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Mr Lungisani Daniel Mantsha  

Chairperson  
Denel SOC Limited 
P O Box 8322 
Centurion  
0046 
 
Tel:  (011) 781 0099  / (012) 671 2896 
Email: Dan@lungisanimanthsaattorneys.co.za  / Fortunel@denel.co.za / 

Yvonne@lungisanimanthsattorneys.co.za   
 
Dear Mr Mantsha 
 
Approval in Terms of the Public Finance Management Act (PFMA): Proposed 
Establishment of Denel Asia SOC Limited  
 
Your letter dated 11 December 2015 regarding the above subject matter has 
reference. 
 
Before considering your application, I wish to bring the following issues to your 
attention: 
 
1. The Department is unable to consider Denel’s Section 54 application in the 

absence of Section 51 (1) (g) approval by Minister of Finance.  
 

2. In terms of the R1.85 billion Government Guarantee, the Minister of Finance 
must co-approve all Denel’s PFMA applications. This then requires the 
Department to engage and reach consensus with National Treasury (NT) 
before recommendations could be made to both the Executive Authority and 
the Minister of Finance; 

 
3. In terms of the final submission made by Denel, the business case is not clear 

and the Department would like to request Denel to present the business case 
to the Department and National Treasury. 

 
4. The response to the questions raised in the pre-notification letter were not 

sufficient due to the following reasons: 
 

a. Whether the business case for Denel Asia and VR Laser Asia as a 
partner is solid; 
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b. The unsuitability of VR Laser as a partner based on the due diligence. 
The company is technically insolvent; 

 

c. Political considerations or support not exhausted; 
 

d. The primary intention in setting business in Asia seems to be mainly 
brokering services. The application does not seem to support otherwise; 

 

e. The inadequate financial plan, only financial projections provided.  
 

f. The breakdown of the cost structure as well as alternatives to address 
the R61 million shortfall. The proposed structure provides two options 
with no preferred option chosen by Denel; 

 

g. There was a request to furnish studies relating to the choice of partner. 
No studies undertaken by SOC which indicates the partner is viable; and 

 

h. The reason that proposed partner not included in 2015/16 Corporate 
Plan is vague. The change in board does not interrupt trajectory of the 
business. In the formal submission, Denel indicated engagements 
started in February 2015. 

 

I request that Denel addresses these issues comprehensively so as to allow 
myself and the Department to make a fully informed decision on this application. 
 
 
Yours sincerely 
 
 
 
 
 
MS LYNNE BROWN, MP 
MINISTER OF PUBLIC ENTERPRISES  
DATE: 
 
 
cc.: Mr Zwelakhe Ntshepe, Acting Group Chief Executive Officer 

Tel: (012) 671-2938    Email:  ZwelakheN@denel.co.za / CharleneT@denel.co.za 
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