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BRAKFONTEIN COLLIERY

Introduction

1936. On 10 March 2015, Eskom concluded a Coal Supply Agreement with Tegeta for the
supply of a total quantity of 13 950 000 tons of a blend of seam 4 lower and seam 4
XSSHU FRDO [IURP 7HJH Vwefy (Brakidnthin ROQINEr) L The &agreed
contract price was R3.7 billion for the contract duration of ten years, commencing on 01

April 2015 to 30 September 2025.

1937. The manner in which Eskom awarded the Brakfontein Coal Supply Agreement to

Tegeta must be considered in this section of the Report.

1938. Evidence obtained by the Commission in relation to this matter, include:

1938.1. affidavit and oral evidence of Mr Daniel Mashigo;
1938.2. affidavit and oral evidence of Mr Johann Andries;
1938.3. oral evidence of Mr Gert Opperman;

1938.4. affidavit of the late Dr Mark van der Riet;

1938.5. affidavit of Dr Ayanda Nteta;

1938.6. affidavit of Mr Matshela Koko;

1938.7. affidavit of Ms Kiren Maharaj;

1938.8. affidavit of Ms Eshari Singh;
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1938.9. affidavit of Mr Kwenzokuhle Magwaza,;
1938.10. affidavit of Mr Happing Masuku; and
1938.11. affidavit of Mr Sello Sethowa.

Early attempts to get coal supply contracts for Gupta mining companies

1939. 3% UDNIRQWHLQ LV WKH VKRUWKDQG QDPH IRU D FRDO PLQF
time relevant to the facts in this matter, the mine was owned by Tegeta, a Gupta-owned
entity, whose directors were, amongst others, Ms Ragavan, Mr Ravindra Nath (Mr Nath)

and Mr Ashu Chawla (Mr Chawla).

1940. From around 2011, Tegeta (and its predecessors i.e., Idwala Coal Crypts (Pty) Ltd)
approached Eskom many times to get coal supply contracts; first from their Vierfontein
Colliery (Vierfontein) and later from their Brakfontein Colliery. According to Mr Johann
Bester, the then General Manager for Fuel Sourcing within the Primary Energy Division
(PED) at Eskom, Vierfontein was considered an unsuitable supplier due to certain
environmental compliance issues but the coal procurement team at Eskom were wary
of how they dealt with Tegeta. This was because they were aware that it was linked to
WKH *XSWDV DQG WKHUH ZDV SUHVVXU&a&y havR céir@ rond H ZL WK \
DERYH’ $ OHIJDO RSLQLRQ zZDV VRXJKW WR YD@WIthGDWH WK
Vierfontein, but the team were also required to go to the private residence of the former
Eskom Group CEO, Mr Brian Dames (Mr Dames), to explain why they did not want to

pursue the contract, and to reassure they had done things correctly.%°?

1941. Approaches were also made to Eskom to contract for coal from the Brakfontein mine,

initially around 2012, but not using the name Tegeta, but through entities using the

1552 Transcript 11 March 2019, p 108-109.
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naPHV 3*ROGULGJH"™ 3$UFWRV™® DQG 3,GZDOD &U\SWwas”~ ZKLFK
31 U R Q WP IBi@kfontein, however, did not comply with water licence requirements,
resulting in Eskom not being able to continue negotiations with them. However, on 22

December 2014 a water use licence was signed off for Brakfontein.

Internal Pressure on Eskom Officials

1942. In March 2014, Mr Johann Bester was required to urgently call the entire PED team
together to meet the then Eskom Board Chairman, Mr Tsotsi, despite parts of his team
being located across Mpumalanga which meant that they would struggle to get there
that day. Mr Tsotsi apparently berated the team for 20 minutes and then walked off
stage. He complained of two specific aspects: (1) they were frustrating black-owned
transporters and putting Eskom at risk, and (2) they were frustrating emerging miners.

He apparently gave no further details and gave no opportunity for a reply.1%*

1943. Mr Johann Bester testified that, as they exited the meeting afterwards, the then Head
ofPULPDU\ (QHUJ\ OV .LUHQ ODKDUDM 30V ODKDUDM’ LQIRUPF
of toxicity amongst the Executive team at that stage and that they had to be very careful.

Mr Johann Bester mentioned that Ms Maharaj was very principled and would not soften
her demands for coal transport cost savings, and this was making her a lot of
enemies.'®® She would later be essentially pushed out of Eskom, with none other than
Mr Koko as the driving force behind that conduct. In her affidavit to the Commission,
dated 22 September 2021, Ms Maharaj had this to say regarding her departure from

Eskom:

3, ZDV HPSOR\HG DW (VNRP +ROGLQJV 62& /WG KHUHLQDIWHU

October 1996 until 31 March 2015. On 21 July 2014, | was wrongfully and unfairly

1553 Transcript 11 March 2019, p 111.
1554 Exhibit U4, p10.
1555 Transcript 11 March 2019, pp 115/10 to p116/20.
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1945.

1946.

(VN

1947.
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suspendeG E\ OU ODWVKHOD .RNR 30U .RNR™ DQG P\ VXVSHQVLRC

dispute referred to the CCMA. After mutual agreement between Eskom and myself, |

RIILFLDOO\ UHVLJQHG R® ODUEFK

Mr Johann Bester stated that he was later on that day told by Ms Daniels that Mr Tsotsi
was unhappy with the progress on the Coal Supply Agreement for Tegeta/Brakfontein
and on the cost savings that Ms Maharaj wanted to secure on coal road truck

transporting.’®*” Mr Johann Bester described that he and his colleagues were

S JREVPDFNHG DV WR WKH FRPSOHWH ODFN RI UHVSHFW

abnormal for a chair to address staff directly, without even having gone through the

chief executive and without that person there.%®

Mr Koko testified that Ms Daniels also came to him and said that the contract that Mr

Tsotsi told staff they were delaying was the Tegeta-Brakfontein contract.1%®

Mr Johann Bester recalled that, when Mr Vusi Mboweni took over as Acting Head of
Primary Energy, he began trying to interfere with how technical teams were making
progress on coal sampling and site visits that were needed in order to conclude coal
contracts with Brakfontein. Mr Johann Bester had counselled him that the teams should
be allowed to do their job and was concerned about the impact of applying such

pressure on them. €0

RPYV 3ULPDU\ (QHUJ\ 'LYLVLRQ

&ULWLFDO UHVSRQVLELOLWLHV RI (VNRPTV 3(' LQFOXGH

under the Coal Operations division (Coal Operations). Within Coal Operations there is

1% 0V .LUHQ ODKDUDMTYV DIILGDYLW

1557 Exhibit U4, p10.

1558 Exhibit U4, p11. Note that March201 ZDV & (2 % ULDQ 'D P H V#ethapy¥ Wis BrfbQdned Mr Tsotsi
to feel he could command the staff this way.

1559 Transcript 2 December 2020, p 266.

1560 Transcript 11 March 2019, pp 118-119.
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a division known as Fuel Sourcing, which is responsible for coal procurement. Once
coal has been procured and the contracts signed, the said contracts are handed over

to Coal Operations for management.

1948. Coal Operations is responsible for managing coal contracts. By way of example, Coal
Operations ensures that the coal procured and delivered at the relevant power stations
meets the specifications for the said power stations as per the coal contracts signed
between Eskom and the service providers. Below is an organogram of Eskom’s PED
as at the time of the conclusion of the Coal Supply Agreement between Tegeta and

Eskom:

PRIMARY ENERGY DIVISION

SENIOR GENERAL MANAGER

Mr Vusi Mboweni

LIQUID,
HGAER FRIRGBCE YN COME OPERATIONS | FUELS
SOURCING
Nadda Senior Mr Johan _ AND
Govender Manager Bester Mr Dan Mashigo | NATURAL
ENERGY
COAL Later taken
SOURCING COAL to
Dr Ayanda OPERATIONS commodity
Nteta sourcing
LABORATORIES
GEOLOGISTS
LAB
TECHNICIANS

1949. PED was then a division of Group Technology and Commercial, headed by Mr Koko

from 2014.

1950. In 2011, Ms Maharaj was appointed the Divisional Executive of PED. Following her
suspension in July 2014, Mr Mboweni, then Senior General Manager: PED, was
requested by Mr Koko to act in her position. Mr Mboweni was telephoned by Mr Matjila,

then acting Group CEO, with the same request for Mr Mboweni to assume the role of
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Acting Divisional Executive: PED, which Mr Mboweni accepted, effective 07 August

2014.1%61

1951. Mr Johann Bester, in his position as General Manager: Fuel Sourcing, reported to Mr

Mboweni, whilst Dr Nteta, Senior Manager: Fuel Sourcing, reported to Mr Johann

Bester. The entire PED reported to Mr Koko, as Group Executive: Technology and

Commercial. In his affidavit, Mr Johann Bester explained that in his capacity as General

Manager: Fuel Sourcing, he was responsible for the commercial negotiations for the

contracting of coal supply to Eskom.562

7THIHWDYV RIIHU DQG QHJRWLDWLRQV ZLWK (VNRP LQ

1952. After failed attempts in 2012, Tegeta returned in 2014, once again, with an unsolicited

RITHU WR VXSSO\ FRDO WR (VNRP 9DULRXV PHHWLQJV HQVXI

UHSUHVHQWDWLYHV RI 7THIHWD LQ WKH QDPH RI *ROGULGJH

had advised that Goldridge was the owner of the Brakfontein mine through Tegeta.

Tegeta later explained that Goldridge was not the owner of the mine, but a contractor

at Brakfontein who had access to coal.'%%3

1953. About six meetings were convened prior to the conclusion of the Coal Supply

Agreement on 10 March 2015. The meetings were held on the following dates:

1953.1. 09 May 2014,
1953.2. 10 July 2014;
1953.3. 23 September 2014;

1561 ([KLELW 8 ILOH 3DUW
1562 Exhibit U4, file 3, id p5.
1563 Exhibit U4 Treasury Report, p2

oOU %HVWHUSYV DIILGDYLW S
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1953.4. 23 January 2015;
1953.5. 30 January 2015; and
1953.6. 10 March 2015.

1954. The meetings that took place in 2014 were all chaired by Dr Ayanda Nteta on behalf of
Eskom. She was accompanied by various Eskom officials at each meeting.
Goldridge/Tegeta was represented by Mr Nath and Mr Satish Mudaliar (Mr Mudaliar).
7TKHVH PHHWLQJV IRFXVHG SULQFLSDOO\ RQ WKH HYDOXDW
documents relating to its unsolicited offer to Eskom, WR GHWHUPLQH ZKDW 7HJHYV
VHUYLFH HQWDLOHG DQG ZKHWKHU LW ZDV LQ OLQH ZLWK (V
coal quality and quantity. The negotiations of 2014 led to a formal offer letter from

Tegeta, submitted to Dr Nteta, on 23 September 2014.

1955. In 2015 the negotiations with Tegeta were led by Mr Johann Bester and culminated in

the conclusion of the Brakfontein Coal Supply Agreement on 10 March 2015.

1956. The meetings and negotiations of 2014, including the formal offer made by Tegeta in
September 2014 (which is more fully considered below), all took place in circumstances
where the Eskom officials were failing to comply with Eskom policies and, on the other
hand, Tegeta was not in possession of a water use licence and was not compliant with
environment-related legislative requirements and its mining activities had been

suspended.

Procedural Flaws

1957. The procurement of the coal supply from Brakfontein Colliery was secured by means of
an unsolicited offer and was thus received outside of a competitive tender process. This

process, although permissible in terms of the Eskom Procurement and Supply
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Management Procedure: 32-1034 (the Procurement Procedure),'*%* had to comply with
clause 3.4.5.8 of the Procurement Procedure which required unsolicited offers to be
referred to the SDL Department for supplier pre-qualification and registration. Only
once evaluated and pre-qualified after application, the supplier could be given a vendor
number confirming registration on the Eskom supplier database and could be

considered for any future tenders/enquiries.

1958. Further, the Procurement Procedure enjoined Eskom employees approached with an
unsolicited offer to immediately refer the supplier to the SDL Department within the
Group Commercial Division to engage in this registration process without further

representation, engagement or commitment.°6°

1959. These Eskom policy requirements were not complied with. Dr Nteta and her team failed
WR UHIHU 7HIJHWDYV XQVROLFLWHG RIIHU WRuafigators'/ 'HS DU\
and supplier registration, without making any further representation, engagement or
commitment to Tegeta. Instead, Dr Nteta and her team did the exact opposite. They
FRQWLQXHG WR HQJDJH ZLWK 7HJHWD DQG XOWLPDWHO\

unsolicited offer without ever referring it for pre-qualification and registration.56¢

1960. Eskom officials have asserted that the Tegeta offer was negotiated and accepted
pursuant to a mandate to negotiate and conclude contracts on a medium-term basis for
the supply and delivery of coal to various Eskom power stations for the period October
2008 to March 2018, dated 11 September 2008 (2008 Medium Term Mandate), as well
as the Board Tender Committee decision on 03 December 2010 to extend and expand

that mandate to contract for the life of the mine, extend current contracts and confer

1564 Dated 19 May 2014, EB15 p594 & p664.
1565 |d, cf: PWC Report, p983.
1566 |d p988 para 5.17.
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powers on the Divisional Executive, PED, with powers to sub-delegate, to execute the

Board Tender Committee decision (2010 Medium Term Mandate Extension).

In terms of the above position, Eskom introd XFHG D pPWGBUPPPDQGDWHTY LQ \
allowed coal to be procured up until 2018 on a one-to-one basis, as opposed to an open
tender process. The term was later extended (in 2010) to apply to the remaining life of
the mine, in certain cases. The Board Tender Committee essentially gave upfront
approval to this after there were coal shortages in 2008 which contributed to load-
shedding, which apparently led to blanket emergency procurement provisions being

instituted. 567

The Mid-Term Coal Supply Strategy and the 2010 Medium Term Mandate Extension
specified Contracting Principles and Standards for the negotiating teams and coal

supply agreements and standards for the process and contracts in the areas of, inter

alia, legislative compliance, coal quantities, coal qualities, price and contract price
adjustments. In terms of these principles, Eskom was precluded from contracting with
suppliers who did not operate legally. Suppliers were required to give warranties that

they have sufficient coal reserves to meet FRQWUDFWXDO TXDQWLWLHYV
stockpiles needed to be pre-certified and its coal comply with the coal quality
UHTXLUHPHQWY VSHFLILF WR WKH SRZHU VWDWLRQ 6XSSOL
Quality Management Procedure (CQMP) and Eskom had the right to monitor and audit
compliance with the CQMP on a monthly basis. An Eskom-appointed independent

laboratory would do an analysis of the contractual samples.t>%®

'XULQJ WKH QHIJRWLDWLRQV WKH (VNRP RIILFLDOV UDLVHG F
activities taking place in close proximity to a stream that was a sensitive environmental

area, and that a wall that had been constructed upstream to prevent water had

1567 Transcript 11 March 2019, pp 98-90; Transcript 26 February 2019, pp 82-83.
1568 pWC Report, Exhibit U4, file 3, p986.
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collapsed leading to flooding of the mine works. Eskom officials requested Tegeta to
provide an authorization from the relevant authorities allowing mining to take place

through a wetland and diversion of a stream.

1964. Tegeta acknowledged that mining was taking place very close to a stream and that it
had been fined for contravening environmental regulations. However, Tegeta
subsequently sought to change this position by explaining that the mine referred to was

Vierfontein and not Brakfontien.156°

1965. 8QWLO 'HFHPEHU (VNRP zZzDV HQJDJLQJ ZLWK 7HIJHWD R
subsequent written offer in September 2014, when Tegeta did not have a Water Use
Licence and could therefore not conduct mining activities. Even after having been
issued with the Water Use Licence, it was determined by the Department of Water and

Sanitation that Tegeta had failed to comply with certain conditions of the licence.'*"®

1966. When asked by Eskom to provide a recently mined sample for quality testing, Tegeta
officials explained that the mining was suspended apparently in order to sell the existing
stockpile before recommencing any mining. This request was made at the meeting of
10 July 2014,*"* when Tegeta could clearly not meet that request, as it was precluded
from mining due to lack of a Water Use Licence. Its explanation for the suspension of

mining was therefore questionable.

1967. 7KH VL]H RI 7HIJHWD TV VWRFN SI00tbl 7Z @OV tdhs/ WhrdRighddtiie D W
QHIJRWLDWLRQV (VNRP RIILFLDOV H[SUHVVHG FRQFHUQ ZLW
required the supply of a total quantity of 65 000 tons of a blend of Seam 4 Lower (S4L)

DQG 6HDP 8SSHU 6 8 FRDO IRU LWV ODMXED 3RZHU 6WDW

1569 National Treasury Report, Exhibit U4, file 3, p1094/4.7
1570 |d p1097/5.10.
1571 |d p1094/4.11 to 4.12.
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UHVXOWYV RI 7THIHWDYV FRDO VDPSOHV VKRZHG WKDW ERWK
S4U and S4L) did not meet specifications.?®”? Only S4L was compliant, but for other
Eskom Power Stations and only marginally for the Majuba Power Station. However, if
only S4L could be used, the resource estimate was insufficient to sustain the quantity

required for the Majuba Power Station over the life of the contract.

1968. Despite the above issues, Eskom officials negotiated a price with Tegeta for both S4L
DQG WKH EOHQGHG SURGXFW HYHQ WKRXJK WKH EOHQGHG S

Majuba Power Station.

1969. Tegeta had initially requested R17 per Gigajoule (GJ) for S4L and R15/GJ for the
blended product, which Mr Johann Bester regarded as too high when compared to other
FRDO VXSSOLHUV IRU VLPLODU VSHFLILFDWLRQ FRDO 7HJHW
five-year contract, supplying 65 000 tons per month from Brakfontein. This revised offer
was made at the meeting of 30 January 2015 to which Eskom agreed, with a proposed
start date of 01 April 2015, but subject to a successful combustion test.’*”® Tegeta

never passed the test.

1970. The final conclusion of the agreement was on 10 March 2015, on completely different

terms regarding contract price, contract duration and coal quantity.

