the investigation. Mr. Senamela was mentioned in the

discussion and Gama indicated that he had employed Senamela with
whose performance he said he was happy. General Nyanda was aiso
mentioned. Oates asked Gama it he was friends with General Nyanda and
Gama responded by saying that he knew a lot of people and had g lot of
friends.  According to Naicker the discussion concluded with Oates

indicating to Gama that TIA would conduct an investigation into and verify

the merits of the various allegations. Gama again said that he would

provide the necessary assistance and support. It was also put to Naicker in
cross-examination that Gama’'s recollection of this discussion was that
when he was asked whether he knew General Nyanda he replied along the
lines that he knew General Nyanda like you would know him because he is

® Oates page 12
eyt
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a public figure. Naicker said did not recall this response by Gama at the

meeting.

42 Madhav received the report sent to Ramos on 18 September 2008 together
with the Anonymous Tip-Off's fetter dated 21 October 2008 containing the
allegations regarding irrequiarities at TFR Security. He also confirmed the
second Anonymous Tip-Off's letter. Madhav was mandated to look into ihe
contents of these documents to see whether there was any merit in the
allegations and to authenticate them if possible. In order to do so he started
an initial verification process as a result of which he concluded that there
was some substance to the reports which noeded further investigation. The
allegations regarding irregular appointments of staff and the rape allegation
took precedence, the former because at the time there was some 80
officials that had been interviewed in relation to employment in various
security roles and a number of those candidates were apparently not
suitable for the positions to which they were about to be appointed. This

required urgent attention.

43 The investigation into the situation which preceded the GNS contract
revealed that a company called CP| was appointed during November 2005
to conduct certain specialised security services relating to the apprehension
and prosecution of persons responsible for cable theft in the Gauteng
region. The value of this contract was R520 000 per month for two teams of
investigators. CP! was appointed on confinement as it was the only known
company to ofter this service. The initial contract was for 8 months and was
thereafter extended for a further 6 months.® At this stage Gama entered
against his signature approving the contract a note which read: “Enter into a

6 month contract and reassess™

* hadhav page 73; Bundle B1, 8B
* Bundle 1, page 8B
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There were two further 6 month extensions to the CP! contract.® The
second extension therefore expired at the end of December 2006. On 3
March 2007 Gama signed a further extension of the contract uniil the end of
June 2007 with a note that CPI's services be reviewed in the interim to' see
whether they are required and instructing that the work go out on a public
tender process for the contract with effect from 1 July 2007.% The
extension of the CP| contract for the period December 2007 to March 2007

was therefore a retrospective approval by Gama.

The memorandum of agreement for the provision of sectiity services
between Transnet and CP| records that Transnet “...requires the services of
an experienced security and investigative company with the... expertise and
extensive knowledge of the scrap metal industry... so as to enable
Spoornet to obtain its desired results of eliminating conductor/cable theft
and theft of goods in transit as wefl as removing the leaders of the
condiictor/vable  theft syndicates from socisty through arrest and
prosecution.”®*® The contract further records that CPl warrants “that it is a
security and private investigative company with the necessary skill,
knowledge and expertise, possesses the required security personnel and
equipment, is fully conversant with Spoornet’s problem and operations, and
Is wilfing to tender the services required so as to enable Spoornet to

achieve its desired results.”

Madhav testified that he could find no evidence to confirm that GNS met
these requirements when it later contracted with Transnet.* The scope of
services and performance assessment criteria were set out in the CPI
contract and the geographical area of the contract applied to the Central
region which Madhav explained extended from Gauteng to Ermelo, and

** Madhav, page 71
" Bundle B1, page 8H(j) replacement

* Bundle B, page &L
* Madhav page 76
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Standerton and as far north as Musina. In ihis regard Transnet has
Western, Centrai and Eastemn regions. The principal region is the Certral
region in which most activity takes place. It is also the area which

predominates from a crime point of view.

47 Madhav testified about the attempt o obtain a complete security package
for 2 years across various regions under tender number 103098739.%° This
tender was issued on 17 July 2007 with a closing date of 7 August 2007
and a compulsory briefing on 27 July 2007.  The final extension of the CP
contract expired on 30 June 2007, but a month-on-month extension was
granted to CPI for July and August 2007. This was requirad because the
aim of going out on public tender and obtaining a contract hefore 1 July
2007 had not been achieved. Madhayv testified that by the end of August,
when the month-on-month extensions to CPJ expired, the tender process for
the new contract had not yet been completed.!” Nevertheless the CPJ
contract was not extended any further. The investigation could not obtain
any explanation for why there was no further extension, particularly as there
was ne apparent dissatisfaction with the services provided by CPL In fact
the evaluation report on the tender in question®” records that wher

assessing the previous business conducted “the current contracior CPl are

delivering great results with regards to cable theft etc”.

48 The investigation showed that an open tender was issued and eleven
tenders were received.” The tender description was to provide a complete
security package service for a two year period across the Central as well as
the Eastern regions. The services required inciuded the prevention of cable
theft, visible policing, securing rapid response to crime incidents,

“ Bundle B, page 9
“! k4adhav page 81 Y
2 Bundie B, page 28 e

* Madhav page 83, Bundie B, page 20 by ('é}f
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investigations, arrests, prosecution and conviction of perpetrators.
Included among the eleven hidders were the following three companies: G4
Security Services, Vimba Group Holding and CPl. GNS was not one of the

bidders in this process.

49 A short listing procesé resulted in four bidders being short listeq namely G4
Security, Vimba Group Holding, Fidelity Security Services and CPI which
had been the previous service provider.*®* As at 29 August the open tender
process was ongoing and the four short listed firms were invited to attend a
meeting on 31 August 2007 at which there would be a presentation and
questions., The evaluation report of the Head Office Acquisition Council in
relation to this tender reflects the same four bidders.® It is this document
which contains the assessment of the previous business conducted from
Spoornet which is referred to above and which recorded that CP! was

delivering great results.

50 Madhav testified that various e-maii correspondences within Transnet
reflected that as at 2 October 2007 the matter was ready to go to the
relevant acquisition council for approval. Madhav testified that at a meeting
held by Transnet at group level G4S was appointed to perform a group wide
audit of all security services being provided to Transnet. For this reason it
became inappropiiate for G4S to continue io participate in the bidding
process 10 provide services when it also had to audit those services,

51 On 15 October 2007 Khanye of TFR send an e-mail to Dauglas Martin, the
Supply Chain Mariager at TFR, and others indicating that the open tender
process should be put on hold because of this situation. There was a
response the same day on the e-mail from Mr Nayager of TFR to Khanye

{and others) rectifying the message in the previous e-mafl and stating that

“ Bundis page 18
* Madhav page 85, Bundle B, page 24

* Bundle page 29
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“it js an INSTRUCTION from Transne! to place this process on holcr.¥
there was however no indication from whom this instruction had emanated,

52 A series of the e-mails were in the file Madhav obtained from Khany e.*®

These documents revealed that on 5 November Martin e-mailed Khanye
asking him to send out an advice to the bidding firms that the process had
been cancelled in its entirety.®®  The concern expressed by the
investigators, and Transnet in the hearing, was that in a process where
there were four short listed bidders that could potentially provide the
security service and one bidder had to be excluded because a situation of
conflict of interest arose, there was no reason why the process of short
listing should not continue with the three remaining service providers. The
cancellation of the open tender process and the substitution thereof with the
confinement process was therefore extraordinary and unexplained.’® This
was particularly the case because the open tender process was already at
an advanced stage in November 2007 when the process was cancelled.
The four bidding firms had already been short listed and had made their
presentations and had submitted their BEE requirements to the Acquisition
Council, which indicated that the process was already at an advanced
stage. The investigators could find no evidence of a reason for why the
open fender process had been cancelled in its entirety. Explanations were
obtained from the security managers concered, namely Khanye and
Nayager but they were not satisfactory. One explanation was that they did
not want any repercussions and another explanation was that there were no
other suitable bidders from the remaining three in the bidding process once
G485 had dropped out. Neither of these &xplanations was satisfactory,
parlicularly because CP} had previously rendered security services to TFR
successiully. The investigators also investigated whether or not Transnet

7 Bundie B, page 32B, Madhav page 92
*® B3undle B1 pages 32A- 32C

49
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Limited had in fact issued an instruction at group level to cancel the open
tender process. Ms. Dunswa, who would have been responsible for such
an instruction, denied that she ever issued an instruction to stop the
process.>  Their investigators were unable pinpoint precisely from where

the instruction allegedly came, but it appeared to have emanated from the

TFR security department.

53 Madhav testified that both Senamela the Senior Manager: Security TFR and
Khanye Manager Security: TFR were both charged with misconduct in

relation to irregularities in relation to the GNS contract.

54 Madhayv testified that the DPP policy stipulates that on cancellation of an
open tender process the relevant Acquisition Councit {in this case HOAC)
has to be notified of the canceliation of the tender process. There was no
evidence that HOAC was ever nofified of the cancellation in the present

0858.52

55 The GNS corifinement document signed by Gama on 5 December 2007
records that the service provider is “General Nyanda Security (Pty) Limited
registration nurmber 1998/0122/0507." On the face of it the formal contract
between TFR and GNS was later concluded with an entity styled “General
Nyanda Security (Pty) Limited’. That is the name of the company refiected
immediately below the signature of the signatory who signed on behalf of
GNS* and is simitarly the name of the contractor as defined in the body of
formal written contract.® The cover sheet to the GNS contract however
reflects a different company name, namely “General Nyanda Security
Advisory Services (Pty) Limited®,* but with the same company registration
number. The investigation 'showed that only a company by the name of

5! Madhav page 95

* Madhav page 96
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“General Nyanda Security Advisory Services (Pty) Limited" existed ard jt
has the company registration number 1988/12205/07. This latter comprany
was registered with the Private Security Industry Regulatory Authority in
terms of section 21 of Act, 56 of 2001 on 9 June 2008, A copy of the
certificate of registration was produced in svidence.5 A security service
provider needs to be registered with the Private Security  Industry
Regulatory Authority (“PSIRA™ and its employees need to be accredited. A
statement from Mr. A. Malesa, the Registrations Manager of PSIRA was
prodijé:ed which showed that the company General Nyanda .Security
Advisory Services (Ply) Limited applied for registration with PSIRA on 5
June 2008 and was registered on 9 June 2008. At the time that Gamna
signed the confinement contract with GNS it was therefore not registered
with the PSIRA. Neither was it registered at the time that the full written
contract was concluded on 4 June 2008. indeed GNS only applied for

registration the foliowing day.

56  Under cross-examination Madhav accepted that when referring to “GNS®
one had to distinguish General Nyanda Security Risk Advisory Services
(Pty} Limited from the close corporation asscciated with GNS. He acceptad
that whilst the company was not registered with PSIRA the CC was so
registered. The members of the. CC were Messrs. General Nyanda and Mr.
Sylvester Sithole, who were aiso directors and shareholders of the GNS
company. Madhav stated that when they invgstigated the financial affairs of
GNS it was the financial affairs of the company and not the CC which they
investigated.”” The fact remains however that the company General
Nyanda Security Advisory Services {Pty) Limited was not registered with

FPSIRA on 4 June 2008.58

* Bundie B1, page 36
*7 Ndadhav page 117
* Madhav page 118
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57 it should be noted that the terms of section 20 of the Private Security
Industry Regulations Act, 56 of 2001 no persen may render a security

service for remuneration or reward unless that person is registered as a

security service provider in terms of the Act™ Morcover a security

business may only be registered as a security service provider if all the
persons performning execufive or managing functions in respect of that
business are registered as security service providers.®° Any contract
concluded which is inconsistent with these provisions is invaliid to the extent
of such inconsistency.®™ On the face of it therefore the GNS contract when
it was signed on 4 June 2008, being the last date of signature, was not
valid. It is not necessary for purposes of this hearing to make a definitive
finding in that regard. What the evidence in this regard does show is that
GNS was established at the last moment before concluding the GNS
contact — in fact too late. This contradicts the contention that GNS had any
kind of prior record of providing services in the security industry as is
suggested in the GNS motivation for confinement document which was

prepared within TFR as is more tully canvassed below.

58 The date on which the open tender process was put on hold was 1§
October 2007 and it finally cancefled on & November 2007 according to
Madhav. The written proposal by GNS to TFR was contained in an
unsigned document dated 4 October 2007% which was before the open
tender process had been stopped and indeed preceded the date upcnh
which the tender process was put on hold. In addition on 3 Qctober 2007
Mr. Khanye of TFR received and e-mail which contained a profile of GNS
(Advisory Services).®® Madhav confirmed that this proposal was received

*® Section 20(1)(a)
% Section 20{2){a) & (&)

¢! Section 20(3) of Act 56 of 2001 )
* Bundie B, page 52 i,
¥ Bundle B, page 61 J/:i ;
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prior to the cancellation of the existing open tender process.®* Machay
testified that given that the open tender process had already reached the
stage of short listing and TFR was almost ready to make an award of the
contract, it was highly irregular to be receiving profiles and proposals from
an additional competing service provider which had not taken any part in

the open tender process,® This was not challengead.

Madhav pointed out that the content of the GNS proposal was unimpressive
and contained anomalies. It referred for example to past expetience of the
company GNS in “exposing jury tampering,” “bogus expert wilnesses,
counterfeit venues and conspiracies”.”® Madhav testified that there was no
evidence to confirm that GNS had any previous experience in these areas.
Aithough the proposal claimed thal “GNS provides the finest business
inteffigence avaitable In the world foday”, 7 Madhav testified that their
investigation could find no evidence of GNS's previous performance or track
record. Their investigation showed that as at 27 February 2007 the annual
turnover for that year for GNS was approximately R3 million. The TIA
investigation in this regard remains ongoing. Madhav’s investigation
revealed thal GNS did have various motor vehicles reflected on its financial
statements as its assets but had no other assets or security equipment.®®

The GNS profile reflected that GNS operated from what it termed a platform
or consortium which comprised of “Hevert Risk Management Solutions”, a
company with which it was in alliance as well as “Nayle Ouisourcing” and
“Sithole Human Capitai® ali of which contracted their services to GNS.
There was no evidence from the GNS financial statements that it employead

any staff or that it paid salaries and wages. An examination of the GNS tax

* Madhav pages 102-163
¥ Madhav page 103
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clearance certificated showed that it was not registered for UIF, PAY'E or
the Skills Development Levy which indicates that this company entity
operated without employees. Madhav stated that their investigation showed
that GNS was really a shell company which outsourced its services to other
companies to perform all the work.®® His evidence in this regard was not

challenged.

61 Machav testified that the GNS proposal to TFR was not contained in the
confinement file. Subsequent investigation however found these documents
in the office of Senamela the Senior Manager: Security TFR. These
documents were not offered to the investigators by Mr. Senamela on
request and were only found following a search of his office by the
investigators. Senamela is presently subject to disciplinary proceedings.

62 Madhav referred to a proposal made by GNS to TFR dated 12 October
2007 ‘which was signed as having been received on 15 October 2007 by
Messrs. Nayager, Senamela and Khanye of the TFR security department,”
The document was therefore produced shortly befors the open tender
process was halted and was received on same date that the tender process
was halted. Madhav testified that their investigation could not find any
evidence that the open tender process was in fact cancelled and stopped in
an authorised fashion,”" or formally cancelled as required in terms of the

DPP policy requirements. The GNS proposal of 12 October 2007 reflected

as its purpose a project to address cable theft and theft of goods from TFR

as paragraph 1.2 of the proposal reflects.”* The GNS proposal when
describing the project background in paragraph 1.1 thereof reflects that

GNS had information as fo the operations of and operational requirements

of TFR and the problems relating to high levels of cable theft and theft of

* Fages 106-107

’® Bundle B, page 83, Madnav pages 108 and 112
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goods. This information, as far as Madhav could ascertain, had been
furnished to GNS in earlier correspondence on 3 and 4 October 2007 in e-
mails from TFR. This fed the investigators to conclude that the (3NS
proposal was prepared with the assistance of someone from within TFR.
This was not challenged by Gama. This assistance to GNS would have
been provided probably at some time between 3 and 12 Octoher 2007. The
GNS proposal details the project approach™ to include “Investigations and
Analysis”, "Monitoring and Evaluation”, the development of an action pian
as well as the gathering of intelligence. At clause 2.3 of the GNS proposai
project cost estimations are provided. Madhav testified that the proposed
costs for the services of GNS were significantly higher when compared with
the costs of the services which had up until then been supplied by CP{ and
reflect a total pre-VAT costs of R2.2 miliion per month compared with the
520 000.00 per month then being charged by CPl. in other words the cosi

was approximately four times as high.”

63 According to Madhav the investigation revealed that there was a second
proposal received from GNS, similarly dated 12 October 2007, This was
identical to the first proposal save that the cost estimates in clause 2.3
thereof were reduced from an overall pre-VAT cost of R2.2 million to
approximately R1.5 million per month. The second proposal therefore
revised the costing downwards. On investigation as to how this had
occurred Mr. Nayager, Manager Security: TFR informed Madhay that
following receipt of the initial proposal TFR security management engaged
in negotiations with GNS in order to reduce their costing on prices and that
this weuld have occurred around about 15 October 2007, almost 2 months
prior to the signing of the confinement by Gama on 5 December 2007.
Madhav said that the revised costing remained excessive when compared

* Paragraph 2.2
“ Bundle page 94, Madhav pages 112-113
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with the charges by CP) for broadly the same service provision and was

approximately three times as high.

64 The impact of this evidence as to the excessive cost of the GNS was
significantly modified under cross-examination when Madhav conceded that
a proper cost comparison was very difficult to make. In his report Madghav
stated when dealing with financial considerations in paragraph 5 that "ff
could not be determined whether the amounts paid to GNS were
reasonable when compared o payments made to CPl, as we ara unable io
isolate common services performed by both companies”.”® Madhav stood
by this statement at the enquiry. When asked to explain how he could then
assert that GNS was so much more expensive than CP! if he was unable to
rmake the comparison, his explanation was that they had only been able o
perform a comparison of the invoices at face value and because the
descriptions in the invoices of the two companies may have been very
different for what were in reality the identical services, it was not possible o
isolate precisely what services had been performed by CPI when compared

with GNS.7®

65 Madhav said that even if one assumed that the GNS coniract was for a
wider geographical region including not only the Central Region but also the
Eastern Region, that the contract price still remained excessive because by
far the greater services of Transnet occurred in the Central Region. The
investigation therefore showed that prior to 15 October 2007 when the open
tender process was put on hold, proposals had been received from GNS
concerning its service and negotiations were taking place around GNS’s

proposed costing.”’

" Bundie D1, page 44
™ Madhav pages 119- 120
7 Page 117 /},
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The GNS Confinement Motivation

€6 Madhav found a GNS confinement motivation” document on Khanye's
computer which was reflected as have been created on 29 October 2007, 1t
set out the general problem Transnet faced of the rise in theft of copper and
aluminium cable; stated that research done on the PSIRA websiie identified
three companies that had never worked for Transnet before; commented on
the profile of each these three companies and thereby excluded two the
three leaving only GNS as a company which couid offer the comprehensive
specialised security package sought by Transnet. This motivation
document concluded with the recommendation that GNS be afforded the
opportunity to provide a solution to the cable theft problem. The document
was prepared for signing by Senamela Senior Manager: Security TFR. The
final paragraph of the document deals with “Way Forward” and suggests
that TFR go out on open tender early in 2008 before April to secure a
complete specialised security package. This suggestion is however
contradicted by the recordal in the motivation itself which suggests that as
the festive season approaches an alarming increase in copper theft has
been shown and is to be anticipated unless a spectalist security service is in
place. Madhav's investigation did not reveal any further documentation in
the form of either an open tender process having been adopted or in the
form of any confinement authorisation or motivation having been prepared.
Importantly no documents were found to show that GNS was ever involved
in any form of open tender process.”® The GNS motivation document was
initially found on Khanye's computer and was not supplied to the
investigators by the employees in the TFR security department on
investigation. It was only traced when Khanye’s computer was imaged.
Madhav testified that it appeared that the document was authored by
Khanye together with Senamela as a signed version of the GNS
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confinement motivation was later obtained which bore the signatures of
both Senamela and Khanye. The date on which this document was signed

is unclear.

67 On 23 October 2007 one Beila Maja of TFR sent an e-mail to GNS& and
copied it to a number of people at TFR, inciuding both Khanye and
Senamela. In that e-mail Maja indicated that as per Khanye's request of 23
October 2007 GNS should complete and provide the information required in
the attached pro forma Suppiy Declaration Form {SDF)} for vendor
creation.” Madhav explained that this was forwarded to GNS in order for it
to complete the documentation so that it could be regjgt_ered as a vendor on
the SAP system so that payments could be affected b‘;f Transnet to GNS in
the future. Although there was nothing irregular about creating a vendor on
the system, the timing thereof is significant if one has regard o the fact that

the open tender process for short fisted bidders had been puton hold on 15

Qctober but had not yet been stopped. It was therefore extraordinary that

GNS was already being forwarded documentation to be created af a vendor
on the Transnet system.*® In addition also on 23 October, a letier was
written by Mr Brian Fredricks, the Chief Procurement Officer: Spoornet
Supply Chain Services to the Managing Director of GNS requesting that it
supply Transnet with its BEE accreditation credentials. The letter ingicates
that the furnishing of a raling certificate regarding such credentials is a

requirement for any future tender issued by Transnet.

68 The GNS confinement motivation document under the heading “Current
status quo” states that “Unfortunately CPI contract number ... expired on 31
August 2007". Madhav testified that he failed to understand what was
unfortunate. The expiry of the CP| contract had been extended month-on-
month up to 31 August and couid simply have been extended for a fusther

L,

* Bundie B, page 111 A
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few months until an open tender process had been completed. No
explanation was supplied by any of the players in the TFR security
department as to why the services of CPI had been terminated at -that

stage.”"

69 The GNS confinement motivation then refers to the {open tender) having
been stopped “on the instruction from Group Executive Virginia Dun ) jwa
{the Group Chief Risk Officer) after jt was realised that one of the
companies we short listed (G4S) was awarded business by Transnet
Strategic Sourcing (TSS) to audit private securities companies in use hy
Transnet” Madhav's investigation revealed that the reference to G48 being
awarded é contact to audit private security companies in use by Transnet
was accurate but that the investigation revealed that no instruction was
given by Dunjwa to halt the open tender process. He testified that it was
unacceptabie that the open tender process had come to a standstill and
there was no reasonable basis on which that tender process was halted.
The motivation document then refers to “Since ihe expity of the CPJ
contract in August 2007 and the mishiap of not being able to finalise the
REFP process, the copper theft syndicates gained momentum and as we
approach.the festive season our stats show an alarming increase in copper
theft resulting in train dela yé and only the worst could be anticipated without

specialised security in place.”®

70 Madhav testified that the termination of the open tender process was no a
‘mishap®. Moreover, the accuracy of the statement regarding there being
an increase in copper theft was tested during the investigation and it was
found that whilst cable theft had increased in aboui July it had began to
decrease in August and that from September to December 2007 it hag
continued fo decrease so the statement made in October regarding an

P oage 124
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alarming increase was thersfore simply inaccurate.® The motivation
document then states that “To counteract the above the Freight Rail
Security Corporate Office comprising of the Senior Manager, Techmical
Security Manager and Contracts Manager were compelled by their KPA'’s io
come up with a solution quickly enough to reduce the copper cable theft”

KPA’s refers to the “key performance areas” of the various managers that

were tasked with coming up with a solution. What the motivation

documents says in effect is that those responsible had to put a soluiion in
place fairly quickly. This was against the background of the fact that the
option of simply extending and renewing the existing CPI contract on a
month-to-month basis was not utilised. That of course was a simple and

readily available solution and one which was already in place.

Asked to about the stalistics on cable theft Madhav accepted that in July
and August 2007, being the last 2 months that CP| was contracted, cable
theft incidence numbered 179 and 178 respectively. The following month

there was a significant reduction to 113, Madhav said they tried to

investigate this Significam drop in theft once CPI left but could not get a
satisfactory answer as there was a whole host of factors that could have
contributed towards this. Madhav did however point out that looked at in
the longer term the base as from April 2007 was a fairly low base that this
was coming off and the months of July and August seemed te be at odds
with the general trend. Madhav referred to various graphs that had been
prepared from the statistics recorded of cabie theft. For the period August to
December 2007 being the period during which the GNS motivation alleged
a sharp increase in incidents, there was in fact in the 2007 year a consistent
decline in incidents of cabie theft. Similarly from July to December 2007

there was a consistent decrease.,

¥ Page 126
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72 The GNS motivation document then refers to research having been done on

73

the PSIRA website to identify companies which do not currently remder
services to Transnset. Madhav testified that there was no requirement that
providers of security services that had previously worked for Transnet could
not again render services. In any event, Madhav's investigation reveaiied
that at the time when this research would have been done in Qctober 2007
GNS was not registered with PSIRA and could not for that reason have
appeared on its website. In addition, no details of GNS existed on the
PSIRA website. The research referred to in the motivation as having been
conducted was therefore highly suspect. Madhav's investigation and
analysis did reveal that of the other two companied identified one was
inappropriate in providing the required security services aithough the
second company could have provided the pro-active approach of

investigations and limited intelligence required by Transnet,®

Madhav enquired into what communicaticns had taken place between TFER
and the two other companies identified as potential service providers.
Circle 7 provided TFR with a company profile on 26 September 2007.
Madhav's investigation revealed however that this company was requested
by a manager from TFR securily to provide a profile and assessment of
security services on the Richards Bay Coal Line and net in relation tc
anything else for TFR security. The Circle 7 proposal was therefore limited
and simply did not address a comprehensive security package.® The
other identified service provider, Analytical Risk Management (“ARM"), was
also  approached. Madhav was informed by that company's senior
managers that on around 29 September 2007 they received an urgent call
from TFR security saying that there was a major issue in the Richards Bay
coal line and asking that they provide a site assessment in the Richards
Bay area. ARM accordingly submitted a response thersto and was never

* Page 129

* Page 130
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asked to submit a proposal regarding:a comprehensive specialised security
service. The investigation revealed that ARM had provided its company
profile with a generic costing and that it was asked to do so around 22
September 2007 and to supply the proposal on 29 September 2007. This
was the proposal which the investigators found attached to the C3NS
cenfinement document. The ARM manager Mr. Verner Steinhoble said that
the TFR manager concered Mr. Nayager had mentioned that an open
tender process was underway. Steinhoble said he queried whether it was
not premature for ARM to present its credentials given the fact of such a
tender process. Nayager responded that Transnet had a prerogative not to
award the open tender.’® While this evidence is hearsay, there was no
evidence to gainsay . It does tend to show that there was not only no open
tender process but that the limited enquiries on confinement were entirely
inappropriate as regards the supply of a comprehensive security service by
ARM or Circle 7. This would necessarily leave as a certain outcome the fact
that GNS would reflect as the only realistic bidder for comprehensive

security services.

74 Madhayv testified that there was no explanation and certainly no satisfactory
explanation given for why the confinement motivation failed to include the
three bidders which had already submitted their bids in the open tender

process.

75 The confinement motivation document then referred to the fact that GNS
was unique because it boasted experienced former SANDF and SAPS
employees with years experience in their field of work. This he said was
inaccurate because their investigation revealed that that GNS had no

employees.%

% Page 132
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76 The GNS proposal submitted to TFR contsins the following statement urider
the heading “A world of experience”ggr ‘GNS has a variety of speciadists
with experience in corporate and criminal faw, finance, due diligerce,
forensic audits, intelligence, law enforcement, management consifling
military, regulation, research and security. The GNS team comprises of
individuals of vast experience and are renowned subject matter experts in
their areas of specialisation.” Madhav investigated this statement and
found that none of it was true. The investigation could find no evidence to
conflrm any of these assertions. There was moreover no evidence that any

due diigence had been performed by TFR on GNS. %

77 Madhav testified that'Beattie signaed a termination agreement with Transnet
on 5 December 2007, being the very day that Gama signed the GNS
confinement document. The termination agreement meant that Beattie's
last day at work was 7 December 2607 and he was paid 15 months salary,
but the termination document revealed no reason for his termination. MHe
had been employad with Transnet for some 13 months prior to his leaving
and received 15 mohths severance pay. It was put to Madhav in eross
examination that Gama would say he signed DBeattie’s separation
agreement on 5 Decembey, that Beattie signed it on 6 December and that
Beattie actually left Transnet's employ on or about 10 December 2007.
Madhav stated that the termination agreement itself stated document stated
7 December 2007 as the fast working day. Wells understood that Beatlie
was on a normal employment contract for an indefinite petiod, had worked
for TRE for 13 months and was paid a severance package of approximately
15 months salary. This Wells.said was shocking™ as it was far too high and

he said that an investigation was taking place into this issue.

5 At page 68 and 97 of Bundie B
* Madhav page 3 L
% Page 29 !e y
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78 Madhav also testified about the overall course of the implementation of the
GNS contract. The monthly payment approved in the initial confinement
was some R1.5 million per month (excluding VAT). The GNS agreerent
was later extended for a further period with a similar monthly payment being
made to GNS. This extension was approved by Senamesla the Senior
Manager: Security TFR who approved the extension on 31 March 2008.
Madhav said that the approval of the extension was noi in accordance with
Transnel's policies and procedures.’ There was a second further
extension for a further 3 months from March to May 2008 with a monthly
payment of RB56 000,00 (ex-VAT). Again according to Madhav this was an
extension obtained outside of the policies and procedures of Transnst. As
far as Madhav was aware the GNS agreement was extended on a month-
to-month basis until the snd of January 2010 whereupon the GNS contract
was terminated following non-cooperation by GNS in regard to its furnishing
information which Transnet had asked be presented io it.* No open tender
process was ever conducted involving GNS either in relation to the original

agreement or the two extensions thereof.

79 Madhav said that while they could not find any evidence o confirm GNS’s
alleged track record™ by comparison GPI had a well documented track work
record having performed work not only previously for Transnet itself but also
having performed similar work for Eskom, City Power and Telkomn. %

80 in terms of the GNS contract GNS was prohibited from sub-contracting any
of their services without Transnet knowing of this fact.” Madhav said that
in fact GNS did so coniract as they had no personnel employed in any

¥ Page 7
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capacity as security personnel. Moreover GNS failed 1o comply with the

reporting responsibilities contained in the GNS contract.

Madhav testified that including the exiensions approximately 60 or 70
people needed to be employed for purpose of executing the required
services required under the GNS contract. As previously mentioned the
investigation could find no evidence of any employment by GNS whichi in
fact sub-contracted the work. There was also no evidence to show that
either Senamela or Khanye the two managers responsible for security in
TER ever took any steps to monitor and oversee the implementation of the

(GNS contract.

The GNS confinement document

82

83

* Bundie B, pages 121, 121a at 121d, Madhav page 23

Before the GNS confinement document was approved and signed by Gama,
it went through a process. The proposal that GNS perform the work as
contained in the GNS confinement document was inittally referred by
Senamela Senior Manager: Security TFR to the tender board (HCOAC) for
approval. HOAC approved the document subject to final approval for the
CEO (i.e. Mr Gama). This appears from a copy of the minutes of the HOAC
meeting of 7 November 2007.% The GNS confinement document itself
makes no reference to an open tender process and the approval by the
HOAC clearly refers to the approval of a confinement. Indeed the word
‘confinement” is referred to three times in the relevant six fine portion of the

minutes of the HOAC meeting.

The GNS confinement document makes no reference 1o a “consortium” of
which GNS would be part. Neither does the GNS motivation document refer
to a consortium of any type. Similarly, neither document refers to GNS
having the right to sub-contract its obligations. Madhav confirmed the
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signatories who signed off on the GNS confinement document as fol lows.
Senamela: Senior Manager Security TFR who ‘requested” the confine ment
signed on 8 November 2007. The document was ‘recommended™ by,
Beattie the General Manager. Safety and Compliance Freight Rail who
signed on 14 November 2007 and was “supported” by Lloyd, Tobias
Chairman of HOAC who signed on 23 November 2007. The document was
thereafter approved by Gama as Chief Executive TFR who signed on 5

December 2007.%

84 Madhav testified that absent any specific delegation of authority of which
there was no evidence, rno person other than Gama had authority to

approve this confinement. %

85 Madhav said that the investigation revealed an e-mail from one Relibile
Mofokeng from GNS 1o recipients Jaco van Wyk and Khanye, the latter of
TFR, which had as an attachment a letter to Transnet from GNS % Under

the heading “Our Engagement’ the letter siates:

‘“We refer to the above matter, in particular the telephonic
conversation between your Mr. Sivho Khanye (Transnet Freight Rail}
and our Mr. Relibile Mofokeng (GNS) on 22 November 2007. We

confirm that following:

* GNS has been appointed to render services to Transnet Freight
Hail based on the agreed costs as per our quatation dated 12

Cctober 2007

86  The letter goes onio confirm that GNS will receive the appointment ietter in
due course and it confirms their instruction to laise with Mr. Dingaan
Senamela as a matter of urgency with regard to the above allocation of
resources. This e-mail was sent on 23 November 2007 approximately two

weeks before the confinement was signed and approved by Gama. Madhavy

U

*Bundle B, pages 120 and 1204
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said that when he asked Khanye about this letter where he told Mofok eng
that GNS had been appointed, he simply got no response from Khayne. '
in addition, Mr. Jaco van Wyk is from Nayle Security Services or Nayie
Consulting. The tact that he was copied on the e-mail indicates that Nayle
was probably sub-contracted to GNS to perform services which is hot

permitted in terms of the DPP policy procedures.

By letter dated 6 December 2007 Mr. Brian Fredricks the Chief Procurem ent
Ofticer, TFR wrote to GNS regarding the GNS confinement confract. That
letter referred to the confinement as “a comprehensive total secu ity
package to be supplicd nationally for a one year pericd” and confirmed the
acceptance of the quotation and proposal and revised quote after
negotiations undertaken dated 12 October 2007. This letter therefore
indicates that the negotiations between TFR and GNS regarding the
confinement contract pre-dated by 3 days the e-mail which placed the open
tender process on hold.”™ The content of that letter of 6 Decermber 2007 is
generally similar 1o the GNS proposal document dated 12 Qctober 2007 as
subsequently revised, both as to the content and the format of the
document.”  This letter confirming the acceptance of the quote referred to
various reporting requirements which Madhav testified were not complied
with. Neither were the performance criteria met being a 25% reduction in
cable theft after five months and a 50% reduction during the remaining
contract period. The contract period was recorded as from 1 December
2007 to 31 December 2008 being a 13 month period.'® At a later stage on
4 June 2008 a formal contract was concluded between General Nyanda
Security (Pty) Lid' and Transnet Limited which was signed by Mr. Peter

Bt e AT

' Madhav page 133

" Bundie B, page 127, Madhav page 29
* €ompare Bundle page 83 and following
' Bundle B, page 137

* referred to on the cover sheet as "General Nyanda Security Risk Advisory Services” o
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Ferhead the Chief Operating Officer for TFR and Mr. Relibile Mofoksng as
Project Manager for GNS. 195

88 The formal contract provided in clause 19.1 that GNS afford access to
Transnet's representatives to ail data and information in its possession
reasonably necessary to allow the verification of the content of the service
provider's invoices submitted represent charges that had properly been
incurred. Moreover the agreement provided in clause 20 that except with
the written approvai of Transnet, GNS would nat in whole or in part assign,
fransfer or otherwise, dispose of its rights or obligations under the
agreement or sub-contract any responsibility for the performance of jis
services. The investigation revealed that GNS used sub-contraciors but
there was nc evidence that GNS ever notified Transnet that it was utilising
sub-contraclors. The formal contract recorded in clause 24.1 that the period

of the agreement was from 1 December 2007 uniil 30 November 2008

being a 12 month period.’™ It also afllowed in clause 24.2 for the

termination of the contract by Transnet on one month's written notice.

83 The investigation revealed an e-mail sent from GNS to Jacques Seaward —
apparently the Managing Director of Revert Risk Management Soluticns -
referring to an appointment letter wherein GNS, appointed Revert to provide
services to TFR for a period of one vear."” That letter confirmed that
payments would be made by GNS to Revert of R500 000.00 (inciuding
VAT) per month. The investigation also found a telefax from GNS to
‘Jacques” dated 21 January 2008 which referred to “our consortium™'®® and

' Bundie 8, page 164
" Bundle B, page 158
" Bundie B127A(a), Madhav page 36

"% Miadhav accepted that the GNS proposal document reflected on its cover sheet the fogos of
*Reverl” and "Nayle Outsourcing” which indicated that there was a consortium, although as
he pointed out that it was meraly the twa lngos which suggested this and the content of tha
confract document does not explicitly state that there is any such conscrtium of these three
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confirmed that “Revert and Nayle outsourcing together approached
Transnet Rail with regards to the provision of a comprehensive secdirity
package fo TFR'. The letter confirms that the revised quotation of 12
October 2007 had been accepted and that the contract had been awarded

for a period of one year and then set out the scope of the contract.'%®

90 The investigation further revealed that on average payments made to CP}

the previous service provider had been paid 62 days after invoice whereas

payments to GNS were paid 20 days after invoice. !

91 As mentioned above the GNS contract was first extended on 31 March 2008

by Senamela despite the fact that he was not authorised to conclude siich
an extension to the agreement. The circumstances of this extension were
that the services of a security service provider Singobile Equestrian Security
Services (SESS) was terminated on 24 January 2008 and that firm was
providing security at City Deep, Kaserne and Kavzon and GNS were
contracted to temporarily secure these faciiities until another service
provider could be found. The investigation aiso found a motivation for this
extension to the GNS contract.'! The effect of the extension was to double
the monthly amount paid to GNS to an amount of approximately R3.5
million per month. Madhav pointed out that the scope of the extension
referred in identical terms to the project scope already contained in the
existing GNS contract.'’® The motivation contained a handwritten note by
Senamela the essence of which is that it required that GNS conduct an
investigation into an incident at Kaserne. In fact this investigation was not
performed by GNS but was performed internally at TFR by Mr. Pillay a

igg
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parties. The contract was awarded to GNS alone and not to a ¢
my mind this is extremnely flimsy evidence of a consartium,

Bundle B127Ba
Madhav page 37
Bundle B2, page 336
Bundie B2, page 337

onsortium or parinership, To

207



82

93

47
security manager and his team of investigators.'™ The effect of this
extension was that the monthly payment following the first extension of the
GNS contact was increased to g monthly payment to well above the

originally quoted amount,

In respect of the first extension HOAC retrospectively condoned the
approval of the extension subject to the condition that the extension was
only valid until November 2008 and subject to a report on the Kaserne
incident being produced by 30 November 2008. In regard to the required
authority to extend the scope of an ofiginal contract this can only be done to
a value of less than 10% difference from that of the original contract which
can then be approved by the relevant manager or person who approved the
ofiginal contract. This is in terms of the DPP policy procedures. !ncreases
of the nature of these two extensions of the GNS contract required that a

tender process be followed which did not occur in either instance.

The GNS confinement document itself contained the word “confinement not
only In the heading and titie of submission, but a further thirtean times in the
body of the document. The contract period is stipulated as being from 1
November 2007 to 31 October 2008.'"  Paragraph 2 dealing with
“Recommendation: reasons for issuing a confined tender” refers to the open
tender process having been stopped on instruction of Group Executive
Dunjwa, and later records that an open tender process is to he followed
after the confinement contract period expires.”™® it refers in paragraph 14 to
a monthly savings of some R692 000 which Madhav said was inexplicable
as the CPl contract was for the lower amount of R520 000 per month.
Paragraph 14 of the document refers to the commercial evaluation and to
GNS being a company with a proven track record of providing security
services. As set out above, Madhav testified there was no evidence of this.

o

" Page 41
"* Bundle B, page 115
'™ Bundle B, page 114, paragraph 2
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The investigator’s interview with Gama

894

895

"¢ sadhav pages 59-80

Madhav interviewed Gama on 8 Aprii 2009 which was some 17 months after
he signed the GNS confinement. That interview was recorded and
transcribed.  Madhav confirmed the accuracy of the transcript.’™® The
purpose of the interview was not for Madhav to decide on Gama's guilt or
innocence but was to obtain clarity on documents and the process which

had been adopted.

Madhav testified that during the interview Gama said that he could not recal
that it was a confinement, that thers was no need for any secutity service
provider to go out on confinement and that an open tender process should
be followed. in ralalion to the GNS confinement documents which he had
signed Gama initially denied that it was a confinement and said that it was
actually an open tender process by which GNS had been appointed,
Madhav confirmed Gama’s statement reflected in the transcript that Beattig,
the General Manager: Safety and Security came to his office and said that
we need fo sign this document as it was urgent. Gama said asked Beattie
why it was urgent and what the pertinent issues were. Beatiie’s reply was
that they were putting new peopie on site, that the process had taken longer
than they thought but they had three companies that had tendsred and that
they had chosen the best company and that they needed to start
immediately because of issues around cable theft. Asked in the interview
what documents had Beattie presented to him, Gama responded that it was
the motivation. The only motivation which Madhav found was GNg
motivation document prepared by Senamela and Khanye. That motivation
document refers to a confinement process rather than to an open tender

process.
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in relation to whether Gama had applied his own mind or refied on the views
of others Madhav said that Gama stated that he relied heavily on the tender
board doing its job which was to ensure that they had looked at the BEE

requirements and whether the process was -done properly in terms of

Transnet procedures. Gama then said that obviously the tender board

people had already signed it. He would know they had taken all that into
account. He would then make sure that there was the hudget for this
expenditure, ask about the amount and then approve it. Gama then said
that even if it was written “confinement’ on the document it was not a
confinement process because they had gone through a process and had
showed him that process.””” Madhav testified that there was no indication

of any other process other than the confinement process having been

tollowed in relation to the GNS contract,

Madhav testified that he asked Gama to confirm that he had read the GNS
confinement document when he was presented with it for signature. He did
not receive a direct answer, as is reflected on the transcript. However, as
part of his answer Gama did say that “/ do not think I would have gone into

the detaill, into all the details of this”.

The chairperson during this interview was Mr. Brenton Steenkamp.''® He
asked Gama whether Beattie had alluded fo the fact that it was a
confinement as stipulated on the document and in the heading. To this
query Gama responded: “No, no, you see this thing of a confinement as |
say, people sometimes write all kinds of things and say it is a confinement’.
Gama then said that Beattie “showed me three companies in this document
to say: these are the three companies that we have interviewed. Here is
the one company that we are choosing. These are the reasons. Mine was
to say: Okay, have you taken it to the tender board? Yes, it has been taken

"7 Madhav page 54

"8 miadhav page 55

210



99

50

to the tender board. This notion of a confinement in this contract is acttially
untrue. Because a confinement is if | approach you and { say: T am going
to ask you, you are the only one that can do this...” I have always
maintained, and | have said to my people:: securily coniracts, there is no
way that you can say you cannot go out on open tender”. Madhav testitied
that the reference to the three companies was a reference to the GNS
motivation document where three companies are mentioned and which
document he showed Gama during the interview."™ The GNS motivation
document sets out the process that was followed and how the three
companies were chosen and how the recommended service provider GNS
was chosen for confinement. The GNS confinement document maotivates a
confinement and does not make reference to an open tender process save
where it refers to the cancellation of the prior open tender process and, as
Madhav conceded in cross-examination, where it refers in the final
paragraph 1o the contract going out on open tender in the future before

April.

Madhav testified that during the interview Gama asked that he be given ali
the documents and Madhav replied that there was only ene other document
that they had in their possession and that was the GNS motivation
document which he produced. He said that what Gama was saying in the
interview was that he in fact signed the approval of an open tender process
and not, as indicated on the document which he signed, the approval of a
confinement process.'® Gama mentioned in the interview that the
document which Beattie showed him reflected that three comparies had
participated in the process, whatever that process was. Madhav testified

"% sat Bundle Bi, page 112
" Madhav page 89; Bundle D1, page 87
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that there was no other document othar than the GNS motivation docugnent

that referred to three companies participating in a tender process. '

100 Madhav commented that insofar as Gama was saying that what he had
signed was not really a confinement and was the approval of an
appointment after an open tender process, then Gama probably never read
the document before he signed it " if in his mind it was not a confinerment
as the document clearly indicates it was. Gama stated in the interview that
“My role in this thing is to say to the GM who come to me: Do you'have the
funds for this? Have you followed the processes?"® Madhav confirmed

that was how Garna delineated his role,

101 When asked in the interview whether he had looked at the value of this
particular contract when signing it off Gama repiied “With all these new
coniracis, { have an authority of 100 million on these things. This thing vwas
A4.9 miflior”. Madhav explained that the B100 million referred to Gam a's
authority to sign or approve a contract following an open tender process.
Madhav explained that the reference tc 4.9 million was a reference to the
savings as reflected in the GNS confinement document rather than the
vaiue of the contract which was H18 million which is apparent from the

confinement document.

102 Madhav testified that after again insisting in the interview ihat this was not a
confinement, Gama in effect said that the security depariment personnel
were not competent to write whatever was written on the motivation and on
the Acquisition Council documents in the way that they were supposed
t0."** Madhav confirmed that towards the end of the interview Gama again

stated that the document was not presented to him as a confinement but

! padhav page 60, Bundle D, page 86-87
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was presented to him as the product of an open tender process.'®® Gama
then asked Beattie whether he had taken it to the tender board and Beattie
said "Yes, they have signed”. Gama said: ‘Okay, that is good” asked “/Have

you got the money?”and Beattie replied “Yes, I/ have got if’. 176

103 Madhav testified that when he put to Gama during the interview that what he
signed was in fact a confinement and that thare was only one tender price
appearing thereon Gama responded: “No, but | am saying fo you this is not
frue. Whatever they may have written in here, he (Beattie) has shown me
documents. Okay? You know? And this, by the way, this was a five month
contract ...»"*" Madhav testified that it was in fact a 12 monih contract,

The correct position, which Gama himself stated shortly thereafter in the

interview, was that it was a cne year contract with an initial approval period

of five months and that there would be an assessment after five months.

Madhav then informed Gama in the interview that the acceptance letter

which went out was for a period of one year and that the contract value was

R18 million made up of R1.5 per month for 12 months. Gama respondad

that the allegation that his confinement limit was R10 million and he had

spent 118 million was not frue “... because in my own analysis and in the
documents that John (Beattie} gave me, very clearly we were not tfalking
about a confinement’. *® Madhav testified that this was not correct based

on the documentation and that the contract sighed by Gama ciearly was a

confinement. ™

104 Gama then continued in the interview “And in any event, even if it was a
confinement okay, these people are going to work for the first five months
and then, and then check how far they have gone. What is the first five

"2 @undle D1, page 94 it

'* Bundie D1, page 94 4.
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months, at R7.5 milion?'™ Madhav testified that this referred to the walue
of the contract over the first five months being the period after which the
performance review was to be conducted, but that the contract was in fact a
12 month contract subject to a five month performance review. The value of

the contract has ctearly to be based on the fuli 12 month period.

Madhav confirmed that in the interview Gama stated that he knew what his
authority was in terms of confinements and he knew what his authority was
in terms of what he was discussing with Beattie. He then said: “But what |
do want to say and to state unequivocally is that some of these discussions
that we tend to have here, are really just discussions that are aimed by
others o cast asporsions on my integrity and | am not going lo alfow
that™®! Madhav denied that he had in the interview said to Gama he was
not telling the truth or that he had cast aspersions on Gama’s integrity.
When Gama made this comment in the interview about unidentified persons
casting aspersions on his integrity, he did not explain who the other people
were to whom he referred.  In his testimony at the disciplinary hearing
Madhav sought to go no further than to show that the facts refied upon by
Gama are in fact untrue. Madhav did not contend that Gama was being

wiltully untruthful or express any view in this regard.

