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IN THE COMMISSION OF INQUIRY INTO ALLEGATIONS OF STATE
CAPTURE, CORRUPTION AND FRAUD IN THE PUBLIC SECTOR
INCLUDING ORGANS OF STATE (“THE COMMISSION™)

AN INVESTIGATION INTO THE VREDE DAIRY PROJECT

SWORN AFFIDAVIT

[, the undersigned,

RQOY JANKIELSOHN

hereby declare under oath as follows:

1. | am a major male South African citizen currently residing at Bruwershoop,
Bethlehem.
2. The content of this affidavil is true and correct and falls within my own personal

knowledge, unless the contrary clearly appears from the context or is otherwise

stated.

3. [ have been approached by investigators associated to the Commission of
Inquiry into Allegations of State Capture, Fraud and Corruption in the Pubiic
Sector including Organs of State (“the Commiasion”} to provide information with

regards {o my knowledge as io the affairs and matters relating o the Vrede Dairy

Project.

4 in this regard, | am and at all material fimes have been associated with the

Provincial Portfolic Committee on Agriculiure in the Free State Provincial

Y

Government, in my capacity as a member of the opposition.
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10.

11.

As such, | have personal knowledge as 1o certain of the facis concerning the

Vrede Dairy Project and can accordingly swear thereto.

Furthermore, | have access to the relevant documents to which | will refer

hereunder and which documents relaie 1o the matier at hand.

Maore importantly and as will be detailed hereunder | was the complainant who
issued the compiaints to the Office of the RPublic Protector, and which refemral

gave rise to the ultimaie issue of a report on the affairs of the Vrede Dairy Project.

The first time | became aware of the Vrede Dairy Project or at least the
forerunner ic this project was during or about 17 November 2011 when |
sttendsd & mesting with the MEC responsible for agricuiture in the Free State at

that time, Mr Mosebenzi Zwane ("Zwane") at his offices at the Glen Agricultural

College.

Zwane explained at the meeting that he intended to initiate a concept called

Mahoma Mobung which would encourage agri-processing in the Fres State

province.

Albeit that | was a member of an opposition party, | supported this idea in
principle since Zwane explained that too many agriculiural commodities were
exported to other provinces where they were packaged and sent back to the

Free State at great cost to the consumers in the province.

As | understood from the preseniation of Mahoma Mobung, the concept was o
create certain agri-centric hubs which would specialise in agri-processing and
hring the production and processing of agriculiural products back to the Free

tate for the henefit of the economy within the Free State province. 5
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12.

13

14,

15.

16.

17.

At no stage was the Vrede Dairy Project or any other project mentioned or

discussed at this meeting.

During or about 2013 and afier becoming aware of the Vrede Dairy Project as a
result of it being mentioned in former Premier Ace Magushule's State of The
Province Address {SOPFA) on 16 February 2012, and again in an ariicle in the
Mail and Guardian dated 7 and 13 June 2013 | requested the Department of
Agriculture and Rural Development ("DARD") io provide further information on
the Vrede Dairy Project during a portfolio meeting for agricultural and rural
development. A copy of the Mail and Guardian articles are attached hereto as

annexures “RJt" and "RJ2".

The Portiolio Committee took a decision that a report on this project should be

submitted by the DARD.

The DARD responded with a report {0 the chairperson of the commitiee (at that
stage Ms S Magwandana} which was dated 10 July 2013 and was signed by the
then MEC for DARD {at that stage Ms M Qabathe). | aitach a copy of the report

hereto as anhexure “RJ37,

From the content of this report and for the first imse | was able fo determine that
mention was made of a project referred to as “The Vrede Integrated Dairy

Initiative” as being part of the Mahoma Mobung initiative.

From a franscription that | managed to obtain of an interview between National
Treasury investigators and the former CFO of the DARD, it appeared that
Mahoma Mobung was in fact not an initiative but in fact a company, | attach

hereto as annexure "RJ4” a copy of the franscription provided to me.
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171 Later and upon further enquiries from Ms M Qabathe (*Qabathe”) | was able to
determine that the entire Mahoma Mobung budget was allocated to the Vrede
Dairy project. In this regard i refer the above honourable Court to the transcript
of the interview referred to above as annexure “RJ4” and more particularly page

52 thereof wherein this is detailed.

18 | was ultimately able to obtain a copy of the agreement which was concluded
between Estina and the DARD which was dated 15 July 2012. A copy of this

agreament is attached hereto as annexure *RJ5".

18.1 From a perusal of the content of this agreement it becomas quite apparent that

it was signed by Mr P Thabethe on behaif of the DARD and a certain Sanjeev

Gautam as managing director of Estina.

18.2 It appears that this agreement was based upon proposals made by the DARD
to the Free State Executive Council in which it was stated that they had met with
a large Indian dairy company namely Paras Dairy and that Estina had signed a
memorandum of understanding with Paras Dairy which is evident from page 3

of the proposal, a copy of which is attached hereto as annexure “RJS”.

18.3  However, whal is interesting to note is that from investigations conducted by
Amabungane and published in an article dated 7 February 2014 it is indicated
that Paras Dairy has denied any involvement in this project. | attach a copy of

this article hereto marked annexure “RJ¢".

18.4 From what | have been able to determine it appears that, prior {0 the signing of
the agreement in 2012, Mr Thabethe and/or Zwane, aliernatively the then

premier of the Free Stale, Mr Ace Magashule, were taken to India fo aftend a

J
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mesting with Paras Dairy.

18.5 Despite several requests the details relating to this trip have never been revesled

although rumour has it that the trip was funded by the now infarmous Gupta

family.

18.6  Atthat stage and from what | have been able 1o determine all contracts with the
Free Siate Provincial Government were ceniralised to a cantral function and the
state legal advisors situated at the Premier's Office held the responsibility to

attend to these confracts.

18.7 F have perscnally confirmed with the legal advisor in the office of the Premier, Mr
Bertus Venter, that the agreement between the DARD and Estina was in fact
drafied by his department and in the Office of the Premigr. This was further
confirmed by the evidence of the former CFO, Ms Sylvia Dhiamini, in her
interview with the National Treasury invesiigators and in this regard | attach
herets as annexure *RJ8" a copy of the transcript of her evidence and where

this is st out at page 80 thereof.

18.8 As a result of the abovementioned reports, (SOPA and Mail and Guardian) |
submitted formal questions to the MEC of the DARD and the Free State
Legislature in terms of the rules and orders and received a reply dated 13
November 2013 signed by the then MEC, Qabathe. | attach a copy of the reply

hereto a8 annexure “‘RJS".

18.9  The reply indicated that the costs of vanious items such as cattie were greatly
inflated and this prompted me {o submit my initial complaint to the Public
Protector for an investigation. | attach hereto as annexure "RJM0” a copy of my

complaint as was submitted i the Public Protector. E
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18.10 The reply also raised concerns that Estina was both a partner and the
implamenting agent on the project and that this could be regarded as a conflict

of interast.

18.11  Furthermore and in the abovementioned reply Qabathe also indicated that
Estina were amongst others “Trained beneficiaries according to need analysis
and markeling of produce and products both nafionafly and internationsily” and
‘Provide beneficiaries with affercare manforship in conjunction with extension

support from the Department according to the scope of work for each project.”

18.12  On the question of what guarantees the DARD had that the private sector partner
would meet their commitments, Qabathe replied "Notwithstanding anything
contained in the agreement, the Department reserves the discrelion to verify any
information or documenis submitted by other parties in the performance and

execufion of its duties and obligations in terms of the agreement.”

18.13  As political head of the DARD i submit that Qabathe either never verified this as
indicated in her reply or she deliberately ignored the information and indicated a

total disregard for Estina’s contractual prescripts as contained in the agreement.

18.14  In spite of Qabathe mentioning beneficiaries the DARD have disputed the list of
beneficiaries which was aftached to the beneficiary agreement between the
DARD and relating to the Vrede Dairy Project, and as signed by Dr TJ Masiteng

on behalf of the DARD and Mr Jun David Mahlaba on behalf of the beneficiaries.

18.15 Ths beneficiary list of eighty individuals is attached to the contract and is drafted

on a Phumeleia Municipality letierhead and Mr Jun David Mahlaba's name

)

appears on that list. | attach a copy of the said list hereto as annexure “RJ491".
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18.16 From what we have been able to determine there was no real cogent method in
obtaining the beneficiaries and in fact Zwane was pertinently involved in the
selection of these beneficiaries. Rumour in fact had it that Zwane attended the
disirict of Vrede in his vehicle and rounded up any individuals who may have
had an interest in dairy fanming for a meeting at the Vrede town hall and
accordingly compiied ihe hist of beneficiaries from the individuals who attended
this meeting. As such there appeared to be no method in the drafling of the list

of beneficiaries whatsoever.

18.17  On 11 November 2014 the acting MEC for the DARD, Ms O Miamieli ("Mlamieli’)
indicatad in response fo further questions issuad by myself, a copy of which
questions are attached hereto as annexure "RJ12°, that Estina was the sole
service provider on the project and that supply chain management procedures
were foliowed. She went on to indicate in the next reply (aiso in "RJ12") that
“‘beneficiaries were residents from the areas surrounding the project’ with the

same list attached o the beneficiary agreement. | atlach hereto as annexure

"RJ13" the reply.

18.18 | respectfully submit that this confirms that Milamieli was aware of the

beneficiaries and wouid have known of their exclusion from the project.

18.19 | aiso subsequently bacame aware of a report issuad by Nationai Treasury into
an investigation in the Vrede Dairy project which was dated January 2013. |

attach a copy of the said report hereto as annexure "RJ14",

18.20 The abovementioned report indicates that beneficiaries were only identified after
the inquiry by the National Department of Agriculture, Forestry and Fisheries

{"DAFF"). As aresult of this, National Treasury withheld funding from the projects

b
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untl such time as the beneficiaries had been identified.

18.21 The recommendations in the report (more particularly at page 34 thereof)

indicate that "disciplinary action” be taken against Mr Thabethe (HOD) and

Ms Dlamini (CFO).

18.22 Finally, the report indicates that “ultimately the project should be reassessed and
the necessary due diligence should be completed fo ensure that the project is
viable. In its current form the project is not likely to yield a value for money to the

State”. In this regard see page 34 of the repori.

18.23 | respecifully submit that this should have raised serious questions on the part
of the Premier of the Free State as well as the MEC for Finance and the then
DARD. In spite of the above various MECs from the DARD and the MEC for
Finance, Ms E Rockman, continued to ailocate provincial funding to the project.
Furthermore, ihe Premier is responsible for the appointment and performance
of Heads of Depantments in the Province and in spile of the report
recommending disciplinary action be taken against the Heads of Department,
the Premier wilfully ignored this. 1 respectiully submit that this clearly indicates

their complicity in the projecis and more particularly, the possible criminal nature

thereof.

18.24 | subsequenily became aware of the fact that the agreement was cancelled
during or about Aprit 20186. in this regard, an agreement was concluded between
the parties cancelling the initial agreemenl. A copy of this agreement is attached

here to as annexure “‘RJ158".

18.25 The abovementioned raises ceriain pertinent questions pariicularly considering

that the following payments were made by infer alie the DARD to the Estina

J
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project:

18251  9.July 2012 R 30,000,000.00;
18.25.2 18 Aprit 2013 R 34,850,000.00,
18.25.3 26 April 2013 R 30,000,000.00,
18.254 3 May 2013 R 19,050,000.00,
18.25.5 24 July 2014 R 30,000,000.00;
18.256 20 December 2014 R 28,550,000.00;
18.287 8 May 2015 R 50,000,000.00;
18258 & May 2016 R 486,252,652.00.

18.26 i is imperative {0 note that cancellation of the agreement took place during or
about April 2014, Furthermore, and a8s has been set cut above, the report issued
by National Treasury was dated January 2013 and must clearly have been in
the mind of inter alia the MEC for Finance, the MEC for DARD and the Premier

of the Free State despite which all the further payments were made.

18.27 | again submit that allowing such substantial payments 10 be made, indicates a
clear choice to be complicit on behslf of at least the MEC of DARD, the MEC for

Finance and furthemore the Premier of the Free Stale.

18.28 In reply to a question to the Acting MEC for DARD, Mlamieli and as to whether
or not disciplinary action was instituied against the senicr officials as
recommended in the National Treasury report and on 30 April 2015 the Acting
MEC for DARD, Miamleli stated that she was not aware of any investigation into

the appointment of Estina. | attach hereto as annexure “RJ418” a copy of the said

reply.

18.28 This is contrary to what was reported in the reply dated 28 April 2015 when she

1
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was questioned whether or not the DARD had ceased payment to Estina and
what the reason for this was. She recorded that this was due to the National
Treasury report. | refer the above honourable Chairman to page 4 of the

ahovementioned document.

18.30  On 3 June 2015 the Public Protector issued a progress report, a copy of which

is atiached hereto as annexure "RJ17". The progress report records that:

“On 24 June 2074 the Acting Accounting Generai informed that the provisional
report was submitied to the Fremier of the Free State for comment”

18.31 I submit that the then Premier of the Free State, Mr Ace Magashule, had to have
been pertinently aware of the issues surrounding the Estina projects already in
June 2014 and despite this, deliberately allowed further payments in excess of
several hundred million Rand to be continued to be paid towards the project. |
respectfully submit that this indicates that at least the then Premier, Mr Ace
Magashule and members of his executive committee deliberately ignored the
National Treasury report in its content and its recommendations as well as the

progress report of the Public Protecior,

18.32 | am furthermore in possession of a Free State Executive Council memorandum
dated early 2014, a copy of which is attached herelo as annexure "RJ18" in
terms of which the then MEC for the DARD, Qabathe recommended that the
Free State Development Corporation be allocated the 45% shares previously
owned by Estina and that the contract with Estina be terminated without penalty.
When a request was made to Premier Ntombela for a copy of the signed version
of this document, | was informed that the original document was amongst others,
seized by the Hawks and that this signed document was no longer in poszession

of the Office of the Premier and/or the Executive Commitiee. \
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18.33 | attach the reply bereto as annexure "RJ19".

18.34 | again respecifully submit that the approval of the memorandum again
demonsirates that the Executive Committee and the Premier were at least

complicit in an effort io allow the perpetrators involved in this matter to escape

any liability for their actions.

18.35 During the 2014 debate on the budget and with the Office of the Premier |, in a

session, made the following statement:

“The Virede Dairy project is another project that has only benefitted a company
cailed Estina and their friends in the Provincial Government. By cancelling the
confract, Estina appears to have milked the taxpavers and is now alfowed o walk
away withouf penalties. The inflation of prices of goods and services provided to
the project as welf as possible liregularitias with the appointment of Estinag are

common knowledge.”

18.368 | attach hereto a copy of my speech as annexure "RJ207.

18.37 in reply to this the Premier devoted all of his time during the reply in the debate
in a fierce personal attack on me and my family that filled no less than iwelve

pages of the HANSARD. | attach a copy of the extract of the HANSARD hereto

as annexure YRJ29™.

18.38 Again, this demonstrates complete unwillingness on behalf of the Premier and

the Executive Council {o take responsibiiity for whal took place in Estina,

18.32 During a sitling of the Portfolio Commiltes on Agriculture and Rural Development
which took place on 25 February 2015 | asked the MEC for the DARD several
questions regarding the Vrede Dairy Project. In particular, my questions related
to the roll of the Deparimant in the project at the time and what financial support

they continued to render to the project.
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18.40 The then MEC for DARD, Qabathe, at first triad to dismiss the questions claiming
that they pre-empted the State of the Province address debate scheduled for the
forthcoming Friday. She then indicated that it was not on the agenda for the
Committee. The chairperson of the Committee, Mr Thabo Meeko, conceded her

requests and disaliowed my questions.

18.41  During a further sitting on 17 June 2015 and after Qabaihe had become Speaker
of the Legislature and Zwane was reinstated as MEC for the DARD, | posed

certain questions to him during the sitting relating to the Vrede Dairy Project.

18.42 Zwane refused to answer my questions and the Speaker Qabathe protected him
by ruling in his favour. | wrote to the speaker on 1 July 2015 contesting her ruling

and requesting her to instruct Zwane to reply to my questions but received no

response.
18.43 | atiach hereto my letter io the Speaker dated 1 July 2015 as annexuras “2J22".

18.44 On the 31% of July 2018, the Auditor General issuad & report a copy of which is

atiached hereto as annexurs *RJ23"
18.45 The upshot of the report was o find inter alia that:
18.45.1  That the Vrede Dairy Project had effectively not been handed over to the
beneficiaries, and as such it was not established for this purpose as it ought

to have heen; and

18.45.2 1t confirms that payments were indeed made in regards the project even after

&

the DARD had withdrawn from and terminated the project.
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18.46 Subsequenily the Hawks investigation resulted in the arrest and charging of Mr

Thabsthe, Ms Dlamini and Dr Masiteng amongst several other role-players on

or about 15 February 2018,

18.47 What was visible from the investigation of the Hawks was that none of the
members of the Executive Councit who weare pertinently involved in the project

were arrested or charged.

1848 Subseguently and on 28 November 2018 the National Prosecuting Authority
withdrew the charges against all suspects provisionally for reascns which | am

not yet aware of,

1849 H one considers the content of the National Treasury report as wali as the context
of the information | have set out above, | respectfully submit that it clearly
indicates that the then Premier, Mr Ace Magashule, then MEC Zwane, MEC
Gabathe, MEC Mialeil and MEC Rockman were pertinently aware of the issues
and problems with Estina and aliowsed substantial payments {0 continue being

made towards this project while being pertinently aware of the issues theraof.

18.5C | submit that this together with the failure to implement the disciplinary
recommendations of the National Treasury Report against the former Heads of
Depariment makes them complicit in the greater Estina scheme and that they

ought to also account along with Mr Thabethe, Ms Dlamini and Dr Masiteng.

1851 In summary and io substantiate what | state in this paragraph, the reasons for

this are as follows:

18.51.1  They were supplied with proof of serious malfeasance by National Treasury

s

in the appointment of Eslina and deliberately ignored this;
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18.51.2  They were aware of the skewed share allocation to Estina and the fact that

Estina never contributed any of its own funds as required in the agreement

with the DARD;

18.51.3 The contract was drafted in the Office of the Premier and indicates that the
Premier should have been aware of this project and even the

misrepresentations refating thereto;

18.51.4  The approval of the project by the Executive Commitiee in spite of the
misrepresentations made by Estina and the DARD that they had an

agreement in place with the Indian company Paras Dairy;

18.51.8  The continued appropriation of funds to the project in spite of knowledge that
the DAFF had withdrawn funding due to the National Treasury report

indicating serious malfeasance;

18.51.6  The implementation of the project with the knowledge that there were initially
no beneficiaries and that lists of beneficiaries were only produced afier

enguires, made by National Treasury, which beneficiaries were side lined and

ignored in the project;

18.51.7  The fact that no agricultural project of this magnitude could possibly have a

reason to exist, without beneficiaries as listed zbove;

18.51.8  The canceliation of the agreement by the Executive Committee under Premier
Ace Magashule withouf penalties and with the knowledge thai Estina did not
meet its commitments further makes them complicit in aiding and abetting

Estina and their partners to escape the consequences of the irregular and

Hlegal activities. g
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18.52 Finally, and regarding the report issued by the Public Protector on 8 February

2018, a copy of which is attached hereto as annaxure "RJ24”, | submit that this

also substantiates much of what | have stated above.

18,53  What is of inferest regarding the Public Protector's report is that an interim report
was issued, a copy of which is attached hereto as annexure “RJ25" which |

submit atiributes substantial blame to the politicians involved in the matter.

18.54 This is the subject of an administrative review through the Public Protecior’s
report. This matter is, however, the subject of an administrative review
application which has been argued and in which judgment is being awaited. This

application was brought by the Democratic Alliance in the High Court of South

Africa, Gauteng Division, Pretoria.

18.55 Should the judgment in the abovementioned matlter become available | will

ensure that a copy thereof is presented o the Commission.

18.56 This is all | wish o record at this stagse.
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40“/1 i lcolv
DERPONENT
Signed and sworn before me at Bﬁﬂ/\\tl/\l,w\ ___ this ;2 :[-H'\ day of
\OP [ \ 2019 after the deponent declared that the deponent is familiar with the

contents of this statement and regards the prescribed ocath as binding on the deponent's
conscience and has no objection against iaking the said prescribed oath. There has been
compliance with the requirements of the Reguiations contained in Government Gazette R1258,

dated 21 July 1972 (as amended).

COMMISSIONER OF CATHS: o S

FULL NAMES:

CAPACITY: GERT JACOBUS VAN NIEKERK
Profsssionsl Accountant (SA)

ADDRESS: Pfa VAN NIEKERK ACCOUNTANTS

" Bethfehom, 9760
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PREMIER OF THE FREE STATE PROVINCE ON
16 FEBRUARY 2012

Honourable Speaker & Deputy Speaker of the Free State Legislature
Honourable Judge President and esteemed members of the Judiciary
Leaders of the African National Congress and the Alliance
Honourable Members of the Executive Council and Legislature
Honourable Members of the National Assembly and the NCOP

RJ-020

The National Chairpersan of SALGA, the Provincial Chairperson of SALGA and all local

government leadership
The Chairperson of the Provincial House of Traditional Leaders

Leaders of the business, sports, traditional and religious sectors

Members of the diplomatic corps, including the Consul General of the United States of

America, Mr Earl Miller and the Indonesian Embassy Consul for Economic Affairs, Mr

Berlian Helmy
Veterans and stalwarts of oyr struggle
Comrades, compatriots and friends

It is an honour to address the Legislature, our guests, viewers and listeners at this
occasion of our mid-term State of the Province Address. Qur sincere appreciation goes
to everybody who has taken the time to honour this occasion as we report on our mid-

term achievements and challenges, including our vision for the years ahead.

Today, we reaffirm our commitment to serve the people of South Africa

particular, the people of the Free State, in pursuit of a non-racial, non-sexist, democratic
and prosperous province, where every citizen - African, Coloured, Indian and White -

¢an pursue their full measure of human development and happiness,

Centenary of the African National Congress

On 8 January 2012, the African National Congress returned to its piace of birth as we
commenced the year-long centenary celebrations of our liberation movement in
Mangaung. The founding fathers gathered in the small Wesleyan church in Waaihoek to
Map out a path towards freedom based on the profound values that are the heart and

soul of the African National Congress,

I wish to acknowledge the presence amongst us of the Maphikela and Moroka families:
as well as the presence of many of our military veterans of Umkhonto We Sizwe, The
plight of all miiitary veterans will continue to remain our priority area and we will work
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closely with the South African National Military Veterans Association to further address
these matters.

Allow me, honourable Speaker, to also acknowledge the contribution of former Premiers
of the Free State not only to the struggle to attain our political freedom but also in
building a post-apartheid democratic state.

As | travelled through the province before and after the celebrations, it became clear
that our domestic and international visitors were overwhelmed by the hospitality of the
people of the Free State. Let me immediately acknowledge and appreciate the efforts
of our communities, biack and white, which extended this warm welcome to our visitors.

Selemo sa 1912 e bile mathomo a leeto la dilemo tse 82 fe lebisang tokolohong.
Nakong ena, ba tiileng pele ho rona ba lefile ka bophelo ba bona e le hore rona re tle re
phele monateng wa tokoloho mehleng ya rona. Dilemong tsea tsohle, African Nalional
Congress e ile ya hlahisa baetapele ba ikgethang ba kang Albert Luthuli, Oliver Tambo,
Walter Sisulu le Albertina Sisulu, Nelson Mandela, Chris Hani Charfotte Maxeke, Lillian
Ngoyi, le ba bang ba bangata. Banna bana le basadi bana ba ile ba re behela mohiala
wa boetapele bo hiokang boikgopolo, mme ba bopa metheo ya boitshwaro e kgemang
mmoho Je boifelo, boikokobelso, boitshwaro bo botie le tihompho. Mehlaleng ya bona re
fumana ho kgothala le mafolofolo a ho lwantshana le diphephetso fseo re tobananeng

le tsona kajeno.

Honourable Speaker, last year | stated that the Centenary. celebrations will never be
reduced to a mere project of the African National Congress. It is a celebration of our
political emancipation from racism and oppression and the return of fundamental rights
to the disenfranchised. It definitely includes the liberation of women from all kinds of

oppression and discrimination.

The centenary celebration and the celebration of political freedom achieved since the
first democratic election, indeed, belong to all South Africans. it also presents us with
an opportunity to pay our respect and tribute to the icons of struggle produced by the

Free State province.

The Free State has recfaimed the historical greatness of its people. The founding
venue of the African National Congress, the Wesleyan Church in Waaihoek, the
Maphikela House in Bloemfontein and the Winnie Mandela house in Brandfort have
been declared as national heritage sites. Additional memorial sites that will be prioritized
by the naticnal and provincial government will include the 1913 revolt of African women
in the Free State, the Moroka house in Thaba Nchu, Bram Fischer's house in Westdene
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and the Mahabane House in Kroonstad as well as various cemeteries and grave sites of
our freedom fighters.

Dit is deel van die kulturele erfenis van die Vrystaat en Suid Afrika. Dif is nie net die
erfenis van een spesifieke politieke party nie.

Our efforts to commemorate and give recognition to these historical sites continue to
redress the distorted cultural landscape of the Free State. The former residents of
Waaihoek, who are now primarily located in Batho, will benefit from the national land
restitution programme this year.

Provincial Economy

Honourable Speaker, statistics show that there is a gradual decline in the population
growth of our province. In 2001, the Free State housed 6 % of the country's population,
but this declined to 5.4 % in 2011. This adversely affects the provincial fiscal envelope
and makes it increasingly difficult to achieve the service delivery standards that we have

set for ourselves.

We have engaged with National Treasury to submit a compelling case that the
funding formula of provinces cannot be primarily based on population statistics but must
take into account major factors such as geographical size and the historical economic,
social and physical infrastructure backlogs of provinces.

Our pravincial economy registered negative growth of 1.8 % during the 2009 global
crisis. Recovery has been slow as illustrated by the 2.1 % growth achieved -in 2010.
Aithough the growth figures for 2011 have not been officially published by Statistics
South Africa, the provincially economy is expected to grow by around 2.8 % in
2011. Undoubtedly we require a comprehensive industrial development strategy for the

Free State.

It will require the scale of determination and courage that brought about the realization
of the Containerized Manganese project in Bloemfontein. This partnership between
the Free State Devslopment Corporation and Transnet uniocks the bensfits of the
central locality of the Free State by linking the mines of the Northern Cape,
containerizing the manganese cargo in Bioemfontein and transporting it by rail to the
Durban port from where it is exported.

The centrality of our Province, our resolve as a Free State govemment, including our
potential as a major player in the movement of goods and the logistics sector have been
realized through the inclusion of the Harrismith Logistics Hub project in the Durban -

Ltbs

LYV
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Free State - Gauteng logistics and industrial corridor as announced by President
Zuma in the State of the Nation Address. '

Mid Term Review

Honourable Speaker, we have initiated a formal mid-term review of our progress in the
national and provincial priority outcome areas. This process is expected to be finalized
by July this year. However, we are already able to reflect on some of the progress we

have made to date;

» Our matric pass rate has improved from 69.4 % in 2008 to 70.7 % in 2010 and
75.7 % in 2011.

o By January 2012, the availability of drugs at our health facilities has improved to
96 % across all districts against the 68 % when we took office in 2009.

+ The 2010 provincial crime statistics showed a reduction in only one category of
crime whereas the 2011 crime statistics for the Free State showed a decrease in 17

types of crime. {f.w?r_] Do {)’.e\i:\.% )’“‘J‘%}
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We have rebuilt 1 thousand 339 dilapidated houses iﬁ the towns of Van
Stadensrus, Jagersfontein, Kroonstad, Brandfort, Ficksburg, Senekal, Paul Roux
and Phuthaditjhaba, handed over deeds of transfer to 4 thousand 338 beneficiaries
and constructed in excess of 14000 houses through various housing

programmes.

e« We have strengthened the capacity of government immeasurably. This is
illustrated by the permanent appointment of 1069 teachers in 2009, the filling of
1898 school- based posts in 2010 and a further 945 school based posts in 2011.

¢ During 2010, we appointed 250 Emergency Medical Service personnel and filled an
additional 828 posts in Health. To date, a further 4435 vacancies in Health were
filed during the current financial year, including 677 security officers at 19 health
facilities. 297 Masupatsela Youth Pioneers were permanently appointed in April last

year.

« Our investment in the future of our youth is strongly illustrated by the
implementation of the Provincial Bursary Programme that has resulted in the
maintenance and allocation of bursaries to approximately 6000 students in the

period 2009 to 2012. S
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* We improved our job creation opportunities through the Expanded Public Works
Programme from 18,115 in 2009/2010 to 32,108 during 2010/2011. The target for
the current financial year is to create 26, 979 opportunities and to-date 33 thousand
954 work opportunities have been created out of a total of 1, 237 projects.

Amongst the infrastructure projects we have completed since 2009 are:

« The construction of 13 state of the art schools and the upgrade of hostel
accommodation at various rural schools throughout the Provinge.