7THIHWDYV )LUVW :ULWWHQ 2II1HU WR (VNRP

1971. On 23 September 2014 Tegeta submitted what it called a commercial offer to Eskom,
by email from Mr Mudaliar to Dr Nteta (also referred to by her previous surname
31WVKDQJD’ RQ WK ORZHU VHDP 6/ FRDO IURP WKH %UDN

a monthly minimum of 40,000 tonnes to a maximum of 70,000 tonnes. This offer was

1572 Fundudzi Report, Exhibit U4, file 3, p1168/6.11.50
1573 |d p1096.
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made subsequent to the meeting held on the same day, 23 September 2014, and was

in a letter signed by Mr Nath. In its relevant form, the letter reads:

3.LQGO\ UHIHU WR WKH PHHWLQJ ZH KDG ZLWK \RX LQ WKH FD:

please find below the details of our commercial offer for the supply of coal to ESKOM:

Seam Offered: 4th Lower Seam;

Quantity Offered (In Mt):

Minimum %4000 Mt;

Maximum 7000 Mt

4XDOLW\ «

5DWH 2IIHUHG SHU OM 5

1972. During October 2014 this offerwas IROORZHG E\ 7THIJIHWDYfV ODVW GLWFK D\
coal samples, which it alleged was freshly mined, tested and accepted by Eskom. The

alleged new samples still failed the chemical analysis test.1>"4

1973. On 06 November 2014 Mr Nath sent an email to Dr Nteta in which he inquired if Eskom
had finalised reviewing the master Coal Supply Agreement it could provide a copy to
Tegeta for perusal. Dr Nteta replied the next day, on 07 November 2014, providing
Tegeta with a template of a Coal Supply Agreement for its input, and explaining that the
provision of the template didnot LQ DQ\ ZzD\ FUHDWH DQ REOLJDWLRQ RQ
purchase the coal from Tegeta, either then or in the future. Dr Nteta maintained this
position before the Commission and explained that she provided the template to Tegeta
SVR WKDW WKH\ FRXKOHP MHOYXCHWY ULWHK LW DV QHZ VXSSOLHUV

Ms Daniels said that it was irregular for Eskom to provide an editable version of the

1574 Fundudzi Report, supra p1164 & p1167/6.11.45.
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template to a supplier for input. Ms Daniels said that a Coal Supply Agreement could

be shared only after it had been finalised and in a PDF format.5"®

1974. Mr Johann Bester explained that the Brakfontein contract was a relatively small contract
and was considered a Medium-Term contract of 10 years or less. He said that ordinarily,
the managers themselves would be able to conclude negotiations for such a contract
but in this case the negotiations apparently proved difficult or were protracted. This
apparently moved Mr Mboweni to instruct Mr Johann Bester to intervene and conclude
the negotiations with Tegeta by the end of the week ending 30 January 2015, the

previous negotiations meeting having taken place on 23 January 2015.1°76

1975. A meeting was arranged by Dr Nteta for Friday, 30 January 2015, for Mr Johann Bester
to meet with Mr Nath. The meeting was convened at Eskom, in a boardroom in the
Executive Suite that, Mr Johann Bester explains, was almost directly opposite Mr
.RNRYV RIILFH DQG RQH RU WZR GRRUM Joddr®BedterG&EHR ZHQL TV
that he found it unusual for PED to meet suppliers in the Executive Suite when there
ZDV QR (VNRP H[HFXWLYH LQYROYHG 7KLV VXJJHVWHG WR

JHWWLQJ VSHFLDO WUHDWPHQW’ DG WKDW 3WKH VWDNHV Z

1976. Mr Mboweni had told Mr Johann Bester not to agree to a price higher than R15 a GJ;
and in the actual meeting Mr Johann Bester offered the Tegeta representatives R12.50
D *- ,Q UHVSRQVH WR 0U -RKDQQ %HVWHUfVY RIIHU O0U 1L
WKHPVHOYHY IURP WKH PHHWLQJ WR PDNH D FDOO WR 7HJH!
mandate to adjust their initial coal price of R17.00 p/GJ. Mr Johann Bester went back

to his office.

1575 |, p1166/6.11.31
1576 0 U 9% H V Withlit] SUpEalp12/26.
157714, p12/27.
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Before the meeting could reconvene, Mr Johann Bester learned from Dr Nteta that there
KDG EHHQ 3D ORW RI VKRXWLQJ" DW WKH ([HFXWLYH 6X
PDQDJHPHQW DRS&SOWKDHNW FISHHU\ XSVHW™ $W UHVXPSWLRQ R
made a counter-offer of R13.50 per GJ, which Mr Johann Bester accepted, for a five-
year contract to commence on 01 April 2015, at R13.50 p/GJ for 65 000 tons of coal
per month, a blended product, from Brakfontein Colliery, subject to certain conditions.
The conditions included BEE compliance, compliance with technical coal requirements
and a combustion test, compliance with all Eskom policy and procedures (including
Vendor registration) and Eskom having a right of first refusal to additional coal from
7THIHWDYVY DGMDFHQW SURSHUW\ FDOOHG %UDNIRQWHLQ ([V
developed.’®® $00 WKLV ZDV FRQILUPHG LQ 0OU -RKDQQ %HVWHU T\

February 2015.157°

As already stated, Eskom accepted the offer for a blended product, despite the chemical
test results showing that the product was not compliant and not suitable for the Majuba

Power Station.

3ULRU WR (VNRPYV RIIHU RQ JHEU XD U\ OU tRKDQQ %
7THIHWDYV RIIHU RI 6HSWHPEHU E\ OHWWHU GDWHG -
Nath. In that letter Mr Johann Bester essentially made a counter-offer to Tegeta and
advised that the negotiations were subject to, inter alia, a duly signed Coal Supply
$JUHHPHQW DQG FRPSOLDQFH ZLWK (VNRPTV FRPEXVWLRQ \

the Majuba Power Station.

1578 Transcript 11 March 2019, pp 120- %HVWHUYV DIILGDYLW VXSUD S DQQH[XUH 3-$%
1579 ([KLELW 8 $QQH[XUH 3-3% = ~ S
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THIHWDYV ,QFUHDVHG 2I1IHU

1980. Mr Nath responded by letter dated 03 February 2015, in which Tegeta offered to supply
Eskom with higher volumes of coal, viz. 100 000 tonnes per month, effective from
01 October 2015, on the basis that the Brakfontein Extension would be operational by
then. The letter also requested a ten-year contract, as opposed to five years, and
OHQLHQF\ WR PHHW (V N kpRI&MitiBrooDERN pRiZdpéisdarein a phased

manner over a period of three years.

1981. It was to this offer that Mr Johann Bester responded by letter dated 12 February 2015
DERYH DPHQGLQJ WKH (VNRPTV RIIHU RI -DQXDU\ E X\
duration of 5 years and coal quantity of 65 000 tons p/m, subject to the conditions

already referred to. However, his stance was to be short lived.

1982. (PDLO H[FKDQJHV EHWZHHQ OU 1DWK DQG OU 5DMHVK 37RQ\’
QRW KDSS\ ZLWK (V MRdUsvg YoWeonnik Ho & 10-year contract and
responded by email dated 13 February 2015, addressed to Dr Nteta. In the said email,
Mr Nath made certain statements and proposals to have the offer amended. He
explained that Tegeta required a ten (10) year contract in order to satisfy its funders, as
THIHWDYV ORDQ SHULRG zZDV JRLQJ WR EH IRU PRUH WKDQ V
the initial five years of Coal Supply Agreement supply 65 000 tons from Brakfontein
Colliery and in the remaining five years, supply coal from Brakfontein Extension Colliery.
+H SURSRVHG LQWHU DOLD WKH IROORZLQJ FKDQJHV WR

February 2015, which were all later accepted by Eskom:

1982.1. Changing the Coal Supply Agreement term from 5 years to 10 years (clause

10.4 of the Coal Supply Agreement);
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1982.2. Supplying coal from both the Brakfontein Colliery and Brakfontein Extension

Colliery (clause 2.1.37 of the Coal Supply Agreement);

1982.3. Keeping the coal quantity at 65 000 tons p/m from April 2015 to September
2015, but increasing it to 100 000 tons p/m from October 2015 to September
2020, when the Brakfontein Extension became operational. Eskom increased
the quantity to 113 000 tons p/m (clause 10.4 of the Coal Supply Agreement);

and

1982.4. Deleting one of the conditions in Mr Johann % HVWHU{V OHWWHU UHTXLUL(
ZLWK (VNRPYV WHFKQLFDO UHTXLUHPHQWYVY DQG FRQ
Extension could produce saleable tons prior to the contract being extended to

10 years (under clause 14 of the Coal Supply Agreement).

1983. Mr Johann Bester relented and agreed to all the changes proposed by Tegeta and, in
fact, offered more. In an email dated 09 March 2015 at 19h08, the night before the Coal

Supply Agreement was signed, Dr Nteta wrote to Mr Nath:

3*RRGGD\ SOHDVH IL Qcnbadt.\WB FakveHt@ed@olhEcbivmodate your

comments where possible.

As indicated, our legal advisor is to review the changes that we discussed during
our operational meeting this afternoon. Please note that we have increased your
monthly tonnage to 11300 WRQV ZLWK D YDULDQFH RQ WKH PD[ DQG

1984. On 10 March 2015, Mr Mboweni signed the Coal Supply Agreement on behalf of Eskom

and Mr Nath signed it on behalf of Tegeta.

1985. In his affidavit to the Commission, Mr Johann Bester stated:

3, DOzZD\V N Q Hwdd kenast I tkedTdégeta/Brakfontien contract from higher
up, even since 2012, but significant pressure and focus came from the start of 2015,

Brakfontein by then had its water use licence and we had run out of legal excuses
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to keep batting them away. From the beginning of 2015 we had to provide Mr
Matshela Koko with weekly progress reports. | also suspected that Mr Koko was
engaging Ms Ayanda Nteta directly, although she reported to me. He never directly
put pressure on me, but he did on her. Mr Vusi Mboweni at one stage instructed me
to finish off the commercial pricing negotiations before the end of the week and a
number of weeks later told me to get the agreements ready to sign within 48 hours
RU KH ZRXOG ILQG VRPH¥QH HOVH WR GR LW ’

1986. He further stated:

3, VvDZ 0U OERZHQLYVY WKUHDW Rl ILQGLQJ VRPHRQH HOVH
someone into my role that would just do as they were told. | reasoned that if | allowed
Mr Mboweni to replace me, it would allow him and his handlers to dictate terms and
would have put the next layer of employees below me under the same threat. So |
figured | would try and get the best outcome under the circumstances, get the
FRQWUDFW DJUHHG EXW ZLWK DOO WKH FRQGIWLRQV WKDW

1987. 7TKH 3FRQGLW ER1Q ¥ in Kkt dddHcondition precedent or suspensive condition
in clause 10.2 of the Coal Supply Agreement in terms of which Eskom and Tegeta had
agreed that the Coal Supply Agreement was subject to the fulfilment or waiver of such
FRQGLWLRQ Vdt&rDhah 3IENO0QR 31 March 2015, the Supplier [Tegeta] had
completed and reported a successful combustion test for coal supply to Majuba Power
6WDWLRQ" I WKH FRQGLWLRQ ZDV QRW IXOILOOHG RU ZDl
provided that the remaLQLQJ SURYLVLRQV RI WKH &RDO 6XSSO\ $JU

EHFRPH HIIM+WLYH"’

1988. OU -RKDQQ % HVWHU WHVWLILHG WKDW (VNRPTV FRDO VXSSO\

and that normally he would not expect a new counterparty to sign within three months

1580 0U %HVWHUTV DIILGipralatpl3(3KLELW 8
1581 |4 p13/31.
1582 CSA, Exhibit U4, p648-649/10.
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because they are not experienced with the contracts.'®®® Mr Johann Bester believed

thatMr OERZHQLYV SUHVVXUH ZDV FRPLQJ 3IURP DERYH’

1989. The Coal Supply Agreement was thus concluded despite the following:

1989.1. No financial assessment had yet been done on Tegeta when the contract was
signed on 10 March 2015. In fact, a financial assessment was compiled by
.30* MXVW D PRQWK ODWHU LQ $SULO ZKLFK VWD
relatively sound enough financially to be awarded a contract of R4.3 billion for
the supply of coal to Majuba PRZHU 6WDWLRQ RYHU D SHULRG R
Mr Mashigo, former Acting Head of Primary Energy at Eskom, confirmed that
the assessment should have been done beforehand, and had that been done,
WKH FRQWUDFW ZRXOG 3GHILQ ld\Wvtd. B 11Qsmtabl&tbat H EHH Q |
Tegeta did indeed stop supplying coal to Eskom in February 2018, as it was

placed under business rescue, only three years into the 10-year contract;'°

1989.2. In addition, the mining right for Brakfontein (not the extension) was due to
expire in October 2020, well before the expiry date of the 10-year contract, i.e.

31 March 2025;

1989.3. The mining right for the Brakfontein Extension Colliery was valid from March
2014 to March 2024, but was not yet being mined at that time nor was the coal
tested to establish what kind of coal quality Eskom would receive and whether

LW ZzDV VXLWDEOH IRU (VNRPTVY ODMXED 3RZHU 6WDWLR

1583 Transcript 11 March 2019, p 149 line 1-15.
1584 Transcript 11 March 2019, p 150 line 10.
1585 Transcript 26 February 2019, pp 111-118.
1586 Transcript 26 February 2019, p .121.
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1989.4. The Brakfontein coal had previously been subjected to technical tests and failed
these initial tests, save for the S4L coal, which was found to be suitable for use

only at certain power stations.

1990. Mr Johann Bester observed that the date when the Coal Supply Agreement was signed,
10 March 2015, was the day before four Eskom senior executives were suspended, on
11 March 2015.1%8” He believed that the reason the concluding of the Coal Supply
Agreement under so much pressure was that it needed to be done before the executives
could be suspended, specifically Mr Koko, who needed to keep the pressure on PED

to get the contract throughand WKDW 0OU .RNRYfV VXVSHQVLRQ ZDV MXVW

1991. Mr Koko responded to this in his evidence before the Commission by saying that the
FRQWUDFW ZDV LQ IDFW 30U 7VRW Vredtdg teRndéling inOMarchrRNR DO VF
2014 when Mr Tsotsi berated Eskom staff over shortcomings in securing contracts for
FRDO VXSSOLHUV DQG ZKLFK KH ZzDV VXEVHTXHQWO\ WROG Z

GHVLUH IRU WKH *XSWDYV 7HJHWD WR JHW¥ %UDNIRQWHLQ

Brakfontein Coal Still Fails the Test

1992. As already stated, the Coal Supply Agreement was subject to a condition precedent
that Tegeta conducts a successful combustion test by 4pm on 31 March 2015.
However, this was not done, and it appears that no-one at Eskom checked this,
including Mr Johann Bester who stated in his affidavit that he and Eskom Legal had
incorporated conditions into the Coal Supply Agreement in order to protect Eskom.%8°
His resignation from Eskom was only later, on 20 July 2015, the day when Mr Koko

returned from suspension.

1587 Namely, Mr Tshediso Matona, Ms Tsholofelo Molefe, Mr Dan Marokane and Mr Matshela Koko.
1588 Transcript 2 December 2020, p 266.
1589 Transcript 11 March 2019, p 156/20; Transcript 11 March 2019, p 19-21.
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Clause 10.2.1 of the Coal Supply Agreement specifically required Tegeta to have
completed and reported a successful combustion test by not later than 31 March 2015,
failing which the remaining provisions of the Coal Supply Agreement would never
become effective. The net result is that, in the absence of compliance by Tegeta (or
waiver by Eskom, for which there is no evidence that Eskom did exercise), the Coal

Supply Agreement never came into effect.

Mr Gert Opperman explained during his evidence that the usual approach was for a
combustion test to be done before signing a Coal Supply Agreement to check that the
coal was of a suitable quality for the power station intended to be contracted for. It is
unusual, he said, to put a condition precedent in a contract that by a certain date and
time such a test needs to have been done. The test had to be done prior to signing of
a Coal Supply Agreement in order to determine the suitability of the coal prior to the
conclusion of the agreement.’>* All the due diligence that needed to be done in order
to sign a new contract with a mine are the responsibility of the Fuel Sourcing team in
PED. Only once the contract is signed and ready for implementation, does it get handed

over to the contract management team.**%

(VNRPTV IDL O X ddther& IEEoD RIS falled to enforce a clause marked 22.10
(immediately under clause 23) of the Coal Supply Agreement. This clause required
drainage tests to be conducted by not later than 30 days after the first Delivery of
Contract Coal.'®®2 This was important to determine the Equilibrium Moisture content of
coal and the stockpile drainage period required for coal to attain such Equilibrium
Moisture. The first delivery of coal from Brakfontein was on 07 April 2015. The minutes
of the monthly technical liaison meeting dated 13 May 2015 show that a date for

drainage tests still needed to be scheduled. This meant that Eskom and Tegeta had

1590 Transcript 11 March 2019, p 18 line 15 +p19.
1591 Transcript 11 March 2019, p 28-29.
1592 CSA, Exhibit U4 supra p664.
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failed to conduct drainage tests within 30 days after first delivery of coal.'®®*Mr Mashigo

confirmed in his affidavit that the test was abandoned after inconclusive results.'5%

It is worth noting that the error in the numbering of clause 22.10 is not the only one in
the CSA. There are also two separate and unrelated clauses that are both marked
number 10. This may give credencH WR 0U -RKDQQ %HVWHUTV HYLGHQF

Supply Agreement was drafted in great haste.

Eskom failed to enforce clause 22.2 of the Coal Supply Agreement which required the
Supplier to have acceptable auto-mechanical sampling equipment for the purposes of
sampling and analysing coal to determine its quality.**® The auto-mechanical sampling
equipment was not available for a period of more than 12 months from 01 April 2015.
The minutes of the monthly technical liaison meeting dated 10 February 2016 confirm
this non-compliance.®% In terms of clause 21.5.3, no manual sampling of stockpiles

was allowed. Auto-sampling was required.

Eskom failed to strictly enforce clause 14 of the Coal Supply Agreement which required
WKDW WKH 3&RQWUDFW & Rlidth BvalRorEeih and Br&k@ntelrGCallierR P
(I WHQVLRQ PXVW DW DOO WLPHV FRPSO\ ZLWK (VNRPTV
DIJUHHPHOQWKH FODXVH SURYLGHG IXUWKHU WKDW 3LI WKHVH
compliance for supply to Majuba Power Station, Eskom reserves the sole and exclusive
ULJKW WR FDOO XSRQ D PDWHULDO EUHDFK DV SURYLGHG IR

of non-compliant coal by Tegeta, Eskom failed to exercise this right.