Madhav said at no stage during the interview did Gama ask for an
opportunity 1o read the documents in order to refresh his memory. On the
contrary, he expressed no doubt about what he was saying. Towards the
end of the interview Gama did however request that copies of the
documents be made available to him. This was done approximately a week
later. Gama never reverted and suggested to the investigators that he

needed to correct anything he had said to them in the interview.

' gundie D1, page 99
"' Bundie D1, page 101
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107 Madhav accepted that during the interview Gama had referrecd to
documents which Beattie showed him in a file but said that they had kxeen
unable find a separate file held by Beattie as opposed to the documents to

which Beattie would simply have had access.

108 Madhav accepted that when he went to interview Gama he knew accordling
to the documentation which he then had that an open tender process had
not been adopted. He also knew that Gama had previously told Qates that
as far as he was concerned the GNS contract was the product of an open
tender process.' Madhav accepted that he nevertheless did not make the
documents which indicated the contrary (i.e. that it was not an open tender
process) avallable to Gama prior to the interview. During the interview
Gama was shown documents as the interview proceeded. In the interview
Gama maintained (as he had previously in documeniation and in a
discussion with Qates in March), that he believed the process leading to the

GNS contract was an open tender process. In the interview Madhay

showed Gama the GNS confinement document and asked him to confirm
whether he had signed this document. In addition Madhav handed Gama
the GNS confinement motivation document and Gama's response was that
while “confinement’ might be written on the document, as far as he was

aware it was an open tender process.

Gama’s evidence on the interview

109 Gama was not pre-cognized or shown any documents prior o his being
interviewed by Madhav in April 2009. Gama explaified that his statement
during the interview that as far as he was concerned there was no
confinement involved even if it looked like it was a confinement, was
because of his previous instruction that security contracts should undergo
the open tender process and because BReattie had indicated to him that the

132 4 EA
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tender process had been completed.™ Gama said that the GNS
confinement document was amongst those presented to him by Beattie
during their discussion.”™ He said that other documents were also
presented to him by Beattie in the course of his motivation and to ind icate
the tender process which had taken place. Gama testified that there was
nathing in the documents which he discussed with Beattie that indicated to

him that this was a confinement which he was being asked to sigr.

In his evidence Gama said that he was looking at the documents which
Beattie had “from the other side” by which ! understand he was reading the
documents upside down and that he “clearty believed at the time that thay
had in fact gone out on fender”'® Gama was clear that at the time when
the signed the document he believed it had gone through an open tender
process. He confirmed his statement in the interview that he “would not

have gone into all the detail of this",

Gama confirmed his prior instruction that security contracts should be
subject to an open tender process. He also confirmed his statement in the
interview that he “would not have read this thing word for word’ referring to
the GNS confinement document. Gama testified that during the interview
his belief was that an open tender process had been followed and this had
been confirmed fo him by Beattie at the meeting when he asked Gama to

sign.

Gama testified that the tender board is required to check that the proper
process is followed and to ensure that Transhet's requirements are
satistied, so that in essence once the document had been to the tender
board reliance could be placed thereon in respect of the “cleaniiness of the
process” as he put it. Gama complained that during the interview the
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documents he was being shown were produced by bit and he was b aing
required to recall what had happened in a discussion some 17 momnths
earfier without the benefit of having considered the documents beforehand.
He therefore asked that ail the documents be made available 1o him so that
he could fariliarise himself with therm. This appears to be an entirely
reasonable request in the circumstances. However, it must be bore in
mind that shortly thereafter Gama obtained alf the relevant documents and
yet never reverted to the investigators to in any way qualify what he had

said during the interview.

During the interview Gama said that even if he had read the entire GNS
document he would still have said to Beattie that this was not a confinement
because of what Beattie had orally told him about it being a tender process.
Gama confitmed in his testimony at the hearing what he had earlier said
during the interview, but went on to add: “But if | had read the document
and it said confinement, then we would havs to carefully go through it and

say, why do you say it's a tender process if it's a confinement?"

Gama testified that he had asked the procurement staff to find Beattie’s file
and although they produced some documentation no specific

comprehensive file was preduced.

There was no dispute about the fact that the process of cajling for tenders
was guided by the procurement department and that it was common
practice was in Transnet that the relevant acquisition councit together with
the refevant to general manager would deal with the process of procuring

services for Transnet.'®

" Gama, page 25 5{ =

“7 3ama, page 54
i
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At the stage in July 2009 when Garna prepared his writlen response ™
Wells’ concerns arising from the TIA investigations he had realised that the
appointment of GNS was not through an open tender process and that the
initial open tender process {of which GNS was not part) had not been

pursued.

In his written response Gama denied any involvement in possible
manipulation regarding the appointment of GNS and suggested too well that
“If indeed there was any manipulation that you suspect by any party, we
would follow up on that matter and carry out an investigation.”" 'Gama
testified that Wells never asked him to carry out any such investigation prior

o his suspension.

Gama was never party to or privy to the open tender process from which
G4S withdrew and which was later stopped because, as was usually the
case, he did not get involved at that level of the procurement process.

In his written response Gama recorded ' that the security department had
verified the profile of the three companies GNS, ARM and Circle 7. This
information he had obtained from a memorandum from Khanye a manager
in the TFR security department dated 10 July 2009."*' He fusther referred
to the minutes of the tender board of 7 November 2007 which recorded
HOAC’s support for the GNS confinement subject to the CEO's approval.
Gama's written response also refers to the confinement being signed “for a
period of five months, 1 December 2007 - 30 April 2008 on a performarice
review period at R1.5 miltion (+-R7.8 mitlion)’. This information Gama said
was obtained not only from paragraph 4 of the GNS confinement document

8 Bundie D2 , page 1

'* Bundle D2, page 18-19
%t paragraph 4.3

" Bundie D2, page 91
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itself'** but also from members of the tender board. He contended ine his
written response that this fell within the B 10 million limit of his delegation of
authority on confinement as the contract value was R7.8 million,'*3 Gama
did not go so far as to repeat this justification in his evidence at the
disciplinary enquiry. Instead, he merely pointed out that if the consignment
was for a five-month period then it felt within his delegated authority, *44
What Gama failed to point out is that the very next iine in paragraph 4 of the
GNS confinement document refers to the total contract period being a
period of one year. What the written response goes on to say, and this was
confirmed and repeated by Gama in his testimony at the enguiry, is that the
GNS confinement document was poorly written and that he had instructed
the {new) General Manager concerned {Siya Mtetwa) to follow up on the
pertinent aspects relating to the poor quality of the documents submitted
and that he had been informed that both a training intervention and an
enquiry on security submissions in general was underway. He funher
explained that the Chief Procurement Officer had implemented a
procurement management process to ensure that communication orn
tenders is dispatched to alf paities that apply to participate in a tender. The
written response then records Gama’s general belief which is that sacurity
services can be obtained via a public tender process. it goes on to state
that it is sometimes impossible not to enter inio short-term confinement
contracis where operational problems such as cable theft require this, and
that it would be similarly negligent not to support efforts to curb that
practice.”™ Gama's his reliance in his written response on paragraph 4 of
the GNS confinement document was selective and is not based upon a
proper construction of the full document which in paragraphs 11 and 14
reflect that the contract period was for a full year. On the face of it the fact
that Gama was selective in this way in interpreting the document in order to

"% At paragraph 4, Bundle 8, page 1208
" Bundte D2, page 20
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seek {o persuade Wells that he had authorised a contract within his leviel of

delegated authority was misleading.

in support of his submission that the GNS confinement document was badly
drafted Gama then refetred in his written submission o the fact that the
2008 tender audit for TFR scored poorly on tender administration and that
remedial action had been instituted with the Chief Financial Officer and the
Chief Procurement Officer.'*® Finally, Gama indicated that the new Gen eral
Manager had been tasked with a full review of the security area to be
completed within three months following an incident whereby a secUrity
manager had hired another security companies services without obtaining
any authority. Gama testified that this review had aiready begun by the time
he was suspended but that he was not able, in consequence of his
suspension which occurred about a month iater, to indicate what had
transpired in regard to that review process. Gama also suggested that any
suspicions which TIA had regarding existing coniracts could be assessed
and dealt with. He pointed out that TIA for their own reasons, had nct

shared their investigations with him.

Gama said that that had he known at the time thal the document he was
signing was a confinement not have approved it because of his belief that

security contracts shouid go out on the open tender.

As discussed in detail eisewhere in this award Mr Khanye provided the team
with a file which contained the signed GNS contract which Mr Fermhead had
signed in June 2008, the GNS confinement mativation as well as the GNS
continement document which served before HOAC as well as some e-
mails. Madhav testified that the confinement document was obtained from
Khanye around early December 2008. The version of the GNS confinement

motivation {there being two contained in the exhibiis fite) was identified as

" BundleD2, pags 20 paragraph 5.3; Gama page 43
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the one handed in at the hearing under bundle B1, page 112 which was

signed by both Senamela and Khanye.

123 The chairman of HOAC is Mr. Lloyd Tobias, He was the only membe r of
HOAC interviewed by the investigaiors. The minutes of HOAG refiect that
they motivated a 12 month contract. Madhav accepted that HOAC had no
authority to approve a confinement for R18 million. When Tobias was
asked by investigators why his council had approved the GNS contract in
that sum his answer was simply that the councit does not approve the
confinement which is subject to final approval by the CEQ, the council only
supported it.'""  Madhav testified that he asked Tobias how they could
support something which they knew Gama could not approve. He said that
Tobias was evasive in answering this question and Madhay conceded that
Tobias’ answers were not satisfactory. Despite this wholly evasive answer
Madhav did not interview any other members of HOAG or officials who ware

present at the relevant HOAC meeting to explain this apparent anomaly. '*®

124 Divisional Acquisition Gouncils are deait with in paragraph 8.1 of the DPP
policy which provides that the DAC will consider and approve ail
expenditure contracts falling within its jurisdiction within the CEQ’s
delegated powers. Consequently, HOAC's authority on confinement is the
same as the CEO's, in this instance R10 miflion. This was commaon cause,
The provision in clause 8.1 continues: “Transactions exceeding the CEO’s
delegated powers will likewise be considered by the DAC, and if it concurs
with the recommendation, refer the matter to the relevant person in the
hierarchy with the appropriate delegated powers for the particular R — value
of the transaction”. Madhav conceded that if this was indeed a confinement
of R18 million then HOAC was required to refer the matter to higher
authority. It was put to Madhav that either Tobias was untruthful when he

"“7 Madhav page 82 “
" Madhav page 84
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said that the contract value was under R10 million or that HOAC was
deretict in its duty by not referring the matter to the next level of authority.
Madhav stated that it is possible that the council never applied its mind to
whether it had to refer to the next level and that this was the subject of
ongoing investigation. He accepted that no steps had been taken against
any people at HOAC in this regard but said that their investigations revealed

that action is probably to be taken against the council.

Mr. Fredricks (Head of Supply Chain Services: TFR) signed the
appointment letter of 6 December 2007 which accepted the GNS
proposal.’*  Madhav could not explain why Fredricks had never been
interviewed during the investigation or asked about whether he had
compiied with the requirement in the DPP policy'® that a person signing a
legal document may only do so with the prior advice of the relevant legal
services depariment. Madhav accepted that he should have pursued this
question and that it was possible that someone from that legal department

had told Fredricks that he could sign the letter.”  Madhay was not aware

that Fredricks was facing any disciptinary steps.

126 The investigators had contacted Beattie, whom | understand now lives in

127

Australia, but he said he could not recall anything. Madhav categorised
Beattie’s response as uncooperative as he would not give any answers and
said he could nof recall anything.”® Madhav accepted that he left in the air

his evidence about the timing of Beattie's teaving Transnet, '

In relation to the file of documents which Gama said Beattie brought him,
the investigators were unable to find this file and had requested Gama

"“®-Bundle B1, pages 127 - 137

* In clause 5.5. Note 1, Bundle A2, page 154
! Madhav pages 108 -1 09

"2 pladhay page 113

" Eages 113-114

222



223

62

during his interview to produce the documents he was referring to. Gama

said he would go and lock for them.'%¢

128 Madhav accepted that the scope extension of the GNS contract from 1 April
to 30 November 2008 (a period of 8 months) was subsequently condoned
by HOAC on 13 August 2008 with an estimated contract value of some R13
million which, on the face of if, exceeded the authority of that council. The
investigators did not discuss with the councii members why they condoned
the scope extension but Madhav conceded that Gama had nothing to do

with the aspect of the extensions of the GNS contract.

129 Mi, the Chief Operating Officer: TFR signed the GNS agreement in June
2008. Madhav could not recall whether he had asked Fernhead whether he
had referred the contract to the legal department before signing it. Madhay
accepted that the investigation did not ascertain from Transnet Group Legal
whether they had approved the agreement.  Madhav accepted that
Fernhead should have run the contract past Group Legal before signing it.

= 130 Madhav's report recommended that corrective action be considered against
Gama in relation to the approval of the confinement contract beyond his
authority.'*® He did not recommend any corrective action against Nayager.
He said it was only later in the legal opinion from Bowman Gilfillan that
Nayager's name came up as somebody else who had transgressed the

policy.

131 Madhav accepted that for an open tender process a tender would be
adjudicated on by a cross functional evaluation team and thereafter by the
relevant Acquisition Council (i.e. HOAC) which would decide whether the
tender should be accepted or not and would then refer the matter for the

[P
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conclusion of the contract by someone else. None of this however had

anything to do with Gama,

Gama’s version as put to Madhav was that whilst the other signatorics to
the GNS confinement document had all signed on or before by 23
November 2007 Gama had no knowledge that as early as that date (3NS
had been informed that the contract would be awarded to them. Garna's
version is that when he signed the document he believed at the time it was
an open lender and only later, upon being shown the documents, dici he

come to understand that the process was in fact one of cordfinement.

The staternent in the final two lines of the GNS motivation document that the
contract should go out on open tender early in 2008 and before April, is
nowhere stated in the GNS confinement document itself. Madhav painted
out under re-examination that if the intention was that the GNS contract
would be a five month contract on confinement and thereafter a new
contract would be awarded based on an open tender process, that there
would have been no need for a review of the confinemerit contract after five

months.

Madhav said that it would normally take anything from two to three months
for a security contract to progress through and complete the open tender
process. The original tender in this case was issued on 17 July 2007, Four
months later in November 2007 the process was not yet complete.

It was pointed out by Madhav that in terms of the DPP policy and Delegation
of Authority Framework policy the obligation to ascertain the relevant levels

of authority lies on the person exercising that authority.

Weils accepted that as far as TIA was concerned up untii the time of the
hearing the only evidence implicating Gama in relation to the GNS contract
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was the fact that he signed the canfinement for R18 million when his

delegated authority was-only R10 miilion.

137 Wells denied that Gama had clearly said in his written response that he
would take action to remedy the irregularities in regard to the GNS contract.
Wells said that Gama had however also failed to take any action in reg ard
to the irregularities in the process and no such action was taken by Gama

before the time he was suspended. '

138 In response to the suggestion that Gama was not given the full picture by
the TIA Investigators and was only shown “snippets” of what they hiad
found, Wells pointed out that he had in writing given full details to Gama in
the letter which he wrote on 18 June 2009 raising his concerns and that
Gama as the CEQ at that stage had full access to all the information he
could reasonably have required from TRE.'"® Wells also accepted that as
the CEQ Gama was entitled where he was not personally involved and

where his line management were responsible, to rely on them. %8

Gama’s evidence

138 1 turn now to consider Gama’s evidence on the GNS coniract in detail.

Gama’s evidence on the security contract

149 Gama's unchallenged evidence was that Beattie was head hunted from the
private sector where he was very experienced In safety issues and came
from a world-class save the environment, Although Beattie was
experienced and able Gama explained that he was somewhat overwhelmed
by the enormity and urgency of the security issues faced by Transnet. As a
man in his 60's it was felt that he probably lacked the energy ievels to

% Bages 135 - 136
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achieve what TFR required of him as the General Manager: Safety and
Security TFR. Beattie discussed the situation with Gama and it was agreed
that his contract would be terminated. Because Beattie had been head
hunted from a stable environment and was nearing the end of his working
ife, the agreement was that he would receive a 15 month severance
package. The unchallenged evidence of Gama was that this package was
not out of line with packages paid to other general managers who had
recently left Transnet. Accordingly, there is in my view nothing to be made
the fact that at the time that Beatiie approached Gama to sign the
confinement document Beattie was about to leave Transnet within a few

days.

Combined Private Investigations (“CPI") was the security company which

preceded GNS. Gama signed the confinement document for the
appointment of CPI in 2005. The reason jor the confinement was that CPy
was the only known company that offers the specialised service required.
Agafnst his signature at the time of approval of this confinement Garna
noted that the contract should be entered into for six months and then
reassessed. " Gama maintained that security services for Transnet shouid
go out on public tender, In support of this being his attitude historically
Gama referred to an evaluation report on tenders which he approved in
March 2007 and which bore a handwritten note by him requiring that the
security services being evaluated should go cn a public tender process to

ensure a new contract by 1 July 2007,

When approving the confinement for CPI in about October 2005 Gama read
the confinement document, applied his mind to the issues and directed by
way of a handwiitten note that the petiod of the contract be reduced 1o six

**Bundle B, pages 8A at 8B
"* Gama, page 4, Bundls B 8H
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months and then reassessed.” On 3 March 2007 when considering the
extension to the CP{ confinement contract he again read the tender board
agenda item document presented to him'® and appended a fairly fengthy
note in which he instructed that the extension be only until the end of June
and that in the interim a public tender process be undertaken and
concluded by 1 July 2007."%° He also considered the service very
expensive and pointed to the need for meaningful key performance
indicators.  All of this required that he consider the contents of the
document placed before him in some detail. Gama knew that the award of
the security contract to GPI had followed a pilot project involving CPJ 184
Gama accepted that cable theft was an important issue for Transnet and
that as CEQ he would have regularly discussed this with both subordinates
and superiors. The reasons for devialing from the prescribed open tender
process with CPl were set out in some detail in the tender board agenda
item document.'™ in signing his approval of this confinement Gama said he
had regard to and examined those reasons to decide whether a
confinement was justified.”™ Gama accepted that when he signed the
extension of the CPI confinement on 3 March 2007 he exercised an
independent discretion as evidenced by his handwritten nota reducing the
extension from 12 months to six months and did not simply rely on the

representation by the tender board.'®

Gama lestified that his involvement in the appointment of GNS began and
ended on 5 December 2007 when he was appioached by his then General
Manager: Safety and Security TFR for his formal approval for the security

contract. This occuired during the morning when Gama found Beattie

*" Bundie B8B, Gama page 69
"2 Bundfe B, page 8C-H

163 Gama, pages 76-7
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walting outside his office to see him urgently. Beattie had no prior
appointment. He invited Beattie into his office. Beattie had with him a
bundle of documents which would have filled approximately three quariers
of a standard fever arch file. Beattie explained that he needed approval of
the security contract and showed Gama an open tender document, 168
Gama asked him questions about the process and whether it had been tg
the tender board and whether the KPI's were linalised as these were
relevant to whether penalties applied to service providers who were not
performing. Beattie then produced the GNS confinement document for
(Gama to sign. From the final page of this document Gama could see that
the tender board (HOAC) had considered the contract and signed in
support. Gama then signed the GNS confinement document. Beattie also
indicated to him that there was an urgency to signing because of
operational problems regarding security. Gama stated that his meeting with

Beattie lasted about 5 to 10 minutes.

Gama maintained that Beattie told him that the tender board had approved
the contract which had gone through the tender process. He aiso said that
on the document shown to him were reflected three companies that had
gone te the second stage of the tender process.™ Gama identified the
copy of the GNS confinement document which was shown to him as the
copy without handwritten markings thereon.””® Gama confirmed his
signature approving the appointment on 5 December 2007. He said that at
the time he signed he believed the document indicated that a tender
process had been gone through. He said he observed the signatures on the
documeant, including that of Beattie, and the chairman of the tender:board
which indicated that the proper tender process had actually been followed.
Gama maintained that it was always his contention that Security contracts,
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where they were many service providers available, should be secured by

way of open tender.

145 Gama lestified that after he signed the document he had no further
involvement in the appointment of GNS as Transnet's security company. He
said that it was only in June 2009 when Oates approached him that he
became aware that the document which he had signed was not the
approval of an open tender but was in fact a confinement of the tender to
GNS. Gama had no involvement in the formal appointment of GNS for a 12
month period by Transnet by way of a letter dated 6 Dacember 2007 signed
by Fredricks the Head of Supply Chain Services. The formal agreement
between GNS and Transnet was concluded on 2 June 2008. This was
signed by the COO of TFR and again Gama had no involvement in this

process.

146 Despite the background knowledge on Gama's part about CPI and his
instruction that a public tender process for security services be concluded
before 1 July 2007 Gama contended that when he was asked on 5
December 2007 to sign the document before him by Mr Beattie, he was not
aware of whether any tender process had been followed in the interim.”
Gama denied that this was extraordinary saying that he did not deal with
tender processes and was not involved in the “nifty-gritty” of that process
and would not have been aware of this unless it was raised at weekly
operational meetings. He said he would not have enquired as to the

situation unless one of his managers had raised the security contract as a

problem. While Gama accepted that the issue of cable theft was one which

he as the CEO was required to deal with proactively, he did not accept that
contracting was an issue which required his active attention. This was
despite his acknowledging that there were problems with procurement at

TFR at the time and that there was a 24 month project called “Operation
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Cleanup” which was put in piace to improve the TFR procurement systems.
Gama maintained that he trusted his senior general managers entirely to

deal with the contract issues.

147 Gama knew that he had instructed that the new security contract be

concluded pursuant to an open tender process before 1 July 20067. He wasg
also aware that CP{'s services were extended on a month to month contract
after the end of June 2007 but said that he did not specifically know who
was performing security services after June 2007. He also did not know
whether any procurement process had been put in place and whether or not
a tender had ever been issued. He denied any knowledge of the shont
listing of four bidders on 23 August 2607 by HOAC."? Gama accepted that
several of his subordinates would necessarlly have known about the open
tender process for a security contract and that persons dealing with security
contracts at group level also knew, because of the instruction to hait the
tender process which apparently came from group level. He also accepted
that prior to the open tender process being stopped GNS was on the scene
as a prospective supplier of security services but denied knowing this at the
time.””® Gama accepted that there was nothing to prevent the original
tender process from reaching its conciusion despite the fact that G4
Security had to be excluded from the tender process. ke agreed that it was
strange that the tender process was halted. Gama conceded that there
would have been no difficuity in his establishing at any stage what the
position was regarding the tender process and the short Hsting of bidders.
He accepted that the tender process was halted shortly after GNS had

started communicating with managers at TFR under his jurisdiction.

72
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148 Gama conceded that when Qates approached him in early 2009 to discuss
the appointment of GNS and how it had occurred, he informed Oates that
like any other security company it had gone out on an open tender processs.

Gama’s-relationship with General Nyanda

149 Gama accepted that there had beeri a sponsorship of the General Nyarnida
charity. golf day on about 18 August 2007 of which he was aware and which
was associated with General Nyanda. Gama conceded . that - he: had
instructed his lawyers to put to. both Qates and Naiker that he denied their
ve;_r_sioh of the discussion about his relationship. with General Nyanda zand
had said that the knew him oniy as a public figure. Gama admitted in the
hearing that this was not his relationship with General Nyanda whom he
admitted was a personal acquaintance of his with whom he had played goif
in the past, with whom he had spoken on occasion and with whom he would
discuss telephonically bereavements in the family. Nyanda also called him
to commiserate when Gama was suspended. He denied however that
Nyanda was a friend or close friend. Gama explained that the reascn why
he had insiructed his lawyers to put this version was because he wished fo |
put some distance between himself and General Nyanda because of the

implication that there was an improper relationship between them which he

denies.'*

150 Gama accepted that he had given instruction 1o his counsel jn an attempt to
distanice himsell from General Nyanda the effect of which was that the
contention conveyed was not true.””® He écpepted that his intsrpretation of
the evidence of Oates and Naicker, namely that it was being alieged or
inferred that there was a “friend” of General Nyanda was wrong. Gama

accepted that General Nyanda was a personal acquaintance of his and said

"™ Gama, page 29
'™ Gama, page 95
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that he had never denied this. He accepted that the version which had been
put to the witnesses, namely that he knew General Nyanda fike any other
member of the public was incorrect and for that he apologised.'® Gama's
celphone records showed that he'was in telephonic communication with the
general on-6 and 15 July, 27: August and- 1 December 2007, the last
communication being a matter of days before Gama signed the GNS
confinement document. The retraction of Gama's version as to his
relationship with General Nyanda was only made after telephone records
were produced which showed communications between Gama and Nyanda
which were inconsistent with Gama oniy knowing the general as would: any
other member of the public. Gama however denied that from his actual
relationship with Nyanda any inference could be drawn of an untoward
relationship.”” He avoided answering the question of why it was, that if his
relationship with General Nyanda was in truth entirely innocent, there wouid
have been no reason for him not to give his iawyers the correct instruction
rather than to instruct him as he had done with the version that he knew
Nyanda as anyone else would know him, because he was a public figure. 7

Senamela was appointed as a manager in TFR on 23 July 2007 and Gama
accepted that he was therefore new in the job during the period when the
open tender process was laking place. Gama received reporis regarding
security issues inciuding cable theft but could rot recail whether he had

discussed cable theft with Senamela, saying this may have been dealt with

by Beattje.

On 5 December 2007 Gama knew that Beatlie’s departure was possibly
imminent. On the previous day and Gama had proposed to Beattie that his
role and responsibility be reduced essentially due to his inability to cope
with the full scope of his mandated activities. Indeed, when Beattie

Gama page 97-9
7 3ama, page 100

78 C3ama, page 100-105
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approached him that morning Gama anticipated that the discussion would
be about his response to whether he would remain at TFR or not which was
an issue was due to be discussed with Beattie later that afternoon. The
negotiations regarding the terms of separation in fact took place on 5
December and were concluded that same afterncon by the time when the

separation agreement was signed by Gama. -

Under cross-examination Gama said that the final signing page (page 7 of
seven) of the GNS confinement document was the only document which he
looked at and actually read at the time when he signed it. Although the
entire GNS confinement document was with Beattie, Gama said he was
only handed the final page thereof which was the only page which he
read.'® He accepted however that at the bottom of tha very page, in fine
print, is a reference to the GNS contract being a confinement. When it was
pointed out that the document had previously been signed nearly a month
earlier by Senamela and at least 12 days earlier by the chairman of the
tender board, Tobias, and yet Gama was being asked to sign it is a matter

of urgency, Gama said that he probably didn’t pay much attention to the

dates on which others had signed the document. He said Beattie asked
him 1o sign as a matter of urgency and indicated that he (Beattie) had
omitted to deal with the mattar and that the contractors needed to move
onto site. Gama did not query why the matter was so urgent. He did not
take time to read the document and said that when he signed it be did so
without knowing to whom the contract was being granted.™™ He also said
that the actual cost to Transnet was not discussed although he said he did

ask whether there was money in the budget.

Gama said that he saw, in Beatiie’s possession a document which reflected
a tender number, such as the cover shest for the open tender issued on 17

' Gama, page 123-125
" Gama, page 121
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July 2007 which was produced in evidence and that he had no reason to
believe that what he was signing was something other than an open

tender.'®!

Gama accepted that what Beattie did by approaching him and persuading
him that what he was signing was an open tender process was a complete
and blatant fraud'® and that had Beattie informed him that it was g
confinement his response would have been quite different. He accepted
that when the fact that what he had signed was a confinement was brought
to his attention (during the interview with Madhav in April 2009 as
supplemented by the documents subsequently furnished to him shortly
thereafter) that there may have been other persons equally guilty of this
fraud which had been perpetrated on him."™ Yet in his written response of
20 July 2009 there is no mention by Gama of a fraud having been
perpetrated on him by either Beattie or anyone else. Gama’'s answer 10 this
was that he indicated that he needed a period of three months to thoroughly
investigate the matter and that insofar as there was an ongoing
investigation into himself, who did not want to intervene and interdere with

that investigation.

Gama conceded that had he read the GNS confinement document he would
have conciuded that what he was signing was a confinement for a period of
one year with the contract value of some R18 million.'™ He accepted that
had he read the document he would alsc have seen that there was in fact
no open tender process because the process which had occurred had been
stopped. He would also have seen that one of the beneficiaries of the

gontract was General Nyanda and, knowing that he was (at its lowest} an

P! Gama, page 134 read with Bundls B, page 9
%2 3ama, page 138
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acquaintance of Nyanda that there was a potential for this to a adversely

affect TFR.

157 Gama accepted that the provisions in clause 5 of the Delegation of Authority
Framework were aimed at preventing potential abuse of the confinemient
process. He further testified that it was not uncommon in TFR to find that
standard documentation was incorrectly used in the procurement process
and that, in consequence, as a general proposition this was even more
reason to scrutinise very carefully documentation such as that authorising a
security contract. In addition, although he was not himself the person
responsible for exé&uting the programme, he supported and was aware of

the “Operation Cleanug” programme within TFR aimed at remedying

problems in the procurement systems. He accepted that a CEO such as

himself was expected to lead by example and to exercise his authority in
accordance with the laid down Transnet procedures and that in the context
of the problems regarding procurement within TFR and having regard to
Operation Cleanup it was incumbent on him to execute his duties with due

and particular care.

158 Gama agreed that when he related during the interview what had occurred
on 5 December 2007 when he signed, he was relying on his memory of
what had taken place on 5 December and not on any documents which he
had obtained in the interim.”® In the interview in response 1o the question of
what documents ‘Beattie had presented to him Gama told Madhav that it
was “thejr motivation”. Gama said at the disciplinary enquiry that this was a
reference to the file of supporting documents which Beattie had and not a
reference 1o the specific GNS confinement motivation document.’® in my
view Gama’s version of this portion of the interview is to he accepted and

one cannot in fairness find that he previously gave an inconsistent version.

' Gama, pages 29-30
% (3ama, pages 30-32
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159 White Gama was clear that Beattie did not show him the documents page

160

for page (there being three quarters of lever arch file of documents in
Beattie’s possession) he did testify that Beattie showed him ‘the relevant
documentation” and in particular he accepted that Beattie showed him the
document on which the names of three companies appeared.'® Later in
the interview he repeated that Beattie “would have shown the names of
companies™® and that “He showed me three companies in this docurment
to say: These are the companies that we have interviewed " Gama
confirmed in his testimony at the disciplinary enquiry that he was shown the
names of the companies. He also confirmed that he paid attention when

Beattie said to him "Here is the one company that we are choosing,” 1%

Under cross-examination Gama accepted that when he referred to the
open tender process being stopped because of the participation of G4
Security he was recollecting his understanding of the situation prior to
interview and as at 5 Decerber 2007."" Gama accepted that Beattie told
him that one company had been dropped, that there were initially four and
later three bidders, but did not mention that the entire tender process had
been stopped. The interview then continues with Gama again saying that it
was a tender process that somebody decided to call a confinement and he
is recorded in the transcript as going on to say: “There was-a tender
process, there were three companies that were approached. QOkay? in
terms of their requests for proposats” ' Gama denied at the hearing that
he knew as at the time of the interview in or indeed as at 5 Dacember 2007
that three companies were approached after the original tender process had
heen stopped. He said that by his use of the word ‘approached” in the
quoted passage he had meant that there had been an “adjudication”

% Gama, pages 33-35 and 49

'* Bundle D1, page 84;Gama, page 46

6 . Bundie D1, page 85;Gama, page 47
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process resulting in the final three companies (and that this was therefo re a
reference 1o the open tender process rather than the confinement proce ss).
This is however a very strained interpretation of the language which he

used in the interview,

161 To my mind the record of the interview reflects that Gama was aware on 5
December 2007 that only three companies were approached. The transc ript
later records the following, which Gama admitted at the hearing was a
reference to his discussion with Beattie: “We were discussing something
where he said: Look we have gone out on tender. | had three companies.
He did not say four, so | do not know anything about the fourth one. We
had three companies, because they were to process this year, as yousay.
There was the process where they were ten companies or whatever, | do
nof know the actual number. But | can find out all that.” The importance of
this is that, as appears earlier in these findings, the unchallenged evidence
of Madhav was that the only document which refers to three companies was
page 2 of the confinement motivation document which he showed to Gama
during the interview.'™ There is no such reference to the three companies
in the GNS confinement document itseif which merely refers, in paragraph 2
thereol, to “the motivation attached for a list of afl companies interviewed
fogether with GNS...”_It follows therefore that Gama was probably shown
the confinement motivation document by Beattie at their 5 December 2007
meeting, as that is the only documentary source from which he could have
obtained the understanding that there were three bidders who were
approached. That being so, it is clear that Gama was given not only as the
GNS confinement document which served before HOAC, and which on his
version he said at the time was possibly merely wrongly completed to reflect
a confinement when in fact the process was an open-tender one, but he
was also given that the GNS confinement motivation document.

" Bundle D1, page 87; Gama, page 59-60
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162 There are several references in the transcript where Gama refers to Beattie

having shown him documents during their meeting on 5 December 2007,
Gama testified that the documents were shown to him across the table by
Beattie.'™ Gama made it clear that Beattie was in possession of a nurnber
of documents and that whenever he questioned Beattie on any aspect he
would point oul the relevant page in the documents relative to that question.
In the course of his explanation Gama stated that “we saw the documents,

we went through them” but explained that Bealtie remained in possession of

the file of documents.'™ It was then put to Gama that if he saw the
documents and went through them with Beattie he would have seen the
word “confinement” and he accepted that he would have seen the word,
However, this answer must be seen in the context of his previous answar,

which was to the effect that he would hava seen the word “confinement”

only it he had actually read the documents.'®

163 Gama accepted that when he referred in the intervisw to a tender process

involving ten companies'®” that this was information which he had in his
mind and which had not been imparted to him previously in the interview by
Madhav. ft follows that the reference to the names shown to him during the

interview must be references to the names of the three applicant companies

in the confinement process such as it was. In this regard, during the

interview Gama siated that Beattie “..even showed me the names’ and “He

showsd me the names and said: These are the people.” ' The second

page of the GNS motivation document was then shown to Gama in cross-
examination and he agreed that it reflected two lists of the same three
company names, including that of GNS. it is not entirely clear whether

Gama admitted under cross-examination at this point that he was actually

'* Bundle D1, pages 97 and 99; Gama, pages 77, 83,
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shown the name of GNS by Beattie in this way,"® but In any event on the
probabilities this was the list being shown to Gama at the time as there is no

other document which lists only three company names.

Gama’s response and alleged failure to himself investigate and take

disciplinary action if necessary

164 Gama said that once he realised that what he had signed was in fact a

199

Fage 90

confinement and that the tender process had been, contrary to his
instruction, stopped and replaced with an unauthorised confinement
process, there were a number of people both in the TFR secu rity
department and in procurement whose conduct needed to be investigated
in order that they be called to account and possibly discipiined. According
to Gama these included: firstly Beattie, Khanye, Senamela and Nayager in
the security department as well as other persons in the procurement
department including the Chief Procurement Officer who had issued the
acceptance letter. Gama denied that immediately following the interview on
B8 April 2009 when he was briefly shown two or three relevant documents,
that he had sufficient information to act against these people, He said that
he called for a file of relevant documents from the procurement department
and was then going on leave for a period of some three weeks. |t was, |
think correctly, put to Gama that this was iike asking the fox what was
happening in the hen house because he was asking the very persons who
were implicated to investigate themselves. The lmpitcanon was that he
ought to have elicited the assnsiance of "HA in this mvestrgat:on which he
faiied to do. In any event, on Gama s versmn by the end of July 2009 some
three and a half months !ater hlS investigations had not progressed beyond

his determming that there was something amiss.
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This does appear to me to be an entirely inadequate response froma GEO
who at -tha_t stage held the view that he had been misled by his Gemneral
Manéger and possibly also misled by staff in the security and procurerment
departments The lack of a more vigorous mvestiganon does fend to show
that Gama was less than enthusiastic in pursuing these suspected
irregularities, particularly given the implications for his position personally
which he can hardly have failed o realise. When Wells informed Gama that
he was himself the subject of an investigation in relation to the GNS
contract Gama said he adopted the view that he should not be seen to be
interfering with the. investigation of TIA and should remain aloof rather than

himseif investigating his subordinates.

Gama accepted under cross-examination that Transnet was entitled o
investigate allegations concerning the award of the GNS contract and call
him, as the CEOQ, to account in reiation to that. However, in addition he
contended that Transnet was obliged to inform him that he was formally
under investigation.”® | fail to see from where the obligation arises that a
person must be infarméd-ofm_any investigation against him. The fact that
Gama may previlou:slfy have been told of investigations in his area of
responsibility does not give rise fo any obligation on Transnet's part. Be
that as it may Gama should have realised on 10 December 2008 when
Oa’[es told him there was an investigation.into irregularities surroundfng the
GNS contract that the investlgahon could have related fo him. He was
formailfﬁlﬁ he Was the subject of an.investigation in this regard on 11 May
2009 ar{a* those concems were reduced to writing on 18 June 20(7

167 Wells expressly raised Transnet's concerns on 18 June 2009 s rrounding

the GNS contract. In this regard, in his letter to Gama raising the concerns
expressed by TIA Wells specifically invited Gama®' to indicate what action

9 3ama, page 67-8

144t paragraph 8, Bundie D1, page 141 o
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he considered appropriate to resolve the concerns and what corrective
steps he would recommend be taken from a management point of view to
deal with the GNS appointment. In this context, of his having b een
specifically asked what should be done, Transnet coritends that Gama’s
response contained in his written response of 20 July 2009 was wheolly
inadequate having regard to what he suggested under cross-examination at
the hearing should be done by way of an investigation of the GNS contract
irregularities. On this issue Gama's response was that he required all ihe
documentation and that he never recsived the reports from the intetnal
auditors with their concems or the documents which they had obtained in
relation fo the alleged irregularities, which he maintained were related o
managers several levels below him in the hierarchy. Gama also attributed
his failure to pursue an invéstigation to the fact that he no longer believed
that the approaches to him by Wells were genuine.? That however in my
view is no reascn why his responsibility as CEO to call his subordinates to
account could and should not have been fulfilled. There was no reason why
at the time immeadiately after the interview Gama as the CEQO could not
have called his staff to account. He had the authority and the powsr to
secure the relevant documentation himself, Indeed, during the interview, the
investigator asked that he fumish all relevant documents, Gama retained
the responsibility to perform his own investigation into the persons under his
command and control. 1t is in my view no answer to say that he was unable
to perform such an investigation because the internal auditors were
In this regard Gama referred to the
“practice” in Transnet that the internal auditors would approach him
regarding issues and to request documentation, He was clearly suspicious
because in this instance it appeared to him that TiA already had certain
documentation which was not given fto him in the normal way. The
unchallenged evidence of Madhav was that towards the end of the interview
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Gama asked for documentation which was made available to him absout a
week later and that Gama never reverted to him to corract anything that he
had said during an interview or to respond at all.?® Gama's response at the
hearing o the effect that he had requested the Chief Procurement Officer to
obtain the documents, that the latter had indicated that certain of the
documents were with the auditors but that he would compile a file and that
Gama then went on leave for some three weeks, that on his return he did
have two files and was still congsidering these when he met with Wells on 11
May 2008 when he was first informed that he was himself the subject of
investigation. Gama contended that at least in part why he did not pursue
such investigations was because he did not want to be accused or
suspected of engaging in any form of cover up. He therefore felt that he
could not continue with the investigation which he had started.

[ am doubtfui ahout how determining the extent of the irregularities
associated with the GNS contract in the security department and the
procurement department could reasonably lead to a conclusion that Gama
was altempting to cover up. Moreover, if this was gentinely a concern on
Gama’s part at the time, one would have expected that this would have
been expressly raised in his written response of 20 July 2009, bit no such
concerns were expressed.  All that was expressed in that letter in refation
to this is that an investigation is required into the GNS contract and that the
new General Manager for secunity had been asked to investigate and that
three months wouid be required to complete such a review dealing with the

suspicions of internal auditors. 2%

In his written response on 20 July Gama stated the foliowing in paragraph
4.1: *1 deny any involvement in any possible manipulation that you may be
referring to relating to the GNS appointment. if indeed there was any

T
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manipulation that you suspect by any party, we would follow up on that
matter and carry out an investigation.” Gama's position at the disciplimary
hearing was that he considered he had been misled at least possibiy
fraudulently by PReattie and possibly others, that there were clearly
irregularities  which needed to be investigated in the security and
procurement departments. He even named some of the individuals whom
he said needed to account for their conduct. This position is entirely
inconsistent with the statement which he made in his writien response as
set out above. Neither does the suggestion later in his written response that
he has tasked the new General Manager security to investigate the matter
and requires three months to complete the review constitute an adequate
explanation for this response which refers not to any manipulation or
irregularity suspected only of Gama himself, but refers to any irregularity by
“any party" which would include the managers and Gama’s insubordinates

in the security and procurement departments.

170 Also noteworthy is the fact that in nis written response Giama compietely
failed to mention the fraud and misrepresentation committed upon him by
Beattie or the possible involvement of others in the irreguiarities
surrounding the GNS contract, which had been listed in detail in Welis’ letter
where these concerns were raised.?® This would of course have been
uppermost in Gama’s mind and would have been a simple matter to include
in his written response. When this failure was put to him, Gama’s response
was that he was under time pressure to respond. Even accepting that he
had other duties to perform this is to my mind an inadequate response
given that he had more than a month in which to reply tc Wells' letter.
Neither is Gama’s contention that he later realised that certain issues which
he had raised in draft versions of his written response were somehow.
omitted in the final version at all convincing. If indeed he later realised that

‘;}} |
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certain responses had been omitted one would have expected that he
would have simply supplemented his response to Wells. There wass no
evidence that he did so, and neither did he produce at the discipli nary
enquiry the draits which he alleged contained the omitted material.

In fact, Gama's explanation in refation to the appointment of GNS in his
wriften response was merely to deny any personal involvement in ejther any
manipulation relating tc the appointment of GNS or the original open terder
process and to seek to provide reasons for why the appointment of GNS on
confinement was justified. The approaeh of seeking to justify . the

appointment of GN8 on confinement is. entirely rnconsmtent with Gama 8
approach. during the disciplinary enquiry. As was pointed out tor Transnet
the failure to seek to eall anybody to account and the approach adopted by
Gama in_his written respoense and the failure to investigate what he by then
knew to be serious. irregularities and procedural defects, is consistent with
Gama knowing about the irregularities and procedural defects but seeking
to _avqid any investigation into them possibly because anybody called to

account would simply point out Garna’s ewn involvernent.

Gama denies that he had sufficient information on 5 December 2007 to alert
him that he needed to make further enguiry before authorising the
confinement and that his failure to do so was gross negligence on his pan.
He stated that he trusted that there had been an open tender process
followed to the letter involving adjudication committees and a tender board
and that he had no reason to suspect anything untoward. Gama denied that
he new GNS was being favoured in the appointment by virtue of the

confinement process having replaced the earlier open tender process.

Gama was not able to offer any reason for why Beatty would have wanted
to mistead him into signing a confinement for GNS. All he could suggest in
this regard was that he did not suspect that Beattie would have willingly
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done so, and that perhaps Beattie was merely repeating what he had b een

told by others.

Discussion and conclusions on the GNS contract charge

174 Gama admitted signing the GNS confinement document. It is common
cause that the document which Gama signed was in fact the approval of a
confinement contract and was not the product of an open tender process.
Gama’s version is that when he signed the GNS confinement document he
believed at the time it was an open tender and only later, upon being shown
thfa documents, did he come to understand that the process was in fact one

of confinement,

175 Clearly Gama ought to have known that what he was signing was a
confinement. The document which he signed was headed “GNS
confinrement®™ and clearly reflects in no less than 15 places over 7 pages

that it is a contract on confinement. Even as the busy CEO of a large

organisation Gama was negligent if he failed to observe that what was
presented to him was a document for the approvali of a contract on
confinement. Gama says that he placed reliance on Beattie as a trusted

General Manager who informed him at the time that there had been an

open tender process. [n the circumstances where the document which he

was being shown reflected something quite different, namely a confinement

process this information from Beattie should have raised warning bells.

176 The crucial issue in dispute under this charge.is whether Gama knew at the
time he signed that what he was signing was the approval of a confinement
or whether he believed at that time that he was signing the approval of a

contract pursuant to an open tender process.

206 ? .y
Bundie 81 page 114 V)
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177 1 Gama signed knowingly and aware that it was a confinement to (GNS
beyond- his delegated authority then his actions were wilful rather than
merely negligent. The investigator Madhav did not contend even at the
disciplinary hearing that Gama was knowingly not telling the truth. it was
nevertheless argued for Transnet that a finding should be made on the
probabilities that Gama’s actions in relation to signing the GNS confinement
document were wilful. In this regard Transnet led extensive evide nce
regarding the circumstances leading up to the signing of this document and
also led evidence about the circumstances during the implementation of the
GNS contract and about the circumstances of Gama’s aileged failure io
take sufficient steps to investigate the irregularities around the GNS
contract. Gama denied knowledge of the circumstances relating to
irregularities preceding his signing of the confinement document on 5

December 2007.

Summary of background facts and circumstances which existed prior to

Gama’s signing of the GNS confinement

178 The investigation found no links between Gama and GNS according to
Madhav.?”” The only link is.the fact that General Nyanda, whilst not a close
personal.friend, was more than a casual acquaintance -of Gama's. This is

discussed rmore fully below. -

179 The evidence established that in the normal course Gama would have
played no part in and had nothing to do with an open tender process which
would be adjudicated on by a cross functional evaluation team and
thereafter by the relevant tender board which would decide whsther the
tender should be accepted or not and would then refer the matter for the
conclusion of the contract by an executive official. There was also no direct

evidence to link Gama with the previous steps taken in securing and

%7 Madhav page 146
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motivating GNS as the preferrad service provider on confinement. Garna's
first involvement with this process of which there is direct evidence was of
the one on one meeting on 5 December 2007 in his office when Beattie
asked him to sign the GNS confinement document. Only Gama gave

evidence of the circumstances of that meeting.

Some years earlier when Gama signed approval for the appointment of CPi
as security services provider he wrote a note that the contract should be
entered into for 6 months and then be reassessed. This indicates that he
considered that security contract with some care and formed a view that the
services provided by CPI should be tested. This approach iHustrates that he
took care and himself considered, independently of the advice of his more
junior staff, whether in the interests of Transnet the CPFi confinement
contract shouid be approved. This careful and considered éhproach by
Gama is to be compared with his own version that he took no similar care
when he signed the GNS confinement document which was similarly for a
security service contract. He said that the rsason that he failed to take such
care was because he did not read the GNS confinement document in the
quiet of his own time while going through his in tray in the normal course.
instead he signed the docurnent without giving it proper considered and
independent consideration because he was asked to sign the document in
circumstances where Beattie his General Manager approached him asked
him to do so saying it was urgent and that an open tender process had
been followed. It was not suggested that Gama fabricated the entire
incident and that he did not mest Beattie at all or that he did so under wholly

different circumstances 1o those about which he testified.

Beattie has since emigrated to Australia and was not available to give
evidence. He told investigators that he could not assist as he could not
recall the events in question. There was act:ordi-ngiy no withess who could

directly contradict Gama’s version of the everits dufing their meeting.
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182 The evidence which tends to contradict Gama's version is therefore =l in

183

the nature of indirect evidence from which inferences must be drawn.
There is nevertheless much to be said for Transnet's contention that when
Gama signed his approval of the GNS contract it was probably in the
knowledge that it was a confinement contract with GN& - a company
controlled and owned by a high profile acquaintance of his, hamely General
Nyanda. Although as stated there is no direct evidence of Gama's
Knowfedge in this regard — which would establish the necessary intent on
his part to make this conduct wilful rather than negligent, the surrcundling
circumstances which prevailed undoubtedly lead to a high level of suspicion
that Gama in fact concluded the GNS contract with full knowledge that it
was a confinement and that it was a contract with GNS. Clearly something
was amiss in the TFR security department in refation to the securing of
GNS as the service provider for the comprehensive security package
required by Transnet. The onus of showing that Gama wilfully approved a

confinement process in favour of GNS lies on Transnet on a balance of

probabilities.