. Infrastructure projects at five hospitals, the new Multi-Resistant Drug Unit at
Kopano Hospital in Welkom and the Forensic Mortuary as well as the Naledi
Transport Centre at Wepener and the Philip Sanders Resort in Bloemfontein.

e Various new libraries, the High Performance Tralning Centre for Boxing at the
Free State Sport Science Institute in Bloemfontein and ‘multipurpose sport
courts at Vredefort, Heilbron, Petrus Steyn, Luckhoff, Diyatalawa, Mokgolokoeng
and Qibing/Wepener, a community gym in VanStadensrus as well as local talent
development centres in Sasolburg (Metsimaholo), QwaQwa (Maluti-a-Phofung)

and Thabong/Welkom (Matjhabeng).

« The Thitapole Dam in Motheo, irrigation developments in the Xhariep and
Lejweleputswa districts, a poultry hub and water reticulation in Fezile Dabi as well
as schools, halls, créches, solar energy, clinics, houses and sport facilities in the
Thabo Mofutsanyane district have been completed as well as the construction of
14 animal handling facilities in four districts.

Honourable Speaker, the provincial government has strengthened its relationship with
ESKOM as one of the key staksholders in our service delivery environment. During the
past year, ESKOM achieved 6 559 electrification connections with a target of an
additional 1 454 connections this year. During the past vear, an additional 6 Compact
Fluorescent Light roil-out projects (total of 13 000 residential) and 11 energy efficiency
projects were implemented at a cost of R128 million. This is in addition to the 2.1 million
CFL's, 14 684 solar water heating geysers and 24 897 ripple contral units that have
been delivered since 2007. ESKOM is also constructing a technical training centre in

Welkom.
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Creativity & Innovation - Cornerstenes of an Interventionist Developmental State

Our initiatives to confront the challenges that face us have been frustrated by a plethora
of limitations. These limitations range from the global financial crisis to issues closer to
home such as unnecessary bureaucratic red tape ‘and, at times, a frustratingly rigid civil
service. Qvercoming these limitations requires innovation; it requires us to try new
things, what academics often refer to as an “alternative development”.

We introduced Operation Hlasela in 2009 and stated that; “We are launching an ali-out

%&f offensive to free our people from the burden of poverty and underdevelopment,” In the
U‘ﬁ 2010 State of the Province Address we emphasized that; “In simple tenms, Operation
Hlasela is a strategy, based on the ANC Elections Manifesto, which focuses on mass

mobilisation, intervention, collaboration and partnership to fulfil the notion of “working
together we can do more.”

Again, in 2011, we addressed the Operation Hiasela approach as follows; “Operation
Hiasela is not a stand-alone project that requires additional and separate funding by the
provincial government. Operation Hiaseta brings together the resources of all spheres of
government - national, provincial and local — in a focused manner in order to bring about
real and concrete change in the lives and localities of our people.”

The tewnship revitalization programme implemented by the Department of Public
Works symbolizes our commitment to bring about real change in the lives of our people
through the Operation Hiasela approach. Itis a joint urban regeneration project between
the Provincial and Local spheres of government and is part of government's Integrated
Sustainable Rural Development and Urban Renewal Programme. Ii involves the
revitalization of strategic urban localities through refurbishing of infrastructure.

We have implemented the township revitalization programme in towns throughout the
Free State. We have reached the towns of Comelia, Frankfort and Tweeling in the
Mafube Local Municipality. In the Ngwathe Local Municipality, the communities of
Parys, Koppies, Heilbron, Edenville and Vredefort have experienced the benefits of this
approach. We have done extensive work in Kroonstad in the Moghaka Local
Municipality as well as in the towns of Henneman, Virginia, Odendalsrus and Welkom in
the Matjhabeng Local Municipality. The Masilonyana Local Municipality implemented
the programme in Winburg, Theunissen, Verkeerdevlei and Soutpan.

Small towns such as Vanstadensrus, Ladybrand and Hobhouse and major urban areas
such as Batho, Botshabelo and Thaba Nchu have benefited from the programme. Qur
continued focus area in Thaba Nchu will include the establishment of regional offices of
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growth over an extended period of time in order to significantly increase labour
absorption. The finalization of our customized Growth and Development Strategy will
concretize a shared vision and plan for our province in line with Vision 2030 being
developed by the National Planning Commission.

Major projects

Major projects announced during previous years have begun to materialize. This
includes the launching of the Kraft Paper Manufacturing Facility during April 2011 and
construction is expected to commence in the new financial year.

The Harrismith Logistics Hub {now part of the Durban — Free State — Gauteng
corridor) and the N8 corridor development remain some of the major projects that wiil
unlock and stimulate the economic growth of the Free State.

The Passenger Rail Association of South Africa (PRASA) has finalized the feasibility
study of the Kimberiey — Bloemfontein — Maseru Rail link and this project has been
identified as one of the prime rail investment projects in South Africa. Our work on this
project in partnership with the national Department of Transport, PRASA and other

stakeholders will continue.

A Technical Cooperation Project to support Small Medium and Macro Enterprises
has been established in partnership with the Intemational Labour Organisation and the
Government of Flanders. This partnership aims to train and mentor approximately 2000
Small Medium and Macro Enterprises and is expected to contribute significantly to job

creation.

In recognition of the potential of the tourism sector to contribute significantly to
economic growth, the provincial government will continue to support tourism initiatives
such as the Bethlehem Air Show, the Cherry Festival in Ficksburg, the Phakisa Power
Boat Festival, the Tour de Free State and the Free State 500 NASCAR. These
initiatives do not only offer economic benefits but also support the provincial
government’s social cohesion programme.

We have undertaken the restructuring of our provincial public entities, specifically the
Free State Development Corporation and the Free State Tourism Authority. Further
consideration must now be given to improve and strengthen the governance
structures and arrangements of these provincial public entities and the extensive
recommendations of the Auditor-General will be implemented.
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A comprehensive recovery and turn-around plan for the Free State Development
Corporation must be finalized in order to position it as a new vehicle to drive economic
development. Until this process has been finalized, specific measures will have to be
implemented to ensure that small businesses in distress do not become victim to the
inherent challenges of the Corporation. These measures must include the placing of a
moratorium on the foreclosure of businesses in distress. We have initiated a process
that will ensure that such measures will comply with the required legislative frameworks.

Re tla potiakisa ho thehwa le ho hodiswa ha dikoporasi, hahaolohoio indastering ya
theksthaels. Ana e tla ba a mang a mawa a Ha re thusa ho tsose boljha dibaka tse
kang Qwagwa le Botshabelo. Ho lebelletswe hore phumantsho ya diyunifomo tsa
bahlanka ba sephethephethe, dinese, dikolo, bahlanka ba tshireletso le ditthoko tse ding
tse amanang le mmuso di tia tsamaiswa ke di co-operatives. Phepho ya bana dukolong
e lokelwa ho eiswa ke di co-operatives. Ha re Hlaseleng unemployment! Ha re

Hiaseleng bofuma! Ha re Hiaseleng botswa!

We have made significant progress with the in-sourcing of identified services at our
public service institutions, specifically with regard to the permanent employment of
cleaners and security officers. As existing contracts to render these services reach their
termination date, the further in-sourcing of identified services will continue. | wish to
acknowledge and appreciate the support that we have received from organized labour,

specificalty NEHAWU, with this initiative.

Hon. Speaker, one of the objectives we had set ourselves was to correct some of the
injustices to which our workers were subjected to during the past. When QwaQwa
ceased to exist as a so-called homeland, a number of female workers were transferred
from their place of residence to take up employment as cleaners for the provincial
government in Bloemfontein. During our interaction last year with cleaners of the
provincial government, it was agonizing to realize that these mothers had spent more
than a decade away from their families in some of the lowest-earning income categories

in the public service.

Today, 18 years later, we are finally able to announce that Me Malitaba Tshabalala, Me
Makolc Mahlomaholo, Me Puseletso Moeketsi, Me Linah Motsoeneng, Me Mantoa
Motsima, Me Manthati Motsoeneng and Me Dimakatso Mphuti have been transferred
back to their place of residence, QwaQwa, with immediate effect.
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Campaign with employers and labeur

Honourable Speaker, throughout recent years we have been speaking about the state
of the provincial economy and the imperative for job creation. As we elavated job
creation as one of the major priorities of government, we understood that it is our role to
create a conducive environment within which job creation can take place. We aiso
understood the critical roles and responsibilities of the private sector and organized

labour in this regard.

The reality is that the state of the provincial economy will not improve and job creation
will not be achieved if we do not take concrete and decisive action. During the
forthcoming year, | will initiate an intensive campaign together with employers and
organized labour with the intent to ensure that all stakeholders cooperate in planning
and implementing programmes that will deliver the real and concrete jobs that the Free

State people and economy requires to bring about meaningful change. W‘“H

Power Generation

A self-sustainability model is essential for the Free State to achicve its economic growth
strategy. The Province needs to become a net exporter of goods and services to other
Provinces and countries. This can be achieved by maximising on its strengths,
addressing its weaknesses and developing mitigation strategies for current and

potential risks,

The development and value adding of mineral resources within the province is one of
the strengths that can be capitalised on. However, this cannot be realised if the country
cannot supply adequate cheap electricity in order to enable the development. There is a
need for the Free State to generate its own electricity in order for it to have greater
control of its destiny. Power generation becomes a value adding activity in the value
chain for the exploitation of the Free State coal reserves.

According to the Department of Energy, the Free State consumed about 8,740
Gigawatt-hours of electrical energy in 2009. About 63% of the power consumed in the
Free State is provided by Eskom, with the Free State municipalities distributing the
balance of about 37%. Eskom supplies mostly the mining, industrial and commercial
customer whilst municipalities supply predominantly domestic customers. The Free
State customer base is anticipated fo grow once infrastructure projects such as the
development of the province’s coal reserves have commenced. Lesotho also offers the

potential of an alternative power market.
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The Free State provincial government will be engaging with national government and
State Owned Enterprises to realize the objective of establishing a power generating

plant in the Free State.
Deployment of Broadband Infrastructure

In 2007, the South African Government approved the building of an information Society.
Information and Communication Technology (ICT) Infrastructure is the foundation to the

development of an information Saciety.

The development of a Broadband Policy is in line with world trends. it is critical for the
Free State to achieve the goal of digital inclusion, enabling universal, sustainable and
affordable access to ICTs by all, and to provide sustainable connectivity and access to
remote and marginalized areas at both Provincial and Municipal levels.

In line with the mentioned strategic objectives, we shall strive to increase the
penetration of Broadband in the Province to ensure the realization of the goal of an all-
inclusive information society that can enjoy the economic benefits associated with

Broadband in both urban and rural areas.

A SKILLED AND CAPABLE WORKFORCE TO SUPPORT AN INCLUSIVE GROWTH
PATH

Honourable Speaker, the provincial government has implemented a comprehensive
programme to ensure that we contribute to the creation of a skilled and capable

workforce.

The Free State Training and Development Institute was launched in 2003 by former
Premier Winkie Direko. The purpose of the Institute is to facilitate in-house skills
development of the highest standard, based on identified skills gaps, to officials
employed by the Provincial Government, municipalities and other entities through an
integrated training model comprising of skills programmes and in-service short courses.

The extent of government's investment in the training and development of its public
service is evident from the fact that 3129 public servanis attended training at the
Institute during the 2009/2010 financial year. A further 2014 attended fraining in
2010/2011 and to date in the current financial year, a total of 3366 public servants have

already attended training and development courses.
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[ am pleased to report that since we assumed office in 2009, 2 thousand 823 young
people benefitted from learnerships and skills programmes- in various fields,
implemented by the provincial government in conjunction with Sector Education and
Training  Authorities (SETAs). An additional 1350 young people started training
programmes during August 2011,

A clear exit strategy for beneficiaries of learnerships and skills programmes are
required. One of the aspects that we will further expliore is the placement of these
beneficiaries with service providers who benefit from government procurement.

AN EFFICIENT, COMPETITIVE AND RESPONSIVE ECONOMIC INFRASTRUCTURE
NETWORK

Honourable Speaker, as mentioned in the 2012 State of the Nation Address by
President Jacob Zuma, over the coming year we will work tirelessly with other
stakeholders to improve the movement of goods and economic integration through the
Durban-Free State-Gauteng logistics and industrial corridor. An increased focus
wili also be placed on the design, building and maintenance of the fransport system and
roads in the province, especially within communities and important service roads to
boost transpottation of goods and services such as our agricultural produce to various
domestic and international markets.

We will intensify the implementation of our plans in finalising the N8 Corridor
Development programme in order to provide economic and social benefits to the
communities of Bloemfontein, Botshabelo, Thaba Nchu, Tweespruit and Ladybrand.
There will also be infrastructure improvements at the Soetdoring; Koppiesdam® Willem

Pretarius and Maria Moroka resorts.

VIBRANT, EQUITABLE AND SUSTAINABLE RURAL COMMUNITIES WITH FOOD
SECURITY FOR ALL

The provincial govemment introduced Mohoma Mobung as the provincial growth and
development strategy for the agriculture and rural development sector. It is a multi-year
mega Public and Private Partnership business concept that deals with income
generation through farming in the rural area of the province, the creation of on- and off-
farm agri-business, value chain enterprises and Black Economic Empowerment.

Ons het aansienlike vordering gemaak met die implimentering van inisiatiewe wat ons in
die verlede aangekondig het. Dit sluit in:

Iy
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Implementation of Mahau, Boitumelo, Tshepiso, Aganang and Oppermans
Irrigation schemes in the Xhariep district area to utilize 3000 ha of water rights.

Twenty two mentorship confracts were signed to provide support to two hundred
and ninety five (285) farmers.

Agro-processing have been extended at Wilhelmina through provision of
additional processing equipment for fruit, a dairy parlour and dairy animals and
extending production. In partnership with Potato SA and the Department of Rural
Development and Land Reform, agro-processing of potatoes at Makgolokoeng
both through planting and the imminent construction of a processing plant where
frozen potato chips will be processed.

A dairy project will be established in Vrede that is expected to create an additional
150 jobs,

We are in the process of implementing thirty-nine fish tanks at the Xhariep Fish
Halchery for the production of fingerlings in the three towns of Springfontein,
Koffiefontein (Gotswametsing) and Bethulie. 13 Fish tanks will be established in
each of these areas and the Xhariep district has been identified as a fish hub for

the next three years.

Honourable Speaker, allow me also to recognize the immeasurable contribution of our
established farming sector that contributed R188 million to the provincial economy
through the export of animals and animal products to SADC and European Union

countries. | would like to specifically mention:

Mr Almur Smit from Parys who exports layers to Lesotho;
Mr Edwin Claassen of Sasclburg who exports red meat to Lesotho, Namibia,

Swaziland and Botswana.
Supreme Poultry from Botshabelo that exports poultry meat to Lesotho and

Nam%bia, and
Mrs Tefblanche who exports hides and skins to European countries.

It is important to_ emphasize that South Africa is a constitutional state and there will be
no land-grabbing that takes place in the Province or the country. We call upon all Free

fale farmers, and white, to work together to maximize agricultural output that will

increass food security for us all.

&
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SUSTAINABLE HUMAN SETTLEMENTS AND IMPROVED QUALITY oOF
HOUSEHOLD LIFE

The integration of our communities must be the starting point that drives human
settlements, because this will inevitably lead to sustainability in economic development
and social inclusion. The government of the Free State is mindful of the legacy of
apartheid spatial development that continues to haunt the democratic South Africa and

the Free State Province.

Our human settlement approach is driven by our resolve to improve the quality of life
for our citizens. Our intention over the years going forward is that our citizens, in
particular the historical disadvantaged, must be provided with shelter. Clearly, the
process of providing ownership of houses has ensured the creation of relative economic
assets and security to many members of our society, i

The Free State Development Corporation has entered into a tripartite partnership with
the Free State Department of Human Settlements and the Mangaung Metropolitan
Municipality to facilitate and implement a Mixed Housing Development of 3,000
housing units in Mangaung. The project is aimed at addressing the housing needs of
persons in the R3,500 to R12,000 per month income bracket, who do not qualify for
RDP houses and struggle to obtain home loans from commercial banks, A similar
partnership was entered into with the Moghaka Local Municipality for the construction
of 2,000 Mixed Housing Development units in Viljoenskroon and Kroonstad.

Whilst we will continue to eonsolidate our housing delivery programme, we must be
critically aware of the need to maintain the highest level of prudency in the management
of service-delivery as well as the appropriate planning of municipal services, Over this
year, we will focus on improving municipal area development that leads to social and
economic development. This renewed focus will be preceded by comprehensive
performance planning that delivers on needed improvements in targeted areas.

Mohlomphehi Speaker, Selemong sena se tlang re tla tsepamisa maikutio haholo
phethelong va diprojeke tsa bodulo tse sa phethelwang. Ke boetse ke lastse hore re
lokela ho gohofla bodulo ba maqheku, haholohoio ba dilemong tsa bomashome a
supileng, le ho feta, bao esale ba le fenaneng le emetseng matlo hio tloha ka 1994, Ruri
re hloka ho shebana le ditlhoko tsa karolo ena Ya baahi ba rona e hiokang tihokomelo
hanghang. Re tla eisa meralo ya tthabolio e ditieho di lekaneng hantle, ya dilemolemo,
@ sa shebanang le ditshebeletso tsa motheo feela, empa e tla isa ntshelsopeleng ya
moruo le bophelo Botshabelo, Thaba Nchy fe Qwagwa.
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From the inception phase, the development of these plans will be done in
consultation with communities and all relevant stakeholders. We will also involve
the appropriate national government departments, national agencies such as the
Development Bank of South Africa (DBSA), Industrial Development Corporation (IDC),
ESKOM and TRANSNET. | will convene a Premier's Town Development Summit to
discuss the implementation of the plan with potential investors and social partners.

We will embark on an extensive programme to identify housing beneficiaries during
March this year together with our Community Development Workers, Ward Committees

and local municipalities.

In addition, we will consolidate human seftlement infrastructure development of soclal
and rental housing in Masimong Harmony, G Hostel, Silver and Dark City and
Brandwag. The Brandwag social housing project in Mangaung entails the conversion of
municipal flats into social housing and aims to increase the social and economic
integration of the area and targets low-income eamers as beneficiaries. All tenants who
are currently staying in the project area and who fall outside the target market must

relocate.

RESPONSIVE, ACCOUNTABLE, EFFECTIVE AND EFFICIENT LOCAL
GOVERNMENT SYSTEM

Honourable Speaker, despite various improvement in some of our municipalities in the
Free State during the past two years, much still have to be done towards creating viable

and sustainable municipal service delivery.

We believe that government should achieve this by ensuring that municipalities have
sound financial and administration systems, by building a strong revenue base that not
only encourages, but also hold the users of municipal services accountable for the
payment. In conjunction with the political leadership within municipal councils and their
management teams, we will work towards the delivery of quality and sustainable
municipal services and improve participatory democracy where communities to facilitate
community involvement in governance and development in their areas.

The 2009/2010 audit outcomes of municipalities, showed an improvement in the audit
outcomes of six municipalities, whilst 13 municipalities remained unchanged and one
municipality regressed. The audit outcomes of municipal entities showed an
improvement in two instances whilst three remained unchanged.
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in the forthcoming year, we will be deploying teams of suitable qualified ang
experieniced personnel, comprising of both the provincial and national sphere of
government as well as the private sector, to the Mafube, Ngwathe, Tokologo, Nala,
Phumelela, Masilonyana and alf Xhariep municipalities to provide sustained Support

over a longer term period.

Many challenges remain in ensuring access to basic services for all our people and in
the strengthening of Municipalities. We, therefore will make infrastructure repairs of
Séwerage and systems, water and electricity,fupplies with municipalities and the

ithi aler and electricity indusiries in Wesselsbron, Lusaka
(QwaQwa), Parys, Odendaalsrus, Ficksburg, Botshabelo, and in Mangaung in the areas
of Isithwalandwe, Khayslitsha and Phase 9.

In addition, honourable Speaker, the implementation of the extensive Cleaning
and Greening Campaign throughout the Free State will be intensified.

We Serve as our foremost priority and that we make excellent service delivery standards
the norm of our daily work. Equally, honourabie Speaker, allow me to acknowledge and
appreciate the role of all our public servants, including erganized labour, in bringing
about meaningful change in our service delivery environment.

COOPERATIVE GOVERNANCE

The Provincial Executive has through various interactions with the President and the
Ministers of Finance and Transport requested national government assistance for the

of intervention.
DEALING WITH CORRUPTION AND FRAUD

Honourable Speaker, the Department of Public Service and Administration myst inftiate
a review of the regulatory frameworik for the management of conflict of interests of
public servants. The current framework provides for the compulsory disclosure of
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There is, however, no such requirement regarding the disclosure of financial interests of
public servants below the tevel of Director. Not surprisingly, the majority of the identified
cases of conflict of interest involve public servants who fall outside the senior
management service and therefore have no disclosure obligations to meet. | have
requested the Minister of the Department of Public Service and Administration, the
Public Protector, the Auditor-General and the Chairperson of the Standing Committee
on Public Accounts (SCOPA) to provide us with further advice on this matter.

& all instances of identified conflict of interests, as reported by the Auditor-General, are
investigated by the relevant Provincial Department and appropriate action will be taken
by the relevant department. A report on such action taken will be filed with the Provincial: 3\\}@‘
Treasury and the Office of the Premier and will be provided to the Auditor-General. ‘\

¥
The Office of the Premier and the Provincial Treasury are coordinating a process where {j\‘\‘@

The Provincial Treasury is also coordinating a process to ensure that reported
irregular, fruitless and wasteful expenditure reported by the Auditor-General are

propetly investigated by the relevant departments and, where possible, corrective action 3’
.t
i

is taken. Such correclive action may include disciplinary action against officials _
responsible for causing irregular, fruitless and wasteful expenditure to be incurred and

the possible recovery of monies from such public servants or service providers. 0(.

YOUTH DEVELOPMENT

Honourable Speaker, the Free State province produced young lions who would have
been able to make an invaluable contribution to the achievement of our political and
economic freedom. | wish to pay our respect to the late Manniki and Boiki Motlohi,
Nathaniel Melthalfe Teboho, Freddy Basholo, Solly Mdingi, Sipho Mutsi, Teboho Sikisi,
Thengiwe Ndlovu, Scotch Moeketse and Master Nakedi.

These young lions embodied the spirit of youth leadership produced by the African
National Congress. They were strong-willed, vocal and principled. They displayed a
profound knowledge of the founding principles and values of the African National
Congress, the struggle for a better life for all people of the Free State and they
understood the dynamics of generational leadership. Indeed, their absence leaves us

much poorer.

Youth unemployment is not only a statistical matter, but it is at the core of the quality
of life, as it negatively affects the welfare, livelihood, development and progress of
youth. There is obviously an imperative for us to act decisively to intervene and arrest

the challenges of youth unemployment.



RJ-036

targeted strategies and programmes to be developed together with our private sector
partners to proactively address this challenge.

V7

We are pieased to announcs that ESKOM has confirmed that they will draw 150

candidates from the unemployed graduate database for placement in intemship
“programmes in the human fesource, engineering, communications ang finance fields.

Through the provingial bursary programme, we continue to generate requisite skills
that are necessary to Support the New Growth Path and the development priorities of
the Free State Province. The Office of the Premier, the Central University of
Technology, the local government and private sector will be cooperating in the
development of a programme that will resuit in the placement of students who require

For the 2012 academic year, we have allocated an additional 1500 new bursaries
deseiving students to study at various Universities and Colleges throughout the country.
Last year we also announ ne Bursary Holder”-progra

During 2009 a total number of 336 bursary holders completed their studies. The
graduaies, who did not find employment, were all taken up in intemship programmes in

various government departments.

During 2010, a total number of 242 students completed their studies. 22 of these
students were employed in the private sector and 181 were employed in

government,

The preliminary statistics for 2011 suggest that a minimum of 200 students would have
completed their studies. As in the past, those graduates of the bursary programme who
do not find other employment, will be accommodated in learnerships in the respective
provincial departments and provincial public entities.
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An overview of the progress we have made in the youth development sector include the
following;

. The National Rural Youth Service Corps (NARYSEC), the Re Jala Peo
programme, household profiling to inform the Comprehensive Rural Development
Program (CRDP) and War on Poverty (WoP) and the establishment of youth
development  cooperatives focusing on ptimary production, marketing,
manufacturing and processing.

« The Tourism Ambassador Programme, the Hospitality Youth Initiative and the
Training of Chefs programmes focusing on facilitating youth empowerment in the
tourism and hospitality sector.

« The National Youth Service and the implementation of apprenticeship, learnership
and contractor development programmes.

Hon Speaker, these examples illustrate the significant extent to which the provincial
government has translated its youth empowerment and development policies into
practice. Some of our priorities in this regard will include;

e The possible expansion of the National Youth Service and existing youth
development initiatives

o Facilitating the introduction and/or improvement of appropriate career guidance at
secondary school level in consultation with Student Representative Councils,

institutions of higher leaming and other stakeholders

. Creating an environment conducive to promote youth entrepreneurship linked
with business development support and.

. The establishment and development of youth cooperatives

We acknowledge, honourable Speaker, that we could further strengthen the
coordination of initiatives between ihe National Youth Development Agency as well as
the provincial and local spheres of government. The participation of the NYDA in the
provincial cluster systom will facilitate the prioritization of youth development issues.

k1

| will also be convening a Free State Youth indaba within the next three months where

we will create an opportuni to interact with all youth on matters relaling to
_empowerment and development.
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SOCIAL COHESION

district,

Our efforts to ensure the inclusion and mainstreaming of our most vulnerable sectors,
specifically the disabled, women and children, in the programmes and initiatives of
govemment will continue. Specific focus will be placed on ensuring that substantial
progress is made in ensuring that we meet our targets in the employment and
empowerment of women and the disabled. The provision of assistive devices and
our focus on inclusive education will be maintained,

We will continue our support and involvement with Identified sports codes such as
Free State Rugby and our rugby team, the Cheetahs. The Free State provincial
government will actively support the initiatives to ensure that the Cheetahs retain its
status in super rugby. Our soccer teams, Bloemfonteln Celtic and Free State Stars,

are ensured of our unwavering loyalty and support.

Implementation of our programme aimed at the upgrading of school and public sports
facilities will continue. The first phase of design of the upgrade of the Seisa Ramabodu
Stadium has been completed and construction has commenced. The roll-out of
community gyms will be included as one of our priorities to promote and achieve a

“healthier lifestyle for ail of our people.

—_—————

The expansion of various sport, arts and cuiture programmes to all sectors throughout
the Free State will be promoted. During this term of government, we will aiso ensure the
aestablishment of the Keizer Sebothelo and Lister Skosana Museums as these wili
further extend the scope of preservation and promotion of the Free State’s cultural

Honourable Speaker, the significance of our initiatives to encourage and promote
reconciliation towards achieving social cohesion should not be under-estimated. | want
to urge all people of the Free State to participate in these initiatives, inciuding Mandela

Day and the annual Reconciliation Walk that we initiated last year. = —————
2oy and.m
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The Summer Olympic Games will be hosted in London this year. | am sure we are all
unanimous in expressing our support and well wishes to the South African sportsmen
and women who will make our country proud during these Games.

Allow me to use this opportunity and join the rest of South Africa to extend heartiest
congratulations and good wishes to the wife of the late former ANC Treasurer Generall,
and SACP general secretary, Moses Kotane, who turned 100 years old on Sunday the

12" of February.

CONCLUSION

Honourable Speaker, | would like to invite the members of this House, the media and

the general public to accompany us on a public visit to verify the progress we have
made against the objectives we have outlined for ourselves. The details of these

verification visits will be announced over the next few days.
Honourable Speaker, there is no more appropriate way to conclude than by
emphasizing President Zuma's referral to the wisdom of ANC Waomen's League

founding president Charlotte Maxeke who said in her Presidential address to the
National Council of African Women;

“This work Is not for yourselves — kill that spirit of self, and do not five above
your people, but live with them. If you can rise, bring someone with you”.

Let us Hlaselal
Laat ons Hlaselal
Ha re Hiaseleng!
Thank you.

Baie Dankie

Ke a leboha.

WS shdody e shded Vugp 4
b Qi \/\g%\g - ]W ™ (}\ﬁwlj\,\
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Member of e Executive Council
for Agticeltuse & Rural
wevelopment

FREE STATE PROVINCE
10 July 2013

Me 8 Magwandana

Chairperson
Portfolio Committee on Agriculture and Rural Development

Private Bag X 20581
Bloemfontein
8300

Honourabls Chairperson

REPORT ON THE VREDE INTEGRATED DAIRY PROJECT

In relation 10 your inquiry about the matter referred to above, | would like to respond as
foliows:
Vrede integrated Dairy Project: Proposed integration of Dairy and other slements of

production and processing with the smphasis on value-addition and beneficiation, such
as a range of processed dairy products aligned with the Agri-BEE business norms

stipulated by Government.