Eskom continued, after the conclusion of the Coal Supply Agreement, to conduct coal

analysis and combustion tests in respect of the blended coal samples that Tegeta

1593 Fundudzi Report, Exhibit U4 supra p1198-p1199.
1594 Mr Mashigo, Exhibit U4, p137.

1595 CSA, Exhibit U4 supra p663.

159 National Treasury Report, BRAK supra p1111/12.6.
1597 CSA, Exhibit U4 supra p655.
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proposed to supply to Eskom. This was after various coal analysis results, in June 2014
and October 2014, in respect of the same blended coal samples, had indicated that the
blended coal was not suitable for Majuba Power Station.>® Presumably, Eskom wanted
to find justification for concluding the Coal Supply Agreement in respect of the non-

compliant blend product.

2000. Two technical tests were conducted, and the results recorded in two reports, one dated
12 March 2015 and the other April 2015. The March report concluded that sending a
mixed Brakfontein S4U/S4L blend to, inter alia, Majuba Power Station was not
recommended, as there was a high probability that the mix would frequently exceed
Majuba rejection specifications. This was attributed to the poorer quality of S4U, which

the report said exceeded Majuba rejection specifications.*5%°

2001. The April report also recommended that only S4L be sent to Majuba Power Station and
not the S4U.1%%° This report also recorded: 3: KHQ +DUGJURYH LV FRQVLGHUHG L
assessment, based only on the laboratory analysis then the March 2015 sample is not
suitable for all power stations as the required mill throughput to meet full load will not

EH DFKLHYHG’

2002. The above goes to showing that Eskom, acting in patent breach of the Coal Supply
Agreement, allowed Tegeta to make deliveries of blend coal without prior confirmation
WKDW WKH FRDO ZDV FRPSOLDQW ZLWHKe(fuviNarDistioTt¥sb OLW\ VS|
that would have determined the quality of the coal and its suitability to the Majuba Power

Station was not done, as required by clause 10.2 of the Coal Supply Agreement, and

1598 Fundudzi Report, Exhibit U4 supra p1170.
1599 |d p1193/6.14.8.
1600 |d p1196/6.14.23.
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was ultimately removed as a condition precedent of the contract, as will be shown

below.

2003. On 20 April 2015 Mr Gert Opperman took over as the contract manager for the

Brakfontein supply to Majuba Power Station.

Removal of Combustion Test Requirement

2004. Just a little over a month after the Coal Supply Agreement came into effect, Eskom and
Tegeta agreed to amend the coal quality specifications in the Coal Supply Agreement
and effected the amendment by way of a First Addendum to the Coal Supply
Agreement. The agreement was reached in a letter from Mr Johann Bester, dated 11
May 2015, but signed off by him on 12 May 2015.1%* A comparison of this letter with
OU -RKDQQ %HVWHUYV OHWWIYWRYHD)ME WKIDUN D FODXVH UH
combustion tests to be conducted on all proposed coal prior to delivery and acceptance
E\ (VNRP" ZDV RPLWWHG IURP KLV OHWWHU RI 0D\ 7KH

in the original contract using double asterisks and a footnote; but now was excluded.

2005. When asked about this exclusion or omission of the clause, Mr Johann Bester said that
KH FRXOG QRW UHFDOO WKH LQVWDQFH VSHFLILFDOO\ DQG
EHHQ D VSHFLILF LQWHQWLRQ WR UHPRYH WKDW FODXVH" L
the table of quality specifications.®%® Notably, another clause that used a single asterisk
and a footnote had not been removed. This may point to the removal of the clause,
requiring full combustion tests prior to delivery and acceptance of coal by Eskom having

been intentional. This clause was important to protect Eskom.

1601 Exhibit U4 supra p804.
1602 Exhibit U4 supra p98.
1603 Transcript, 11 March 2019 p 159 line 2-20.
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Tegeta seeks an amendment to supply more coal

2006.

2007.

Hardly three months into the contract, Tegeta approached Eskom to start providing
more coal than was originally contracted for. It proposed to supply 200 000 tonnes more
coal p/m from October 2015 to the end of the contract.®** The offer was made by letter
dated 19 June 2015, following a meeting Tegeta and Eskom had on the same day.6%®
,Q WKH OHWWHU 7HJHWD UHTXHVWHG WR EH LQIRUPHG RI (
TXLWH WHOOLQJO\ VWDWHG {W ke Ileduited Leguipivert 208 WR R U (
GHYHORSPHQW LQIUDVWUXFWXUH DFFRUGLQJO\’ 4XLWH F
resources to comply with all of the terms of the Coal Supply Agreement, as evident from

the exposition above.

,Q UHVSRQVH WR 7 H\étd/eDdled @ MrHNdth alétter signed by Mr Johann

Bester on 24 June 2015. That letter stated as its purpose the recording of some of the

material terms that were agreed at the meeting of 19 June 2015.1%% The letter

mentioned that coal would be supplied from Brakfontein Colliery Extension, and the

volume increased to 200 000 tonnes per month from October 2015. Significantly, it also

stated WKDW WKH FRDO 3PXVW FRPSO\ ZLWK WKH UHOHYDQW (
determined once the full combustion test is successfully completed for the proposed
SURGXFW’" 7KH & thgV WHHTUX UBIISPIBD@W XQGHU WKH p&RQWUDFW
FRDO VXSSOLHG 3PXVW FRPSO\ ZLWK (VNRPYfV WHFKQLFDO |
supply requirements, including but not ImitHG WR (VNRPfV IXOO FRPEXVWLRQ
which or if the requirements do not render compliance for supply to Eskom, Eskom shall

outright reject the proposal and no modification of the coal supply agreement shall be

1604 Exhibit U4, p808. Mr Bester, Transcript id p162 line 12-25.
1605 |d p808, letter from Tegeta.
1606 Exhibit U4, p809-811.
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entered into.2%%” Mr Gert Opperman stated he was not involved in this, despite being the

manager of the contract.6%8

2008. $v DOUHDG\ VWDWHG O0OU -RKDQQ %HVWHUTfV OHWWHU ZDV F
24 -XQH DW K OU 1DWK IRUZDUGHG LW WR OU 5DMHVK

day at 10nh07, DORQJ ZLWK D GUDIW OHWWY®*HU QRWHG 3DV GLVFXVV

2009. At 10h20, on 24 June 2015, Mr Nath replied to Ms Nteta by email in which he thanked

KHU IRU OU -RKDQQ % HVWHUTY OHWWHU EXW VWDWHG

3+RZHYHU IURP RXU EDQNHUVY SXUSRVHV ZH IpésHG VLF O
.LQGO\ KHOS LQWWKLV UHJDUG ~

2010. SWWDFKHG WR KLV HPDLO zDV D GUDIW RI 7THIJHWDYfV SUHIHU
to receive from Eskom.®! |t was abnormal for Eskom to receive drafts of its letters
from suppliers.’®> 7THIJHWDYV GUPRNW HOGH\WWWHDVSHFWY RI 0U -RKDQQ
letter above that were meant to protect Eskom, principally that the proposed coal would
be subject to a full combustion test successfully completed, the requirement for
compliance with all policies and procedures, as well as compliance with governance
processes, and that additional volume would only be taken if needed by the relevant
SRZHU VWDWLRQ THIHWDYV GUDIW DOVR UHPRYHG D SURYL

subject to a duly signed modification to the current agreement.!63

2011. On 25 June 2015, Mr Johann Bester signed another letter premised on the new version

RI 7THIJHWD YV DIRY HvIbha@dn BddtBrididimed not to remember this or why

1607 See also Mr Bester, Transcript supra pp168-188.

1608 Transcript 11 March 2019, p 31/10-25.

1609 BRAK supra file4 p809 & p812. Transcript 12 March 2019, p 6.
1610 | p813.

1611 |d p814.

1612 Transcript 12 March 2019, p 11/20.

1613 Transcript 12 March 2019, p 10/20.

1614 BRAK supra file4 p816.
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he signed the letter. He mentioned that letters would normally be drafted for him by Dr
Nteta and that possibly he was trying to deal with things efficiently because he had
many other matters to attend to, but would not have worried as the letter still stipulated
that the terms were subject to an amendment being made to the contract.'5'®* He made

this concession:

36R , SUREDEO\ ZRXOG KDYH VLJQHG LW WR JHW LW RXW W|
business and | may not have applied my mind properly but | still feel comfortable

that it is not a contract and it was an acknowledgement but yes it certainly does

remove some of those protections that | would normally have applied specifically

EHFDXVH ZH ZHUH GHDOLQJ Z¥WK WKHVH VXSSOLHUV”

2012. According to Mr Gert Opperman, it appears that, at the time of both the June letter, and
even still by October 2015, the Brakfontein Colliery Extension was not yet being mined,
nor had it been tested for coal suitability.’5?” He said that, had he been involved, he
claims the suitability of the coal would have been a concern to him, because an
immediately adjacent colliery, Kuyasa, had a high sulphur content. However, when
Kuyasa supplied Majuba, it had the advantage of being able to use a particular rail
service, whereas Brakfontein had to make more use of road delivery of the coal via
trucks, and was more expensive.'®® Mr Mashigo further confirmed that the coal quality

of Brakfontein Colliery Extension was never tested.61®

2013. The Fundudzi Report has made the following findings, especially against Mr Johann

Bester:1620

2013.1. OU -RKDQQ %HVWHUTV FRQG X &N aldwved Tegjetdtd cazU EHF D X\

the terms of the Brakfontein Coal Supply Agreement to their benefit and to

1615 Transcript 12 March 2019, pp 12-22.
1616 |4 p13/10.

1617 Transcript 11 March 2019, p 32.

1618 Transcript 11 March 2019, p 32-36.
1619 Transcript 26 February 2019, p 89.
1620 Transcript 12 March 2019, pp 23-28.
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(VNRPYV GHWULPHQW O0OU -RKDQQ %HVWHU FODLPV WKI

(VNRP EXW ZLWK DOO WKH FRQVWDQW SUHVSXUH 3LW PI

2013.2. Tegeta secured a ten-year coal supply agreement, whilst a five-year contract

ZLWK DQ RSWLRQ IRU DQRWKHU ILYH \HDUV ZRXOG KDY}

2013.3. Tegeta was allowed to proceed with the contract despite a critical condition
precedent the non-satisfaction of which would have resulted in no agreement
coming into effect. Tegeta received the benefit of no one following up on the

condition precedent;

2013.4. Tegeta managed to dictate the terms of a further extension of the agreement in
terms that were favourable to its bankers and less favourable to Eskom. Mr
Johann Bester agreed with the above during his testimony before the

Commission;1622

2013.5. Mr Johann Bester may have received gratification for changing the conditions
of the coal supply agreements, which he denied by explaining that he would not
have moved to resign if that was the case, as he would have been in a good

position,*22 and

2013.6. Mr Johann Bester is accused of breaching Section 34 of the PRECCA by not
reporting the corruption that was evident to have occurred in relation to the
contract. Mr Johann Bester responded that the contract was not in itself
fraudulent or corrupt. He had no intention of doing anything corrupt, and there
were processes in place that should have checked on specific conditions that

needed to be taken into account. Mr Johann Bester claims that if everything

1621 Transcript 12 March 2019, p 24 line 1-7.
1622 |d, p24 line 10 to p25 line 2.
1623 |d p 25 line 3-9.
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had been implemented in accordance with the terms of the contract, there
would be no fraud. He attributes his signing of the letter drafted by Tegeta to
his frustrations of working at Eskom under the new senior executives that had
taken over, of wanting to move on as quickly and effectively as he could from
the Brakfontein contract, and doing so without jeopardising his position

because he felt that otherwise they would quickly replace him.1524

2014. Mr Johann Bester resigned on 20 July 2015, following a conversation with Mr Koko that,
he says had left him uncomfortable. According to Mr Johann Bester, on his first day
back from suspension, Mr Koko was making immediate inquiries about OCM as well as
aQRWKHU SURMHFW FDOOHG 31HZ /DUJR™ 0U -RKDQQ %HVWI
Commission that he felt Mr Koko was asking far too much detail for someone at his
level of seniority, and told Mr Koko he was uncomfortable to continue meeting with him,
and moreover that he would have his resignation by 12h00 that day, which he indeed

tendered by 11h00.1625

Laboratory tests for quality compliance

2015. As clearly apparent from above, Eskom was obligated to procure coal of specific quality
suitable for its Majuba Power Station. Thus, Eskom continued to subject coal from the
Brakfontein mine to constant inspection and sampling to ensure that it complied with
(VNRPTV WHFKQLFDO UHTXLUHPHQWYV $V LW ZDV HQWLWOHC
various service providers to test and transport coal to its various power stations.
Amongst the service providers appointed by Eskom to provide laboratory and coal

transportation services was Sibonisiwe Coal Laboratory Services CC (Sibonisiwe);

1624 Transcript 12 March 2019, pp 28-30.
1625 Mr Bester Affidavit Exhibit U4 file 3, p6/9-11 & p16/36-37.
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SGS Services South Africa (Pty) Ltd (SGS) and South African Bureau of Standards

(SABS).

Between March and April 2015 SGS was the nominated laboratory which was
responsible for the analysis of Brakfontein coal samples. From 24 May 2015 to
30 August 2015, Eskom appointed Sibonisiwe as a nominee laboratory for the analysis
of Brakfontein coal. Sibonisiwe reported on its coal analysis results to Eskom for the
period 23 July 2015 to 25 August 2015 and showed that the coal was non-compliant

with (VNRPYV VSHFE¥fLFDWLRQV

Alleged Dispute by Teget a

2017.'U YDQ GHU 5LHW D &RDO 6SHFLDO 6FLHQWLVW ZRUNLQJ

2018.

and Testing Division (RT&D), was seconded to an acting managerial position in PED to

assist them deal with coal supplies that were under-specification and partly responsible

IRL

forload-VKHGGLQJ DW (VNRPIVSREZEZDWWRRI@@WCGODW (VNRP

according to Mr Mashigo.'%?® Dr van der Riet passed away after he had submitted his
affidavit to the Commission but before the evidence on Brakfontein was presented. Had
he not passed away, he would certainly have given oral evidence before the

Commission.

During his secondment between 1 July 2015 and 31 August 2015, Dr van der Riet was
informed by his Quality Assurance (QA) staff that coal qualities from Brakfontein, which

had been fair up until July 2015, had deteriorated, whilst tonnages delivered had

1626 Fundudzi Report, BRAK supra p1210/6.16.5.18.
1627 Transcript 26 February 2019 p 123 & Van der Riet, exhibit U4 file 4, p.447/6.
1628 Transcript 26 February 2019, p 137.
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increased substantially.'®?° Apparently, 50% of stockpiles had been rejected during this

period.1630

On 25 August 2015 Dr van der Riet was informed by Mr Mboweni that Brakfontein
&ROOLHU\ KDG ODLG D FRPSODLQW WKDW WKH ODERUDWRU\
Sibonisiwe, had requested a bribe;**** LW KDG EHHQ DOOHJHG WKDW 3D FHUYV
employed by an Eskom-nominated laboratory, had demanded a bribe from

% U D N | R@eyréséntafives in order to change their coal analysis results.

$SSDUHQWO\ WKLV KDG EHHQ UHSRUWHG E\ RQb&cqRdés% UDNIRQ
Roux (Mr Roux), directly to Mr Koko,%*2 and Mr Koko is reported in the Fundudzi Report
to have confirmed that much.®*® Dr van der Riet was told that Mr Koko wanted the
allegation to be investigated immediately and findings reported back to him.1%34 Mr
ODVKLJR UHPDUNHG WKDW LW ZDV 3YHU\ YHU\ XQXVXDO" IRU
this level, and would normally be handled by the contract manager and quality advisor

at Eskom.16%

In his affidavit to the Commission, Mr Masuku of Sibonisiwe, indicated that Sibonisiwe
did not have an employee that fitted the description referred to above. The allegation
of bribery was likely a ruse by Mr Koko and Tegeta, as it will become apparent below.
It was a calculated manoeuvre on their part to get rid of Sibonisiwe and replace it with
a third party that could provide positive test results from the coal being supplied from

Brakfontein.

1629 Dr van der Riet affidavit BRAK supra p 449.

1630 Transcript 11 March 2019, p 41.

1631 Dr van der Riet affidavit supra p 449 para 9.

16322 U ODVXNX DIILGDYLW %5%. ([KLELW 8 ILOH S DQQH[XUH 3+0 ~
1633 Fundudzi Report supra p 1214 para 6.16.6.9.

1634 Dr van der Riet affidavit supra p 499 para 9.2.

1635Transcript 26 February 2019, p 130.
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2022. Whilst Dr van der Riet and his team conducted their investigation, Mr Koko called
Mr Masuku to his office for a meeting on 28 August 2015 and interrogated him regarding
the testing results that his laboratory was producing on the Brakfontein coal. The full
details of this meeting are captured in the relevant pages of the Fundudzi Report and
DWWDFKHG WR OU ODVXNXYV DIILGDYLW WR$Knd detRIFPLVVLRQ
UHYHDO PXFK DERXW 0OU .RNRYV GHHS LQWEr&HVarolrQG LQYR

of advancing the interests of Tegeta.

2023. According to Mr Masuku, Mr Koko introduced himself to him and asked why Mr Masuku
was fighting with the Gupta family, to which Mr Masuku stated he responded that he did

not understand the question and that he did not even know who the Guptas were.53’

2024. Mr Koko then inquired whether Mr Masuku knew who the owners of the Brakfontein
Colliery were, and when Mr Masuku said he did not know, Mr Koko informed him that
the Colliery was owned by the Gupta family. Mr Koko then told Mr Masuku that he was
fighting with the Gupta family by providing unfavourable coal analysis results on the
Brakfontein coal, allegedly because Mr Masuku wanted to solicit a bribe from the Gupta
family. Mr Masuku responded that he was not soliciting a bribe from anyone and
reiterated that he did not know the Guptas.®*® He also informed Mr Koko that he (Mr
Masuku) had no knowledge of the coal quality specification parameters which were

detailed in the contracts between Eskom and its coal suppliers.16%®

2025. )X UWKHU OU ODVXNXTV HYLGHQFH LV WKDW HDUOLHU LQ WK
FDOO WR OU 5RX[ UHJDUGLQJ %UDNIRQWHLQYV VXOSKXU TXELC

26B and 27A, during which call a suggestion was made to resample Brakfontei Q {1V

1636 Mr Masuku affidavit supra p 691.3.

1637 Mr Masuku affidavit id p 691.4.

1638 Mr Masuku affidavit id p 691.4 to p 691.5.
1639 |d p 691.5 para 6.16.6.19.
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stockpiles which had failed the precertification process. It was also suggested that

Sibonisiwe would be involved in the precertification, but this never happened.164°

2026. Mr Koko requested a break from the meeting, while they waited for the comparison of
SLERQLVLZHTV FRDOwWIQWIORWIHYRJ HBYBEBPWINQG UHFRQYHQH DW
the results. When the meeting reconvened at the agreed time, Mr Koko made a phone
call to one Mr Sam Phetla (Mr Phetla), who had been appointed together with Dr van
der Riet, and requested him to bring the results to his office, which he did. The
comparison was only in respect of the total sulphur parameter and showed that
6LERQLVLZHYIYY WRWDO VXOSKXU UHVXOWY ZHUH VLPLODU WR

make Mr Koko unhappy.64

2027. In response to these allegations, Mr Koko has admitted the meeting, but denied that he
made threats to Mr Masuku and said that present at the meeting was also Dr van der
Riet and Ms Charlotte Ramavhona (Ms Ramavhona), where it was agreed that samples
from the stockpiles at Brakfontein mine that had failed prior tests had to be taken under
controlled circumstances for separate analysis at Eskom, Sibonisiwe and SABS

laboratories.