The irregularities and untoward aspects associated with the procurement of
the services of GNS and which tend to show that Gama had knowledge of

the confinement to GNS may be summarised as follows.

183.1 No open tender process was followed as required under the DPP
policy, and as Gama himself had previously specifically required in

relation to security services.

183.2 This was not a simple case of a failure to follow the open tender
‘ process. In fact an open tender process commenced and reached

an advanced stage with four bidders being shortlisted. The tender
process was initially put on hold and thereafter cancelled entirely.

The cancellation was effected on the basis of an “instruction” from

group fevel, but the person who was responsible for issuing that
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183.3

183.4

183.5

88

instruction denied ever having given the inst’rur_;_t_ion_, There was
moreover noc good reascn to halt the open tender process me rely
because one of the four bidders had become ineligible to contirwe
bidding. The other three bidders remained unaffected by G48
having to withdraw from the process, The cessation of the open
tender process is therefore not salisfactorily explained and remains

highty suspicious.

Strictly; there was no urgency at the time in relation to securing the
relevant services because the work was being undertaken by CPi.
Aithough the end of the contract period with CP] had been reached
CP! was evidently performing the work competently and the
security contract with CPI was being exiended on a monthly basis.
Accordingly there was nc crisis with there being a security void
which needed to be filled. On the contrary — in the area of specific
concern - namely cable theft, the statistics of incidents over the
relevant period in 2007 showed a steady decline. Nevertheless the
contract with CPl was terminated. {There was, correctly, fio
suggestion that the urgency to which Beattie referred constituted
urgency for the purposes of the policy provision which permitted a
deviation from the tender process by reason of urgency.)

Even before the open iender process was siopped and the
participating bidders notified thereof, TFR staff had approached
GNS to seek its proposal for the required securlty services. The
evidence shows that there probably was assistance to GNS from

inside TFR.in the preparation of its propoesal.

A misleading motivation document was produced by Senamela
and Nayager of the TFR security department in which GNS was
promoted as the sole suitable provider of the services. At the time

GNS was not so much as registered with PSIRA.
7~
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183.6

183.7

183.8

The fact that there was probably collusion between senior mans

within TFR security department and GNS. Such collusion \

shawn at least, as mentipned above, to the extent that GNS was
assisted in putting together its proposal to provide the secCurity
services and that this was done at a stage when the open tender
process was still in place and had not yet been stopped. Secondly
the motivation for the confinement of the contract to GNS is, on a
proper examination thereof, a set up job designed to ensure that
only GNS and neither of the other two so-called competing
companies would be viewed as acceptable and abie to perform the
required work. This too suggested a collusive relationship with GNS.

No proper invasﬁgatio‘n or due diligence process was conducted
into the ability of GNS-to perform the required security work or as
to its proven track record. In fact GNS employed no staff at all and
contracted out all the wark which was in breach of the contract with

Transnet.

The proposal to engage GNS on confinement had proceeded
through the recommendation process to HOAC which was the
relevant tender board. HOAC had recommended the appointment
of GNS on confinement subject to the approval of the CEQ. This
recommendation was irregular in that the tender board should
have realised that the value of the proposed coniract exceeded its
tevel of delegated authority, as it also Gama's level of delegated
authority, and the tender board should therefore have referred any

recommendation to a level higher than Gama as the CEQ.

183.9 The improbability of Gama not knowing and bothering to discover to

whom the security contract was going, particularly as even on his
own version he looked at least cursorily at the GNS confinement

document presented to him for signature.
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183.10 The fact that had the appointment process adopted been an open
tender process there would have been no need for Gama to sign of
the GNS confinement at all. it was however possible that as g
matter of courtesy it would have been given to the CEO to sign.

183.11 On his own version at the enguiry Gama felt that he had been
misled by misrepresentations made to him by his sub-ordinates as
fo the tender process which had been folliowed when he was asked
to sign the GNS confinement. He knew that irreguiarities must have
occurred, yet despite this knowledge he made the extraordinary
statement in his wiitten response on 20 July 2009 that he would
follow up and investigate if Welis suspected any “manipulation” by
any party. This is entirely inconsistent with Gama’s own position as
evinced at the disciplinary heaiing that fie knew there must have
been procurement irregularities and that he personally felt misled by
the representations which had been made'to him at the time of his
signing. Gama'’s failure to investigate his subordinates promptly in
these circumstances was ﬁot satisfactorily explained and suggests
the inference that he failed to immediately conduct an investigation
into the conduct of his subordinates for his own reasons, possibly
because he knew all along since 5 December 2007 of the situation

that GNS had irregularly secured the contract on confinement,

184 On the other hand in evaluating the probabilities of whether Gama had
knowledge of what he was signing and intended to confine the contract to
GNS there are also a number of factors which tend to show that Gama did

not have such knowledge. These are the following:

184.1 Gama as the CEO of the largest division of a very large corporation
— while he is ultimately responsible for the whole of TFR — is not
directly responsible for the day-to-day operations of the TFR
security department or the procurement department. There is no
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184.2

184.3

184.4

184.5

direct evidence that Gama personally had any invoi,
process preceding his signing of the GNS confinement do

There is no direct evidence that Gama was in cahoots with the
security managers who were apparently improperly engaged

assisting GNS to secure a contract on confinament.

There is no evidence that Gama issued or influenced the instruction
to stop the open tender process. Indeed that instruction is recorded
in the decuments as having emanated from Group level (although

~the person who is alleged to have issued the instruction denied

having done so).

Gama had historically himself consistentiy expressed the attitude
that security contracts should go out on open tender. This attitude
was of course contradicted by the fact that Gama had himseif
signed and approved the original CPI contract on the basis of a
confinement, because that company was said to be the only
company capable of providing the required services. (No improptiety
was suggested in regard to the approval of the CPI contract, but this

illustrates that a security company was in fact previously appointed

by Gama himself on confinement rather than on open tender.)

Gama had expressly issued an instruction in early. March 2007 that
an open tender process be conducted and concluded by no later
than 1 July 2007. (In this regard it is strange and somewhat
improbable that despite frequent discussions with his senior
managers, probably on an almost weekly basis, at management
meetings regarding what was an acknowledged high priority
problem, namely cable theft, and despite Gama’s instruction to
conduct an open tender process, he nevertheless maintained that
he had never kept track of or discussed the progress of that open
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184.6

184.7.

184.8

184.%
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tender process which was designed to secure a competent and
comprehensive security service to deal with the cable theft prebf em,.
In this regard there is again no direct evidence to contradict Gamma’s
say-so that as a high fevel executive he was unaware of the details
of the situation in regard to the progress of the tender process whiich

he had instructed should occur.)

There is the fact that Gama would have known it could readily be
shown having regard to the paper trail of procurement procedu ras
that what he was approving was indeed a confinement, and the
inherent improbabifity of his taking that risk.

There is no evidence of Gama in anyway having benefited
personally from the award of the contract to GNS. (I would obsérve
however that by its very nature such evidence may be very difficult

for Transnet to obtain even if it indsed existed.)

The fact that there had been an open tender process and that Gama
could well have seen in Beattie’s possession the front cover of the
document which it was common cause was sent out calling for opsn
tenders. Gama could in conssquence have understood or wrongly
assumed that an open tender process had been properly and

procedurally conducted to finality.

The fact that the tender board is required in terms of the DPP policy
to refer any proposed contract to the persan in the hierarchy with the
appropriate defegated powers for the value of the transaction and
the tender board in fact referrad the proposed GNS confinement
contract to Gama as the CEO even though the contract value meant
the contract was outside of his delegated authority.  The tender
board (HOAC) had no authority to approve a confinement for R18
million. Mr Toblas was questioned as to why the tender board, of
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which he was chairman, had approved the GNS contract in that
sum. His answer fo the effect that it only “supported” and dicd not
finally “approve” the confinement which always remained subje-ct to
final approval by the CEQ was unsatisfactory in that he tender b oard
supported a contract which it knew the CEO could not approve.
HOAC's delegated authority to approve expenditure was the same
as the CEO's, namely R 10 miltion. Insofar as HOAC had approved
the GNS contract this therefore virually amounted to a
representation to Gama and certainly suggested to him that ihe
value of the GNS contract was under R 10 million, because if the
value of the transaction was for an amount greater than R 10 million
HOAC ought to have referred the matter to an authority higher than
Gama whom it knew had the authority to approve contracts for more
than R10 million. In my view Gama is probably entitied to contend
that this misled him as to the value of the GNS contract. On the
other hand Gama was required to exercise an independent
judgment in considering whether to approve the GNS confinement
document — which, had he examinad it properly, would have
reveaied to him that the transaction was for an amount in excess of

his delegated authority of R 10 million.

184.10 As to the fact that HOAC referred the GNS tender proposal to Gama
when it should have referred the matter to the next higher level of
authority, four possible options arise. (i) HOAC believed that it was a
confinement for less than R10 million and that they were therefors
within their rights to refer it to Gama as CEQ; (i) HOAC was in
cahoots with Messrs. Khanye and Senamela who put up the GNS
motivation document; (iil) HOAC was in cahoots not only with
Khanye and Senamela. but also it with Gama himself when they
referred the GNS motivation document io Gama; (iv) HOAC was
derelict in its duty by referring it to Gama when it was outside of his
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jurisdiction. As to opticn {i) properly considered thers is really no
basis in the GNS confinement document itself for under R10 million.
Options (i} and {iii) seem inherently improbable given the lesrge
number of people who would have needed to be part of some form
of conspiracy. That leaves option (v}, namely that HOAC was
simply negiigent in its duties, as the most likely scenario.

185 The immediate circumstances under which Gama was asked on 5
December 2007 to sign the document by Beattie are also relevant to
Gama’s state of mind at the time and whether he signed the docurment in
the knowledge that it was a confinement. Gama was presented with the
GNS confinement document by his General Manager Beattie who asked
him 1o sign it. Gama contends that he is entitled to trust and rely on his
senior managers and that Beattie was such a trusted manager whom he
had no reason to doubt. This was supported to some extent by Wells who
accepted the general proposition that Gama was entitled to rely on his
subordinate empioyees in his department where he was not personally
involved in something which had happened.”®  Also relevant is the fact that
Gama knew at the time that Beattig's departure from Transnet was
imminent. In fact Beattie's termination agreerment was signed later the same

day and his last working day was a few days later.

186 it is apparent that Gama faited to read and properly consider the documents
placed before him by Beattie. In the interview Gama delineated his role as
limited to asking his Genera| Manager whether funds were available and
whether the correct procurement process had been followed. At the
hearing his evidence in this regard was to much the same effect, namely
that he asked Beattie about the process and whether this was budgeted for
and then simply signed the final page of the GNS confinement document
without first reading the contents thereof. Gama’s explanation for his failure

M \Nells, page 137
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to properly read the document was that he trusted Beattie’s explanation.
This may of course he a false explanation in that Gama may well have
known at the time that what he was approving was a service contract on
confinement, that the value of the contract exceeded his delegated auth ority
and that the contract was being awarded to GNS a company owned and
controlied by a person with whom he was personally associated General
Nyanda. These are al! facts which a careful and non-negligent CEQ should
have known and could have ensured that he was aware of by the simple
precaution of reading the documents placed before him for signature and
properly ventilating with Beattie and with regard to the other supporting
documents why it was that the documentation clearly refiected the process

as one of confinement and not as an apen tender.

Gama’s explanation about what occurred on 5 December 2007 in ihe
meeting with Beattie may be a false explanation. In this regard it is relevant
to consider that Gama was not open about his relationship with General
Nyanda. He initially down played and denied the fact that he was more than
merely an acquaintance of General Nyanda. Gama put up a false
contention during the hearing that he knew General Nyanda only as any
other member of the public would. He later admitted, after the cellphone
records had been produced, that he was more than an acquaintance of
Nyanda — though he would not describe him as a friend. | describe this
relationship as mere than an acquaintance in that their relationship was
such that they had played golf together, they clearly had each others
cellphone numbers and Nyanda called Gama to express his condolences
when a member of Gama’'s family died and to commiserate when Gama
was suspended. Those are acts which one would not expect of a mere
acquaintance and are to my mind the acts of a person one would probably
describe as a friend, though not necessarily a close friend. Gama explained
that the reason why he gave his lawyers a misieading version was because
he wanted to gainsay the inference which he felt was being drawn, namely
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that he was a close friend of Nyanda’s, even though that was not what the
witnesses had in fact said. My impression is that Gama was evasive in this
area of his testimony. Whiie he explained why he had wanted to misiead the
enquiry, the fact is he was prepared to do so and could well have similarly
been prepared to present incorrect facts on other aspects of the engLairy,
particularly as Beattie was not available to testify in order to gamsay
anything Gama said about the events of their meeting on 5 December 2007.

Gama’s version as to what was discussed at the December breakfast
meeting was in my view inconsistent with his eallier version therast during
his interview. He testified at the hearing that at the breakfast meeting with
Oaies the issue of the GNS contract was not discussed. According to him
the only mention of GNS was when he was asked whether he was aware
that a company called GNS was being used, to which he answered that he
had become aware of that because of reports from his managers Fernhead
and Senamela that GNS and had assisted in securing a ot of prosecutions
regarding cable theft.** This was then foliowsd up af the breakfast meeting
with a-question as to whether he knew that Genaral Nyanda owned GNS, to
which he replied that he did know this. The tfranscript of the interview, as
confirmed by Madhav shows that duting the interview Gama gave a
different version. During the interview when the topic of discussion was
Gama’s understanding of security contracts at the end of 2007 and in
particular whether the contract was one of confinement with GNS, he said
that at the mesting with Naicker?'® (which was the breakfast meeting) “We
discussed this thing..... and as far as | am aware and as far as | am
concerned, there was never any confinement on this particular matter, even
if somebody may have, for some reason, then returned it in a manner and

%% Gama, pages 24-25
¥ That transcript refers incorrectly to

“Michael”, that there was no dispute abodt the fact that this

was the meeting at which Gama was brlefad by Qates and Naicker,
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the way that it then looked like it was a confinement. " There is litfle d oubt
in the context that Gama was there referring specifically to the GNS
contract as having been discussed at a breakfast meeting. Moreover,
Gama’s explanation at the disciplinary enquiry that this was a chservation
referring in general terms to the issue of personnel wrongly completing
standard forms, is quite simply not a satisfactory answer as the passage of
the transcript in question is not capable of that interpretation, as Gama

himself then conceded when the next passage in the transcript was brouight

to his attention.”*?

189 Gama’s reference during the interview to the contact value only being R4.9
million (when it was in fact over R 18 milion} may have been a genuine
misreading of the GNS confinement document which he quickly looked at
during the interview, or it may have been an attempt to mislead the
investigators as to what he had signed or an attempt by Gama to convince
the investigators that he believed at the time was that he was signing
approval for an amount within his level of delegated authority. The same
situation prevails in relation to Gama’s further reference in the interview to
the five month review period being the basis of the valuation of the GNS

contract at R7.5 miliion.

190 While Gama was clear that Beattie did not show him all the documents,
page for page (there being three quarters of lever arch file of documents in
Beattie’s possession) he did testify that Beattie showed him “the refevant
documentation”. In particular he accepted that Beattie showed him the
document on which the names of three companies appeared.?'® Later in
the interview he repeated that Beattie “would have shown the names of

companies™'* and that “He showed me three companies in this document

“'" Bundie D1, page 78; Gama page 24-28
2tz
SGama, page 28
213 e3ama, pages 33-35 and 40
** Bundle D1, page 84;Gama, page 46
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to say: These are the companies that we have interviewed.”® Gams
confirmed in his testimony at the disciplinary enquiry that he was shown the
names of the companies. He alse contirmed that he paid attention w hen
Beattie said to him “Here is the one company that we are choosing.”*' % |n
the light of this testimony of Gama it is hard to accept, though it is possibis,
that if he was shown the names of three companies he remained unaware
that the contract he was approving was an agreement with GNS which was

one of those three companies.

In assessing Gama's credibility it must be sald thst hﬁ;;wag\qrpss;e__xamined
extensively about events that occurred 'some time ago and some of which
were not necessarily within his personal area of operatian - within Transnet,
He cannot in fairhess be described as a generally poor or unrelrable withess
but there were, as set out above certainly wsatis actory agpssts of his
evidence apart from his lack of candour about Nyanda for which he

apologised. .

Madhav's testimony was in my view fairly balanced and credible. As the
investigator he- could well ba templed to defend the results of his
investigation and to guild the lily In his evidence in order to. do. s0. It js
however so that in one instance Madhav conceded under cross
examination that he had been mistaken. Madhav was challenged over his
testimony about the citcumstances of and timing when which Beattie left
Transnet. Madhav accepted that he left in the air his evidence about the
timing of Beattie’s leaving Transnet. In this regard Madhav's evidence wags
rather unsatisfactory in that he seemed io leave the impression that the fact
that Beattie was leaving very much at the time when he asked Gama to sign
the GNS confinement document was somehow suspicious, particulariy as

Beattie was paid a 15 months severance payment having only worked for

- Bundle D1, page 85;Gama, page 47
" Bundie D1, page 85;Gama, page 47-8
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Transnet for a period of 13 months. Madhav had not however examsinad
Beattie’s contract of employment, did not know whether he was on a Fixed
term contract or what the precise terms of his severance agreement weye. |
am not persuaded that Madhav intentionally gave misleading evidence on
this aspect. He simply answered the questions  which were put o him.
Madhav generally made concessions where he should have — for exarple
that the responsss by Tobias of HOAC and by Senamela and Khanyes {o
queries put to them by the investigators were not satisfactory. There is no

reason to doubt Madhav's veracity.

193 There Is similarly no reason why the evidence of Qates, Naicker and W ells

should be called into question.

194 On Gama's own version he did nothing by way of reference to the GNS
confinement document (or any other document) to satisty himself, as
opposed to relying merely on Beattie, as tc the content of the document
which he was signing. He accepted that he was aware of the stipulation in
the DPF policy that he was required to satisfy himself whenever he signed
in terms of the delegated authority. He said that he was satisfied by virtue
of the answers which Beattie gave to his questions which were around
process. Gama accepted that he and Beattie never discussed the fact that
the previous signatories had all approved the GNS proposal on condition
that the CEQC also approved it. It is noteworthy that the only questions
which he asked Beattie related to the process which had been undertaken
and whether the cost was budgeted for. As mentioned he said he never
looked carefully at the documentation®’’ though he accepted that he
“‘perused” the documents®™™® which Beattie was showing him while he was
simultaneously talking to Beattie. He failed to ask Beattie who the other
contracting party was and signed the document without ever knowing this

27 Gama, page 126
¥ ¢3ama, page 69 h
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important fact. He failed to determine in any detai! what the cost of the
contract was, and he failed to read the document which was in terms wkich
made it abundantiy ciear that he was in fact dealing with the confinemeent.
Gama didn't know for what period the contract was. He was content to
accept Beatlie's indication that there would be a trial period. In fact, had this
been a tender process, Gama's signature would not have been required at
all. This facl together with the fact that his signaiure was being sought
shouid have alerted him to conduct a closer investigation. In addition,
Gama's evidence it seems to me does disclose that he read other
documents at least in part, inciuding one which informed him that there had
been three companies considerad in the tender pbrocess. That information
does not appear from the final page of the GNS confinement document.
Gama's evidence under cross-examination that this was the onfy document
which he read thersfore contradicts his earlisr evidence frem which it is
clear that he read the cover page of the document which called for open
tenders. It also contradicts his version during the interview from which jt
appears that he also read - even i fleetingly- that part of the GNS
motivation document which contained the ist of the three companies

considered for the confinerment tender.

It was contended for Transnet that it was improbable that Gama as the CEQ
had simply signed a decument which consisted of a page of signatures after
a five to ten minute discussion in circumstances where he knew that there
were problems with procurement procedures in TER. There is considerable
force in of this submission. Gama Was the last person in the chain of
authority- that approved the coniract. Placing refiance on the fact that the
proper process had been followed without ensuring and salisfying himsslf
that this was so and then simply signihg a page of signatures which was
presénted to him does seem somewhat “inexplicable and therefore
improbable. Gama’s explanation to the effect that both he and Beatiie were
ina hurry; that he relied on the fact that the tender board had looked at the
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issues and signed its recommendation; the fact that Beattie his trusted
General Manager had signed the document; and the fact that he posed
process questions to Beattie who answered to his satisfaction is rot a
satisfactory explanation for his failure to properly execute his duties as
CEO. In his cwn words his signature was “an oversight” and he “probably
fust absentmindedly signed it”.*'® On his own version he didn’t even satisfy
himself that what he was signing was in fact of the GNS confinernent
document which preceded the page of signatures which he did ook at.
Gama conceded that with hindsight he failed to periorm his duties as he
ought to have done.” He later agreed that even the one final page which
he was handed and read he “glossed over' as he had discussed in detail

with Beattie the process that had been followed. %!

196 As has been recorded above Gama conceded that had he read the GNS
confinement document he would have concluded that what he was sigring
was a confinement for a period of one year with the contract value of some
R18 million.? He accepted that had he read the document he would also
have seen that there was in fact no open tender process because the
process which had occurred had been stopped. He would also have seen
that one of the beneficiaries of the contract was General Nvanda and,
knowing that he was (at its iowest) a personal acquaintance of Nyanda he
would have known that there was a potential for this to adversely affect

TFR. All this shows clear and serious negligence on Gama's part,

187 For Transnet it was contended, correctly in my view, that Gama's exposition
of his role in the procurement process - namely 10 enquire of his Gensral
Manager whether there were sufficient funds and whether the process had
been followed - was wholly inadequate. As the senior executive authorising

7% Gama, pages 133 and 130
0 Gama, page 134

! (3ama, page 43 y
2 Gama, page 148-149 {f
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the transaction he does not constitute a check-point In any sense in the
procurement process if he relies entirely on the say-so of others. He is
required at least to check the documents which he is approving in ordesr to
satisfy himself that the procurement process and transaction that he is
being asked to authorise are what they purport to be, are correct, that the
contract is cost-effective, and that the correct procurement process has
been followed before he authorises the transaction. 1t is no answer to say,
as Gama does, that the questions which he asked of Beattie concerning the
process followed were sufficient, when clearly they were not. The document
which he was signing refiected something different and on his oWrn version
he was being misled. Gama said that he trusted all his General Managers to
do the right thing, but in this instance that trust was misplaced. In short, it
was his duty to check more carefully what he was signing and his failure to
do so was negligent. indeed, Gama himself agreed this was an oversight on
his part and it was not sufficient where the requirement was that he satisfy
himself as one of the various check points in the procurement process, for
him merely to check whether one of the earlier stages in the procurement

hierarchy was satisfied and therefore himself adopt the same position, %

Gama admitted under cross-examination that he had an opportunity during
his interview to peruse the GNS confine document. He also said that he did
not have the opportunity to study the document and that they were merely

glossing over it. Nevertheless, he accepted that he had the opportunity of

looking at the document.®** It is clear from the transcript and Madhav's

avidence that on several occasions during the interview Gama referred to
facts contained in the GNS confinement document, and indeed | understood
Gama to concede this at one stage under cross-examination, although
eisewhere he seemed not to accept this. | find it improbable that a man of
his seniority, confidence ability could not, had he wanted to, simply have

.

% (Gama, pages 64-65

224 v
Page 69 {’/w
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insisted on having the opportunity to read the GNS confinement docu ment
during the interview. In my view he was probably free to examine th e full
text of the GNS confinement document during the interview and the ful] text

of the GNS motivation document had he asked to do so.

199 Transnet's case is further that Gama's failure to complain about the fact that

200

he had been misled coupled with his failure to take action to investigate and
hold responsibie the persons who misled him is significant, and a pointer o
his true state of mind. To my mind the evidence does establish that there
was failure on Gama's part to point out that he had been the victim of a
misrepresentation. It is clear however that by that stage Gama’s attitude
was that he was being singled out and that in his view Transnet had failed
io provide him with documentation and failed to alert him that he was the
subject of an investigation, which he contended was the normal procedure.
It is clear that his suspicions in this regard had been heightened by his
having been informed by Mr Dube about the discussion aimed at preventing
him becoming the group CEO. As he put it, his “anfenna was up”. Whilst
Dube’s evidence was not credible it cannot | think be said that he did not
ever approach Gama and convey to him what he said he overheard about
ensuring that Gama should be prevented from becoming the group CEQ.
The fact. remains however that Gama did not respond, as one would
normally anticipate he should have, by saying that he was himself a victim
of a serious misrepresentation. He also did not vigorously pursue
investigating who may have been responsible for the irregularities within the
security and procurement departments. His explanation for why he was
tardy in that respect and that he did not want to be seen to be interfering
with an investigation which was looking into his own conduct is only partially

convincing.
Gama accepted, as appears in the interview transcript, that Madhav told him

that the acceptance tetter which was sent out confirmed a contract for a
period of one year valued at R18 million or R1.5 million per month. On
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Gama’s version what he authorised was a five-month trial period contyact,
yet he did not raise the fact that the conclusion of a 12 month congract
pursuant to what he had authorised was in any way irregular. The fact that
Gama never raised this irreguiarity was never properly answered by Gama
and tends to show that his version of what he authorised should not be
accepted because his reaction when he teamed of the 12 month contract is
not consistent with what he contends was his understanding of what he

authorised.

201 The company bears the onus fo establish that Gama signed with knowledge
that he was signing the approval of a confinement. The company has
shown that the document Gama signed was a confinement beyond his
delegated authority. It has further shown that objectively on the probabilities
there were serious irregularities in the TFR security department and
irregularities in the procurement process and in the conduct of the tender
board. However the evidence of Gama's knowledge of those irregularities
and the circumstances surrounding the securing of GNS as the service
provider is entirely circumstantial and all based on indirect evidence from
which one is asked to.infer that Gama had knowledge which he denies. As
the trier of fact | am required to have regard to the wider probabilities and
the credibility of the witnesses must be weighed in relation to these. The
principles for dealing with circumstantial evidence were enunciated in the
well known criminal law case of Flex v Blor™®* and have been modified by
our courts to be applicabie where the civil standard of proof of a balance of
probabilities applies such as in this disciplinary enquiry. The test is twofoid.
(a) The inference sought to be drawn muslt be consistent with all the proved
facts. H it is not, the inference cannot be drawn. (b) The proved facts
should be such as to render the inference sought to be drawn more

probable than any other reasonable inference. If the proven facts allow for

% 4939 AD 188 at 202-3 ,K k;’)
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another more or equally probable inference, the inference sought £o be
drawn cannet prevail **® Thus where one conclusion is more natural and
probable on the evidence, then that is the version which the trier of fact
should accept on the probabilities. Circumsiantial evidence which meats

this standard may be accepted and can be as weighty and compelfing as

direct evidence.

202 Is the inference that Gama signed knowing that he was approvinig a
confinement consistent with ail the proven facts? The answer to this
depends on whether it has been proven on the probabilities that Gama saw
enough of the documents which he so fleetingly perused. In paricular has it
been shown on the probabilities that Gama knew at the time that a terder
process had not been followed. That I think has not been shown. He krew
he had previously given an instruction that an open tender process should
be followed. He ohserved the cover sheet of an open tender process
document in Beattie’s possession. That gees a considerable way to
reasonabiy persuading somecone in Gama's position that an open tender
process was probably followed. To add to that there is the fact that Beattie
confirmed that an open tender process had occurred. | do not think that on
the probabilities it has been shown that Gama knew there was no open
tendar process. Probably he thought there had been such a process and
that is a reasonably probable inference, Though he was in fact mistaken |

am not persuaded that in such circumstances the most probable inference

is that-he knew that he was signing a confinement. The inference sought

to be drawn by Transnet as'to Gama’s knowledge has simply not in my view
been shown to be the most probable infersnce. Gama denies that he
actually had knowledge of he content of the document he was signing as
constituting a confinement. Given the absence of Gama's involvement in
the prior tender processes | am not persuaded that the suspicions which

** Macleod v Rens 1997 (3) SA 1039 ECD at 1049 A-C; H. Mohammed and Associates v
Buyeye 2005 (3) SA 122 GPD at 129 C-E. _
w7
And
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arise as to his knowledge and from the inconsistencies in his version of
events and the seeming failure on his part to later complain about being
misied and his failure to vigorously investigate the irregularities show th at it
is more probable than not that Gama knew what he was signing. The
version that he did not know is at least equally probable and ultimat.ely,
despite their being serious suspicions and factors which show the contrary,
in weighting up the probabilities the recuired infererce of actual knowledge
of a confinement cannot be drawn. | find that | am unable to conclude that
is more probable than not that Gama signed knowing that he was approving
a confinement and that Transnet has therefore failed to show that Gama

acted wilfuily rather than merely negligently.

Conclusion on charge 1

208 In conclusion therefore | find that on charge 1 Gama is guilty of misconduct

in that;

203.1 - He ﬂag@@ﬁﬁ%f?“au’ehﬁrls}ed the conclusion of .a contract for the
provusson of secunty sefvices by GNS on confinement and fa;!ed to

carry out hrs duties as CEQ in the manner expected of th and

203.2 He negligently. failed to take appropriate steps to investigate the
irreguiaritieis associated with the haiting of the open tender process
and the replacement thereof with the GNS confinement t&nder
process and the presentation to him of a document for approval
which was the product of a confinement process but which was
presented to him on the basis that it was an open tender process.

Having reached the conclusion which | have under this charge, it is
unnecessary to consider whether Gama's conduct under this charge also

constitutes poor performance as is alleged in the alternative,



Charge 2: GAMA'S ALLEGED FAILURE TO COMPLY WITH THE BOARD

107

STIPULATED CONDITION FOR THE 50 LIKE NEW CONTRACT

Background to the charge

204 Gama painted a picture of TRE being a business which faced serjous

205

206

difficulties, was losing markst share and in 2005 made a loss of some R21
million which, by the end of the financial year 2009 had been turned arcund
to an operating profit of over R5 billion. However, the average age of the
locomotives in the fleet was 32 years as compared with an average of 12
years for locomotives in comparable railways around the world. To fix these
problems it was necessary to assemble a competent team of general
managers and managers and a number of managers were et go and

replaced.

Efectro Motive Division (*EMD”) was previousf_y Genera_! Motors Locomotive
Division and is a corporation which has beeh involved in diesel locomotive
manUfactpre‘ for maore _than a century. lis major competitor is General
Electf%c_.__ﬁqih of these corporations are very large diesel locomotive
manufaétu_res in North America. and are represented in South Africa.
Stbambene Trade Services (referred to' as either “Sibambene” or “STS")
was the local agent for EMD, principai?y 1o sell spare parts to the
maintenance market including TRE which maintains locomotives on behalf

of TFR.

In 2006 a joint venture comprising of EMD and STS presented an

unsolicited bid, not as part of a tender process, to TRE which was a

proposed solution to the problem of the ageing locomotive fleet suffering
frequent breakdowns. TFR needed in excess of 1500 locomotives over the
next 10 years, but the EMD/STS proposal was a stop-gap solution to
provide 50 like new locomotives. The “fike new” aspect of the proposed

project was that many of the components were not in fact new bt wera
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refurbished. The proposal was that EMD would supply cormponents to
South Africa and that a local manufacturer, TRE would assemble th ese
components in order to create the like new locomotives. The trac tion
motors as well as the engines to be supplied were between 5 1o 8 years old
but would be refurbished and reconditioned and work “like new” and would
enable TFR to use new digital equipment in combination with these
locomotives. Thus the end product would be a combination of new and iike
new components. The advantage from TFR's point of view was that the
cost of the like new locomotives would be in the order of R10 million less
per unit. This unsolicited bid was brought to TFR at the time when it was
preparing a major plan for presentation to the Board for replacement rolling

stock.

Evidence was led of a memorandum from the Transnet Group Financial
Planning which was presented to the Transnet Capital Investment
Committee on 17 October 2006 regarding the possible acquisition of 50
diesel locomotives from EMD. The purpose of that document was to obtain
approval to confine the tender process for the acquisition of the 50
locomotives to EMD/STS.** The memorandum also sought authorisation
for the Group CEO to conclude sign and execute the commercial contracts
for the manufacture and supply of these 50 locomotives. Gama testified that
this document was presented and discussed at the Capital Investment

Committee meeting.??®

A document containing the business case was prepared by the Capital
Investment department in support of the 50 like new locomotives from EMD
at the end of which a number of signatures appear.??® Persons who signed
in support of the proposal were Mr. Frederick Polgieter the General

Manager Transwerk (TRE) Operations, Mr. Percival Mosweu General

*7 Bundle C, page 2; Gama page 21
%8 Page 22
“9 Bundie C, page 40
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Manager (Capital Programme) and Mr. Nick Thomson the Chief Financial
Officer for TFR. Gama also signed his support for the proposal.?® The
document was similarly signed by Mr. Louis Van Niekerk the Chief
Operating Officer for Transnet who noted against his signature that
“Transwerk should be involved'*'  Gama said that his understanding of

this was that TRE would be involved in performing some of the work.

209 Mr. Wells, then Chief Financial Officer Transnet, also signed the document.
He noted against his signature “/t was agreed that STS would not be
involved. Any engineering or assembly to be done by Transwerk’. Finally,
on 29 October 2006 Maria Ramos the Group Chief Executive of Transnet
signed the document and noted “/ had exactly the same understanding as

Chris (W ells) so this is approved on the basis set out above”.

210 There was a discussion at the Capital Investment Committee meeting of 17
October 2006 concerning the fact that Transnet did not need STS to
participate. This was because STS was no more than a parts supplier and
were in fact an agent and accordingly there was no need for them to be

involved in the programme to construct the 50 locomotives.

The Policy Framework

211 The policy framework against which the 50 like new contract was concluded
is as follows. The Procurement Policy (*DPP policy”) read together with the
Delegation of Authority Framework are important policies which establish
the boundaries and powers and guidelines within which business decisions
are made. Transnel's procurement objectives are set out in the DEP policy.
It is the palicy of Transnet when purchasing or sefling goods and obtaining
services, to follow a course of optimum value and efficiency by adopting
best purchasing practices in supply management; and ansuring where

= Bundle C, page 41 s
! Bundle C, page 42 v ’i'x?'
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possible that open and fair competition has prevailed. Due regard must be
had to the importance of inter alia the promotion of Transmet's
Interdivisional Support Policy® which is contained in and forms part of the
DPP policy.*® Clause 2.1.1 of the Interdivisional Support Policy contains

the following provision:

“The foltowing Operating Division/Business Units which have been
identified as being strategically important to the core buisiness,
must be utilised by the core businesses and under no
circumstances may the external market be approached for goods
and services falling within their core-compelency area. These
support units are... Transwerk: Heavy engineering including wagon

and locomotive repairs..."

Later in the same clause the following provision accurs:

“Only if the above strategically important Operating
Divisioh/Business Units have indicated in writing that they do
not have the capacity to provide the required goods or services,
may this be sourced from the external market”

212 The aim of this policy is to ensure that work which it is within the capacity of

the various divisions within the Group to do is in fact not given to outside
sources.  Wells confirmed that this policy applied to the 50 fike new
contract.** Wells testified that it was very much contrary to the interest of
Transnet to permit STS to perform the work in the 50 like new contract and
develop a capacity in competition with TRE rather than to allow THRE to
perform the assembly work and have the opportunity to improve its ability to

produce work of world class standards.

bt

“* Clause 1.3.1.4(7) of the DPP Policy, Bundie A2 at page 46

3 Clagse 2.1 of the DPP Policy
284 Page 73 f
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213 Transnet Group Delegation of Authority Group Limits of Authority docuenent
applied at the time.** Clause 4.1 of that Delegation of Authority frame-work
provides for the sub-delegation of authority in certain circumstances: byt
this, according to Wells did not apply o the specific delegation afforded to
Gama by the board in relation to the 50 like new contract. In any event
Wells pointed out that the fevel of authority for the CEO of an opetating
unit®® such as Gama was, was up to 825 million for an unforeseen CAPEX
matter where the expense was not budgeted for. The 50 like new contract
was valued at over R800 million and therefore the delegation would have to
be from the hoard and in writing. Wells testified that when one sigrns a
document by way of executing a delegation of authority from the board you
need to have the board resolution before you to ensure that the contract

complies with the requirernents of that board resolution. 27

214 Also relevant to this charge is Note 1 in clause 5.5 of the Delegation of
Authority Framework deals with coniracts and provides in relevant part:

“Any person who has been authorised to execute any legal
documaents, including... contracts... on behalf of Transnet andior its
divisions... may only do so with prior advice of the relevant Legal
Services department as set out in the Transnet Group lLegal

Policy,”2%

215 Because of the nature of the contract and the amount involved the 50 like

new contract required the approval of the full board of Transnet. That

approval first occurred on 13 February 2007 when the matter was

5 Bundie A2, page 173
€ Clause 5.1.2 of the Framework documeant

57 Page 31
**® Bundle A2 page 154; page 21 of the Framework document
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discussed by the board and a resolution taken.”® This first resolution was

later amended in circumstarices which appear more Tully below.

In terms of the board resolution the responsibility for the implemantation of
the resolution was delegated to the Spoornet (now TFR) Chief Executive,
hamely Mr. Gama. This was unbudgsted expenditure that was not in the
plan for the year and Gama as the CEO of TFR did not have authority to
conclude the contract which was beyond his delegated authority tevel. |t
was therefore required that the beard dejegate this authority specifically to
him.  Gama did not have authority to sub-delegate this boarg delegated

authority. This evidence was not disputed.

Gama therefore concluded the contract on basis of the authority delegated
to him by the board which authority imposed a specific condition on the
contract, but the board condition was not met in contract signed by Gama.

A complaint was later received in relation to the 50 fike new contract and
was invesligated. Before considering that evidence it is convenient {o
consider the evidence of Wells which deals broadiy with the circumstances

and also with Gama’s role and conduct,

Wells set out the background circumstances. He explained that because the
S0 like new contract was for over R800 miliion and was an unbudgeted
expenditure not in the corporate pian it required board approval and was
therefore processed through the Capital Investment Committee (“CIC™)
which needed to approve the project. Approval was first required at the
divisional CIC Committee and so a document containing the proposed
business case for the purchase of the 50 locomotives was put up to that
committes. Wells referred to this document®® which at the end thereof was
signed variously -on 6 and 9 October 2006. All the signatures that appear

s

% Bundle C, page 48
* Bundle C, page 11 - 42
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on the penultimate page of the document are those at divisional level
including the Chief Executive Spoornet, Mr. Gama who signed on 9 Ockober
2006. This was prior to the Group CAPEC meeting on 18 October 22006.
Wells himself chaired the Group CAPEG mesting in his capacity as CF QO at
the time. Wells testified that the document was not presented at that
CAPEC meeting but an investment summary was presented at the mee ting.
The purpose of the business case document is stated therein to be Jnter

alia:

“To confine the tender process for the acquisition of 50 EMD’s to
Diesel (EMD)/Sibambene Trade and Services” and “that the Giroup
Chief Executive be authorised to conclude, sign and execute the
commercial contracts for the manufacturing and supply of 50

EMD's.. 4,

This proposal came from the Investment Forum at Group level amd
proposed that ultimately Mr. Gama the CEO- of then Spoornet was

authorised to conclude sign and execute the contract.*?

220 Wells testified that the discussion around this project was -that it was a
progressive project which on the face of it provided delivery within a 12
month period of 50 locomotives al a substantially reduced price compared
to new locomotives. Moreover, the project had the potential 1o achiave
precisely what Transnet wished to do strategically both for TRE and with its
capital programme generally, namely to localise and build expertise for
locomotive engineering maintenance and assembly, Wells testified that
what was unclear and confusing was the identity of STS as most members
of CAPEC, including himself and the Group CEQ Ms, Ramos, did not know
who STS was, why they should be involved and precisely what the role of
TRE would be in this project. It merged that STS was a paris distributor for
EMD. The attitude of CAPEC was that it saw no reason ‘why 8T8 should be

' Bundle C page 2, paragraphs 4 and 6
*2 Bundle C, page 6
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involved as it was the first locomotive purchase ever executed and Transnet
wanted to deal diractly with EMD which was known and was the original
equipment manufacturer (“OEM?) in order tfo get the OEM’s warranty and
reputation behind the project. That was guite apart from the security of
Transnet dealing with EMD and the OEM as the counter-party as regards
risk. Transnet wanted TRE, whose expertise was repair and maintenance
of locomotives, to have the opportunity to build expertise and a business
and 1o secure employment and roll out a production facility. Wells said that
the discussion got fairly heated but that it was an exciling project and it vvas
clear that CAPEC would agree to it but certain conditions were made very
ctear, one of which was that STS would not be involved at all. in this regard
Welis pointed out that Transnet was sceptical about middlemen having
suffered in the past from circumstances where they simply added cost and
complexity but no value to projects. At the time TRE had spare capacity
and needed more work so this was project was an ideal opportunity to grow
the business and extend the type of engineering work performed by TRE.
The idea was therefore that TRE would do all the work that could be done
focally in order to buiid expertise and improve its engineering standards.
and this project provided an ideal opportunity to do so. Mr. Gama was
present at that CAPEC meeting. Initially Gama was very strongly in favour
of the involvement of STS, but the CAPEC committee was adamant that
they did not want to have any involvement of STS, Ultimately the decision to
proceed with the project was approved, but the conditions attached were
that STS was not to be involved and that TRE would do all the engineering
and maintenance work and assembly work that could be done in South

Africa *®

The business case proposal document needed some amendments and then
required to be signed by the Group CFO and Group CEO before the project

“? Page 16
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could be admitted into the capital expenditure system. At Group level the
Chief Operating Officer, at that time Mr. Louis Van Niekerk, was also
required o sign the business case document. The expenditure on this
project was beyond even the Group CEO’s authority for capital expenditure,
which for unplanned items like this was R700 million, whereas the 5¢ like
new contract was for over R800 million. Gama signed his approval of the
business propesal on 9 October 2006 it as it was presented and without
alteration and before any of the group executives signed it. The three group
executives who subsequently signed it however all required an alteration to
the business plan. Against his signature on the business ptan the CQO
Transnet, Louis Van Niekerk noted: “Transwerk should be involved. Wells
then CFO inserted a handwritten note next to his signature which read: “ft
was agreed that STS would not be involved. Any engineering or assembly
to done by Transwerk”. His signature is dated 20 October. The third
signature was that of the Group CEO, Ramos on 29. October 2006. She
appended a handwritten note which reads “/ had exactly the same

understanding as Chris (Wells) so this is approved on the basis of set out

above”

222 Wells testified that the reason it was necessaiy to make thess handwritten

notes and qualifications upon signature was because the business case
which was presented after the CAPEC meeting of 18 October did not
capiture the concerns of CAPEC and needed amendment as it did not

clearly address the issues which had been raised at the CAPEC Committee

regarding STS. The two key issues not addressed in the written business
case as presented to the group executives for signature were first that TRE
would be involved in all the localised work, and secondly that STS would
have no involvement. Wells testified that he discussed these aspects with
Van Niskerk who had already appended his handwritlen note before Wells
signed and that Van Niekerk was in agreement with the note added by
Welis. Moreover Ramos later approached Wells to discuss the matter with
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him as she couid not understand why the business case had not been
amended appropriately. She too was very clear that it could only be
approved subject to conditions as stated by Wells in his handwritten rrote.
Uttimately the project required to be approved by the board which as at 29
October 2006 when Ramos signed the business proposal had not vet given

its approval.

223 Gama then addressed a letter dated 25 October 2006 to EMD and STS** in

which he referred to the 50 like new contract and stated:

“Your praposal to Spoornet delivered on 14 September 2006 with
regard to the above refers. Spoornet is hereby pleased 1o inform
you that your offer is hereby accepted for the purchase of 50 fike
new GT26CU-3 locomotives subject to the conclusion of a forrnal
written agreement between yourselves and Spoornet.”

Wells testified that this letter, signed by Mr. Gama was inappropriate.
Firstly, he could not issue such a letter until board approval had besen
obtained and there was as at that date no such approval. Secondly, after
the CAPEC meeting of 18 October approval could only have been given for
the amended business case whareby STS was not involved and TRE would
do all the local work. The letter which Gama signed on 25 October 2006%%
gave no indication of either of these conditions which had been stipulated.
The request for approval of the 50 like new project was not approved by the
board at its November meeting because the Company Secretary had not
yet received an amended business case taking into account the
requirements of CAPEC and the conditions stipulated by Weils and Ramos,
It was only at the board meeting on 13 February 2007 that the signed

™ Bundle C, page 43
“ Bundle C, page 43
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business case, cortaining the handwritten notes of van Niekerk, Wells and

Ramos, served before the board 24

Wells himself presented the business case to the board and it was acce pted
by the board with the specific condition reflected in Walls' handwritten rote.
The board acknowledged the strategic intent and passed a resolution that
STS could not be involved and that TRE would do all the engineering and
assembly work®”  The board resclution passed at the meeting 13

February 2007 reads as follows:

“Spoornet: Purchase of 50 EMD Class 34/37 Upgraded Diesel
Locomotives for Spoornet GFE

The Board resolved that it grants approval for:

= The implementation of the critical phase of the locomotive fleet
modernisation pian which includes an investment of R874.57
million (nominal) in the acquisition of 50 EMD Class 34/37
upgraded diesel jocomotives for Spoornet GFB;

*  The confinement of the tender to Electromotive Diesel (EMDY;

»  The conclusion signing and execution of the contract by the
Spoornet Chief Executive for the manutacturing and supply of
the 50 diesel locomotives to be delivered within 12 months of

date of signature.

The condition for the above approval is that Sibambene Trade
Services would not be involved in the contract and that Transwerk
would carry out all engineering on assembly and maintenance.”

Wells testified that the source of the board resolution was his handwiitten
note against his signature on business case document. The board
condition was in the same terms as Wells' note save that the words

“engineering or assembly’ were changed to ‘engineering on assembly’.
This was a pure typing error by the Company Secretary and was not an

**® Bundie C, pages 11 — 42; page 25
*" Bundle C, page.46
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aspect that was discussed. Wells testified that the intention was very cilear
both at the board meeting and from the discussions at CAPEC that all the
work that could be done focally by TRE would be done by them.

226 Despite the board stipulation that STS should not be involved, contract
negofiations were pursued between TRE and STS, Had the board
resolution been given effect to no such contract negotiations would have
been required. The fact of such contract nagotiations appears from the
minutes of the meeling of 5 March 2007 at which Percy Mosweu, Rubin
Molhabeng and Pinkie Msoupye represented TRE and negotiated with
Messrs. Adams and Erasmus of STS. This was despite. the fact that the
Gama had knowledge®® of the 13 February 2007 board resolution which
ek_cluded the involvement of STS. Mr. Mosweu was the Senior Engineer in
TFR responsible for locomotive projects and for this project in particular. It
was however the responsibility of Gama to ensure that the conclusion of the
50 like new contract was effected in line with  the board resolution. Gama
had no power to sub-delegate his duties and responsibilities in this regard
given that it was a specific board designated authority without any further
authority to sub-delegate without first obtaining an amendment 1o the board

resolution.®*

227 Wells testified that given the value of the 50 like new contract and Hs
importance to Transnet it would normally be the responsibility of the Group
CEO to conclude, sign and execute such a contract. That is moreover what
was refiected in the CAPEC business summary.®® In this instance Gama
requested that he be the person in charge of concluding signing and
executing the contract. He did this at the CARPEC meeting as this was
included in the business case which went to the Investment Forum and later
to the COO. This authority was expressly sought in paragraph 14 of the

R T OL——- CR-
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business case where it was recommended “That the Chief Executive
(Spoomet) be authorised to conclude, sign and execute the contract for the
manufacturing and supply of 50 diesel focomotives, to be delivered withir

12 months of dated of signature of contract” %!