1. Executive Summary

The Department of Agriculture and Rural Development is setting up of an Integrated
Daity Project at Vrede in the Eastern Free State under the Mohoma Mobung inftiative

as outiined in the concept document as its flagship Project.

The Department representative and a representativeof Estina visited india, the largest
mifk producers in the world, and mat with several established Dairy Producers and Milk
Processing Plants, many of whom expressed keen interest in working with the
Department on this prestigious Project,

Page s ofs
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The Depariment thereafter signed an agreement with ESTINA PTY LTDon the

producers in India,to deploy this flagship Dairy Project in Vrede. The Agreement covers
safting up of Dairy Plants to produce milk and related Dairy products in South Africa.

A phased investment by partners in the project is based on a total projected investment
of R570m {five hundred and seventy million rand). The first phase implementation of
the project is based on an initial Grant of by the Department whereby & total of R114
miflion is required per year. This will add up to a total committed grant of R342m (thres
hundred and forty two million rand) over a period of three years. The second Phase
implementation i8 the Processing Plant by Estina for the Amount of R228m {two
hundred and twenty elght million) in the second year of implementation. At the moment

we are implementing the first phase of the project.
K
DAIRY INFRASTRUCTURE (PHASE ONE) %
2 Location — Vrede, Phumelela Municipality
& Caitle — 500 Cows in-Dairy and 500 Cows to be donated
* infrastructure = Dairy Parlour/Feed Storage/Fesd-Laots/land cuitivation for
Feed

PROCESSING PLANT (PHASE TWO)
& State of the Art Certified Facilityto be setup
o Initial Processing capacity of 100,000 litres per day
1 Initial targeted milk intake of 40,000 fitres per day.
4 Products to include Liquid Milk, UHT Milk, Cheese and other products

PRODUCT MARKETING & SALES
% Products will be branded “Mohoma Mobung"”

¥ Aggressive marketing campaigns using celebrities and Sports icons as
brand ambassadors

» Supply of Bulk Milk to Hospitals and UHT Milk to Schools

Pagezot5
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The department is in the process of facilitating the identification of 100 members of the
Community who will be parficipating in the project

2. The flagship project

The cbjectives with the project are to:

] Utilise the existing natural and other regources to create a viable large-scale
integrated agro-industrial enterprise;

Broaden the agro-industrial production base of the district;

improve ths food security situation for a number of rural communities;

Create a number of small enterprises; and
Alieviate the poverty of the surrounding communities.

In the table below a short summary is provided of the salient figtires which apply to the
pianned project.

QOverarching Benefits for the Province and the Nation

® In line with the Agri-BEE business norms stipulated by Government, it has been
agreed that a new Special Purpose vehicie {SPV) be created in which ESTINA
will hoid a 48% share while the remaining 51% shares will be distributed to

selected Grant recipients.

» Estina will provide the required capital injection as outlined in the proposal, as
weil as the technical know-how.

* it iz envisaged that this integrated agri-business project will become a centre of
excellence for the entire Free State and even the neighbouring Provinces.

* Eventually this Project wiit provide On-site, in-service practical agricultural
training for aspirant farmers to equip them for the profitable operation and
management of their own DARD projects, albeit:

~. Primary production of livestock and agricultural produce, or

— Value-adding and beneficiation to livestock and agricuflural produce

Pags 3of 5
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+ ~ Basic business, financial and management skills training and in-service

application

» Cooperative processing, vakie-adding and beneficiation of livastock and
agricultural produce for all DARD projects in the Free State

@ Cooperative marketing facilities into the major consumer markets of South and
Southem Africa for all milk projects in the Free State thus creating the necessary
critical mass and aconomies of scale which will untock additional financial benefit

for project participants
3 Phases for Proiect Deployment

The Deparment has brought to the fore the problem of fack of funding for this project
which has been a major stumbling block in the exacution of this type of project in the
past. Thie lssue was also raised as a serious concern by the Indian Partners. However,
with a view 1o crystalizing the vision of the Department, Estina has, of their own accord,
enabled a phased approach to the project, whereby the Department will release
available funds and Estina will ensure the implementation of the project in a modular
form with technical know-how inputs from Estina and, when required, financial

participation as well,

4, Tha need for the chosen Dairy Project

fi;gn be concluded that there is an urgent need for this project based on the following
« The sale of milk provides extra income on a regular basis fo rural people who
often have just enough to get by. Milk sales also improve the nutritional status of

rural populations, though not necessarily the urban needy. Milk is also one of the

few agricultural preducts which can be supplied and marketed regularly by non-
landowners. A dairy plant creates Johs in rural areas, and thus helps check

urban migration,
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» Mik and milk products are thought of as staple foods in most developing

— " __counires, Favourable production condifions ‘mean_that averyona can consume
large amounts of milk and dairy products. For many of the world's peoples,
however, even though milk plays no role in the diet, if balanced food is availabla
In sufficient quantities, neither heaith nor welfare should be affected by the lack
of milkk. Milk protein can enhance plant protein and in a diet combining several
foods, a compensatory balance is established among the various sources of
proteins. Animal proteins supply essential amino acids, plant proteins can then
econormically top up the total supply.

« Many Third World countries find it hard to right the balance of payments:
imported dairy products are one foreign exchange savings which can be effected
by a dairy development policy. Moreover, international prices may go up in the
medium or long run, placing a country which is not in a position to partiafly
substitute imports by focal production at a disadvantage

I trust that this report will suffice. Should you require any further information, please do
not hesitate to contact this office.

Yours faithfully

cheﬂa,,.que,

Ma. MG Qabathe (MPL)
MEC.: for Agriculture and Rural Deveiopment

Free State Province
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FILE: Interview Dlamini - CFOC

Present: Suad Jacolbs — ENS, Trevor Barnard - ENS, [Dipatle] Dlamini - Department of Agriculture

and Rural Development,

JACOBS: CFO, thank you very much for meeting with us this morning. As we discussed
yesterday, we would ke to chat to you about the Vrede Dairy Project. Overnight you
prepared some documentation for us and we started with the pack that you indicated
addresses, bullet point 1, 2, 6, 7 and 8 in the letter that we sent you last week requesting
documentation. We were just talking about the documents. You were taking us through the

documents so effectively this presentation that I'm having a look at now, titled *Proposal to the

| Department of Agriculture and Rural Development from Integrated Dairy Project in Vrede, Free

State. You say this presentation was made by Esfina on 24 May 2012 and this presentation was
made of the senior employees in the Depariment that visited India.

DLAMINI Yes.

JACOBS: Allright and you mentioned that the senior members of the Department that had

e 0T

————

—ra

visited India was the HOD for the Department as well as the MEC.

DLAMINI: I'm net sure [inaudible 0:01:30.4] yet the memo from the Premier that [normally] the

Premier faxed. [Inaudible 0:01:36.0] I'm not 100% sure of the MEC but I'm 100% sure that should.

he attended was port of the delegation that went there but the office will then before you
leave, would have given you the memo that was opproved by the Premier for people to go to
India.

JACOBS: And when was the trip to India2 Do you know more or less? We can see the exact
dates from the memos and the motivations that would be attached but

DLAMINE Fremember of relying the fact that { still remember whaot date was it

JACOBS: Butit was after, you say this presentation was after that visit.

DLAMINT Ja this presentation was after that visit.
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JACOBS: Ok so Estina came here and they did the presentation. You say senior management

was present.

DLAMINI: Yes.

JACQOBS: Whois that?2

DLAMINL it was two Directors and ' was also there. [HOD] was also there but unfortunately,
that's what I'm thinking, I'm still struggling to locate from the secretary, the person who was
taking the minutes has bofth resigned, so I'm not able to, I'm sfill frying 1o trace the aftendance
register for that particular day and the attendance register and the minutes of that particular
day but few people, I'm not sure maybe you must also advise me because | can also get
people who can confirm that | was in that meeting. | can give you, | can make a list and say
people must confirm because if | can give you the list thot you confirm to say that they were in
that meeting.

JACCBS: The HOD was in the meeting and you were in the meeting.

DLAMINIE: Yes.

JACORBS: You're cleor on that?

DLAMINI: Yes.

JACOBS: Mr Masikeng, was he there?

DLAMINIE: I'm not sure whether Dr Masikeng.

JACCBS: But we'll check with him.

DLAMINI: Was there but you will check with him whether he was part of the meeting.
JACOBS: And the MEC was she there?

DLAMINI: MEC was not there. It was a he then, not she.

JACOBS: Oh.

DLAMINI: The she is no.

JACORS: So the MEC wasn't present?

DLAMINI: No, the MEC wasn't present.
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JACOBS: And who is the MEC at that stage?

DLAMINE MEC Zwane,

JACOBS: And the new MEC is?

DLAMINI: MEC Qabathe.

JACOBS: How do you spell it

DLAMINI: Qabathe.

JACOBS: And when was she appointed?

DLAMINI: Qabathe, March.

JACOBS: 20132

DLAMINIL: 2013.

JACOBS: So effectively Estina came to speak 1o you and io do o presentation on the project.
DLAMINIE: Yeah.

JACOBS: Ok and what was the presentation about?

DLAMINL: If you look at that presentation that preseniation was basically about setting up o
dairy project right? The location and everything, it was identified by us, by the Department.
Myself could only be when the delegation was India, this was some of the things that were
discussed and then they had to come up and then make a follow up fo say where is the
location and all that so ja. Basically the presentation was about setting up and partnering with
us in terms of doing the dairy in different states.

JACOBS: Ok,

DLAMINI: And they also, | think at the heart of the whole thing is to [inaudible 0:05:41.0] they
want to come and invest in terms of putting up o profiting land and the Department must
[inaudible 0:05:54.4] about the farmers in ferms of setfing up the dairies which the dairy would
produce the milk and the processing plant will assist in terms of the beneficiation of the milk,

JACOBS: Ok. We are going to go through this with you but | can see some of the

documenitation looks familiar already.
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DLAMINI: Yeah we gave some of the documentation of it to, that was the memorandum of

—

argument which ciso regulate the country fo country but it’s the broad one is sent by the
Minister. Those are the minutes is the extras because that was another meeting with the DG,
who took place with the DG, the MEC, Treasury, the HOD Treasury, the [inaudible C:06:45.9]. The
reason why I'm giving you the exfras is because the meeting was called, the meeting show you
the results of the, if you lock at the Exco resolution, that’s the resulfs of the Exco resolution right
but it was called in the Premier's office by the DG right but unfortunately I'm alse not able to
locate the Minister of the meeting but the extras is from one of the advocates who is o State
Low advisor in the Premier’s office because when | was frying to say to them “Can you give me
the minute and the tender [Inaudible 0:07:17.8] for that particular day nobody could give me. |
could not locate that but the advocate said “I can give you the extras that my own [Inaudible
0:07:27.9} that | was making for that particular day.

JACOBS: Ok. Fine. We're going to take you through all of the docurnentation. We have a
couple of questions we would like to ask you obviously but let's just have a look so these you
can ge through again, have some idea and then the others?

DLAMINE This are the payments | give you, | give National Treasury already copies of this
payments. The unforfunate part now is the time when | did them | did not know that my
[naudible 0:08:03.2] in finance gave me the copies. My problem now is that we have just,
Finance has just moved from the from Town to here so some of their documents are still in boxes
and it's a lot of documents so we could only troce two of those documents but | believe that
majorify of documents or all of the documents | may have given them to National Treasury
already but this ones there | did tell you because this ones without the sheet of the copy that
shows who approved what but this one has got all the information in it. So this relates to the
payments [inaudible 0:08:46.5] with that [incudible 9:08:52.7] and then this pack here are
[inaudible 0:09:15.9] communication between us, Estina and the communication within our

[Inaudible 0:09:21.0] and the consultation that we did with the farmer. This pack here addresses
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the budget issues. We dlso asked about documents relating to the budget, this oddresses the
budget issues. My only dilemma, | need to agree with you because this could [be business] are
fhe only copies that we are having but there is a lot of information in this. It's not only relating to
the Vrede deal it relates to all the grants right, the CASP grants but in it you’ll find thot Vrede is
here so I'm not sure whether you'll allow me fo copy this cover page that shows this particulor
document was approved and also make you a copy of the extras that shows that Vrede did
was budgeted and the grant was approved. The business plan for, this is what you call the
business plan for that [inaudible :10:45.9].

JACOBS: Not familiar with the document. Let's have a look. We have got copies or you
provided copies of the 2013/2014,

DLAMINL: This is 2013/2014 one. This is 2012,

JACOBS: 2012/2013

DLAMINL: Because the [Inaudible 0:11:04.2] has started last year mos.

JACOBS: If someone could copy this for us today that would be great. What Pll do is we'll have
a look through our file but | think we have a copy of the 2012 2013/2014. If that is the case then
I’'m not going to take another copy.

DLAMINI: Ok.

JACOBS: Becguse then we'll just mark it that you’ve given us this copy and if's the same.
DLAMINE All right. So in the meantime while, when we are finished while you’ll be seeing HOD |
will then make a copy 5o that before you ledave you get a copy or unless you want to take it to
HOD then | can make it overnight and then fomorrow night

JACOBS: Dr Masiteng drafts this, Dr Masiteng so we wanted to chat to Dr Masiteng about this
document.

DLAMINI: 1It's a CASP co-ordinate, one there.

JACQOBS: Does he not have caoples of.

CLAMINIL That’s the one | [inaudible 0:11:58.7]1 from you.
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JACOBS: Ok that's fine. We leave that for now,

DLAMINI: These are all the allocation letters from Treasury. The allocation letters is relative, that
comes and says this is what we are dealing for agriculture and ihis is housing and all those
things that is specific that indicates.

DLAMINI: Can I have signed versions of these documents please? These are not signed, none
of these so | need the original.

DLAMINIE: Il have to check with the office of the HOD if they have originals because normally
Provincial Treasury would have sent it via the emails. That one is signed. That one is not.
JACORBS: This is Mr Thabethe

DLAMINI: Those are final allocations. Let me see no then this one is [inaudible 0:12:52.6] tender
basically you can work from this. This one is [faulty]. This is a final, it's the same document
linaudible 0:13:17.0] this one, you can take this two copies [Inaudible 0:13:22.0]. | will then try
project the signed copies of 2014/20

JACOBS: This one is signed ond one of the others are also signed.

DLAMINE [incudible 0:13:34.6] told me this project | can. This one is [inaudible]

JACOBS: Is this the some one?

DLAMINI: No this one is

JACQOBS: let's take the preliminary allocation its ok. Then I'll just mark it and you could have
that one because | think that one is alse

DLAMINI: No this one and that one is the same. At the back of that one there's another one of
2013/2014, that one is not signed, that's the one | must get the signed copy for you.

JACOBS: No | think that one is sighed.

DLAMINL: No this one is 12/13 to 14/15. It's the same as this one. Look at the one that is signed.
These two are the same.

JACQBS: No, they're addressed fo different people.

DLAMINI: Oh they're those two different people because we had two different departments.
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That's fine.

JACOBS: We've got these two ond the preliminaries that are fine. Have we gol every page of
ite

BARNARD: Ah.

JACOBS: Isit the same?

BARNARD: ['ve gone right through this it's the same. I'll check the front and middle of that so
that | can check every pack.

JACOBS: Have we got that from. | think the back one will be the right cne, that one was the
one that we submitted. Is that the one we picked up in Pretoria?

BARNARD: Hm.

JACOBS: That's fine. So we've got the 2013/2014.

DLAMINI Qk ihen I'll [ingudibie 0:15:07.9] make copies for this you.

JACOBS: It's fine let's just check that it's the sighed off ones so that we know we're dealing with
the [inaudible B:15:13.3] ones. The signed off would be [inaudible 0:15:17.5]

BARNARD: Here.

BARNARD: [Inaudible 0:16:11.0] is at the back.

JACQOBS: Ok.lwant to check if it's all signed. [Mahaia] want us fo arrange this quick before
trial that evening. | think that's probably best [inaudible 0:16:27.1] so it may not be exactly the
same. Can we have a copy of both please?

DLAMINI: [inaudible $:76:33.7]

JACOBS: There were many that were made afterwards. | was concermed that we may have a
[unrendered] version then. Maybe we may react and, we may be [expecting] him accurately.
DLAMINI: It's fine. I'll just copy it like this.

JACOBS: Allright.

BARNARD: This is [inaudible 0:16:565]. There's a sighed copy that's never [inaudibie]

JACOBS: Itis?
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BARNARD: Yeah. Let me show you. This one is not signed ne?
JACOBS: Ja butlet us for the sake of being safe let’s just get the proper one.

BARNARD: [Incudible 0:17:14.9] copy.

DLAMINI: Ok. This address is [inaudible 0:17:18.8 progresses]

JACOBS: Also page 502

BARNARD: Ja there's two copies, one blank.

JACOBS: Two copies of the same page but | don't want to take the risk that we

BARNARD: [t will be safer to make a copy.

JACORBS: Because there, you see there was submissions related to [Lima Letse ma) that was
rejected and then they were findlised.

DLAMINIE: Madima Mobeni

JACORBS: [Incudible 0:17:41.6] progress report. s there only one progress report?

DLAMINL No there are many there.

JACOBS: Oh are these all of them?

DLAMINE Jait's all of them.

JACORBS: Ok these are dll of the progress reports to date?

DLAMINI: it is all the progress reports to date,

JACOBS: That's perfect.

DLAMINI: This address is [Inaudible 0:18:08.0] which point 14 are saying Identity and contact
details of all the directors and shareholders or beneficiaries of the Agri BEE entity. What I'm
giving you is only the list of the beneficiaries. Istill to get other information in terms of

JACOBS: So that I do the list, ok its 80 people

DLAMINI: Yes and | also still to canfirm with the last time | checked the Agri BEE entity was still
work in progress but they're subsequently been informed that is the set up so I'll have just to get
that confirmation and then before you leave | will tell you whether the documents are there or

not and that would mean if the document is not there in terms of the Agri BEE entity, we give
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you the beneficiary then we still to findiize the entity and the sharehoiders and gll that but those

beneficiaries are the ones that have been [perform] trust and all that and then they become

the sharehclder in the entity.
JACQBS: Ok.
DLAMINI: Yes.

JACOBS: Allright,

DLAMINE What | have not given you or the point that | have not addressed is the issue of the
feasibility. We [delft] the feasibility and that's the only feasibilities parly that we are having that

we provided to National Treasury and I'm sure you are in the possession of that feasibility
[inaudible 0:19:35.2]

JACOBS: [Ja we are]

DLAMINI: The trip relating to Indig, {'m still waiting for those documentation fram the cffice of
the HOD. Maybe by the time you see him he will be having those documents. The office can
provide you with that. There was also payment information. The payment information in terms
of [Nuvendo] | also | don't know what happened. That's why I’'m saying some of our documents
are sfillin the boxes that make the [having] a [incudible 0:20:14.3] for this company that we are
still busy looking for that [inaudible 0:20:20.4)

JACOBS: And then you still need to give us payment documents.

DLAMINL: No, payment documents | gave you | must give only the vendor information,
JACOBS: No ne butit's only the two.

DLAMINI: That's why I'm saying the payments documents fhere’s a reason | gave you that
because that one has got the supporting documents but the supporting documents would
understand even if | gave you one payment they will be the same throughout,

JACOBS: But surely there are different work being compleled for different payments. It can't
be the same work completed for different payments.

DLAMINI: It's because the payments were done as a transfer not as pay the invoice.

ke —
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JACOBS: Ck we can chat about that you can
DLAMINI: We will talk about that
JACCBS: [Inauvdible 0:21:01.7] you get there.

DLAMINI: Ok fine.

JACOBS: Ok payment documents. Then you menticned, sorry, the CK documents for the legol
entity. Do you have the name and the registration number of the legal entity because we can
check up whether it's registered or [inaudible 0:21:21.9]

DLAMINL The legal enfity, that's why | want to understand. You mean Estina or you mean the
Agri BEE enlify.

JACOBS: No, the Agri BEE.

DLAMINE: No the Agri BEE entity that's why I'm saying I'm waiting for the documentation that's
why [ did not your point 13 also.

JACOBS: So there's no

DLAMINI:  No currently the money is poid into Estina’s account,

JACOBS: And the vendor information? The payment, the vendor payments, the bank account
details and all of that where's that?

DLAMINI: | thought you wanted from the [inaudible 0:21:51.9] maybe that is another off search
for myself. | will get you the banking details {inaudible 0:21:56.9].

JACOBS: We wanlt all of the detaqils thaf you have, the [statute].

DLAMINE And the first [statute].

JACOBS: The first [statute] to get Estina ja.

DLAMINI: Ok no 1t's fine. | will get it for you.

JACOBS: So Estina financials ok.

DLAMINE [Incudible 0:22:32.6]
JACOBS: So dllthe internal documents relating fo discussing or accepting the proposal, that's

the first batch of documents you gave us corresponds between the Depaortment and Estina.
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The feasibility study that gave rise to the need for the project. All documentation related 1o the
frip fo India. All supply and chain management documents related to this project including the

bid specification. So there are no supply chain management documents.

DLAMINI: No there are not because there was a deviation. | give you the deviation admission.
JACOBS: Ok. Al documents relied on by Mr Masiteng Ms Dlamini and Mr Thaibethe in proving
that deviation, all documents relied on Mr Masiteng, Ms Dlamini approving and accepting the
proposal. Where are those documentsg

DLAMINE I'd give you that's why | said some of the documents they go through [inaudibie
0:23:52.5]. If youlook at the first one thot's top of the deviation, it's two in one. It tops off
accepling the proposal and it's also saying it's a request for deviation also.

JACOBS: Ok.

DLAMINI: So that submission is in [inaudible 0:24:14:.3]

JACCBS: Alldocuments relating to budgeting for the project. All documents related o the
payments effected on the project. All project progress linaudible 0:24:24.2] performance
repeort which you have given payment information for the legal entity. All decumentation and
delails related fo the Agri BEE entily that was established to being [hurled] from this project and
the identity of the directors and shareholders. Ok so that’s still oulstanding. The fsasibility study
you say there is none.

DLAMINI: [Incudible 0:24:44.9]

JACOBS: You're still waiting for the HOD's office so that we can stil get today. Planning
documentation we will discuss when we get to it. The CK for the legal entity for the Agri BEE
entity, do you think you will be abie to get us that today? We'll be back next week anyway so if
you don't have it today then we can chat about it again next week.

DLAMINIE: That's fine.

JACQOBS: Estina financial documents for payments. All right we are gonna get that information

as well. Thanks very much for preparing all of the documentation. | know that considering that

L
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according fo the HOD, our [directive] was only received yesterday. It must have been quite o
mission to get all of the documentation as much as you did fogsther.

DLAMINIE:  But [inaudibie 0:25:43.3] do you remember the correct address because you still was
looking from me the electronic copy of this.

JACOBS: [Inaudible 0:25:52.8] It's the same address that | [inaudible 0:25:53.3]

DLAMINI |'s the same address, [ wondered why you [inaudible 0:25:56,1]

JACOBS: | [kept] it to the PA, we faxed it, we emailed it to what 3 different addresses but from
now ohwards | copy you on any [inaudible 0:26:04.7] this because. Did you receive my email
yesterday?

DLAMINL: Yes | did receive 1.

JACOBS:; Jathen | copy you an this.

DLAMINI: Yes please.

JACOBS: But then what I'll do s if ) send correspondence I'll just sms you to say did you get it
then | know until | get a response from you you may not have received it

DLAMINLE That will help. That will help [Inaudible 0:26:23.7]

JACOBS: | don't expect that there will be a huge amount of correspondence but shouid there
be I'li send it directly to you as well. I'll copy the CFO; I'll send it to both you and the HOD and
then send you both an SMS so you can just confirm that you received it. Sometimes | think your
server there may be a little bit of fraffic on your server.

DLAMINI: It's ¢ big problem.

JACOBS: Sometimes | think with more than one department we've picked up that the server
traffic can be.

DLAMINI: Don't talk to our IT [Inaudible 0:26:53.8] so our address is not the same as others so.
JACOBS: I'went into your website as well and we siruggled to get details for you guys off the
website because the one website says it’s no longer the active website, there's gonna be a

new website and it says click the link and you click the link and you dan’t go anywhere and ja.
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DLAMINI: The [Polesa) website? |
JACOBS: No buf even for the Departments, more for the Departments becguse [incudible
0:27:12.1]

DLAMINL That's why | am saying you must first get inio the Free State Provincial and then click
Agriculture ja. No we are fine here, they will move to. You know what? Go and check with the
cffice of the HOD. if the office of the HOD's boardroom is not busy so that if they see HOD they
can see HOD in this boardroom and the rest of the pecople. | don't ke this boardroom, it
doesn't have privacy. Yes. [Inaudible 0:27:57.7] HOD I'm saying or you must request HOD that
It's their turn to use this boardroem than to use this one because this one does not have
privacy. That door does not even close in this one,

JACOBS: Chreally.

DLAMINIE: You can only pullit; it doesn’t close like this one is closed.

JACOBS: Ok. How long have you been with the Free State Department?

DLAMINLI: First date? | have been first date since 2007 December.

JACOBS: As?

DLAMINI: Chief Financial Officer, Department of Housing and Local Gevernment then.
JACCBS: When did you move to Agriculture?

DLAMINI: 2010 December.

JACOBS: 3o you've moved to o CFO position here at the Department.

DLAMINI: Yes.

JACOBS: What is your role as CFO?2

DLAMINI: Financial Management in general. I'm responsible for the financicl accounting which
your [inaudible 0:29:24.9] of credilors, your initial statementis preparation, your revenue, your
[Inaudibie 0:29:32.3]. I'm responsible for management accounting which is budget and
reporting on financials and also responsible for supply chain ma nagement and in supply chain

management I'm also the chairperson of the [Bid and] registration committee. Risk
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management is also part of my responsibility, You must not come again. In the meantime
plecse ask Thato to get me the, find allocation letter for 2013/2014, current financial year find
alocation letter [Inaudible 0:30:41.4]

JACOBS: What are your qualifications?

DLAMINI: | have a B.Com.

JACOBS: CA [SA)?

DLAMINI: No.

JACOBS: Previous to be in the Free Stole you were employed by National Treasury.

DLAMINL Not National Treasury, Provincial Tredsury.

JACOBS:; In%

DLAMINI: I started my career in the Provincial Treasury here in Free State and then | moved o
fhe Municipaiity for iwo years, then | moved to Provincial Treasury of Lmpopo in 2001 up to 2007
| have been in the Provincial Treasury.

JACOBS: In what capacity?

DLAMINL: In the Limpopo from 2001 and 2007 | went there as a Deputy Director: Budget
Management and | then got promoted fo [iInaudible (:31:59.3] and | became the Director
within the same department [Inaudible 0:32:04.3] management and then | moved in the same
department Chief Director. | was general manager. They caoll it Project Director/General
Manager its one thing. Cash management and assets. No in fact the title is Assets and Liability
which is Asset Management, [Inaudible 0:32:41.3] and cash management together. From that
Provincial Treasury | moved to 2007 April | moved 1o the Provincial Treasury of Northern Cape.
TREVOR BARNARD: Northern Cape?

DLAMINIE: Yes. As the Chief Financial Officer but | did not stay long there because the same
year | moved to Local Government and Housing as the Chief Financial [Inaudible 0:33:16.4]
JACOBS: What process was followed in authorizing this project? Talk to us about the earliest

recollection of when this project started and how it had come to your attention and how the

L .
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department identified Estina.

DLAMINI: How the process came to my attention for the first time is when the office of the HOD
made us aware that there will be a presentation that is coming from a company that is going
to deal with, but we did not know this obviously, was to dealing with the company that was
going to. That presentation is on the date [Inaudible 0:34:33.4]. So that process it's in the
normal course of the running of the department. When there is somebcedy either, that person
met with the MEC or the HOD or whoever one of us who’s had - | have this idea or | have this
proposal that | want to share we normally say come and present at the Executive
Management meeting. If there is no Executive Management meeting [Inaudible 0:35:07.7] of
the HOD will write a date for that particular company or any person to come and make o
presentation on

JACQOBS: Present 1o, sorry? The Executive Committee.

DLAMINL: Executive Management Committee yes,

JACQOBS: Of the Department?

DLAMINL: Of the Depariment. So that is the process normally in the running so the same
[audience] started that we were the company chain Estina fo make a presentation but
depending on the current of the presentation we then invite other pecple that we feel might
be of help in the department. The technical people now because the Executive Management
we may not necessarily [Inaudible 0:35:58.0] all the technical issues. So hence | mentiched fo
say one of the, some of the people who affended when this company chain was [Inaudible
0:36:08.7] in the department and also ... people attended.

JACOBS: Allright. So the HOD was the person who thanked you and said there is
presentafion, there's a service provider who wants 1o make a presentation on this.

DLAMINI: Not necessorily the HOD. Normally it will be the invife from the office of the HOD to

say

JACQBS: Sowas it aninvifatfion or was it, what was it2 Was it a email or was it the HOD that
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came to say because you said the HOD said the company is coming to do a presentation.
DLAMINI: That | want to correct to say not necessarily because HOD can not talk to individuals.
Normdily they will send an email to say on this particular date the presentation from a particular
compony. You are requested to come and attend there,

JACOBS: So did the HOD send an email fo that effect?