2028. Dr van der Riet denied that he was present at the said meeting and informed that
Sibonisiwe could not have done coal sampling, as they were not contracted to provide
that service. Sibonisiwe was doing coal analysis for Eskom. Mr Masuku has also
GHQLHG O0UevitkNde thet Dr van der Riet and Ms Ramavhona were present at

the meeting,'%*? and as already stated, also said that no samples were delivered to

1640 |d p 691.4 para 6.16.6.12.
1641|d p 691.5 para 6.16.6.20 to 6.16.6.22.
1642 Fundudzi Report supra p 691.6 paras 6.16.6.24 & 6.16.6.26.



876

6LERQLVLZH IRU WHVWLQJ OU .RNRYV YHUVLRQ RI WKH PHH

false.

SHVXOWYV RI 'U YDQ GHU 5LHWYV LQYHVWLJDWLRQ

2029. According to Dr van der Riet, he and three of his colleagues concluded their
investigation and reported their findings, which they personally relayed in a meeting at
Megawatt Park, to Mr Koko and the then Head of Legal, Ms Daniels. The findings were
that coal quality delivered from Brakfontein had been deteriorating. A plan was then
devised to retest the samples at another laboratory run by SABS.*%4 This was done
and test results from SABS were communicated by Dr van der Riet to Mr Koko on

28 August 2015.

2030. Whilst the Sibonisiwe laboratory had failed 15 out of 30 coal consignments in August
2015, the SABS laboratory results showed that 29 of the 30 samples should have been
failed.'®*** 7KHUHIRUH RQ HLWKHU /DERUDWRU\YYV WHVW UHVXO

compliant.

2031. Dr van der Riet stated tKkDW LQ UHWRUW O0OU .RNR LQVWUXFWHG WK
laboratory, Sibonisiwe, be replaced by SABS and RT&D, which instruction was

complied with.

2032. Mr Koko also instructed Dr van der Riet and his colleagues, Ms Ramavhona and
Mr James Mudau (Mr Mudau), to organise for a re-sample and analysis of the
Brakfontein coal that had previously failed minimum specification requirements. An

arrangement was made with the Brakfontein Colliery manager for this purpose to have

1643 Dr van der Riet affidavit supra p 450.
1644 Dr van der Riet affidavit supra p 450 para 9.5. Transcript 11 March 2019, p 40.
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the analysis done on 29 August 2015, with Dr van der Riet and Mr Mudau scheduled to

personally witness the sampling and testing.164°

2033. Mr Koko has confirmed his instruction for SABS to conduct resampling of the
Brakfontein coal and that he had made it clear to Dr van der Riet and Ms Ramavhona
that the analytical process needed to be transparent and above board and had directed
WKH WZR WR 3KDYH pKROG SRLQWVY DQG PZLWQHVV SRLQW\
instructed the team to have traceability so that the prepared coal sample would not be

compURPLVHG”

2034. However, Mr Koko would soon make an about turn and telephoned Dr van der Riet to
inform him that they were not to be involved in witnessing the sampling. Dr van der Riet
VWDWHG LQ KLV DIILGDYLW WR WKH &RPPLNLREMOKDW 0U .R
Rl (VNRPYV &403 ZKLFK UHTXLUHG WKH (PSOR\HU (VNRP W
When he advised Mr Koko of this, Mr Koko suggested that the sampling exercise should
go ahead, but that another sampling would take place the next week in the presence of
Eskom representatives and Mr Koko.'%4” Dr van der Riet states in his affidavit that he
received a telephone call from Mr Koko on 29 August 2015, the same day when the
resampling was scheduled to take place, informing him that Brakfontein had requested

Eskom to cancel the scheduled visit.1648

2035. When confronted with these facts, Mr Koko said that he was not aware that Dr van der
Riet and Ms Ramavhona were scheduled to visit Brakfontein mine on 29 August 2015
to witness the resampling process. Had he been aware of such a visit, he said, he
would have supported it. He has apparently denied issuing Dr van der Riet, Ms

Ramavhona and their team with an instruction not to visit Brakfontein mine for

1645 Dr van der Riet affidavit id p 450 para 9.7-9.9.
1646 Fundudzi Report supra p 1224 para 6.19.4.
1647 |d p 451 para 9.9.

1648 Fundudzi Report supra p1224 para 6.20.1.
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resampling purpose.®*® Dr van der Riet maintained his version and there is no reason
WR VXJIJHVW WKDW KH ZRXOG KDYH FRQWULYHG VXFK DQ H

denials fall to be rejected.

On the evening of 30 August 2015, a progress report with the resampled stockpile
analysis results at that point, was sent to Mr Koko, with a preliminary finding that the
coal was in fact fit for purpose. Dr van der Riet stated in his affidavit to the Commission
that this should have been a cause for considerable concern, as no Eskom officials
were present to witness the resampling. He could, therefore, not vouch for the validity

of the results.16%0

On 31 August 2015 Dr van der Riet was asked by Mr Mboweni to prepare and handover
an investigation file at a meeting scheduled for the morning of 01 September 2015. The
file that was prepared included an affidavit and a CCTV footage from SABS Laboratory
that alleged that the Brakfontein Colliery manager, Mr Roux, together with a relative,
had forcefully gained entry to the laboratory on the morning of 30 August 2015 and
confrontedstDIl WKHUH ZKR ZHUH ZRUNLQJ pRYHUWLPHY RQ WKH V
manager had attempted to exert undue influence on the laboratory staff to change their

results to show that the coal was fit for purpose.t6°!

Request had been made by the Commission to obtain the investigation file, including
WKH &&79 IRRWDJH UHIHUUHG WR LQ 'U YDQ GHU 5LHWTYV DII

had not been made available.

1649 |d p 1225 para 6.20.5.
1650 |d p 451 para 9.10-9.11.
1651 |d p 451 para 9.12 to p 452.
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Mr Koko suspends coal supply from Brakfontein

2039.

2040.

On 31 August 2015 Eskom sent a letter suspending FRDO VXSSO\ IURP 7HJH)

%UDNIRQWHLQ PLQH GXH WR DSSDUHQW 3JUHDW FRQFHUQ ™ R

from the mine between July 2015 and August 2015.1%2 Mr Gert Opperman was not

involved with the letter; although he says he was aware of quality issues.16%3

The suspension letter was issued by Mr Koko, allegedly as a precautionary measure in
order to enable Eskom to investigate the causes of inconsistencies in the coal quality
management processes.®>* Fundudzi has reported that Mr Koko also said that Eskom
noted a significant increase in the number of out of specification coal stockpiles that
came from the Brakfontein mine during July 2015 and August 2015. However, the
suspension was a sham, as Mr Koko would lift it only five days later, on 5 September
2015, without any tests having been conducted on the Brakfontein coal between 31
August 2015 and 05 September 2015.2%% Thus, the reason for the suspension was not
fulfilled. In fact, it was Mr Koko himself who thwarted the investigation, by placing on
suspension for no valid reason Eskom officials who were to conduct the

investigation.t6°®

Mr Koko suspends Dr van der Riet and his team

2041.

On 1 September 2015, when Dr van der Riet arrived at Eskom to meet Mr Mboweni, in
order to hand over the investigation file, he was served with a notice of intention to
suspend, signed off by Mr Koko.'®” Three other colleagues of his, viz. Ms Ramavhona,

Mr Phetla and Ms Siphelele Ngobeni, were also served with similar notices. It was

1652 Transcript 11 March 2019, p 36.

1653 Transcript 11 March 2019, pp 37-38.

1654 Fundudzi Report supra p 1238 para 6.27.

1655 |d p 1240 para 6.27.20 +6.27.24.

1656 |d p 1244 para 6.29.1

1657 Dr van der Riet affidavit supra p 452 para 9.14.
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stated E\ OU .RNR WKDW WKH\ 3PdDa skridusHniscenhBURLBY &vhingst
RWKHUV LQFRQVLVWHQF\ LQ WKH PDQDJHPHQW RI WKH FRDC
that Eskom had decided to investigate the alleged misconduct.®® The letter came
from Mr Koko and not from Mr Mboweni, despite Dr van der Riet and the three officials

reporting directly to Mr Mboweni.

2042. 1t is worth noting that at this time Dr van der Riet and Ms Ramavhona were also in the
process of conducting an investigation into the inconsistencies in the test results issued
E\ (VNRP {Mctu&t @badratories and those issued by a laboratory contracted by the
Brakfontein mine.’®*® Dr van der Riet explained in his affidavit that from July 2015,
when the tonnages from Brakfontein increased but the quality deteriorated, the Eskom
geologist opined that the S4U coal accounted for this deterioration as it was considered

WR EH WRR ORZ WR PHHW (VNRPYV VSHFLILFDWLRQV +H IXU\

37KH (VNRP JHRORJLVWYV K\SRWKHVLVY WKHUHI®Ré&H KDG PH
with 4-Upper seams would correlate with the increased tonnages delivered.

However, this hypothesis was never tested, as the Eskom geologist Mr James

Mudau, the Eskom QA [Quality Assurance] manager Ms Charlotte Ramavhona, the

Eskom Senior QA Mr Sam Phetla responsible for Brakfontein colliery, and myself

were all suspended on 1 September 2015 prior to being able to initiate the
LQYHVWEPDWLRQ °

2043. ltis, therefore, reasonable to conclude that it was this investigation that Mr Koko, acting
in concert with Tegeta, sought to circumvent. Itis signfiFDQW WKDW 0U .RNRTV XQ
letter of intention to suspend Mr Phetla, dated 31 August 2015, was emailed by Mr Koko
to the email address infoportall@zoho.com on 21 September 2015, without any
message in the body of the email.’®®* 00U .RNRYfV HQJDJHPHQW ZLWK WKLV H

used by to Mr Salim Essa, a close associate of the Gupta brothers, permeates all his

1658 Fundudzi Report supra p 1244 para 6.29 to p 1245.
1659 Fundudzi Report supra p1245 para 6.29.8.

1660 Dr van der Riet affidavit supra p449 para 8.

1661 Exhibit U1, p512-513.
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involvement in matters relating to transactions between Eskom and Tegeta. He

facilitated the capture of Eskom by the Guptas and their associates.

2044, 7TKH UHIHUHQFH LQ 'U YDQ GHU 5LHWYV DIILGDYLW WR 0U 0XG
suspended is an error. The fourth person suspended was Ms Siphelele Ngobeni, who

was also a geologist.15?

2045. The suspension of Dr van der Riet and his three colleagues was, in fact, effected on 8

September 2015, and thus ended the investigation.663

Brakfontein coal supply continues

2046. )ROORZLQJ OU .RNRYV OLIWLQJ RI WKH %UDNIRQWHLQ &RDO
further sample of the Brakfontein coal was taken and tested on 6 September 2015 at
an Eskom laboratory, which differed markedly from that of the sample of 29 August
2015. Laboratory specialist, Dr Chris Van Alphen Chief Advisor Eskom Research,
Testing and Development Division, subsequently advised that the two samples could
not have come from the same mine, and further that the sample of 29 August 2015 did

not in fact come from Brakfontein Colliery.1664

2047. During this time, on or about 7 September 2015, Mr Gert Opperman received an email
from a representative of Tegeta, with results from an SABS test attached. Mr Gert
Opperman testified that he then received a phone call from Mr Roux (who was at this
stage COE of Tegeta),'%® asking whether they could dispatch the stockpile to Majuba

Power Station. According to Mr Gert Opperman, one of the quality parameters on the

1662 Transcript supra p 108 line 20 to p 109 line 23.

1663 Dr van der Riet affidavit supra p 452 para 9.17.

1664 Transcript 11 March 2019, p 41; Fundudzi Report supra file 5, p 1244.
1665 Transcript id p 51 line 20.
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stockpile did not meet the contractual specifications which meant that in terms of the

contract the coal would be termed Reject Coal.16%¢

2048. Mr Gert Opperman testified that he responded to Mr Roux thus:

38V FRQWUDFW PDQDJHU , GR QRW KDYH WKH DXWKRULW\ WI
coal, I cannot do it and | immediately told him you cannot dispatch this coal, | cannot

support it, you need to either declare a dispute or you need to reprocess the coal,

\RX KDYH JRW RQH RI WKRVH WZR RSWLRQV ~

2049. Mr Gert Opperman further testified that Mr Roux was not pleased with this response

DQG WKH FDOO ZDV :GLVFRQQHFWHG’

2050. However, soon thereafter, Mr Gert Opperman indicated that he received a phone call
from Mr Koko asking him to please engage with the Majuba Power Station to accept
the coal. Mr Gert Opperman indicated that he was very surprised to have heard from
Mr Koko,'%%” and this was not usual, and he considered it to be an instruction that Mr
Koko was requiring him to perform outside the mandate of the contract. Mr Gert
Opperman was not happy about approving that coal of the incorrect specification to be
pushed through. He sought advice from his immediate manager, Mr Ncube, who
agreed with Mr Gert Opperman that out of specification coal should not be accepted,
but felt that they should do what Mr Koko had asked, as it was his instruction. Mr Gert
Opperman then called the power station; he claims he did not pressure them but relayed
Mr . R N<Riffstruction, and also gave them his opinion. The power station agreed to

accept the coal.1668

2051. Mr Gert Opperman testified that he did not resist Mr Koko because he had a very

WKUHDWHQLQJ PDQDJHPHQW VW\OH DQG WKHUH ZDV DQ :DW

1666 |d p43/23 to p44.
1667 |d p51/25.
1668 Mr Opperman Transcript supra p44 line 15 to p45.
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WRXOG JHW VXVSHQGHG RU GLVPLVVHG DQG WKHUH ZDV PXF

FRUUL®RUV’

Cancellation of arrangement to audit Brakfontein certification process

2052. On 7 October 2015 Mr Ncube sent a letter to Mr Roux of Tegeta requesting their
cooperation with an independent audit that Eskom was arranging of the coal
precertification process at Brakfontein Colliery. This was as a result of both Mr Gert
2SSHUPDQ DQG 0OU 1FXEHTV FRQWLQXHG FRQFHUQV RYHU W
provided, but also it was a requirement from an audit report by one of the testing
laboratories. Following this, Mr Gert Opperman proceeded to engage with various
teams on site, but then Tegeta began making changes at Brakfontein, such as certain

laboratory services being terminated.

2053. On 19 October 2016, Mr Ncube instructed Mr Gert Opperman to send a letter to Mr
Roux cancelling the audit; Mr Gert Opperman claims Mr Ncube said he had been
instructed to cancel it. Mr Gert Opperman claims that he did not feel he could resist
becausH LW ZDV MXVW VXFK GLIILFXOW FLUFXPVWDQFHV \
management of this Executive Team and what was happening at that moment in time.

,W ZDV GE¥PILFXOW~

Eskom relocates the testing of Brakfontein coal to Kendal Power Station

2054. From 22 October 2015, Eskom relocated the testing of coal quality from Brakfontein to
Kendal Power Station Laboratory, after terminating their contract with SABS
laboratories. This was on instruction from Mr Koko to the Head of Majuba Power Station,

a Mr Christopher Nani.'®*’* Kendal Power Station was not an accredited laboratory in

1669 |d p52 line 1-10.
1670 |4 p56-62.
1671 See Mr Magwaza affidavit, Exhibit U4, p 482 para 4.5.6 & p 483 para 4.5.10.
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accordance with the Coal Supply Agreement and did not comply with the ISO

Standard.'67?

2055. On enquiring with his General Manager, Mr Mazibuko, Mr Gert Opperman learnt that
prior to this change, Mr Koko had the view to move the payment point for Coal Supply
Agreements to power stations, so that the power station could analyse the coal and
Eskom make payment based on the quality parameters reported by the power station.
Although Mr Gert Opperman said he took comfort in the fact that Kendal Power Station
ODERUDWRU\ ZzZDV D ODERUDWRU\ LQWHUQDO WR (VNRP DQG
it was still in breach of the Coal Supply Agreement for it to do the testing of the
Brakfontein coal.’*”® The Coal Supply Agreement required Eskom to appoint an
independent laboratory that was independent and ISO accredited.*¢”* Mr Mashigo, has
confirmed this and that Eskom always used ISO-accredited laboratories; he said that

this was the only case in his 26 years at Eskom that he had seen this happen.1¢7®

2056. OU .ZHQ]RNXKOH 0DJZD]D RQH RI (VNRPTV VHQLRU PDQDJHL
evidence of his encounter with Mr Koko on the issue above. It was on 21 October 2015,
at around 07h30 while driving to work, when he received a call for the first time from Mr
.RNR VXPPRQLQJ KLP WR OU .RNRYV RIILFH OU 0DJZD]D VDLC
.RNRYV RIILFH KH ZDV QRW RIIHUHG D FKDLU DQG 0OU .RNR
GLVSOHDVXUH DERXW 3QRW MXVW \RX >PHPED, Qb && 0DJZD]LC
ILJKWLQJ RWKHU SHRSOHYVY EDWWOHV”’ OU 0DJzZzD]D WHVWLI

WR ZKHUH 'U YDQ GHU 5LHW KDG EHHQ VLWWLQJ LQ OU .RNF

1672 Mr Opperman Transcript supra p64/20 to p65, & p72.

1673 |d p65/4-24.