After the 13 February 2007 board meeting Gama addressed a note to Ms.
Zola Stephen, the then Company Secretary, in which he indicated a
preferred wording of the board resolution which altered its previous word ing.
The amendment which he sought was that the condition read “The condftion
for the above approval is that EMD would work_with Transwerk ‘during
manufacturing and maintenance of the locomotives”*® Wells said that the
concern with this wording was that the notion of EMD “working with”
Transwerk was very unclear as that could be either a lot or a litle work and
Transnet did not want a competitor to TRE being estabiished when TRE
could itself do the work and thereby utilise its own facilities to full capacity.
Wells knew that Stephen did not accede to Gama's reguest because of
what had occurred at a Group Executive Committee {(“Exco”) meeting held

on 28 March 2007.

Wells attended the Group Exco meeting held on 28 March 2007. Gama
raised the issue of STS’s participation in the 50 like new project saying that
the board resolution wording was incorrect and needed 1o be amended.
The Group CEO, Ramos responded by saying that one cannot simply
change board resolutions and that they can only be amended by the board
itself. Gama’s attitude was that the contracting paities were not appropriate
and that it was not up to Transnet o prescribe who the contracting party
should be and that since his previous presentation, EMD and STS were
close to consummating a joint venture agreement between themselves and
that the contracting party ought to be that joint venture. The concern was
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expressed in the meeting by Exco was that it did not understand why the
OEM, namely EMD would seek to prescribe 1o a customer who should be
the supplier and the contracting parties. However, Gama was adamarit in
the meeting that he had spoken to them and that EMD said they would only
do the South African business through the joint venture with STS.
Eventually, the Group CEQ, wanting to cut debate on the issue which was
fairly heated, agreed to go “off-line” {by which is meant ouiside of the usuyal
line of authority) and Exco agreed that the wording of the amended Exco
resolution would be sought by way of a round robin prior to it being taken
back to the board. This appears from paragraph 11.1 of the minutes of that

Exco meeting which records the foliowing:

“The Commiitee agreed that the maiter be taken off line between
Messrs. Gama, Wells, Vallihu, Kahla and Ms. Stephen and the
required Committee resolution be sought by way of a round robin,
prior to it being taken back to the Transnet Board”. 25

230 Wells sald that it was understood that the only change which would be
made to the previous board resolution would be the identity of the
contracting party. Wells said that in the discussion at Exco it remainad
clear that TRE would do all the work that could be done in South Africa and
that the OEM would provide a guarantee. Under those circumstances the
joint venture could be a contracting party provided the guarantee was in
place and that there was no additional cost to Transnet and that STS was
not involved in any assembly work whatsoever. Wells said that Gama's
view at the meeting was that he was keen that STS had an involvement.
The attitude of the Exco was howsver to insist that TRE do all the work
because strategically that would equip TRE to expand its ability to assemble
and deo manufacturing work for the original equipment manufacturer, to
retain employment and indeed expand and to introduce world class

“% Bundle C.54J, paragraph 11.1
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standards into the business. Specifically TRE did not wish to introduce a
competitor in the business into South Africa. It was also important that TRE
be equipped to carry out maintenance of the locomotives after production

as they did with every other locometive in TRE.

Gama then prepared a document in the form of a memorandum to be
circulated to Exco for approval in the round robin process and subm ifted
that document to Stephen under cover of an e-mail dated 12 Aprii 200725
On the face of it and according to the title of the document prepared for
circulation to Exco it was a recommendation to amend the previous board
resolution. However, as Wells pointed out, it did not address the precise
concern of the board, namely that STS would be able, at the expense of
TRE establish local faciliies and expertise. For example in the
recommendation section of the document propesing the amendment it js
recorded that: “The refationship (botween STS and EMD) enables FMD to
develop a local enterprise which does not have assembly capability and
Skills, increase local content and create employment” As Wells pointed out
this expressly says that STS does not now have ihe capacity, but this
coniract will enabie it to build that capacity. The documeant also indicated
that the joint venture was in an advanced stage of finalising the involvement
of Transwerk in the assembly of 40 of the 50 locomotives on Transwerk
facilities, with the initial 10 to be assembled in the United States.®® Walis
testified that from the subsequent negotiations which occuired, it is

apparent that this statement was not correct.

232 The memorandum also stated that “tremendous capacity building and

business wif flow to Transwerk as a result of this transaction.” Following

* Bundle C, pages 55 and 54K
** Bundle C, page 57
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the execution of the contract this did not occur as STS began to perform the
engineeting and assembly work, until this situation was later corrected,25

The memorandum prepared by Gama then refers to an enclosed revised
resoiltion which the Company Secretary could then recommend to the
board for ratification.® That proposed amended resolution changed the
wording of the condition to read as follows: “The condition for above
approval is that EMD would work with Transwerk during the manufacturing
and maintenance of the locomotives”**® This wording was identical to the
wording previously proposed by Gama to Stephen (i.e. before the Exco
mesting at which this matler was discussed in detail) and did not comply
with the decision taken at the Exco meeting of 28 March 2007259 Wells
testified that this wording specifically did not comply in that the idea wasg ot
that EMD work with TRE but that the change to the wording of the board
resolution wouid only be that the contracting party would be the joint
venture, the other conditions, namely that TRE would do all the work and

that STS would not do the work were to remain unaltered.

In the event the Company Secretary did not circulate the memorandum for
round robin approval by the Fxco members because she did not believe

that it addressed the requirements stipulated by Exco.

As far as Wells was aware, Gama was on leave at the time. Stephen
discussed the memorandum with Wells at the time and with Vuyo Kahla,
head of Group Legal at the time. The Company Secretary attempied to
redraft the wording of the resolution but was running iate for the preparation
of board meeting submissions which needed to be with board embers a
week prior to the board meeting. A discussion was held between Wells,

T I
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Kahla, Stephen and the Group CEO Ramos who said that it was riot
necessary o redraft the resolution as the only requirement that was to differ
from the originai board resoiution which would otherwise remain intact, was
that the contracting party had changed. Nothing else needed to changes.

236 Al the April board meeting Mr. Kahla presenied the facts, but no new
documentation and then amended the proposed amendment to the
resolution to read: “The condition for the above approval is that Transwerk
would carry out all engineering on assembly and maintenance’.*® \Welis
said that the intention was o amend the resolution only in relation to the
identity of the contracting parties. That amended resolution was then

passed at the mesting of the board of 26 April 2007.
237 The amended board resolution of 26 April 2007 reads in full as follows: 257

“The Transnet Board of Directors Resolved that jt approves the -
amendment to the condition contained in the Board Resolution
07/1/3 precluding participation by Sibambene Trade and Services,
and that the amended Resolution read as follows:

That The Board resolved that it grants approval for:

* The implementation of the critical phase of the locomotive fieet
modernisation plan which includes and investment of R874.57
million (nominal} in the acquisition of 50 EMD Class 34/37
upgraded diesel locomotives for Spoornet GFS;

«  The confinement of the tender to Electromotive Disse! (EMD);

e The conclusion signing and execution of the contract by the
Spoornet Chief Executive for the manufacturing and supply of
the 50 diesel locomotives to be delivered within 12 months of

date of signature.

The condition for the above approval is that Transwerk would carry
out all engineering on assembly and maintenance.”

*0 Bundle C, page 61; page 48
*' Bindle C page 61



238

239

240

241

124

According to Wells, the February board resolution was in aii matezrial
respects the same as the amended April board resoiutmﬂ save for the

identity of the contracting party. %2
Gama was not at the board meeting of 26 April 2007.

Gama then signed the 50 like new contract between Transnet Limited and
EMD, STS joint venture.® He did so on 1 May 2007 which was a publ;c
holiday. The signing took place at his home. At that stage the contract had
been prép_are_d on the basis that the board would agree to change the
contracting party and that was the only matter requiring confirmation by the
management team before he concluded the contract ™ There was only
one working day between 26 April, the day on which the board amended
the reso!utfon and 1 May. Wells testified that unless there had been a
special request it was extremely unlikely that any form of communication
would have occurred before 2 May 2007 through the office of the Company

Becretary notifying persons in the company of resolutions of the board

taken at the meeting of 26 April.** it appears that the contract was already
prepared in final form on 25 April 2007 (as is reflected in the header of the
signed contract document) and that Germa’ could therefore fot have given
the board resofution taken on 26 Aprit 2007 to anyone who was involved in

“the preparation of the draft contract before 1 May 2007 when he himsel

signed the contract.”*®

Neatly a year fater in around March 2008, Wells leamned from the CEO of
TRE, Mr. Richard Vailihu, that STS was establishing a separate
manufacturing facility at Iscor. Weils discussed the matter with Van Niekerk

=2 ., Fage 135
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the Group COO and together they went to see Ramos. She was extremely

perturbed and asked Wells to investigate which he did.

242 Wells' investigations ascertained that Vallihu was in fact correct, During the

course of his making enquiries in this regard with Mr. Thomson, the CFQ of
TRF who was responsible for ensuring compliance with guarantees,
payment delivery schedules and other problems relating to the 50 like new
contract, Wells said to Thomson he would like to have a meeting with EMD
and the various other players to ascertain what was going on and to see
whather they could restore what the original board resolution had required.
Thomson suggested that Wells simply attend a meeting which had alre ady
been arranged of ali the parties and set for 10 April 2008 to discuss

implementation problerns with the contract.

243 Wells attended that mesting of 10 Aprii 2008 at which there were EMD

representatives from the United States, local EMD representatives, 878
representalives and TRE executives, as well as managers from TFR.
Gama was not present at that meeling as he was on leave at the time. A
transcript of the relevant ﬁorﬁon of the meeting was produced in
evidence.” At that meeting Wells tabled his proposal that TRE do alf the
engineering work as required in terms of the board resofution and that the
parties needed to explore implementing that. Utftimately, the sentiment of
the meeting was unanimous, including both EMD and STS, that it would be
the appropriate course of action®® to restore the intention of the board
resolution and ensure that TRE did all the construction, assembly and
maintenance work which it was possible to do in South Africa, It was
specifically agreed that the locomotive assembly work would be done by
TRE; that work at the Iscor premises would stop, and that the assembly
would take place at the TRE Koedoespoort facility. A steering committee

267
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was established comprising members of TFR and TRE with  var ious
representatives from EMD to begin addressing this process. Gama wass not
himself present at this meeting but Van Niekerk, COG of TFR and two other
executive members from TFR were at the meeting and party to the decision
and were involved in the steering committee that would give effect to what
nada been agreed. Al no stage did Gama raise any objection to the decision

taken at that 10 April 2008 meeting.25°

244 Wells testified that on 10 April 2008, after the portion of meeting for which

245

the transcript was later prepared, a closed meeting was held between EMD,
&TS and Transnet representatives at which total commitment was given to
make the proposed changes with the work being done by TRE. At that
closed meeting EMD raised the fact that they had “sunk’ costs into
establishing the Iscor premises and that whilst they were a hundred percent
supportive of the decision to move the manufacturing to TRE, they
requested compensation for the sunk cosis incurred because they had
followed the terms of the contract and they wanted to be reimbursed for
those costs. Welis asked for an estimate of thosa sunk costs. The estimate
given was in the order of R5 - 10 million, represented primarily by the
cancellation of leases and salary payments and some rectification work that
had already been done. It was agreed that Transnet would compensate
EMD for those costs to the extent that they were valid and that they woud
need to be audited so that they could be approved by the CFO of TFR. TIA
was assigned to audit these costs. [n relation to the overall contract price of
more than R800 million this was considered immaterial in relation to

achieving the strategic aim of TRE performing the work.?7°

Wells jater became aware that what had been negotiated between STS and
TRE pursuant to the 50 like new contract was that TRE would perform a
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very limited role, not in compliance with the board resolution. Following the
remedial changes the amount of work that TRE performed was
approximately three times what they had previously been required to clo in

the execution of the 50 like new contract.

fn July 2008 the Group CEO, Group COOQ, CEO of TRE Vallihu, CEQ of
TFR Mr Gama and Woells, thenAGroup CFO, al travelled to the United
States to meet face to face with the two original equipment manufacturers,
General Electrical and EMD to deal with concemns regarding the awarding of
the tender to EMD for the 212 locomotives. That process was irregular and
had had to be terminated. The value of the 212 locomative contract was
over R6 billion and Transnet needed to deal with EMD’s concéfn that its
preferred bidding status was being withdrawn. Discussions in the USA also
centred around the move of the 50 like new contract to TRE. The
agreement of both STS and EMD to this move was confirmed and the
issues of the sunk costs in relation to the 50 like new as well as certain sunk
costs on the 212 locomoative contract in respect of design drawings were
also discussed. Gama was present when the sunk costs in relation to the
50 like new contract was discussed in the United States in July 2008,
According to Wells he raised no objection either during those meetings or
privately saying that the compensation for these costs was irregular or
wasteful.?”! In addition, EMD in fact submitted a schedule of sunk costs to
TFR and no complaint about this was raised by Gama. Later after STS
retracted its position there was a mediation beiween Transnet and 5TS in
late 2008 early 2010 the outcome of which was that STS did not accept the
changes to the 50 like new contract. An agreement was however reached

between the parties on sunk costs and the engineering hours wasted on the

212 locomotive agreement.

7% page 67

288



247

128

‘Wells also testified that there was a TFR Audit Committes meeting heid in

Aptil 2009 at which both he and Gama were present. At that meeting the
issue of the sunk costs was raised by the CFO of TFR and he at the &ime
commented that he had not reported on any PFMA implications as the
investigation was underway with TIA and he was not yet in a position to
assess the implications. To Wells knowledge Gama never raised any
complaint or objection about the issue of the sunk costs between the 10
Aprit 2008 meeting and the Aprii 2009 Audit Commitiee meeling. (The first
fime that Wells became aware of any compléfnt on Gama’'s part in relation
to the change in the contractual report arrangements was in Gama’s formal
response to Wells' lotter raising his concerns arising from the TIA
investigations which letter was dated 20 July 2009.27 That aspect is dealt

with more fuily below).

248 Wells explained that in the process of a rectification of the contractual

2469

arfangement no insurmountable obstacles arose in relation to pricing
guarantees or focation of assembly. Indeed he indicated that if for example
TRE had been asking prices that were too high in the negetiations with the
EMD joint venture, this was an issue that would have been dealt with hy
referral up the line ensuring that TRE was not being cbstructive either on
price or for any other reason. Pricing was therefore no excuse for TRE not
doing the work. That could simply have been resclved, as was done in
other instances by either himself the Acting CEO or by the COO or the
Group CEO (at the time Ramos) getting invaived or making a decision as to

what was fair.

Wells testified that the 50 like new contract signed by Gama does not
comply with the board resolution as stipulaied on 26 April 2007 because the
board required that TRE do all the work in respect of assembly and
maintenance and enginesring that could be done and the contract dogs not

72 ¥age 70

289

Fa

(3



290

128

provide for this. In effect the contract gives STS the ability to decide ~what
work it would do and what work it would sub-contract to TRE or others Cif it

indeed sub-contracted any work at al.?”

250 In June 2009 after TIA had reported and raised ils concerms regarding the
50 like new contract and Gama’ involvement, Wells addressed a letior fo
Gama about these concerns. ™  Gama responded in detail to those
concemns on 26 July 2009.5° | shall refer to this letter as Gama’s “written
response”. He also attached to his written response various e-mails in

. support of his contentions to which | shall revert later in these findings.

251 In his written response to Wells’ letter Gama referred 1o the fact that other
persons, and in particular Group Legal and Group Finance exscutives had
to read and confirmed the 50 like new contract and were aware of what was
contained in the drafts of the 50 like new agreement. Gama said that he
was advised by Group Legal that he could proceed with the signature of the
contract and this was also his evidence at the disciplinary hearing.

252 Welis testified that even if sigh-off had been cbtained for example from the
CFO at Group level, in terms of the responsibility delegated to him by the
board, Gama remained the person who was responsible as the person with
delegated responsibility. Wells said that if Gama required sign-off from
another executive prior to himself signing, what would be required was a
specific sign-off sheet which would enable the person so signing off to state
what they had reviewed and whether they had any reservations. This was
not done. According, to Wells it was not sufficient to simply send a copy of
the contract to other executives in a series of e-mails, He pointed out that
executives would receive literally thousands of e-mails, copied to them as a
means of other people in the organisation saying that they had kept the

78 Page 75
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executives informed, But if a review was required of a document that
needed to be obtained in writing.*’® Wells explained that a reviewer weould
typically have to indicate what it is that had been reviewed, whether it was
the whole agreement or merely portions thereof and whether he or she had
reservations. It would remain incumbent on the person responsible for
signing the contract to ensure that any such reservations were dealt with
prior to the signing of the contract. Wells accepted under cross-examination
that his evidence was that if one wanted to rely on signing off responsibility
in regard to agreements that had to be in wriling of the person whose sign-
off was being obtained was probably something that was not in any
Transnet policy. He nevertheless said this was standard practice which
was applied generally in Transnet, because otherwise i you wanted io rely
on another party’s sign-off on an agreement you could not be sure what
they had done before signing off.2”” When it was put to Wells that no such
sign-off documents could be found and that it simply was not the practice,
he accepted that it may not be, but said that one would stilt not be able 1o

rely on the involvement of any particular executive or department unless

you obtained the relevant signature.

253 There are three places in - which Gama is on record as having dealt with his

signing of the 50 fike new contract namely, in his written response of 20 July
2009; in the High Court papers and in correspondence.  In his written
response 1o the issue of whather the contract was being executed outside
of the ambit of the board resolution Gama’s response focused on Wells’
involvement in the meeting on 10 Aprii with all relevant parties present
when it was agreed that the right way to go was to revert to what the board
had intended and that setting up a competing works for STS at Iscor was
precisely what the board did not want to happen. Gama was well aware of

76
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the board's intention, vet in his written response he criticised Wells® ® for
closing the door on the iscor works and setiing up a process to exc lude
STS from the joint venture. Later in the same document Gama points the
finger at Wells saying that it was his decision at the meeting of 10 April to
unwind the existing infrastructure at lscor.?™®  Further in the same
document™® Gama says of Wells that this decision to unwind the position
whereby STS was in competition “resulted in wastefuf expendiiure whisre
you unilaterally made a decision to compensate without exploring what
options were available that could be chsaper. Wells said that this not a
unifateral decision at all. He said he to was invited io the meeting which he
had not called, so he raised at the mesting the fact that the refationship
between the parties which had actually eventuated was not what the board
had intended and that what really ought to happen was that the position
should be rectified. He pointed out that it was the requirement of the CEQ

of Transnet that the board's intention be implemented.

254 Simitarly in paragraph 2.38 of his written response®®' Gama accuses Weils
of embarking on a mission to redraft the contract at major cost to Transnet
that ended up being a huge wasie of money when the parties refused o
sign it. Wells pointed out that what had really occurred was that in the face
of a clear board resolution Gama had permitted a situation to develop which
the board had never envisaged and at no stage was any approach made to
the board to say that there was a better way of doing things or an
alternative way or that a mistake had been made. Neither Gama nor any of
his executives had ever approached the board with any such suggestion.
What had ensued was in fact unauthorised being oulside of the ambit of the
board resolution. Gama's response was that the rectification process was a
huge waste of money and that caliing him to account for the concerns of

%78 ryaragraph 2.87, page 14
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Wells and the board was an attempt to shift blame onto him, Wells testified
that this was absurd. Thal the 50 like new contract was a massive one ‘with
an extraordinarily high profile and that the Group CEO and the board were
informed all along as to the process. In fact many senior executives wert to
the United States to meet with the original equipment manufacturers, and
EMD to openly discuss the 50 like new contract, the implications of how it
was progressing and ensured that the entire process was transparent,
There was no possibility of this having been something which Wells had
simply ordered and effected on his own, Ultimately, the process was
rectified and the project of assembly of the 50 like new locomotives was
conducted on the premises of TRE. A pamphlet showing the assem bly
work at TRE premises was produced in evidence. This construction work
was conducted at Koedoespoort. According to Wells this effected an
important enhancement of the capacity of TRE by ensuring employment

and skills transfer in relation to the assembly of the locomotives.,

Wells testified that the 50 like new project once it moved to Koedoespoort
was a great success with TRE’s employees developing enhanced skills in
line with international best practice and that following delivery of the firsi 50
locomotives TRE intends to offer the product to other markets and has jUS’I
signed a contract for the procurement of 100 locomotives with another
company on the identical conditions as those for the 50 like new project.

Wells testified that had Gama reacted differently once it was realised that he
had failed to comply with and implement the condition contained in the
board resolution, that Gama may well not have ended being disciplined. He
said that had Gama really believed that this had occurred because his
subordinates had failed to advise him properly and because he failed to
obtain the proper advice from the legal advisers through whom the 50 like
new contract document was processed, that he would have identified who
had failed to advise him properly and taken whatever action he believed

was appropriate to remedy that position in order to prevent a similar
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occurrence in the future. Moreover, had Gama acknowledged that there
was a problem and participated fully in trying to remedy the position and
tried ensure that the contract was put in place properly, the position would
have been quite different. Wells maintained Gama failed to do this 282

257 Gama's contention has all along been that the charges brought against him
and his suspension were delaterious to his candidacy for the Group CEQ
post. Wells stated that although any charges which appeared to have
substance would be considered in any selection process for the selection of
a CEQ, the charges would have been brought in the normal course even
had Gama already been the Group CEC. Wells also pointed to the fact that
the charges arose out of a process the origins of which preceded and had

‘nothing to do with the selection of the new Group CEQ, 2R

258 Wells accepted in cross-examination that if Gama had in fact sought and
obtained legal advice on the 50 like new centract on the issue as to whether
it complied with the board resolution and was told that the reference to a
‘Key contractor” being defined as Transwerk in the 50 like new conlract
constituled compliance with the boeard resclution, he should be entitled to
accept that this constituted compliance with the explicit condition of the
board.** He also said that Gama should have said to the tegal adviser
show me where that appears in the draft contract and satistied himself that
the contract clearly provided for compliance with the board’s requirement in

the condition, 2%

259 Wells accepted that there was no criticism of Gama for having not
personally conducted the negotiations with the EMD joint veniure for
implementation and that it was acceptable that these were handed, together
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with the board resolution, to TRE to deal with STS/ EMD joint venture as

Gama explained in his written explanation.?%

The origins of the compiaint and the investigation

260

261

262

Oates testified that the complaint concerning the 50 like new contract
originated externally to Transnet through the Public Service Commission
which received a complaint which was forwarded to TIA. This was received
by TIA in the form of a letter from the Minister of Public Enterprises to the
Chairman of Transnet dated 31 January 2008 requesting that the complaint
which had been reported should be investigated and a report back made o
the Minister of Public Enterprises.”™ The complaint was based on a hotline
Case Call report related to the 50 like new locomotive contract and was
received in the Transnet Chairman's office on & February 2008. Three days
later on 8 February 2008 TIA was instructed to investigate the matter to
determine whether further action needed to be taken. This resulted in a

forensic investigation-and a report being prepared by TIA.

Derek McMaster is an employee of Emst and Young employed as a Senior
Manager in the Forensic Department and has been posted to TIA since May
2008. He has a diploma in criminal justice and forensic investigation. On 8
February 2008 he was instructed to investigate the allegations received.
The lead investigator was inftially a Mr. Terrence Koekemoer who
immigrated to Australia in July 2008, whereupon McMaster became the
iead investigator. They worked both together and independently on the

investigation until the stage when Koekemoer left.

The investigation by TIA culminated in a thirteen page report prepared by
McMaster and dated 12 February 2009 {the "McMaster repoit”). it was
handed to the Group CEQ Ramos the same day. That report found that the

°*® Bundle D.2, page 6, paragraph 2.13; Record page 137
' Bundie D, page 1
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50 like new contract was signed on 1 May 2007 by Gama as CEO of TFRIn
terms of a board resolution dated 13 February 20072 The repor
concluded that the condition laid down by the board on 26 April 2007 that
Transwerk (now TRE) would “carry out all engineering on assernbly and
maintenance” was not taken into account in the contract.®® The McMaster
report recommended that action be taken against Gama as the relewant
signatory who had conciuded the contract with the supplier.2® The report
also recommended that the 50 like new agreement be rectified to Eully

reflect the resolution of the board. 2

263 Oates testified that the mechanism in the 50 like new coniract adopted in
order to secure fulfilment of the condition stipulated by the board on 26 April
was through the definition of “Key Contractors” being defined in the
agreement to refer to Transwerk as one of the main sub-contractors. This
was in order to ensure that there was no doubt about the role that TRE
{then Transwerk) would play in the contract. This definition has to be read

with clause 7.5 of the contract where it was agreed that;

“8TS shall procure that- (a) the Key Contractors notified to ji by
Spoormnet prior to the Effective Date enter into, simuftaneously with
or prior to the signing of this Agreement, an agresment
substantially in the form set out in schedule 005 (Collateraf

Agresment).”

Qates testified (and McMaster confirmed) that there was no such schedule
5 to the agreement which meant the agreement was open-ended and that it

% Bundie D, page 28
% Bundle D, page 28
#? Bundie D, page 32
1 Bundie I, page 31
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was therefore required of TRE to negotiate with STS as fo iis role in the

execution of the 50 like new contract 292

The investigation looked into whether Gama had sought advice from the
legal department before he signed the contract. Gama stated that he bad
obtained such advice. Qates could not say whether the iegal department
gave advice on the agreement in general and on compliance with the hoard
resolution in particular, and deterred to his investigator McMaster on that
issue.”* Qates’ understanding was that the legal advice provided was only
in relation to how the agreement should be constructed in order to manage
the risk between TFR and TRE®* and that while Gama did obtain legal
advice he was not advised that he could sign the 50 like new agreement, %9

It should be noted that it appears that the 50 like new contract was already
prepared in final form on 25 Aoril 2007 (as is reflected in the header of the
signed contract document) and that Gama could therefore not have given
the board resolution taken on 26 April 2007 to anyone before 1 May 2007

when he himself signed the contract.?%

McMaster interviewed various persons from the Group Legal department
inchluding Mr Vuyo Kahla Group Executive: Legal, aft of whom indicated that
they had not been requested to ook at the 50 like new contract at the time
of the signing of the contract. Following Mosweu's disciplinary enquiry
McMaster said followed up with various other persons at Group Legal as to
the role they had played in the drafting of the 50 like new contract. They
were not completely unaware of the contract, having been copied with e-

_292 Bundle C, pages 72 and 81
% Dates, page 120

" Oates, page 118-120

%% Dates, Page 118

** Bundle C, pages 62-129
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mails containing drafts of the agreement being negotiated. 2% McMaster
also said that Group Legal said they had never seen the contract before %
which in the context of his other evidence must 1 think refer to the final draft
of the contract. it was put to McMaster in cross-examination that tegal
selvices advice was that Gama could sign the agreement and that it ook
care of the board resolution. McMaster denied this saying that the legal
services person said they had never seen the contract before.2?® Again in
the context of his evidence as a whole this appears to refer to Group Legal
department. Although at one point in his evidence McMaster said that there
was no explanation given by the Group Legal for why the did not consider
the drafts of the contract e-mailed to them,*® McMaster later said that when
he asked Kahla about this he explained that although they received copies
of the e-mails there was no request made to Group Legal to revise and look
at the contract and that the contract was not finalised. 3"

McMaster admitted in cross-examination that Kahla was aware of the board
resolution as he was the person who in April had motivated the amendment
to - the earlier February board rasolution so that STS would not be

involved.®%

When the distinction between obtaining advice from Group legal
department or the TFR legal depariment was explicitty made clear in cross-
examination McMaster said that Cieopatra Shiceka Legal Executive at TFR
advised Gama in relation fo the draft contract but she told McMaster that
she was not aware of the board resolution.*® Pinkie Msoupye howaver

knew about the board resolution and was intimately involved in drafting the

*"The evidence of the detalled content of those e-mails and to whom they were sent is
canvassed later in this award

?% McMaster page 130

% Page 130

% wage 109

% grage 109

502 g3age 122

B age 132
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agreement and liaised with Shiceka.*® She told McMaster that she ady ised
mostly on the TRE resolution and the EMD parent guarantee.™ McMa.ster
said that when he interviewed Shiceka she indicated that the 50 like mew
contract did allow for TRE to use a sub-contractor and that negotiations with
a sub-contractor were conducted from March 2007 and were concluded on
1 February 2008.°® Shiceka indicated that it was Mr Percy Moswau's
responsibility as the project manager and General Managet: Engineering
TFR to ensure that TRE assembled the locomotives in accordance with the

board resolution,

McMaster accepted that Gama had said that the reason it was decided to
have a sub-contract because Transnet was reluctant to accept responsibility
by TRE for penalties if there were delays because TRE and TFR are the

same business under the umbrella of Transnet,?”

McMaster did not personally interview any of the EMD representatives
although Mr. Patrick Nolan the Vice President of EMD was interviewed by

Koekemoer before he left. McMaster could not say whether EMD was

aware of the board resoiution or whether Koekemoer had raised i with

Nolan.

Whilst initially the investigators accepted that there appeared to have been
compliance with the board resolution, McMaster said that they later revised
this opinion in around October or November 2008 when it was realised that
in terms of the contract STS was always going to assembie the 50
locomotives and that it was never intended that TRE would be the party
doing the assembly as required by the board resolution. That was at the

P pages 132-3
% Page 133

5 poage 83

%7 age 133 i
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time that STS refused to continue to co-operate to reverse the situation as

is referred to below.

McMaster testified about the meeting which took place on 10 Aprii 2008
attended by representatives of TRE {(previously Transwerk) and TFR, STS,
EMD as well as Oates and Wells.®® McMaster did not attend the meeting
but understood that the alm thereof was to get the locomotive
manufacturing schedule back on track as production was behind schedule.
In summary, at the 10 April 2008 meeting all the parties agreed to rectily the
failure to comply with the board resolution subject to Transnet reimbursing
STS for their sunk costs. The meeting also sought to ensure that TRE
would become the assembler of the locomotives in accordance with the
board resclution. The conclusion of the meefing was that all the various
parties agreed that the implementation of the board resolution had riot been
taken into account fully and it was agreed that TRE would becomne the
assembler of the locomotives. What had occurred was that STS had
incurred costs and expenditure in setting up the locomotive production
works at iscor and Transnet agreed that it would pay these wasled costg
once they were audited and that the manufacturing plant would then be set
up at TRE. McMaster was tasked with auditing these wasted cosis
(referred to above as “sunk” costs) which was his focus in relation 1o the 50

like new contract at the time following the April 2008 meeting.

Prior fo the 10 Aprit 2008 the responsibility for the issue of faiture to comply
with the board resoit}tion had been regarded as that of Percy Mosweu. After
the 10 April 2008 meeling the approach was that the board resoiution would

be complied with-and the contractual obligations regularised

On 16 October 2008 a letter dated § October 2008 was received by

Transnet from Werksrnans attorneys representing STS indicating that STS's

3_"_’8 There is a transcript of this mesting at Bundle C, page 240 with a large number of *inaudibies”
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role in the joint venture was to perform the assembly of the 50 like new
locomotives in terms of the contract which the joint venture had concliided
with Transnet. In October 2008 it therefore became apparent that STS was
nel prepared to hand over the work to TRE in order to have TRE perform

the assembly of the locomatives in terms of the board resolution.

McMaster also explaihed that Transnet required an additional 100
locomotives which were put out for tender as a scparate acquisition. The
joint venture then sought to interdict that 100 locomotive tender arguing that
it would interfere with the contract relating to the 212 jocomotives. TIA's
resources were taken up with dealing with those interdict proceeding as
McMaster as the lead investigator had the knowtedgs of the circumstances
surrounding the 50 like new contract as well as the 212 locomotive contract
and Koekemoer had left in July that year. in February 2009 McMaster was
asked to submit a report on the issues arlsing from 50 like new contract. MHe
did so and presented the McMaster report to Oates on 12 February 2009, %0¢

In the course of his investigation McMaster concluded that Gama, who had
signed the 50 like new contract, had failed to ensure that the condition laid
down by the board resolution which authorised Gama to conclude the
contract had been complied with. The way that this should have been
achieved was to ensure that prior to the conclusion of the contract with the
joint venture a sub-contract was in place with TRE doing the work as a key
contractor sub-contracted to the EMD/STS joint venture to perform the work

identified in that sub-contract.

%% Bundie D, page 20
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McMaster's report recommended that the agreement be rectified to fuliy
reflect the board resolution and that action be taken against the signatories

involved who had concluded the 50 like new aggtract.am

8 April 2009 interview with Gama

278

279

280

McMaster thereafter interviewed Gama on 8 April 2002 in order to clarity
Gama’'s understanding of the board resolution in relation to the 50 like new
contract. McMaster confirmed the accuracy of the transcript of the portion

of that meeting in which he was involved.

McMaster said that the responsibility in terms of the board resoiution rested
on Gama to conclude sign and execute the contract.?’ McMaster confirmed
that in the interview Gama suggested that it was Mosweu of TRE once the
contract had been handed over to them, who had the rasponsibility to
ensure that the terms of the board resolution were complied with,?'2
McMaster said that this was incorrect because a person delegated and
authorised to perform a task by the board was personally responsible and
could not further delegate that obiigation imposed on him by the board.

McMaster interviewed the CEQ of TRE Mr. Richard Vallihy who stated that
he had not seen the board resolution when the contract was being
negotiated. (This evidence that Vallihu did not know about the board
resolution and the attitude of the board was contradicted by Wells’ evidence
when he accepted that Vallihu was present at that Exco meaating of 238
March 2007 and would therefore have known that the intention of the board

¥ Bundle D1, pages 31 -32
‘' Page 104
42 Page 100
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as reflected in the 13 February 2007 board resolution was that TRE do all

the work %%

The investigation reveaied difficulties encountered in the course of
negotiations between TRE and STS. Vallihu of TRE indicated that 7S
sought to acquire the Transwerk premises on a lease and then employ the

Transwerk stafl to perform the work on the TRE premises.

McMaster said that Gama's siatement made during the interview that it was
not possible for Transnet to supply premises was incorrect. Althouigh
premises were not available at the TRE facility at Koedoespoort, TRE did
offer premises in Bloemfontein which STS turnad down on the basis that the
location was too distant. Negotiations were underway for TRE to provide

premises to STS in Germiston when those negotiations fell away because

STS found premises at iscor.3™

In relation to the rectification of the contract McMaster testified that an
agreement was concluded on 28 July 2008 between the EMD wing of the
joint venture on the one hand and TRE and TRE on the other for the
performance of the work in refation to the 50 like new contract being done
by TRE. That was a satisfactory resolution to the whole issue and initially
was thought to have settled all the issues between the parties. As already
refetred to above STS later disputed the position and scught to enforce the
contract of 1 May 2007 being the 50 like new contract and claim damages.
McMaster testified that that issue with STS remained unresolved as at the

time of Gama’s disciplinary hearing.

% Page 127

" Bage 102 P )

303



143

284 There were various e-mails referred 1o in evidence in relation to the drafting

of the 50 like new contract. In support of his contentions Gama attachad

and referred to various e-mails in his written response letter®'®

285 These e-mails refer to various drafts of the 50 like new contract and aspects

286

of the contract then being prepared.’'® These e-mails are essentially a
series of e-mails between the legal advisors of EMD and Transnet

concerning various contractual provisions.

McMaster accepted that the e-mail of 12 Aprit 2007 was sent by Cleopaira
Shiceka: General Council Spoornet to EMD's attorney and to various
persons in Transnet including Peter Volmink in the Transnet Legal
Department, Martha Ngowe also in the Legal Department and Vuyo Kahia
of Group Legal. A similar e-mail was also sent later the same day to the
same parties and {n addition to Pinkie Msoupye of TRE. The e-mail
concerned the EMS JV contract and commented on various clauses in the

contract, including clause 7.1 and called for commeant ic be made o either

herself or Pinkie Msoupye.*”  There was also an e-mail from Shiceka to

most of the same recipients on 19 April 2007 enclosing a copy of the latest
proposed parent guarantee by EMD and calling for comment thereon. A
further e-mail was sent by Shiceka to EMD's attorney, Gustav Adams of
8TS, Frikkie Marais of Spootnet and Kabamba Muteba of Spoornet and
again copied to Msoupys, Ngowe, Kahla, Volmink and also to Mandisa
Mondie as well as to Nick Thomson both of Spoornet. That e~mail similarly
aftached the EMD parent guaraniee and referred to the final draft thereof.
There were three attachments to the e-mail but McMaster did not asceriain
what those were.®® He accepted that they were probabiy the parent
guarantee clause, the board resolution in some form and the version of the

Bundle Dz, page 1
Bundle D.2, pagas 140 - 149
F’ages 122 - 123; D2, page 140
F:'age 125
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50 like new contract as at 19 April 2007. In addition there was an e-¥nail
from Rothschild, EMD's attorney, to Shiceka dated 19 Aprii 2007 which »was
again copled fto a large number of persens within Transnet including
Msoupye, Muteba and Frikkie Marais in which infer alia Rothschild says “/
am assuming that Spoornet has confirmed fts prior agreernent that only the
STS sub-contracts will be subject to the collateral agreement provisions of
section 7, and the revised agreement attached so reflects” *'® McMaster
confirmed that the contractor here referred to the “key contractor” in the
agreement. This e-mail also referred to the standard Transnet sub-contract

which Msoupye was using.

287 McMaster said that Msoupye was managing the contract process and on 26
April 2007 Shiceka sent an e-mail to one Hannalie Kumm of Spoornet with
the “Contract 50 like new lacomotives final contract’ attached together with
a request that it be printed and file created for it The previous day,
Msoupye who was managing the process sent an e-mail to Shiceka on 25
April attaching various schedules and drawing to the attention of Kabamba
Muteba and Frikkie Marais that “f do not have schedules & 14, 19 and 20
please check your records and update the information with list of schedules
on page 3 of the conitract document.” (Schedule 5 was the critical schedule
which was missing from the contract ultimately signed.) This e-mail clearly
points out at that at stage that the schedule was missing. McMaster did not
ask Marais what had happened to schedule 53" Earlier the same day
Mosuype sent a contract referring to the 50 like new final contract which
reads “Enclosed herewith schedufes to the above contract which | sent
through in batches of three e-mails’. It also notes that “Siya (i.e. Gama) wil/

g1e , Bundle D.2, page 145; page 126
*® Bundle D.2, page 148; page 128
# Fage 129
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need a special power of attomey from the Group CE to sign this contract as

the contract valus is in excess of R300 million.

288 The latest in these e-mails was the e-mail from Cleopatra Shiceka ory the

289

290

afterncon of 26 April 2007 which was the same day as the board meeting at
which the condition to the resolution was amended. It is clear that the
exchanges between the legal advisors in relation to the contractual
provisions at that point, did not take into account the wording of the
amended board resolution which, at that stage couid not have vet been

available to them.

It was peinted out to McMaster that Note 2 under clause 5.4 of the DPP

policy states:

“Any commercial agreement (for the purchase of goods of sarvices)
must be signed by an authorised employee Supply Managemeni
(Procurement) to indicate that all steps as per clause 5.5 below
have been followed and thaf all procurement related governarnce
has been adhered to”.

Asked whether this had been complied with McMaster said-there had been

no sign-off at Group level and he could not say who at Supply Managemant

Procurement was responsible for signing off in terms of this clause.2

it will be recalled that the 50 like new agreement was signed on 1 May
2007. McMaster testified that up until the point when Mr. Adams of STS
reversed the approach indicated at the 10 Aprit 2008 meeting that the
parties would correctly implement the board resolution so that TRE would
perform the assembly work, it appeared that the 50 like new contract had
actually taken into account the board resolution which had simply not bean
complied with in the implementation of the contract.®®*' He accepted that the

*22 Bundle D2,page 148
*2% page 135
4 page 136
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people who believed that the confract had in fact taken the board resolution
into account included Shiceka, Msoupye, Oates of TIA and McMa ster
himself. McMaster accepted that Mr, Nick Thomson (the CFO of TFR) also
accepted that the contract took into account the board resolution as is
evidenced in the transcript of an interview with him.% McMaster said that it
was only the implementation of the contract which had to be correctad %
Indeed all concemned believed as at 10 April 2008 that the 50 like new
contract did comply with board resolution and that it was simply a case that

the contract had not been correctly implementad, 32’

McMaster accepted, that on the basis of the evidence and the letters from
Gustav Adams of STS that STS was contractually entitled to do the work
that understanding changed. McMaster said that he had during the
investigations and in the course of discussions in September through to
November 2008 realised that the contract actually did not comply with the
board resolution. In December 2008 there was a legal opinion which
advised that the board resolutions had not been compiied within the 50 iike
new contract. However during that period the investigators including
himself were engaged in dealing with the interdict process before they
proceeded to obtain the relevant legal advice regarding non-compliance

with a board resclution in the 50 like new contract 228

In a status report on 50 like new locomotives dated 25 March 2008 and
prepared by Mr. Rheeders Matthys Project Manager of TRE*? it j5 reported
that during May 2007 it was agreed that the scope of work in the assembly
of the locomotives would be changed and that since the original
requirement from EMD/STS the scope was reduced substantialfy, %%

* Bundle 3.2, page 64; page 139
% Dage 139
7 2age 137

3% prage 138
) Bundle D.2, pages 135 - 138
% Bundle D.2, page 135 - 136; page 141
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Subsequent to that and in the meeting in April 2008 it was agreed hovv the

implementation of the contract would be rectified.

McMaster accepted that Gamna had said that board resolution had been
handed to TRE aithough it was available to the parsons negoliating the

agreement.

It was put to McMaster in cross-examination that it is inconcaivable that Mr.
Vallihu, Chief Exscutive TRE was unaware of the board resolution despite
his having told McMaster that he was unaware of the board resolution, '
On Wells' evidence this appears to be corrsct as discussed above. it was
further put that Gama signed the agreement acting on legal advice which he
received from in-house legal personnel and that as far as he was aware the
contract complied with the board resolution and that was also the view of ali
concemed untif October 2008. McMaster accepted that this was correct 332

In re-examination McMaster confirmed that it had been put to him that Mr.
Valithu was present af the CAPEC meeting of 13 November 2006.%% The
evidence is that the board resolution in its final form was determined on 26
April 2007 and that as at 13 November 2006 the board resolution was vastly
different and was not settled in its final form.** It was then pointed out that
the series of e-mails in relation to the contract between Transnet and the
STS/EMD joint venture were being circulated as at 25 April 2007, whereas
the amended board resolution was only finalised the following day on 26
April 2007. McMaster testified that the amended board resolution was
vastly different from that of 13 February 2007,%* and that it further differed
from the resolution proposed in Gama’s memorandum dated 11 April 2007

.

¥ Page 144
2 Page 144
*3 Bundle C, pagss 9-10

a3

? See Bundle C, page 10

% Page 147
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in which he recommended the amendment to the board resolution®® ang

attached his proposed amendment.

Gama testified that because STS was part of the team that had brought the
concept fo Transnet it was foreseen that it may be difficult to pursue the
project while excluding STS. On the other hand STS did not ever have the
capability o perform the assembly themselves. This was a capability which
TRE had and Gama was quite sure that TRE would be able to execute the

praject.%¥

Garna said that the issue of STS’s involvement had first been raised by M.
Valiihu the CEQ of TRE saying that STS was simply a pars manufacturer.
The other executives and managers at the Capital Invesiment Committee
meeting had concurred with him that there was no need to involve 5TS and
that it was much more approptiate for Transnet to deal directly with the
original equipment manufacturer which was EMD. The idea was that EMD
would supply all the components on a complete knockdown basis to TRE
which wouid then assemble the components into a jocomotive. Quality

assurance and supervision would be maintained by EMD because they had
performed such work before. No major issues were foreseen with this
arrangement.**  Gama testified that by the time he attended the Capital
Investment Commitiee meeting on 17 October 2006 it had been decided
that STS would be excluded and that TRE would perform the work 23
Gama denied that the debate at the CIC meeting on 17 October where it

was decided 1o exciude STS from doing the work had been a heated debate

as Welis claimed ®%

** Bundle C, page 55 at pages 58 and 59

% Gama page 24
% Gama page 25
*% (Jama page 26
* Page 26
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On 26 October 2006 Gama signed a letter addressed to Mr. Albert E nste,
Vice President, International Sales and Services for EMD as well as to Mr.
Gustav Adams the Managing Director of STS.%*' This letter informed EMD

and $75 that:

“Spoornet is hereby pleased to inform you that your offer is he reby
accepted for the purchase of 50 like new... locomotives, subject te the
conelusion of a formal written agreement between yourselves and

Spoornet’.

Garna explained that although he signed this letter and it went out under his
name it was not drafted by him. He described this ietter as a “non-binding
letter of intent’ which he said the “engineers” had requested immediately
after the discussions on 17 Qctober 2007. The reason was that il was
necessary 1o enable EMD to at least start to procure some of the long lead
items required for the manufacture of the locomotives, Gama explained
that the issue was raised with the General Manager Mr. Percy Mosweu of
TFR and the CFO of TFR Mr Nick Thomson who had then drafted the letter
which he had signed. He said that it was an oversight that the letter was
addressed to STS as well as to EMD despite there having been a decision
on 17 Qctober that STS should be excluded.®? He said that at that stage
the engineers had probably not been properly briefed as to the need to

exclude STS, and hence the oversight.3*

Gama testified that in January 2007 Mr. Enste of EMD visited South Africa.
At that time he indicated that EMD wanted to ensure that they were
comphiant with South Africa’s BEE requirements, that he was here to
formalise some kind of joint venture with STS and that STS would be the

“' Bundle C, pages 43 -44

%2 Ciama pages 26 -28
% (Gama page 28
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contact for Transnet on the project. Gama indicated to him that asfar as
TRF was concerned S$TS was simply a parls manufacturer and that as
agreed with Transnet they wouid be excluded form the project. EMD than
indicated that they had already hdd discussions with STS about the joint
venture, that EMD was geographically far away and needed a Jocal oro ject
manager for logistic. and supply chain issues and that STS could do this
work. Enste said that they could not see thair way clear to excluding STS
who, apart from anything else had conceived of the 50 like new concept .3

EMD felt they could not exclude STS in the circumstances.

BDiscussion and conclusions: 50 like new contract

301

302

303

ft is common cause that Gama signed the 50 like a new contract on the
strength of the authority delegated to him by a board resolution. 1t is also
commen cause that in the terms of the 50 like new contract, properiy
construed, and particularly having regard to the absence of schedule 5
thereto, Gama failed to give effect to the condition stipfaled by the board to
the effect that “TRE wouid cany out afi engineering on assembly and

maintenance”

The above quoted portion of the board's condition for the approval of the
coftract was not amended by the changes which were sffected to the board
resolution of 13 February 2007 by the later resolution of 26 April 2007. What
did change between those two resolutions is that the ariginal wording to the
effect that “Sibambene Trade Services would not be involved in the

contract” was omitted from the amended board resolution,

Having regard to the evidence of what led up to the amendment of the
board resolution, it is clear that the only change which it was contemplated
would be made to the previous board resolution was the identity of the

¥ Pgges 29 - 30
.,«“‘36
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contracting counter-party. From the discussions of which Gama was well
aware, the board was preparad 1o countenance the involvement of 8T S as
part of a joint venture with EMD provided that TRE did all the engineearing

on assembly and maintenance and provided STS was not involved in any

assembly work whatsoever. The board resolution was under those

circumstances amended in order to permit STS to be a party to the

proposed contract,

304 Gama signed the 50 like new contract on 1 May 2007. The draft of the
contract which had been prepared for Gama to sign was prepared on 25
Aprit 2007 and was therefore drawn without having regard to the amended

board resolution which was only taken the following day.