DLAMINI: It may have come to the office of the HOD. | may not say whether it was from his
email but normally the email will come from the desk of the office manager or the PA.
JACOBS: Ok. Do you have the email or did you receive the e-mail2

DLAMINI: Unfortunately my computer has since been stolen, | den’t have. This one I'm using
[Inaudible 0:37:41.9] | had a housebreak during December so [Inaudible 0:37:44.7] documents
that were in the lapfop is missing.

JACOBS: Are you clear that the HOD or the HOD office sent out an invitation or could it have
come from someone eke?

DLAMINI: [Inaudible 0:38:37.3]

JACOBS: It would come from the HOD#

DLAMINI; Sorry?

JACQEBS: It did come from the HOD's office 2

DLAMINI: Yeah.

JACOBS: Ck. So the HOD invite you 1o this new thing, because of the nature of the meeting
you can remember that logistics was, sorry you said specialists, you invited specialists to attend
it, you invited the economist and the resecrch division.

DLAMINI: The research division was [Inaudible 0:39:32.3]

ACOBS: And to listen to the presentation and this wos the first that you heard of.

DLAMINIE: That was the first.

JACOBS: Ok and what was so that was the first that you heard of the project and then you

waere invited to the presentation and you attended the presentation?
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DLAMINI: Yes.

JACOBS: At the presentation, what tock place? Who came to present?

DLAMINI: | can't remember that guy's name that’s why | was really looking for the attendance
register. It was the guy from Esting.

JACOBS: if Imention his name to you would you recollect?

DLAMINI: 1 den't think so.

JACOBS: if | showed you a picture would you remember2

DLAMINIL Most probably,

JACOBS: Have you ever dealt with him again?

DLAMINI: [Inaudible 0:40:48.2]

JACOBS: [Inaudibie 0:40:48.5) you came through the presentation have you ever seen him
again? | mean this is the premier project for the Province?

DLAMINI: This guy | have dealt with but | can’t remember whether, was he with two people or
one person which had to do the presentation?

JACOBS: So you say you nof [Inaudible 0:41:17.1].

CLAMINIE Twould not want to give conflicting statements because | may not make ¢
thoroughly now, that's why I'm saying if the attendance register was here | would generally
collect and remember exactly how many people come from the Esting side and whether that's

their side but it seems as if they [will] represented that day, Was [Inoudible 0:41:36.1] | don't

remember.
BARNARD: Was the presentation here qt this office?

DLAMINI: The presentation was in the board room down there but that boar room was [things].

BARNARD: | mean this buildinge

DLAMINL: Oh yes it was in this bullding.

JACOBS: So we've shown the picture of Kamal Vasram who is the Director of Estina, you say it

wasn't Kamal that presented. You seem someone that was talier.
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CLAMINL: | remember someone who was a bit taller but | must say | stand to be comrected.

Maybe my. I'm not really recollecting properly.

JACCBS: Ok. So what happens at the presentation?

PLAMINI: Normally the person will come and present and that was.

JACQOBS: Ms Diamini, I'm not interested in what normally [Inaudible 0:42:29.8]

DLAMINI: Ok.

JACOBS: I'minterested in what would specifically happen, whal specifically happened on this
day so if you can't remember then you could just say because we need to be clear. 1 don't

want to confuse and misquote you so please confine yourself fo the facts of this particuiar

matter,

DLAMINI; Ok,

JACOBS: In the presentation on that day you remember that they presented. What was the
nature of the presentation? What did they come and say?

DLAMINE The presentation was started with the contract of [Mohoma Mobung] right, which
was the company. | can only explain 1o say they the partner to Paras [Inaudible 0:43:22.1]
representing Paras and because of their [Mohoma Mobung] that was presented when the
delegation went to India. This is a follow up on that one. It was they do now, the after the
presentation of [Mohoma Mobung] the interests in partnering with us in doing some of the
brochures in [Mohaoma Mobung] of which ene project was the Vrede Dairy.

JACOBS: So they said they are the partner of Pargs?

DLAMINI: Yes.

JACQBS: The Indian dairy.

DLAMINI: Yes. Let me. Nof specifically the partners, pardon my English, not really the partners
but like presenting all the, They have a agreement while they put it in, they have agreement

with Paras that Paras will support them in terms of technology and all that but we. | can't

rememiber asking ¢ lot of things in terms of reaily the relationship with Paras except that they
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not in the relaticnship with Paras and they are here because of that collaberation between
themselves and Poras.

JACOBS: So the menfion they have collaboration with Paras, they parinered, they have an
agreement with Pdras that Paras will support them. You're not [Inaudible 0:45:20.7] by mention
that they have a partnership with Paracs.

DLAMINE No | don't remember them saying they have a parinership. | can’t remember.
[Inaudibie 0:45:32.2].

JACOBS: They mention they have a relationship with Paras and they have collaboration and

that's why they are here because they are interested in pursuing. The presentation that was

made on.

DLAMINI: Mobung.

JACOBS: Mobung to Paras in India?

DLAMINI: Yes.

JACOBS: Ok and what happened then?

DLAMINI: Then we took the [Inaudible: 0:46:11.0] to the presentation. After we have listened to
the presentation [again] and then they left. We discussed, let me say that the presentation was
in such a way that it’s an interaction and we were asking different guestions and all that
[Incudible ¢:46:29.0] questions and comments and then affer that the meeting adjourned. They
left and then we left by [lnaudible 0:46:45.8] department now without Estina. Only the
employees of the department and we discussed which | thought the discussion of which | will
share with you through the minutes that unfortunately, like | said, | am unable to collect today.
The documents from the [krat] for that particular day which were dictated which was a kind of
the discussion.

JACOBS: ks this the empioyee that has resigned?

DLAMINI: Yes that employee has resigned.

JACOBS: Truly the minutes are kept in a central place and not with a specific person?
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DLAMINI: You. That'sright, Unfortunately | don't know what’s happening in that unit that
{inaudible 0:47:31.9].

JACOBS: And which unit is thai?

DLAMINI: Communicatfion.

JACQOBS: And the empioyee?

DLAMINE The employee was Thlagane.

JACOBS: And her supervisor is?

DLAMING Modiehi Thlobelo.

JACOBS: Allright. And you've asked her supervisor for these minutes that she can't find it2
DLAMINI: { asked her, could not find it [Inaudible 0:4%:07.1] a pack of the attendance register
and the minules of this meeting. | checked, | did not find those.

JACOBS: Ok and the supervisor is Modiehi Thiobelo. All right. So you discussed the project and

what happened then? Then after the discussion of the project so you start discussing the

| project and what happened thereafter?

DLAMINI:  What happened thereafter was we lenfively agreed one to say there should be a
task team and you’ll see the letter that talks to that amongst the pack that | give 1o you on the
communications. There should be g task team constituted of the technical pecple ond the
director aiso. The director Thabo Mofutsanyane should also be part of that task team and we.
JACOBS: The task team should constitute of ¢ technical team.

DLAMINI: Yeah.

JACOBS: And the?

DLAMINI: The director Thabo Mofutsanyane [Inoudible 0:51:00.7]. I'm sure it’s the acting
director.

JACOBS: And who’s thot?

DLAMINI: The acting director.

JACOBS: And who's that?
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DLAMINI: Alta Mever.
JACOBS: Ok.
DLAMINE: And further fentively we said yes we can accept the proposal but it must then go to

Exco because the projects must all go via Exco. We then make a memorandum to the

txecutive Council.
JACQOBS: When you mean the Exco vou mean the Provincial Exco?
DLAMINE Provincial Exco yes. Then we make a memorandum fo the Provincial Exco to explain

received today a presentation on a company so and so Estina which wants to do a project

with us in terms of the dairy and then.

JACOBS: Where is that memao?

DLAMINLE 'will request it [Inaudible 8:51:16.3] what | did then the decision of this [Inaudible
0:52:20.6] of that memo.

JACOBS: No I've seen that but that is not very helpful. | mean that basically says that Exco is.
DLAMINI: You wanted [Inaudibie 0:52:27.7).

JACOBS: Ja because we'd like to see on what basis you approached the Provincial Exco.

DLAMINE  Allright.

JACOBS: Because | mean the Provincial Exco doesn’t [cramp] the PMFA. You know what |
mean?

DLAMINI: I'll give you that mema before you leave.

JACOBS: Ck. So this presentation fokes plaoce on 24 May here at the offices, You say there
needs to be a fask feam. What was the task team going to do?

DLAMINE Basically the fask team wos suppose to represent us in terms of a meeting with this
people when they coms, when the company comes and.

JACOBS: When Estina comes.

DLAMINI: When Esfina comes and they go on site. There's task issues of land issues of [Inaudibie

0:53:36.8] discuss issues of land but advising one another. Assisting with in terms of advising
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because they are the fechnical people and also advising us as a department.

JACQBS: Allright so the task team was suppose to represent the department when Estina
comes and they were gonna go to site. Was there a decision to proceed with this at this point
diready? Because that's what it sounds like. Were you going fo be engaging with Estina or.
DLAMINI Tfelt there wasn't really a decision because the decision was only a final decision, let
me sQy there was fentively a decision to say we are buying in. Into the project.

JACOBS: Ok.

DLAMINI: There was. Let me say there was a buy in. Is that the correct English2 There was a buy
in info the project.

JACOBS: It was conceplual, You liked the concept of the project.

DLAMINL We liked the concept of the project. We want to pursue this project.

JACOBS: Ok and then?

DLAMINI: Then there was a follow up in terms of the memo that went to Exco and then after
the memo that went o,

JACOBS: When did the memo go to Exco?

DLAMINI: Can I have that document then I'll tell you exactly when it might have gone there,

JACOBS: Is it that pack? Because Exco signs off on the [Inaudible 0:55:49.9] on 13 June but
there's no indication of when the memo.

DLAMINE The memo might have gone then in June, during thot particular. Is it not undemeath
there? | hope lattached it here. Isn't it [Inaudible 0:54:30.3].

JACOBS: Here, that's the Exco memao. Or that’s the Exco approval but that's not the memo.

DLAMINI: The memo was sent probably the same date because you see its cabinet meeting

13/06/12 50 it was sent on 13 June 2012,
JACOBS: Did you ask the HOD for that memo? What was the task team suppose to deo
because basically you see them on 24 July. You say there wasn't a decision at that stage to

approve fhe project but there is a, can you pass me that file please? There s a document from
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the HOD that directly contradicts what you say and effectively the HOD sent a letter to Estina
datied the 27" May. 4 days afier the presentation, 3 days after the presentation stating that the
deparfment accepted the proposal.

DLAMINE That is why | was saying their acceptance was not necessarily @ binding. [ know what
you are talking about, it’s fine. | gave you dlso in the pack. My understanding is the
acceptance was just to say that we have accepted the proposal but we were still to further it
and appoint the decision of Exco because most of the project needs to be approved by Exco.
We don’t approve projects.

JACOBS: But that's not the indication that you've given the service provider in writing. | mean
effectively what it says is your project proposal for the Vrede Infegrc’réd Dairy [Inaudible
0:58:58.5] Business and related presentation to the department refers and the assistant is [Sanjay
Garkam]. The department hereby informs you that the proposal has been accepted subject to
the signing of a partnership with you which will clearly indicate the terms and conditions of the
relationship. The implementation date will be the dale of our signature on the [Inaudible
0:59:18.1] says this is subject to anything. This is an undertaking that we’ve accepted your
proposal and that we are going to sign a partnership agreement and we'll [indicate] the terms
and conditions in the contract that we're going to sign.

DLAMINI: But the partnership was not geing to or the contract was net going to be signed until
we received fhe Exco resolution.

JACOBS: Whether or not it was going to be received, that's an undertaking by the Head of
Department who's the accounting officer, not so?

DLAMINE: Now | see what you are talking about. Maybe it's one of those things that we [abide]
and.

JACOBS: That's binding because that’s an undertaking by the [AUG] that we're gonna

contract, [Inaudible 1:00:11.4]

DLAMINE | hear what you are saying. | hear what you are saying; | can't [dispute] that.
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JACOBS: What procurement process was followed? Before Exco had been approached,
there’s an undertaking that you're going to accept and on what basis is that undertaken? |
mean the [PFMA] applies.

DLAMINE: Ja the PMFA applies. | think the procurement was was going to be cbviously it's only
ong company which [chain] was their interest in what we're saying we want people to come
and help and it's in line also with some of our projecis which we've been doing in the Province
where companies come., Especially [Inaudible 1:00:56.4] where companies come and say we
want to assist the Department in implementing a particular project and this is what we're going
to offer. Mainly they come in terms of offering their skills more than any other thing and from our
side we support the farmers. Such projects lke if you go to where the project, we have a
project of the chickens. The company which is [VTHB], I'm sure you know VAB has put up in
[Akato]l and we have partnered with them tc say we're going to support the farmers. That
we'll supply the chickens to your famm, fo the other [tow] so what the agreement is in such a
way that [VTHB], we’re going to cast our money into [VTHB]. VTHB will assist in terms of putting
up the sfructure in terms of ensuring that there's chickens for those farmers and ali that. The
main redson why we are doing that, especially with people who are saying, who are having
processing plants. The main reason is we are sure of the fhatchet] for that particular farmer.
Which is the biggest problem that we are facing with our farmers. To say that we have a lot of
farmers but their produce are not taking anywhere, but anybody who comes and say: I'm
putting a processing plant. | want someone who can supply me but these are the conditions for
that farmers to supply me. | need fo be invoived in terms of putting up the structures orin terms
of even getting animals that will supply. Or whatever produce we normally accept, we

normally accept such thing and | think it was in line with that [procedure]. [Inaudible 1:03:00.1]
JACOBS: Coming back to Estinag.

DLAMINIE Jo.

JACQBS: Your explanation for why there was no procurement process is that Estina was the
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only service provider who showed interest.

DLAMINI: They are the only ones who shown interest in the whole thing.

JACOBS: In providing?

DLAMINI: In providing the processing plant, To say they’re gonna put up a processing piant.
That’s the main thing. Otherwise if it wasn’t of the fact that they want to put up the processing
plant, we would not have partnered with them. They say: we're going to invest and put up a
processing plant to put the milk, the cheess and all those dairy products. Then we say: Ok fine
if you coming up with your processing plant we will support farmers in terms of coming up with
the dairy that will supply the processing plant. Because the plant will not move without the
input which is the milk. Mainly that is where we are coming from.

JACQBS: So they say they will put up a plant to process the milk, cheese and?

DLAMINI: Cheese, yogurt, a number of products. Yogurt, cheese, that’s an example but all

those.

JACOBS: How did you ascertain that there was no other service provider who was interested in

providing the service?

DLAMINI: It's because when we started the whole thing of, when we started the whole thing of
Mohoma Mobung we invited. Sorry?2

JACOBS: When was Mohoma Mobung started e

DLAMINI: Mohoma Mobung was started around | think Septemberfdc’rober 2011 but I stond to
be corrected. What then we did, after we have [carled] the documents and agreed to say
this was how we want fo change. This is the strategy that we're going to use 1o try to [be
support] and yes the agricultural development the Free State. We cailed a ot of stakeholders:
we invited the Legislature to make a presentation to say: This is the Mohoma Mobung, this is the
concept, thisis what the concept is trying to do. In the main the concept is irving or the
strategy is to complete the [dairy] chain in terms of our product and we invited all the. The

Legislature we invited, the universities we invited, the farmers we invited, the agricultural
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organisations which are your milking procdlucers, your, what are they called the milking
producers — I stand to be corrected - your BKB's, your [grainless inaudible 1:05:43.1]. We invited
all those stakeholders that are in agriculfure. So and in the main normally what we do, we invite
the when we invite the stakeholders, the milk producers will come with all the companies. Or
the CEO of the companies that represent particular companies in that industry right. So we
tock it that we did a thorough consultation in terms of that but nobody [loaned] an interest.
JACORS: In September/Cctober 2011.

DLAMINI: | think so, September/October 2011. That's why I'm saying | stand to be corrected in
terms of the date right but that process wos done and that is where [Dichaby] also showed an
inferest and say: Because we are bringing in the [Avalo] bring in. you must bring in the farmers
that cre going to supply. So that was the process and after that then | know there is g number
of fimes where HOD was also going to. We even went to the National Departrment of
Agriculture and presented the same concept because it would need a lot of money to do.
That it would need a lot of pariners to.

JACCRS: To do what?2

DLAMINI: To implement it, to implement the strategy. Mohoma Mobung right? So further then
the Infernational [Treal] that there be taken its ane of the things that. Because normally when
they go internationally they need to [see] the stuff. That's one of the strategy that has to be
presented 5o to say in Agriculiure in the Free State, this is what we do and this is where the
whole thing comes from. And maybe | will also mention to soy, as we get into these partners,
the reason why we are not all of them, not signing a [TripleP] partnership also is because we are
supporting farmers. We do not own those assets or we are not deriving any revenue from that.
It's only us saying: here's our farmers, work with them, they produce this, we support the
production and you take the produce. So basically what we do is we facilitate so that the

value chain is complefed in the factor.

JACOBS: So basically Government invests in this project R324m and gets nothing out of it.
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DLAMINI: Yes, the farmers are the ones that ore going to benefit. [Inaudible 1:08:42.8] because

some beneficiaries that you put together and you form your co-op.

JACOBS: Ok,
DLAMINE Yes.

JACOBS: So you don't sign a Triple P because Government is not going 1o benefit.

DLAMINI: Yes.

frm

JACOBS: Out of this process. How does this make sense to the Department? I mean you
spend R324m of taxpayer's money to invest in a project with o foreign company who gets 49%
of the company. The Department gets nothing, making the bulk of the contribution. How does

this process makes sense?

DCLAMINIE: It was suppose 10 be the Government goes to the beneficiary. Cur interest is the
beneficiary.

JACOBS: The beneficiaries were identified when?

DLAMINI: | think Dr Masiteng will be able to assist you in that.

JACOBS: My understanding is the beneficiaries were identified recently. Right after the
National Agriculture asked about the beneficiaries and it is then found that there are no
benesficiaries.

DLAMIND If you read.

JACOBS: This is not sighed and it's not, this document is not dated. It's signed but not dated.
DLAMINI: You will be able to verity that issue with.

JACOBS: Dr Masiteng.

DLAMINI: With Dr Masiteng but if you read, there’s another ietter that | give that | marked,
number, this that yellow sticker that | marked part of number 3.

JACQBS: So say.

DLAMINI: [Incudible 1:10:33.9] number 3. See that something the Minister where we are saying.

did you lock in that one? But there's somebody that looking at that | gave te you, where we
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are preparing fo say the Municipality where we are going to do this project were to assist in
terms of identification of the bereficiaries.

JACOBS: 3o this, am | to understand if | understand correctly are you saying that Estina was
appointed on the basis of being o sole provider?

DLAMINI: Yeah. No, not necessarily a sole provider because they are not the only one in the
country. That's only because they came and say: We wanf fo invest. On the basis that they
are investing. Either they’re investing R228m to put up a processing piant.

JACOBS: Butif they're not the sole provider of the service and how do the Department know
that there wouldn't be other people who would be prepared fo invest if they knew that the

Department wanted fo engage.,

| DLAMINI: No that is why | explained to you to say we invited a lot of people to say: Here are the
commodities.

JACOBS: No, that was in 2010. That's part of your commodity program. We raising a, you
know “Saving the province from hunger project”

DLAMINI: No, that was 2011, when we come with Mohoma Mobung.

JACOBS: Ok, So what project are you talking about, when you went intoe the public and said
to service providers: We're inferested in getting someone who's prepared to partner with us on
this process. Because on what basis do you identify Estina as the company that is only
interested. Because that's what I'm hearing. Unless I'm not hearing you correctly. Because |
agree with you. Estinais not the only service provider who's copable of delivering this. This is @
very generic type of project because in South Africa alone, never mind internationally. | mean )
could think of Clover who would be interested in South Africa. Dairy Belle another one. The IS
Dairy Board, another huge milk and butter producer internationally. Nieu Zeeland also very big
irn the international butter and milk envirenment. On what basis did the Department decide
that Estina was the only company that was interested in parinering with the Department?

DLAMINI: On the basis that, like I've explained that, When we started fo implement Mohoma

L
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Mobung [org]. say the concept or the strategy of Mohoma Mobung right? We invited
stakeholders in the agricultural field.

JACOBS: Was this in, this is according to you in September/October 2011.

DLAMINI: Yes but | don’t want to dwell more on the September/October becauss | say it was in
2011. I'may not necessarily be 100% sure,

JACORS: Ok.

DLAMINL: in terms of the month exactly but Mohoma Mobung started, the startage was
finalised in 2011 let me put it that way.

JACOBS: Ok.

DLAMINI: Right, so we invited the stakeholders in the country right? Including the Milk Producer
Association to say we would wani, we want to complete a value chain in everything that we
do. In the daity, in the red meat, in the chicken indusiry. We want to complete the valve
chain, where we are looking for investors to come and invest in terms of processing plont in the
main. Because from our side, we can only provide the produce. Our farmers we can only
support our farmers o provide the produce but the problem in the maorket where we are taking
the produce right? So as I'm saying is normally when we invile the stakeholders right2 They will
then go back and inform thelr members, righte So that process was done and nobody showed
interest.

JACOBS: But how does Government normally procure? How does Government normally get
involved in Tripple P's and big projects? You advertise don't you?

DLAMINE Yes we do advertise.

JACOBS: Inthe form of tenders,

DLAMINI: In the form of tenders but at the same time and again Government receive proposals

JACOBS: Unsolicited goods that's what it's called yeah?

DLAMINI: We normally receive that.
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JACORBS: Ok

DLAMINI: Right.

JACOBS: And what's the process in dedling with unsolicited goods?

DLAMINI: That is what I'm saying in this case Ma'am. That's why we open 1o say whether we're
right or wrong its fine but all what we are saying is in this case we dare having already a model
that has lbeen run by this department for a long time in terms of assisting. You see if it was like if
an unsolicited [bid] was saying: Come and build this building for Government, it's something
but we are saying: Come and assist farmers. There was that what we could have done. We
could have transferred. do a cooperative right? Transfer the money into the cooperatives
which are the farmers and the farmer’s then deal direclly with the cempany that say: We want
to provide this skill. Like in the cose in Bethiehem. The Bethlehem [Pass] we are doing with Agri.
JACOBS: No. Ms Diamini | don't think it's geing te be helpful if you mention all the other
projects. Let's confine ourselves to this project. Right, so there’s this presentation where you
engage stakeholders. Everybody understands if, then Government procures. | mean that’s well
legislated sinCe the PMFA was you know promulgated in 1999, It's now o piece of legislation
that's been around fer 13 years. We all understand that Government, Provincial and National
Government engages on it's strategies, it follows a procurement process. Now | mean, you
agree with me?

DLAMINI: Yes | do.

JACOBS: Because that's the legislated way of dealing with public funds not so02 The PMFA,
being quite a significant piece of legislation clso deals with unsolicited bids. You agree with
me? As the CFO you would know this.

DLAMINI: Yeah

JACOBS: Soit deals with unsolicited bids. It deals with Trippie P's,

DLAMINI: Yes.

JACOBS: It deals with single source service providers. Right? We've agreed that Estina is not
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a sole provider because the service is not a soul provider type of service. You agree?
DLAMINI: Ja.

JACOBS: You say you didn’'t want to go the route of a Tripple P because Government would
be investing money and getting nothing out of it. So it wasn't aready revenue generating
project. Right? And then the only other thing | can think of that this is potentially, it's not a
single source; it's not a Tripple P, It's then a single, it's an unsolicited bid.

DLAMINE That's why I'm saying for me it's neither all of the three because we are talking of
support of the farmer.

JACOBS: Ok.

DLAMINI: We are falking of the support of the farmer here. We are not talking of acquiring o
service for Government or acguiring goods for Government.

JACOBS: But when you spend Gavernment money and you are procuring services on behalf
of the people then there's a process prescribed fo spend that money, not so2 Or are you
saying: Because we weren't as a department going to benefit from this project, we are not
reguired fo behave in terms of the rules set ocut in the PMFA dealing with supply chain
management?

DLAMINI: Not necessarily not necessarily that. That is why | am saying we applied the model
that we've been applying in the Depariment.

JACOBS: Ok, which is what?

DLAMINI: Which is the same that I've explained to say when we have this,. We have different
kinds of farmers. We have farmers who has the capaocity 1o do themselves. We have
beneficiaries that we organise. For those beneficiaries that we organise, if we have a company
or an organisation which says: | can help this group or: | can help in this area, we fransfer money
into that particular group like | have made an example of VKB which time and again we
transfer money into VKB to assist the farmers right? There's a list of farmers that they assist that

they that we agree. These are the farmers that they assist. The other {Inaudible 1:19:37.4)
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we've, for instance the chicken abattoir, they assist them with the chicken houses and
everything that deals with that business of the chickens. They also assist in terms of the fertilizer
so those that in grain. So that's all that I'm saying is maybe the model is right, maybe the model
is not right but in,

JACOBS: But as the CFO I mean you're responsible for financial management. How do you
justify this expenditure in terms of the legislation? What in the PMFA and in the MFMA or what in
the PMFA in its regulations and in your internal policies autherizes you to behave in this manner?
DLAMINI: | think we describe it in terms of transfers.

JACOBS: Which is dealt with in which section of the PMFA?Z

DLAMINI: Transfers is part of, let me see [Inaudible 1:20:41.5] Il be with you now now.

JACOBS: No, just take your time,

DLAMINIL I'm almost finished.

JACOBS: Sure.

DLAMINE: In Section 38.1{j)

JACOBS: Allright and what does that Section saye

DLAMINLI: In terms of the you remember the Section would be broad but in terms of the Treasury
Regulations which is Regulation 6.4 it talks to transfers and subsidies. [Inaudible 1:28:47 4]
division of revenue grant and other allocation transfers. It says an accounting officer must
maintain appropriate measure to ensure thal fransfers and subsidies to entities are applied to
the intfended purposes. Such measures may include regular reporting internol and external
project requirements and [more] appropriate submission of audited statements. Regular
monitoring procedure, scheduled or unscheduled inspection [usage] or reviews of [definite] or
any other control megsures [Inaudible 1:29:20.3].

JACOBS: And in your opinion this covers payments 10 private organisations?

DLAMINL: Yes it does because it talks of other enfity,

JACOBS: Allright, so according to you Govemment can give away any amount of money it
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feels like without any process being followed as long as it pulls in under Section 38.1{j}.
DLAMINI: No not necessarily os it wishes that's why I'm saying we applied what we know has
worked for us. Yes. Which we applied, which is the process that deal with with other
organisctiorganisations [Inaudible 1:30:09.2].

JACOBS: So your payments to cooperatives, What is the legai relationship between the
Department and the cooperatives that it makes paoyments to2

DLAMINI: Which cooperatives?

JACOBS: Well you've mentioned that your cooperatives that you.

DLAMINI: [Inaudible 1:30:24.7] that’s only grants, there's no legal relationship. It's an
organisation that is in agricultural sector.

JACORS: Ok.

DLAMINI It's a stakeholder.

JACOBS: It's a stakeholder.

DLAMINI: Ja.

JACOBS: And the Department just his private companies funds.

DLAMINE We don't use private companies; we send a memorandum of agreement for them to
assist farmers.

JACCBS: Allright.

DLAMINI: Or beneficiaries.

JACOBS: Yes.

DLAMINI: Yes.

JACOBS: Sothere's a programe

DLAMINI: There's a program.

JACOBS: And they are the organisation in control of that sector for example VKB is whai?
What does it stand for?

DLAMINE TInaudible 1:31:07.7] something. | forgot. | don’t know what it means.




16

17

20

21

22

23

24

25

26

RJ-084

3

JACOBS: And what do they do?

DLAMINI: They do alot of things. It's a cooperative in agriculture right, They provide like, let me
start to say 1) They have a skill in terms in dealing with a whole range of agriculiural activities.
Your grain, your planting, they are now in chickens. They have a know how in terms of the
agricuttural activities. They are able fo advise for us when fo plant, when not to plant. If you
want to for instance you want a explain of the chickens. How to maintain your chickens and all
that, all these things. But in the [name].

JACOBS: That's a cooperative rights So it’s established | assume in terms of the Cooperatives
Act, the Agricultural Cooperatives Act.

DLAMINI: VKB is now a company.

JACQBS: Isit a private company?

DLAMINI Yes.,

JACOBS: With private shareholders?2

DLAMINI: It's a compony cwned by all the members but it's a company now. | don't know
what is shareholding structure but it 's a company now.

JACQOBS: And you say it's o private company?

DLAMINI: 'm not sure if it's a private company but | know it's a company,

JACOBS: Orisit astate owned company?

DLAMINI: No it's not state owned,

JACOBS: Ckit's a private company; it's not established in terms of the PMFA or the MFMAZ
DLAMINI: Yes it's not,

JACOBS: And this is o company, this is an organisation that is effectively to manage, well it
effectively represents all of the farmers, what in the Fres State? Relate that to what?