1674 Mr Opperman Transcript supra p 65-68; Mashigo, Transcript supra p 109.
1675 Mr Mashigo Transcript supra p 108.
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exactly what Mr Koko was telling Mr Magwaza, prior to Mr Koko suspending Dr van der

Riet.167®

2057. Mr Magwaza testified that he felt threatened as Mr Koko talked about why he had not
yet suspended him (Mr Magwaza). He said that Mr Koko proceeded to give him
instructions to use Kendal Power Station Laboratory to do further analyses of
Brakfontein samples, which Mr Magwaza said was out of the norm as it was not
accredited. He was also asked to remove Ms Viloshnee Moodley (Ms Moodley) from
her acting role of Middle Manager: Quality Assurance, which Mr Magwaza did. Ms
0 R R G Odih\vasé that she had suspended a service provider, Mpumamanzi, from the
Brakfontein mine and replaced it with another. Mr Koko told Mr Magwaza that he

wanted that decision reversed.%7”

2058. Kendal Power Station Laboratory continued then to do the sampling from October 2015
until the end of the contract, and would only fail 3% of the Brakfontein stockpiles,
compared to 23% by the accredited labs used before Kendal Power Station Laboratory

took over.1678

2059. Based on the affidavit provided by Mr Sethowa!®’®, a Supervisor: Coal Chemical
Services at Kendal Power Station, the Kendal Power Station laboratory had only
obtained their SANAS 17025 accreditation during October 2017, long after they had

started testing the Brakfontein coal.

2060. Another notable issue is that the CQMP, which is a standard schedule to Eskom Coal
6XSSO\ $JUHHPHQWTY DQG VHWYV RXW WKH UHTXLUHPHQWYV I

only signed off during September 2015, months after the Coal Supply Agreement had

1676 Mr Magwaza affidavit, Exhibit U4 file 4, p 481 para 4.5.3 to p 482.

1677 Mr Magwaza affidavit, p 482 para 4.5.6.

1678 ([KLELW 8 3 %UDNIRQWHLQ 5HFRQFLOLDWLRQV™ S
1679 Mr Sethowa affidavit.
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been concluded and Tegeta had been delivering coal. Mr Magwaza also made the

following points in his affidavit:

2060.1. during September 2015, Mr Mboweni had called him around 18h00 to come

WKURXJK WR 0OU .RNRYV RIILFH

2060.2. Mr Mboweni was working with Dr Nteta on responding to questions raised by a
journalist on the Brakfontein Coal Supply Agreement and had requested Mr

Magwaza to provide assistance;

2060.3. Mr Koko then entered the room and requested to know why the CQMP had not
yet been signed. Although Mr Mboweni attempted to intervene and inform Mr
Koko that Mr Magwaza had recently assumed the role and would not have any
NQRZOHGJH WKHUHRI OU .RNR LQWHUMHFWHG VWDWLC
\RX RU DVN \RX D TXHVWLRQ"" WR ZKLFK OU 0DJZD]D L

know why the CQMP had not yet been signed; and

2060.4. Mr Magwaza signed off on the CQMP on 30 September 2015.

Tegeta requests more non -compliant coal to be accepted

2061. On a subsequent occasion, Mr Gert Opperman again received another phone call from
Mr Roux (date not specified), regarding a stockpile that was out of specification. Mr
Gert Opperman testified that this incident was similar to the one already referred to
above, in September 2015, in that Mr Roux once again requested Mr Gert Opperman
to organise that the stockpile be accepted by the Majuba Power Station, contending
WKDW 3\RX GLG LW WKH SUHYLRXV WLPH VR ZK\ QRW GR LW

told him he did not have the power to authorise it and, thereafter, as before, he received
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a phone call from Mr Koko requesting Mr Gert Opperman to engage the power station

to accept it.

2062. Mr Gert Opperman engaged Mr Ncube, who again proposed that Mr Gert Opperman
follow the instruction. Mr Gert Opperman then engaged the power station, but internal
deliberations amongst the power station management did not result in their outright
approval. Instead, there were a lot of engagements between the power station
manager, Mr Makwaye, and more senior colleagues at Eskom headquarters (Mr

Mashigo) before they would acquiesce.6&

2063. )URP 0U *HUW 2 Sgidethce,t @fivs that Mr Makwaye left the Majuba Power

Station not too long after this. 168!

OU %ULDQ OROHIHTY DZDUHQHVYV RI WKH PDWWHU

2064. In his evidence before Parliament WR WKH VXVSHQVLRQ RI 7THIHWDIV FRQV

from Brakfontein mine on 31 August 2015 due to quality issues, Mr Brian Molefe said:

37KH *XSWDV ZHUH YHU\ DQJU\ ZLWK XV 7KH\ UHTXHVWHG F
there was a lot of exchange to the point where eventually we agreed with them that

because they were disputing, they were saying that the people that are saying their

FRDO LV QRW Rl JRRG TXDOLW\ KDYH EHHQ SDLG E\ WKH RS
like them. So we took the coal to the South African Bureau of Standards to get

tested. During that period | did have contact with them and we spoke about that

LV V X 8"

1680 Mr Opperman Transcript supra p69 line 10 to p70.
1681 Mr Opperman, Transcript id p72 line 2-10.
1682 Exhibit U38, Transcript, 21 November 2017, p306.
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Supply Agreement by R2.9 billion

2065.

2066.

2067.

Combustion tests of coal coming from Brakfontein Colliery Extension were conducted,
which concluded that there were quality issues, and that more data and information
would be required before procuring from the Brakfontein Extension to any power
station.'®8® Yet, it was shortly after this that Eskom (in particular the Fuel Sourcing
team) sought to extend the Brakfontein Coal Supply Agreement to include the

Brakfontein Colliery Extension.

On 8 August 2016, a submission was sent by Mr Ncube (to whom Mr Gert Opperman
used to report in Coal Operations, before moving to the Fuel Sourcing Division), to the
Board Tender Committee. The submission included a motivation for procuring 10.8
million tonnes from Brakfontein Colliery Extension - as opposed to other suppliers. The
comparison of costs included showed that coal from Brakfontein by rail was in line with
the price of other suppliers, while by road it was the highest price. However, the plan
was for rail to be mostly used. Mr Gert Opperman, however, asserted that coal from
Brakfontein would be a 50/50 split, and in the earlier stage more likely to be two thirds

rail, one third road.%8*

A letter was sent on 19 August 2016 to National Treasury requesting permission to do
so, as a National Treasury Circular issued in April 2016, required that any amendments
of above 15% of the value of existing agreements required prior approval of the National

Treasury. Eskom was seeking to increase the contract by R2.9 billion, which was 77%

LQFUHD

RI WKH RULJLQDO FRQWUDFW YDOXH RI 5 ELOOLRQ , W

1683 Mr Opperman Transcript supra p74.
1684 Mr Opperman Transcript supra p77-80.
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claim was made that the coal reserve had been validated by Eskom and met the

FRQWUDFWYfV TXDOLW\ DQG TXDQWLW\'®HTXLUHPHQWYV ZKLF

2068. National Treasury rejected the request on the grounds that there was a question over
the quality of the coal. Eskom responded that a new auto-mechanical sampling system
had been installed and would be commissioned within three months. However,

Mr Mashigo stated that this was only done much later, in January 2017.168¢

2069. ,Q 1RYHPEHU WKH FRDO IURP %9UDNIRQWHLQ ([WHQVLRQ Z
technical team concluded that it was not suitable for the Majuba, Tutuka or Matla Power
6WDWLRQV WLV QRWDEOH WKDW WKH WHFKQLFDO UHSRUW
FRQWUDFWXDOO\ REOLJHG WR WDNH WKLV FRDO" DQG WKHQ
risk that would need to be managed. However, it would have been irregular for Eskom
to have contracted for coal before its technical department had confirmed its suitability,
according to Mr Gert Opperman'®®’. Treasury never approved the extension of the

contract.688

Brakfontein mine fails to deliver and puts Eskom at risk

2070. In terms of a letter from Eskom, dated 29 November 2017, addressed to Mr George van
der Merwe, Chief Operating Officer of Optimum Coal Holdings, Brakfontein Colliery had
undersupplied Eskom by around 265 000 tonnes of coal in the October 2016 to

September 2017 period.168°

2071. According to Ms Singh, a management accountant employed at Eskom, for February

2018 to December 2018, a penalty amount of R531 million was calculated on the

1685 Mr Opperman Transcript id p 74-78.

1686 Mr Mashigo Transcript supra p 157-158.
1687 Mr Opperman Transcript supra p 80-81.
1688 Mr Mashigo Transcript supra p 159.

1689 Exhibit U4 file 4, p 836.
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shortfall experienced, a period during which Tegeta was in business rescue.’®® The
sudden commencement of this business rescue did not give Eskom sufficient time to
find an alternative supplier. Procurement processes only resulted in an alternative

contract by October 2018.

2072. Majuba Power Station received out of specification coal from Brakfontein for a
significant amount of time, as well as undersupply in terms of tonnes of coal delivered.
7KLY KDG WKH LPSDFW RI ORZHULQJ ODMXEDYV FRDO VWRFN.
whereas it required 40 da\VyY ZRUWK WR PDLQWDLQ V HfokXOflthe 80R1 VXSSO
GD\V WKDW ZHUH PLVVLQJ ZDV GXH WR 7THIJHWDTV XQGHUVXS

the station at risk should there have been an interruption.6°

2073. Mr Johann Bester believed that the Brakfontein contract, although concluded under
pressure, did not compromise Eskom. In his view, it was only when Mr Koko suspended
those trying to implement the conditions of the contract that Eskom was compromised.
+H EHOLHYHG WKDW 3WKH V\V @plésucibas QIfRukdcororbhiiQed EXW S
Lw DV ZHOO DV OU OERZHQL ZKR 3DSSHDUHG SRZHUOHVV W
avoid being accountable and responsible by refusing to sign things and delegating his
authority either to people such as Mr Johann Bester to get contracts done or to the
Board Tender Committee to sign off on.?6°2 Mr Johann Bester himself had confessed

WR KDYLQJ EHHQ WRR VRIW WR 7THIHWDTV GHPDQGV DQG RU

Amount paid by Eskom to Tegeta for supply to Majuba Power Station

2074. The table below shows some of the money that Eskom paid to Tegeta for the supply of

coal to the Majuba Power Station pursuant to the Brakfontein Coal Supply Agreement:

1690 Exhibit U4 file 4, p 691.9 & p 691.11.
1691 Mr Mashigo, Transcript supra p165.
1692 Mr Bester affidavit supra p10.



Month Tons GJ Payment (VAT Incl)
Apr- 15 47 288.82 955 822.21 R15 013 465.97
May -15 77 605.72 1586 421.32 R25 106 429.49
Jun- 15 78 674.04 1583 238.11 R25 362 131.60
July-15 107 839.24 2251713.83 R35 325 955.88
Aug- 15 102 643.32 2 142 569.50 R33 205 563.78
Sept- 15 121 670.48 2 695 327.98 R42 551 067.07
Oct- 15 178 884.93 3953 892.05 R61 703 068.81
Nov -15 179713.15 3772 327.69 R58 663 007.06
Dec -15 65 824.94 1472 152.20 R46 040 272.71
Jan -16 137 988.56 3038 764.90 R48 039 191.18
Feb -16 112 19543 2 531 842.60 R38 488 667.57
Mar- 16 115 346.38 2415 392.47 R36 881 351.25
Apr- 16 88 252.13 1946 532.95 R32 148 533.86
May -16 148 885.72 3110 314.91 R51 155 612.59
Jun- 16 77 429.74 1 596 639.44 R26 746 097.27
July 16 109 853.64 224211299 R37 265 363.83
Aug 16 68 432.84 1413 553.82 R23 345 079.21
Sept -16 131 182.75 2789 263.38 R45 743 899.10
Oct-16 91 877.87 1920 927 .61 R32 003 §92.57
Nov- 16 83 223.16 1730 266.65 R28 652 200.70
Dec- 16 93 559.86 1901 951.19 R30 629 578.27
Jan -17 94 428.32 1910 618.86 R31 113 826.61
Feb -17 93 452.71 1 855 668.24 R32 331 445.28
Mar -17 109 447.94 2 354 446.20 R37 490 726.96
Apr- 17 86 312.64 1873 609.74 R31 565 969.28
May- 17 83 501.32 1848 184.45 R32 850 719.43
Jun - 17 93 704.99 2073 149.71 R36 567 032.90
Jul- 17 103 570.69 2242 118.11 R38 882 165.91
Aug- 17 63 104.77 1 346 888.26 R23 893 025.52
Sep - 17 84 292.38 1925 661.53 R32 530 039.33
Oct- 17 94 101.80 2044 817.54 R35 774 100.74
Nov - 17 110 493.81 2392 703.16 R43 031 040.61
Dec- 17 74 386.12 1 558 267.49 R26 837 375.70
Jan -18 124 496.08 2634 112.85 R46 633 387.87
Feb- 18 64 605.50 1448 409.84 R25 852 782.88
Mar 18 26 858.72 605 746.25 R10 598 827.96

3 525 130.51 75165 430.03 R1 260 022 596.75

General conclusion and recommendations
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2075. From the above, it is considered that the following parties are implicated in wrongdoing

in regard to the Brakfontein Coal Supply Agreement:
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2075.1. Mr Matshela Koko;

2075.2. Mr Vusi Mboweni;

2075.3. Dr Ayanda Nteta;

2075.4. Mr Ravindra Nath of Tegeta;
2075.5. Mr Jacques Roux of Tegeta; and
2075.6. Mr Tony Gupta of Tegeta.

Relevant Terms of Reference

2076. The facts above bear relevance to at least three of the terms of reference of the

Commission, namely-

2076.1. Whether an employee of any SOEs breached or violated the Constitution or
any legislation by facilitating the unlawful awarding of tenders by SOEs or any

organ of state (ToR 1.4);

2076.2. The nature and extent of corruption, if any, in the awarding of contracts, tenders
to companies, business entities or organizations by public entities listed under
Schedule 2 of the Public Finance Management Act No. 1 of 1999 as amended

(ToR 1.5); and

2076.3. Whether there were any irregularities, corruption and undue influence in the
awarding of contracts in the business dealings of the Gupta family with SOEs

(TOR 1.6).

2077. On the evidence before the Commission, it is concluded that:
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2077.1. the Eskom officials listed above breached or violated legislation and Eskom
policies by facilitating the unlawful awarding of the Brakfontein Coal Supply

Agreement to Tegeta,

2077.2. those of the Eskom officials listed above who awarded the Brakfontein Coal

Supply Agreement to a Gupta-owned entity, Tegeta, committed irregularities;

2077.3. the conduct of the Eskom officials listed above involved the abuse of their
position and power and undue influence on subordinates in order to unduly
benefit the Gupta family in the awarding of the Brakfontein Coal Supply

Agreement to Tegeta,

2077.4. the conduct of the Eskom officials listed above potentially caused financial
prejudice and loss to Eskom due to procuring some of the coal that they knew
was non-compliant, thus potentially causing Eskom to incur losses from sub-
optimal power generation and/or adverse impact on the Majuba Power Station

generation infrastructure.

Legislative provisions bre ached

2078. Eskom is a major public entity listed in Schedule 2 to the PFMA. Accordingly, it is bound

by the provisions of the PFMA.

2079. Section 57 of the PFMA places certain obligations on officials of public entities. It states,

inter alia, that an official of a public entity-

5,V UHVSRQVLEOH IRU WKH HIIHFWLYH HIILFLHQW HFRQF
ILQDQFLDO DQG RWKHU UHVRXUFHV ZLWKLQ WKDW RIILFLDO

OXVW WDNH HIIHFWLYH DQG DSSURSULDWH VWHS®SV WR SUH
responsibility, any irregular expenditure and fruitless and wasteful expenditure and

any under collection of revenue due;
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Must comply with the provisions of this Act to the extent applicable to that official,

and

Is responsible for the management, including the safe-guarding, of the assets and
WKH PDQDJHPHQW RI WKH OLDELOLWLHYV ZLWKLQ WKDW RIIL

2080. The implicated Eskom officials listed above have prima facie acted in breach of these

provisions, in that they 2 -

2080.1. failed to safeguard the financial interests of Eskom, and

2080.2. failed to take effective and appropriate steps to prevent irregular expenditure,

and fruitless and wasteful expenditure.

Recommendations

2081. It is recommended that National Prosecuting Authority (NPA) should consider criminal
prosecution of Mr Koko, Mr Mboweni, Dr Nteta and Mr Roux for the contraventions of

the legislation and policies of Eskom already referred to above.

2082. Further, it is recommended that the NPA should consider further investigation into
determining whether the implicated parties have acted in breach of the following

provisions of PRECCA:

2083. Section 3 and/or section 4: general offence of corruption or offences in respect of

corrupt activities relating to public officers

3$Q\ SHUVRQ RU D SXEOCttly orihdiréciiy) ZKR GLUH

accepts or agrees or offers to accept any gratification from any other person,

whether for the benefit of himself or herself or for the benefit of another person; or

gives or agrees or offers to give to any other person any gratification, whether for

the benefit of that other person or for the benefit of another person,

in order to act, personally or by influencing another person so to act, in a manner-
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(i) that amounts to the-
(aa) illegal, dishonest, unauthorised, incomplete, or biased; or

(bb) misuse or selling of information or material acquired in the course of the,
exercise, carrying out or performance of any powers, duties or functions arising out

of a constitutional, statutory, contractual or any other legal obligation;
(i) that amounts to-

(aa) the abuse of a position of authority;

(bb) a breach of trust; or

(cc) the violation of a legal duty or a set of rules,

(iii) designed to achieve an unjustified result; or

(iv) that amounts to any other unauthorised or improper inducement to do or not to

do anything,

LV JXLOW\ RI WKH RIITHQFH RI FRUUXSWLRQ °

2084. Section 12(1), which reads:

3 Any person who, directly or indirectly-

accepts or agrees or offers to accept any gratification from any other person,
whether for the benefit of himself or herself or for the benefit of that other person or

of another person; or

gives or agrees or offers to give to any other person any gratification, whether for

the benefit of that other person or for the benefit of another person-
(i) in order to improperly influence, in any way-

(aa) the promotion, execution or procurement of any contract with a public body,

private organisation, corporate body or any other organisation or institution; or

(bb) the fixing of the price, consideration or other moneys stipulated or otherwise

provided for in any such contract; or
(i) as areward for acting as contemplated in paragraph (a),
is guilty of the offence of corrupt activities relating to contracts.

(2) Any person who, in order to obtain or retain a contract with a public body or as
a term of such contract, directly or indirectly, gives or agrees or offers to give any
gratification to any other person, whether for the benefit of that other person or for

the benefit of another person-
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(@) for the purpose of promoting, in any way, the election of a candidate or a

category or party of candidates to the legislative authority; or

(b) with the intent to influence or affect, in any way, the result of an election
conducted for the purpose of electing persons to serve as members of the legislative

authority,

LV JXLOW\ RI DQ RIIHQFH ~

2085. Section 21: attempt, conspiracy and inducing another person to commit offence; which

reads:

3$Q\ SHUVRQ ZKR
(@) attempts;
(b) conspires with any other person; or

(c) aids, abets, induces, incites, instigates, instructs, commands, counsels or

procures another person

WR FRPPLW DQ RIIHQFH LQ WHUPV RI WKLV $FW LV JXLOW\
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Huarong Energy Africa (Pty) Ltd

2086.