305 As to the key aspect of TRE being required to perform the work and 8T8
not doing the work, the fact that the amended board resolution may not
have reached Gama or come to his knowledge before he signed the 50 like
new contract is immaterial as both those notions were already the contained
in the previous board resclution passed in February. Even on Gama's own
version {at the hearing anyway) neither of those aspects was the subject of
the amendment which he sought as that change related only to STS being a
possible counter-party. (it is of course so that if Gama signed betieving that
the board resolution had been amended so as to encompass his proposed
wording that TRE would “work with” STS, this would tend to support
Transnet's contention that Gama sought to obtain the alteration to the board
resolution so as to permit STS to set up in opposition to TRE and perform
alt or most of the work. That belief on Gama's part has however not been

shown on the probabilities).

306 The absence of schedule 5 to the contract {what was termed a “collateral
agreement”) was not explained. It is clear from the series of e-rnails
exchanged shortly before the contract was signed and in particular on 25
April 2007, that the TFR managers concerned were aware that this

=
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schedule was missing.** McMaster did not ask Mr. Frikkie Marais (author
of the e-mail of 25 April 2007 which queried the absence of scheduies 5)
what had happened to schedule 5. The naiure of schedule 5 in gen eral
terms -- as | understand it - is that it would be a collateral agreement sstting
out the work which TRE would perform as a sub-contractor. Cn the
evidence it is not clear whether there ever was a schedule 5 in existence or
not. There is no explanation for why schedule 5 was never obtained and

attached o the contract.

The effect of the absence of any such clause in the contract and the
absence of schedule 5 having regard to the provision of clause 7.5 and the
definition of “key contractor” in the contract was that it was not guaranteed
that TRE would carry out ail of the work on assembly and maintenance.
After some coaxing under cross-examination Gama agreed that there was

no clause in the contract which secured TRE doing all the local work on

308

engineering, assembly and maintenance.®* He accepted that there was no
guarantee that TRE would carry out any work as a matiter of certainty. *7 |n
fact TRE had to go and negotiate with the STS/EMD foint-venture, cap in
hand as it were, to try to secure some of the assembly and maintenance
work in relation to the 50 locomotives which the contraci envisaged would
be assembled in South Africa. Therein iaty the failure to comply with the

board resolution.

It was cormmon cause that with this contract in hand, STS proceeded to sat
about establishing an engineering assembly works at the Iscor premises.
The STS engineering works was in direct competition with the work

performed by TRE.

* Bundle D1, page 148
*f Gama, pages 31-33
Gama, page 26 Py
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309 Gama had no authority to conclude the 50 like new contract other than the
authority delegated to him in terms of the board resclution. The evidence
also established that it was not cpen to Gama to delegate his
responsibilities in regard to ensuring compliance with the board
resolution.™  Clearly therefore, his authority was subject to ensuring

compliance with the condition contained in that resolution. Gama failed 1o

ensure such compliance.

310 The question which arises is whether Gama's fallure to comply with the
board resoiution was negligent or whether, as was contended for by
Transnet, the probabilities establish that he wilfully disregarded Transnet's
intentions as contained in the board resolution and which he clearly

tunderstood.

311 In support of the submission that Gama wiltully sought to circumvent the
import of the board resolution Transnet relied on the following facts and

circumstances.

311.1  After the board resoived in the first {February) resolution that TRE
would carry out the work, Gama specifically advocated the inclusion
of STS in the joint-venture in his memaorandum of 11 Aprit 2007.
The basis on which he sought to do so was with a proposed wording
being that “The condition for above approval is that EMD would work
with  Transwerk (now TRE) during the manufacturing  and
maintenance of the locomotives. "3 {(undetlining added). This would
have had the effect that it would permit STS/EMD to perform the
work which the board expressly wanted TRE to perform and would
potentially permit STS to establish itself as a major competitor of

TRE.

348
Oatss page 93 -
*? Bundle C, page 59 j f
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Gama's version that the intention of his proposed rewording of the
resolution was merely to secure that STS could be a counter-p.arty
to the contract and was not in order that estimates perform the wwork,
Is possible, but the inaccurate wording of his proposed amendment
clearly raised alarms at the time for the other executives involwed,

who accordingly refused to adopt that wording

Gama signed the contract without proper and careful determination
that the requirement of the board that TRE do the local work was

adequately captured in the agreement.

Regardless of whether Gama was aware of the terms of the
amended wording of the resolution at the stage when he signed on
1 May 2007 (the amended resolution only having been passed days
before on 26 April 2007), he was certainly clearly aware of the
import and intention of both Exco and the board in relation to TRE

doing the local assembly and maintenance work.

Gama then entrusted the implementation of the 50 like new
agreement o Mr. Percy Mosweu Generai Manager: Engineering
TFR. Gama failed to himself monitor the implementation of the
agreement in such a manner so as to ensure that the condition that
TRE do the work was complied with. In this regard it was pointed oyt
that Mosweu was later shown to have an interest in STS which was
in conflict with his duties as a manager representing Transnet.
Thetetts however no evidence that Gama either knew or should by
the exercise of reasonable care have discovered Mosweu’s conflict
of interest. The fact that Gama entrusted implementation to Mosweu
when the latter in fact was conflicted may be a suspicious
circumstance, but uniil the evidence links Gama by showing that he
knew of Moswelu’s position or was in cahoots with Mosweu, it
remains no more than a suspicion. As Weills I think conceded, Gama
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was pertectly entitled generally to delegate the implementation of
the 50 like the agreement to his Generai Manager Mosweis, so

nothing adverse can be inferred from his conduet in this regard.

311.6 What is also relevant is the fact that Gama failed to inform his
management team of the clear and unequivocal instructions of
senior executives of Transnet and of the hoard as refiscted in the
amended resolution in regard 1o the requirement that the TRE to all
the local work. The context of this failure is that this was a very
sizeable contract and there was only a single condition imposed by

the board,

311.7 Also relevant to this picture is the fact that Garna says that he was
not informed by his subordinates that STS was in the process of
establishing a facility in competition with TRE. This was despite his
meeling regularly with Mosweu his General Manager responsible for
the implementation of the contract. In this regard of course the fact
that Mosweu was shown to have an interest in STS probably means
that Mosweu would not have volunteered informaticn about the
establishment of 8TS’s competing facility as he would probably want
10 keep such information away from Gama. Neverthelass, Gama
failed to himself make direct enquiries. Gama did not assert that
Mosweu has misled him. On Gama's version e only became
aware of what had occurred when this was later brought to his
attention by Group executives. This occurred after Mr Vallihu the
CEO of TRE had alerted Welis (then Acting Group CEQ) to the

problem.

311.8 The evidence of Gama's lack of interest in remedying the situation
once it was realised that is STS had set up in compestition with TRE
and his failure to pursue and investigate those of his subordinates

and even legal advisers who ware responsible for having not

RN
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advised him adequately, may in principle properly be regarded s a
factor tending to show that Gama intentionally evaded compliaence
with the board resoiution. The evidence in this regard is not however
particularly convincing. It should be said in Gama's favour that the
decision to rectify the situation was really a fait accompii after thes 10
April 2008 meeting (a least until STS decided in October 2008 to
enforce the confract) and that the implementation thereof could
legitimately have been left in the hands of Gama’s subordinates. h
was also pointed out for Gama that the only outstanding aspect of
the reversal of the position was ihe contract negotiation with STS
which admittedly remains outstanding, but there is no evidence that
Gama was ever asked to conduct or had anything to do with those

negotiations.

Another factor is the letter which Gama signed on 17 October 2007
and addressed to STS as well as to EMD despite there having been
a board decision that STS should be excluded.*° Gama said that it
was an oversight. In the context of Gama’s knowledge of the board’s
attitude at the time, this is a serious oversight. The fact that this
letter was prepared by Gama's subordinates does not excuse

Gama’s negligence in this respect.

312 It was argued that Gama's conduct was consistent throughout with an
intentfon on his pait to sideline TRE in favour of STS setting up in

competition. This, so it was argued for Transnet, is the most probabie

313

scenario which emerges on the evidence,

Gama’s case is that he should be acquitted of this charge and its
alternative. It was submitted for Gama that the evidence establishes that he
obtained legal advice which confirmed that the contract gave sflect to the

3 > ama pages 26 -28 \\%?: |
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board resolution and that initially at least, Oates and his forensic team were

similarly persuaded that this was so.

314 It was pointed out that at the laiest on 10 April 2008 it was clear to all
concerned that the board resolution had not been carried out and there was
no difficulty in establishing that Gama had signed the contract which failed
to implement that resolution. In fact, the situation was reversed and the
work reverted to TRE by about July 2008 as was evidenced by a glossy
marketing brochure produced in evidence.®*' It was contended that as at
10 December 2008 according to Oates there was absolutely nothing to
implicate Gama. It is argued that this situation changed in December 2008
or January 2009 foliowing the obtaining of a legal opinion a copy of which
was not made available by Transnet, despite two the other legal opinions

having been produced.

315 Gama submits that he relied on the legal advice which he obtained from the
TFR legal department and on his version also from the Group Legal
department. In fact Sicheka of the TFR legal department did furnish some
legal advice. Sicheka’s explanation as to how the board resoiution was
complied with satisfied with the investigators at least until legal advice was

obtained.

316 it was submitited that as the CEQ of a very substantial organisation Gama of
necessity had to rely on his subordinates and could never have negotiated
and exeeuted the contract on his own. it was submitied that Gama’s
explanation as to why he acted as he did and relied on ihe advice he
obtained ' does not justify the conclusion that he failed to accept

responsibility.

¥'  Bundie ¢, page 434 .
A .
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317 Belore signing the 50 like new contract Gama was required in terms of the
Transnet policies to obtain prior advice from the relevant Legal Services
depariment.®? The evidence is not clear as to whether in this case that
requirement meant that the advice had to be obtained from the Group legal
department or the TFR legai department. In fact the Group iegal departmeent
probably played no role in the drafting of the contract ®® Although the
Group Legal staff were copied on various e-mails which contained a draft of
the contract they stated that they were not ever requested to look at and
review those contracts or the final contract.®® It was Shiceka in the TER

legal department who in fact advised Gama in relation to the contract.

318 McMaster said that Shiceka told him that she was however not aware of the
board resolution.’*®  Mscupye, also of the TFR legal deparment, did
however know about the board resolution. Msoupye was intimately involved
in drafting the agreement and fiaising with Shiceka. The advice given to

Gama was however channelied through Shiceka, %

318 McMaster said that he asked the Group Legal executives, including Kahla,
why it was that they had been copied on the e-mails with the draft contracts,
but there was no explanation for this. These were draft contracts in the
course of the negotiations and Kahla said that they were never requested to

review the final contract and the contract was never finalised 5"

320 Gama’s answer to the allegation that he faifed to secure a wording in the
contract whereby TRE wouid perform all the local work to the exclusion of
STS was that prior to his signing the document he was advised that the
document was with the Group Legal apartment and was further advised by

2 Bundie A2 page 154; page 21 of the Framework document

i McMaSter, page 108
McMaster page 109
%% MicMaster, page 132
%8 nfcMaster, page 132-3
%7 McMaster, page 109 —
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the executive officer for the contract, Mr. Moswey General Man ager
ngineering TFR, that he could proceed with the signature of the
contract.** Mosweu has since been disciplined for his conflict of interests

due to his interest in STS and resigned from Transnet during that

process, 3

Gama said that there had at an earlier stage been discussions with lega) on
the manner in which the terms of the board resolution would be met in the
contract. There had been some debate aboui the problem of Transnst
contracting with itself in the form of TRE. Defining TRE as a “key contactor”
was the method adopted of securing TRE's position in doing all the local
work without passing the risk of non-performance or of late delivery back to
Transnet.®  This Gama described this as what he understood was the
‘elegant way” provided by the legal advisors.®® Gama said he hag
previously and long before the time of signature discussed the relevant
clauses with legal advisors in the TFR tegal team and Group Legal and he
was satisfied that they had applied their minds to the issue.®2 However the
issue which Gama identifies as that which he was given advice on was “the
Issue of securing TFR's participation without passing on the risk of non-
performance or iate delivery back fo Transnet.™ That is consistent with
what Sicheka told investigator McMaster — namely that she had advised on
that issue and on the EMD guarantee — but had not advised on the issue of
ensuring that the contract be worded so that TRE would do alf the work as

per the board’s condition,

322 Asked in cross-examination whether he had checked to ensure that the

358

contract contained a clause which stipulated that TRE would carry out ail

Bundle D2, page 11 paragraph 2.29

5% singh, page 43
Gama page 25-26
Gama page 27
Gama page 26-27
¥ Gama, page 26
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engineeting and maintenance work, Gama avoided any direct answer to the
question saying only that there was a clause in terms of which TRE was

defined, 34

(Gama maintained that he had no motive to change. or interest in changing
the board resolution,®® which assertion contradicts the fact that his
memorandum of 11 April 2007 sought to alter the resolution, but he
maintained that the intent was always that TRE would do the work3%® and

he said his understanding was that TRE was preparing to do the work.

The tompany bears the onus io establish wilful conduct on Gama's part.
There is no real dispute about the fact that prior to his signing the contract
Gama bad approached and interacted with the in-house legal advisers at
TFR in regard to aspects of the contract. Gama maintained that he
accepted that his advice for those legal advisers was 1o the effect that the
board's requirement that TRE perform the work was met in terms of the
contract.  Actually that appears to be wrong in that he was not ever
specifically advised by Shiceka that the requirement in the board resolution
had been met in the contract wording. The investigators ascertained from
the in-house legal advisers that they had offered advice on other aspects of
the contract but not specifically on that aspect. Thal hearsay evidence was
not confirmed at the disciplinary hearing by testimony from any one of the

legal advisers at TFR.

Wells said that it was not sufficient for Gama to have satisfied himself that
the relevant legal advisers were copied on e-mails with drafts of the
agreement. He said that if Gama wanted to rely on their sign-off he had to
specifically ask them to consider particular aspecis of the contract and
obtain specific sign-off on that aspect so that he could be sure that the

asf (3ama, page 27
** Gama, page 28
%% Gama, page 28
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material issues had in fact been considered by the legal adviser. In ¢ ross-
examination however Wells had to concede that there was no such olicy
requirement in regard to sign-off procedures within Transnet. In the end
therefore Wells” evidence on this aspect can be put no higher than that it
was a practice followed by some within Transnet and may be the rmost
advisable practice, bui it cannot be said that Gama's failure to obtain
specific sign-off was irregular or that it was in breach of a practice required
in Transnet. Wells is no doubt correct that it was unwise for Gama not to

obtain specific sign-off, but and that is with the wisdom of hindsight.

The crucial question is whether it can be said that the probabilities that
when Gama signed the 50 like new contract he did so with the conscious
realisation that the wording of clause 7.5 read with the definition of a “key
contractor” and the fact that the collateral agreement in the form of schedule
5 was missing, or whether he was merely negligent in this regard and
believed that the decument which he was being presented with to sign had
been approved by the refevant fegal advisers and properiy prepared by his
managers within TFR. While there are certainly grounds for suspicion as to
Gama’s intention and state of mind when he signed the contract - basad on
the probabilities of the surrounding circumstances relied on by Transnet as
set cut above —was intentionally to promote STS. Te make a finding that
Garna acted wiltully in this regard it is necessary to infer from those
circumstances that it is more probable that Gama intentionally sighed the
contract knowing that it failed to secure the work for TRE than that he did so
rerely ignorantly. If all that can be inferred is that that he did 80 meraly
because he failed to understand at the time of signing the full import of the
contractual provisions properly construed with the contract being read as a
whole, including having regard to the missing schedule — then. he may be

negligent, but that is not wilful conduct on Gama's part.
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The principles applicable to drawing such an inference on the civil stanclard
have been set out above under the GNS contract section of these findings

and apply similarly here. it is not necessary o repeat them.

In the light of the undisputed evidence that later, once the fact of STS
having set up an assembly plant in opposition was realised and then
rectified, other Transnet managers and executives and the internal audit
investigators who were tasked with investigating the irregularities all
laboured for a considerable period of time under the misapprehension that
ferms of the contract were not so much the problem as the manner of jts
implementation, it carnot | think be said that on a reading of the contract by
a lay person - such as Gama was - it would have been unequivocally and
blindingly obvious that the contract failed to secure the local work
exclusively to TRE. Put otherwise, it is not so improbable that Gama would
have realised this failure in the terms of draft cortract whichh had been
prepared for him to sign, and about which there had been at least some
previous discussions involving the relevant legal advisers, that he must on
the probabilities necessarily have realised that what ho was signing failed to
comply with the board resoclution. That is 80, even if, @s | have found abovs,
of the probabilities that the subject of the legal advice was rot pertinently
the question of whether or not the contract provided that only TRE would do
the work. it follows that Transnet has failed to prove on a halance of
probabilities that Gama signed the contract wilfully in the knowledge that
and with the intention that STS rather than TRE would perform the work,

it does not however follow that Gama was not negligent in failing to ensure
that the condition that TRE perform the work was embodied in the terms of
the contract. The next question to be determined is whether Gama' conduct
in signing a contract without securing compliance with the board resolution

was negligence and constitutes negligent misconduct.
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330G This was an imporiant contract for a significant amount of money. The
hoard had laid down only one single condition and had tasked Gama with
execuling the contract. He should in the circumstances have taken
extraordinary care to ensure that he captured the import of the conditicn in
the contract. This he failed to do. On his own version Gama failed {0 read
the 50 like new contract and make himself sufficiently aware of its conteni
and implications in order to ensure compliance with the board resolution.
There is no doubt that Transnat has established that Gama was negligent in
failing to secure a contract in terms which provided for TRE to periorm all
the focal work even though he had conferred with his legal department on
some aspects, but not on the critical aspect of compliance with the board

resolution. This negligent failure does constitute misconduct.

3317 Having reached the conclusion which | have on this charge, it is
unnecessary to consider the alternative aspect of this charge, namely

whether Gama’s conduct also constituted poor performance.

Conclusions

332 In conclusion therefore on this charge | find that Transnet has failed to
establish on the probabilities that Gama wilfully signed the 50 like new
contract in the knowledge that according to the terms of the contract aTs
would perform the local work rather than TRE. Transnet has however
established that Gama was negligent when he signed the contract without
securing the work to TRE as specifically required by the board resolution

which he was tasked to implement.
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Lharge 4 : UNWARRANTED CRITICISM OF TRANSNET EXECUTIVES
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The essence of this charge is that Gama has either directly or throughy his
attorneys during the course of the investigation and the High Court
proceedings, and more recently made statements critical of the motives,
conduct and integrity of senior executives of Transnet and members of the
board which were unjustified and unreasonable and calculated 1o cause
harm. It is also contended that they indicate an irretrievable breakdown in
the trust relationship between Gama as the CEOQ of TFR and Transnet.

Transnet contends that Gama's conduct in dealing with the allegations
against him and in particular his wide-ranging attacks on agenis and
officials of Transnet during his attempis to ward off the enquiry, and his
use of the public media in making these attacks, constitutes unwarranted
conduct that is in itself destructive of the employment relationship and for

this reason is to be regarded as misconduct,

Gama testified that he did not believe that his conduct as set out in this
fourth charge means that his relationship with Transnet had irretrievably
broken down.*® He indicated that he is prepdred to apologise to Mr Wells
the Acting Group CEC (who was the target of numerous of these

statements) 'and"s_aid that he can work with 'Wéiis.

Before considering the merits of this charge it is apposite to set out the
detail of some of the criticisms made by Gama and on which Transnet

relies and Gama’s testimony in relation thereto.

Gama’s attitude was initially displayed during the interview conducted by
Madhav when, as set out above, Gama stated that the discussion which
they were having wherein Madhav was questioning him about his authority

*" Czama, page 48
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and the terms of the confinement in relation to the GNS contract were *
discussions that we tend to have here, are really just discussions that are

aimed by others to cast aspersions on my integrity and I am not goimg to

allow that "%%®

Many of Gama’s statements were aimed at Mr. Wells. Gama brought a High

Court application against Transnet and various Transnet executives, =

including Wells. Wells referred to various passages in that application in
which Gama under oath made allegations against Transnet and its
executives. These included allegations that Weils was conspiring to scuttle
Gama’s chances of being considered for appointment as the Group C hief
Executive (“GCE"); that the timing of the notice by Mr Maharaj was not
coincidental and was deliberate with a view to casting a cloud of suspicion
and doubt over Gama’s appointment as GCE and that the purpose of taking
disciplinary action was to prejudice his chances of appointment. Wells
denied any conspiracy on his part. He pointed out that he had no power to
determine or influence the appointment of the GCE. He was not the persan
who had decided to issue the notice of disciplinary action as that was
issued by Mr. Maharaj Group Executive : Human Resources. Wells said
that the disciplinary action against Gama was not taken lightly and
moreover it was not Wells’ decision to initiate such action. Effectively this
was driven by the Transnet board afier two external legal opinions had

recommended disciplinary action.

Further allegations by Garna in his High Court affidavit claim that the
disciplinary process was unlawful and unfair and was motivated by an
altempt to prejudice his position and to pursue false allegations against him
when he was not responsible for the difficuities which had arisen due to the
shortcomings of Mr. Wells.®®  Gama further alleged that the disciplinary

*® Bundle D1, page 101
*¥ Record, page 45

326



166

action had been initiated specifically with the ulterior purpose of prejudi cing

his prospects as a candidate for GCE.

340 The High Court application was unsuccessiul and the court found that there

341

342

was no indication of any prejudicial behaviour by Wells against Gama,

Reference was aiso made to the contents of a laiter dated 31 August 2009
frormn Gama's attorney Mr Langa to Mr. Philip Hourquebie, the CEOQ of Ernst
and Young®® in which it is altleged on Gama’s behall that Ernst and Young
“continues to be a ‘conspirator’ against Mr. Gama on many issues which
should be raised with Mr. Gama as internal auditors but they are instead
raised by Chris Wells... and Gama’s CFO Nick Thomson™"" The same
letter refers to Emst and Young as having abandoned its internal audit
responsibilities to Gama “by participating in an investigation and a witch-
hunt and his Cabal against Mr. Gama....®” Wells dismissed these

allegations as nonsense.

In a turther letter from attorney Langa dated 31 August 2002 to Maharaj
concerning the suspension of Gama the allegation is made: “Mr. Weliis
stands to benefit, directly, from the fabrication in that he hopes to concas!
the massive financial cost that he caused Transnet io suffer when he made
a hasty and unsubstantiated decision when he ordered STS to move thejr
assembly from Iscor to Transwerk at the cost of Transnet™"® Wells denied
that this statement was factually correct. He said that the decision referred
to was the last thing that he benefited from and that it was anything but a
hasty and unsubstantiated decision. The decision was not one taken by him
in isolation as it was a massive strategic decision, but that Transnet had no
alternative but to do this in order to complate the process and abide by the

" Bundie F, page 14

o , Bundle £, page 15 paragraph 6
Bundle F, page 15 paragraph 7
“ Bundle F, page 18 paragraph 7
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board resolution which required TRE to perform the local assembly and

maintenance work rather than for STS, a competitor, to do the work,

In the same letter Gama's attorney states in relation to the decision to move
the assembly works that “This dscision was bnnecessary as STS could
have built about 10 locomotives at Iscor and buili the remaining 40 #from
Transnet’. Wells stated that it was highly unlikely that STS had the
capability to perform the work even in part, as it had run into enormous
problems. However, as he pointed out, the key issue was in any event not
whather STS was able to perform the work but was the fact that STS was
ware in terms of the board resolution precluded from doing the local work

which was supposed to be done by TRE,

A further allegation is made in this letter that the timing of Gama’'s
suspension by way of letter on 24 August 2008 was no coincidence and “/t
reflects a sinister and mala fide attempt to subvert the candidacy of our
client for the group CE position."”"* Wells testified that the issuing of the
disciplinary notice on 24 August 2009 was simply following the process that

had been set in motion by the board.

Later in the same letter the statement is made: “The information at r,
Gama’s disposal shows that “information” of this default was obtained in the
course of malicious skulduggery against him that was aimed at prejudicing
Mir. Gama’s candidacy for the position as GCE or so as to prefer Mr. Welis’
candidate and in so doing discrediting Mr. Gama, at Transnet's expense,
which is by itself a much more serous form of misconduct than any alleged
charge against Mr. Gama."™ Wells denied the allegations of malicious
skulduggery either by himself or the board or any other execitive. Waells
stated that he did not have a preferred candidate that nobody sought his

** Bundle F, page 20 paragraph 9
** Bundle F, page 23 paragraph 25
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opinion as to the candidacy and his opinion would in any event have haci no

import.

The next paragraph of the same letter questioned the conduct of Ms.
Ramos the former Group CEQ where it was stated that “The investiga tion
launched by Mr. Wells therefore essentially brings the responsibilities of the
recently departed GCE and Chairman of Transnet inte question, and not Mr.
Gama’s responsibifities and conduct”*™® Weils denied this, He pointed out
that the initial investigations were the result of tip-offs launched not by him
or by Ramos and that once TIA had tabled its internal forensic reports in
February 2009 the further investigations and disciplinary processes sim ply
took their course. Wells also pointed out that TIA has no power to decide
on disciplinary action which remains the responsibility of the relevant
execulive within Transnet once the reports have been made by TIA. |
would add that if a TIA report indicated serious misconduct and the relevant
executive failed to institute appropriate disciplinary steps, such executive

could himself be criticised or even disciplined.

In a letter of 27 November 2009 to Maharaj attorney Langa on behalf of
Gama conveyed his belief that the request to return his laptop and to have
his office computer investigated by Transnet was “a measure to fabricate
further aflegations as to the current charges against him..” %"  Wells
denied that there was any fabrication of charges or that there was an
attempl to trump up a charge as afleged later in the same fetter. He
regarded these aliegations against Transnet as not only being nonsense but
also constituting serious allegations against Transnet.”® Weils testified that
the statements in this letter were totally unfounded and said that these were
slatements made in relation to an executive controlling the disciplinary

%% Bundle F, page 23 paragraph 26
" Bundle F, page 73 paragraph 1
*® Bundle F, page 73
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process and undermined Transnet, including the audit process, the intexgrity

of its executive employees and ultimately the board.*™

348 In a letter dated 8 December 2009 by atiorney Langa to attorney Todkd of
Bowman Gilfillan®® various further allegations are made including that
Transnet “... went shopping around for a legaj opinion that would tell them
what they are currently doing after the first major law firm advised Transnet
that their intentions to convert the internal audit report procedural findings
into this farce will nof meet the approval of the law.”*®' Wells denied
shopping around from attorney to attorney for advice. He was aware of only
two legal opinions, namely that taken by the chairman of the board from
attorneys ENS and the opinion obtained from Bowman Gilfillan. The
evidence did however establish that there was a third legal opinicn®®? which

was not produced at the hearing.

349 The same letter referred to “a desperate attempt by Transnet to iflegally gain
access into Mr. Gama’s computer files and information when they knew
very well that they could have spoken to him for his consent or talk to ys®. %3
Welis commented that taking control of computer files, laptops and desktop
computers was a normal process in the course of disciplinary activity and

would occur with any emplioyee in a similar posiion.®*

350 This letter aiso refers to “a frail of unlawful invasion of privacy, viciation of
fis right to be treated fairly by Transnet and the destruction and non-
complianice of cotporate practice and governance with the intent to pursue
the misuse and abuse of process law in order fo deny Mr. Gama his legal

% Record page 57

¢ Bundle F, page 80

®! pPage 80, paragraph 2
- McMaster, page 137
** Page 80, paragraph 4
% Record page 59
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right to be treated fairly by Transnet’ *° Walls denied that there was any
violation of Gama’s rights and misuse and abuse of the law to deny him his
rights. Indeed, the present disciplinary enguiry is an opportunity for Gama to

defend himself before an independent tribunal.

in a further letter of 15 December 2009 by attorney Langa to Bowrnan
Gilfillan reference is made to “Transnet's frustration and desperation to
break the law at every available opportunity”®® Wells did not know what
was being referred to here but was not aware of any attempt to break the

law and said that this was a preposterous allegation.

Wells testified that these ailegations levelled against and Transnet and
himself other Transnet executives were untrue and burtful. He pointed out
that these statements had to be seen in the context of (the undisputed
evidence of) the tip-ofis in relation to both the 50 like new and the security
contract being the origins of the investigations. The process of initiating and
conducting the investigations inte Gama's conduct involved Ramos’
decision to pursue the investigations and ultimately was piaced before the
board which decided to pursue the matter. The board then tasked Welils
with that responsibiiity of executing the process. He did not initiate the
charges.® Later Wells passed the matter to Maharaj Group Executive HR
to take the process further in the form of a disciplinary enquiry. According
to Wells this entire process within Transnet was an open one and ari
attempt to get to the right result. There is no reason not to accept this

evidenca.

Wells testified that these statements had a profound effect on the
relationship between Gama on the one hand and Transnet on the other. He
said that there was a loss of trust in Gama who was frying to bring Transnet

38{' Bundie F, page 81
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inte disrepute, making false accusations against the board and making false
allegations against Wells. Wells testified that Gama’s statements had
prompted the Chairman of the board to ask TIA to review the allegations
which were found to be without substance. This showed a total breakcdown
in the relationship between Transnet and Gama, particularly foliowing his

suspension.

Wells said that it was highly unlikely that this relationship was retrievable
given that many of these comments were made on public record and
undermined the board and Transnet executives as well as the disciplinary
process and TIA. Wells found it very difficult to see how the relationship

between Transnst and Gama could be restored, 3

Finally, Weils testified that when sericus allegations of misconduct such as
those in relation to the GNS security contract and the execution of the 50
like new contract were brought to the attention of a Divisional Chief
Executive Officer Transnet would expect that executive to investigate and
explore the solutions, and if there is evidence of wrong doing to take action.
This Gama had failed to do both in refation to the GNS contract and the 60
like new contract.”™ This contributed to the breakdown in the relationship

according to Wells.

Gama pointed out that the 50 like new charge concerning the non-
implementation of the board resolution related to conduct which had been
identified 15 months previously in April 2008, so the obvious question was
why was this charge raised at that late stage — with the Madhav and
McMasters reports going to Ramos on 12 Februsry 2009 and Gtama being
charged on 24 August 2002 and suspended on 1 September 2009. Gama's
case is that it these statements reflect a normal and understandable

%8 Page 63
** Record page 565
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reaction on his part in circumstances. The circumstances were that he was
one of the five short listed candidates for the Group CEO position and
interviewed a few days before the board meeting of 13 February 2009. He
had the expectation that he may get the position. He had significant suport
both inside and outside of Transnet. Gama contended it was
understandable that he should be upset at his suspension when he krmew
that he had significant support and he also knew that in 2007 he had signed
the 50 like new agreement which had difficulties, but that these had been
sorted out. It was put to Wells that whether he was able to influence Gama's
prospective candidacy or not, charges of this nature would not advance
Gama’'s candidacy. Wells answered that although he was not part of the
relevant board meeting, he had been advised that the chairman had said
that the charges were not to be taken into account and were only deali with
after the decisions relating to the prospective CEO had been made. % Wells
denied that the difficulties relating to the 50 like new contract had been
sorted out and pointed out that the contractual relationship with STS was
still in the process of being sorted cut. Gama maintained that it was normal
for him to have asked: “Why are they charging me now when this happened
18 months ago?” and to infer that the charges and suspension bore some

reiationsh!p to his application for the position of Group CEQ.

357 In addition Gama referred to the fact that in March 2009 there were rumours

that he was under investigation. He approached the then chairman of
Transnet, Mr Phashwana who denied that he was under investigation, 3
Sometime after the investigators’ 8 Apritinterview and before 11 May 2009
when Gama met with Wells and was told that he was under investigation,
Gama was then informed by Mr Dube, a businessman whom he knew,
about the conversation which he said he had unexpectedly overheard at the
Park Hyatt Hotel on 21 March 2009, The gist of the conversation which

380
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Dube said he overheard was that four men — twe of whom Dube knew and
identified as Wells and Mr van Niekerk - had a discussion about the fact that
if Gama intended to become the Group CEQ they would do everything in
their power to make sure that he did not.>* Gama said that what he st ated

in the court application papers was because he was under pressure and

angry at what was going on.

Gama said at the hearing that he was prepared to apologise to Welis and
would have a discussion with-Wells about-the allegations he had made

against him. He said that he could work with Wells in future.

Gama conceded that the accusations which he made against Wells were
setious.®® He also accepted that he had never approached Weils to
discuss the matter with him before accusing him in public of a serious
conspiracy.* His explanation was that he feilt he was being persecuted 3%
Gama accepted that he had acted unfairly towards Wells by making
accusations in public against him without first giving him an opportunity to
deat with them and accepted that with the benefit of hindsight and being

“able to reflect on the matter he would have done things differently,%®

It was argued for Mr Gama that it is not necessary to decide whether or not
o accept or reject the evidence of Mr Dube concerning the conversation
which he overheard at the Park Hyatt. That is correct as the issue is really
Gama’s state of mind. Dube said one of the persons involved in the
discussion which he overheard was an Indian man possibly by the name of
Bret Maharaj.*"’ Mi Pradeep Mafiaraj, Group Executive Human Resources,
was consequently called to testify about the incident which Dube overheard

%2 Gama, pages 71-73
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as ha was of Indian origin, Maharaj said that he did not participate in the
selection process for the Group CEQ and denied at any stage having a
conversation in which the merits or demerits of the candidates for the
position were discussed. He also denied ever having been to the Fark
Hyatt Hotel. Under cross-examination he did accept - hypothetically- that it
was possibie that the three executives of Transnet could have made that

the hote! on 21 March 2009 which was a pubiic holiday.3%®

361 it was not disputed by Gama that the various comments made in the court
application and in the correspondence and elsewhere as set out above had

never been made or should not be attributed to him.

362 In argument on behalf of Mr Gama was submitted that a relationship of ifr!;,};sf."
was still possible there being no evidence that anyone would not be ab}i& tor
work again with My Gama and in the light of his preparedness to apologise
1o Wells. | was urged to view Gama’s comments in the fight of the'
circumstances which prevailed and the explanations given by him. it was
contended that his suspicions that there was more to the charges than a

simple disciplinary process were not unjustified and unreasonable.

363 For Transnet it was argued that Gama's conduct was unwarranted,
destructive of the employment relationship and should be declared 1o be
misconduct. The charge alleges that these slatements are indicative of an
irretrievable breakdown in trust relatienship between Gama and Transnet®®®
and indeed both parties made submissions addressed to thal aspect, which
in my view is an aspect that goes to the question of sanction which is not
presently the subject of consideration in these findings. The fourth charge
howsver also refers™ to Gama's criticisms having resulted in a situation of
incompatibility between him and Transnet and its leadership. This charge

% pages $0-92
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also refers to Gama’'s statements having been calcuiated to cause harm to
Transnet, and that they were not justified or reasonable for him to ma ke in
the circumstances. ™’ The Transnet Disciplinary Code sets out exampl es of
disciplinary transgressions for which disciplinary action may be taken.
Included under “Primary Offences” are the following which are relevant:
“Gross insubordination or setious disrespect, When an empioyee, at any
time, acts in a defiant or provocative manner towards a person of autfrority
in the company; and insulting behaviour." In these findings what must be
considered is whether Gama's statements constitute misconduct as

envisaged by any of these categories of primary offences.

it may be so that Gama thought he had reason to believe that Wells and
other Transnet executives were conspiring against him to ensure that he did
not succeed in becoming the new Group CEO. No such conspiracy has
been proved. Gama was no doubt suspicious, but those suspicions have
not proved to be justified and 1 do not think that they can be regarded as
reasonable suspicions. A reasonable person.in Gama’s position would not
in my view have been prepared to utter the criticisms which he did, some in
public and othérs in correspondence, unless he had certain evidence in

support of his claims which it appears Gama did not have.

365 The statements are critical of Wells in particular, but also infer a wider

criticism of Transnet executives and arguably even of the Transnet board

for having an ulterior motive and conspiring in preferring the charges
against Gama. These are serious allegations and allege dishonest conduct.
This constitutes serious disrespect and gross insubordination insofar as
criticisms were made of Wells who was then the Acting Group CEO.
Ceriain of the criticisms aiso constitute insulting behaviour and conduct
which is defiant and provocative of persons in authority. TIA was criticised
as was the previous Group CEQ, the Chalrman of Transnet and Transnet in

o it
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general. The fact that Gama is belatedly prepared to apologise to Wells and
discuss the issues with him whilst perhaps geing some way 1o resolving
their personal differenceé, but does .not constitute .a reason why  this
conduct should not be ,régarded as being misconduct as defined in the
Transnet Code. In my.view Mr. Gama averstepped the. mark with his
trenchant criticism which impugned the honesty of Wells and other senior

exgaulives,

For these reasons | find- that Gama is guilty of misconduct under this

charge.

Transnet's delay in instituting the disciplinary proceedings

367

368

368

Clause 6.2 of the Transnet Disciplinary Code deals with the disciplinary

process and provides that:

"6.2.1 A disciplinary hearing must be held as soon as possible after
the commission of an aileged offence.

6.2.2 Transnet must endsavour to hold the disciplinary enquiry as
s00n as possibie after it has finalised its investigation into
the conduct of an employee. While Transnet wifll make every
effort  to ensure that discipline is  implemented
contemporaneously with the offence allegedly commitied by
the employes, it is recagnised that ceriain investigations will
fake longer to complete and that it is hot always possible to
bring disciplinary proceedings contemporaneously.”

Faor Transnet it was submitted that the present case falls within the category
of cases for which provision is made in clause 8.2.2 which recognises that
there may be inevitable defays in instituting disciplinary nroceedings. It is
worth emphasising that the starting point for determining whether there has
been an unacceptable delay as envisaged in this clause is the date at which

the investigation into the conduct of the employee is finalised.

Gama was charged with misconduct on 24 August 2009 having first been
informed on 11 May 2009 by Wells that he was formally the subject of an
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Investigation in relation to beth the 50 like new contract and the GNS

sacurity contract.

In relation to the 50 like new contract the fact of Gama’s having failed to
compily with the board resolution was established in about March 2008 and
certainly by 10 April 2008. On 10 April 2008 a meeting was arranged for the
purpose of discussing the update on progress in the 50 like new contract
implementation. The progress to be reported on at that meeting was an
update on how many locomotives had been manufactured as the contract
had been awarded almost a year earlier on 1 May 2007. The meseting was
not a report on the progress of any investigation. It was attended by senior
executives, including representatives of TRE. Mr Wells then Group CFO
had by then ascertained that the board resolution had not been complied
with so he attended thal meeting, raised that point and said that Transnet
had an obligation to rectify the contract to ensure that it was in line with the

board resolution. All parties present, which included STS and EMD, then

agreed that this would be done.*” At that time the relevant Group

executives knew of the facts underiying the complaint against Gama that he
had fajled 1o secure in the 50 like new contract the board’s requirement that
TRE perform ail the local work. That was already an accepted fact in the
investigation which did not require further investigation as to whether or not

there had been non-implementation of the board resolution. **®

it was conceded In argument for Transnet that there was a significant delay
from that point in April 2008 untif the time when the investigators conciuded
and recommended that charges be brought against Mr Gama in relation to
this issue. The McMaster forensic report by TIA which recommended that
action be taken against Gama as the signatory to the 50 like now contract
was concluded and handed to Oates and also to Ramos the Group CEO on

“® Qates page 57
9 Dates page 108
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12 February 2009. That was some 10 or 11 months after it was known that
Gama had concluded the contract without ensuring compliance with the

board resclution.

The 50 fike new investigation

372 The investigators explained the delay in investigating the 50 iike mew
charge some detail. In summary, the svidence established in refation to the
circumstances of this delay is as follows. It is not set out strictly in sequence
as the various witnesses all had different input relevant to the delay issue,

373 Wells testified that the Transnet Chairman Mr. Phaswana came to him with
the first tip-off document which related to the 50 like new iocomotives which
was received via the Minister of Public Enterprises on 5 February 2008, 404
Ramos was away at time, Wells handed the document fo the TiA team and

asked them to investigate.

374 Oates testifisd™ that when TIA received the call case in relation 1o the
locomotive tender he needed io identify and authenticate as quickly as
possible the nature and ambit of the allegations. The first step was 1o
determine who was alleged to be involved and in this process & detailed
CIPRO search was conducted which identified a number of entities.
Probably 20 companies were involved with some 100 directors all
interfinking. This took some time to investigate and understand. Wells said
that later during the course of the investigations he attended a meeting at
which a detailed chart was shown depicting corporate structures, owners
and registered shareholders and directors of various related companies in
relation to the 50 like new and 212 locomotive procurement processes. At

““* Bundle D, pages 1 - 3
“ Page 49
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| one of those meetings Gama was present. Wells testified that this wa.s an
extraordinarily complex investigation and that the diagram depicting the
! various interrelated entities and individuals apparently involved was a real
spider web. TIA had to wade through the various corporate records and
there was a large amount of work o be done in this regard. This took & iot

of investigation time to get to the bottom of what was occurring.

375 At the 10 April 2008 meeting already mentioned above all the parties to the
50 like new contract agreed to rectify the position. Oates’ explained that
initially the focus of the efforts of all concerned were to ensure that the
situation was rectified so that the board resolution was fully complied with.
During the meeting of 10 April 2008 STS raised the issue that it had
incurred wasted costs in setting up its manufacturing facility and that those
costs needed to be addressed. It was agreed that Transnet would look at
those costs subject to their being reasonable and capable of audit. The TIA
team was thereafter responsible to perform this audit function. This also

f engaged the team’s resources.

376 Oates testified that TIA performs numerous investigations at any one time.
| The normal process adopted by the Ernst and Young team with TIA is that
update reports are prepared throughout an investigation at various stages
| where appropriate rather than at specified regular intervals. That was
simiarly the process adopted by TIA in this instance. Reclifying the
situation which arose out of the 50 like new contract involved shifting back
to TRE the locomotive manufacturing facility that had been created outside
of TRE. This entailed finalising an appropriate agreement between STS and
TRE; identifying the wasted costs that had been incurred by STS and
auditing those costs. The rectification also entailed entering Into a
termination agreement with STS which involved the Transnet fegal team.

Oates said that all this took place from about June 2008 until about October

or November of 2008.
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like new contract with Transnet's lawyers. He was then advised by the
lawyers that the contract was very favourable to the service provider. On
closer inspection of the contract Oates determined that STS was in a strong
position pursuant 1o the contract which arrangement was-in fact in cormfiict

with the board resolution.

384 Initially, Oates had accepted the explanation given to him by the TIA team,
namely that the terms of the 50 like new contract had made allowance for
compliance with the board resolution. In other words, the fact that the
board resolution had not bean complied with did not mean that in terms of
the coniract that was actually entered into the resolution could not have
been complied with. Qates conceded that from March 2008 until January
2009 the investigative team did not perform any work on dstermining
whether the board resolution had been compiied with because that had
already been accepted at a very early stage in the process in March / Apiil
2008.** Qates and his entire investigative team were satisfied with the
initial explanation which was given to them by in house legal advisers that
the 50 like new agreement was concluded in terms which permitted
compliance with the board resolution, although he qualified this by saying

that the TIA team were not legal experts,'®

385 In January 2009, on the basis that rectification would never he achieved,
Oates asked the investigation team to ascertain who had to be helg
responsible for the situation and tasked them to review the board

resolutions in detait.

386 Oates explained that the investigation into the 212 locomotives did not end
there as there were other aspects which required resolution. A deputation,
which included Gama, was sent to the United States to explain to the

408 £
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original equipment manufacturer (“OEM”) a company known as EMD what
had occuired around the procurement process. This was very sensitive
because no wrong doing on the part of EMD had been identified but ancther
unrelated tender for 100 focomotives had gone out and Transnet ha:d to
defend an attempt to interdict the awarding of this contract which was liriked
to the 212 locomotives contract. According to Qates the TIA investigators
were involved untii about March or April 2009 in relation fo the 212
locomotives contact and the court proceedings. Accordingly the TIA team
was essentially fully occupied in the defence of the interdict proceedings
from about mid-December 2008 through to mid-March 2009. in the period
dJune to December 2009 there was a lull in the investigation process relating
to the 212 locomotives as this was the period in which the senior execulives
and managers visited the USA to explain to EMD {as well as General
Electric who was the other tendering party in the process) what had
occurred.  During this luli or “interim period’ referred to by Oates the TIA
team refocused their attention on investigating and correcting what had

oceurred in the 50 like new contract.

387 This investigation into the 50 like new contract culminated in the McMaster
report of 12 February 2009. That report suggested that corrective action be
taken against Gama as the signatory to the agreemernt and was based on

legal advice which Oates had obtained,*

388 In relation to the 50 like new coniract Wells accepted under cross-
examination that Gama’s failure to carry out the board resoiution of 26 April
2007 was a breach which was known to him in April 2008. He also
conceded that when the deputation including Ramaos, Gama, Vallihu and
Wells which went to the United States in July 2008 to meet with EMD, alf
knew that Gama had not complied with the board resolution. Asked why
Gama had not been charged at that stage with failure to comply with the

A Dates page 66 i
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board resolution Wells’ answer was that a further detailed investigation was
continuing into the locomotive assembly contract and that although they
knew there was a problem with compliance they were not sure why it had
happened and who was responsible, what explanations there were for the
situation and what the full implications were thereof. Wells acceptad that
the implications became more serious in the minds of the investigators
when it became clear what the agreement was with STS.*'? Pressed as 1o
what this further investigation would have entailed other than a comparison
of the terms of the board resolution and the terms of the contract ultimataly
signed with the joint venture it became clear in cross-examination that
further investigation was not réaiiy necessary in order to establish the fact of
the breach. However the implications of the breach were what Wells kept
referring to in his answers and those implications were not clear until very

much later and did require further investigation.

389 Wells accepted that he knew as at April 2008 that the board's condition that
TRE perform the work had not been complied with but he did not accept
that the charge which Gama faced was limited to that aspect. Wells
contended, correctly in my view, that the charge goes beyond that and
relates also to the implementation of the board resolution. In this regard the
charge specifically refers to the execution of the contract. [t was then put to
Wells that to the extent that it was possible to implement the board
resolution that had occurred by July or August 2008. Wells disagreed with
this saying that the transfer of the work back to TRE had occurred by then
but that even as at the time of the disciplinary hearing the contractual
arrangements had not been concluded and were not in place. He

contended that the implications thereof could be very large or very smali but

were still unknown,*'3
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390 It was put to Wells that it was unfair to Gama that he was charged in August

2009 for the failure to comply with the board resolution in the 50 like new
contract when some 16 or 17 months eatfier in April 2008 it was clear o all
that the board resolution had not been complied with.4'* Wells acceptad
that the genesis of the charge had occurred in Aprii 2008 but pointeci out
that the ramifications thereof and implications therefore continued and only
became clear much later. Also, the difficufties pursuant to the 50 like new
contract as initially implemented with STS have not been fully resocived.

The GNS security contract investigation

391

392

393

While the primary complaint over delay in getting to the disciplinary process
slage related to the 50 like new investigation, it was never cleanly
separated out from the investigation into the GNS security contract
irregularities, and rightly so.  In refation to the GNS contract the evidence

established the circumstances of the investigation as follows.

The first indication of irregularities surrounding the GNS contract otiginated
on around 8 or 10 October 2008 when Mr. Gary Pster Head of Internal
Control for Transnet approached QOates and showed him an anonymous
letter which had been received by Ramos the Group CEQ. The letter was
date stamped 18 September 2008 and contained inter alia allegations of
irregularities regarding GNS. #t mentioned the name Siyabonga Gama and
suggested that he be interviewed.*"> The cover sheet o the letter bore a
note from Wells asking Gary Peter to review the anonymous letter and
discuss it with Qates. Wells’ note was dated 9 October 2008.