DLAMINIE Not necessarily. 1 may not say it represents the farmers in the Free Siate, All that | was
saying is it's a company that is there, It's a stakeholder in the agriculiure, they have the know

how in terms of the agriculture. So many ¢ times, they have a range of services that they
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provide. Let me put this exampie: one of the things that they provide, they provide fertilizer
right and how we [chain] io maybe the relationship that | found when I ran this department is
because they give fertilizer our farmers — the farmers that we support — they will then take
fertilizers on credit from them right and they must, they take the fertilizer on credit whatever
green or whatever, what do you call this? Any other thing that relates to planting.

JACOBS: Ok.

DLAMINL They fake it on credit. They go and plant right2 They are expected to pay back. So
the problem arised, they could not. they were not able to pay back right because the produce
are not good and all that. There's losses and all thal. So we then say: Jet's have agreement
with VKB. All this farmers that we suppori, instead of giving them money directiy, or instead of us
buying this fertilizers for them right because we are also limited. We don't have a number of
officials that can assist [Inaudible 1:34:45.9] in terms of capacity. Let’s have an agreement and
we give money to VKB. VKB ensures that they plant their harvest righte That's where the
relationshic came from. So they provide in the main, the skils that they are having.

JACOBS: Ok so they support the farmers becdause they are | suppose recognised experts in this
areq.

DLAMINI Yes.

JACOBS: In the Free State.

DLAMINL: Yes. Notin the Free State. VKB is everywhere.

JACOBS: Oksoit's actually a what2 A national organisation that has agricultural expertise.
DLAMINI: 1 don't know that's national or what but it's everywhere.

JACOBS: Everywhere. Where everywhere?

DLAMINI: In Gauteng there's a VKB, in Western Cape there's a VKB.

JACOBS: Ok so it appears to be almost a national cor [entitled] organisation.

DLAMINI: Yes.

JACOBS: Andit's a cooperative that consists of farmers?
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DLAMINI: Yes.

JACQBS: Ok so it's an Association in the farming industry?

DLAMINE Yes,

JACOBS: And it's owned by its members?

DLAMINL Yes.

JACOBS: Now you say that is regulated by a memorandum of understanding?

DLAMINI 1 don’t know what regulates them.

JACOBS: So what regulates the legal relationship between the Department and VKB2
DLAMINIE: Oh yes between the Department and VK, we sent a memorandum of understanding.
JACQBS: Ok. Do you have a copy of that memorandum of understanding?

DLAMINI: | can make it available.

JACOBS: Please, I'd like to understand the basis on which you engage with VKB, Now VKB is
fundamentally very different from Esting.

DLAMINE But maybe let’s take Estina coming from the background of, because | think our main
issue is not necessarily Estina here,

JACOBS: No our main issue is Estina because Estina is a fwholly] private owned company.
DLAMINI: No. Let me comrect myself. I'm saying between the discussion yes Estina is a big
company but what we are saying is what made us - from our side — what made us fo say; let's
get info this agreement with Estina. It's because of the Paras which are experts in the milk
industry,

JACOBS: Ck. 5o Paras indicated that they were interested in gaining or in becoming involved in
the project?

DLAMINI: Not becoming involved but becoming an invest a processing plant.

JACOBS: Ok. So what is the legal relationship between Paras and Estina?

DLAMINI: They have an agreement that Paras will support.

JACOBS: Where is that agreement?
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DLAMINIE [ can get it | don’t have it here,

JACOBS: Have you seen the agreement?

DLAMINI: No, I would be lying. | have nol seen it but they told us that they have the ogreement
with Paras.

JACORS: Whois they?

DLAMINI: Esting.

JACCBS: What did the Department de to verify that there was a relationship between Estina

and Parase

DLAMINI: Sure. |think we maybe it's all | say thot we took for granfed because there was, you

can see they have been using the logo of Paras in their.

JACQCBS: |can take the logo of Paras off their website and put it on a document.

DLAMINI: Ok.

| JACOBS: As clearly you have done 100.

LAMINI: No we have not. I'm not sure maybe HOD can verify if or Dr Masiteng because

o

they're technical people. Maybe they have verified that. I have not verified all myself.
JACOBS: Ok. So the HOD and yourself discussed this and have decided that no procurement
process were necessary.

DLAMINI: Not necessarily that procurement processes were not necessarily but ke I'm saying is
how best can we deal with this issue and then we said because we [are] supporting from us
tet’s deal with it with the model that we are using of fransferting monies and have this people
providing the skill in terms of setting up the dairy and all that, Let me put a worst case scenario
ne? If these people fomorrow they say, they say we are moving out ne or we are no longer
investing rignt? The dairy is the farmer's dairy. It's nol their property. The dairy does not belong
to that man it belongs to those beneficiaries that | gave you there.

JACOBS: There's no legal entity.

DLAMINI: [Inaudible 1:39:25.1] it may not be here now but that [Inaudible 1:39:27.1] is going to
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be there.

JACOBS: Ms Dlamini you're a CFO, now with all due respect, there's no legai entity that exists
currently that owns the 51%. Am | correct?

DLAMINE | have not seen it.

-.JA_COBS: Ok. At the time that you signed the agreement with Estina there were no
beneficiaries that had been identified is that corect?

DLAMINI: Yes.

JACOBS: You pay these monies into Estina’s bank account. Is that corect?

DLAMINI: [Inaudible i:40:04.0]

JACOBS: Do you have gccess to that bank account?

DLAMINI: No.

JACOBS: Do you know how they’re spending the Government's money?

DLAMINE That's up to [that] to be report.

JACOBS: They can put anything on a piece of paper. What kind of oversight do you have
over the way that Esting spends Government’s money?

DLAMINI: Apparently [Inaudible 1:40.21.7]

JACOBS: Nothing. Notso?

DLAMINI: That's something | occepted they'd report.

JACOBS: But you agree with me that Estina could put anything on paper and you wouldn’t be

any the wiser. Correct?

DLAMINI: 1 think so.

JACOBS: What process did the Department follow in ensuring that Government receive value
for money? | can understand that Government is not going to receive any benefit of the
project but how did you as a deparfment go about ensuring thot this was the best possible deal
that the farmers couid get? Because you can't say to me that you spent the money because

someone’s prepared to invest in the farmears. What did you do to make sure2 | can come here
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and invest. | could charge you as these people have, R550m to provide a cooperative for ‘milk
producers and a processing plant. What did the Department do to make sure that that was
valve for money? What feasibility did you do locally, internationally? What public process did
you engage in or departmental process did you engage in 1o make sure that this was o
worthwhile project to undertake?

DLAMINI: Whot heppened, we departmentally have explained to that their proposal and the
discussion was received via majority, Not majority because they're partner distribute by
management inclusive of the technical pecple which is your resecrch you know, economics
and all that and in ferms of the consultation; the consultation was also [bid] with the farmers in
Vrede right and the municipalily in Vrede. Which the farmers, some of the things that they were
saying, they were saying they are the [biggest] problem. I'm not talking about commercial
farmers now which we met in Vrede, which were saying their biggest problem is the slowly
closing down because of in Free State we don't have the processing plant. We don't have
where our farmers actually,

JACOBS: Ms Dlamini that doesn't answer the guestion. How did you determine that this was
value for money? |t's not o concept that you're not familiar with. Now how did you determine

that this was value for money?

DLAMINI: 1 was answering. You said what consuitation? 1 was answering on the part of the
consultation.

JACQBS: I'm notinterested in the consultation, my guestfion fo you was: How did you go about
ascertaining whot public or private inquiries, feasibility studies did you engage in that said that
this deal from Estina is a good deal?

DLAMINE Remember we gave you the feasibility study. One of the things when we agreed
with them was to say you will do the feasibility study because of the limitation in terms of the
capacity that we need and the feasibility.

JACOBS: The feasibility study was finished in Ocfober 2012. You signed the agreement in July.
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The feosibility study came afferwards. My question fo you was: before you agreed with Estina
on this project what process did you undertake to make sure that there was value for money to
the state?

DLAMINE Maybe the, remember when we agreed it was still estimates to say we estimate that
this is going to cost this much. Ok go and do the feasibility study that will show this and | still
believe that this is still estimating costs. As they implement they must still give us invoice and we
have, we can request it anylime the original documenfs in terms of their suppliers and all that.
JACGBS: Tell me when VKB invests in farmers and they give farmers grain and they give them
expertise do they fake a stake in the farmer's farm?2 No2

CLAMINIE: They don't,

JACOBS: No. So why does Estina get 49% of this Agri BEE entity?

DLAMINI: Maybe let’s understand it this way. To say actually the farmers are the ones - that's
my understanding, that is my personal undersianding of this one.,

JACCBS: The farmers are?

DLAMINE: That their stake is basically on the business of processing which is the business of Esting
but the dairy like 1 said, the dairy belongs to the farmer.

JACOBS: Now what part of the dairy belongs to the farmers?

DLAMINIE: The dairy self, the [cows] itself and the [catfles]. That’s my understanding to say the
animais and the [Inaudible 1:45:37.7] itself. The structure where you milking and all that will
belong fo the beneficiaries. That's why I'm saying evenif fomaorrow this stakeholder they move
out right they say we are no longer caming and invest right? The cattles remain then the
farmers, the siructure that is there on site, remains with the farmer; but as they run the business
of processing they make money in that business that's why we are saying our farmers because
they are providing. they must also [Inaudible 1:446:12.9).

JACOBS: So this is a very different situation from VKB because VKB comes and upskills people,

enables them to become competitive right2 This is not what Estina’s doing. Estina is using
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government’s money to establish a plant, putting cows on land that is given by government
rent free. Now they get fo make a fortune off the infrastructure.

DLAMINI: Let me make it this way; they are going 1o put up o plant with their R228m.
JACOBS: Which they own.

DLAMINI: Which they own.

JACOBS: On state land,

DLAMINI: On the state land.

JACOBS: Which they don't pay for.

DLAMINI: That is another thing.

JACOBS: No that is part of this whole thing.

DLAMINI: Ok.

JACORBS: Then the cattle belongs to the farmers.

DLAMINI Yes.

JACOBS: Which Esfina will then mik and sell the produce.

CLAMINL: Ye.

JACOBS: What do the farmers get out of this?

PLAMINI: 51% of the processing.

JACORBS: 51% of the processing of everything.

DLAMINI: Look.

JACORBS: Estina gets 49% of everything.

DLAMINI: Maybe what was supposed to have happened is 1o say let’s together with the
company maybe we're supposed to be saying we shouid have come together with us and we
present the model. Because my understanding of the model is you have the dairy which
produces the milk right? After you produced the milk somelbody must buy this milk right and the
people who are going to buy this milk is Estina right and fhey will process it. But we are saying

we are pushing that. If we, this farmers provided the milk well they not necessary, our farmers
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are not necessarily making a ot of money out of their produce. The only way for them to make
money is they produce and they get money for their produce right and then.

JACORBS: [Tilll somebody buys i,

DLAMINIE: And then they supply this other company allright? When they supply we're forcing
now, that's where we are moving to and we started with Estina. We thought that if they supply
you they must also own a stake in that part. If we had money as government we would also
put up a processing plant for these people that they would own 100%.

JACOBS: So Estina is bound to take the milk from this.

DLAMINI; Is bound yes,

JACOBS: And oris the Agri BEE entity going to be bound?2

DLAMINI: No, Estina is bound to take this,

JACOBS: Where is this, where is thal2 Because where is the offtake agreement in respect of
the sale of the milk. What is Estina going to do with the milk cnce they get the milk?

DLAMINIE: They're going to process it because they're going to put up a processing plant.
JACOBS: Ok and then? Once they process the milk then what?2 They sellit. To whom?
DLAMINI They will sell it to the market.

JACOBS: Where's the offfake agreement?

DLAMINI: From whao?

JACOBS: From Estina. What compels Estina to sell this produce? I'm not seeing that anywhere
here.

DLAMINE What I'm explaining Mo’am is [that] Estina is putting up a processing plont.

JACOBS: Neothat I get. That process the milk [ can see that in the agreement.

DLAMINI: And when they process the milk.

JACOBS: Ja.

DLAMINI: Then [Inaudible 1:49:31.7] to the milk to.

JACOBS: [inaudible 1:49:33.3]

L
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DLAMINI: And dll that yes.

JACOBS: Is Estina going to do this€

DLAMINI Yes.

JACCBS: Where does it say that?

DLAMINI: Maybe it's one of those things that when you raise it that [lacks] in the agreement.
JACOBS: Yes because this project hasn’t, it doesn’t appear this project’s been thought all the
way threugh because an offfake agreement 1o sell produce, you heed a market. Does Estina
have the market to sell this produce?

DLAMINI: They may not necessarily having the market but one of the things thot we know from
our province is dll our produce that comes from our own farmers; cbviously the milk will be
coming from our own farmers and it will go into Estina to produce. One of the cammitment
from our government in the Free State that this produce would be taken.

JACORBS: From whom? 3o government is going to buy that milk?

DLAMINE Not necessarily the milk. Ok the milk because they'll purchase the milk alse and you
guy can whatever whaotever. Part of it, yes we are going to have some agreements with the
hospitals and all that to buy from that thing. Se government has [Inaudible 1:50:40.7] that 100%.
They will still have their market in terms of, starting to get markets into Pick and Pay, Checkers
and all the supermarkets,

JACOBS: Where's that set out because that's not set out in the agreement.

DLAMINI: That's why I'm saying maybe that's one of the things that lacks. That ogreement was
still gonna come. Yes | agree with you it’s not there.

JACOBS: Whatis Estina’s track record in the production of, in the dairy food industry?
DLAMINI: What is thate

JACCOBS: What is their frack record? | mean Esiina was, | can understand that Estina comes to
you and they indicate they're interested in engaging in this project with the department which

is fine. What is their frack record? | mean these are people who just walked in off the street.

I )
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What is the, the company was incorporated in 2008; their background appears to be in IT.
DLAMINI: That is why | said cur main interest was the [real] relationship with Paras. [With] Paras
have got [Inaudible 1:51:56.0].

JACOBS: Ja. What did you do to ascertain that Estina would have the capability o deliver on
this projecte Where is thal feasibility and due diligence report?

BLAMINI: That was done by ourseives.

JACCQOBS: By the department?

DLAMINI: No we have not done that.

JACOBS: You not done thai?

DLAMINI: No.

JACOBS: So the department did no due diligence info Estina? So for all you know Esting is a
shell company with absolutely no income other thar this project.

DLAMINIE: What | have scid is the main relationship is hot more on the Estina but it's more on the
skill and the knowledge that Paras brings.

JACOBS: And Ms Dlamini as we.

DLAMINI: Because unless somewhere things would change. What it [will be this then]. The
branding also was going to be the branding in terms of Paras.

JACOBS: Ok.

DLAMINI: Of the produce.
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JACOBS: And as you said the depariment did nothing to ascertain what the relationship was

between Paras and Estina.

DLAMINI: Well maybe I'm not aware of that's why I'm saying Dr Masiteng would confirm, HOD
would confirm also. | may not be aware of the [ascertainment].

JACQBS: Ok. Did you consider any other possible partner for this project?

DLAMINI: No,
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JACQOBS: This matter was not publicly advertised to attend the process. Is that correct?
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DLAMINI: No it was not.

JACGCBS: Did you, you didn't compile any due diligence on Estina. Did you compile any due
diigence on Paras as a department? | mean I've heard all the nice things on Paras; that's it’s g
big Indian company ond that they supply that they're one of the largest milk suppliers in the
world. Was any of that verified?

DLAMINI: Verified. I may say we relied on the fact that HOD went to India and to Paras [and)

was there.

e —

JACQBS: So who from Estina did you interact with?
DLAMINI: The person who came fo the presentafion?
JACOBS: And anyone else. | showed you the picture of Mr Kamal Yasram, you say you just

seen,

DLAMINI: From where |'m sitting we don't always interact at that meeting their project

mandager.

JACOBS: So would it have been HOD who would have interacted?

DLAMINI: The [Inaudible 1:55:36.4] is it would have been HOD because | once met when we
went o National Treasury the guy that you showed me it's not that 1.

JACOBS: National Treasury?

DLAMINL: Jo, we went there to the National Treasury on site.

JACOBS: Oh it’s at the site that this was done at the farm during the course of | think it was last
year, end of last year?

DLAMINI: This year.

JACOBS: Wos it this year? Ok.

DLAMINL We met with that guy that you.

JACCOBS: ©h yes he was at the farm,

DLAMINI: He was at the farm.

JACOBS: And the person from National Treasury that was present was Chris Adam.,




10

11

12

13

14

£5

16

17

19

20

21

22

23

24

25

26

DLAMINI: Yes and normally we interact with the project manager.
JACOBS: 5 he the project manager?

DLAMINI: No there's a project manager.

JACOBS: And what is his name?

DLAMINE 1don't know the name.

JACOBS: Ok,

DLAMINE Their names are very difficult ! can't remember them.

JACORBS: Allright. Who gudranteed Estina’s performance | mean one of the biggest risks in
government and | mean it's something thot’s come quite o while. Now particularly BEE entities
and smaller companies, risk of non performance is a big risk. Would you like.

DLAMINI: Non performance?

JACOBS: Non performance,

DLAMINI: Yes in some companies yes. It's a big risk.

JACOBS: Now Esting, you didn't to do any due diligence right? Who guaranteed Eslina's
perfermance? Oris this similar to you're notf quite sure whether Paras guaranteed Estina's
performance.

DLAMINI: That is why I'm saying we relied mainly on the fact that we had a relationshio or an
agreement with Paras [then] Paras being a big company we want the partners there
themselves.

JACOBS: Did you see in the newspaper arficles Paras is denying any involvement in this
projecte

DLAMINI: No, which newspaper?

JACOBS: Mdil and Guardian.

DLAMINI: Oh | did not see it.

JACOBS: Have you seen the Mail and Guardian articles related to this project?

DLAMINI: | did not because Iremember | was not here when they said it’s in the Mail and




11

12

13

17

19

20

21

22

23

24

25

26

4_—} RJ-097

Guardian but Ldon't think whether our communication has got that. | do not [merit] it
Honestly.

JACQOBS: And you haven't. This is the first you're hearing that.

DLAMINE No [ hear that this project has been in the media for a long time.

JACOBS: Asthe CFO of the project. Imean the CFO of the department that's implementing
the project didn't you think it's relevant fo have a look af the articles? I mean this certainly has
brought a lot of scrutiny down on the department not so?

DLAMINIE | don't know maybe it's becouse many d times government is in the news, in the
media so.

JACOBS: How many times has been the department been in the news in the jast year other
than for this issue? Negatively?

DLAMINI: [Inqudible 1:58:31.8]

JACOBS: And you haven’t [ooked as the CFO | mean you know supply chdin management
procurement iregularities and that's valid info your portfolio not so#

CLAMINI: No the thing is if | was told that this thing is in the newspaper and these are the issues
right? Then like the processes is a process that we are telling you I'm telling you that we
followed which I'm being open with this which is subject to scrutiny it's fine.

JACOBS: And did you see | meon my guestion to you is: Paras is the backer for this project.
They are the expertise not so? They're denying invoivement in the project. Do you have o
comment on that?

DLAMINE: No fdon't have o comment on that,

JACOBS: Ok. Just to summarise on this issue.

DLAMINE Yes.

JACOBS: The department decided not to go ahead with any kind of procurement process
related to this project because the HOD and yourself believe thot this is not necessary because

this is not a Tripple P, it's not a sole provider and it's not an unsolicited bid. It's a situation where
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money is being given to o service provider.

DLAMINI: [l know much about].

JACQBS: To facilitate, let me just finish, to facilitate building infrastructure for dairy farmers to
sell thekr products or to process their products.

DLAMINI: [ would not agree with this statement that says we did not see it not being not
necessary. We looked at all options then we say how this can be implemented as [one] and
say let's implement this model and with the iImplementation alse we consulted [working] you'l
see that thing that was written there, that exiras from that advocate. This matter was even
discussed with the Premier’s office and the DG was present, the HOD treasury was present, the
state law advisors were present in that meeting. We discussed this issue and we looked at this
and he asked us what model would we want to apply. We explained.

JACOBS: Where is this model documented?

DLAMINE: There is not a model per se it's o practice, let me put it that way?2

JACOBS: Ok and as CFO did you advise the HOD that this was an expenditure of public funds
in the procurement of a service provider to build infrastructure that the PFMA actually was
relevant and that supply chain management in particular was relevant in this matter.
DLAMINE No, Ike I'm saying it's not the infrastructure that belongs to government, it belongs to
the beneficiary.

JACOBS: Soin your opinion the PMFA and supply chain management had no relevance here.
DLAMINI: No not right the PMFA has o relevance here because we transfer money and [we'll
need] in terms of the,

JACOBS: 1l be more specific. The supply chain management has no relevance here.
DLAMINI: That's not frue [Incudible 2:01:57]

JACOBS: So supply chain management wasn't relevant.

DLAMINI: That's why | say ldon’t know. | would not know how can we [take] this not relevant

because we looked at everything and we say.
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JACOBS: And decided to follow no supply chain management process. So you decided that
supply chalh management was not relevant. It's not a hard question Ms Diamini it's quite a
simple question. Yes or No? Did you, was supply chain management relevant?2 You didn’t go
any recognised supply chain management route so you as the CFO might have believed that
supply chain monagement wasn't relevant.

DLAMINI: This was not relevant in the sense that we trected this thing as a transfer. In transfers
supply chain management we don't necessarily.

JACOBS: And in your opinion.

DLAMINI: But what we do in the company that uses the money right? We need to make sure
that they use the money for the intended because one of the things is to practice with [supply
chain] with financial management.

JACOBS: And we've already eslablished that there’s been no financial management
aversight here because you're making payments directly inte o private company.

DLAMINI: Which they report. Which would then,

JACOBS: That's not financial oversight.

DLAMINI: Ok.

JACQOBS: Would you agree with me? | mean you’ve got no insight into how they run. You
have no insight into how you spend the state’s money. |see in one of the progress reports that
they indicated that they deposited, that they made aloan to the Department of R8m. Did you
see that?

DLAMINI: Maybe let me explain with the loan part of it. This project is in two phases. The first
phase it to put the dairy ifself which is what we call the cow [hotel]. That is the correct
language. The reason why they put it as like a loan is because the department in [Inaudible
2:04:02.9] the beneficiary is responsible to put up that dairy. They may not use their own money
to put up the dairy but they will lose their money - thelr investment - in putting vp the

processing plant and the money that they say it's a loan it’s [Inaudibie 2:04:10.2] to the
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activities relating to putting up the daity itseli. That is why they classify it as a loan because
that's the part that we must do but because we have not as yet [have] money there then let's
continve with the project.

JACOBS: Butin truth you had no idea whether they actually invested the R8m do you?
DLAMINI: | would say i would rely on their reports.

JACOBS: You have 1o rely on their good faith because the truth is that if they were taking your
money and using it and then rolling those funds in the same back it was your funds, you would
have no idea. | mean the department effectively have no oversight right? Correct?

DLAMINI: | will not agree entirely to say that there is no oversight. The fact that we don't have a
structured ways maybe the better word is because maybe we don't have a structured way of
monitoring because if [we know we did] ond we go and look at progress.

JACOBS: Have you seen the bank accounts and the financial management of Estina?
DLAMINL: | have not seen the bank account.

JACOBS: But you know how the funds are being spent? Other than thelr report because as
we have already established Ms Dlamini people can put anything on a piece of paper. Isn’t
that the point?

DLAMINI: [No] other than the report. For myself have not established anything.

JACOBS: What was the motivation, | can see in this documeni that somebody thought it was
necessary to get an outhorisation to deviate from the prescribed procurement process. So
there is an actual recognition that there s a prescribed procurement process which needs to
be deviated from. What was the reason from deviating from the prescribed procurement
process?

DLAMINLE: [ don't know. The main issue there was to get or ta make, to have a document that
says, that shows a procurement process was not followed and the only way the procurement
process was not followed is when you use a deviation,

JACOBS: But you know when you say that the procurement process wasn’t followed at pre
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[supposcl] that the procurement process was required. Not so I mean that’s logical. You don’t

scry.
DLAMINI: It could have been, For me it couid have been used but the nature of the
fransaction is In such a way that if you fransfer and it doesn’t require that.

JACOBS: What was the urgency in approving this project?

DLAMINI: | don’t think so there wasn't an urgency.

JACOBS: 3o why did you go ahead with the project where you don't have a budget? Isn't
sound government financial management is that especially with a project where the project is
almost taking a third of your equitable share that you plan for it properly financially 2

DLAMINI: But the project is budgeted for.

JACOBS: No. The project was not budgeted for in the 2012/2013 year when it was signed.
DLAMINE [Suppose] it was budgeted for [checking] the.

JACOBS: No no I'm felling you Ms Dlamini we have spoken to national treasury. We've also
spoken to DAFF. This project wasn't budgeted for.

DLAMINIE: Which yeor Ma'am?

JACOBS: 2012/2013 os I've said 2013/2014 is o different situation.

DLAMINE Let me show you.

JACOBS; There was a R12m budget,

DLAMINI: 2012/2013 yes for the previous year.

JACOBS: And Estina says. you scid 1o us you will give us R114m and that's why we need to give
you the loan because you have not come up with the R114m.

DLAMINLE Because if you look at the Exco memo it was saying the department needs to work
with treasury, work with FDC and other stale entities to.

JACOBS: To get the money which means you didn't have the money which means it wasn't

budgeted for.

DLAMINI: But that very same year, I'm going to show you something. The very same year there
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was an allocation. This one was for rural development. Let me have the [Inqudible 2:09:24.7]
the thing.

JACOBS: |don't think you have those but please go ahead and have a look.

DLAMINE: That money for Mchoma Mobung for 2013 R85m.

JACOBS: Thot comes from where?

;’DLAMINI: That come from the Provincial Treasury.

JACOBS: That they allocated to the project?

DLAMINI: Was altocated for Mohoma Mobung and this project is part of Mohoma Mobung.
JACQOBS: Yes but what was ihe amount allocated to this project? Because this is only one of
many projects that exists under Mohoma Mobung.

DLAMINI: The entire amount was allocated because this project has since been given a pricrity.
In any case let me put it this way. not necessarily it has since been given the priority it is the only
cone of this magnitude.

TACOBS: My question then comes back to you. Why was this project agreed to with such
urgency when in the [end tech] budgel in the CASP budget there was no allowance for this
project? As a department you have not budgeted for this project. You scramble to get money
together as is very clear from the Exco memco that the Free State Development Corporation
was called in to fry and source finance for the project. This was not o budgeted project.
DLAMINIL: The reason why Exco was saying that the Free State, the FDC must come and assist is
because we budgeted this project but we budgeted it small like you're saying there was a
R12m, there was 35 and the only reason was for us to get to the R100, to the three is because
Exco has instead of doing this project over many years it was, from where we are sitting we did
not have a problem fo say this project we can start with this phase and this phase and if it can
take Syrs éyrs right? We're still gonna complete it with the little that we are having in the

department; but then Exco resolved to say let the project not take long so that the benefit is

seen in a shorf space of time and then the.
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JACOQBS: So you sign an agreement.

DLAMINI: And then the freasury was then requested fo say it must assist in terms of finding the
funding.

JACOBS: What was the initiai budget set aside by the department for this project?

DLAMINI: Initially it was R12m started.

JACQOBS: Ri2m. How did it [grad].

DLAMINI: - And it was the R12m from the grant and the R35m from Mohoma Mobung, we were

to take money from there also. So we took, actually we funded it with R30m in that particular

JACCBS: So it wasn’t the whole of Mohoma Mobung that was taken.

I: No the other R5m was not taken,

,_
N
=

JACOBS: Where is the presentation that was done 1o all of the stakeholders cn Mohoma
Mobung and the strategy behind the Mohoma Mobung last year?

DLAMINE | think the HOD got the presentation work [Inaudible 2:12:32.7] sense.

JACOBS: Which bring me back to my question? You sign an agreement with a service
provider that a R114m will be made available during this financial 201272013 financial yeor.
R12m is budgeted for the project. Why the urgency in signing this agreement? Firstly why the
massive hike in the budget for the project? [Inaudible 2:13:11.3] from R12m to R114m to g
R342m overall contribution is @ massive increase.

DLAMINI: Basically when we looked at this it was not only R12m. It was R12m plus the R35 of
Mochoma Mobung because Mohoma Mobung is not a grant we need not necessarily been
specific.

JACOBS: So the department decided that the entire Mohoma Mobung contribution would go
to this project? No other projects would benefit in this province because this project was such o
priority 2

DLAMINI: But we did not use the entire of the 35 because some of the money then was
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transferred to VKB for the chicken [broyers].

JACOBS: It then begs the question. Why was this project so important?2 Why the urgency and
the importance for this project?

DLAMINL: [ don’t think there was an urgency, maybe the importancy is only the importance to
say if you look at it the economics [pin] of it that [necessity] that the beneficiary will get, the
benefit that the area itself itself. The activities that will be there, the jobs that will be created in
their.