2087.

2088.

2089.

In 2015, Eskom entered into an agreement with China Huarong Asset Management Co.
Ltd (China Huarong). China Huarong is a majority state-owned financial asset
management company domiciled in China. China Huarong approached Eskom with an
unsolicited proposal to grant USD1.5 billion (approximately R25 billion) so that Eskom

could build or refurbish power stations (capital projects).

In 2015 Mr Rajeev Thomas, a representative of a firm called Tribus (Pty) Ltd (Tribus),
approached Mr Andre Pillay, General Manager and the Head of Eskom Treasury, with
an unsolicited proposal to provide Eskom with technical solutions to assist Eskom with
its capital expansion program. In plain English, Mr Thomas was a money broker, who
offered for a fee to put Eskom in touch with lenders who would agree to lend money to

Eskom.

After a couple of engagements, Mr Thomas approached Eskom on behalf of a
consortium of Tribus and China Huarong Asset Management Co. Ltd (China Huarong).
China Huarong operates in the field of asset management. China Huarong, too offered
to provide capex solutions to Eskom, i.e. to lend Eskom money so that Eskom could

build or refurbish power stations (capital projects).

Negotiations progressed. A company was incorporated in South Africa for the specific
purpose of doing this business with Eskom and was called Huarong Africa (Pty) Ltd
(HEA). A group of officials within Eskom and a group in and around HEA tried to
engineer a situation by which Eskom paid an enormous raising fee up front and then
would have recourse only against HEA for payment of the loan. Fortunately for South
Africa, this scheme was thwarted by an official in Eskom and officials in the National

Treasury.
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The best option for Eskom when it received a proposal such as that submitted by Tribus
is to issue a Request for Information (RFI) or Proposal (RFP) to test whether there were
more advantageous options available to Eskom in the market. Eskom was looking for
innovative funding that did not utilise government guarantees and should be greater
than R15 billion. It was important that, in acquiring such innovative funding, Eskom did
not trigger events of default in relation to its current debt which then stood at around
R420 billion. Because Eskom is a state owned entity, equity or capital funding was not
an option. Eskom was looking for reputable organisations with funding track records

that could be implemented within a reasonably short term.

At the time, Eskom had a funding plan. This included raising finance through domestic
and international bonds, commercial paper loans and development finance institutions
like the World Bank and the African Development Bank. Some multilateral institutions
also provided funding, as did export credit agencies. In addition, there were structured
products, which were innovative funding sources which were available in the market

from time to time.

Eskom received about twelve responses to its requests: from ABSA, Deloitte Capital,
HEA, Wave, J P Morgan, Nedbank, Peu Capital Partners and Total Utilities
Management Services, Regiments, Rand Merchant Bank, Standard Chartered,
Superstars Group and Afriset Investments. HEA, as | have said, was incorporated for
the specific purpose of doing this business with Eskom. As part of their responses, the
several firms provided non-binding term sheets, which were the frameworks of the

terms on which they were prepared to do business.

The term sheet submitted by HEA offered to provide approximately USD1.5 billion (and
for a facility fee of 1.6% of the program value, an annual fee of 0.8% of the funds made

available and a cancellation fee of 2%).



2094.

2095.
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In December 2016, Mr Anoj Singh, to whom Mr Pillay reported and to whom he had in
the normal course reported the responses to the requests, contacted Mr Pillay. He told
Mr Pillay that Mr Thomas had asked that Eskom sign a non-binding term sheet as a
demonstration to his partners that he had a good working relationship with Eskom. Mr
Pillay was not comfortable that the term sheet be signed as it was not common for
Eskom to sign such documents. Mr Pillay raised his concern with Mr Anoj Singh, who

responded that it was just a term sheet.

Mr Anoj Singh and Mr Thomas then proceeded to sign the term sheet on 20 and 21
December 2016 respectively. The document stated in terms that the contents did not
bind the parties, except for clauses 17 and 18, which provided for confidentiality
between the parties, no entitlement of the one to act as agent for the other and a

declaration that the governing law was the law of South Africa.

The usual authorisation process within Eskom was not followed and Eskom's legal

department was not consulted.

From 8 to 13 January 2017, Mr Anoj Singh, together with Mr Pillay, Mr Prish Govender
and Mr Poobie Govender, met in Beijing, China with representatives of HEA, namely
Mr Thomas, Mr Rex Madida and Mr Wim Terblanche. Following that meeting, Mr Anoj
Singh asked for an Investment and Finance Committee submission to inform the board
of the HEA proposal and approve a mandate to negotiate and conclude a financing

agreement with HEA for loan transactions of R1.5 billion and R6 billion.

During the meeting in China, Mr Pillay formed the impression that Mr Anoj Singh was
rather disapproving of the proposed transaction. Later, Mr Pillay came to believe that
this was a sham to allay Mr Pillay's concerns and that Mr Anoj Singh had his own

agenda. During that meeting, Mr Pillay met Mr Madida who introduced himself as a
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deployee of the African National Congress in KwaZulu Natal, deployed to

Johannesburg.

2099. After the meeting, there was an exchange of correspondence between Mr Pillay and Mr
Thomas. Mr Pillay wrote that the proposal was subject to Eskom's own internal analysis
and that he would have to secure board approval for them to go forward on the proposal.
The loan was offered at LIBOR rate (London Interbank Offered Rate) of about 3% plus

7,2%, i.e. about 10,2%.

2100. 7KLV ZDV QRW VLPSO\ D ILQDQFLQJ SURSRVDO ZKLFK IHOO z
Investment and Finance Committee. It was also linked to a capital program and
therefore needed the approval of the Board Tender Committee. The Investment and
Finance Committee resolved on 3 February 2017 that a team which included Mr Pillay

could negotiate but not conclude the financing agreement with HEA.

2101. These contemplated transactions would have had to fall within the Eskom 5-year
corporate plan, which was at that time still being developed. Eskom was assisted in the
preparation of its corporate plan by teams from McKinsey and ostensibly Trillian.
However, a board member, Mr Khoza, who chaired the Board Tender Committee, told
Mr Pillay that, if the HEA proposal was brought before the Board Tender Committee,

that body would approve the proposal.

2102. Mr Pillay became concerned that the HEA proposal was being considered outside of
the Eskom Treasury. He raised this concern with Mr Anoj Singh who told Mr Pillay that
he had been busy with other things and so had allocated the matter to Mr Prish
Govender to deal with. He also gave as a reason for Eskom Treasury not being involved
that Eskom Treasury already had a huge responsibility for raising funding for Eskom.

Mr Pillay found this reason superficial.
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2103. A few days before 14 March 2017, Mr Anoj Singh told Mr Pillay that he had been
contacted by an HEA representative with the request that the term sheet be signed, in
effect with the clause relating to its non-binding effect removed, but still subject to
Eskom board approval and to be superseded by a formal Asset Loan Framework
Agreement (ALFA). This was not a normal procedure in Eskom. Mr Pillay feared that
if a binding term sheet were signed, the fees would be payable to HEA. Such term sheet
was signed by Mr Anoj Singh on behalf of Eskom on 14 March 2017 and by Mr Chen
Jianbao (Mr Jianbao) on a date not stated in the document. The signed term sheet left

no doubt that it was designed to create binding obligations.

2104. The signed term sheet was not referred to the Eskom legal department and Mr Anoj
Singh was made aware of the reservations of Mr Pillay regarding the document. Mr

Anoj Singh's attitude was that the document was not binding.

2105. Itis difficult to understand the belief allegedly held by Mr Anoj Singh that the term sheet

was not binding because its first paragraph begins:

37KH SDUwWwLHY DJUHH WKDW WKLV WHUP VKHHW VKDOO FUFE
each party and shall be in full force in effect upon its signature until such time as the

asset loan agreement and the other related definitive agreements are concluded

EHWZHHQ WKH SDUWLHYV ~’

2106. However, Mr Pillay, who is not a lawyer, considered it possible that certain other
provisions in the signed term sheet led Mr Anoj Singh to believe that, despite the first
paragraph, the document was, nevertheless, not binding. Mr Pillay also believed that

Mr Anoj Singh would sign this latest term sheet regardless of what Mr Pillay might say.

2107. At that stage, Mr Pillay was relying on the help and advice furnished by a firm of lawyers
called White & Case. White & Case advised in writing in an opinion dated 12 March

2017 that the latest term sheet contained several important terms which were onerous
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2112.
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and were expressed to be binding and should therefore not be signed in its then present

form.

Mr Pillay discussed the White & Case opinion with Mr Anoj Singh, who was in London
with Mr Pillay and attended a meeting to discuss the concerns raised by White & Case

in their opinion.

At that stage, Mr Koko was the acting Group CEO of Eskom. According to Mr Pillay, Mr

Koko's attitude was also that the latest term sheet was to be signed.

Mr Pillay pointed out to Mr Anoj Singh that, according to Eskom Treasury, due process
precluded Eskom from contracting on an RFI and required an RFP process. An RFP
then went out to the market on 13 March 2017. The RFP process was, however,
inconsistent with the process agreed in the latest term sheet. Nevertheless, HEA

responded to the RFP.1693

Mr Anoj Singh left Eskom in July 2017 and Mr Calib Cassim (Mr Cassim) was appointed
acting CFO. Mr Pillay conveyed his concerns about the HEA transaction to Mr Cassim,

who agreed with Mr Pillay.

Certain approvals were made conditions of the latest term sheet. One of these
conditions was South Africa Reserve Bank { YSARB) approval. The SARB gave its
approval on 4 August 2017 on certain of its own conditions, including that no upfront

payment of any fees be paid by Eskom.

Much process had still to be undertaken within Eskom after SARB approval was given.

In addition, the conditional nature of the SARB approval required that the promised

1693 Transcript 1 March 2019, pp 61-81.
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funds be placed in Eskom's account before the final agreement, the ALFA, could be

signed.

On 14 August 2017 Mr Pillay received a copy of a memorandum of that date addressed
by Ms Palacios, the Eskom Legal Corporate Specialist, to Ms Suzanne Daniels. The
memorandum recommended against proceeding with the HEA project without
favourable legal advice and queried why Eskom officials had signed the latest term

sheet against legal advice and without following proper process.

On 15 August 2017 Mr Pillay, as head of Eskom Treasury, submitted a memorandum
to the Board Investment and Finance Committee seeking a mandate to conclude the

financing arrangement with HEA.

After considerable interactions at a technical level within Eskom, the Investment and
Finance Committee resolved on 26 October 2017 to approve the HEA transaction
subject to numerous conditions. At this stage, Mr Sean Maritz had been appointed
acting Group CEO on 6 October 2017 in the place of Mr Johnny Dladla (Mr Dladla). On
20 October 2017, Mr Maritz, Mr Cassim and Mr Pillay met with HEA representatives.
Mr Pillay indicated during the meeting that the signing of the ADFA with HEA would not

be a solution given Eskom's liquidity constraints.

The usual procedure following an RFP would have been for an independent valuation
of the various proposals. This step was not taken. However, several of the proposals
received were shortlisted for further consideration. One of these was the HEA proposal.
While Eskom was considering these proposals, which were long term proposals, to
operate largely over fifteen years, HEA suggested that Eskom enter into a short term
transaction with HEA, to operate for between three to five years. This was considered
to be urgent because of Eskom's liquidity problems and the RFI process was not

followed.
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Eskom then made a proposal for short term financing to HEA. HEA responded that the
proposal was not achievable because its implementation would require a government
guarantee. Nevertheless, at its meeting on 27 October 2017, the Investment and
Finance Committee resolved that Eskom Treasury negotiate a short term facility up to
a maximum of R2 billion for six to twelve months with HEA. At the same time, the RFP

process continued.

A board meeting was held on 27 October 2017. Mr Maritz and Mr Khoza did not attend
this meeting as they were away meeting with the Minister. The board resolved at this
meeting to approve the HEA short term facility subject to certain conditions but no

authority was given to proceed with the HEA long term facility.

On his return, Mr Maritz demanded to know why the HEA long term facility was not to
be signed. Mr Pillay sent Mr Maritz all relevant documents and explained that, as due
process had not been followed, the contract for the long term facility could not be signed.

Mr Maritz responded that he was, nevertheless, going to sign.

Mr Maritz then proceeded to go against the board's decision or advice and signed the
documents for the HEA long term facility. Nothing further was then done about the HEA
short term facility. Although the RFP process continued, HEA continued to be treated

preferentially by Eskom.

The next day, an informal meeting took place, convened by the company secretary, and
attended by Messrs Maritz, Khoza, Cassim, Sathiaseelan Gounden (Mr Gounden) the
Chairman of Audit and Risk, Dingaan Simphiwe (Mr Simphiwe) the Chairman of the

Investment and Finance Committee, and Mr Pillay.

At this meeting, Mr Maritz stated that he had been to see the Minister (Ms Brown) and

the Minister had said it was okay, he could sign. Mr Pillay responded, in effect, that the
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Minister did not have the power to authorise Mr Maritz to sign. This was the province
of the board. If the long term facility proceeded, it would amount to fruitless and wasteful

expenditure.

HEA then submitted an invoice dated 2 November 2017 to Eskom for the development
fee amounting to USD21 888 000 (twenty-one million, eight hundred and eighty
thousand Dollars), inclusive of VAT. Mr Pillay gave instructions that the invoice was not
to be paid as the agreement underlying the invoice was not valid. Towards the end of
December 2017, the HEA representatives submitted an updated ALFA to Mr Maritz for
him to sign. Mr Maritz signed the updated ALFA. Shortly thereafter, HEA submitted an

invoice for payment.

Mr Pillay asked Mr Maritz why he was so anxious to get the HEA ALFA signed. Mr
Maritz said that Mr Khoza was putting pressure on him. Mr Pillay heard Mr Khoza and
Mr Madida of HEA discussing the transaction over the telephone in vernacular. On
another occasion, Mr Khoza called Mr Pillay to his office to warn him that Mr Maritz did
not like working with Mr Pillay and warned him (Mr Pillay) to be careful and that he was

not cooperating with Mr Khoza and Mr Maritz.

On another occasion, Mr Pillay was called to Mr Maritz's office. Mr Maritz told him that
he had a whistleblower report that Mr Pillay had received a bribe for RS million from
some Russian company, which had built Mr Pillay a house in Plettenberg Bay. Mr Pillay

did not see the alleged report and no such allegations were ever lodged with Eskom.

When Mr Pillay became aware that Mr Maritz was going to sign the agreement with
HEA, a few days before the contract was signed, he went without an appointment to the
office of the Director-General (DG) of the National Treasury, Mr Dondo Mogajane (Mr
Mogajane), waited in this official's office and, when the official had a few minutes to

spare, reported the facts of the HEA transaction to him. Mr Pillay felt that he could not
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safely report his concerns to the Eskom chair or any of the board members. They then
followed a process by which Eskom formally applied for SARB approval to demonstrate
that it was following process while privately the Eskom officials, including Mr Pillay,
informed the National Treasury officials that permission should not be granted. On 4

August 2018, the SARB approval previously granted to Eskom was suspended.

Eskom informed HEA that it would not pay its invoices and that it would litigate the
matter if necessary. An investigation into the transaction by attorneys BGB was

commissioned. During that process, Mr Maritz resigned on 1 March 2018.

The fees provided for in the several contractual documents were never paid. This led

to hostility between Mr Pillay and Mr Thomas.

It seems clear on the evidence before the Commission that certain Eskom officials
conspired with Mr Thomas and certain individuals outside Eskom to bind Eskom to a
transaction pursuant to which Eskom would pay out a very substantial sum of
USD21 888 000 (twenty-one million, eight hundred and eighty thousand Dollars) as a
raising fee before any money had been raised and paid to Eskom. If the final agreement
provides in this regard as the original term sheet does, the liability to actually pay the
amount of the loan was imposed on HEA, a South African company incorporated for
the specific purpose of doing business with Eskom. The strong probability is that HEA
had no ability to advance billions of US dollars to Eskom. If that happened, Eskom had
no recourse and, if it had paid the raising fee of USD 21 888 000 (twenty-one million,
eight hundred and eighty thousand Dollars), it would have been unlikely to recover any
part of that sum. All those Eskom officials who pressed for the raising fee to be paid
are prima facie guilty of fraud because they sought to induce Eskom to act to its
enormous financial prejudice, representing that this transaction was regular and in

Eskom's interests, and well knowing that such representation was false.
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In the end, Eskom did not suffer the huge financial prejudice contemplated by those
who promoted this scheme. Nevertheless, it is likely that expenses were incurred in
preparation for the ultimate anticipated payout. That Eskom was saved from this
financial disaster is due to the courageous actions of Mr Pillay in evading bureaucratic
entanglement and reporting the facts of the scheme to the highest officer in the National

Treasury, who then promptly took steps to protect the country's money.

Although Eskom did not pay out the raising fee to HEA, | recommend that the
prosecuting authority consider the facts of the case with a view to holding those

responsible criminally liable.

It is important not to get bogged down in detail in relation to this transaction. There was
considerable evidence about bureaucracy, process and personal conflict within Eskom,
and between Mr Pillay and Mr Thomas of HEA. However, the essence of the matter is
that Eskom was seeking to raise money from outside its usual institutional sources in
circumstances in which it would not need to provide a government guarantee to the

lender.

Loan procurement differs from most other types of procurement because the product
offered by the lenders was identical: money almost invariably measured, whatever the
source and whoever the supplier, in US dollars. What differed was the rate of interest,
the fees paid to the middleman or broker and the terms on which the transaction was
to be concluded, in particular how loan money was to be paid to Eskom, how it was to

be repaid and what would happen if Eskom defaulted.

Viewed from this perspective, it is extraordinary, even inexplicable, that Eskom could
ever have considered approaching the HEA transaction on the basis that it offered a
unique supply that could not be replicated by any other market participant. Absent a

cogent reason for pursuing the HEA transaction with such unusual enthusiasm, it is
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probable that for one reason or another, the officials in Eskom who supported this
transaction in its original form wished to prefer HEA over any other potential lender in

this class.