Oates then marked-up on the anonymous letter seventeen points which
required investigation in order 1o assess the authenticity of the claims made
in the letter. The letter referred to Gama in only two places, first as the

' Record pages 109 -110
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person who had brought the company GNS to Gauteng (for one or other
reason known to himj, Second, the latter suggested that Gama as the Chief
Executive of TFR be interviewed in relation to the comptaints in the letter.
Importantly, the letter did not allege that Gama had exceeded his authority

including the GNS contract.

The anonymous letter also contained allegations concerning an alleged
tape, not related in any way to Mr. Gama. Oates testified that these
allegations were taken very sefiously by the Group CEQ Ms. Ramos. The
rape aliegation was ultimately not pursued only because the victim was not

prepared to lay charges of sexual harassment. The rape allegation and the

human resources irregularities initially  took precedence in those

investigations.

After he had performed the background check on the aspects which he had
noted in the anonymous letter (and numbered 1-17 on the docurment)
Qates’ advice to Mr Peter was that he viewed the allegations as very
serious and that they required full investigation. The background checks
revealed that the allegations were faitly accurate and as a result further

work was required to determine whether the claims of irreguiarities were

unfounded or not.

On 1 December 2008 a comptlaint was referred to TIA which arose from Tip-
Offs Ancnymous which is an independent organisation contracted to
Transnet to receive on a confidential basis any complainis in relation o
Transnet. Many of these complaints are of a human resources nature and
would not be deait with by TIA. Complaints invoiving fraud or corruption or
very sensitive matters were referred to TIA. This second tip-cff dealt with
the same issues as the first but in a stightly different fashion. Tip-offs would
not necessarily be routed through a Transnet executive but in this instance
Oates said that both Peter and Wells would have known about this

compiaint in the second anonymous tip-off.
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387 On 1 December 2008 Oates received an e-mail from Walls instructingg him
to investigate allegations which were set out in an e-mail addressexd to
Ramos of 19 'November 2008 and which concemed the TFR sacyrity
depariment. Qates contacted Mr. Nick Thomson the GFO at TFR and

advised him of the issue and the need to investigate aspects regarding the

security depariment. Thomson said that he should first speak fo Gama

which Oates then did.

398 Qates then met with Gama at a breakfast meeting on 10 December at
Esselen Park. The meeting was also attended by Mr. Naicker, the Group
Forensic Manager. In broad terms Qates informed Gama that there were
three aspects to be investigated: the rape investigation, the investigation of
irregular appointment and promotion of friends and the investigation into the

(GNS contract.

399 The lead investigator at TIA in relation to the security contract investigation
was Mr. Madhav. He began his investigation into the GNS contract in early
December 2008. The investigation process was that in order to investigate
Gama's involvement i the GNS contract Madhav met with his investigating
team members, including Lenny Da Silva and Subaz Chetty to decide how
to proceed. The initial process of lhe investigation was to obtain

background searches on the various companies and entities mentioned in

the call reports to see whether they are interlinked and then to check
whether from a process point of view, internal Transnet procedures had
been correctly foliowed in terms of the DPP policy and any other policies.

Madhav himself, together with Chetty determined whether the correct

processes had been followed and approached and interviewed persons in

the TFR securily department. They first approached Mr. Khanye who was
the Contracts and Admin Manager in the security department and therefore
in possession of the relevant documentation. That was in early December

2008. Khanye provided the investigators with a file which contained the

signed GNS contract, the GNS confinement motivation, the GNS \I
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confinement document which had served before HOAC as well as soms e-
mafls. The GNS contract was the formal contract which Mr Ferntead had
sighed in June 2008. Mahayv testified that the GNS confinement docurnent
would have been obtained from Khanye by the investigation around 2arly

December 2008 by one of the investigation team members.

400 Madhav pointed out that the GNS confinement maotivation and GNS
confinement request to the HOAC both contained references to an open
tender that had been cancelled. The investigators therefore had to obtain
those tender documents to investigate what tender process had been
foliowed. Madhav pointed out that the matter was not straight forward given
that without a review of the documents of the previous process it was not
possible to say whether Gama had exceeded his delegation because there

could in fact have been an open tender process.

401 As of 10 December 2008 the investigators were not aware aof any
allegations of misconduct against Gama. Madhav testified that as he was
relatively new in the TIA he would not have known Gama's authority without
examining the DPP and Delegation Framework documents but that in
around December 2008 he would have ascertained that Gama had
exceeded his authority on donfinement. Madhav said that on 15 December
2008 he had discussions with Messts. Singh and Petit*'® which confirmed
what their investigation had already established, namely that Gama had
apparently exceeded his authority in approving a confinement in excass of
R10 million.*”  Certainly by the end of December 2008 thersfore they had
examined the contract with GNS and knew that it excesded Gama’s
authority, knew that this was serious and that legal advice had to be
obtained.*'®  Madhav said that given that Gama was a very senior

employee they had to be very sure of an allegation that he had breached

S—
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his authority on confinement before recommending that any steps be taken

against him.

In about January 2009 Qates had a face-to-face meeting with Ramos at
which he expressed his concemn about the signatories to the =3NS
contract.”’ (Oates testified that he gave no feedback to anybody ory the
board or at the level of the Audit Commitiee save that to the latter
committee he mentioned that there was an investigation taking place

around the focomotives contract and the security contract.)

Madhav concluded his investigation towards the end of January 2009 and
thereafter it took a few weeks to settle some cutstanding matters in relation
to that investigation.*”® His report on the GNS contract was handed 1o

Oates who in turn handed it to Ramos on 12 February 20089.

The Graup CEQ Ramos was leaving Transnet at the end of February 2008.
On 19 February 2008 Oates met in Cape Town with the Transnet Chairman
Mr. Phaswana and Professor Geoft Everingham the Chairman of the Audit
Committee and Mr. Joubert of the Risk Committee and Mr, Norman
Hastings of the Remuneration Commitiee. Qates presented the TIA reporis
of McMaster and Madhav at this meeting and went through the key aspects
of those reports. Shortly thereafter Oates was contacted and informed that
the chairman and directors had decided to obtain a legal opinion from

attorneys Edward Nathan and Sonnenbergs (ENS).

In March 2009 attorney Stewart Harrison of ENS who had been requested
lo provide an opinion on whether allegations of misconduct against Gama

*'% Dates pages 6-7
0 Page 85
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warranted disciplinary action met with the two lead investigators. Harrigson

provided and opinion dated 26 March 2009441

Oates thought that he may thereafter have again met with Phaswana to
give him an update and he would have met with attorneys ENS after
Phaswana briefed them for an opinion. Qates was not certain whether he
had again met with Phaswana before attending a further meeting on 23

April 2009 when he reported back.

The 23 April 2009 meeting was called by the Chairman of the board
Phaswana who called a meeting of the chairmen of all the sub-committees
on the board together with atiorney Stewart Harrison from ENS who had
prepared the legal opinicn. Oates testified that at that meeting a decision
was made to pass both these investigations on to the Acting Group CEQ,

who at that stage was My. Wells.

In discussion with Maharaj, Oates and the Board’s Legal Advisor Wells
decided that it would be advisable to obtain for himsell his own separate
legal opinion before deciding how he would proceed. Wells then sought
such an opinion from attorneys Bowman Gilfillan who were instructed in
March 2009 attorneys to provide an opinion as to whether Gama had
exceeded his delegation of authority. (The previous opinion requested of
those same atftorneys related to a different aspect namely the

consequences of the absence of PSIRA registration).

The legal opinion from Bowman Giffillan attorneys was provided in the form
of a letter to Mr. Maharaj dated 29 May 2009 and was produced in
evidence.* The legal advice was 1o the effect that the issues were serious,
needed to be dealt with through an appropriate process which would give

Gama an opportunity to respond to the specific issues.

2! Dates, page 8
** Bundle D1, page 122
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Oates met with Gama on 2 June 2009 and in the interim obviously Osates

had various mesting with his investigative team.

Desirous of a resolution of a collegial nature Wells then put the various
allegations in writing and by way of the letter of 18 June 2009 requested a

written response from Mr. Gama to his concemns. .

During July 2009 Oates was called to meet with Chairman Phaswana .and
Wells after a board meeting in order to report back on the investigations,

Madhav was the lead investigator on the GNS contract. He also testified
about matters which are relevant to the issue of the delay in his
investigation betwsen the December 2008 and February 2009. The

relevant parts of his evidence are as foliows.

At the stage where the investigation commenced in December 2008 into the
GNS contract had just come to end as the period of the contract was for 1
year from November 2007 to end of Cctober 2008. The initial perusal of the
tender file documents revealed severai anomalies. The iwo main
anomaties were (i} that the evaluation criteria utilised to evaluate the tender
were not stipulated clearly, and (i} that the price evaluation was misleading

as it did not take into account the overall costs or the price that the bidders

were actually proposing. This led to discussions with the Chief

Procurement Officer and various other Supply Chain managers focusing on

resolving those problems.

Madhav said that during the period December 2008 to rebruary 2009 one of
the biggest problems that they had with regard to the investigation was
obtaining the documentation from TFR and from ihe Supply Chain
Department and the Security Department. At times the investigative team
had to physically go into the relevant offices of Supply Chain and Security to

obtain the files with the required documentation.
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Towards the beginning of the investigation in December 2008 anwd in
January 2009 many people were on leave and it was difficult to cortact
them to extract either informaiion or documentation and to obtain their

explanations of what had transpired.*®

in order to obtain a holistic view of what had occurred and place it in con text
it was necessary to consider documents which preceded the (3NS
confinement contract as well as those subsequent to the GNS contract,
The investigation into the situation which preceded the GNS contract
revealed that CPf was appointed during November 2005 to conduct certain
specialised security services relating to the apprehension and prosecution
of persons responsible for cable theft in the Gauteng region. The
circumstances of the conclusion of CPI contract, its extensions and
termination were also relevant and required investigation. . Madhay
testified that it took & very long time to find the file which dealt with the open
tender process that had preceded the GNS confinement (but been

stopped). This required a physical search at the supply chain offices in

order to find the documents, %

In addition Madhav said that both Senemala the Security Manager for TFR
and Khanye the Manager Security for TFR were not entirely cooperative
with the investigation and the investigators had repeatedly to go to their
offices in order to obtain the information requested.*® Madhav aiso testified
that after he submitted his report on the Security Department on 12
February 2009 to Mr, Qates he continued with his investigation up until the

time of the present hearing.

““3 NMadhav page 69
% Madhav page 68
*® Nadhav page 60
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On 8 April 2009 Madhav and McMaster interviewed Gama in relation to their
respective investigations in order to clarify with him various aspects of their

investigations.

On 9 Aprit Oates sent an e-mail to Gama clarifying and answering a
question raised by Gama in the interview held on the previous day by the
investigators Madhav and McMaster regarding the two enquiries. That e-
mail clarified the issue of who was mandating the investigators explaining
that because the investigators had previously reported to Ramos who had
since left Transnet, the Chairman of the Board Mr. Phaswana had
instructed that the investigators report directly to the board and not to any
members of the executive. That remained the situation untii 23 April 2009
when the board referred the matter back to the then Acting Group CEQ,

Wells for finalisation as set out above, 2

it was submitted for Transnet that in the case of the GNS seciity contract
there was no material delay between the time of the receipt of the original
tip-offs around @ October 2008 and the stage when Gama was advised on
10 December 2008 of the investigation into the irregularities the GNS
contract — which investigations were at that stage not directed at or focused
on Gama. There was also no particular delay in obtaining the Madhav
report which was given to the outgoing CEO on 12 February 2009, Having
regard to the nature of the investigation into the GNS secuwrity contract and
the evidence of the investigators as to the circumstances of the security

contract investigation. | accept the correctness of these submissions.

On 12 February 2009 both the Madhav and the McMaster reports by TIA
were handed to the Group CEO Ms Ramos. The events which followed
after 12 February 2009 in instituting disciplinary steps were not specifically
criticised in respect of the delays involved. Rather, the focus of Gama’s

8 Bundle D122(b); Cates page 101
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complaint about delay was that he was only charged in August 200 9 in
relation to the 50 like new contract when Transnet executives had xeen
aware 16 or 17 months earlier of the fact of his having signed the contract

without complying with the board resolution.

423 For completeness, the events which occurred after 12 February 2009
related to the instituting of discipiinary steps are summarised as follows:

423.1 The person who was responsible for deciding whether or not to
implement disciplinary steps against Gama was the Group CEQ
Ms Ramos. She left Transnet at the end of February 2009 and in
consequence handed the matter of both investigations over to the

board that the February 2009 board meeting.

423.2 Thereafter the Chairman of the board (together with other board
members} was briefed by Oates and the chairman  sought
independent legal advice. In the circumstances of the alleged
misconduct involving a very senior employee, this was a

reasonable and appropriate step to take.

423.3 The legal advice obtained indicated that the issues were serious
and warranted further investigation and possibly disciplinary action.
The board accepted this advice and handed ths matter back to the
executive on 23 April 2009 by which time Mr Wells was the Acting

CEOC.

423.4 Wells in consultation with Maharaj and other executives decided to
seek his own Independent legal advice as to whether to proceed

with disciplinary action against Gama.

423.5 On the 11 May Walls met with Gama, told him that he was the
subject of a formal investigation and sought his co-operation. Wells
offered a coliegial approach to discussing and resolving the issue, |

alt
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Pursuant thereto Wells set out his concems in detail in writingg and
these were sent to Gama on 18 June 2009. Gama was invited to
respond thereto. Gama requested additional time to answer and
uitimately furnished his written response on 20 July 2009

423.6 After considering Gama's written response a decision was then
taken during August 2009 to charge Gama with misconduct.

423.7 Formal charges were drawn up and handed to Gama on 24 August

2008,

424 Undoubtedly Transnet dealt with the complaints against Gama cautiously, It
is clear that both the board and !ate'f:Welié', once he became seized of the
matler, were at pains not to act precipitously or unnecsssarily and to
mstitute formal disciplinary proceedings if they could be avoided. Before
proceeding two exieral legal opinions were obtained. The invaestigators
interviewed Gama. in 'Apri! 2009 to clarify aspects with him. Thereafter, and
before he was charged, Gama was afforded the opportunity to furnish
written submissions in response to the detailad written concerns raised by
the Acting CEO, Wells. 1t is submilted that Gama's senior position and
standing as an executive of Transnet have in fact tended 1o shleld him from

what might otherwise have been far more swiftly taken dlSCipimary steps

This appears o be cerrect.-

425 There is little doubt that this was an unusually complicated investigation. in
relation to the 50 like new contract the investigators were significant]y
sidetracked by having to deal with the more immediate problem of whether
the R6.5 billion 212 locomotive contract which was about to be signed was
subject to similar irregularities. Understandably, that investigation took
precedence. Thereafter, the TIA team was significantly engaged in dealing
with the interdict proceedings. However, it is clear that the main reason
why steps were not immediately taken was because the view of both ths in- j
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house legal advisors and ihe TIA investigators was that the contractual
arrangement could be regarded as having complied with the board's
condition that TRE perform the local work and that it was only the
implementation of the contract (i.e. with STS performing the work) which
had failed to comply. Under those circumstances the focus was not on the
fact of Gama's failure to comply with -the resolution but was rather on
seeking to rectify the situation. Only once it became clear that STS intended
o sue for damages and refused 1o Go-operate in rectifying the situation did
the investigators again focus on determining who was accountable for the
consequences of the failure to comply with the board resolution. These
events account in large measure for the delay in reaching the point where
Gama was charged with misconduct in relation to the 50 like the contracl.

426 In addition, the fact that the GNS coniract investigation was underway and
that from December 2008 Gama was potentially also implicated in
irregularities in relation to that contract is also relevant. It would have made
no sense from about January 2009 onwards to charge Gama separately in
relation to the 50 like new charge and then have o dgain charge him in
relation to the GNS contract if it transpired that disciplinary action was

called for in relation to that charge as well.

427 This is not a case in which there is no explanation for the delays which have
occurred. On the contrary, Transnet's investigators and exscutives have
offered a full explanation and exposition of the events which occurred,
There is nothing inherently wrong with the approach adopted by Transnet to
these investigations. Certainly, it may have been preferable to pursue the
issue of Gama’s failure to comply with the board resolution at an earlier
stage. However, it is clear that the full implications of Gama’s failure to
ensure that the 50 like new contract resulted in TRE performing the local
work were not realised until a very much later stage. In this regard, it is
relevant to consider that clause 6.2.2 of the Transnet Disciplinary Code
envisages that an enquiry will be held as soon as possible gfter the

A
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investigation is finalised. Although there is no dispute that in Marchy and
certainly by April 2008 the relevant Transnet executives were aware: that
Gama had failed to comply with the board resolution, that was not all that

was considerad refevant and necessary to investigate before pursuing what

would obviously be disciplinary preceedings which would be potentially vary
disruptive to the organisation. The investigation continued with ~ the
preparation of ihe McMaster report, the oblaining of external legal opini ons,
an interview with Gama in April 2009 and an opportunity for Gama to
present his side of the story in his written response to Wells' concerns, it
could be argued that the investigation was only sufficiently complete for the
final decision to be made as to whether or not disciplinary proceedings
should be instituted after Wells had had the opportunity to consider Gama's
wiitten responses made on 20 July 2009. Gama was formally charged
about one month later. There is indsed something to be said for the
submission that Transnet was perhaps “over cautious™ in its approach to

perusing discipline against Mr Gama.

From 1 September 2009 Gama was suspended. [ presume that such
suspension was on full pay as there was nothing to suggest the contrary, A
persuasive factor in the present circumstances is that there is nothing in the
delay which has caused any material prejudice to Mr Gama or which can be
properly described as either unexplained or so grossly unfair that it may be
taken to preclude the employer from taking disciplinary steps. Gama's
suggestion that the disciplinary proceedings were part of an orchestrated
campaign to prevent his becoming the new Group CEO has not been
established on the evidence. 1t can therefore not be said that he was
prejudiced as regards his application for that post as a consequence of the
delay in the disciplinary proceedings. Certainly, the fact that Gama applied
for the post of CEO can never be a reason why disciplinary proceedings
should not have been preferred against him where there was sufficient
evidence for the executives responsible to reasonably decide that
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disciplinary action was required and that Gama needed o explain fully in a
disciplinary enquiry what had occurred in relation to both the 50 like new
contract and the GNS contract. Neither is there any evidence of conduct by
Transnet that could be characterised as a waiver on its part such that it

would be preciuded from calling Gama to account for his conduct.

I consequence, | find that the delays such as they are do not constitute
grounds for why Transnet should not proceed with this disciplinary eng uiry

against Gama.

The alleged inconsistency Jssue

430

On the issue of inconsistency in relation to discipline Oates was cross-
examined in relation to a tender process audit report into procurement
dated 7 October 2008 which was sent to the General Manager: Group
Strategic Supply Management (Exhibit G). Whilst that report contained
various recordals of confinement contracts concluded beyond the leve! of
authorisation and reported on instances of contracts having been concluded
and money spent without formal contract documentation in place, Qates
pointed out that this report had to be distinguished from a fraud
investigation because it was simply an internal audit report which was a
report to management on its controls. This was entirely different from a

forensic investigation which is the other type of work which TIA performs for =

Transnet. In a forensic investigation one receives an aliegation and

pursues a process of establishing the authenticity of the allegation made.
The tender audit report which was referred to was a tool to address
management controls and as such the fact that an overall report
classification of “unsatisfactory” was given based on a numbear of insiances
identified in the report meant no more than that the audit revealed that
corrective action should be taker by management. Such corrective action is

a management function and not the function of TIA.. The report was

73
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essentially aimed at identifying risks in the procurement system wwhich

managermert should seek to address .

Mr Singh whe was the Genearal Manager Compliance for Transnet in 2007
and 2008 and later held the post of Key Financial Officer was then cailed to
testify on the issue of compliance. He received ihe October 2008 audit
report info procurement (Exhitit G) a fow days before he testified i the
hearing. He explained what the report entailed, He accepted that it identified
nineteen instances of what are termed “Level 1 Observations” which are
obgervations by the auditors of circumstances which ‘could cause material

financial, reguiatory or reputational risk at Group level. Deviations from the
Group's approved Code of Ethics.  Deviations from the Group’s approved
paolicies e.g. DPP. * or “Muliivie individual control faiiures which resuit in
multipie control objectives/risks not being appropriately ‘mitigated.™¥ He
was however not in a position to provide information regarding ihe
underlying circumstances 'eading to each of these Level 1 Observations.
There was accordingly no evidence led of the circumstances of the various
underlying instances which the auditors identified in this report where
managers had exceeded their delegated authority or breached Transnet's

policies or Code of Ethics in other ways.

There is accordingly ne evidence of another set of similar, never mind
identical, circumstances in which Transnet made different decisions ar
adopted a different approach to disciplining its employees from the
approach adopted in Gama’'s case. The only evidence is that of the
auditor’s categorisation in a compliance report by TIA, bui the underlying
facts of the instances which gave rise 1o that report were not canvassed in

svidence before the enquiry.

T——

* Bundle G, typed page 43; Singh: record page 50

=
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433 There was unchallenged evidence that in each case conducted by Tramsnet

a discretion was exercised in relation to the particular circumstances and
Gama does not identify any case where someone who did what he is
alleged to have done was treated differently and not charged. Gama has
failed to lay a credible basis for the claim of inconsistency and accordingly
there is no ques’ﬂon of Transnet havmg failed to discharge the onus to

dlsprove the allegation of inconsistency. **

434 1ind that there is no-merit in the argtiment of nconsistency.,

Conclusions and Summary of Findings

435 | understand that these findings are in the nature of a recommendation to

Transnet. In summary, and o7 the reasons fully set out abovs, 1 find Gama

guitty of miscenduct on charges 1, 2 and 4.

436 These findings have dealt only with the merits of the misconduct charges.

The issue of what sanction ought to be imposed in consequence of the
findings of misconduct which have now been made is to be considered
under the Transnet Disciplinary Code -and Procedure®® in a separate
proceéding as was the arrangement which was made with the parties at the

close of the previous hearlng.

D.M. Antrobus SC
Disciplinary Enquiry Chairman
Sa ndion Chambers

4 June 2010

428

Southern Sun Hotel Interests (Pty) Ltd v CCMA & others [2009] 11 BLLR 1128 (L.C)
F’armalat SA (Pty) Ltd v CCMA and othars [2009 8 BLLR 558 (LC) /?{
# (Clause 6.3.1 e
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HINISTRY: PUBLIC ENTERPRISES

REPUBLIC OF SOUTH AFRICA

Privile Bag K18, Hatfield, Protodn, o028

CABINET MEMORANDUM NO o 8of 2090

DATE i 27 October 2010
FILE NUMBER T 2iRM

1 SUBJECT

&

The appointment of Non-Executive Directors to the Transnat Board.

PURPOSE
For Cabinst to concur with the nominations of Non-Executive Directors to the

Transnet Board of Directors; and
Further concur with the nomination of Dr. Mandia Gantsho as Chalparson

and Non-Executive Director of the Transnet Board of Directors,

SUMMARY

Transnet's Articles of Association provide for a minimum of ten {10) Diractors
and a maximum of eighteen (18) Directors. The cusrent Trensnel Board

360

ANNEXURE K

consists of eleven (11) Board Members of which nine (9) are Nop-Eimoutive:

Directors and two (2) are Executive Directors namely Mr Christo_pher Wells
{Acting Chiel Executive Officer) and Mr Anoj Singh (Aciing Chief Financial
Officer), who are ex officio members of the Board.

It is recommanded that wihes (12) nominees be considered for appointment
to the Transnet Board as Non-Executive Directors. The Depariment further

QWJ;Q‘&OR' 12'2” “ctcp:é..s
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2
recommends the appuinirient of Dr Mendla Ganisho as the Chanperacn of
the new Transnet Bossd of Diroplors.

With these new appointments, the Transnst Board will consist of fifeen (15)
Mon-Executive Diresiors and two (2) Beecudive Direciors; a total of
seventeen (17) Directors. One {1} vacancy will remain on the Board which
will be filled 2t 2 Iater stage,

STRATEGIC FOCUS OF THE MEMORANDUM

The Transnet Board is a critical Staie Owned Enterprise Board and thus
requires a complement of members with the requisite skills, experience,
expertise and representation, especially in light of the extensive
expansion programme currently underway.

DISCUSSION
Transnet's current Articles of Association provide for a minimum of ten (10)
Directors and & maximum of eighteen (18) Directors on its Board of

Directors,

The cumrent Transnet Board (altached as Annexurs 4) consists of eleven
(11) Board Members including two (2) Executive Directors namely Mr
Christopher Wells {Acting Chief Executive Officer) and Mr Anoj Singh (Acting
Chief Financial Officer), who are ex officio members

From the current Transnel Board the Department intends 1o retain three (3)
Non-Execulive Directors namely Mr My Hankinson, Ms NA Matyumza and

'Msmﬁsabahrpwpmsofwnﬁmﬂmmﬁknwwgeeffﬂebmga&

in view of the current vacancies, the Department noted the skills gap on the
Transnet Board. To address this gap, the Department recommends that the

Boer! wuist bs strengthensd In & number of areas including but not lirmited

fo: finsnokl, ssoncrnios, logislica, legal, business, rail sector experlise,
project managament, humar resoursas, public policy and perts specialist

In this regard the candidates bslow have been identified 28 having the

appropriate skills and experience in the areas rnentzoned above and are
aopy - of 122 copies
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proposed to ba appointed as new Non-Exacutive Diractors to the Trananet

3

Board. Their comprehensive CV's are attachad as Annaxupe B,

[TRmE CURRENT POBITION [EXPERTIRE
T ‘T Dr Mighdis Gantsho | Chisf Executive Officer — Nova ™ | Finandial] Busihess
oo, P CApHBI Aftlea e
‘2. [Blr Jool Nefshitenzhe | Member National Planning Policy
Commigsion (NPC)
3 [ r Peter Malungani | Executive Chairman - PEU Group | Fnancial / Buginess: |
47 | Mrisrael Skosana | Execulive Dirscior and Chairman — Financial
| Kapaia fnvesmants
577 Ws Nazmesra tiaaia 1 Mecro Strategist & Sales for T Economics
1 Macquarle Bank
6. | N Michele Mike' | Consuant — VALE T Togisics
Fannuchi IL
7. | Ms Doris Tshepe | Managing Director and practising Legat
altorney ~ Cheadie Thompson &
I .| Haysom Ing.
f ] §
8.} MsWranelie Stander | Managing Director ~ Sasol Gas | Business
5. | & Nomouieio PIrky | Managing Sestor - Telkom SA | Bisiess
] Maohoti | Husiness
1707 | Mr Viiay Raman 73 ﬂi}éctoriChakra Infrastruciure | Rall Specialist
) {See end oftable) | Consuliants
\; g ' é 7. 1 Pvilr_B.ér}--E-l;‘..flé'garé "3 ‘Anglo Platinum -Executive Diréctaa‘ j Pfojéct M&hageﬁién’t
e f”‘f}g&l ;ﬁ‘ﬂ , | (Sze end of table) for projects and enginesring
R o | L : _
?gwf@'ﬁ??’ | 12. | MrHarry Gazendam | Senior Executive Advisor - Toyola | Fluman Resourees ™|
e M “ ] I Motor Corporation Japan and
£9% Toyola South Africa

"1 Indian Naticnal
"2 Zimbabwean National with 8A citizenship

5.4

strateqy.

57

The profiles of the proposed candidates address the skills gap that currently
exists on the Board. These appointments wil sirengthen the Board's capacity
in fulfilling Transnet’s mandate and implementing the company's business

The appointment of the new Non-Executive Directors will be for a thrae (3)

year fomm, subject to annual review by the Minister of Public Enterprises.

[Bapy ™ of 12z
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58 With these appointments, the new Transnet Board (attached as Annexure C)
will consist of - saveniesn (17) Directors comprising of fiftesn (15} Non-
Executive Directors and two (2) Executive Diractors. There will be one {1)
vacancy on the Board which will be filled at a future date.

the intemational candidates {rail spocialist  and project
fon wiil oonsist of 53% Afrigan,

35% being male and 35%

59  Excludin
mamsmsni cendidate) the Board o
27% White, 13% Indian and 7% Col
being fermaie,

5.10 With respect fo the one {1) vacancy that will remain on the Board, it should
be noted t‘m the Depa:tmm Is currently in the process of &

& IMPLEMENTATION PLAN
Foliowing Cabinet concumrence, the Minister of Pubiic Emmaﬂ wilt
appoint the new Non-Executive Directors to the Transnet Board for a term of
three (3) years, subject to annual confimation.

7 ORGANISATIONAL AND PERSONNEL EMPLiCAT!Oh!S
None
8 FINANCIAL IMPLICATIONS

Mone. The financial obligation with respect to the new appointments will be
to the cost of Transnet,

g COMMUNICATION IMPLICATIONS
The Minister of Public Enterprises will communicate the appointment of the
new Non-Executive Directors to the existing Transnet Board, the new
nominees and other relevent stakeholders, afier obtaining Cabinet approvat.

10 CONSTITUTIONAL IMPLICATIONS

None

IEop.y of 122 coples
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13.1

13.2

14

14.1

14.2

14.3

5
IMPLICATIONS FOR VULNERABLE GROUPS

None

SECURITY IMPLICATIONS

None

DEPARTMENTS AND PARTIES CONSULTED, RESPONSES
AND COMMENTS

Department of Public Enferprises

The memorandum was not finalised in consultation with the Director

Generals’ Cluster.

RECOMMENDATIONS

it s recommended that Cabinet -

Concurs with the appointment of Dr. Mandla Gantsho as a Non-Executive
Director and Chairperson of the new Transnet Board for a term of three (3)
years, subject to annual confirmation by the Minister of Public Enterprises,
This appointment will be effective from 15 Novemnber 2010,

Further concurs with the appointment of Mr Joel Netshitenzhe, Mr Peter
Malungani, Mr Israel Skosana, Ms Nazmesra Mooia, Mr Michele Fannuchi,
Ms Doris Tshepe, Ms Wrenelie Stander, Ms Nombulelo Moholi, Mr Vijay
Raman, Mr Ben Magara and Mr Harry Gazendam as Non-Executive
Directors to the Transnet Board for a term of three (3) years, subgaat to
annual confirmation by the Minister of Public Enterprises. This appointment

is effective from 15 Movember 2010.

Notes that Mr MJ Hankinson, Ms NA Matyumza and Ms NBP Gcaba will be
retained from the current board for purposes of continuation and knowledgs
of the business. They will be reiained for a term of three (3} years subject to
annual confirmation by the Minister of Pubiic Enterprises,

Sopy of 122
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SECRET
6
OFFICIAL RESPONSIBLE FOR THE MEMORANDUM
! declase that the momorandum adhesos o the guideiines provided by the
Cabingt for drafting of memorsnda,

Neme: Ms Raisibe Lepuls
Daslgnation: Acting Daputy Director General
Telaphone: 011 431 1099

Caliular: 082 858 7100

HEAD OF DEPARTMENT

Name: Dr, Arcirew Shaw
Deaignation: Acting Director Generai
Talaphens: 611 431 1075

Colivlar: 082 941 8257

AUTHORIBATION FOR PROCESSING THE MEMORANDUM

21 cotaber 2010

Iz there a need for an electionic Ppresentation to bo done in addition to the
mamorandum? Ne
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Amvexore L

MINISTER
PUBLIC ENTERPRISES
REPURBLIC OF SOUTH AFRICA

. Private B2g X15, Hatfisld, 0026 Tl 012431 1118 Fax: 012431 1038
Privale Bag X807, Cape Town, 8000 Tol: 021 45182787 Fax: 021455 2331/461 1743

Hen. J G Zuma
The President of the Republic of South Africa
Private Bag X 1000

PRETORIA

0001

Deaﬂ rtoaniled Dagms /

Re: Transnef Chairperson

1. Thank you for speaking to me telephonically last night about this matier.

2. For over a year now, Transnet's Board has been operating with an Acting
Chair. At its AGM this year on 24 July 2010, the terms of Board members
and the Acting Chair had to be extended until such time that a new Board
is appointed. In my view, any extension of longer than two months would
riot be ideal as in these circumsiances it would open the cornpany and
government to further reputational risk.

3. As discussed with you previously, Transnet's work has far-reaching
consequences for the South African economy. Trangnet has to focus on
its build programme within the context of a consfrained balance sheet,
leveraging private sector investment capacity, attracting freight from road
to rail and improving efficiency. The success of the implementation of
Transnet's five year expenditure of ZARB4 billion Clearly requires a strong

Board.
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. Given the importance of Transhet 1o the: SA economy, and the need for
sﬁabﬁa ieaéawhip at the Board level, # is mhsolistely ngcessary to progeed
mnmafaaha@wn and mﬂt&fa card imembers with the:
uisie shills;, 10 wd, Y O At hEs ;arasmmﬂacabm&i
orat ﬁwﬁf@r&s&mawawamnei but which it hes not yez st ]

isa we agreed ihat we would d;scuss the matter first ac &%}*at i

i final views. oo the coraposition. of the ‘Board and in E

5. To confiftn, I respect o position of
following potential wndidatee% w Wand!
Both 6f thelr CV's are: attached ot youmase of mferem
apwntnwrﬁ at your earlier convenignce- fo disouss this'

ﬁizther wﬁh the Deputy WMinister - and mysel in’ order that we are
-ab%a 10 discuss your views on the preferrad €2 candidate for Chairperson and

thereby expedsﬁ@mty desl with this matter in the interesls of Transnel,
government and the country.

| look forward to hearing from your offices shortly.

Sincerely,

Ms B HOGAN, MP
MINISTER OF PUBLIC ENTERPRISES
DATE: B WM 2040
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Anngnuee ' "

® Eskom

tskom Board Date.

28 October 200

Chief Executive Strategy Document ber 2009
Enquiries:

Board Breakaway

i}eéf Board Members

o

I have reflected on this marter overnight. I believe this is a matter of national importance

This matter is about the role of the SOE’s in this phase of the democracy. Tt ig about the
future of this country. It is not about the relationship between the Chajiman and the

Chief Executive.
My remarks of frustration in the Board meeting can in no way be construed (o be ap
offer to resign. The Chairman has expressed similar frustrations AUMETOUS times and has

not been treated in this manner.

% 3] L () N ‘ ‘ 5
mmediate effect.

I was stunned by ik
communicate with |

The real issues are the following:
£y Document aboy the

comprehensive Strate
ake,

The Strategy articulates very key matfers
contribution to this developing democracy.
ust engage on the matters articulated jp

3. Tam ofthe firm view that the Board m
this Strategy Document as this is most important duty of the Board
4. The real issues between the Chairman and myself are rooted in differences op, the
of our democracy and role clarity between the

I. Ihave put before the Board a very

directien I propose Eskom should ¢
of national importance relating to qur

2.

g the country if we do not show leadershz'p

on this matter.

Head QOffice .
Megawatr Park Maxwell Drive Sunninghill Sandton PO Box 1081 Johannesburg 2000 SA
803 wvw.eskom co.za

Tel+27 11 800 3161 Fax +27 11 500

G i

IR
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Conchusion
L have nof offered 1o resign and [ am not offering 1o resign,
1 believe the role of Eskom is key 1o the development of gy country during thjs phase of
the democracy. It js view [ believe strongly in and a view lam willing to fight for
whatever ihe tonsequences,
Yours S'J'z‘w.t‘jfj_‘g,—— T .
i /
e -
- -~
—“::yﬁ (7 el o
AT s ] N
: S ]
TR } Mero ‘::54*

cc  Minister Barbara Hogan
(f Minister Dipuo Peters
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Annexuee N7

Dear Minister,

1 wish to afﬁn’n the following with regard 10 Wy status as Chjar Executive e
Birector of Eskom:
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l. 1 3
Amnvexupe 0

MIMISTER
PUBLIC ENTERPRISES
REPUBLIC OF SOUTH AFRICA

Privals Bag X15, Hatiafd, 0028 Tok 612431 1148 Fac DI2431 1038
Privale Bag X079, Cape Town, B0 Tol: 021484 637G Fax: 021465 2383464171

Hen. J G Zuma

The President of the Republic of South Africa
Private Bag X 1000

PRETORIA

0001

Dearﬁwﬁem) Adomne ‘

Re: Safcol Chairperson

Thank you for taking the time to speak to me about this matter last night. As
discussed with you, in order for us to have a more meaningful opportunity to
discuss this position before taking it to Cabinet, early yesterday, | withdrew the
itern from the agenda of today's ESEID Commitiee meeting.

However, given the urgency of the matter as a result of;

- the AGM for SAFCOL being scheduled for 28 September 2010

~ new appeintments o the Board that have to be made

- Parliamentary and other legislative reporting requirements
# trust then that you will revert to me with your views on the proposed candidate
for Chairperson quite soon and before the next cabinet meeting.

Kindly note that | have written to your office for permissicn io submit the memo to
the next cabinet meeting

| am available to meet with you at any time once you have had an opportunity to
peruse the said CV.

2
;"‘.3;&.:..—:,..

gl



[ trust that this is in order and ook forward to hearing from your offices shortly.

Sincerely,

IS B HOGAM, MP
MINISTER OF PUBLIC ENTERPRISES

DATE: € Se/rxsmw SO0
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ANwéxuaé L

Cher 1, I am in India w President NOW. Is ther& L
any truth to rumour that SAA is going to |
terminate its route to Mumbai? This is a rumou»f‘

3 here and we need clarity. e

NO We will not b:: terminating Mumbal It mustl_
be Jet Airways still-lobbying for this. We remain
' onthe route with 4 frequencies. All best for "

Indta

thnks

Ms B, hope u recovering frm trip. I need to talk
re KPMG procedures, processes and timings.
Sun a.m or eve best for me. Have lunch guests

Rgds, che ryl

ate afternoon czutimmg steps to

We sent letter | wen oL %. 0
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Sigmng off on coritract without Bocud author ity
_ﬁ‘ 2Fatima Hassan (6/7): 7 -

Rumours )
Dm becomes min b TR
U dm for health Bl A
vm the dm for dpe -

or o
i D stays chim , =
PPN Fikile becomes min TR
F’aﬁ“m}&.ﬂﬂﬁiﬁﬂ_m
They wanna know if u can Sign petlt1@§T7 What
d!d sue recemmeﬂd'? Or wr yw be the %’on@ ey




Cherise Walker
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From: Barbara Hogan <heogan.private@gmail.com >

Sent: 08 October 2018 17:58

To: Rethabile Makhetha

Cc: Peter Harris

Subject: Fwd: Flight Reservation : Mr. Ahmed Kathrada & Ms. Barbara Anne Hogan

Begin forwarded message:

From: Shaheda Seedat <shaheda@kathradafoundation.org>

Subject: Fwd: FW: Flight Reservation : Mr. Ahmed Kathrada & Ms. Barbara Anne Hogan

Date: 14 June 2017 at 10:08:14 AM SAST
To: hogan.private@gmail.com

Cc: Neeshan Balton <neeshanb@gmail.com>

---------- Forwarded message -----—---

From: Zohra Areington <zohra.areineton@ smail.com>

Date: 11 July 2011 at 12:08

Subject: Fwd: FW: Flight Reservation : Mr. Ahmed Kathrada & Ms. Barbara Anne Hogan

To: bahogan <bahovan@mweb.co.za>, Neeshan Balton <neeshanb@gmail.com>, shaheda seedat-
<shadesseedat @ smail.com>

—————————— Forwarded message ----------

From: Odhav, H : New Delhi First secretary <OdhavH@dirco.zov.za>

Date: Mon, Jul 11, 2011 at 11:27 AM

Subject: FW: Flight Reservation : Mr. Ahmed Kathrada & Ms. Barbara Anne Hogan

To: Zohra Areington <zchra.areington@ cmail.com>
Cc: amkathrada@mweb.co.za.
Dear Zohra,

Attached the e-tickets for Mr Kathrada and Ms Hogan. Finally.

With Best Regards

Hema Odhav | South African High Commission : New Delhi

1



Office Tel: 91 112614 9411 - 201 Fax: 91 11 2614 3605 | Email:

Please consider the environment before printing this e-mail.

—————————— Forwarded message ----------

From: "nafisa" <Inb12@{lvwell.co.za>

To: "Ashu" <ashu@sahara.co.za>

Date: Mon, 11 Jul 2011 14:42:20 +0530
Subject: Re E ticket KATHRADA/AHMEDMR

]
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odhavh@foreien.cov.za

171, 7*" Avenue, Mayfair, Johanneshurg
P.O Box 1456, Johannesburg, 2000
Tel: +27 11 830 1500

Fax: +27 86 680 9286

Afterhours Nos: +27 82 571 6501
+27 82 562 2700
+27 82 227 3072

Website: www.flywell.co.za

Electronic Ticket Receipt and Rinerary

‘ passenger:  KATHRADA/AHMEDMR Agency Reference:  T5GQCS
This receipt will be required at check-in, and must be presented to customs and immigration if requested.
Your identity document / passport is required for all passengers on all flights both domestic and international.

Electronic Ticket Detatls - T il
. Airline Reference ECCHMB i
. Electronic Ticket Number 5895188928402 i

Issuing Airline . - Jet Airways India i

Date of Issue . . Monday, 11 July 2011
: Passenger Name KATHRADA/AHMEDMR H

Frequent Fiyer Number E
Travel Agency and JATA Number . XLFLYWELL TRAVEL =~ : 77233531 !
i . e v o i
Coupon _ Carrier  Flight Date ~ LClass From = To _ Departs  FareBasis ~ : Status {Bag i
1 QW P41 Fri, 15 Jul P ~ JNB(A) BOM(2) ?{1100 FP4RTSAHA P OK i 40K !
2 _aw P237  Sat, 16 Jul i BOM(1) DEL(3) 02:25 - PARTSAHA 1 OK i 40K Wj
3 W 2067  ‘Tue,19Jul 1 DEL{3) =~ BOM{1) _P2:05  P4RTSAHA jOK 40K
A bw 242 Wed, 20Jul P BOM(2) JNB(A) D2:05 PARTSAHA | OK_ : 40K i
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_Flight Detalls — ‘
"Flight  Date Glass { From iTo i Departs  Arrives - Status | Seat | Meals 1Bag’
 9w241  Friday, P i OR Tambo { Chhatrapati £ 11:00 23:35  Confirmed § 005A 40K -
3 15 Jul 11 International l Shivaji, Mumbai,
Arpt, Terminal 2
Johanneshurg, j
| s ] Terminal A i ; |
9W2237 : Saturday, | ¢ Chhatrapai { Delhi Indira 02:25 ' 04:25 | Confirmed | 001A 40K
' 16 Jul 11 | Shivaji, Mumbai, : Gandhl Intl,
! | [ { Terminal 1 ! Delhi, Terminal 3 § | ) P ]
 9W2067 Tuesday, i Delhi Indira Chhatrapati | 22:05 : 00:05# Confirmed | 001A | 40K
! 19 Jul 11 . Gandhi Int, Shivajl, Mumbal, ! i !
B i Delhi, Terminal 3 | Terminal1 | | i ! i
9W242 ~ Wednesday, P | Chhatrapatl OR Tambo 02:05 ‘07:40 Confirmed | 007G A0K
20 Jul 11 ; Shivaji, Mumbai, | International i i
i Terminal 2 : Arpt,
: Johannesburg, '
Terminal A P » Il

# Denotes Mext Day Arrival

Flight 9W2237 - Operated By Jet Airways Konnect

Flight 9W2067 - Operated By Jel Airways Kannect

General Remarks

7 THANK YOU FOR BOOKING AT XL FLYWELL TRAVEL**

Important Notice For Travellers With Electronic Tickels:

Carriage and other services provided by the carrler are subject to conditions of carriage, which are hereby Incorporated by reference.

These conditions may be obtafned from the issuing carrier.

Agent Details:

Nafisa Wadiwala
Travel Consultant
Tel: +27 11 830 1500

Fax: +27 86 680 9286

Email: jnb12@flywell.co.za

All transacticns processed are subject to our Standard Terms and Conditions.
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—————————— Forwarded message ----------

From: "nafisa" <Inb12@flywell.co.za>

To: "Ashu" <ashu@sahara.co.za>

Date:; Mon, 11 Jul 2011 14:42:42 +0530

Subject: Re E Ticket HOGAN/BARBARAANNEMS

171, 7" Avenue, Mayfair, Johannesburg

. ‘ P.O Box 1456, Johannesburg, 2000
e Tel: +27 11 830 1500
bl Fax: +-27 86 680 9286

Afterhours Nos: +27 82 571 6501
+27 82 562 2700

+27 82 227 3072
Website: www.flywell.co.za

" Eleetronic Ticket Receipt and Rinerary
Passenger: HOQAN/BARBAHAANNEMS i Agency Reference: T5GQCS

onins p—

This receipt will be required at check-in, and must be presented to cusioms and immigration if requested.

Your identity document / passport is required for ail passengers on all fiights both domestic and international.

Electronic Tickel Details ]
Airline Reference . ECCHMB !
: Flectronic Ticket Number 5895188928403 :
Issuing Airline ] . Jet Airways India i
Date of [ssue _ o . ... Monday, 11 July 2011 |
! Passenger Name HOGAN/BARBARAANNEMS i
- Frequent Flyer Number :
Travel Agency and JATA Number . _ XL FLYWELL TRAVEL ) 77233531 ]
Coupon _ Garrier  Flight  Date Clase  from To Departs Fare Basis UStatus i Bag |
1 gw pa1_ Fri,15Jul P JNB{A)  BOM(2) 1100 PARTSAHA 1 OK 140K
2 BW 2237 Sat, 16Jul BOM(1)  DEL(3)  p2:25 PARTSAHA [ OK | 40K
q Hw PO67  Tue, 19Jul 1 DEL(3) BOM(1)  22:05 P4RTSAHA OK ~Tidok
4 oW 242 Wed. 20 Jul P BOM(2) _ JNB{A)  02:05 PARTSAHA | OK 140K |
Flight Detalls
Flight : Date Class | From i To Departs | Arrives | Status Seat | Meals { Bag
w241 Friday, P { O R Fambo : Chhalrapati 11:00 ! 23:35 | Confirmed 005D | 3 40K
15 Jul 11 Internaticnal ! Shivaji, Mumbai, ; g : :
: ; Arpt, { Terminal 2 | 2 ] :
! Johannesburg, i ‘ :
: Terminal A i § 5 f : %
OW2237  Saturday, . [ § Chhatrapati E Delhi Indira 02:25 % 04:25 | Confirmed 001G | C 40K
. 186 Jul 11 i Shivaji, Mumbai, : Gandhi Intl, : 1 i f

4



- i Terminal 1 | Delhi, Terminal 3_ | i %
- BW2067 .| Tuesday, Delhi Indira { Chhatrapati 1 22:.05 00:05#  Confirmed , 001C |
i " 19 Jul 11 J Gandhi Intl, ! Shivaji, Mumbai, §
N _ .1 Delhi, Terminal 3 { Terminal 1 — . H N

. 9W242  Wednesday, P Chhatrapati E OR Tambo 02:05 ' 07:40 ! Confirmed 007K !
; 20 Jul 11 Shivaji, Mumbai, : Internaticnal ; :
[ Terminal 2 Arpt, : {
; : : Johannesburg, :

i Terminal A i H

# Denotes Next Day Arrival
Flight $W2237 - Operated By Jet Airways Konnect

Flight 9W2067 - Operated By Jet Airways Konnect

' Generzl Remarks
 ** THANK YOU FOR BOOKING AT XL FLYWELL TRAVEL***

Important Notice For Travellers With Electronic Tickets:

Carriage and other services prbviclecl by the carrier are subject to conditions of carriage, which are hereby Incorporated by reference.