JACOBS: A hundred jobs. A 100 jobs, | mean a 100 farmers are gonna benefit, the maximum.
DLAMINI: No but there will be people who's gonnd work on the project working and all those
things.

JACOBS: How many people?

DLAMINIE What was the figure? Is it not 5002 Or 1502 | can't remember,

JACOBS: A 130 for R342m worth of capital injection. Government gets out ho equity stake, 100
jobs and 80 farmers who are going 10 have a place 1o sellin bulk and receive some cows. Do
you think that's value for meney to the state?

DLAMINIE: Remember the state money that is invested here is the property of those
beneficiaries. They are not only getling the [Inoudible 2:15:24.0] they alsoc own, they’re also
going to won that [starta] that's why I'm saying even if Estina can wake up and say we are
moving out we will then have fo assist them because there is big dairy there. We assisted them
to get a market for their milkk somewhere.

JACOBS: That makes sense. What they don't own is the processing facility and they've got no
place to sell their milk.

DLAMINI: Yes.

JACOBS: 3o effectively they've got a place, well they've got a cow shed effectively for R342m
they have a stake as you put it in a [cow hotel]. No access because effectively the processing

plant belongs to Esting, you create 100 jobs for people who are working on the farm and 80
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of investment.

DLAMINI: Let me put it this way. The 80 will own right the dairy itself, the cow hotel and the
cattles right. Meaning we're creating farmers right.

JACOBS: Well, existing farmers. You're benefiting existing farmers.

DLAMINI: No this existing farmers ke your commercial farmers those are going 1o benefit
indirectly in ferms of instead of fransporting their milk to Gauteng they will then iransport their
milk o which is nearby and they'll save on the [contract]. That will benefit around the farmers.
The commercial farmers and other farmers that are arcund that area when that processing
plant is up and running.

JACORS: Allright.

DLAMINE: Right but of this 80 that will own the investment that government is making there.

JACORBS: Are they farmers or not2

DLAMINI: Some of them are some let me not [Inoudible 2:17:21.2] Dr Masiteng is the one who

can say becavse |'ve not seen the beneficiary. | may not, ('m not ¢ technical person. That list
that | gave to you.

JACQORBS: So the beneficiaries are not farmers necessarily 2

DLAMINE No that list that | give to you, that’s why I'm saying to you I'm not sure whether all of
them are farmers but remember in agriculture.

JACOBS: Then on what basis are they beneficiaries?

DLAMINE: No Ma’am wait. I'm saying | am not sure, Dr Masiteng will confirm whether all of
them are farmers or not or 100% they are farmers but | alsoe want to explain to you to say a
project is not necessarily an agricultural project can be started with farmers only, No, we
sometimes group people together and say we are giving you this land go and plant.
JACOBS: And they have no ided what they're doing.

DLAMINI: That's why we give them support.
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JACOBS: Estina is the support that you're giving them.

DLAMINI: Estina is the support that is given to them.

JACOBS: So these people if they aren’t farmers they must go and become farmers? s that the
understanding and then Estina will give them a pkice to process their milk because Esting has
no — my understanding is not thot fhey’re going to oct as a cooperative and go in there and
teach people how to farm and you know create milk.

DLAMINI: But remember they are geing o assist them to [Inaudible 2:18:53.8] make sure that
the dairy producers [Inqudible 2:18:56,7] which the dairy belongs to this 80.

JACOBS: Ok so why these 802 Who are they thot they get to benefit and nobody eke in the
province gels to benefit? On which basis were these 80 people chosen?

DLAMINI: That's why I'm saying maybe they all the smali farmers in that area,

JACOBS: Ok but you may not know why they were chosen or not ok.

DLAMINL I'm not clear.

JACOBS: Ok dllright, Can you say that there was no real urgency in sighing?

JACOBS: I mean this was fast in terms of signing a ietter of engagement with a service provider
don't you agree? | mean they submit their proposal on 12 May, they do a presentation on 24
May, the HOD three days later sent them a letter saying we accept your proposal. The MEC
signs off on this I mean the Exco signs oft on this with the premier how many days later. Two
weeks later and then within two three weeks of that there's a letter of engagement signed with
the service provider and a deviafion from the procurement process signed on the same day.
DLAMINI: But remember because there was diready the budget it's not necessarily that there
was an urgency but we budgeted already and only in government if you don’t run with your
processes and put money and spend money that you've budgeted you loose; but the urgency
was | don't think it was a matter of urgency no.

JACOBS: When was your financial year?
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DLAMINI: Qur financial year end March.
JACOBS: March 31 so when you received this, this was basically right ot the beginning of the
financial year. In actual fact you received this proposal 12 days into the new financial yeaor not

502 You recelved the first proposal on - no llie it's 12 April — it was 6 weeks into the new financial

year.
DLAMINIE: Yes.

JACOBS: When is Estina's confribution to be made?

DLAMINE Estina’s contribution was 1o be made immediately in the second year. it's actually
suppose to happen this year because this is the second year of the project.

JACOBS: Why was that not set out in the contract with Estina?

DLAMINI It wasn't [Inaudible 2:21:43.8] that the project is in phases.

JACOBS: Noif doesn't say that. It says that Estina will make o contribution if necessary. All
project planin line with Estina's proposals will determine the dates for capital injection by Estina
but what the agreement does say is: Estina will make a capital injection if necessary which
makes this even more suspect because if the basis for this is the foct that Estina is going to be
putling money into the project the agreement doesn’t speak to the money that Estina s gonna
put into the project.

DLAMINI: Not necesscrily.

JACOBS: And neither does it speak to what Estina's role is going to be in this project.
[Inaudible 2:22:29.3).

DLAMINI: You have a copy of thate

JACORBS: Jawe have d copy of that. Obligations of Estina: Estina shall provide o capital
injection of [lnaudible 2:23:37.5].

DLAMINI: What page?

JACOBS: This is page é, 6.2: Estina ensures that the beneficiaries own 51% of the Agri BEE entity.

Why should Estina make sure that the beneficiaries own 51% of the Agri BEE entity? What is

|
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5%

Estina’s interest in thise They're a private company. How can you leave that as o department
can you leave that responsibility to Esting$

DLAMINE: Ok.

JACQOBS: ©k? Do you agree with that? I mean [Inaudible 2:24:16.8] of advocating the
deparrment’s responsibility.

DLAMINI | don't think so but we also were really advised, Remember this contract was done
by the state law advisors for us. So | think all that they want to say — that's just my loud thinking —
is to say in that processing plant thing or that entity that 51% should go to the beneficiaries.
JACORBS: Estina shall pay R228m towards the project payable as contemplated in clause 6.2
with Annexure A. Can you take that call please? So if the project gets into phase 2 which is
effectively the.

DLAMINI: I'm sure they've even started.

JACOBS: Somy?

DLAMINL |say I'm sure phose 3 has even started.

JACQOBS: And do you know. Just phone him back quickly because he called twice so it must

be important. So Estina was going to make its confribution. How do you determine, how waould

you know when Estina starfed to make its financial contfribution and what the extent of thot

confribution would be?

DLAMINE How do we?

JACOBS: How would you know once Estina started to make its contribution and what the
extent of its contribution wouid be? | mean financial oversight over the contract and over the
relationship surely that must have been thought of. I mean when vou engaged in the
agreement.

BLAMINI: You mean how are we going to make sure that that they have invested is R228m.

ACOBS: R228m.

-

DLAMINI: Yes. it's a1 bit of a grey area but Fthink from our side what we're locking at is to pay
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the processing plant shouvid be there and the value of the processing plant maybe is another
thing but it was esfimated at that point in time at R228. 7.4 say: The department shall consider
and approve [Inoudible 2:27:49.2] for phose 2 and phase 3. That's why t was saying the project
is gonna be implemented in phases.

JACORBS: At the peint that the contract was signed there's actually no indication of what the
phases of the project wil be is that correct?

DLAMINI: It's in the contract.

JACOBS: Noit’s,

CLAMINI: 7.4

JACOBS: 7.4 says that the project will be concluded in phases right? [t shall consider and
approve amounts to be determined by Estina for phase 2 and phase 3 but it doesn't actually
include the actual phases. Annexure A when you look at it, it sefs out on obligations for the first
phase is the land acquisition. The environmental impact assessment, feasibility study, water
[reticulation], electrical connections and then draw up a project plan in line with Esting
preposdals but it must have milestones and timelines for phase two as approved by the
department. So at the peint where this agreement is signed with the department, where,
there's no actucl project plan that forms part, there’s no fimeline and there's no. You know
what concerns me Ms Dlamini and maybe [Inaudible 2:29:25.9)

DLAMINL: | hear your complaint.

JACOBS: The controct for a massive capital injection by the department because the
department is not going to receive any benefit. The contract is also fairly loosely drafted, you
understand what Il mean?

DLAMINI: That's what I'm saying we thought this was the best controct because the contract is
drawn on our behalf.

JACOBS: By the state low advisors.

DLAMINI: By the state law advisors. We don't have the capacity in the department,
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JACOBS: And who was the state law advisor who drafted the confracte
DLAMINIE: [Inaudible 2:30:06.8] a Mr Venter in the Premier's office.
JACOBS: Ok and Mr Venter's contact details?

DLAMINLI: | don't have i, will you please ask HOD for .

—

JACOBS: Why were the beneficiaries in the project not identified before the project was

[implemented],

DLAMINI: Honestly let me say it was one of those lost and challenges in the system.

JACQOBS: Meaning what?

LAMINI: Under normal circumstances the beneficiaries were suppose to have been there

before that so | [won't] say.

JACOBS: This again adds to my concern that there seems to been a great deal of urgency in
getting this agreement signed when the department wasn't even clear that there were going
to be beneficiaries because now there appears to only be 80 beneficiaries.

DLAMINI: The beneiiciaries were gonna be there, if you read under definition it says there
beneficiarles are persons from Vrede are, which means thatl the requirements of the Agri BEE
Charter on Black Economic Empowerment issued by the Minister of Tourism Industry [Inaudible
2:31:51.6] but alsa if you look at the minute that | gave to you of the consultation with the
municipdlity. One of the responsikilities of the municipality was to identify the beneficiaries in
thelr area.

JACQOBS: So the beneficiaries weren't even consulted on whether or not they wanted this
facility. The agreement was entered into and then they were appointed or then they were
identified.

DLAMINI: This project is one of those initiated where you say when we get into this area andg
you say you want 1o uplift the lives of the people in that area. you then group pecple ke | said
it can be women in a group it can be. That hormally it's not necessarily o process where you

can say: | advertise people who are interested must come. It's a process where mainly the
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rounicipality will assist and say this is the pocrest of the poor or this. I'm just making an example
I'm not saying this is the examples that we used. I'm not aware, I'm not aware from where I'm
sitting of the criteria. That's why I'm saying this now becomes a technical issue that probably Dr
Masiteng can help or HOD can help.

JACOBS: Are you aware, you may not be aware, how Vrede was identified as the areq for this
project and why the Vrede community was picked ocut as the community that would benefit
becauvse it seems that they've been benefifed ahead of the rest of the province. My question
is why?2

DLAMINI: I'm not, I may not be aware but I'm told that the, it’s one of the good sport if | may
mind my english. It's one of the good sport in terms of the Mofutsanyani area because when
you look at Vrede because when you iock ot Vrede it's nearer to those of Mpumalanga. That
part of Mpumalanga which that area I'm told in terms of the statistics if good for milk or mild
farming. Technically that’s what | hear amongst the discussions 1o say that area is good forit's
one of that areas that is good for farming. Actually it's Mofutsanyani in the Free State. Majority
of the milk farmers are from Thabo Mofutsanyani.

JACOBS: Whatis the total amount that is being paid to Esting on this confracte

DLAMINI: To date? R114.

JACOBS: R114m#e

DLAMINI: Yes.

JACOBS: Are you sure?

DLAMINI: Yes I'm sure.

JACOBS: We have BASS information that indicates that R198m has been paid. Can you
explain the difference?

DLAMINI: 19872

JACOBS: Ja.

DLAMINI: No it can't be.
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JACQBS: These are exfracts from the BASS system.

DLAMINI From who? From me?

JACOBS: These are the payments that have gone through the BASS system and it shows there
that ¢ total of R198m has been paid.

DLAMINI: No, I know what happened. This was not 8. The 84 that you see it was subsequently
route to the cash flow problem but it was subsequently paid as 34, 30 and then [Inaudible
2:35:48.6] and we can prove thal. The 84 wos never paid. The BASS document that, let me put
it. Until we started [20 for] 2013 and let me [show you] ond say we committed that 114, we did
not pay the 114 in 2023/2013 financial year. We paid only R2m and at the beginning the
company Estina came and say we have already placed orders, here's our cash flow we're
short of 84. Right we [inaudible 2:36:24.8] the 84 available as soon as the new financial year
starts. The new financial year, the project s 100% budgeted R114m but if you lock at the past
financial year, admit there was a shortfall of R84m but. So those are the 84 that you're saying
because of the 84 wos not paid it was a shortfall. But it was never paid. We wanted to poy it
but the Provincial Treasury then said let's pay it in this week and the following and the other
following week so that the cash flow can be properly managed. So it was never paid, that am
100% sure.

JACOBS: The authorisation dates in these.

DLAMINL: It wos subsequently reversed. How the system works righte You see the paper that
they brought to me is the paper thai this lady was bringing to me is a paper that | must sign. It
must go 1o the Provincial Treasury.” The Pravincial Treasury, anything that is above R1m you sign
it, it goes to the Provincial Treasury, the Provincial Treasury must take it to the bank and say to
the bank release this money that after they have looked at the cash flow of the entire province.

Not your own cash flow as a department.

JACOBS: Who loads payments in the. Who would have access to the BASS system here so we

can confirm that?
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DLAMINI: Me Freda Claasen,

JACOBS: Freda Cloasen?

DLAMINI: Jo.

JACOBS: Is she here?

DLAMINIE Yes she's here. Do you want see. Must | call herg

JACOBS: Jatel her we'll sit with her [ater on this afternoon and just get an extract on the

matter from her on what payments were made and when they were authorised, Why were the

payments made inte Estina’s bank account?

DLAMINI Because they were the ones who manage the project.

| JACOBS: Did the department not consider it a risk paying meney directly into, the money for o

project, directly into the bank account of a private entity? An entity over which it has no
control?

DLAMINI: Notredlly because we have an agreement with this entity.

JACOBS: To do what?

DLAMINL To manage this project.

JACOBS: And if the entity commits fraud against the department and steals all the
department’s money, how are you going to know? Where's the corporate government's
structure regulating the relationship between the deportment and Estina? Because nowhere in
that agreement does it even say that we have access fo your financial records that we can
come ond inspect. There's no corporate governance in the agreement at all or in the
arangements here because you're saying to me you're not mentioning anything related to
corporate governance of this project.

DLAMINI: But it’s just a verbal understanding that they understand at any given point in fime it
we'll say if we gone and say let's see your bank account they will be able to avail that.
JACOBS: And if they refuse?

DLAMINL: 1]ust [Inaudible 2:39:53.0] concerning the money because they can not refuse.
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JACOBS: And so what will happen to the R114m we've already transferred? If they stole the
government's money how would you take action against them?

DLAMINI: On the basis of the agreement.

JACOBS: But you have absolutely no access or anything.

DLAMINI: But the agreement says this are the things they must do with the money so on the
basis of the agreement we say we give you the money. we expected you to do this you did not
do so we can take them to court. That's my understanding,

JACOBS: Ok so the government or the department is going to litigate against Estina if they
default on the contracte

DLAMINE Yes.

JACOBS: But the department has absolutely no insight in the way that the project is being run
until the wheels come off at some point in the future. So on a day to day basis the departments
is not interested in how this project is managed financially. 1t's only if they fail to deliver at some
point in the future that the department is then going fo sue them. Is that my understanding? Is
my understanding corect?

DLAMINI: Tthink yes. your understanding is comect in the sense that we don't have somebody
who's like saying | have access into the bank account or I'm sitting there with them.

JACOBS: And there's no corporate governance siructure here regulating the relationship
between Estina and the department effectively. The department, | meon Estina regulates itself
because the department gives them the money, they go and do what they think is good in the
project and because there's no specifics in this agreement. There's no specification for what
heeds fo be developed. There's no standard. They could put up a corrugated shack and have
manual people processing milk. There's no quality assurance, there's no financial oversight,
there’s no guaranteed expertise. Nothing in the agreement actually regulates the relationship
between the state and Estina.

DLAMINI: But the information that that says what is it that's bought and all that.
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JACOBS: It's not part of the contract.
DLAMINI: But one of the documents is containing that information.
JACOBS: The project proposal.

DLAMINI: Yes it’s in the project co and | think they also, the contract refers to the proposal as

Annexure B it's not that it's not.

JACOBS: No butit's not aftached.

DLAMINI: Is it not attached?

JACCBS: And the proposal in terms of the project plan is not being created according to that
document, it's going tc be agreed upon. So before government even knows what it’s going to
get it's already agreed that it's going to get R324m. Let's move on from that | think we've
covered that area. Why is the payments listed as sundry payments and not as contract
payments on the BASS system?

DLAMINL It's a sundry payment because we're paying it,  don't think we're, there's no, there's
no payments that we term contract payments in the system. Sundry is just but what is written in
the, you see that document? Let me show you the payments, which document. The
document itself s a sundry. No not that one, from the payments document. It says this is o
sundry payment advice. The description comes from here.

JACOBS: And then you reference the service level agreement as the redson for the payment.
DLAMINI [Inaudible 2:43:56.0]

JACOBS: These are payments for; you mentioned that there are two payments here. There are

two payments that are not here.

DLAMINI: Ja but the coples | gave to National Treasury and they all make 114 if you add them
together.

JACCJ>B_S: Ok. I will have a look but you say that the supporting documentation is exactly the
same because it’s not linked to certain deliverables.

DLAMINI: No it's not.
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JACOBS: On whaot basis is payment then made?
DLAMINI: As o transfer.

JACOBS: So when are the agreed vpon transfers?

CLAMINI: That is what I'm saving; they submit their cash flow right and based on their cash flow
we then submit. That's [inoudible 2:44:36:3] if you look at this things, the same one that make,
that necessitate the 84 which the [Inaudible 2:44:47.8] was paid in 30 29 and then 19 whatever
that was the 34, 29 and [whatever]. There's a cash flow that shows there was o deficit aiready
whereby they say they already placed orders and alt that. So there was a deficit.

JACOBS: So there's no project milestones that are required before you make certain
payments?

DLAMINI: Net necessarily.

JACOBS: Noit's either not orit is.

DLAMINIE: No.

JACOBS: No. So there's no milestones that basically submit their, as they say they need cash
you fransfer funds.

DLAMINI: Yes.

JACOBS: If they were rolling funds, do you understand the concept of rolling?

DLAMINE No.

JACOBS: Should they use your money and then they indicate that they're using it, they're
using their own money because it's happened in projects where service providers and that is
why Tripple P's are monitored to carefully; because you know if you make depasits into
company'’s bank accounts and there's a joint confribution and what happens is they use your
money and indicate it as an injection into the project. How did you ensure that they would not
be the rolling of funds? Because this R8m loan could technically be part of the R30m that you'd
given them. How would you know?

DLAMINI: | think this was some of the confrol that we need to put.
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JACQOEBS: Ok am I correct in understanding that for the R342m financial contribution that would

be made by the department, the department would actually not receive any return for that
R342m. Is that comect? Because the department would have no ownership.

DLAMINLI: Yes.

JACOBS: If thisis not a loan that’s been made to the farmers of R342m and as the you know
the Agri BEE entity makes a profit it will repay the department. It's just a straight beneficiation
made. This is R342m that you're just giving away. '

LAMINI: Yes to the farmer.

JACCBS: Well technically not to the farmers, to Estina becguse Estina has in fact been
receiving.

DLAMINI: Ne to the beneficiaries,

JACOBS: Well they’re not receiving the money. Estina is recsiving the money. Estina is going to.
DLAMINE But Esting is going fo put up an asset that is the asset of the beneficiary.

JACOBS: in the newspaper it mentioned thal a Gupta wedding official visited the Free State,
I'm sure as you may hear the HOD mention yesterday - you know he's responsible for landing
the plane at Waterkloof - and he you know he said [a ton aren’t cheap]. That being said there
is mention in the article that part of the reasen why that plane was allowed to land because
there was an official that was coming to visit as part of this visit to South Africa to attend the
wedding. There was a Mr [Shivpal Singh Yadav] that, | may nol be saying his name correctly,
was coming fo visit Free State to come and discuss irrigation and public works. Did that take
place?

DLAMINI: | am not sure [Inaudible 2:48:14.9]

JACCBS: Do you have a copy of the motivation to Land Affairs to give you the land on which
this project is situated?

DLAMINDE Do | have the?

JACCBS: Do you have the motivation or the agreement or any of the documentation relating,
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My understanding Is that the Deparfment of Land Affairs has given, or the Municipality has
given Free State Agriculture the land on which to dsvelop this project right? Where's that

documentation because my understanding further is that Estina has been given the kand on a

?9yr lease free of charge.

DLAMINI: [I'll check].

JACOBS: Yes.

DLAMINI: | can get you the documentation relating o the loan.

JACOBS: Ok. Is that correcte Has Estina been given this land on a 99yr rent free lease 2
DLAMINE I'm not sure whether it's 99 but, let me give you the thing. Let me give you the
agreement,

JACOBS: Ok. On what basis was the land given to Estina?

DLAMINI: ks the land given to Estina?

JACOBS: Was the land given to Estina?

DLAMINLE: For me the land is used for the project, it is not given to Esting.

JACORBS: But was it fronsferred into anybody's name? Who's the owner of the land?
DLAMINIE: No I don’ know Ma'am,

JACOBS: Were they given a 99yr lease? You're not sure?

CLAMINIE Not sure.

JACOBS: What was the role of the provincial Exco in approving the project?

DLAMINI: All the projects that we do in the province they go via Exco.

JACOBS: And what is Exco's role in approving the project? You mean effectively Exco can't

rectify an irregularity in ferms of procurement process so and here was alreody a clear
deviation of procurement process so what was Exco's actual role when you say they approved.

What were they going effectively? | mean Exco.

DLAMINI | think what they approved, they approved that the project were implemented in the

province.
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JACOBS: It was a conceptucl gpproval of whot?2 The,

DLAMINI: That needs to be approved is to say they agree this project and be implemented.

We agree this budget can be spent but in terms of the actualimplementation in terms of the

processes they are not.

JACQOBS: They are not part of,

DLAMINI: That is not part of the program. Their approval.

JACOBS: So effectively Exco’s approval is a conceptual approval. They approved the
concept.

DLAMINL: Yes. And the budget.

JACOBS: And in this case there was no budgel. Now because clearnly they say please go and
get the money for the project from you know the state development, They go to treasury
commitiee etc. So Exco's approval is conceptual. Approval and budget.

DLAMINI: But clearly | may mention that [Inaudible 2:51:34.4] the money was made available.
That is why we have R114 this year and R114 next year.

JACOBS: Ok and the approval by Exco really is a "in principal” approval of the project. It's not
a authorisation I mean the department is going then saying do you think this is ¢ good project
for us to engage in and Exco says yes we think this is something that is worthwhile for the
province. Please go ahead and engage; but they don’f regulale how the department
engages.

DLAMINI: No they don’t.

JACOBS: That was an internal decision of the department.

DLAMINI: Well consulted.

JACQOABS: Well ultimately it's your decision. The HOD's decision, you're the accounting officer.
DLAMINL: Yes after cansulting and thinking.

JACOBS: No that's fine because at the end of the day Ms Dlamini as you agree with me.

DLAMINI: It's fine yes,
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JACOQBS: [t doesn't matter who you consult, ultimately it's the accounting officer, its your
decision. That's ok, HOD is fhe accounting officers

DLAMINIE: Yebo.

JACOBS: Andit's he's responsibility in ferms of the PFMA fo make sure that supply chain
management is dealt with appropriately in his department.

DLAMINI: Yeah.

JACQBS: Who fook the role of provincial guery in this procurement process because we see

mention of the provincial tfreasury as well. What was their role?

JLAMINI: [ don't know. | think I may say necessarily — how de | put it - the role they came after
as you can see afier we have met with the [horticulture]. After we have met with that
resolution of Exco and then Exco said you mustimplement. Then this tfeams must meet right2
We have [FIC] and whatever so we came together as a collective. The DG cailed the meeting
and then we went there and then we explained the project and all that and yes | must indicate
that indeed the provincial treasury did ask about why not Tripple P and that’s the only part that
he asked about in ferms of procurement. He also say why not Tripple P and we explained to
say from where we are sitting, this is the best way we thought we can implement it and then we
explained the way | had explained to you in terms of the VKB drrangement and all that. So jo
otherwise.

JACOBS: So treasury they had concerns about the Tripple P2

DLAMINI: Yes.

JACOBS: They weren't happy with your process?

DLAMINI: No not necessarily that they were not happy but the project, they asked to say why
are you not following that.

JACOBS: Canyou get the letter of 14 November [Inoudible 2:55:34.0]. | put it to you Ms
Dlamini that the treasury actually went further. They indicated their concern with this project

and they certainly did with the national freasury, When national freasury asked these guestions
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and in a leiter from the CEO of provincial freasury directed to the DG of national treasury dated
14 November 2012, Mr Mobongwe states thot provincial treasury then advised, let me just read
the whole so | don't put it out of context. Your letter dated 25 October relating to the
abovementioned matter has reference. Now this is obviously in reference to the DG’s previous
letter. We asked certain questions of provincial treasury that related to this project. [t's
imperative 1o mention that this project forms part of the bigger Mohoma Mobung program of
the Department of Agriculture. This program basically entails the estabilishment of various
Industries in the province which would confribute fowards Agri processing and value adding lo
agriculture produce in the province. The program clso has the polential fo become a major
centributor towerds job creation in the province and maore specifically in the Thabo
Mofutsanyani district. Even though the Vrede project was initiclly planned in the smaller project
which was 1o be funded through a combination of earmarked provincial funding CASP and
Lima/Letsermna Commissioner grants. However, according fo the Department of Agriculture on
opporiunity presented itself on a private sector company by the name of Estina expressed
interest 1o partner with the department in providing additional funding, expertise and
management skills to the project. Subsequently the Provincial Executive Council resolved to
elevate the project to o mega project. Provincial tfrecisury again advised the Executive Council
as well as the Treasury Commitiee on shorfcomings related fo the project, including but limited
to legalimplications of the then contfract, adherence to the budget precess and principles.
Budgets and implications are the provincial fiscus and this associated the agreement. Arising
from this advice the Treasury Committee, a sub structure of the Executive Council made the
following key recommendations. That a technical committee under the leadership of the DGB
be established in order to into issues of funding, planning and the revision of the original
conlract which was entered into by the Department of Agriculture and Estina, A
cemprehensive review of the confract be done with the assistance of the state law advisors in

the Free State Development Corperation be involved in the project in order to assist the
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Department of Agriculture to secure alternative funding. Over and above the R30m that the
Department pre prioritise in order to make an initial payment. N¢ funding has been availabie
os yet for the shorifall of R84m.

So Provincial Treasury raises concerns ai the Execulive Council here related to shortcomings
[Incudible 2:58:43.0] the project including the legal implications of the confract which | assume
relates to the fact thaot there's no supply chain management process here. Adherence to the
budget processes which | asked you about and which you said there was complete
compliance with the budget process which was clearly from freasury side, they didrn 't think
there was; and then this [Inaudible 2:59:04.3] with the agreement which we assume has
become extremely clear as a result of this consultation. When treasury raised these concerns,
how was these concerns addressed by the departments

DLAMINI: Ithink clearly if you read the letter, The letter says they raised their congerns to the
treasury committee, which | am nof a member of the treasury commitiee.

JACOBS: No, they raised it with Exco. They advised the Executive Council.

DLAMINI Fine if they advised Executive Council right and | think there's also @ menticn of the
Treasury Commiitee if | heard properly, which we dare not member.

JACORBS: So you're not members of the Executive Council?

DLAMINI: No, we are not. I'm not sure whether HOD, sometimes HOD gets to be invited to Exco
sO I'm not sure.

JACOBS: So when this project was discussed you weren't there,

DLAMINI: No 'was not there at Exco. | was not there.

JACOBS: So you're not sure what the DG’s role was then in this procurement process and what
they [asked].