The most obvious shortcoming in the HEA proposal related to the upfront fee structure.
The term sheets which formed the basis for the transaction are exceptionally vague
about the source of the funds which are to constitute the product supplied. HEA itself
was a company specially created for the HEA transaction. Its parent company is said
to be China Huarong based in China, with assets under management in excess of
R2 trillion.%%% The proposal by HEA embodied in the signed term sheet is said to be
part of the overarching master ALFA to be concluded between HEA (or its nominee)
and Eskom as an asset refurbishment/creation program value initially of USD 1,5 billion.
There is no specific commitment as to how much money is to be paid to Eskom, on
what dates it will be paid and who is liable to Eskom to pay it. The lender is defined in

clause 8 of the signed term sheet as HEA, or its designee (Lender).

Against that background, the once off Facility fee of 1,6% of the amount of the program
value, payable on the signature of the ALFA is commercially outrageous. This would
commit Eskom to an upfront payment of 1,6% of USD1.5 billion, which equates to

approximately USD24 million before a single cent had entered the coffers of Eskom.

It is little wonder that the Eskom Treasurer, Mr Pillay, resisted this aspect of the
transaction so strongly. It remains unexplained why the then CFO, Mr Anoj Singh, who
signed the term sheet, and the acting Group CEO, Mr Maritz, who signed the ALFA,

should have promoted the transaction so unreservedly.

1694 Exhibit U6 pp AFP-385.
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There does not appear to have been any justification for the signing of the term sheet.
Signing the term sheet was not in accordance with Eskom's usual practice and it is
difficult to see what benefit there was in legally committing Eskom to its terms. It seems
as if the purpose in signing the term sheet was to push Eskom closer to HEA and afford

HEA preferential treatment over its competitors for Eskom's business.

It does not appear to be in dispute that no board approval was provided for the
conclusion of the HEA transaction. This alone rendered the signed contract with HEA
invalid. Fortunately, the invoice submitted by HEA was never paid and the HEA

transaction therefore caused Eskom no direct loss.

Nevertheless, it would appear that there is at least a prima facie case of attempted theft
or fraud against Mr Anoj Singh, who signed the term sheet, and Mr Maritz, who signed
the contract documents on the strength of which the invoice for USD21 888 000
(twenty-one million, eight hundred and eighty-eight thousand Dollars) was submitted to

Eskom. A similar case could be made against Mr Thomas of HEA.

General conclusion and recommendations: Huarong

Linking these conclusions to the terms of reference of the Commission: Huarong

2142.

The Commission's findings, report and recommendations on this topic are made
pursuantto ToR 1.1, 1.4, 1.5 and 1.9. The attempt to commit Eskom to a contract with
HEA providing for an upfront payment of a raising fee of some USD24 million before
any money allegedly raised to lend to Eskom amounts to corruption as contemplated in

the ToR identified.
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Recommendation

2143. It is recommended that the law enforcement agencies undertake such further
investigations as may be necessary with a view to a possible prosecution of Mr Anoj

Singh and Mr Maritz in regard to their respective roles in the HEA transaction.
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Eskom and McKinsey -Regiments -Trillian

2144. The Regiments Capital and Trillian Management Consulting were implicated in
allegations of corruption and state capture in a number of state entities and have been
investigated by the Commission. Both were very small local companies doing advisory
work largely of a financial and management consultancy nature where Mr Eric Wood
(Mr Wood) featured prominently as a director, and who appeared to have a strong
ZRUNLQJ UHODWLRQVKLS ZLWK 0U 6DCLPN tMMD DWHKIHUZBNG WD
to secure contracts with government entities. Mr Wood led a division of Regiments that
had been a partner of McKinsey and Company Africa (Pty) Ltd (McKinsey). As partners,
that Division of Regiments and McKinsey had been getting work from certain state-
owned entities. That Division or Unit of Regiments became Trillian Capital Partners
(Pty) Ltd (which was the holding company of Trillian Management Consulting (Pty) Ltd)

on 1 March 2016%% whose main shareholders was Mr Salim Essa. 169

McKinsey -Regiments relat ionship at Transnet

2145. McKinsey and Regiments had a history of working together at Transnet since 2012,
which predated that of the work they undertook together at Eskom from 2015. The
evidence led before the Commission in respect of their roles at, and, relationships with
Transnet is important for a proper understanding of what they did at Eskom from some
time in 2015 onwards. McKinsey and Regiments also partnered to secure contracts at

SAA through a corrupt relationship between Regiments and an SAA official.»®% In total,

1695 EB14 (b), Court application by Regiments & Directors, p 679.37, para 52 and p 679.44 paras 73-74; Ms Bianca
*RRGVRQYV DIILGDYLW S S OV ORVLOR ORWKHSXfV DIILGDYLW S
1696 (0p 6HH 0OV *RRGVRQYV DIILGDYLW (% S SDUD WKDW 0U 6DOLP (VVD
Capital Partners (Pty) Ltd, a holding company of Trillian Management Consulting (Pty) Ltd.

1697 YR) ([KLELW 99 6&)2)$ S SDUD 6HH DOVR 3DUW 9ROXPH Rl WKLV &RF
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McKinsey was paid just under R1.9 billion in connection with contracts shared with

Regiments or Trillian at Eskom, Transnet and SAA . 16%

I1RWH WKDW IURP WKH SRLQW DW ZKLFK 5HJLPHQWY JHWYV

Development Partner (SDP) at Transnet, there is a succession of sole-source contracts
awarded to the McKinsey-Regiments consortium starting from 2013 and continuing
through 2014 and 2015. Moreover, from 2012 the fees at Transnet were growing
exponentially: by 70% compared to the year before, further escalating under the first
sole-source contract in 2013, doubling from 2013 to 2014, and by 2015 had increased
again. McKinsey would land seven contracts by confinement at Transnet, with the

same consortium, in the space of eighteen months.1%®

$W (VNRP OF.LQVH\fV HDUQLQJV ZRXOG JR RQ WR GZDUI D

Transnet or previously at Eskom, at over R1 billion in under a year.17%

Pressure for a contract for Regiments in 2014

2148.

In 2014, the year before Mr Anoj Singh and Mr Brian Molefe were seconded from
Transnet to Eskom, Regiments tried with only limited success to get consulting work at
Eskom. It appears that pressure was applied by Public Enterprises Minister, Mr Malusi
*LJDEDYVY DGYLVRU 0U 7KDPVDQTD 0VR Priew Gtdup QFRORL
FD, Ms Tsholo Molefe, who had been appointed into that position in January 2014. Mr
Msomi complained to Ms Tsholo Molefe that there was insufficient transformation in the
award of Eskom contracts, that he hoped she would improve the situation. Mr Msomi
then arranged for Ms Tsholo Molefe to meet a supposed aggrieved supplier, which

turned out to be Mr Salim Essa. However, it appears that he was not actually an

1698 Exhibit VV10, SCFOFA p 80 Table 33.
1699 Transcript 10 December 2020, p 273.
1700 Transcript 10 December 2020, page 150.

RQ (VN
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aggrieved party, but was attempting to use access to Ms Tsholo Molefe to create a
relationship that would be useful to land contracts at Eskom. This strategy did not work
with Ms Tsholo Molefe, who referred Mr Salim Essa on to the relevant tender processes

DQG GLG QRW HOWHUWDLQ OU OVRPLYV IXUWKHU DSSURDFKH

2149. However, a new situation appeared to be contrived where Mr Salim Essa would return
at a very opportune moment to conveniently offer the services of Regiments Capital.
According to Ms Molefe, a financial sustainability plan developed by her was deemed
insufficiently robust by Eskom Chair Mr Zola Tsotsi, who said that Minister Brown

demanded a more robust plan to be submitted within three months. 17

2150. In response, Mr Colin Matjila (Mr Matjila), then acting Group CEO, offered to assist and
organised to meet with Ms Tsholo Molefe out of the office where he suggested that she
make use of an external service provider. Pursuant to this suggestion, Mr Matjila
introduced Mr Salim Essa to Ms Tsholo Molefe at a privately arranged meeting in Monte
Casino, Fourways, and Mr Salim Essa offered the services of Regiments Capital.17%2
Following this, it appears that Mr Matjila pushed hard to get a contract signed off for
Regiments Capital, whilst Ms Tsholo Molefe resisted taking up their services, not least
due to the absence of a competitive tender process and that she felt that they were
over-priced. Her resistance was also because the work Regiments Capital was offering
to do was not the revised financial sustainability plan that Mr Tsotsi demanded, but was
limited to outlining a few initiatives tKkDW FRXOG EH WDNHQ WR XQORFN F
balance sheet. This was work that Ms Tsholo Molefe felt Eskom had the capacity to
do.1’® Her evidence is also that Regiments Capital delayed in submitting its proposal,

and what they ultimately submitted was not a proposal, but an agreement for Eskom to

1701 ([KLELW 8 OV 7VKROR OROHIHYYV $IILGDYLW GDWHG -X 0\ S SDUD
1702 (0p OV 7VKROR OROHIHTV $IILGDOXLW VXSUD S SDUDV
1703 Transcript 6 October 2020, pp 200-201 & 206.
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VLPSO\ VLIJQ 7KLV LV ZKDW VKH UHVLVWHG DQG ZRXOG QRV

RQ KHU WR VLJQ WKH DJUHHPHQW PXPK WR OU ODWMLODTV I

2151. The deadlock was only broken by the Board giving a mandate in writing to Ms Tsholo
Molefe that Regiments Capital was permitted to test the viability of their proposed
financial options for Eskom in a high-level desktop exercise, for which Regiments

Capital was paid R1 million.

2152. As discussed above, Ms Tsholo Molefe would be suspended the next year, in March
2015, on spurious grounds, and then pushed to leave the organisation, which she

ultimately did.

Forces align in 2015 to bring Regiments and McKinsey a large contract

2153. Regiments Capital and its off-shoot company, Trillian, would find it much easier to get
work at Eskom from 2015, and on a far greater scale. As they did at Transnet,
Regiments Capital partnered with McKinsey again on the same basis for contracts at
Eskom, and were utilising the services of Mr Salim EssaaV D 3% XVLQHVY '"HYHORSP
3DUWQHU" WR ODQG FRQWUDFWYV LQ UHWXUQ IRU D ODUJH
Mothepu, a former senior employee of Regiments, testified how the company had
struggled to get government contracts when she first worked there during 2007 to 2010,
but that, when she returned in May 2015, this had changed significantly with the
assistance of both Mr Salim Essa and Mr Kuben Moodley. Ms Mothepu testified that,
if ever someone at Regiments was having a problem, they would call Mr Salim Essa

DQG LW ZRX®®E KDSSHQ’

1704 (9p OV 7VKROR OROHIHYV $10paeaB.YI-W. VXSUD S
1705 Transcript 10 December 2020, p 51-52.
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2154. 1t is significant that Mr Sinton of Standard Bank testified that in a meeting with
5HIJLPHQWVY GLUHFWRUV O0OU 1LYHQ 3LOOD\ DQG 0OU /LWKD
McKinsey had offered to partner with Regiments on an expected project at Eskom, on
WKH VDPH WHUPV XVHG LQ OF.LQVH\TVY SURMHFWY DW 7UDQVC
30% of all revenue from the project, but that it would have to pay 30% of this on to Mr

Salim Essa.17%

2155. In addition, Mr Brian Molefe and Mr Anoj Singh, the Group CEO and Group CFO at
Transnet respectively, who had been key in securing the McKinsey and Regiments
team contracts at Transnet, would move over to Eskom during the course of 2015 and
occupy the same crucial positions, initially in acting capacities, before being appointed
to these positions. The evidence on the suspensions of certain Eskom executives in
2015 shows how those executives were pushed out of Eskom by the Eskom Board that
had many Board members who had connections with the Guptas or their associates

vacated to make way for these new executives.

McKinsey, Regiments and Eskom discuss proposals tinformally and secretively

2156. OF.LQVH\ VHQW 3XQVROLFLWHG” SURSRVDOV WR (VNRP GXULC
it offered to continue workiQJ RQ WKH p7RS (QJLQHHUVY SURJUDPPH WK
for Eskom, which involved training a cohort of Eskom engineers to provide an in-house
consulting capacity rather than outsource the service. However, Eskom had not taken
up this offer, despite several proposals by early 2015, with the reasons given as largely

due to funding constraints.’%’

2157. McKinsey and Regiments then jointly submitted a proposal to Eskom on 20 April 2015

WLWOHG 3% XLOGLQJ DQ ,QWHUQDO &RQVXOWLQAcKB@LW IRU (

1706 Exhibit U10, p.12-15. Cf: Transcript 12 March 2019, p 113.
1707 (%6 F  OU (GZLQ ODEHODQHYTV $IILGDYLW S SDUDYV WR
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FDVK’ 7TKDW WKH\ VXEPLWWHG WKHLU SURSRVDO RQ WKLV (
the date on which Mr Brian Molefe started at Eskom on secondment from Transnet as
Acting Group CEO. The work areas proposed included: creating an internal consulting
unit based on the previous Top Engineering Programme; interventions to reduce
HISHQGLWXUH RQ SURFXUHPHQW 3:EDODQFH VKHHW RSWLPL
DQG DVVLVWLQJ ZLWK 3XQORFNLQJ IXQGLQJ VRXUFHV™ IRU
position 7KH GRFXPHQW SURSRVHG WKDW WKHVH VHUYLFHV EH
ZKHUH SD\PHQW ZRXOG EH EDVHG RQ D SHUFHQWDJH RI WKH
DFKLHYHG IRU (VNRP DQG VXSSRVHGO\ WKLV ZRXOG PDNH
rather than require a budget from Eskom.'’% Dr Alexander Weiss, the senior partner
DW OF.LQVH\ ZKR VHUHYBXRDVWNRP TV &OLHQW 6HUYLFH 7HDP LC

that the suggestion of this approach came from Eskom.'’®® He stated:

SSURXQG ODWH R U orhRppdached Mgiihisley about training a third

cohort of Top Engineers. While the program had been very successful, we
XQGHUVWRRG WKDW (VNRP ZRXOG QRW EH DEOH WR IXQG
request, in late January 2015 my colleagues and | prepared a proposal in which

McKinsey would train a third cohort of Top Engineers, and Eskom would only pay

McKinsey for the training if Eskom realised savings from certain procurement
SURMHFWY RQ ZKLFK OF.LQVH\ ZRUNHG ~ RZQ HPSKDVLYV

2158. According to Mr Mabelane, the idea originated from Mr Koko who wanted to replicate
OF.LQVH\TfV DOOHJHG VXFFHVV LQ D SUHYLRXV SURJUDP Q

elsewhere within Eskom, their own newly created unit called Internal Engineering

Consulting Unit.t"®  The training program was coGH QDPHG p7RS (QJLQHH

SBURJUDPPHY

1708 (o5 G OU 3KDNDPDQL +DGHEH TV $11LGD Y2 MarthQONBKo187lpate 68R X UW GDWHG
1709 (o6 F OU (GZLQ ODEHODQHYTV $IILGDYLW S SDUD DQI8 'U :HLVVY 6WL
1710 U ODEHODQHTV DIILGD ¥i782.58/11.3.

1711 |d p702.58/11.5.
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2159. However, Dr Weiss stated that Eskom did not move forward with the program at the
time,2 XQWLO DURXQG 0D\ ZKHQ DFFRUGLQJ WR KLP S30F.|
WKH SRVVLELOLW\ RI D ODUJHU pvwaxXMdeiz M XQ|Sifighdand® JUDP Z L\
RWKHUV DW2RB(VWRIPV VLJQLILFDQW WKDW 0D\ LV ZD\ EHIR
secondment to Eskom, on 1 August 2015,"** and yet he was part of discussions with
McKinsey and Mr Brian Molefe for work to be rendered at Eskom, whilst he was an

employee of Transnet and not of Eskom.

2160. Dr Weiss said that McKinsey-

3>(@YHQWXDOO\ DJUHHG ZLWK (VNRP WR FRQGXFW WKLV
conjunction with the Top Engineers program, and to train a greater number of Top

Engineers than previously discussed. Eskom requested that the entire program be

IXQGHG RQ DQ L-RSNVRW HBIOWE§hphasis)

2161. Mr Mabelane confirmed that due to lack of funding as well as the restriction on using
consultants which was adopted in line with National Treasury Note 2013/2014, the Top
Engineers program stalled.2’® In fact the top engineers were deployed to undertake
FHUWDLQ IXQFWLRQV WKDW ZHUH H[HFXWHG ZLWXRXW OF.L!
They were deployed to support individual executives in their day-to-day functions, as

well as support the CFO (then FD) on the Business Productivity Program (BPP).

2162. Mr Mabelane said:

S9DULRXV I1XQGLQJ DYHQXHV ZHUH H[SORUHG IRU DOPRVW
SURSRVDO IRU WKH 0$67(5 6(59,&(6 $)*as(@ei/eldped @b

supported by the newly appointed acting CE, Mr Molefe. At the time, | had taken

custodianship of the program in my role as Acting Group Executive: Group

Mm2'y :HLVVY 6WDWHPHQW S

1713 1d p 688 para 17.

14 (% D OU 6LQJKYV DIILGDYLW RQ 7HJHWD S
M5'y :HLVVY 6WDWHPHQWI8YXSUD S

1716 U ODEHODQHTV DIILGDYLW-MXSUD S

1717 |1d p 702.59/11.7.
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Technology & Commercial. The team from McKinsey introduced me to the various
unsolicited proposals that have [sic] been shared with various stakeholders and in
SDUWLFXODWe0U .RNR ~

2163. Mr Brian Molefe officially joined Eskom as Acting Group CEO on or about 20 April 2015,
pursuant to an announcement made by Minister Brown on 17 April 2015. Mr Anoj Singh
joined Eskom as Acting GCFO on 1 August 2015. Evidence shows that McKinsey and
Regiments Capital held extensive consultations with Mr Anoj Singh in the months prior
WR OU $QRM 6LQJKYV FRPPHQFHPHQW GDWH DWneVRRP %RWE
Weiss, and Mr Anoj Singh, describe these consultations as having been intended to
helpon-ERDUG O0U $QRM 6LQJK DQG 0U %ULDQ OROHIH EHFDXVH
extensive insight into Eskom after years of working with Eskom. As Dr Weiss put it, this
ZDV S\WR KHOS OU OROHIH DQG OU 6LQJK VXFFHHG LQ OHDGLQ.
P\ FROOHDJXHY DQG , SURYLGHG H[WHQVLYH LQVLJKW DQG
ZRUNHG ZLWK 0OU OROHIH R 6lows/emitlik steadddrthaHdutsiders
VKRXOG WDNH LW XSRERKUHEYV B Q YRMdWZEi#1&Eshould have
been played by people within Eskom. That is those who dealt with the issues at hand,
to which McKinsey would not be privy. It is very strange that, when you join a company,
you should be given an insight into the workings of that company by an outsider to that
company rather than by officials of the company you are joining. That Mr Brian Molefe
and Mr Anoj Singh accepted this may be an indication that they were already listening
to someone outside of Eskom on what they should in Eskom. That would happen when
you are captured. This is more so because neither Mr Brian Molefe nor Mr Anoj Singh
said that it was someone within Eskom who said that they should let McKinsey give

them the analysis or induction that McKinsey appears to have given them.