These conditions may be obtained from the issuing carrier.

Agent Details:

Nafisa Wadiwala
Travel Consultant
Tel: +27 11 830 1500
Fax: +27 86 630 9286

Email: jnbi2@flywell.co.za

All transaciions processed are subject 10 our Standard Terms and Conditions.
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Barbara Hogan <b.hoganZ@me.com>
Monday, 08 October 2018 12:05
Rethabile Makhetha

Fwed: Please print out from Barbara

Beginforwarded message:

From: Barbara Hogan <hogan.private @gmail.conm
Subject: Fwd: kathy in India

Date: 07 June 2017 at 4:17:07 PM S8AST

To: richpop@me.com

Hi Richard,

We flew to India on 15/07 2011, arriving in Mumbai 16/07/2011. We must have travelled on to Delfii
that same night.

We left Mumbai.on 19th July 2011 and arrived in South Africa on 20 july 2011. it appears thatwe
travelled Jet Airways. We paid our own travel insurance for what that s worthl

it seems to be a trip to commemorate Madiba’s birthday on 18thuly ands was organised by:

india Interpational Centre

Gandhi Peace Foundation

South African High Commission

United Nations Informatics Centre
Working Group on Alternative Strategies.

best wishes,
Barbara

Begin forwarded message:

From: "Sahm Ventet" <Sahmv@nelscnmandela.org>

Subject: kathy in India

Date: 19 July 2011 at 10:02:08 AM SAST

To: "Ahmed Kathrada" <amkathrade @ mweb,co.za>, “Barbara Hogan"
<hogan.private @ gmail.com:, "Neeshan Balton® <neeshanb @gmail.coms,

"shaheda seedaf-* <shadesseedat@gmail.com>

1
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Students raise a toast to Mandela’s spirit

Harsha Baruah, Hindustan Times
New Delhi, July 18, 2011
&4 Email to Author

First Publishack 234 ISTO187/2071)

Last Uptiated: 23:45 1ST(18/7/20171)

Share more...

1 Gomment

£HEmall =0 print

it was a highly insightful meeting that students from 18 schools in and around the
Capital had on Monday with Ahmed Kathrads, a close associate of Nelson
Mandela, South Afiica’s first black president and icon of the country's anti-
apartheid movement, During his mesting with the members

of GenY, which coincided with the worldwide celebrations of Mandela's 93rd
birthday, the 81-year-old Kathrada touched upon a wide range of subjects which
included his long stints behind bars lasting nearly 25 years for his role in the anfi-
apartheid movemeni and the role he played after his reléase from prison in 1990,
including his role as a member of South African parifameant.

Kathrada, born i South Africa to parents who had migrated there from Gujarat,
highlighted the struggle waged by the country’s majority black and coloured
cammunities against discrimination at the hands of the minority whites. Citing such
an example, he said that black piisoners like Mandela had to wear short frousers
while he, being an Indian, was made to wear long ones.

Whsn he referred to his injtiation to politics at the age of 12, curious students were
eager to know what prompted him to take the plunge &t such & young age.
Kathrada replied: "l had friends whose parents were politically active. They
sometimes used to give us work like sticking posters. Thaf's what got me started.”

Referring to a short phase when he and some companions made the transition
from peaceful protest to militant struggle against apartheid, he explained, “We, at
first, used passive resistance. But when they did not yield, we trained soldiers to
make bormibs and sabotage institutions that were symbiols of apartheid. But we
ensured that this was ¢arried ot In such & way that no one was hurt.”

As to what motivated him during the struggle, he said, "inside the jail, we were
protected. No poﬁceman was going to come and shoaot us. it was our comrades

outside who were being killed and tortured. Once, in a place called Soweto, 600
young students were kilied. All this kept us motivated.”

Kathrada also referred to the strong ties between India and South Africa, where
Mahatma Gandhi had launched his Satyagraha in South Africa in 19086, and anti-
apartheid campaigners ike Mandefa drew inspiration to fight inequality from the
former. .

Asked if Gandhi's btand of non-violence would work in today's world, where war
and conflict seem to be the order of the day, he said, “We would not advise other

2
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couniries on the best course of action to resolve conflicts. But yes, we struggled
through passive resistance, and we succeeded.”

The interaction was preceded by the inauguration of an exhibition of paintings by
the students of Blue Bells International School, and cultural programmes, including
the recital of We Shall Overcome, in which the audience joined in.

The event was jointly organised by the india International Centre, the Gandhi
Peace Foundation, the South African High Commission, the United Nations
informatics Centre and the Working Group on Alternative Sirategies.

more from this section

Best,

Sahm Venter

Senior Researcher

Nelson Mandela Foundation
Tel: 427 11 547 5600

Fax: +27 11728 1111

Web: www.nelsonmandela.org

Mandela @ | . .

By Himselr



Rethabile Makhetha

Feom: Barbara Hogan <b.hogan2@me.com>

Sent: Manday, 08 October 2018 12:14

To: Rethabife Makhetha

Subject: Fwd: India Correspondence regarding July 2011 trip

Begin forwarded message:

From: Barbara Hogan <hogan.private @gmail.com>
Subject: India Correspondence regarding July 2011 trip
Date: 10 June 2017 at 12:02:06 PM S8AST

To: richpop @me.com

Hi Richard,

| have beeh trying to find details of the tip you referred to. | found this correspondence In Kathy's papers. Zohra
Areington-was Kathy's PA and s also his niece.

Best wishas,
Barpara



From: "Zohra Arstnglon” <zplifa.arsinglen@omab.com>
To: ranikathrads® <amisthrada@mweb.co.za>
Sont: 11 Jufy 2007 10:30 AM

BAffach:  ATTO0D16.him
Subloct:  Fusd: FUV Flight Beservation : Mr. Ahmad Kathvada & Bs. Bartiara Anne Hogan

—— Fonyarded message

Fram: Odhav, H ;. New Delhl First secretary <OdhavH@dirco.gov.za>

Date: Mon, Jut 11, 2011 at 10:18 AM

ﬁxm;acz FW Fisght Reservition: Mr. Abmed Kathrada & Ms. Barbara Anne
cgan

Ta: Zohra Areington <zohra.areinglon@amail com>

Co: “Balatseng, D : Dehli, #inistar Counsalio” d&ala&engﬂ@dm.gav.za>

*Rayihardt, ¥ : New Delhi Gounsellor Multlateral® <ReynhardiM@dirco.gov.za>

Mﬁ Edantity

Dear Zohes,

Balow is the reservatioh for Dr Kathrada and Ms Hogan. As | hed
discussad with on the telaphong, the Mission had stipulated that we
would prefer a mops lime friendiy rotiing and that they should depart on
Friday evening, however the company that is assisting with this
reservation indivated thal this was the best that they collld do. We have
requasted for the e-tickeds and will mail i to you upon receipt.

2* Business Class Tickets
Here is the Hinerary for the Mr. Kathrada,

1. 1§Q§THRADNAHMEDMR -2, THOGANBS ARAANR

1. SW 241 P 15JUL JNBBOM HK2 110@ zass 0 _

2. 8W2237 P 16JUL BOMDEL HIK2 0225 0425 O o
OPERATED BY JET AIRWAYS KONNECT 7%

3. 9W 2067 P 19JUL DELBOM HK2 2205 #0005 O S
OPERATED BY JET AIRWAYS KONNECT RIS,

4. 5W 242 P 20JUL BOMINE HK2 0205 0740 O e,

With Best Regards, " ,_
Hema Odhav P

201107/11
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Rethabile Makhetha _ o

fandcr e £ i =

From: Barbara Hogan <hogan.private@gmail.com>
Sent: Monday, 08 October 2018 18:04

To: Rethabile Makhetha

Ce: Peter Harris

Subject: Fwd: Story not worth following

Beginforwarded message:

From: Barbara Hogan <hogan.private @gmail.com>

Subject: Re: India Correspondence regarding July 2011 trip
Date: 10 June 2017 at 12:16:12 PM SAST -

Teo: Richard Poplak <richpop@me.com>

its interesting that it was from DIRCO staff and they appear to be quite coy about who was arranging

the flights.

On 10 Jun 2017, at 12:09 PM, Richard Poplak <richpop@me.com> wrote:

Thanks Barbara

We've all agreed that this isn't a story worth pursuing. That said, | think it's interesting,
and | want to thank you for following up on it. 'l let you know if you and Kathy pop up
in any more emails or documents as more stuff becomes searchable.

Rich

Sent from my iPhong

On.jun 10, 2017, at 12:02 PM, Barbara Hogan <hogan. orivate@gmail.corm> wrote:

Hi Richard,

I have been tiving to find detalls of the tip you referred to, | found this
cotrespondenice in Kathy's papers. Zohra Areington was Kathy's PA and is alsg
his nisce.

Best wishes,

Baibara

See attached file(s)<170610115540.jpeg>

i



Time Line Transnet

November 2007 .

public Service Commission (PSC) receives & tip-off about 212 locomotive tender
irregularities at Transnet Freight Rail (TFR). Minister Erwin verbally refers the
matter to GCEO at Transnet, Maria Ramos. (MR)

31 January 2008

Minister Erwin writes to the Chair of Transnet, Mr Fred Phaswana, regarding the
allegations and requests an investigation, Transnet Internal Audit (TIA) is
instructed to investigate.

First half of March 2008
Investigations commence.

During May 2008

Disciplinary Action instigated against the General Manager in Transnet Freight
Rail, the person believed to be primarily responsible for the irregularities. He
resigns.

Daring the course of the investigation it appeared that the CEO of TFR, Mr Gama
had done the final sign off an a locomotive contract with a company called
Sibambene Trade Services (STS) with on the strength of a Board Resolution, but
that he had not complied with a specific condition of that resolution namely that
TransnetRail Engineering i.e.not STS would carry outall engineering on assembly
and maintenance on the locomotives. This was -to strengthen Transnet's
engineering and maintenarce in its engineering division.

18 September 2008

The GCEQ of Transnet, Maria Ramos, receives an anonymous letter about
irregularities with a security contract given to General Nyanda Security (Pty) Ltd.
There are several further related follow-up tip-offs in the ensuing weeks.

2 October 2008

Ramos instructs Chris Wells, the Chief Financial Officer (CFO) and Vuyo Kahla, the
Company Secretary, 10 investigate matters referred to in the anenymous letter.
The matter is referred to Transnet Internal Audit and Ernest arid Young get
involved with a Mr Oates heading the teami.21

21 November 2008.

Maria Ramos resigns as Group CEO (GCEO) of Transnet, effective end February

2009.
Board enibarks on search for new CEC in close engagement with Minister of Public

Enterprises, Bridget Mabanidla.

26 November 2008
First meeting with Minister and Transnet delegation to discuss the search process
for new CEO. Discuss criteria, process, time-lines gtc.

387
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Invite Minister to nominate possible names that can be added to the search.
Emphasized that each short-listed candidate will be put through various
professional and competency tests. {Saville and Holdsworth].

From 26 November 2008 to 25 March 2009
Extensive engagements ensued between Chair of Transnet and Minister Mabandla
on CEQ search.

9 December 2008
Chris Wells {CFO) puts his name forward as one of the candidates for CEO pesition.

10 December2008

Meeting between Group Forensic Manager of Transnet Mr Naicker; Mr Oates, and
Mr Gama to inform him of the coming investigation in respect of security tender
and to hear his views.

12 December 2008

Chris Wells withdraws his candidature for CEO position before shortlisting took
place. Shortlisted candidates included 2 internal candidates, one of whom was Mr
Gama, and 3 external candidates.

9 -11 February 2009,

Sub-committee of the Board, including the Chair, does CEO interviews.

On the last day, Minister Jeff Radebe, then Minister ‘of Transport, and Minister
Mabandla accidentally met up with the Chair of Transiiet and Minister Radebe had
sight of the list of names on the short-list on Minister Mabandla’s instructions to
the Chair.

On 12 February 2009,
Mr Qates of TIA forwards draft status report to Ms. Ramos at her request relating
to both investigations; on locomotives and security tenders.

13% February 2009

At a closed meeting of non-executive directors, the Transnet Board agrees that
only ONE candidate, Pravin Gordhan, is suitable for recommendation to the
Minister based on the outcomes of the interviews, reference checks and
competency assessments of all candidates. There is no shortlist of other
possible -candidates, only Mr Gordhan. The other candidates were not
considered suitable/ready for a job of this complexity, a fact corroborated by the
professional tests and assessments that were done. Mr Gordhan was considered
to be head and shoulders above the rest.

After the closed Board meeting M. Ramos briefed the Diréctors on the status of
both forensic investigations. This was gfter the decision to appoint Mr Gordhan,
Amongst other things, the Draft Report had identified concerns about Mr Gama's
role and conduct in relation to edch of the investigations.
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20 February 2009

Pravin Gordhan withdraws as a candidate. A few months later he becomes the
Minister of Finance after the Genéral Elections of May 2009. Letter to Min
Mabandla says that Transnet has engaged a second search agency to find a new
candidate that may have been missed in the first round.

27February 2009.

After private discussions between Chair and Minister, Transnet announces Mr
Chris Wells (CW) is appointed the acting GCEO of Transnet and Anoj Singh , an
-.employee at Transunet in Finance Division, the acting CFO,

02 March 2009

Minister Mabandla says that before they commengce with the search she wants the
profiles and a detailed report sent to her so that she can assess and respond
comprehensively. If a new process is necessary then the criteria, profiles and
recommendations of the Board of each candidate will be submitted to a
governmeitt panel. She receives the Report. Various correspondences ensue
between Chair and Minister on the matter, whereby Minister-is also fully briefed
about investigation of tender irregularities, which include Mr Gama,

25 March 2009
Mr Phaswana, Chair of the Transnet Board resigns with effect from 31 July 2009,

26 March 2009 ‘
Edward Nathan Sonnenberg (ENS) provides a legal opinion to the Board saying
that the allegations against Mr Gama warrant disciplinary action,

22 April 2009
General Elections. ANC wins nationally.

23 April 2009 |
Board passes both of these investigations over to Mr Chris Wells, the acting CEO
for follow up action.

10 May 2009 &
President Zuma is inaugurated as President of South Africa.

11 May 2009
I am sworn in as Minister of Public Enterprises.

29t May 2009

A second legal opinion from Bowman Gilfillan states that the fssues are serious,
Needed to be dealt with through an appropriate process which would give Mr
Gama an opportunity to respond te the specific issues.
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9 June 2009

1 meet with a Transnet delegation led Mr Phaswana. They went ahead with a
search for a new candidate as they could not ignore their fiduciary duties as a
Board and “sit and wait and do nothing”. Recommend Mr Sipho Maseko as their
candidate for CEQ position. He was the

18 June 2009

Wells puts allegations in writing to Gama requesting a written response. Gama
asks for extension.

Mid-June
Brief President in full. He insists that Gama must be the GCEC.

Mid-july 2009
At DPE Preparations for AGM: 4 Board members standing down+CEQ

appointment,
Quorum is 10.;MOI allows 14

20 July 2009
Gama responds in writing to allegations.

29 July 2009
Min Hogan "Decision Memo to Pres. Zuma providing a comprehensive report of all
Transnet and Gama related matters . Request President to approve appoiniment

of Gama. NO response.

24 August 2009
Formal charges are drawn up and handed over to Gama after considering his

written responses.

27 August 2009
Int a speech given at UKZN Minister ]eflf Radebe “denotnced the Transnet Board
and the decision to suspend Gama as a “gross injustice.” Sunday Times 30 August

2009

30 August 2009

Headline in Sunday Times 30 August 2009: “ANC Backs Suspended Transnet Boss
Gama’

31 August 2009

Themba Langa Attorneys, on behalf of Gama, contest his suspension: letter cc’dto
Min Hogan. Eversheds Reply. *

1 Sept 2009.
'I‘ransnet fﬂrma]ly suspends Gama and a Eitt!e later m the month he launches an

2 September 2009
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Randall Howard, the General Secretary of the South African Transport and Allied
Workers Union (SATAWU) issues a statement in support of Gama.

“SATAWU will ensure that nho puppet appointment takes place until the
disciplinary process of Gama is completed even though at the cost of keeping the
untransformed cabal in place a little longer. SATAWU is in the process ......to
clean up the lily white Transnet Capitdl Projects....”

7 September 2009
SACP issues a stateient in support of Gama .

“We wish to express serious concerns abouf what appears to be an attempt by
certain elements within and outside Transnet to clearly frustrate the appointment
of Mr Gama as CEO despite his illustricus career, commitment to public service

and strong credentials.”

11 September 2009
ANCYL issues a statement.

“Siyabonga Gama should be appointed a GCEQ and business goes on as usual in
Transnet. Any attempt to persecute and isolate him will be met with massive
resistance from the youth of South Africa. The suspension of Gama is a with-hunt
to block him from the GCEO position and should be immediately withdrawn.”

13 September 2009

“Minister of Communications and ANC heavyweight General Siphiwe Nyanda says
suspended Transnet executive is being persecuted in the same manner as Jacob
Zuma.” Sunday Times 13 September 2009

13 September 2009

[“ The controversy over who is to become chief executive of Transnet is proving
to be damaging to the parastatals and the individual who may get to occipy the
hot seat. Tt has also become a political hot potato that could scorch Public
Enterprises Minister Barbara Hogan.

“ Barbara must go. She is still going to give us problers going forward....an ANC
National Working Committee said this week.”] City Press 13 September 2009,

13 September 2009 | _
“The level of political interference at Transnet does not bode well for the effective
management of parastatals........The guestion of who is right and who is wrongis

not for the ANC to determine. Neither is it terribly good practice to level the race
card at the Board and the executive team at Transnet. The Board is divérse
....... .. Their reputations are being sullied and it will be little surprise if they walk in

the next fortnight.” Editorial City Press.

7 Octaber 2009



392

Justice ] Spilg dismisses Gama’s application with costs in South Gauteng High
Court, .,

“Paragraph 107 Thereis also no case made out of the perceived bias that can affect
the legality of the process. Much less that of institutional bias.

13 January 2010 - 25 February 2010
Gama Disciplinary Hearings

31 January 2010

Themba Langa lawyers send Letter of Complaint from to Speaker about Hogan
“bias “ contained in an answer given by her in Parliament.

Sunday Argus 31 January 2010* "Hogan goes for Gama” or something to that
effect. '

Sunday Times 31 January 2010%

5 March 2010
Cassim Findings of Disciplinary Hearings Senamela and Khanye *

4 June 2010 ‘
Findings made in Gama Disciplinary Hearings (Antrobus)* Guilty on 3 Charges.

e EXCEEDING OF DELEGATED AUTHORITY IN APPROVING GNS CONTRACT.
GAMA’S ALLEGED FAILURE TO COMPLY WITH THE BOARD STIPULATE
CONDITION FOR THE 50 LIKE NEW CONTRACT

s UNWARRANTED CRITICSM OF TRANSNET EXECUTIVES

28 June 2010
Findings on Sanctions in Disciplinary Case. *
Gama dismissed on all three counts.

27 October 2010.

Cabinet Memo 9/2000 Requesting Approval for The Appointment of the Chair and
new Non-Executive Directors for Transnet. MEMO WITHDRAWN By Cabinet
Secretariat, after I have been through the same due processes as before. Phone-
call with President, MEMO sent onwards to him, no reply, formal letter to him
requesting permission to expedite, Cabinet Secretariat withdraw Memo.

31 October 2010
President Zuma removes me from Cabinet and offers me the Ambassadorship of
Finland which I decline.

8 December2010 |
Minister Gigaba gets Cabinet Approval for new Board at Transnet. On the Board is
Igbal Sharma.
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STATEMENT OF BARBARA HOGAN

THE PURPOSE OF THIS STATEMENT

s The purpose of this statement is to set out the reasons for my dismissal as
the Minister of Public Enterprises as well as my experiences relating to the
conduct of the former President of South Africa, President Jacob Zuma
{“President Zuma”), in respect of his involvement in the affairs of State
Owned Entities ("SQEs", which | belleve influenced President Zuma's
decision to remove me from office.

PERSONAL HISTORY

2 ! was bom and sghu@led in W;Benen'i, and | obtained an Honours d@g}fee in
Development Studies from the University of the Witwatersrand.

3. I joinad the African National Congress ("ANC”) as an underground political
activist in 1977, In 1979, | enrciled for a Master's degree foousing on
unemployment in South Aftica,

4, In 1981, | was detfained and sentenced to ten years imprisonment, having
bean found guilty of high freason. During my incarceration, | eniolied for a
Bachelor of -Cb%mércé degree and midway through my degree, | was
released, a week after the ANC was unbanned on 9 February 1990,

B i April 1990, | was appointed by the interim Leadership Cors of the ANC to
sit on the Interim Leadership Committee (“I.C"), which was mandated to sat
up the structures of the ANC in Gauteng. | was later elected as the fulltime

3



10,

General Secrafary of the Gauteng ANC, a position | held until the end of
1692,

in 1994, | was elected as an ANC MP in the National Assembly and served
mainly on the Portfolio Committes on Finance (which | chaired from 1699 to
2004) and on the Standing Committee on Public Accounts. | also chaired the
Audit Commission that oversaw the work of the Auditor-General.

| participated in the Finance Theme Committes that dealt with the financial
aspects of the Constitution for the duration of the Constitutional Assembly,
and Lwas later appointed to the Accounting Standards Board,

in September 2008, the former President of Seuth Africa, President Kgalema
Mottarthe, appointed me to cabinet as the Minister of Health.

In May 2008, following the national elections, President Zuma appointed ms
as the Minister of Public Enterprises and Mr Enogch Godongwana was
appointed a5 the Deputy-Minister of Public Enterprises.

1 served as the Minister of Public Eniefprééés untit 31 Ogiober 2010, when |
was removed from office by President Zuma. | have no knowledge of the
reasons for my dismissal, a8 they were not explained to me. As such, | amn
only in a position to provide Information relating to the events leading to my
dismissal as the Minister of Public Enterprises, which are set out below.

SOEs FALLING UNDER MY JURISDICTION

11

12.

A total of 8 (nine) SOEs and public éntities fell within the jurisdiction of the
Department of Public Enferprises ("DPE"), incluting Eskom, Transnet, SAA,
8A Express, Denel, Infraco, PBMR, Alexkor, and SAFCOL.

The DPE also had several specialised units, which were headed mainly by
Deputy Dirsctor-Geanerals under the supervision of a Dirsctor General - who
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at the time of my appointment was Ms Portia Molefe. The specialised units
were tesponsible for the close monitoring of the SOEs that fell under the
DPE’s jurisdiction and would advise and report directly to me.

PRESIDENT ZUMA’S DIRECT INTERVENTION IN THE APPOINTMENT OF
CHIEF EXECUTIVE OFFICERS (“CEOs”} AT 50Es

13.

4.

15.

16,

President Zuma took a very active. and at times, inappropriate interest in
who was to be appointed to the Boards of SOEs. | shall give two iflustrations

in relation to Eskom and Transnet,

Eskom

in 2009, Eskom’s CEOQ, Mr Jacob Maroga ("Mr Marega"), resigned during a
Board meeting. Despite Mr Maroga's subsequent insistence that | reinstate
him, | refuged. Labour issues of CEQs in relation to their Boards fell outside
my jurisdicion as the Minister, and also the Board of Eskom had
unanimously refused his request for reinstatement after he had resigned.
President Zuma placed considerable pressure on me to persuade the Board
to reinstate Mr Marega. Finally on the day that the Board informed staff that
Mr Maroga was leaving, President Zuma angrily phoned me to tell me to
instruct the Board fo cease this process immediately, just as the Board was
about to address a press conference fto communicate Mr Maroga's
departure. The press conference was hastly cancelled, ocausing
considerable embarrassmént and huge press speculation about the actual
employment status of Mr Maroga, and considerably diminishing the

reputation of Eskom,.

A while later, Mr Moroga returnad to his office at Eskem in a much-publicissd
event, on President Zuma's instructions. On the same day, Mr Maroga
released a letter to the Press, addressed to myself as Minister, which
essentially stated thal he was reinstated as CEO of Eskom at the behest of
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17.

18.

19.

President Zuma and that, in future, he could be removed only with the
approval of President Zuma. Under pressure, President Zuma was
constrained to phone Mr Moroga to instruct him o immediately vacate his
office in Eskom, saying he could only return with my approval.

Not only was President Zuma behaving inappropriately by actively
intervening in matters that are essentially the prerogative of a Board, but it
was also apparent that President Zuma had been privately meeting with Mr
Maroga behind my back and finalising a deal with him without my knowledge
or input. He exhibited no loyalty or honesty with a Minister in his Cabinet. Mr
Maroga fater sued Eskom and myself for RB5Smillion and lost with costs. __

Transnet

President Zuma insisted that Siyabonga Gama {"Mr Gama”), an employee of
Transnet, be appointed as the CEQ of Transnet. At the time, there was an
acting CEO. The Board had considered Mr Gama as a candidate but had
neminated another excellent candidate to be CEQ. Mr Gama was fdcing an
inquiry regarding ceriain frregularities and the Board was also of the opinion

~ that he was not yet CEO material. When 1 refused to put Mi Sama's name 1o

Cabinet until the findings of the disciplinary process had been concluded,
President Zuma prevented me from nominaling both the Board’s chosen
candidate, as well as designating a new Chairperson of the Transnet Board,
when the ferm of office of the latter expired. Transnet had to endure s
considerable perfod of instability, having both an Acting Chairperson and an
Acting CEQ. Mr Gama was later Tound guilty on 3 out of 4 counts, each
count warranting a dismissal, and was dismissed from Transnhet.

Since my appointment, |, and my Deputy-Minister, refuged to cooperate with
President Zuma's inappropriate interfersnce: with the Boards of SOEs and
his apparent disregard of proper corporate governance. | believe that our
resistance 1o the Interferences of President Zuma was one of the factors that
lead to my rermeoval from office and the assignment of the Deputy-Minister to
another Department.
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PRESIDENT ZUMA'S DISREGARD FOR CORPORATE GOVERNANCE

20.

21

22,

High standards of corporate governance in SOEs are essential, not only for
the good governance of the company and its investars and borrowers, but
also for the proper functioning of the economy, given the strategic position in
the economy of many SOEs. As such, Bué_rds' are expedted to adhere to the
highest standards of corporate governance. as exemplified in the King Code

of Corporate Governance,

The Shareholder's Agreements that govern the relationship bstween the
DPE and SOEs empower the Minister to hold SOEs accountable by
providing certain key performance areas and réquiring Ministerial approval
for certain decisions taken by the Board. As the Minister of Public
Enterprises, | engaged with the SOEs on strategies, policies, financial and

operating resuits. My engagements with the SOEs were always through the

Board or the Chairperson. | would only engage with the CEO of a SOE on
issues delegated to them by the Board.

As the Minister of Public Enterprises, | was responsible for the appointment
of the Board of Directors and the Chairparsons of each SOE that fell under
my jurisdiction. Unless otherwise stipuleted in legislation or Memorandums
of Incorporation, it was my strong view, in fine with KING I, that CEQs are
appointed and accountable to their Boards, The practice was that Boards
provided the Minister of DPE with a recommendation for their preferrad
candidate/s for a CEQ position, and the Minister takes their proposal to
Cabinet for approval. Once appointed, CEOs should not go over the heads
of their Beards to 8 Minister on fheir issues; nor should they lobby Cabinet
Ministers, ANC structures or political leaders or, similarly allow themselves
0 be iobbied by outside nefarious interests. Regrettably, this standard
principle of CEQ accountabifity was not universally honoured, and CEOs
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23.

24.

would sometimes by-pass Boards, and even Ministers, in pursuit of their

objectives.

Political interference is extremely damaging to a SOE, because it
disempowers the Board and Senior Management, often forcing them to
constantly second-guess proposals and approvals, In addition, no political
authority or civil servant has the entire skill set or the resources to manage
SOEs on a day to day basis, or to provide the requisite strategic direction
and leadership to the SOE. In corporatized SOEs there has fo be a
respectful delineation of powers and authority between the SOF and the
Board and its Senior Managers, otherwise proper management and

leadership will fail.

ft is crucial that politiclans and civil servants provide an enabling
environment for SOEs to accomplish their work, However, the manner in
which President Zuma conducted himself in relation to constantly interfering
with executive appointments to SOEs reflected a deep fack of understanding
and disregard for corporate governance.,

PRESSURE TO TERMINATE SAA’'S SQUTH AFRICA-MUMBAI ROUTE

25,

28.

In Jurme 2010, | was part of an official State visit to India, led hy President
Zurma, Whilst ! was there, | heard ramours that SAA intended to ferminate its
South Africa-Mumbai route. As such, | sént a text message to then
Chairperson of the SAA Board, Cheryl Carolus ("Ms Carolus”), enquiring
whether the rumours were true. Ms Carolus responded to my text message,
stating that the rumours were unirue, saying it must be Jét Airways still
lobbying for this. However, it should be noted that during my india visit, the
Chairperson of Jet Alrways was persistently following me around, trying to
meet with me. { declifiéd to engage with him as | did not have the. authority
to make any business decisions on behalf of the SAA Board.

In August 2010, Ms Carolus sent me ahother téxt message informing me
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SAA to end its Mumbai flight, and that SAA rejecied this. She also requesied
me to inform her if the CEO of Jet Ainways requested to meet with me, so

that | could be briefed accordingly. In QOctober 2010, | was removed from
office by President Zuma. My successor, Malusi Gigaba, later cancelled

SAA’s Mumbati flight.
COMCLUSION
27. in the circumstanices, | am unable o provide definitive reasons for my

removal as the Minister of Public Enterprises; however, the information set
out herain serves to highlight some of the events leading up to my removal
from office, as well a8 the inappropriate conduct of President Zuma in
addressing issues relating to the governance of the DPE and the SOEs for
which it was responsbile.

sy
Dated at JOHANNESBURG on this 9C  day of July 2018.

i
smamkﬂmmi
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STATEMENT OF BARBARA HOGAN

THE PURPOSE OF THIS STATEMENT

1 The purpose of this statement is to set out the reasons for my dismissal as
the Minister of Public Enterprises as well as my experiences relating to the
conduct of the former President of South Africa, President Jacob Zuma
(‘President Zuma”), in respect of his involvement in the affairs of State
Owned Entities (“SOEs"), which | believe influenced President Zuma's
decision to remove me from office.

PERSOMAL HISTORY

2. t was born and schooled in Benoni. and | obtained an Honours degree in
Development Studiss fiom the University of the Witwatersrand.

3 f joined the African National Congress (“ANC”) as an underground political
activist in 1977, In 1879, | enrolied for a Master's degree focusing on
unemployment in South Africa.

4, in 1981, | was detained and sentenced to ten vears imprisonment, having
been found guilly of high treason. Durify my incarceration, | enralied for 5
Bachelor of C.c“mmeméz dagree and midway through my degree, | was
released, a week after the ANC was unbanned on 8 February 19980,

5 tn April 1980, | was appointed by the Interim Leadership Core of the ANC to
sit on the Interim Leadership Committee (“ILC"), which was mandated o set
up the structures of the ANC in Gauteng. | was later elected as the full-tima
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General Secretary of the Gauteng ANC, a position | held unti! the end of
1092,

in 1984, | was elected as an ANC MP in the National Assembly and served
mainly on the Portfolio Committee on Finance (which | chaired from 1099 to
2004) and on the Standing Committes on Public Accounts. | also chairad the
Audit Commission that oversaw the work of the Auditor-General.

| participated in the Finance Theme Commitiee that dealt with the financial
aspects. of the Constltution for the duration of the Constitutional Assembly,
and | was later appuointed to the Accounting Standards Board.

in 8eptember 2008, the former President of South Africa, President Kgalema
Mottanthe, appointed me to cabinet as the Minister of Health.

in May 2009, following the national elections, President Zuma appointed me
as the Minister of Public Enterprises and Mr Enoch Godongwana was
appointed ag the Deputy-Minister of Public Enterprises.

| served as the Minister of Public Enterpriges untit 31 October 2010, when |
was removed from office by President Zuma. | have no knowledge of the
reasons for my dismissal, as they were not expiained fo me. As such, | am
only in & position to provide information relating to the events leading to my
dismissal as the Minisier of Public Enterprises, which are set out below.

S0Es FALLING UNDER MY JURISDICTION

1+

12,

A total of 8 (nine) SOEs and public enities fell within the jurisdiction of the
Department of Puklic Enterprises (*DPE"), including Eskom, Transnst, SAA,
SA Exprass, Denel, infraco, PBMR, Alexkor, and SAFCOL.

The DPE slso had several specialised units, which were headed mainly by
Deputy Director-Generals under the suparvision of a Director General - who
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at the time of my appointment was Ms Portia Molefe. The specialised units
were Tesponsible for the close monitoring of the SOEs that fell under the
DPE's jurisdiction and would advise and report directly to me.

PRESIDENT 2UMA’S DIRECT INTERVENTION IN THE APPOINTMIENT OF
CHIEF EXECUTIVE OFFICERS (“CEOs”) AT SOEs

13.

14.

18.

16.

President Zuma took a very active, and at times, inappropriate interest in

who was to be appointed to the Boards of 8OEs. | shall give two illustrations

in relation to Eskom and Transnet.
Eskom

in 2009, Eskom’s CEO, Mr Jacob Maraga ("#ir Maroga”), resigned during a
Board meeting. Despite Mr Maroga's subsequent insistence that | reinstate
him, I refused. Labour issues of CEOs in relation to their Boards fall outside
my jurisdiction as the Minister, and aiso the Board of Eskom had
unanimously refused his request for reinstatement after he had resigned.

President Zuma placed considerable pressure on me to persuade the Board
to reinstate Mr Maroga. Finally on the day that the Board informed staff that
Mr Maroga was leaving, President Zuma angrily phoned me to tell me to
instruct the Board to cease this process immediately, just as the Board was

about to address @ press confersnce 1o communicate Mr Maroga's

departure. The press conference was hastlly cancelled, causing
considerable embarrassinent and huge press speculation about the actua
employment status of Mr Maroga, and considerably diminishing the

reputation of Eskom,

A while later, Mr Moroga returned to his office at Eskom in a much-publicised
event, on President Zuma's instructions. On the same day, Mr Maroga
released a letler to the Press, addressed to myself as Minister, which
essentially stated that he was reinstated as CEQ of Eskom 4t the behest of

395




17.

18.

19.

President Zuma and thal. in future, he could be removed only with the
approval of President Zuma. Under pressure, President Zuma was
constrained to phone Mr Moroga to instruct him to immediately vacate his
office in Eskom, saying he could only return with my approval.

Not only was President Zuma behaving  inappropriately by actively
intervening in matters that are essentially the prerogative of a Board, but it
was also apparent that President Zuma had been privately meeting with Mr
Maroga behind my back and finalising a deal with him without my knowledge
or input. He exhibited no loyalty or honesty with a Minister in his Cabinet, Mr
Maroga later sued Eskom and myself for R85million and lost with costs.

Transnet

President Zuma insisted that Siyabonga Gama {‘Mr Gama®), an employee of
Transnet, be appointed as the CEQ of Transnet, At the time, there was an
acling CEO. The Board had considered Mr Gama as a candidate but had
nominated dnothier éxcellent candidate to be CEO. Mr Gama was faging an
inquiry regarding certain irregularities and the Board was also of the opinion

" that he'was nict yet CEQ material. When | refused fo put M¥ Gama's name 1o

Cabinet until the findings of the disciplinary process had been concluded,
President Zuma prevented me from nominating both the Board's chosen
candidate, as well as designating & new Chairperson of the Transnet Board,
when the term of office of the latter expired. Transmet had io endure a
considerable period of instability, having both an Acting Chaitperson and an
Acting CEQ. Mr Gama was later found guilty: on 3 out of 4 counts, each
count warranting a dismissal, and was dismissed from Transnet.

Since my appointment, |, and my Deputy-Minister, refused to cooperate with
President Zuma'’s inappropriate interference with the Boards of SOEs and
his apparent disregard of proper corporate governance. | believe that our
resistance to the interferences of President Zuma was one of the factors that
lead to my removal from office and the assignment of the Deputy-Minister to
another Department.
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PRESIDENT ZUMA’S DISREGARD FOR CORPORATE GOVERNANCE

20.

21.

22.

High standards of corporate governance in S8OEs are essential, not only for
the good governance of the company and its investors and borrowers, but
also for the proper functioning of the economy, given the strategic position in
the economy of many SOEs. As such, Boards are expected to adhére to the
highest standards of corporate governance as exemplified in the King Code

of Corporate Governance.

The Shareholders Agreements that govern the relationship between the
DPE and SOEs empower the Minister to hold SOEs accountable by
providing certain key performance areas and requiring Ministerial -approval
for certain decisions taken by the Board. As the Minister of Public
Enterprises, | engaged with the SOEs on strategies, pdlicies, financial and
operating results. My engagements with the SOEs were always through the

Board or the Chairperson. | would only engage with the CEQ of a SOE on

issues delegated to them by the Board,

As the Minister of Public Enterprises, | was responsible for the appointment
of the Board of Directors and the Chairpersons of each SOE that fell under
my jurisdiction. Unless otharwise stipulated in legislation or Memorandums
of Incorporation, it was my strong view, in line with KING ll, that CEOs are
appointed and accountable to their Boards. The practice was that Boards
provided the Minister of DPE with 2 recommendation for their preferred
candidatel/s for a CEQ pasition, and the Minister takes their proposal fo
Cahinet for approval. Once appointed, CEOs should not go over the heads
of their Boards to. a Minister on their issues; nor should they lobby Cabinet
Ministers, ANC structures or political leaders or, similatly aliow thamselves
fo be lobbied by oulside nefarious Interests. Regrettably, this standard
principle of CEO accountability was not universally honoured, and CEOs
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23.

24,

would sometimes by-pass Boards, and even Ministers, in pursuit of their

objectives.

Political interference is extremely damaging to a SOE, because
disempowers the Board and Senior Management, often forcing them fo
constantly second-guess proposals and approvals. In addition, no political
authority or civil servant has the entire skill set or the resgurces to manage
S0Es on a day to day basis, or to provide the requisite strategic direction
and leadership to the SOE. In corporatized SOEs there has to be a
regpectiul delineation of powers and authority befween the SOE and the
Board and its Senior Mansgers, otherwise proper management and

ieadership will fail.

It is crucial that politicians and civil servants provide an enabling
environment for SOEs to accomplish their work. However, the manner in
which President Zuma conducted himself in refation to constantly interfering
with executive appointments to SOEs reflected a deep lack of understanding

and disregard for corporate governance.

PRESSURE TO TERMINATE SAA’S SOUTH AFRICA-MUMBAI ROUTE

25.

26.

In June 2010, I'was part of an official State visit to India, ted by President
Zuma. Whilst { was there, | heard rumours that SAA intended to terminate its
South Africa-Mumbai route. As such, | sént & féxt message to then
Chairperson of the SAA Board, Cheryl Carolus ("Ms Carolus’), enquiring
whether the rumours were true. Ms Carolus responded to my text message,
stating that the rumours were untrue, saying it must be Jet Airways still
lohbyirtg for this. However, it should be noted that during my India visit, the
Chairperson of Jet Airways was persistently following me around, trying to
meet with me. | declined to engage with him as | did not have the authority
to make any business decisions on behalf of the SAA Board.

In August 2010, Ms Carolus sent me another text message informing me
that the CEO of Jet Airways was in South Africa and would be lobbying for

&
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SAA 10 end its Mumbai flight, and that SAA rejected this. She also requested
me to inform her if the CEQ of Jet Airways requested to meet with me, so
that | could be briefed accordingly. In October 2010, 1 was removed from
office by President Zuma. My successor, Maiusi Gigaba, later cancelled
SAA’'s Mumbai flight.

CORCLUBION

27. in the circumstances, | am unable to provide definitive reasons for my
removal as the Minister of Public Enterprises; however, the information set
out herein serves to highlight some of the events leading up to my removal
from office, as well as the inappropriate conduct of President Zuma in
addressing issues relating to the governance of the DPE and the S0Es for

which it was responsbile.

Dated at JOHANNESBURG on this & day of July 2018
Al
— s y il' ‘“I,\r‘—‘ >\ A S B
il &/ B \
ﬁﬁﬁaﬁRA‘H{}@ﬁKJ‘



FINISTRY: PUBLIC ENTERPRISES
REPUBLIC OF SOUTH AERICA

Privaie Bag X135, Halfinkd, Pretoris, G028

CABINET MEMORANDUM NO ¢ Sof2Di0

DATE 27 Qclober 2010
FILE NUMBER P 221

1 SUBJECT

The appointment of Non-Executive Directors to the Transnet Beoard,

PURFOSE

For Cabinet to concur with the nominations of Non-Executive Dirattors 1o the
Transnet Board of Directors; and

Further concur with the nomination of Dr, Mandia Gantsho as Chairparson
and Non-Executive Director of the Transnet Board of Direciors,

SUMMARY

Transnet's Articles of Associatibn provide for a minimum of ten {10) Directors
and a maximum of eighteen (18) Directors. The current Trangnst Board
consists of eleven (11} Board Members of which nine {9} are Nop-Exsoutive
Directors and two (2) are Execuiive Directors namely Mr Christopher Welis
{Acting Chief Executive Officer) and Mr Angj Singh {Acting Chief Financia!
Ofiicer), who are ex officic members of the Board.

It Is recommended that twshs (12) nominees be considered for appointment
fo the Transnet Board as Non-Executive Directors. The Department further

@pr J:l of 122 copies

SECRET

360

ANNExuRe K"




3.3

5.5

)
recommends the appolintignt of Or Mandla Gantsho as the Chairpereon of
the new Transnet Baard of Dirsctors.

With these new appointments, ¢i¢ Trensnet Board will consist of fiftean (15)
Non-Executive Dirsctors and wo (2) Executive Directors: 2 total of
seventeen (17) Directors. Oae (1) vagancy will remain on the Board which
wifi he filled al a later stage.

STRATEGIC FOCUS OF THE MEMORANDUM

The Transnet Board is a critical State Owned Enierprise Board and thus
reguires & complement of members with the requisite skiils, exparience,
expertise and representation, especially in light of the exionsive capital
expansion prograrmme currently underway.

DISCUSSION
Transnet’s current Articles of Association provide for a minimum of ten (10
Directors and s maximum of eighteen (18} Dirsctors on iis Board of

Direciors.

The cument Transnet Board (aftached as Annexure A} consists of eleven
(11) Board Members including two (2) Executive Directors namely Mr
Christopher Wells (Acting Chief Executive Offficer) and Mr Ano| Singh (Acting
Chief Financlal Officer}, who are ex officio members

rom fhe current Transned Board. the Depariment infends to retain thres {3
namely Mr bd Henkinoon, Ms NA Matyurmza snd
sdon and knowledge of the business,

%?33 m@ MB ﬁor 33:‘- noses of condr

in view of the current vacancies, the Department noted the skills gap on the
Transnet Board. To address this gap, the Department recommends that the
L e strengthened in 8 number of areas including bt not Bmited
= Conaraies, Imgis&m& legal, business, rall secior experiisa,
pmpast mgmm humaﬁ resources, public polley and poris speciafist.

Board

in this regard the candidates below have been identifisd as having the
appropriate skilis and experience in the areas ment:oned above and are

ICopy  of 122 copies |
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proposed to be appointed as new Non-Executive Diracters to the Transnet

3

Board. Their comprehensive CV's are attachad as Annexurs 8,

T T

[TAME T S IRRENT POSITION EXPERTISE
j*?f;f?f@mdta Garieho | Chief Executive Officer - Nova | Finangia 7Business 1
: Captial Alrica b
Member, Nationat Planning . Policy .

&
2. |8 Joel Netshitenzhe

:| Commission (NFC)

: -E)icat,:u'tiiie Chai'rrﬁén:lf"éi.} Group _

| “Financial / Busifasa

|
|
i-.

| (Ses end of tabte)

3 i Nir Peter Malungani
4. | Wrisrael Skosana Executive Director and Chaimman — Financial
j Kapsala Invesmants '
5 | Ms ﬁaxmee:ra Koola I Macro Strategist & Saies for T Econumics
Macquarie Bank
"6‘ 1M Micheie “Mike” | Consuitant - VALS " Lagistics ﬂ
) 1 Fannughi
7. | MsDoris Tshepe Managing Director and practising - {egal
sliorney — Cheadie Thompson &
Haysom ne.
18 . “Wa W?enél!’e’éiéhder' '; Managing Direcior — Sasol Gas | Business
9, | Ms MombLleis *Pinky” | Managing Birector - Telkom SA | Business
| Moholi Busingss
107 MrVijay Raman 1 | Director = Chakra infrastructure Rail Speciglist
| {See end of table) | Consuttants
11. | Mr Ban Mégara "2 Anglo Platinum -Exacuiive Directar Prbject Ménagﬂéﬁéht :

for projects and engineering

' :'727_.' T Harry Gazendam

i

Senior Exscutive AdVisor — To’ycité
Motor Carporation Japan and
Toyola South Afica

Human Resources

"1 indian National
2 Zimbabwean Mational with SA citizenship

The profiles of the proposed candidates address the skills gap that currently
exists on the Board. These appointrnenis will strengthen the Board's capacity
in fulfiling Transnet's mandate and implementing the company's business

sirategy.

The appointment of the new Non-Executive Directors will be for & three (3)

yesr term, subject to annual review by the Minister of Public Enterprises.

| cony

of 122

coples
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510

10

4

With these appointments, the new Transnet Board {(attached as Annexure C)
will consist of savehieen (17) Directors comprising of fifteen {15) Non-
Executive Directors and two (2) Executive Directors. There will be one (1)
vacancy on the Board which will be filled at a future date.

Excluding the intemational candidates  (rail specialist and project
managemant eandidaie) the Board composition will consist of 53% African,
27% White, 13% indian and 7% Colowrad with 85% bsing male and 35%

With respect to the one {1) vacancy that will remain on the Board, it should
be noted that the Department is currently in ihe process of dentifying
suiteble candidate to 8 the posibon winch has been sarmarked ?af a mrtﬁ

IMPLEMENTATION PLAN

Following Cabinet concumence, the Minister of Public Enterprisss  will
appoint the new Mon-Executive Directors to the Transnat Board for a term of

three (3) years, subject to annual confirmation,

ORGANISATIONAL AND PERSONNEL BiﬁPLiC&TFO&S
None

FINANCIAL IMPLICATIONS

Mone. The financial obligation with respect to the new appointments will be
io the cost of Transnet.

COMMUNICATION IMPLICATIONS

The Minister of Public Enterprises will communicate the appointment of the
new Non-Executive Directors to the existing Transnet Board, the new
nomineges and other relevent sizkeholders, after obtaining Cabinet approval,

CONSTITUTIONAL IMPLICATIONS

Mone

'E‘apy of 122 copies
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13.1

13.2

14

14.1

14.2

14.3

5
HAPLICATIONS FOR VULNERABLE GROUPS

Mone

SECURITY IMPLICATIONS

None

DEPARTMENTS AND PARTIES CONSULTED, RESPONSES
AND COMRBENTS

Department of Public Enterprises

The memorandum was not finalised in consuftation with the Director

Generals’ Cluster,

RECOMMENDATIONS

It is recommended that Cabinet -

Concurs with the appointment of Dr. Mandia Gantsho as a Non-Executive
Director and Chairperson of the new Transnet Board for a term of three (3)
years, subjsct to annual confirmation by the Minister of Public Enterprises,
This appointment will be effeciive from 15 November 2010,

Further concurs with the appointment of Mr Joel Netshitenzhe, Mr Peter
Maiungani, Mr israel Skosana, Ms Nazmeera Moola, Mr Michele Fannuchi,
Ms Doris Tshepe, Ms Wrenelle Siander, Ms Nombulelo Mohofi, Mr Vijay
Raman, Mr Ben Magara and Mr Hamy Gazendam as Non-Executive
Directors to the Transnet Board for a term of thres (3) years, subjact to
annual confirmation by the Minister of Public Enterprises. This appointment

is effective from 15 November 2010,

MNotes that Mr MJ Hankinson, Ms NA Matyumza and Ms NBP Gcaba will be
retained from the current board for purposes of continuation and knowledge
of the business, They will be retained for a term of three (3} years subject to
annual confirmation by the Minisier of Pubiic Enterprises.