DLAMINIE All what | know is | know they said the Treasury Committee then said a technical
commitiee must be, there's a Technical Committee righte A Technical Committee must be

established. That’s there to the meeting that I'm saying. That led to the meeting that | said we
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had a meeting. The CEO. usin freasury, the FDC, we ail came together and that lead to this
contract that was drafted by the state law advisor; but in terms of the advisor - probably what
wds because this process was they then was suppose fo — which maybe you must ask HOD right
—whether he did receive a letter from Treasury because normally when you deal with Treasury
will say we are not happy, write fo the accounfing office to say that you are not complying with
1. 2, 3, 4 for keeping records so. Maybe you should ask HOD if subseguent to the advice,
maybe HCD did receive the letter, Maybe | am not aware of the letter that came from
Treasury that say we are not happy. Because from where we are sitting we thought that affer
the technical team have met; because at that time when the technical meet, the technical
team was meeting there waos no payment made yet. So we thought probably after the
technical team had met, this issues as they say they've raised, have been looked into and the
risk in terms of the confract, the state attorney has drafted the contract. We thought
everything is fine. Have treasury then went and made money available because the R114 that
is available for the project. R50m comes from Treasury and comes with o letter that is
earmarked for that parficular project and the RS4m is the one that is cur own prerequisite
because [t's in terms of the conditional grant. So we're of the view that we have still work on
this project together with them and everything is cleared. So that's why I’'m saying | may not be
able to say whether they did advise the accounting officer as the way they advised Exco.
JACOBS: On what basis was the,

DLAMINE That was maybe | was wrong when | was saying fo you my understanding was the
process was made a 3 year project so it has to be finished in a small space of time because if it
prolong it may even take more money right? So the fact thot [Inavdibie 3:02:51.2] or Treasury
saying Exco took the decision to say it must be a merger project.  was not in that meeting | may
not be able to elaborate cn the decision of that meeting.

JACOBS: On what basis was Estina contracted to upgrade head office?

DLAMINI: To upgrade?




16

17

19

20

21

22

23

24

25

26

RJ-124

74

JACCOBS: Head office.

DLAMINI: Which head office?

JACQOBS: This head office. The Glen.

CLAMINI: They are net upgrading Glen.

JACOBS: We've seen documentation that indicates that they've been made o payment of
R5m or approximately RSm [randulated] to the upgroding of the Glen.

DLAMINI Glen. No.

JACOBS: If you lock at the table, second payment there, This document from National
Treasury alo indicates that the total amount spent on the project at that stage was well in

access of R114m that you indicated as been the only payments that have been made.

| DLAMINI: Then again | can think bul | am still getting it on record. The only money that this

department hos paoid to Estinois R114. The only thing that might have happened here is with
the budget allocoted in the system, | [shall check] in the system. You'll find that probably at the
time when we were paying, the budget was not properly allocated to that particular item line.
Then it was used under the infrastructure or the capital line item which was wrong. It may also
be an error, a human error but we are subsequently rectified these figures so surely that item
put my head on the block. The only money paid o Estina is R114. So who will be abie 102
JACOBS: So National Treasury goes into the BASS system and you say it's corrected. National
Treasury should be able to see that.

DLAMINI: No who would be able to give you even the journais that has rectified this entry,
locking at those item, even write it as a report to say that this journal rectified this and this is the
reason why we rectified it at.

JACOBS: Allvight. Canlask? Ms Dlamini that's effectively all we have for you at this stage.
DLAMINIE: Yes.

JACQCBS: Thanks very much. [ think those are also our, oh that's your copy and there, the

documentation underneath?
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DLAMINI: That's my copies. This one is the letter you gave to me. This onhe is the 201172012
hudget,

JACOBS: Could | have a copy of that?

DLAMINI: OFf what?

JACOBS: The budget,

DLAMINI: You know our budget is a thick document because of the provincial budget. Do you
want that thick book?

JACORS: No.

DLAMINI: This is the extroct from the, let me wrile it here: Extract.

JACOBS: Thank you,

DLAMINI: This is the extract from the lists, so 2011/2012.

JACOBS: Sure. We've taken much mere of your time than we initially planned.

DLAMINI: Noit's all right.

JACOBS: Thank you so much, I'm going 1o go up to the HOD and start with the HOD. Trevor
would you join me when you're ready. Do you have any questions Trevor [somy?2]

BARNARD: Nol ot this stage.

JACOBS: End of interview.
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PARTIES

The Parties fo this Agresment ars -

THE FREE STATE DEPARTIMENT OF AGRICULTURE a provincial Deparfinent as

contemplated in section 7(2) of the Public Service Act, 1994 (Proclamation Ne¢.103 of -

1984) read with Schedule 2 thersof {as amended), herein reprasanted by the Head of
the Department, belng duly authorised thersto (the *Department’) for the benefit of
beneficiaries to be identifled by the Department: and

ESTINA, a company with regletraion number 2008/016038/07, duly registersd In

accordance with the company laws of the Republic of South Africa, with its registered
address at Block A, 1% Ficor, Grayston Ridge, 144 Katherine Street Sandton, herein

represented by Mr Sanjeev Gautam, Managing Director being duly authorised thereto
("Estina"},

who warrant that they are duly authorised herato.
RECORDAL,

It is recorded that —

The Department has in line with the vision of Mohoma Mobung Initlative identified
the need to establish a Diary Project in Vrieds.

The Governments of the Republic of South Afiica and india entered Into a
Memorandum of Understanding on agricultural cooperation which Include prometion

of agriculiural trade and investment.

The Dei:artment has met with Paras Diary the largest private milk producer in India
who have the technical know-how and has the rights to the intemationally brand
names and has agreed to work with the Department.

Estina is the counterpart of Paras Diary in South Africa and is therefore scle provider
who can execuie the Project.
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Estina ie willing and able to execute the projact (as defined in clause 3.1 hereunder),
and has the necessary experience and expertise In connection therewith.

This Project shall also in effect to black economic empowerment in accordance with
the AGRIBEE Charter on Black Economic Empowerment issued by the Minister of

Trade and Industry on 20 March 2008.
The Parties agree as set out herein.
DEFINITIONS AND INTERPRETATION

Definitions

In thie Agreement, unless the context otherwise requires, the following capitalised
terms shall have the meanings assigned to them below and cognate expressions

‘ghall have corresponding meanings:

“Agreement’ means this Agreement including Annexures and Addendium;

"AGRIBEE entity” means entily in line with AGRIBEE Charter on Black Egonomic
Empowerment issued by the Minister of Trade and Industry on 20 March 2008;

“beneficiaries” are persons from the Vrede area which mesis the requirements of
the AGRIBEE Charter on Black Economic Empowerment issusd by the Minister of

Trade and Industry on 20 March 2008

“Duration of Agreement" three (3) years from date signature of the party signing last

“Estina Proposal means Proposal in respect of the Project attached hereto as

Annexure B;

“Failure® means any failure by Estina to perform its obligation in terms of this

Agreement;
)
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3.2.1

3.2.2
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*Good Indusiry Practice” applying, in relation to the manner in which the obligations
are rendered, the standards, practices, methods and procedures conforming fo
applicable Law, and exercising that degres of skill, care, dillgencs, prudence and
foresight that would reasonably and ordinarily be expected from a skilled and
experienced person engeged in a ‘similar fype of undertaking under similar

circumstancas;
“Law’ means all applicable laws, ordinances, regulations, judgments and orders of

any competent court, governmental agency or authority. in any relevant jurisdiction
within the Republic of South Afrca;

“Obligations” means obligations as set out in clause 6:

‘Parties” means the Department and Estina, and any reference to “a Parly” shall
referto one of the relevant Parties as required by the context:

“Profect’ means the Diary Project at Vreds:

“thefthis Agresment’ means this Agreement beiween the Parties together with the

Annexures therelo.

Interpretation

This Agrsement shalil be interpreted according to the following provisions, unless the

context requires otherwise:

Refersnces to the provisions of any Law shall include such provisions as amended,
re-enacted or consolidated jrom time to fime in so far as such amendment, re-
enactment or consolidation applles or is capable of applying to any fransaction

entered info under this Agreement.

References to “Parties” shall include the Parties’ respective successors-in-title and, if
permitted in this Agreement, their respective cessionaries and assignaes.

References to & “person” shall include an Ihdividual, firm, company, corporation,
juristic person, responsible authority, and any trust, organisation, assoclation or
partnership, whether or not having separate legal personality. -
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3.2.5

3.28

3.2.7

328

328

References fo "clauses”, "sub-clauses” and *Annexures’ are references to the
clauses, sub-clauses and Annexures of this Agreement.

References to any other coniract or document shall include (subject to all approvals
required to be given pursuant fo this Agreement for any amendment or variation to or
novation or substitution of euch contract or document) a referencs to that contract or

docuinent as amended, varied, novated or substituted from time to time.

Words in parentheses and italics appearing after a clause reference or a referance o
a schedule are inserted for ease of reference only. If there is any discrepancy

between the clause reference and the words in parentheses and italics, the laiter
shall prevail.

The headings of clauses, sub-clauses and Annexures are Iincluded for convenfence
only and shall not affect the interpretation of this Agreement.

The Annexures to this Agreement are an integral part of this Agreement and
references to this Agreement shall include the Annexutres.

The Pertles acknowledge that each of them has had the opporitunity to take legal
advice concerning this Agreement, and agree that na provision or word used in this
Agreement shell be interpreted to the disadvantage of either Party because that
Party was responsible for or participated in the preparation or drafiing of this

Agresment or any part of i.

3.2.10 Words importing the singular nhumber ahall include the plural and vice versa, and

words importing either gender or the neuter shall include both genders and the

neuter.

3,211 References to “this Agreement” shall include this Agreement as amended, varied,

novated or substituted in writing from time to time.

8.2.12 The number of days incicated to commit en act or indicated for any other purpose, is

2.

calcuiated by excluding the first day and including the last day.

§|'I‘5;1.g'e-
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3.2.12 If any definition in clause 3.1 (Definitions) contains a substantive provision conferring

rights or imposing cbiigations on any Party, effect shall be given to such provision as
if It was a substantive provision in the body of this Agreement.

3.2.14 In the event of an Inconsistency betwsen the provisions of this Agreement and the

4-

6.1

6.2

6.3

64

€5

--GHJ-Page

Annexures hereto, the provisions of this Agreement shall prevatl,

APPOINTMENT

The Department agrees that Estina will implement and manage the Project in
accordance with the terms and condifions of this Agreement for the duration of the

Agreement,

CO-OPERATION

Each Parly shall co-operate with the oiher in the exercise and performance of their
respective rights and obligations under this Agreement.

OBLIGATIONS OF ESTINA

Estina shall in phase 1 perform the obligations mentioned In Annexure A by 31
December 2012,

Estina shall previde a capital injscticn of R228 000 000 (South African cummency).

Estina ensure that the beneficlaries own 51% of the AGRIBEE entity the remaining
shares belongs to Esfina: Provided that should Estina dacide to sell #s shares, the

Depariment will have the right of first refusa),

No dividends shall be payabie bsfore the AGRIBEE enfity s sel-sustaingble,

Estina shali in Phase 2 (selting up and management of dairy) and 3 {eeiting up and
management of processing plant) perfom its obligations in line with their Proposal as
mentioned in Annexure B and In line the agresd milestone as envisaged in
Annexure A and these must be Included to the agreement as an addendum,

4:33\
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6.6

6.7

8.8

8.9

6.10

6.11-

Estina shall in execution of the Project, avoid undue hindrance, interruption or
interference with the operations of the Deparftment or ofherwise hinder the activities
of the Depariment and its employees, save to the extent entitled to do so in terms of
fhis Agreement or as may bs reasonably necessary for the performance of Hs

obligations under this Agreement.

Estfina shal devote the necessary time and afiention to thelr obligations and not
engage in any business or activily that will prevent Estina from performing its

obligatione effectively.

Estina shall not be relieved of any obligation, responsibility or liabilify under this
Agreement by the appeiniment of any sub-contracter to carry out any part of its
obligations. As between Estina and the Deparfment, Estina shall be responsible for
the payment, performance, acts, defaulfs, omissions, breaches and negligence of all
sub-contractors. All references in this Agreement to any performance, payment, act,
default, omission, breach or negligence of Estina shall be deemed to include any of

the same by a sub-contractor.

The Department shall at all reasonable times and with prior written notice have
access to the properly, all records and documentation {including the right to
reproduce) required of Estina to be kept in relation to the Project for purposss of

awditing, quality contrel and monitoring of the Project by the Department.

Estina and the Depariment shall each take reasonable precautions (having regard
to the nature of their other respective obligations under this Agreement) fo preserve
the Integrity of the Department’s data and to prevent any cortuption or loss of the

Departinent’s data.

In the evant that the Department’s data Is corrupted or lost as a result of any default
by Estina the Department shall have the option, in addition fo any other remedies
that may be available to it elther under this Agreement or otherwise, to elsct sither of

the following remedies:

6.11.1 The Department may require Estina at ils own expense to resfore or procure the

7iPage

restoration of the Department's data;
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6.11.2 The Depariment may itselrestore or procure restoration of the Department’s daia
and shall be repald by Esfia.

6.12 Estina shall:
8.12.1 eany out its obligations {emdi as a separate and distinct obligation);

6.12.2 al its own cost, risk and experise and in accordance with Good Indueiry Practice;

8.12.3 in a manner which gives periotity to health and safety in the performance of the
obligetions In order to protsdt: Iife, healh, property and the environmerit,

6.12.4 in compliance with the remionable policies, procedures, profocols and directives of
the Department (as may b =mended from time to fime) as indicated;

8.12.5 employ persons In connecin with the performancs of the obligations who have the
necessary skills and expeaknce as required by their respective professions, trades

and eallings and taking into=account their roles and respensibiiities in relation to the
Project;

6.12.6 ensure that alf aspscts of fhe Project are supenvised by sufficient numbers of persons
having adequate knowledge of such mafters for the satisfactory and safe

performance of itz obligatioss; and

6.12.7 shall upon receipt of a requesst by the Department within 5 (FIVE) days supply to the
Department evidence subsiantieting fts compliance with this clause.

7. GENERAL RIGHTS AND QBLIGATIONS OF THE DEPARTMENT

" The Department —

shall assist Estina with adejuate accsss to information and documentation available

71
to the Department that wilbe required by Estina to Implement the Project:

7.2 shall make payments In tarnss of clause 13 {Payment);
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7.3

74

75

8.1

8.1.1

8.1.2

8.1.3

9,1

9.2

9|Page

shall idenitify beneficiaries for the AGRIBEE entity;

shall consider and approve the milestones determined by Estina for Phase 2 and 3;

shall inform Estina of ifs policies, procedures, protocols and directives as may be
applicable to the Project and shall fimeously inform Estina of any amerndments

thereto.
WARRANTIES
Eatina warranties

Estina warrants that -

It is the counterpart of PARAS and the sole provider for the services in the Project;

the obligations of Estina under this Agreemeni are legal, valid and binding and
enforceable against it in accordance with the terms of the Agresment;

it has satisfied itself 25 to the nalure and extent of the obligations to be provided in

terms of the Agreement; and

it hase the necessary resources, skills, expertise and expsrisnce required to canry out
the obligations in terms of this Agreement and will use reasonable care and skill in

the execution of the same under this Agreement.

PERFORMANCE MONITORING

Esflna shall monitor its performance in the delivery of the Project, and shall
implement appropriate menitoring and management procedures in respect of the
Project, including any reasonable monitoring procedures as the Parties may from

time-to-fime agree.

On the notification of any Failure or complaint regarding the qualily of ks
performance, Estina shall attend fo such notification with the urgency appropriate to

the nature of the Failure or complaint.
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Estina shall on a monthly basis prepare and submit financial reporis to the

8.3
Department and a quarterly performance report in respect of its performance,
including any Failures and such other Information as the Department may
reasonably require from time to time.

9.4  The Departinent shall monitor the performance of Eefina and may at any time in

addition to the report In clause 9.3 request any other information,

10, CONFIDENTIALITY

Estina shall niof, during the ferm of this Agreement and thereafier; without the prior
written consent of the Department, disclose any confidential information relating to
the Department and the Project to anyone other than those persons who are
connected to the Department and/or Estina and who are required or auihorisad to

10.1

have access fo such information.

The obligation to malntsin the confidentislity of information shall survive the

fermination of this Agreement, but will not apply to confidential Information which was
I the public domain prior to being disclosed by Esfina and has come into the public

domain offer than as a result of being divulged by Estina or is required to be
disclosed by a court of law.

10.2

11.  OWNERSHIP OF INTELLECTUAL PROPERTY

Information provided by the Department to Estina and any studies, reports and
documentation producsd by Estina in the performance, but excluding any materials
that contain any of Estina’s pre-existing intellectual property rights, methodologies or

know-how, shall belong to and remaln the properiy of the Department, and will not
be used by Estina for any purpose other than In accordance with this Agreement,

1.1

unless by written permission of the Department.

Upon termination of this Agreement for any reason whatsoever, Estina must return
without delay to the Department all materials in its possession, which belong to the
Department, regardless of whether or not such materials were originaily supplied by

the Department to Estina.

11.2

S5-
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12.  FINANCIAL CONTROL

This Agreement s subject to the provisions of the Public Finance Management Act,
1999 (Act No.1 of 1999).

13. PAYMENT

13.1  The Department shall make payment as follows:

13.1.1 to Estina an fnitial amount of R30 million to execuie phase 1 as set out In
Annexure A on the signature of the last party;

13.1.2 on certification that Annexure A has materiafly been complied with, as well
as completion of milestones by Estina es set out in the Project Plan: Provided
that advance payments may be made to Estina on properly motivated

requests as approved by the Departmant.

The money payable by the Department during the term of this Agreement shall not
exceed the amount of R342 miftion including Value Added Tax ("VAT’) over a pariod
of three years. To avold doubt, the total amount of the invoices submitted throughout
the term of this Agreement shall not exceed the aforementioned amount,

13.2

13.3 Estina shall pay R228 million towards the project payable as contemplatad in clause
8.2 read with Annexure A,

" 134 Budget

Estina shall In all cases, Irrespective of the basis payment, prepare an estimated
budget (inciuding allowance for VAT) for the cost of the Project for the various stages
of the Project for approval by the Department in accordance with Annexures A, B

and the contemplated Addendum; and

13.4.1

134.2 Such budgets must be revised and updated quarferly or as instructed by the
Department and all potential additional expenditure and or over-expenditure must be

with the cansant and approval of the Depariment.
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13.5 Invoices

13.5.1 Estina shall submit to the Department invoices together with relevant reperts in Iine
with the Project Plan detalling description of the component of the Project completad

by Estina for which payment is being clalmed;

13.6.2 The Department shall pay the amount of the Invoice within 30 (THIRTY) days of its

submission and delivery to the Departiment of a valld invoice in respect thereof,
togsther with the relevant reporis contemplated In clause & (Psrformance and

Moniloring).

1353 If the Department dispufes, in good faith, any amount, or the calculation,
composition or supporting information evidencing any amount, sei out in a Invoice,
the Department shall be entitled to withhold payment of the amount so disputed {(the

“Disputed Amount”).

13.5.4 The Parties shal;' liaise and use reasonable endeavours fo agree on ths Disputed
Amotnt. Where the Disputed Amount Is not agreed upon within 10 (TEN) Business
Days elther Parly may refer the matter to for resolution pursuant to clause 16

{Dispute Resolution).

13.5.6 All amounts payable In terms of this Agreement shall be inclusive of VAT,

14. INSBURANCE

Estina shall maintain professional indemnity insurance with a limit of indemnfty not
less than the value of the Project for any claim in respect of any neglect, emor or
omission on the part of Estina in the performance of its obligations under this

Agreement, for the duration of this Agreement.

15, TERMINATION

16.1 Non-defauilt termnination

15.1.1 This Agreement shall automatically be terminated on the termination date, unless it
has heen terminated earlier in accordance with the provisions of this Agresment.

H]i’agg.
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15.2 Breach

15.2.1 A parly commits breach if he falls or refuses o parform as agreed In ferms of the

15.2.2 Should any Parly (the “gully party®) commit a breach of this Agreement and fail or-

15.3

18.

16.1

18.2

18.3

16.4

16.5

13|Page

provisfons of the agreamant.

refuse to recliiy that breach within 14 (FOURTEEN) days after receipt of a written
notice from the other Parly (the ‘innocent party”), calling upon the guilty party to
ractify that breach, the innocent party shall be entitled, without prejudice to any other
of his rights, to forthwith cancel this Agreement by writen netice to the guilty party.

Exhaustion of Funds

It is also agreed that should funds no longer be available to pay for the exscution of
the Project, the Depariment may terminate this Agreement in its own discretion or
temporarily suspend all or part of the Project by nofice to Estina who shali
immediately make arrengements to stop the performance of the Project and minimize
further expendifure: Provided that Estina shall thereupon be entitied {o payment in

fuil for the services delivered, up to the date of termipation or suspension.

DISPUTE RESOLUTION

The dispute resolution procedurs contained in this clause shall apply to any dispute,
daim or difference between the Parties arising out of or relating to this Agreement (“a

dispute”).

A dispute will not be deemed to be a dispute until one of the Parties has provided a
written notice conveying the nature and scope of the dispute to the other Parly.

Parties will endeavour to solve all disputes amicably first.

if the Parties have been unable to resolve any dispute within 10 (TEN) working days of
the date of the notice contemplated in clause 18.2.

Nothing in this clause prevent any Party to approach the Free State High Cc{.ll‘t having
fo obtain urgent relief which may be required by such Party.
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17.

17.1

INDEMNITIES

Fetina indemnifies and shall keep the Department indemnified at all times against
all losges sustained by the Department in consequence of -

any ~

17.1.1 loss of or damage to property;

17.1.2 breach of a statutory duty arising under any applicable Law;

17.1.3 claim for or In respect of the death or personal injury of any individual; or

17.1.4 other clalm, action, charge, cost, demand or expense,

172

18.

19.

19.1

{including, without limliation, any legal fees or costs) arsing In connection with the
performance or non-performanee of any of the obligations, save to the extent caused
by the gross negligence or wilful misconduct of the Department or by a breach by
the Department of an express provision of this Agreement that is directly linked to

the loss; or

any breach by Estina of any warranties given by it in this Agreement.

CONTRAGT MANAGEMENT

Both Parlies shall nominate and appoint Contract Managers from time to time by
written nofification of their appointment to the other Parly to facilitate the

Implementation of the agreament,

MISCELLANEOQUS

Save as expressly permitted hersunder, a Parly shall not, without the prior written
approval of the other Party, which shall not be unreasonably withheld, assign, ceds,
delegate, fransfer or otherwise dispose of any right or obligation under this

Agreement to any other person.
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19.2 Estina shall not subcontract with any person for the carrying out of any of its
obligations under this Agresment, without, in each case, the prior written consent of
the Department, which consent shall not be unreasonably withheld or delayed.

This Agreement shali be governed by and conetrued in accordance with the laws of
the Republic of South Aftica, Each Party agrees that the Fres State High Court of
South Africa shall have exclusive juisdiction to hear and decide any appiication,
action, suit, proceeding of dispute in connection with this Agreement, and irrevocably
submits to the jurisdiction of the Free State High Court, Bloemfontsin.

19.3

No provision of this Agreement including, without limitation, the provisions of this
clause may ba amended, substituted or otherwise varied, and no provision may be
added to or incorporated In this Agreement, except (in any such case) by an
agresment in writing signed by the duly authorised representatives of the Patrties.

10.4

Any relaxation, indulgence or delay (together *Indulgence”) by either Party in
exercising, ot any failure by either Party to exercise, any right under this Agreeimant
shall not be construed as & walver of that right and shall not affect the ability of that
Panty subsequently to exercise that right or fo pursue any remedy, nor shafl any
Indulgence consfitute a walver of any other right (whether against that Parly or any

other person),

19.5

Except where expressly provided to the contrary In this Agreement, this Agreement
conslitutes the entire agresment between the Parties in connection with its subject
matter and supersedes all prior representations, communications, negofiations,
understandings and agreements concemning the subject matter of this Agreement.

1.6

This Agreement may be executed in any numbser of identical counterparts, all of
which when taken together shall constifute one agreemant. Any singls counterpart or
a set of counterparts faken fogether which, in either case, are executed by ths
Parties shall constitute a full original of this Agreement for all purposes.

19.7

All nofices and any other communications whatsoever (including, without limitation,
any approval, consent, demand, query or request) by either Party in terms of this
Agreement or relating to it shall be given in writing and sent by registered post, or

delivered by hand, or transmitted by facsimile or electronic mail to the reciplent Pariy
‘ ;ss_’b @S

19.8

af its refevant address set out below:

. -
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19.8.1 the Department, at

Address: Building No 4
Glen Agricultural College:
Glelie Joubert Street
Glen
Postal addreas: PO BOX 01 Glen, 9360
Facsimile number: 051 861 8454 |

Marked for the attention of.  The Head of Department

19.8.2 Estina, at:

Block A, 1* Floor, Grayston Ridge, 144 Katherine
Street Sandton

Bloge A, SFRone , GraysTen RIDSE

lat, Kamepme stresr, SANPTEN |

086 73Z pp 22

Address; -

Postal address:

Facsimile number:
Marked for the attention of: Managing Director

19.2  Either Parly may, by written notice fo the othar Parly, change any of the addresses st
which, or the designated person for whose attention those nofices or other

communications are fo be given.
18.1G Any notice or other communication given by any Party to the other Party which —

is sent by registerad post to the addressee at its specified address shall be

19.10.1
rebuttably presumed ta have been recslved by the addressee on the 7th
(SEVENTH) day after the date of posting; or

19,10.2 Is delivered by hand during the normal business hours of the addressee at ifs

specified address shall be rebuttably presumed to have been received by the

addreszee zt the ime of delivery; or
S %ﬁ #
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is fransmilted by facsimile copier to the addressee at the addressee's

19.10.3
specified facsimile number shall be rebuttably presumed to have been
recelved by the addressee on the date of fransmigsion as Indicated on the
sender’s facsimile transmission report; or

12.10.4 is transmitted by electronic mail fo the addresses at the addressee’s spacified

alectronic mail address shall be rebuttably presumed to have received by the
addressee onh the date of transmission as reflected on the sender's slectronic

mail records,

19.11 The Parties choose their respective physical addresses in clause 12.8 as their
respective domicilia citandi et executandi at which all documents relating to any legal
proceedings to which they are a party may be served. If that address s changed to
another address which is not a physical addrees in the Republic of South Africa, then
the original address shall remain the domiecifum citandi et executandi of the relevant
Party untll t nominates a new physical address within the Republic of South Africa in

writing, to be its new domicilium citandi et executandy.

Each Parly shall be responsible for paying its own costs and expenses incurred In

19.12
connection with the negotiation, preparation and execution of this Agreement.

Nothing in this Agrasment shall be construed as creating a partnership or a contract
of employment between Estina and the Department. Save as expressly provided for
In this Agresment, Estina will not be, or deemed to be, an agent of the Department
and Estina shall not hold itself out as having authority or power to bind the

Department in anyway.

19.13

Thus done and signed at 5/0*’"}% ¢ /f.’ # . onthis .22, day of el 2t
20/2...
THE I"iEAD OF DEPARTMENT WITNESS

Name in print:_S5S> B @ o)

Name: Mr Peter Thabsthe

17|Page

RJ-143

AR




Thus done and signed at . SLOEMBNTETN  anthis 5. day of TULY
20...12=
S‘ ~ 6@«.&”7\ 6?* _:ﬁ gmm a -
ESTINA WITNESS
Sanjesv Gautam
18| Pa ge Q
21

RJ-144




ANNEXURE A: OBLIGATION FOR FIRST PHASE

RJ-145

Taske

Land acquisition

Environmental impact Assessment

Feasibllity study

Water reticulation

Electricity connections

Include identified beneficiaries in AGRIBEE entity

Set up of AGRIBEE entity and clarify roles of stakehoiders {Department,
AGRIBEE entity and Esfina)

Draw & project plan in line with Estina Proposals which must have milestones
and timelines for phase 2 as approved by Department

Determine the dates for capital injection by Estina
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Department of Agriculture & Rural Develepment :

integrated Dalry Project
in Vrede, Free Stals

risutitn e £ nal g Pl
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Vision
Mission
e

Cur Vislon is to create a larga scale integrated self-
sustainable Dalry Project in tha Free State Provinte to

henafit black farmers

O Mission it to bulld a self-custaihable business

madel that wilk:

¥ open upy employment opportupities for Blagk
farmers st grass-root level and

S fuel economic growth in the Province

Wa ave committed to our valuas of Trust, Hotesty
and integrity as the core of our approach to businass.

COMPANY PROFILE

© In opevation since 1960—$1 vaas of experiance
One oﬂhe leadina mitk processing platits in Indiz.
; AERON: India,.

] 5m0fﬂ‘laﬁft| D0, : d
© Total Liguid Milk (ptaka of more than 720 MI!Bon Litras Per annum

® Processing capacity of Lmillion Liters Por Dav,
® wammmmm
¥ Amongst the Large ’ id P!

_prllad to the focal maﬂnet dally,
@ The Only Company In Morth India to Trarket Bactoiuged Mk

& Heet of 300 Statnless Steat Insulsted road il tankers

A strong brand equity and domestic sccoptance.
v Modern Dalrv lmdlents plant in collaboratlun with Mﬁﬂ!ﬁ!&

& Accred]ted asamgmmm.bvﬂ!eam oflndla

£ ESTINA Pty Ltad. s the foca! representative company which kes bean appolnted by Parasto
engage with tha Dapartment &1 the Vrede Project.

aasle Mk In New Delld with around

Gmww:ﬂ‘: Pams
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PLANT § - A LOOK

1 Million LPD at

MALANPUR sione




SOUTH N MILK SC 10 OVERVI

@ Annual mifk production shows a steady upward trend over time

& Totsl milk to market for 2041 was around 2.6 biflion Ftres

B The numberof milk producers has decreases from 3,889 In 2007 to 2,6271n 2011

@& Since 1957, the number of milk producars 1 tha Free State reduced by 473

£ In 5011, SA imported 149.4 miffon litres equivalent of milk and milk products while
exports stood at 83.5 millfon litres.