1718 U ODEHODQHTV DIILGDYLW VXSUD S SDUD
1719 'y :HLVVY 6WDWH P HIQ ad Srans@ipt:ULD December 2020, p16 & 23.
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SHJLPHQWY ZHUH SUHVHQW DW WKHVH PHHWLQJY DOOHJI
FRPSRQHQW™ RI WKHVH EULHILQJV W LV KRZHYHU DUJXDE
experience WiWK (VNRP ZRXOG JLYH WKHP HYH®RDUHEFV DIQ\RXQMUHGNR ¥
WKHLU UROH DW (VNRP OU $QRM 6LQIJK WHVWLILHG WKDW W
YLHZ RI WKH ZRUOG"™ EXW DW WKH VDPH WLPH WKDW KH WK
answer out of Eskom staff and that from McKinsey he would get a quick answer to
understand why there was a problem and get to the root of the cause.'’?® This
explanation does not make sense. That is that people within Eskom would not know

what challenges Eskom was facing.

7KH UHDO UHDVRQ IRU WKH PHHWLQJYVY LV LPSRUWDQW EHFL
ERDUGLQJ" GRHV QRW KROG ZDWHU WKHQ 0OV ORWKHSXYV H\
UHDO SXUSRVH ZDV WR GLVFXVV OF.LQVH\ DQG 5HIJLPHQWVY ¢
Agreement (MSA) and possibly reach an understanding with Mr Anoj Singh ahead of
any formal decision by Eskom. This conduct was irregular and impermissible.
SHILPHQWVY SUHVHQFH ZRXOG WKHQ PDNH PRUH VHQVH 1
WKHPVHOYHV DV ifdnded) Sugplfe¥ Development & Localisation (SDL)

partner at Eskom.

As shown above, Dr Weiss admitted that from May 2015 discussions began with Mr
Brian Molefe, Mr Anoj Singh and others about the possibility of doing a Turnaround
Programme for Eskom, in addition to the Top Engineers Programme, which McKinsey
eventually agreed to do.r’?t  Mr Anoj Singh sought to deny this,’?? but later conceded
the meetings and that aspects of the MSA or Turnaround Programme formed part of
discussions at those meetings. Former Regiments employee, Ms Mothepu, confirmed

that these were consultations regarding a proposal by McKinsey and Regiments to offer

1720 Transcript 18 March 2021, p 29.
1721 Eskom Bundle 14(c) p 688 para 17.
1722 Transcript 18 March 2021, p 25.
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services to Eskom, at which she was present, and which were held off-site, in a

secretive fashion and code-QDPHG 33URMHFAW 3DQG

2167. Far from his downplayed version of events, it appears that Mr Anoj Singh was in fact
giving extensive direction to McKinsey and Regiments to work on their proposal and
also required them to do actual preparatory work for him. In a series of meetings in July
2015, Mr Anoj Singh apparently outlined the key challenges that they should focus on
and find solutions to, then provided them with Eskom documents to study and had them
draw up a proposal for what his priorities should be for his first hundred days in office.1"?*

7KLV LV EDVHG RQ OV ORWKHSXTV HYLGHQFH

Eskom disregards the requirement for National Treasury approval

2168. A submission dated 13 May 2015 was prepared by Mr Mabelane, the Acting Group
Executive of Technology and Commercial and Chief Procurement Officer, requesting
that the Eskom Board authorise negotiations to take place for the appointment of
McKinsey as a sole partner for the development of the new Internal Consulting Unit on
D VROH VRXUFH RU pDW ULVNY EDVLV ddievitgRSVsAVDIWEEL QJ VHU\
for Eskom under a Master Service Agreement.!’?® The memorandum made the

following recommendation:172

3, W LV UHFRPPHQGHG WKDW WKH VWUDWHJ\ IRU WKH GHY
Consulting Unit be approved and that the Acting Group Executive: Technology &
&RPPHUFLDO EH DXWKRULVHG WR SXW PHDVXUHV LQ SODFH
commercial processes to secure the services of McKinsey as a sole partner for the

purpose of implementing the recommendation on the following parameters:

Mckinsey & Co be contracted in a manner that is self-funding and the project

duration be limited to a maximum of three (3) years;

1723 Exhibit U32, p 574, para 20-22; Emails for meetings (EB14), p811.447 - 811.451; Transcript 14 January 2021,

pp146 and150.
1724 Transcript 14 January 2021, pp 154-156.
1725 0U ODEHODQHTV DIILGDYLW VXSUD OHPRUDQGXP S

1726 EB14(c) p 829.5.
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The BPP value package on optimisation of Eskom's external spend, currently
located within Group Commercial, be used as base project to generate savings that

will fund project set-up costs;

The development of packages relating to the unlocking of cash by optimising the
balance sheet, the unlocking of funding sources through additional financing
opportunities and claims management at Medupi, Kusile and Ingula, was approved.
These projects to be included at Eskom’s sole discretion on a case by case basis

depending on value to Eskom.

Other projects would be added as they are identified and as the programme

matures; and

That a Negotiating Team that would also serve as a Steering Committee for the
development of the Eskom Internal Consulting Unit, be authorised under the

Chairman of the Acting Group Executive: Technology and Commercial.”

2169. Mr Brian Molefe approved the submission on 13 May 2015 and the Bid Tender
Committee, a subcommittee of the Board approved it by round robin on or about 6 July

2015,7% as follows:

No | Committee Member Date

1 Mr Zethembe Khoza (Chairperson) | 1 July 2015

2 Ms Nazia Carrim 3 July 2015
3 Ms Chwayita Mabude 6 July 2015
4 Ms Viroshini Naidoo 6 July 2015

2170. The revised round robin document to be signed by Board Tender Committee members

was dated 6 July 2015. It is unclear how Mr Khoza and Ms Carrim signed off for

1727 EB14(c) p 829.14 to 829.18
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approval on 1 and 3 July 2015 respectively on a document that was only submitted to

the Board Tender Committee on 6 July 2015.

2171. Mr Prish Govender prepared a document dated 18 May 2015 which purported to
provide justification for the use of a sole source provisions to procure McKinsey as the
service provider for the contract. That document was approved by Mr Mabelane on the
same day. The same document was reviewed and approved by Ms Susan Daniels on
26 May 2015.172% 7KH JURXQGV Rl MXVWLILFDWLRQ ZHUH VDLG WR
intellectual property over the Top Engineers Programme, its unique insights into Eskom
as a result of previous work and that an in-depth analysis showed that there was only
one supplier, viz. McKinsey, in the market capable of delivering what Eskom

required.*’?®

2172. However, the justification of the sole source basis was questionable, as there were
numerous, large and experienced consulting firms in South Africa that could have

FRPSHWHG IRU WKH pWXUQDURX®WGYT W\SH RI FRQVXOWLQJ ZF

2173. If the motivation was that McKinsey was uniquely positioned to deliver because of their
previous Top Engineers work for Eskom, then it would not make sense that any of it
could be outsourced to another party, such as Regiments or Trillian, nor could this
reasoning apply to all the other elements of the contract that had nothing to do with the
7RS (QJLQHHUV SURJUDPPH ,Q DQ\ HYHQW O0U ODEHOD

recommended that McKinsey be appointed as the sole service provider.

1728 EB14(c), p829.7 + DQG IRU OV 'DQLHOfV PHPRUDQGXP VHH (% F S

1729 EB14(c), p829.2, para 3 and p705- PHPRUDQGXP WLWOHG pu$SSURYDO RI 6WUDWHJI\ W
(QJILQHHUV 3URJUDPPH"’

1730 Transcript 14 January 2021, p 174 & 191.
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2174. Ms Mothepu testified that Eskom had internal teams with the expertise and skills to
perform the duties that were outsourced to Trillian, and also believed that Eskom was,

instead charged exorbitant fees but did not get value for money.*"3!

2175. 7TKH JURXQGV RI MXVWLILFDWINRQDIRSWU R D E®IW R WiIBMV FRQWUD

was heavily disputed within Eskom, and was clearly unlawful:

2176. OU %ULDQ OROHIH VRXJKWLWNRT MDSBVIRID MKKRQUDWKH EDVLV Wk
carrying very high costs for external consultants, and that McKinsey would help to
develop an internal consulting capacity within Eskom from which there would be huge
savings realised, and from which McKinsey could be paid and thus would not require
any upfront cash outlay.”®2 However, the risk-based approach was not permitted under
Treasury Regulations. Furthermore, the amount of fees that could be charged was

neither quantified nor capped, and such a system could easily be abused.

2177. National Treasury Instruction Note 1 of 2013/14 on Cost Containment Measures, which
came into effect on 1 January 2014, essentially provided that consultants could only be
appointed on a fixed fee basis and that any deviation from the requirement had to be
applied for in writing to the Director-General of the National Treasury.”*®* National
Treasury Instructions are issued pursuant to section 76(4) of the Public Finance
Management Act (PFMA) and are applicable as part of the PFMA.1"3* Section 76(4) of

the PFMA reads:

"(4) The National Treasury may make regulations or issue instructions applicable

to all institutions to which this Act applies concerning 2

(a) any matter that may be prescribed for all institutions in terms of this Act;

1731 (% E OV ORWKHSXTV $IILGDYLW GDWHG 1RYHPEHU S SDUD

1732 Exhibit 38, p 32/108.

1733 EB14 (d), National Treasury Note 01 of 2013/2014, p877.296; para 4.2 (p877.297), para 5 (p877.300).

134 6HFWLRQ RI WKH 3)0% GHILQHV WKH 3$FW" DV LQFOXGLQJ DQ\ iégiJIXODWLRQ'
alia, section 76.
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2179.

2180.
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(b) financial management and internal control;

(c) the determination of a framework for an appropriate procurement and
provisioning system which is fair, equitable, transparent, competitive and cost-

effective;
(d) audit committees, their appointment and their functioning;
(e) internal audit components and their functioning;

(f) the administration of this Act; and (g) any other matter that may facilitate the
application of WKLV $FW °

In other words, they constitute statutory law and must be complied with, unless National
Treasury approval for deviation has been secured, as envisaged in Section 79 of the
PFMA.1"3 |t is significant that the Treasury Instruction also stipulated that a request for
a deviation could only be considered after the Presidency had been consulted and has

consented to the deviation.”36

Eskom was in no doubt that the Instruction Note needed to be complied with when
incorporating the requirementinitsown SURFXUHPHQW SROLF\ LQ

for the Implementation of the National Treasury Cost Containment Instruction and

(VNRP

*RYHUQPHQW *DJHWWHY VHWYVY RXW KRZ (VNRP ZRXOG FRPSO

Containment Measures of the 2013/2014 Note, with clause 2.2.2.3 setting out that the
rates at which consultants were to be remunerated had to be not higher than those set

out by a particular list of authorities.2”®” The Directive was dated 7 July 2014.1738

Mr Koko clearly understood this legal requirement, having been part of signing off on
an updated Eskom version of this policy in August 2015.1%® Mr Koko authorised the

relevant Eskom Position Paper, PP0O3 of 2015, by his signature on 21 August 2015.

173535ection7 UHDGV

or instruction or any condition imposed in terms of this Act and must promptly inform the Auditor-General in writing
ZKHQ LW GRHV VR’

1736 National Treasury Instruction Note supra p877.300, para 5.4.

1737 EB18 (b), TEGETA p1022.

1738 EB18 (b), p1019.

1739 EB14(d), p877.304

37KH 1DWLRQDO 7UHDVXU\ PD\ RQ JRRG JURXQGY DSSURYH D G
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This is some 10 days before 31 August 2015, when Mr Koko asked to be provided with
feedback on progress with McKinsey,’4° and well before the conclusion of negotiations

with McKinsey on the MSA.174!

2180.1. It was also before feedback was provided to Mr Koko on 2 September 2015
which was to the effect that National Treasury approval for deviation was

required.1742

2180.2. It was also before the meeting Mr Koko had in October 2015 with Mr Aziz Laher
where he accused the latter of delaying his (Mr Koko) business by saying that

a deviation application was required,*’* and

2180.3. before the Acceptance Letter of 17 December 2015 issued to McKinsey for an
appointment that was knowingly non-compliant with the National Treasury

Instruction Note referred to above.17#

2181. Mr Ismail Mulla of Eskom Corporate Finance: Internal Consulting Unit explicitly called
for work to be done firstly to establish the case for whether an internal consulting unit
was needed, and then to determine the best strategy and partner by which this should
EH GHOLYHUHG 7KLV ZDV VHQW LQ D PHPRUDQGXE, WLWOHG
signed by Mr Mulla on 2 June 2015.174 More importantly in regard to the proposal for
sole sourcing and risk-EDVHG DSSRLQWPHQW O0U O0XOOD LQ UHMHEF

proposal, stated:

1740 (9 F S OU .RNRYV HPDLO WR 0OU (GZLQ ODEHODQH DQG 0OU 3ULVK *RYH
741 (% F 'U :LHVVY 6WDWHPHQW GDWHG 1RYHPEHU S SDUD

1742 (% F OU 3ULVK *RYHQGHUYY HPDLO DQG IHHGEDFN UHSRUW WR OU .RNR S
743 (% F OU $]L] /IDKHUYTV DIILGDYLW S SDUD

1744 EB14(c), Acceptance Letter signed by Mr Edwin Mabelane, p811.110 -811.111.
1745 EB14 (d), Mr PhakamDQL +DGHEHTYTV $IILGDYLW GDWHG ODUFK S
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3$ VROH VRXUFH UHTXHVW IRU WKLV VFRSHMd&InERiE®EN FDQQR\
not the sole provider of consulting services in the market and not the sole provider

in the market of the scope of work set out in this request.

Consultants cannot be appointed for the development, as well as implementation of
strategies, since this poses a conflict of interest and a risk that inappropriate
strategies may be implemented. McKinsey can therefore not be used as consultants
for implementation of projects where they have been appointed to develop the

related strategies.

The NationaO 7UHDVXU\ 'LUHFWLYH GRHV QRW DOORZ 6R(TV
FRQVXOWDQWY RQ D 3VXFFHVV IHH® EDVLVY )HHV TXRWHG P
Treasury instruction effective 1 January 2014. Therefore, the success fee basis for

external consultants cannoW EH HQWHUWDLQHG IRU DSSURYDO °

2182. 7TKH DERYH zZzDV D UHVSRQVH IURP (VNRPTV ,QWHUQDO &RQ\
required to obtain approval for the appointment of a consultant on a sole source
basis.1#® Mr Mabelane had submitted a memorandum for such approval’#” in which
he motivated for the appointment of McKinsey on a sole source basis and at risk. With

WKH UHVSRQVH DERYH (VNRPfV ,QWHUQDO &RQVXOWLQJ 8Ql

2183. In a letter dated 29 June 2015, the Acting Group CFO, Ms Nonkululeko (Veleti) Dlamini,
approved the request for the development of the Top Engineers program into an Internal
Consulting Unit, but subject to conditions which included setting aside budget for the
project for three years and compliance with National Treasury Instruction in relation to
FRQVXOWDQW UDWHYV DQG 3LI DOWHU Q Dhadet isluseHL WeKkdRGRO R J\
WR YHULI\ WKDW LW LV DOORZDEOH ZLWKY Qhe\NEKKEMUXOHV R

executives (driving the process) failed to comply with any of these conditions.

1746 &1 OU ODEHODQHTV DIILGDYLW (% F S WKDW 37KH QH[W KXUGOH :
WKH DERYH RQ D pVROH VRXUFHY EDVLV JRU WKLV ZlKobsHIfihy UkitH GheD SSURY D O
(VNRP ,QWHUQDO &RQVXOWLQJ 8QLW WXUQHG GRZQ WKH UHTXHVW WR XVH OF.L
1747 Firstly, a Memorandum Mr Mabelane signed on 18 May 2015 and secondly a Memorandum Mr Mabelane

signed on 6 June 2015.

1748 |d p1195/80.1 *copy of letter to be incorporated into the bundle.
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2184. Mr Aziz Laher, the Group Compliance Manager and PFMA Corporate Specialist at
Eskom, repeatedly raised the need to apply for a deviation from National Treasury in
September 2015 with a number of Eskom officials including Mr Koko, Mr Prish
Govender, Ms 0D\D %KDQD OV %KDQD OU $QRM 6LQJIJKTV RIILFF

Charles Kalima .17#°

2185. Mr Koko has stated clearly to the Commission that he was aware that a risk-based
contract was not permitted by National Treasury regulations and that he was advising
other colleagues not to make use of it.1”>° However, he tendered no evidence to show
that this was the case at the time when Mr Aziz Laher advised of the need to apply for
National Treasury approval for the deviation. In fact, evidence shows that he was
opposed to Mr $]L] /DKHUYV DGYLFH DQG TXHVWLRQHG ZK\ 0OU $]L]

his business with the view that a deviation application was required.’5?

2186. 'HVSLWH WKHVH LQWHUQDO ZDUQLQJV QHJIJRWLDWLRQV E

OF.LQVH\YfV SURSRVDO SURFHHGHG

(V N R PéKkgcutives involved in the MSA

2187. It appears that, Mr Mabelane, Mr Govender, Mr Anoj Singh and Mr Brian Molefe
represented Eskom in the negotiations. There is conflicting evidence as to whether or
not Mr Koko was also involved. Ms Mothepu testified that he was, at least insofar as
Regiments is concerned, as will be shown below. Dr Weiss said he was not, but that
SOF.LQVH\ EHIJDQ GLVFXVVLQJ WKH SURSRVHG 7RS (QJLQHHU\
capacity as Group Executive for Technology and Commercial, and kept him appraised

of this and related initiatives during his suspension with the expectation that he would

1749 (o5  F OU $]L] /DKHUYV DIILGDYLW S W R1(B512; 10.15-19 M7, PAD2.264 (para
10.30 to 10.31).

1750 Mr Koko, Transcript: 29 March 2021, p.20.

1 (%  F  0U $]L] /Cridadit) 1702864 para 10.30.


















































































































































































































































































