[Copy  of 722 copies
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SECREY
€
OFFICIAL RESPONSIBLE POR THE MEMORANDUM
! declare that the mamorandum adheres 1o the guidelines provided by e
Cabinst for drafting of memoranda.

Name: Ms Raisibs Leputo
Designation: Acting Daputy Director General
Telsphone: 011 431 1009

Celiular: (82 885 7900

HEAD OF DEPARTMENT

Name: Dr, Andrew Shaw

Designation: Acting Director General
Telaphone: 011 431 1675

Celluiar: 082 541 8257

AUTHORISATION FOR PROCESSING THE MEMORANDUM

HOG,

GAR, W

MINISTER
A7 octoberzomo

{s there & need for an electronic preseniation 10 be dene in addiion fo the
memorandum? Mo

A
SECRET
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MINISTER
PUBLIC ENTERPRISES
REPUBLIC OF SOUTH AFRICA

} Privato-Bzg X156, Hatfiela, 0028 Tk 812431 1118 Fax: 012431 1039
Private Bag XS078, Cape Town, 8090 Tek: 021 461 63747 Fax: 021 465 2381/461 1741

Hon. J G Zuma B
The President of the Republic of South Africa
Private Bag X 1000

PRETORIA

00601

Dear(?%ﬁ&/f Mﬁf{ J

Re: Transnet Chairperson

1. Thank you for speaking to me telephonically last night about this matier.

2. For over a year now, Transnet's Board has beer operating with-an Acting
Chair. At its AGM this year on 24 July 2010, the {erms of Board members
and the Acting Chair had to be extended until such time that a new Board
is appointed. In my view, any extension of longer than two months would
not be ideal as in these circumstances it would open the company and
government to further reputational risk.

3. As discussed with you previously, Transnet's work has far-reaching
eonsequences for the South African economy. Transnet has 1o focus on
its build programme within the context of a constrained balance sheef,
leveraging private sector investment capacity, attracting freight from road
to rail and improving efficiency. The success of the implementation of
Transnet's five year expenditure of ZARS4 billion clearly requires a strong

Board.



e ' themm it sab&@hﬁesyﬁemssawmg
: d mambers.

This Js because we ye agresd that e would discuss the miatter- first &

can asceraln YOUr final views on e composition of the Board argd in

;mrt%:;mar the Chalrperson,

5. T confim, v yespect of the pasiﬁar: csi’ the
following 'pai&ﬁt%ai candidates: Mr Mandia
Both-of their C\'s are attachad for your: easa m‘ reference.

8. ikﬁnﬁiymuestanawmnmmagmmr Eeammdismsm&iﬁ
in order that we o

matier further with the Deplly Minister and mM
able to disciss. y@srviewﬂnm p

governnent and the pounlry:

| look forward to hearing from your offices shortly.

Sincerely,

MS B HOGAMN, WP
MINISTER OF PUBLIC ENTERPRISES
DATE: B sﬂ«ﬁm 2100

ortance of Transnet 10 e &/ econamy, and the need for
roceed

roerson, | sised e
tshe “and Mr John Copelyn.

raterred candidate for C%»aifpers@ﬁ and
thereby expeditiously deat with this mater in the interests of Transnet,

wﬁii‘iﬂ’?& :
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Annerage V' M

® Eskom

§1\F{£’ead Ofiij%-‘e ke M efl Drive Su
 Megawait Par axwi riv n
§ Tel%-Z‘? 11 800 3761 Fax +27 11 80

Date:

Eskom Board
29 Octoper 2009

Chief Executive Strategy Document
Board Breakaway Enquiries:

Dear Board Members

[ have reflected on this matter overnight. I believe this is a matter of national imporrance

This matter is about the role of the SOE’s ir: this phase of the democracy, ft js about the
tuture of this country, It is not about the relationship between the Chairman and e

Chief Executive,
eeling can in no way be construed to be ap

My remarks of frustration in the Board m
offer to resign. The Chairman has expressed similar frustrations numerous times and hag
not been treated in this manner. ;

cr F 05 qea gniiiy o

ﬂ-lj . Laard

—

communicate wi

The real issues are the following:
egy Document aboyt the

i. Ihave put before the Board a very comprehensive Strai
direction I propese Eskom should take,

2. The Strategy articulates very key matters of national Importance relating to qur
contribution to this developing democracy,

Iam of the firm view that the Board must engage on the matters arfjculateg in

this Strategy Document as this is most important duty of thé Board

4. The real issues between the Chairman and myself are rooted in differences o the

of Eskom in this phase of our dermocracy and role clarity between the

5. Ibelieve as a Board we will be failing the country if we do nof show leadership

on this matter.

role

212

PC Box 1091 Johannesburg 2000 SA

m'nghilf Sandion
0 5803 www.eskom.co.zz
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Conclusion
Thave not offered 1 resign and | am no offering 1o reg gn.
I believe the role of Eskom is key to the development of oy country during this phase of
the democracy. It is 4 view [ béljeve strongly in and a view [ am Willing (o fight for
whatever the Conseguences.
Yours Sincen;iy_;‘ IR
s )
//
iR 1 WY BN
P I Mzzogs J 24 //Q/ Q09
b e
ce Minister Barbara Hogan
(l

Minisier Dipuo Peters
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Anne xuee N

Eskom
ﬁ&aﬁ&ﬁ&f Baibara Hogan Date:
The Sakom Hourny 8 November 200g
Enquirjas;
Dear Minjster,

1 wish {o aﬁ’fm the following with regard to my status g
Director of Eskom

Mol D -
m%z 11 805 3164 Pax 4»::7 Ff

m m&ﬁs mﬁmmmtwfq

ﬂa\%m& Mﬁa m‘m
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Awnexuge "0’

MINISTER
PUBLIC ENTERPRISES
REPUBLIC OF SOUTH AFRICA

Privale Bag X185, Hatfiafd, 0028  Tel: 02 431 4118 Fax: DIZ431 1038
Privata Bag X9073, Copa Town, 8000  Tel: 021481 8376/7 Fan 271 485 23814611741

Hon. J G Zuma

The President of the Republic of South Africa
Private Bag X 1000

FPRETORIA

0001

Dear Ts)mw A p

Re: Safcol Chairperson

Thank you Jor taking the time {o speak fo me about this matter Iast night. As
discussed with you, in order for us to have a more meaningful opportunity o
discuss this position before taking it to Cabinet, early yesterday, | withdrew the
itern from the agenda of today’s ESEID Committee mesting.

However, given the urgency of the matter as a result of:

- the AGM for SAFCOL being scheduled for 28 September 2010

- new appointments to the Board that have to be made

- Pariiamentary and other legislative reporting requirements
I trust then that you will revert to me with your views on the proposed candidate
for Chairperson quite soon and before the next cabinet meeting.

Kindly note that | have written to your office for permission to submit the memo to
the next cabinet meeting

| am available to meet with you at any time once you have had an opportunily to
peruse the said CV.



i trust that this is in crder and look forward to hearing from your offices shortly.

Sinceraly,

#S B HOGAN, MP
MIMISTER OF PUBLIC ENTERPRISES

DATE: & &T&W SO0,

372
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H had good mtg w1th Nmrewh "
cutstanding KPMG matter we discussed. Ha
asked him to discuss final with '@d ‘sc:
conclude before 31Mar. Chergl 220 -

‘Mﬂ_(ﬁu,)‘

Cheryl, I am in India w President now. Isc there “
any truth to rumour that SAA is going to S
terminate its route to Mumbai? This is a rum@ur

here, and we need clarity. i %

. We w:ll not be te:mmatm Mumbat, It mu;_j i
' be Jet Airways still lobbying for this. We remain
on-the route with 4 frequencies. All best for |

. India :
' Me (6/2):
waks
Ms B, hope u recovering frm trip. I need to taik
e KPMG procedures, processes and timings.
Sun a.m or eve best for me. Have lunch guests.

Rgds, chew%

We sent letter late aftemoon outhmng ster

;¥A -HA“‘

L . ‘.—.‘-l—\



Hi B FYI SAA 1s at SCOPA temo
CEQ/ Chawrman from Jet A!;';ﬁ
in SA for Iniia S@& mtg; He :
SAA to end M L
me know i %‘*fe is try
brief. I apologised f&r iy

i:c} Sm@ “r*gdg cshewi
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Rumours

Dim becomes min
U dm for heslth
vim the dm for dpe

oL
Dm stays dm
Fikile becomes min

they wanna know if u can san pt:t!tl{}ﬂ Wha‘c
d;d sue recomm@nd? lr wﬂ% you be the =l'lcar}a
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Cherise Walker

From: Barbara Hogan <hogan.private@gmaif.com>

Sent: 08 October 2018 17:58

To: Rethabile Makhetha

Ce: Peter Harris

Subject: Fwd: Flight Reservation : Mr. Ahmed Kathrada & Ms. Barbara Anne Hogan

Begin forwarded message:

From: Shaheda Seedat <shaheda@kathradafoundation.org>

Subject: Fwd: FW: Flight Reservation : Mr. Ahmed Kathrada & Ms. Barbara Anne Hogan

Date: 14 June 2017 at 10:08:14 AM SAST
To: hogan.private@gmail.com
Cc: Neeshan Balton <neeshanb@gmail.com>

—————————— Forwarded message ----------

From: Zohra Areington <zohra.areincton@ gmail.com>

Date: 11 July 2011 at 12:08

Subject: Fwd: FW: Flight Reservation : Mr, Ahmed Kathrada & Ms. Barbara Anne Hogan

To: bahogan <bahosan@mweb.co.za>, Neeshan Balton <neeshanb @ cmail.com>, shaheda seedat-

<shadesseedat @ omail.com>

—————————— Forwarded message ----------

From: Odhav, H : New Delhi First secretary <OdhavH @dirco.cov.za>

Date: Mon, Jul 11, 2011 at 11:27 AM

Subject: FW: Flight Reservation : Mr. Ahmed Kathrada & Ms. Barbara Anne Hogan
To: Zohra Areington <zohra.areington® gmail.com>

Cc: amkathrada@mweb.co.za.

Dear Zohra,

Attached the e-tickets for Mr Kathrada and Ms Hogan. Finally.

With Best Regards

Hema Odhav | South African High Commission : New Delhi

1
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Office Tel: 91 11 26149411 - 26| Fax: 91 11 2614 3605 | Email: odhavh@foreign.cov.za

Please consider the environment before printing this e-mail.

—————————— Forwarded message --—-----—-

From: "nafisa” <Inb12@{lvwell.co.za>

To: "Ashu" <ashu@sahara.co.za>

Date: Mon, 11 Jul 2011 14:42:20 +0530
Subject: Re E ticket KATHRADA/AHMEDMR

171, 7'M Avenue, Mayfair, Joharnesburg
P.O Box 1456, Johannesburg, 2000

eﬂ Tel: +27 11 830 1500
e B Fax: +27 86 680 0286

Afterhours Nos: +27 82 571 6501

+27 82 562 2700

+27 82 227 3072

Website: www.flywell,co.za

Electronic Ticket Recelpt and liinerary
' Passengetr: KATHERB.A;AHMEDMR ? Ag_ency Refere"r'lce: T5GQCS - 5

This recsipt will be required at check-in, and must be presented to cistoms and immigration if requested.

Yeur identity document / passpart is required for all passengers on all flights both domestic and international.

Electionic Ticket Details
' Airline Reference ECCHMB B ]

Electronic Ticket Number ) ) : 5895188928402 :
; Issuing Airline Jet Airways India . i
. Date of Issue " Monday, 11 July 2611 _ }

Passenger Name - KATHRADA/AHMEDMR ' _ D
" Frequent Flyer Number E
_Travel Agency and IATA Number XL FLYWECLL TRAVEL 77233531 R
Coupon  Carrier MFI.iﬂgh_t__ Dale . Llass From To Departs Fare Basis { Status | Bag :
1 oW P41 Fri45Jui P JNB(A)  BOM(2)  f1:00  P4RTSAHA [OK (40K |
2 . Bw 2237 sat1BJu__ 1 BOM(1}  DEL(3) 02:25 ~ PARTSAHA 1 OK 40K |
3 TTTEW T R067 Tue, d9ul I TDEL@) . BOM(1) 2205 PARTSAHA 1OK  T40K ]
4 Bw 242 Wed,20Jul P BOM(2)  JINB(A) 02:05 P4ARTSAHA | OK | 40K ;
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Flight Details
Flight | Date ! Class | Frem iTo x i Departs  Arrives  Status 3 Seat 'E"Me'a'ls““"_"‘E'Bag' i
9W241 | Friday, P C R Tambo | Chnatrapatl [11:00  23:35  Confirmed | 005A | 40K
15 Jul 11 international ¢ Shivaji, Mumbai,
{ | Arpt, Terminal 2 E
t i Johannesburg, ;
! ?  Terminal A _— - : . | ind
9wW2237 Saturday, { Chhatrapati Delhl indira 02:25 0425  Confirmed { 001A ! 40K
16 Jul 11 : : Shivaji, Mumbai, | Gandhi Intl, ;
_ R i Terminal 1 Delni, Terminal 3 ; ) R |
: OW2067 Tuesday, | % Delhi Indira { Chhatrapati 22:05 00:05# - Confirmed | 001A 40K :
19 Jul 11 i Gandhi Intl, Shivaji, Mumbai, 5
. 1 Delni, Terminal 3 : Terminal 1 TR ) A
9W242" . Wednesday, . P % Chhatrapati O R Tambo 02:05 © 07:40 - Confirmed | 007G 40K
: 20 Jul t1 ! Bhivaji, Mumbai, ! Internaticnal 1 H
i g Terminal 2 Arpt, i :
! ‘ Johannesburg, ;
N Terminal A s |

# Denotes Nexi Day Arrival

Flight 9W2237 - Operated By Jet Airways Konnect

Flight S$W2087 - Operated By Jet Airways Konnect

General Remarks

" THANK YOU FOR BOOKING AT XL FLYWELL TRAVEL***

Important Notice For Travellers With Electronic Tickets:

Carriage and other services provided by the carrier are subject to conditions of carriage, which are hereby Incorporated by referance,

These conditions may be cbtained from the issuing carrier,

Agent Details:

Nafisa Wadiwala
Travel Consultant
Tel: +27 11 830 1500

Fax: +27 86 680 9286

Email: jnt12@{lywell.co.za

All transactions processed are subject to our Standard Terms and Conditions.



—————————— Forwarded message ----------

From: "nafisa” <Jubl2@flyvwell.co.za>

To: "Ashu" <ashu@sahara.co.za>

Date: Mon, 11 Jul 2011 14:42:42 +0530

Subject: Re E Ticket HOGAN/BARBARAANNEMS

i Alywel

Passenger: HOGAN/BARBARAANNEMS

Electronic Ticket Receipt and Hinerary

379

171, 7" Avenue, Mayfair, Johanneshurg
P.O Box 1456, Johannesburg, 2000
Tel: +27 11 830 1500

Fax: +27 86 680 5286

Afterhours Nos: +27 82 571 6501

+27 82 562 2700

+27 82 227 3072

Website: www.flywell.co.za

| Agency Reference:  T5GQCS

This receipt will be required at check-in, and must be presented to customs and immigration if requested.

Your identity document / passport is required for all passengers on all flights both domestic and international.

Electronic Ticket Details

" Airline Reference ECCHMB T
-_Electronic Ticket Number 5895188928403 :
¢ Issuing Airline ! Jet Airways India "
' Date of Issue . Monday, 11 July 2011 o ;
- Passenger Name HOGAN/BARBARAANNEMS !
; Frequent Flyer Numbet I f
Travel Agency and IATA Number XL FLYWELL TRAVEL 77233531 |
TCoupon  Carmrier  Flight Date Class  From ___Departs Fare Basis { Status ! Bag :
1 5w 241 i, 15 Jul P JNB(A) BOM(2)  {1:00 PARTSAHA | OK 40K
2 W 2237 Sat1eJul  §  BOM(1) DEL(3) 0225 P4RTSAMA 7 OK ™ Ta0K ™
3 ow 2067  Tue, 19Jul 1 DEL(I) BOM(1) pong PARTSAHA  { OK [ 40K
4 oW 242 Wed, 20Jul P BOM(2)  JNB(A)  02:05 PARTSAHA  [OK 140K 1
Flight Details
Flight  Date __ Glass | From {To ] Departs ! Arrives { Status " Seat { Meals | Bag
. 9W241  Friday, P O R Tambo Chhatrapati ~11:00 {23:35 | Confirmed 005D % { 40K
15 Jul 11 i International i Shivaji, Mumbai, : § i i
t § Arpt, Terminal 2 ! ! ! i f
Johannesburg,
- f...T.ermin_al A f A _ ; i
9W2237 . Saturday, | % Chhatrapati ! Delhi Indira 02:25 l 04:25 § Confirmed  001C i 40K

C16.Jul 11

Shivaji, Mumbai, : Gandhi Int,

£l £

4



| { Terminal 1 { Delhi, Terminal3 '
| BW2067 | Tuesday, . Delhi Indira Chhatrapati . 22:05
§ P19 Jul 11 Gandhi Intl, Shivaji, Mumbai,
e — — - Delhi, Terminal 3 § Terminal 1

w242 - Wednesday, P | Chhatrapati i OR Tambo 02:05

20 Jul 11 ¢ Shivaji, Mumbai, | Internaticnal
Terminal 2 Argt,
! Johannesburg,
3 _Terminal A

# Denotes Nexl Day Arrival

Flight 9W2237 - Operated By Jet Airways Konract

Flight 9W2067 - Operated By Jet Airways Konnect

' General Remarks
* *** THANK YOU FOR BOOKING AT XL FLYWELL TRAVEL™*"*

% §

00:05#

H

Confirmed 001C :

Important Notice For Travellers With Electronic Tickets:

Carriage and other services previded by the carrier are subject to conditions of carriage, which are hereby ncorpeorated by reference.

These conditions may be obtained from the issuing carrier.

Agent Details:

Nafisa Wadiwala

Travel Consultant

Tel: +27 11

830 150

Fax: +27 86 680 5286

Email: jnb12@flywell.co.za

All transacticns processed are subject to ocur Standard Terms and Gonditions.




Rethabile Makhetha N
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From: Barbara Hogan <b.hogan2@mme.coms>
Sent: Monday, 08 October 2018 12:05

To: Rethabile Makhetha

Subject: Fwd: Please print out from Barbara

Begin forwarded message:

From: Batbara Hogan <hogan.private @ gmail.com>
Subject: Fwd: kathy In India

Date: 07 June 2017 at 4:17:07 PM SAST

To: richpop@me.com

Hi Richard,

We flaw to india on 15/07 2011, arriving in Mumbai 16/07/2011. We must have travelled on to Delhi
that same night.

We left Mumbai on 18th July 2011 andarrived in South Africa on 20 July 2011. it appears that we
travelled Jet Airways. We paid our own travel insurance for what that is worthi

it seems to be a trip to commemorate Madiba's birthday on 18th July ands was organised by:

India Internatichal Centre

Gandhi Peate Foundation

South African High Commission

United Nations informatics Centre
Woerking Group on Alternative Strategies.

biest wishes,
Barbara

Begin forwarded message:

From: "Sahm Venter" <Sahmv@nelsonmandela.org>

Subject: kathy in India

Date: 19 July 2011 at 10:02:08 AM SAST

To: "Ahmed Kathrada" <amkathrada @mweb.co.za>, "Barbara Hogan"
<hogan.private @gmail.com>, *Neeshan Balton" <neeshanb@gmail.com>,
*shaheda seedat-" <shadesseedat@gmail.com>

1



Students raise a toast to Mandela’s spirit
Harsha Baruah, Hindustan Times

New Delhi, July 18, 2011

£ Emall to Author

First Publishad: 2324 1ST(18/772011)
Lest Updaied: 23:46 IST{18/7/201T)

Share more...
1 Comment

&2 BEmail = print

it was a highly insightful meeting that students from 18 schools in and ardund the
Capital had on Monday with Ahmed Kathrada, a close associate of Nelson
Mandela, South Africa’s first black president and icon of the country’s anti-
apartheld movement. During his meeting with the members

of GenY, which coincidéd with the worldwide celebrations of Mandela's 93rd
birthday, the 81-year-old Kathrada touched upon a wide range of subjects which
included his long stints behind bars lasting nearly 25 years for his role in the anti-
apartheid movement and the role he played after his release from prison in 1990,
including his role as a member of Soulh African parfiament.

Kathrada, born in South Africa fo parents who had migrated there from Gujarat,
highlighted the struggle waged by the couniry’s majority black and coloured
communities against discrimination at the hands of the minority whites. Citing such
anexample, he said that black prisoners like Mandela had 1o wear short trousers
while he, being an Indian, was made to wear long ones.

Whein he referred to his initiation 1o politics at the age of 12, curious students were
eager to know what prompted him to take the plunge: at such a young age.
Kathrada replied: “l had friends whose parents were politically active. They
sometimes used to give us work like sticking posters. Thal's what got me started.”

Referring to a short phase when he and some companions made the transition
from peacefit protest to militant struggle against apartheid, he explained, “We, at
first, used passive resistance. Butwhen they did not yield, we trained soldiers to
make bombs @nd sabotage institutions that were symbols of apartheid. But we
ensured that this was carried ouf in such & way that no one was huri.”

As to what motivated him during the struggle, he said, “Inside the jail, we were
protected. No policemian was going to come and shoot us, It was our comrades
outside who were being killed and tortured. Once, in a place called Soweto, 600
young students were killed. All this kept us motivated.”

Kathrada also referred to the strong ties between india and South Africa, where
Mahatia Gandhi had launched his Satyagrahia in South Africa in 19086, and anti-
apartheid campaigners ke Mandela drew inspiration to fight inequality from the
foriner.

Asked if Gandhi's brand of non-violence would work in today’'s world, where war
and conflict seem to be the order of the day, he said, “We would not advise other

2
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countries on the best course of action to resoive conflicts. But yes, we struggled
through passive resistance, and we succeeded.”

The interaction was preceded by the inauguration of an exhibition of painfings by
the students of Rlue Bells International School, and cultural programmes, including
the recital of We Shall Overcome, in which the audience joined in.

The event was jointly organised by the India International Centre, the Gandhi
Peace Foundation, the South African High Commission, the United Nations
Informaties Centre and the Working Group on Alternative Strategies.
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Best,

Sabm Veneer

Senior Reseaicher
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Rethablle tha e

From: Barbara Hogan «b.hogarn2@me.com>

Sent: Monday, 08 October 2018 12:14

To; Rethabile Makhetha

Subject: Fwd: India Correspondence regarding july 2011 trip

Begin forwarded message:

From: Barbara Hogan <hogan.private @ gmail.com>
Subject: India Correspondence regarding July 2011 tip
Date: 10 June 2017 &t 12:02:06 PM SAST

To: richpop@me.com

Hi Richard,

I have been trying to find details of the tip you referred to. | found this correspondence in Kathy's papers. Zohra
Arginglon was Kathy's PA and is also his niece.

Best wishes,
Barbara



. Page L of

gﬁ_a;iaidanﬁw me{ ﬁ gr

From: *Zohra Arsington” aming&n@gmwlcaw
To: amkathrads™ <amiathrada@mwab.co.za>
Sant: 14 July 2011 10:30 AM

Aftach:

‘ s ATTO0016.Him
Subject: Fwd: FW: Flight Reservation : Mr. Ahmad Kathrada & Ms. Barbara Anné Hogan

eemenmae FotV AR MESSEZE —eee
From: Odhav, H : New Delhi First secretary <Cdhavi@dirco.gov.za>

Date: ddon, Jul 11, 2011 at 1010 AM

SBubject: FW‘ Fﬁght Reservation | Mr. Ahmed Kathrada & ks, Barbara Anne
‘Hogan

To: Zohra Areington <zohra.areington@gmail.com>

Ce: "Balatseng, D : Dehf, Minister Counselior” <BalatsengD@dirco.gov.zas,

"Reynhardt, b : New Delhi Counsefior Multilateral" <ReynhardtM@dirco.gov.za>

Daar Zulira,

Balow is the reservation for Dr Kathradz and Ms Hogan, As.| had
discussad with on the telephiorns, the Misskn had stipulated that wa
would ;:refer a more time friendly routing and that they should dapart on
Friday evening, howeverthe company that is assisting with ihis

resarvation indicated that this was the best that they could do. We have
requested for the e-tickets and will mall it to you upon receipt.

2* Business Clags Ticksts
Here is the itinerary for the Mr. Kathrada,

1.1KATHRADA/AHMEDMR -2.1HOGAN/BARBA

1. 9W 241 P 15JUL JNBBOM HK2 1100 2335 0 _

2. SW2237 P 16JUL BOMDEL HiKZ 0225 0425 O e
OFERATED BY JET AIRWAYS KOMNNECT %

3. W 2067 P 18JUL DELBOM Hi2 2205 #0005 O P
OPERATED BY JET AIRWAYS KONNECT NI,

4. OW 242 P 20JUL BOMJNB HK2 0205 0740 O Q“ .

With Best Régarés, . '/r
Hema Odhav y. 0\‘\

201107111
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Frome
Sent:
To:

Ce:
Subject:

Beginforwarded message:

Barbara Hogan <hogan.private@gmail.com>
Menday, 08 October 2018 18:04

Rethabile Makhetha

Peter Harris

Fwd: Story not worth following

From: Barbara Hogan <hogan.private @amail.com>

Subject: Re: India Correspondence régarding July 2011 trip
Date: 10 June 2017 at 12:16:12 PM SAST -

To: Richard Poplak <tichpop @me.com>

Its interesting that it was from DIRCO staff and they appear to be quite coy about who was arranging

the flights.

On 10 Jun 2017, at 12:09 PM, Richard Poplak <richipop@me.tom> wrote:

Thanks Barkara

We've all agreed that this isn't a story worth pursuing. That said, | think it's interesting,
and | want to thank you for following up on it. Il let you know if you and Kathy pop up
inany more emails or documents as more stuff becomes searchable.

Rich

Sent from ray iPhone

On jun 10, 2017, at 12:02 PM, Barbara Hogan <hogan.private @gmail.com®> wrote:

Hi Richard,

1 have baen trying to find details of the trip you referred to. i found this
comespondence In Kathy's papers, Zohra Arelngton was Kathy's PA and is also
his nigce.

Best wishes,

Barbata

See attached fila(s)<170610115540.jpeg>
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Time Line Transnet

November 2007 _

public Service Commission (PSC) receives a tip-off about 212 Jocomotive tender
irregularities at Transnet Freight Rail (TFR). Minister Erwin verbally refers the
matter to GCEO at Transnet, Maria Ramos. (MR}

31 January 2008

Minister Erwin writes to the Chair of Transhet, Mr Fred Phaswarna, regarding the
allegations and requests an investigation. Transnet Internal Audit (T1A} is
instructed to investigate.

First half of March 2008
Investigations commence.

During May 2008 _
Disciplinary Action instigated against the General Manager in Transnet Freight

Rail, the person believed to be primarily responsible for the irregularities. He'

resigns.

During the course of the investigation it appeared that the CEO of TFR, Mr Gama
had done the final sigh off an a locomotive contract with a company called
Sibambene Trade Services (STS) with on the strength of a Board Resolution, but
that he had not complied with a specific condition of that resolution namely that
Transnet Rail Engineering i.e.not STS would carry out all engineering on assembly
and maintenance of the locomotives. This was ‘to strengthen Transnet's
gngineering and maintenance in its engineering division.

18 September 2088

The GCEQ of Transnet, Maria Ramos, receives an anonymous letter -about
irregularities with & security contract given to General Nyanda Security {Pty) Led.
There are several further related follow-up tip-offs In the ensuing weeks.

2 October 2008

Ramos instructs Chris Wells, the Chief Financial Officer (CFQ) and Vuyo Kahla, the
Company Secretary, to investigate matters referred to in the anonymous letter.
The matter is referred to Transnet Internal Audit and Ernest and Young get
involved with a Mr Oates heading the team.21

21 November 2068. _

Maria Ramos resigns as Group CEO (GCEOQ) of Transnet, effective end February
2009.

Board embarks on s‘e_ar_'ch_ for new CEQ inclose engagement with Minister of Public
‘Enterprises, Bridget Mabandla.

26 November 2008 |
First meeting with Minister and Transnet delegation to discuss the search process
for hew CEO. Discuss criteria, process, time-lines etc.

387



388

Invite Minister to nominate possible names that can be added to the search.
Emphasized that each short-listed candidate will be put through various
professional and competency tests. (Saville and Holdsworth).

From 26 November 2008 to 25 March 2009
Extensive engagements ensued between Chair of Transnet and Minister Mabandla

on CEO search,

9 December 2008
Chris Wells {CFO) puts his name forward as one of the candidates for CEQ position.

10 December 2008

Meeting between Group Forensic Manager of Transnet Mr Naicker, Mr Oates, and
Mr Gama to inform him of the coming investigation in respect of security tender
and to hear his views.

12 December 2008

Chris Wells withdraws his candidature for CEQ position before shortlisting took
place. Shortlisted candidates included 2 inteérnal candidates, ohe of whom was Mr
Gama, and 3 external candidates.

9 -11 February 2009,

Sub-committee of the Board, including the Chair, does CEQ interviews.

On the last day, Minister Jeff Radebg, then Minister of Transport, and Minister
Mabandla accidentally met up with the Chair of Transhet and Minister Radebe had
sight of the list of names on the short-list on Minister Mabandla’s instructions to
the Chair.

On 12t February 2009,
Mr Oates of TIA forwards draft status report to Ms. Ramos at her request relating
to both investigations, on locomotives and security tenders.

13t February 2009

At a closed meeting of non-executive directors, the Transnet Board agrees that
only ONE candidate, Pravin Gordhan, is suitable for recommendation to the
Minister based on the outcomes of the interviews, reference checks and
competency assessments of all candidates. There is mo shortlist of other
possible -candidates, only Mr Gordhan. The other candidates were not
considered suitable/ready for a job of this complexity, a fact corroborated by the
professional tests and assessments that were done, Mr Gordhan was considered
to be head and shoulders above the rest.

After the closed Board meeting M. Ramos briefed the Directors on the status of
both forensic investigations. This was after the decision to appoint Mr Gordhan.
Amongst other things, the Draft Report had identified concerns about Mr Gama's
role and conduct in relation to each of the investigations.
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20 February 2009

Pravin Gordhan withdraws as a candidate. A few months later-he becomes the
Minister of Finance after the General Elections of May 2009. Letter to Min
‘Mabandla says that Transnet has engaged a second search agency to find a new
candidate that may have been missed in the first round.

27February 2009,
After private discussions between Chair and Minister, Transnet announces Mr
Chris Wells (CW} is appointed the acting GCEO of Transnet and Anoj Singh , 4n
employee at Transnet in Finance Division , the acting CFO,

02 March 2009

Minister Mabandla says that before they commence with the search she wants the
profiles and a detailed report sent to her so that she ¢an assess and respond
comprehensively. If a new process is necessary then the criteria, profiles and
recommendations of the Board of each candidate will be submitted to a
government panel. She receives the Report. Various correspondences gnsiue
between Chair and Minister on the matter, whereby Minister is also fully briefed
about investigation of tender irregularities, which include Mr Gama,

25 March 2009
Mr Phaswana, Chair of the Transnet Board resigns with effect from 31 july 2009,

26 March 2009
Edward Nathan Sonnenberg (ENS) provides a legal opinion to the Board saying
that the allegations against Mr Gama warrant disciplinary action.

22 April 2009
General Elections. ANC wins nationally.

23 April 2009 _ _
Board passes both of these investigations over to Mr Chris Wells, the acting CEO

for follow up action.

10 May 2009
President Zuma is inaugurated as President of South Africa.

11 Mgy 2009
T am sworn in as Minister of Public Enterprises.

29% May 2009 _

A second legal opinion from Bowman Gilfillan states that the issues are serious,
Needed to be dealt with through an appropriate process which would give Mr
Gama an opportunity to respornd to the specific issues.
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9 June 2009

I meet with a Transnet delegation led Mr Phaswana, They went ahead with a
search for a new candidate as they ¢ould not igriore their fiduciary duties as a
Board and “sit and wait and do nothing”. Recorimend Mr Sipho Maseko as their
candidate for CEO position. He was the

18 June 2009
Wells puts allegations in writing te Gama requesting a written response, Gama
asks for-extension.

Mid-June
Brief President in full. He insists that Gama must be the GCEQ.

Mid-July 2009
At DPE Preparations for AGM: 4 Board members standing down+CEO

appointment,
Quorum is 10.:MO01 allows 14

20 July 2009
Gama responds in writing to allegations.

29 July 2009
Min Hogan "Decision Memo to Pres. Zuma providing a comprehensive report of all
Transnet and Gama related matters . Request President to approve appointment
of Gama. No response.

24 August 2009
Formal charges are drawn up and handed over to Gama after considering his

written responses.

27 August 2009

In a speech given at UKZN Minister jeff Radebe "denounced the Transnet Board
and the decision to suspend Gama as a “gross injustice.” Sunday Times 30 August
2009

30 August 2009 _
Headline in Sunday Times 30 August 2009: “ANC Backs Suspended Transnet Boss

Gama”

31 August 2009
Themba Langa Attorneys, on behalf of Gama, contest his suspension: letter cc’d to
Min Hogan. Eversheds Reply. *

1 Sept 2009.

Transnet formally suspends Gama and a little later in the month he launches an
application in the High Court to challenge his suspension,

2 September 2009
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Randall Howard, the General Secretary of the South African Transport and Allied
Workers Union {SATAWU]} issues a statement in support of Gama.

“SATAWU will ensure that no puppet appointment takes place until the
disciplinary process of Gama is completed even though at the cost of keeping the.
untransformed cabal in place a little longer, SATAWU is in the process .......to
clean up the lily white Transnet Capital Projects....."

7 September 2009
SACP issues a statement in support of Gama .

“We wish to express serious coneerns about what appears to be an attempt by
certain elements within and outside Transnet to clearly frustrate the appointment
of Mr Gama as CEO despite his illustrious career, commitment to public service
and strong credentials.”

11 September 2009
ANCYL issues a statement.

“Siyabonga Gama should be appointed a GCEQ and business goes on as usual in
Transnet, Any attempt to persecute and isolate him will be met with massive
resistance from the youth of South Africa. The suspension of Gama is a with-hunt
to block him from the GCEO position and should be immediately withdrawn.”

13 September 2009

“Minister of Communications and ANC heavyweight General Siphiwe Nyanda says
suspended Transnet executive is being persecuted in the same manner as Jacob
Zuma.” Sunday Times 13 September 2009

13 September 2009

[“ The controversy over who is to become chief executive of Transnet is proving
to be damaging to the parastatals and the individual who may get to occupy the
hot seat. It has also become a political hot potato that could scorch Public
Enterprises Minister Barbara Hogan.

“ Barbara must go. She is still going to give us problems going forward....an ANC
National Working Committee said this week.”] City Press 13 September 2009,

13 September 2009
“The level of political interference at Transnet does not bode well for the effective
management of parastatals..........The question of who is right and who is wrong is

not for the ANC to determine. Neither is it terribly good practice to level the race
card at the Board and the executive team at Transnet. The Board is diverse
...... .Their reputations are being sullied and it will be little surprise if they walk in
the next fortnight.” Editorial City Press.

7 October 2009
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Justice ] Spilg dismisses Gama’s application with costs in South Gauteng High
Court.. '

“Paragraph 107 There is also no case made out of the perceived bias that can affect
the legality of the process. Much less that of institutional bias.

13 January 2010~ 25 February 2010
Gama Disciplinary Hearings

31 January 2010

Themba Langa lawyers send Letter of Complaint from to Speaker about Hogan
“bias " contained in an answer given by her in Parliament.

Sunday Argus 31 January 2010* “Hogan goes for Gama” or something to that
effect.

Sunday Times 31 January 2010*

5 March 2010

Cassim Findings of Disciplinary Hearings Senamela and Khanye *

4 June 2010 | |
Findings made in Gama Disciplinary Hearings {Antrobus)}* Guilty on 3 Charges.

o EXCEEDING OF DELEGATED AUTHORITY IN APPROVING GNS CONTRACT.
GAMA'S ALLEGED FAILURE TO COMPLY WITH THE BOARD STIPULATE
CONDITION FOR THE 50 LIKE NEW CONTRACT

= UNWARRANTED CRITICSM OF TRANSNET EXECUTIVES

28 June 2010
Findings on Sanctions in Disciplinary Case. *
Gama dismissed on all three counts.

27 Getober 2010.

Cabinet Memo 9/2000 Requesting Approval for The Appointment of the Chair and
new Non-Executive Directors for Transnet. MEMO WITHDRAWN By Cabinet
Secretariat, after I have been through the same due processes as before, Phone-
call with President; MEMO sent onwards to him, no reply, formal letter to him
requesting permission to expedite, Cabinet Secretariat withdraw Memo.

31 October 2010 _
President Zuma removes me from Cabinet and offers me the Ambassadorship of

Finland which I decline.

8 December2010 _
Minister Gigaba gets Cabinet Approval for new Board at Transnet. On the Board is

Igbal Sharma.
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STATEMENT OF BARBARA HOGAN

THE PURPOSE OF THIS STATEMENT

1. The purpose of this statement is to set out the reasons for my dismissal as
the Minister of Public Enterprises as well as my experiences relating to the
conduct of the former President of South Africa, President Jacob Zuma
{"Prasident Zuma"), in respect of his involvement in the affairs of State
Owrnied Entities {‘SOES8”"), which | belleve influenéed President Zuma's
decision {¢ femove me from office.

PERSONAL HISTORY

2. I was bom and schooled in ?en{}ni, and | obtained an Honours deQ;eQ in
Revelopment Studies from the University of the Witwatersrand.

3. ! joined the African National Congress ("ANC") as sn underground political
activist in 1977, In 1979, | enrolisd for a Masters degree focusing on
unemployient in South Africa.

4, In 1881, | was detained and sentenced 1o ten years imprisonment, having
been found guilty of high treason. During my incarceration, | enroliéd for =
Bachelor of Commerce degree and midway through my degree, | was

5, fn Aprii 1880, t was appointed by the Interim Leadership Core of the ANC to
sit on the Interdm Leadership Committee (“IL.C"), which was mandated to set
up the struciures of the ANC in Gauteng. | was later elected as the full-tima

3



10.

General Secretary of the Gauteng ANC, a position | heid until the end of
1892

I 1994, | was elected as an ANC MP in the National Assembly and served
mainly on the Portiolio Commitiee on Finance {which | chaired from 1999 to
2004} and on the Standing Committee on Public Accounts. | also chaired the
Audit Commission that oversaw the work of the Auditor-General.

| participated in the Finance Theme Commiitee that dealt with the financial
aspects of the Constitution for the duration of the Constitutional Assembly,
and L.was later appointed to the Accounting Standards Board.

In eptember 2008, the former President of South Africa, President Kgalema
Motlanthe, appoinied me to cabinet as the Minister of Health,

In May 2009, following the national elections, President Zuma appointed me
as the Minister of Public Enterprises and Mr Enoch Godongwana was
appointed as the Deputy-Minister of Public Enterprises.

! served as the Minister of Public Enterpriges untit 31 October 2010, when |
was remaved from office by President Zuma. | have no Knowledge of the
reasons for my dismissal, as they were not explained to me. As such, | am
anly in a position to provide information relating to the events leading to my
dismissal as the Minister of Public Enterprises, which are set out below.

S0OEs FALLING UNDER MY JURISDICTION

11

12,

A total of @ (nine) SOEs and public entities fell within the jursdiction of the
Department of Public Enterprises ("DPE"), including Eskom, Transnet, SAA,
SA Express, Denel, Infraco, PBMR, Alexker, and SAFCOL.

The DPE also had several specialised units, which were headed mainiy by
Deputy Director-Generals under the supervision of a Director Géneral - wha
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at the time of my appoiniment was Ms Portia Molefe, The specizalised units

were responsible for the close monitoring of the SOEs that fall under the

DPE’s jurisdiction and would advise and report directly to me.

PRESIDENT ZUMA’S DIRECT INTERVENTION IN THE APPOINTMENT OF
CHIEF EXECUTIVE OFFICERS ("CEQs") AT SOEs

13.

14,

15.

18.

President Zuma took a very active, and at times, inappropriate interest in
who was to be appointed to the Boards of 8OEs. | shall give two illustrations
in relation to Eskom and Transpet.

Eskom

in 2000, Eskons CEQ, Mr Jacob Maroga ("Mir Miaroga™), resigned during a
Board meeting. Despite Mr Maroga’s subsequent insistence that 1 reinstate
him, | refused. Labour issues of CEOs in relation to their Boards fall cutside
my furisdiction as the Minister, and also the Beard of Eskom had
uhanimously refused his request for reinstatement after he had resigned.

President Zuma placed considerable pressure on me to persuade the Board
to reinstate Mr Maroga. Finally on the day that the Board infermed staff that
Mr Maroga was leaving, President Zuma angrily phoned me to tell me to
instruct the Board to cease this process immediately, just as the Board was
about to address a press conference to communicate Mr Maroga's
departure. The press conference was hastily cancelled, causing
considerable embarrassment and huge press speculation about the actual

employment status of Mr Maroga, end considerably diminishing the

renutation of Eskom.

A whils later, Mr Morega returned to his office at Eskom In & much-publicised
event, on President Zuma's instructions. On the same day, Mr Maroga
released a letter to the Press, addressed fo myseH as Minister, which
essentially stated that he was reinstated as CEO of Eskom at the behest of

ad
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17.

18.

18,

President Zuma and that, in future, he could be removed only with the
approval of President Zuma, Under pressure, President Zuma was
canstrained to phone Mr Moroga to instruct him to immediately vacate his
office in Eskom, saying he could only return with my approval.

Not only was President Zuma behaving  inappropriately by actively
intervening in matters that are essentially the prerogative of a Board, but it
was also apparent that President Zuma had been privately mesting with Mr
Maroga behind my back and finalising a deal with him without my knowledge
or input. He exhibited no loyalty or honesty with a Minister in his Cabinst, Mr
Maroga later sued Eskom and myself for R85million and lost with costs.

Transnet

President Zuma insisted that Siyabonga Gama ("Wir Gama"), an employee of
Transnet, be appointed as the CEQ of Transnel At the time, there was an
acting CEQ. The Board had considered Mr Gama as a candidate but had
norminated another excelient candidate to be CEQ. Mr Gama was facing an
inquiry regarding certain rregularities and the Board was also of the opinion
that he was not yat CEO material. When 1 refused to put M Gema's namea to
Cabinet until the findings of the disciplinary process had been concluded,
President Zuma prevented me from nominating both the Board's chosen
candidate, as well as designating @ new Chairperson of the Transnst Board,
when the term of office of the latter expired. Transnet had to endure a
considerable perivd of instability, having both an Acting Chairperson and an
Acting CEQ. Mr Gams was later found guiity. on 3 out of 4 counts, each
count warranting a dismissal, and was dismissed from Trensnet.

Since my appointment, I, and my Deputy-Minister, refused to coopsrate with
President Zuma's inappropriate interference with the Boards of SOEs and
his apparent disregard of propér corporate governance. | believe that our
rasistance to the interferences of President Zuma was one of the factors that
iead to my removal from office and the assignment of the Deputy-Minister to
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PRESIDENT ZUMA’S DISREGARD FOR CORPORATE GOVERNANCE

20.

21.

22.

High standards of corporate governance in SCEs are essential, not only for
the goad governance of the company and its investors and borrowers, but
also for the proper functioning of the economy, given the strategic position in
the economy of many SOEs. As such, Boards are expected to adhere fo the
highest standaids of corporate governance as exemplified in the King Code

The Shareholder's Agreements that govern the relationship betwesn the
DPE and SOEs smpower the Minister to hold SOEs accountable by
oroviding certain key performance areas and requiring Ministerial approval
for cettain decisions taken by the Board. As the Minister of Public
Enterprises, | engaged with the SOEs on strategies, pélicies, financial and
operating results. My engagements with the SOEs were always through the
Board or the Chairperson. | would only engage with the CEQ of 2 SOE on
issues delegated to them by the Beard,

As the Minister of Public Enterprises, | was responsible for the appointment
of the Board of Directors and the Chairparsons of gach SOE that fell under
my jurisdiction. Unless otherwise stipulated in legislation or Memorandums
of incorporation, it was my strong view, in line with KING ill, that CEQs are
appointed and accountable to their Boards, The practice was that Boards
provided the Minister of DPE with a recommendation for their prefarred
candidatels for a CEQ position, and the Minister takes their proposal to
Cabinet for approval, Once appointed, GEOs should not go over the heads
of their Boards to a Minister on their issues; nor should they lobby Cabinet
Ministers, ANC structureés or political leaders or, similarly allow themselves
to be lobbied by outside nefarious interests. Regrettably, this standard
principle of CEQ accountability was not universally honoured, and CEOs
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23.

24,

would sometimes by-pass Boards, and even Ministers, in pursuit of their

objectives.

Political interference is extremély damaging to a SOE, because it
disempowers the Board and Senior Managementi, often forcing them to
constantly second-guess proposals and approvals. In addition, no political
authority or civil servant has the entire skill sgt or the resources to manage
SOEs on a day to day basis, or to provide the requisite strategic direction
and leadership to the SOE. In corporatized SOEs there has to be a
respectfyl delineation of powers and authority between the SOE and the
Board and its Senior Managers, otherwise proper managemert and

leadership will fail.

it is crucial that politiclans and civil servants provide an enabling
environment for SOEs to accomplish their work. However, the manner in
which President Zuma conducted himself in relation to constantly interfering
with executive appointmenis to SOEs reflected a deep iack of understanding

and disregard for corporaie governance.

PRESSURE TO TERMINATE SAA’S SOUTH AFRICA-MUMBAI ROUTE

26.

28.

in June 2010, | was part of an officlal State visit to India, led by President
Zuma. Whilst | was there, | heard rumours that SAA intended 1o terminats its
South Africa-Mumbai route. As such, | sent @ fext message to then
Chairperson of the SAA Board, Cheryl Caroius ("Ms Carclus’), enquiring
whether the rumours were true. Ms Carolus responded o my text message,
stating that the rumours were untrue, saying it must be Jet Alrways &till
lobbying for this, However, it should be noted that during my India visit, the
Chairperson of Jet Alrways was persistently following me around, trying to
meet with me. | declined to engage with him as | did not have the authorty
to make any business degisions on behalf of the SAA Board.

In August 2010, Ms Carolus sent me another text message informing me
that the CEO of Jet Alrways was in South Africa and would be lobbying for
6
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SAA 1o end its Mumbai flight, and that SAA rejected this. She also requested
me o inform her if the CEQ of Jet Airways requested to mest with me, so
that | couid be briefed aceordingly. In October 2010, | was removed from
office by President Zuma. My successor, Malusi Gigaba, later cancelled

SAA's Mumbal flight,
CONCLUSION
27. In the circumstanices, | am uhable to provide definitive reasons for my

removal as the Minister of Public Enterprises; however, the mformation set
out herein serves to highlight some of the events leading up to my removal
from office, as well as the inappropriate conduct 6f President Zuma in
addressing issues relating 1o the governancs of the DPE and the S80Es for

which it was responsbile.

Nk
Dated at JOHANNESBURG on this HC_ day of July 2018,

I.f

BARBARA HOGAN