© Ofa total of 2,474 mbik procducers in the countey, 38 are based i the Free State

© Therelsa compelling businass case for the setting up of a Dairy Project in the Free State

Figure 1 Mk production derily fraras ko) poar diteic, 2008

G with Paves

-

INTERNATIONAL MARKETS

< - North Amsrica:

4 EU: (Govmany, France, Turkey, Beigium, Kaly, Irelsnd, Donmark, Poland,
Netherfand eto.)

{Slngepore, Thailand, § Korea, mdonesta, Phlippines, Jepan, Bangladesh,

& Asia:
Afghanistan, Pakiptan, Srilanka ale)
& Africa: {Sudan, Nigerte, very Coast, Madagescar, Morocco, Egyph)
+ Widdie Easl  (UAE, Saudl Arable, Yermen, Oman, Qatar, Ruwelt, Jorda, Bahrain,
Syriw, Lebapon )
¢ Oceania: {Now Zealand, Australia}
2

L
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VREDE D PROJECT - HIGH-LEVEL OUTLIN

© DAIRY INFRASTRUCTURE
o land~identified at Vrede
& Cattle —500 Cows In-Dairyand 500
& Infrastrocture - Daity Parlour/Fead Storage/Fead-

2 COMMUNITY DAIRY
& ideplify 200 mambers of the Comamt nity who wiil recelve 5 Cows aachi
& Cominunity Mitking Cantresto be setup with @asy aceess to members
& Mambers will have accessto Faed, Vet $ervices and Tralnisg
© Memberswill e patd for itk frarn the cows donatad o them

© PROGESSING PLANT
& State ofthe Art [SOS : f "
& Initla} Processing capadity of 100,000 Jitras per day
@ Inftist tavgeted milkingbe of 40,000 lityes par day.
© Products to include Ehuld 0Tk, UHT Milk, Chesse and ather produzts

© PRODUCT MARKETINE & SALES

% Products will be branded ~aachorna obung®
tias and Sports kons as brand smbassadors

& Aggressive marketing campaignsusing cefebri
@ Supply of Bulk Mifkte Hospitals and UHT Mk to Schools e,

Cows o be donated
Lots/land cultivation for Feed

lity to be set up
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PROPOSED PLANT LOCATION

Department of Agriculture in
consultation Phumefela Local
Munioipality have identified
4,400 Hectares of Municipal
Land in Vrede as the general
locstion where the project will
ha established.

The terms of transfer of Land
or usage of the same have to be
discugsed and agreed bebween
alt stake-holders

7B TINA

LIST OF PRODUCTS g5 o )/o 4 ~4) PRODUCT PROFILE

» yimmed MUK Pawder S0P GROW with Paras

+ Whole Mikk Pawider GVMP) .

* Casain (Acid & Sanaci) A vange tull of health
~ Cascioates (i & C Xt
mctoaten @ o A gtel el
o pemineralized 3Whiy Powders (DM 70 & 1A195) :l"a-,a "ti"_b‘q.i' ,ﬂf
- Wihey Probein Concentrate (WPE 3§ & WIC 35) ‘,u.,: ST
L5

* Ghee
¢ M1k Frotein Concontvate

* Doy Whitenor

® Lactose
= UFTY Milk

* Pulher
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AGE! & FiINANCIAL M L~ HIGH EL i :
Gmmim’am

& MANAGBEMENT
® Tha sharehoiding Company will ke structured sceording to the Agri-BEE norms stipulated
by Government

© Estina/Paraswil be responsibie for Project Implementation
% Estina/Paras will also be responstila for the operational management of the Praject
during its life cycle
& DEPLCYMENT MODEL
& Itis snvisaged that the Profect wil ba spllt into two phasss
# Fhase 1 will nvolve the depioyment of the Dalry & Comiuntty Dalry Projects
and is expected to Be complete within 1 year of commencement
O Phase 2 will involve the deplovment of the Processing Plant
and Is expected to be compizte within 2 years of commancament
@ FINANCIAL MODEL g,
The total cost of the Project is estimated at R500 million
The inftial Investment for the establishment of the Dalry will be through
Goverpment fundmg
‘Tha Immestment for the establishment of the Processing plant will be funded by
Estina/Paras
@ Govemment is requested ta commit finenclally on the opemstions of the Daley over a

pericd of five years.
& petated Buginess Plan baing prepared and will be submitted 10 the Department ‘C-E m

o

& &3

THE SEAL OF QUALITY

£ An established ISO 2091 and HACCP certified syst'

& Kosher certified

& Export Inspection Council Certified

$ An APEDA ( Agrl Products Export Development Authorityf
Member

% HMalal certified (Malanpur Plant}

# BIS, IS1, AGMARK Mark

# FSSA( Food Safety And Standard Act)
& US FDA (For Some of the products)

r-v"'“"ka-, \
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Quivent £1Y Cipialinjertiun CARD R30,600,000
Recuested fuwding Troaguy RE4,000,000
RECOMMENDATIONS

tis reqommended that the Executive Council;

1.Considers and approves the implementation_ of
the proposed Integrated Vrede Daity agri-

business Project.

2.Supports the sourcing of additional funding of
R84 mitiion for this current FY from the province.
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agriculiure & rural development

Departinent of
riculture and Rural Development

FREE STATE PROVINCE

PROJECT PROPOSAL

.

Vrede Integrated Dairy Agribusiness project: Proposed integration
of Dairy and other elements of production and processing with the
emphasis on value-addition and beneficiation, such as a range of

 processed dairy products

ﬂ'ﬂ' ied with the Acri-BEE business noims stipuloted by Go

o
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Shictly Gonfidertial
Prafect iz Vrede Dalry Project Proposal

1. Preamble

The Department of Agricufture and Rural Development {DoARD), in fine with the vision of the Mohoma Mabung
initiative, has identified the implementation of a Dairy Project In Vrede as its flagship Project. To this end DoARD
had recently commissioned a detailed study which validates the implernentation of such a Project. The DoARD
subsequently commissloried a high-leve! team to visft India, the largest milk-producer In the worid, to explore
the possibilities of atiracting ivestments in this area, The DoARD team met with PARAS Dalry, the fargest
private milk producer in india and have agreed in principle to work with them on this prestiglous project.

2. Executive Summary

ESTINA PYY LTD is proud to inform the Departmenlg of Agriculture and Rural Development that it has signed a
Memorandum of Understanding with PARAS DAIRY, the largest private milk producer in India, to deploy a
flagship Dalry Project in Vrede, The Agreement covers setting up of Dairy Plants to produce milk and related
Dairy products in South Africa. Although the DoARD team have already met with PARAS, it may be pertinent 1o

list some of their strengths here :

#  Blggest Private Milk progessors in Indla & the only Co. in North India to market Bactofuged Milk

#: 5 State of the Art IS0 8

¢  Total Liquid Mitk intake of more than 720 Million Litres Per ;nnum

¥  Processing capachty of 3 million Liters Per Day,

£ Network Coverlng more than 5000 villages & a strong procurement base at viliage level

% Amongst the Largest Suppliers of Ltauid Polvpack Milk {250,000 Litres/Day supplied lacally)

£ Flest of 300 Stainless Steel Insulated road milk tankers

&
#  Accredited as a 2 Star Export House by the Govt of India
Proprietary & Strictly Confidenttd Page 3of8
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3. Proposed DARD flagship project

Thoho Mofutsanyono District !
Proposed integration of Dairy and other elements of production an

Vrede Integrated Dairy Agribusiness project:
d processing with the emphasis on

vatue-pddition und beneficiation, such as a range of processed dairy products

A large-scale integ

rated commercial agribusiness project is being envisioned for implementation at Vrede in the

Thabo Mofutsanyana District of the Free State, which would be highly sustainable and which can make 2

significant contribution towards gereral development in the area.

The objectives with the project are to:

3

+ B

L]

Despite the fact that a large-scale dairy operati
mitigated by the deployment of a highly skilied
number of opportunities for the integration of ot

For the planne

Uti[ise the existing natura) and other resources to create @ viable large-scale integrated agro-industrial

enterprise;
8roaden the agre-industrial procduction base of the disttict;

improve the food secusity situation for a number of rural communities;

Create a number of small enterprises; and
Alleviate the poverty of the surrounding communities.

on is under threat of a number of risks, those risks can be
management team. A well-planned dairy operation presents a
her activities and downstream value-adding and bereficiation.

d integrated dairy project to be sustainable over the long term, it is planned to ensure that:

The dairy over the long term, malintalns at least 1 000 cows-in-milk, implying that another 1 000 non-

producing followers, mainly female animals are fed, narnely young or pregnant heifers and dry cows;

The dalry cows are sheltered agaiast the sun and heat stress during the summer monihs as well as

against extreme cold duting the winter months;

Proper milking equipment and buildings are created;

Milk processing equipment needed for pasteurising, cold storage, yoghurt, cheese and Amazl
production, as well as distribution vehicles are in operatlon;

Efffuent usage on crop fields to reduce the use of chemical fertifizers;

Page 4of §
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Feed productlon In the form of grains, gnnual legume crops, hay, lucerne and sllage under dry land and

1 000 hactare of Irrigation;
Creation of facllities for tha orderly storage, refrigeration, transport and marketing of the respective

products; and
Integration of small holder farmers on the periphery to praduce varicus products under contract to the

nucleus project.

In the short-term, the milk witl be procured from the local farmers and then processed in-house, This operation

will then gradually be expanded to Include in-house rearing and milking of cows over the long term. In this
manner, the risks envisaged in a farge scale dairy operation will be mitigated by the gradual scaling up of the

operation.

This project is designed o be the flagship of DoARD developments for the Free State In order to demonstrate
the significant advantages to be enjoyed by the skilful integration of various elements in the agro-industrial

value-adding system,

in Table 1 below & short summary s provided of the salient figures which apply to the planned project.

Moject infairaation gl e

Tttt e . b o —
Yotal arex availlable for projact opetations [hsctﬂa};el: N 4450
Haturat veld graring grazing (hectare): 3100
Arable area {hectara): 1350
{rrigable area (hectare): 1 800
Initial Fieed capial to ha nvested to rendsr project viable (R*milllon): 500.00
Tumover (R'miktion): £0.00
Net profit {R'milffon): 16.60
Employraent oppoctunitios: 600
Proprietary & Strlcty Confldential Page 5 of 8
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4. Detailed Project costing for a large scale Dairy Unit:

Irrigation & mechanisation 1,000 ha R45,000,000
Rain fed mechanisation 1,350 ha @ R20,000 RA32,000,000
Dairy cattle —*Cows in Milk® {Cli) 500 ea @ R26,000 R12,500,000
Dalry caitle - Rest of herd (Followers) 500 ea @ R25,000 R12,500,000
Dairy bulis f Al R500,000
Milking parlour — 1,000 CHM unit 1,000 ea @ R5,000 R5,000,00¢
Bulk cooling tanks R25,500,000
Cairy products manufacturing R&0,000,000
Pasteurizer R60,000,000
UHT Long Life Milk PLant R149,000,000
Other dairy equipment R15,000,000
Feediot R14,000,000
Grain & oiiseed mill R19,000,000
Animal feed plant R10,000,000

R40,000,000

Working Capital Requirement

T,

Propised Source of fundirig: :

Capital Injection/iP/Equipment sic ESTINA / PARAS R200,000,000

Grants of R100miyr for & Years DoARD ®200,000,000
Proprietary & Strictly Confidential Page 6ol 8
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5. Phases for Project Deployment

In discussions with the Department, the Department has brought to the fore the prebiem of lack of funding for
this Project which has been a major stumbling block In the execution of this project in the past. With a vlew to
crystalizing the vision of the Department, Estina together with Paras Dalry are propasing a phased approach to
the Project, whereby the Department wilf release available funds and Estina will ensure the implementation of
the project in a modular form with technical know-how inputs from Estina/PARAS and when required, financial
participation as well. Estina will prepare a project plan with clear deliverables based on the available funds
released by the Department and will work with the Project Management Unit of the Depariment to ensure
maximum returhs on the amounts invested by the Department over a perfod of time. It is envisaged that as the
project Is delivered in phases, additional funding can be pracured from various stakeholders when the viability

of the project s demonstrated through the actual deployed working model.

6. Business Model

in line with the Agr-BEE business norms stipulated by Government, Estina proposes that 3 new Special Purpose

vehicie {SPV) be created in which ESTINA wili hold a 49% share while the remaining 51% shares will be
distributed to at least three selected Grant recipients. Estina will provide the required capital injection as well 25
the technical know-how, which will be provided by Paras. Estinia will endeavour te fund the entire Project ftself
and is reguesting the Government to commit to an annual Grant of R100m per year for FIVE years to ensure

that the Project remains sustainable and commerclally viable.

7. Optimising the deve]opment'potential of this flagship project

1t is envisaged that this DARD integrated agribusiness project wiil become a centre of excellence for the entire
Free State and even the nelfghbauring provinces.

Eventually this Project will provide:

e On-site, hrservice practical agticultural training for aspirant farmers to equip them for the profitable

operation and management of their own DARD projects, albeit:
—  Primary production of fivestock and agricultural produce, or
—  Vstue-adding and beneficiation to livestock and agricultural produce

Basic business, financial and management skills training and In-service application

Proprietary & Strictly Confidential Page 7 of &

This doctiment is propietary and strictly confidential and ma} not be duplicatad, replicated, or raferencad I any mannar whatsogver,
wiihout the specific wiitten permisslon of pariness

A, wudadins & ppad develeme
g




[ —— Nl

Striclly Confidential
Project :: Vrede Dairy Project Proposal

s Cooperative processing, value-adding and beneficiation of livestock and agrleultural produce for all

DARD projects in the Free State
Cooperative marketing facilities into the major consumer markets of Sauth and Southern Africa for all DARD

projects in the Free State thus creating the necessary critical mass and economies of scale which will unlock

additional financial benefit for all DARD project participants

8. The need for the chosen Dairy Project

It can be concluded that there Is an urgent need for this project based on the following facts:

» The sale of milk provides extra income on a regular basis to ruraf people who often have just enough to

get by, Mitk sales also improve the nutritional status of rural populations, though not necessarily the

urban needy. Milk Is also one of the few agricultural products which can be supplied and marketed

regularly by non-landowners. A dairy plant creates jobs In rural aress, and thus helps check urban

migration.

Milk and milk products are thought of as staple foods in Europe. Favourable praduction conditlons

mean that everyone can consume large amounts of milk and dairy products. For many of the world's

peoples, however, even though milk plays no role In the diet, f balanced food Is availabie in sufficient
quantitles, neither health nor welfare should be affected by the lack of milk. Recommended Third World

dairy policies fall somewhere between these two extremes., Milk protein can enhance plant protein and ;.
in a dlet combining several foods, a compensatory balance Is established among the various sources of |
proteins. Animal proteins supply essential amino acids, plant proteins ¢an then economically top up the
total supply.

Many Third World countries find it hard to right the balance of payments: imported dalry products are
one foreign exchange savings which can be effected by a dairy development policy. Moreover,
international prices may go up in the medium or long run, placing a country which is not in a position to

partially substitute imports by local production at a disadvantage.
i

-
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National

Free State dairy project damned in treasury
investigation

07 Feb 2014 00:008am Sole, Tabelo Timse, Stefaans Briimmer

A controversial R570-million Free State dairy project is riddled with irregularities,
investigators for the national treasury have found.

A gate to Vrede, the farm given by the government 1o private company Estina rent free.
(Delwyn Verasamy, M&G)

A controversial R570-million Free State dairy project was riddled with irregularities,
investigators for the national treasury have found.

Exclusive material from the investigation shows that the treasury launched a full-scale
investigation of the Estina dairy following several Mail & Guardian exposés about it in mid-
2013. The reports suggested the deal with Estina — a company without agricultural experience
and led by a computer sales manager — flouted treasury rules and was designed to milk
provincial government coffers.
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The articles also flagged allegations of the Gupta family’s proximity to the project and
several of the role players.

Until recently, the treasury would not confirm that an investigation was taking place,

Now a document obtained by amaBhungane shows that in Qctober last year a forensic team
was dispatched by the treasury to Bloemfontein to question officials about the bizarre
contract to develop a large dairy and milk processing plant in the northeastern Free State

town of Vrede,
Investigators were shocked by what they heard, including;

= The Free State agriculture department did not follow any supply-chain procedures
when agreeing to fund the project through Estina, a private company;

» The department did no due diligence on Estina or its claimed partnership with Paras, a
major daity company in India. Paras subsequently denied any involvement;

» The Free State paid grants directly into Estina's bank accomnt and the tesponsible
official admitted she had no real evidence of how the money was being spent;

* A "feasibility study” was done only after the contract was signed;

» It appears the "loosely drafted” contract - skewed in Estina's favour — was drawn up
by Premier Ace Magashule's legal adviser. The contract commits the department to
shelling out R342-million and Estina will be billed for the balance of the R570-
million project cost "if necessary™;

» Small-scale farmers, who were supposed to be beneficiaries of a 51% share in the
scheme, were only identified recently and the official could not explain how they
were chosen; and

» Approval for the project was rushed through despite the fact there was no budget, no
feasibility study and no urgency.

One of the investigators remarked in apparent exasperation: "Estina is using government's
money to establish a plant, putting cows on land that is given by government rent-free. Now
they get to make a fortune off the infrastructure.”

The disclosures are made in a confidential transcript. which records an extraordinary
interview with the Free State department of agriculture chief financial officer, Dipatle

Dlamini.

Dlamini was questioned on October 9 2013 by two forensic executives, Suad Jacobs and
Trevor Barnard, of the law firm Edward Nathan Sonnenberg (ENS).

ENS conducted other interviews — to which amaBhungane has not had access — and has since
completed its report to the treasury.

It is not known what their final conclusions were,

Despite the damning admissions, the treasury seems hamstrung by devolved accountability
that makes it difficult for the national department to intervene in provincial procurement.
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Political sensitivities
There are also political sensitivities, given that the project is publicly associated with allies of

President Jacob Zuma, including Magashule and the influential Gupta family.

Although there is no evidence that the Guptas are beneficiaries or involved in the
irregularities, their proximity does raise the question of whether political connectivity played
a role.

For months, the treasury refused to respond to questions from amaBhungane. When
confronted with the evidence contained in the transcript, a source within the department
confirmed that the issue was a political hot potato.

But the treasury spokesperson, Jabulani Sikhakhane, would only say: "National treasury is
still studying the report, after which a decision will made on the way forward."

The transcript reveals that the dairy project appears to have been conceived during a visit to
India by senior depeitment officials and the then agriculture MEC, Mosebenzi Zwane, whose

home town is Vrede,
The trip was signed off by Magashule, a close ally of Zwane.

Following the visit, officials in Bloemfontein were summoned to a presentation on the dairy
project by Estina on May 24 2012.

Just three days later, on May 27, the head of department wrote to Estina accepting the
proposal. On June 13, Magashule's legislature approved the deal.

The Free State government failed to respond to detailed questions but appears determined to
press on with the project.

In a written response to a question in the provincial legislature in November last year, the
MEC for agriculture, Mamiki Qabathe, said the project should be completed by July 2015.
She detailed R114-million in expenditure so far, which includes 351 dairy cows at a cost of
R6.2-million, a price that the opposition Democratic Alliance has noted is nearly double the

market rate,

AmaBhungane was also told that about 30 cows and calves have already died — and this week
saw many carcasses that had been dumped in a gully on the Vrede property. These losses
suggest the project was poorly conceived and is being poorly run.

Other costs also seem inflated, such as a security gate and guard house for R2.6-million and a
collection of basic tools — a spanner set and similar tools — for R2.5-million.

The doubtful beneficiaries
It appears there was a scramble to identify supposed beneficiaries of the dairy project only

once the national treasury started asking difficult questions.

Local chair of the African Farmers Association of South Africa (Afasa) in Vrede, Ephraim
Dlamini, told amaBhungane an urgent meeting was called in October last year by Mosebenzi

Zwane, the former agriculture MEC.
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"The hall was full of people, most I didn't know who they are. We were told to bring a copy
of our IDs and you submitted names and addresses.

"Zwane gave a good speech about how we are going to be owners of this farm because we
will own 51%. He begged us not to sell shares to anyone even if they offer millions.

"I warned people not to sign anything without fully understanding what is going on."

What breaks his heart, Dlamini said, is that people who had few cows sold them because they
were promised they were going to get cows from the dairy, "but so far not a single person has
received anything". He said beneficiaries appeared to have been "already chosen” by the

politicians.

Dlamini said he understood that people were desperate: "But, by the look of things, this is not
going to go anywhere and people will be worse off.

"Politicians don't understand ... these are people’s lives. They have this habit of doing things
ag if they have community support and then when they get caught they come to the people to
legitimise these fly-by-night projects. It's nothing we haven’t seen before.” — amaBhungane

reporters

Mass grave points to daily deaths
Mystery surrounds a stinking stack of nearly 30 dead cows that were dumped in a ditch on

the Vrede dairy farm project on the outskirts of the northeastern Free State town. The place
where the animals were dumped is about four metres away from a river that provides Vrede

with its drinking water.

It is clear from the state of some of the carcasses that some of the animals died quite recently,
even as late as Wednesday, February 5. The site, visited by amaBhungane this week, is not
far from the actual dairy where the more than 300 cows are milked, and backs up rumours
that cows are dying on an almost daily basis on the controversial farm. Residents of the
nearby Thembelihie township said they were concerned that diseases might spread as no one
could offer any explanation for the deaths.

Along the R34 national road from Vrede to Newcastle, amaBhungane used the second
entrance to the Vrede dairy farm and had to walk for about 2km. The sickly odour was
present way before the actual site. The section where the cows were dumped was not easy to
find as it was hidden among patches of tall bluegum trees, with overgrown grass in the area.

The smelly ditch was infested with clouds of flies hovering over the piles of decomposing
cows. It looked as though three of the carcasses were dumped quite recently. One of them, a
Friesland dairy cow, lay on the flattened remains of many other decomposing cows. The ears
of many of them had been cut off.

A source who did not want to be identified said the fact that the makeshift graveyard was
situated so close to 2 strategic water source was a health hazard, especially if it rained.

AmaBhungane could not establish the cause of death as the farm's project manager,
Chandrana Prasad, did not respond to questions.
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Vrede's municipality could also not be reached for comment. — Tabelo Timse

* Got a tip-off for us about this story? Email amabhungane @mg.co.za
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i ;ﬂ:o_s: And who was the state law advisor whe draffed the contracie

2 | DLAMINI [Inaudible 2:30:04.8] a Mr Venter in the Premier's office.

3 | JACOSS: Ok and Mr Venter's contact defails?

4 | BLAMINE 1don't have it, will you please ask HOD for it
—

5 | JACOBS: Why were the beneficiaries in the project not identified before the project was

& | [impilemenied],

7| DLAMINE Honestly lef me say it was one of those lost and challenges in the system.

g8 | JACOBS: Meaning what?

9 | DLAMINE: Under normal circumstances the beneficiaries were suppose to have been there

before that 5o | [won't] say.

1 | JACOBS: This again adds to my concern that there seerms to been a great deal of urgency in
12| getting this agreemeni signed when the department wasn’t even clear that there were going
13 | to. be beneficiaries because now there appears to only be 80 beneficiaries.
14 | DLAMINI: The beneficiaries were gonna be there, it you read under definition it says there
15 | beneficiaries are persons from Viede are, which means that the requirernents of the Agri BEE
I6 | Charter on Black Economic Empowerment issued by the Minister of Tourism Industry [Inaudible
17 | 2:31:51.6] but aiso if you look at the minute that | gave to you of the consuliation with the

8 | municipality. One of the responsibilities of the municipality was to identify the beneficiaries in
i | their area.
20 | JACOBS: S0 the beneficiaries weren’t even consulted on whether or not they wanted this
2t | facility. The agreement was entered into and then they were appointed or then they were
22 | identified.
23 | DLAMINI: This project is one of those initiated where you say when we get into this areq and
24 you say you wanl fo uplift the lives of the people in that area, you then group pecple like | said
25 | it can be women in a group it can be. That normally it's not necessarily a process where you
26 | cansqy. i advertise people who are interested must come. It's a process where mainly the
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Honorable Speaker: Free State Provincial Legislature
Bioamfontain
9300

RE: RESPONSES TO THE PORTFOLIO COMMITTEE FOR AGRICULTURE AND RURAL
DEVELOPMENT

3 Mr. R. Janidelsohn asks the MEC responsibie for Agriculture and Rural
Development, Ms. M. Qabathe:

In view of the dakry project that is being estabiished by the Department at Vreds;
31 mehmnqhsbmspﬂhnchmshulhomjeﬁwalniﬁﬂd?
aThe department has committed fo pay the total contribution of R342 million over a pariod of
ﬁireeyeari:t'mesofR114rrﬂmm'yaar. The first contribution was done in two payments of
R30 million and R84 miflion which is equal to R114 million in 2012,

32 Whumemhdﬁemwﬁvomm:mtmmmm“s
initiated?

& Esiahiish 151 Ha crops for fodder (Maize Crops were planted on 85Ha. 240 fons were
harvesled and siored in the VKB (Vrystaat Kooperasie) sifo’s at Vrade. Soya beans
wera planted on 65 ha and had a yield of 50 tons. The soya beans are also siored at
the VKB silo's). The cost for seeds, fertifizers, inputs and diesel was R 319 290,

» Labour cost was R1 309 097,00,

o Construction of Silage Bunker (R5 000 000.00).

a cm:cﬁonofgmlammad.ﬂmmadofﬂkmhashemmplmd
(R1 200 000.00).

e Catlie shed {R500 000.00).

»  Security gaie and guard house (R2 500 000.00)

» Temperaty Veletinary Laboralory (R300 000.00).

HW (A




33

Callle Feed plant (R7 350 000.00).

Miking Parlour {10 point stafic parlour & 72 point rotary pariowr) and Milk Processing
Flant (lo procass 20 000! milk per day and &t should have the potential to expand o
30 000 | per day) R30 050 000.00.

Purchasing of farm implements:

o

Tractors: 2 x Tractor John Deere 110 KWA and 2 x Traclor Tafe 61 KWA
(R2 360 0G0.00).

Equipment: 2x Chisel ploughs with roliers, Inter row culiivator, 8 Row maize
piantsr, Boom sprayer 800! capacity, Fertilizer spreader, 5t Gap trailer, Water
browser 2500k cap, Diesel Browser 11001t cap, Spray gun, Generator with
welding machine, Baler, Disc Mower, Disc hamow, 5 whesl rake, Long fiatbed
traller, 3 x tipper traller, Single row malze harvester, 5 kw genarator, Front end
loader and Fire fighter (The cost of the tractors and implements was R 3
507 484).

Famn Tools: Spanner set sizes 1-38, ring spanner and strew driver, Socket
set, Heavy duty vice, Troliey jack, Plk, shovel, sitage fork, axe, rake, Saw, Spot
fAght, lamp torch, Grinder, Air compressor and Drill machine (R2 513 000.00).
Purchasing of Dairy Cows: In total 351 Dalry cows of diflerert ages were
purchaged {62 x pregnant {3-5 months), 57 x Breeding cows, 70 x Calves
oider than 12 months, 77 x calves 8-12 months and 85 x calves 6-8 months)
RS 212 000.00.

Land Surveyor, Agriculturists, Accounting Faes, Office Equipment, Insurance,
Salaries and Wages, Professional Feas, Administration Fees, Legal Fees
(R12 000 000.00).

Secured: Pasteurizer, Dairy Exquipment, Irrigation Equipment (R37 779 613).

Whether any outside individuals or companies have been paid any money in
respect of this project, if so, a) who are these respeciive individuals and
companies and b} what services were provided by thess respective individuais
and companies?

RI-177




a) ESTINA

b} ESTINA: Ensure the implementation of Project in the District with due ki, diligence,
regularity and expedition and compilete the project. At afi material imes cornplied with
the relevant provisions of the Agreement, insofar as it pertains 1o the activities of the
Projact. Utilize the funds made avaiable by the Department t the project. Ensuns that
sound financial management and accountability system are in place, and provide the
Department (District Director) with monthly and annual reports as in line with the
Monitoring and Evaluation System of the Department of Agriculture and Rural

Dexelopmsnt,
34 What is the total amount that the Depariment plars to spend on this project?

The total project cost is R570 milion {Five Hundred and Seventy Millon) of which the
depariment has committed to contribution R342 mifion (Three hundred and forty two million),
over a period of three years.

3.5  When will this project be completed?

The Virede Dairy project was initiated on the 5% of July 2012 and is envisaged t be completad
by July 2015,

36  Whatare the expected cutcomes of this project for the Free State Province?
OVERACHING BENEFITS FOR THE 