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PROCEEDINGS HELD ON 11 MARCH 2019  

CHAIRPERSON:  Good morning everybody and yes Mr Lubbe? 

ADV JANNIE LUBBE SC:  Good morning Mr Commissioner and members.  Mr 

Commissioner we are ready to proceed, our next witness is Mr Paul Magula and he is 

ready to take the prescribed oath. 

CHAIRPERSON:  … full names? 

MR PAUL MAGULA:  My name is Paul Magula. 

CHAIRPERSON:  Magula? 

MR PAUL MAGULA:  Yes. 

CHAIRPERSON:  Mr Magula do you have any objection to taking the oath? 10 

MR PAUL MAGULA:  I don‟t have any objection Sir. 

CHAIRPERSON:  If so do you swear that the evidence you‟re about to give will be the 

truth, the whole truth and nothing but the truth, raise your right and say so help me 

God. 

MR PAUL MAGULA:  So help me God. 

CHAIRPERSON:  Thank you very much, you may be seated. 

MR PAUL MAGULA:  Thank you. 

ADV JANNIE LUBBE SC:  Mr Magula just for the record you have decided to come to 

the Commission voluntarily? 

MR PAUL MAGULA:  Yes Sir. 20 

ADV JANNIE LUBBE SC:  The statement, the written statement that‟s been placed 

before the Commission you drafted this statement? 

MR PAUL MAGULA:  Yes Sir. 

ADV JANNIE LUBBE SC:  Were you in any way or manner persuaded by the evidence 

leader of this Commission to add or take out matters in your statement? 
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MR PAUL MAGULA:  No Sir. 

ADV JANNIE LUBBE SC:  Thank you.  Will you then please start by telling the 

Commission first of all who Paul Magula is? 

MR PAUL MAGULA:  Thank you Sir.  My name is Paul Magula I was born in Limpopo 

Venda.  I matriculated in 1994.  I have a BSc degree from the University of Venda; BSc 

Honours from the University of Cape Town; BCom from the University of Cape Town 

and; a BCom Honours from the University of South Africa a Masters in Development 

Finance from the University of Stellenbosch Business School.  Prior working for PIC I 

worked for Alexander Forbes and I worked for Deloitte and Standard Bank.  I joined PIC 

in 2011 as a Credit Risk Analyst and rose through the ranks and was appointed as 10 

Acting CRO Chief Risk Officer in 2014.  After the restricting in PIC in 2015 I was given a 

permanent role of Executive Head of Risk and Compliance, this is a position until I was 

dismissed on the 19th February 2018. 

 During my tenure as both Acting CRO and Executive Head of Risk and 

Compliance I was part of the PIC Executive Committee under the leadership of the 

CEO Dr Dan, former CEO Dr Dan Matjila.  I formed part of all Executive Committees 

within PIC including among others Portfolio Management Committee which is PMC, 

Information Technology and Risk Committee.  Due to my employment at PIC I sat on 

TUHF Board, TUHF Holdings Board, VBS Mutual Bank and Magae Makhaya SA PIC 

Board representative.   20 

CHAIRPERSON:  Is that TUHF an abbreviation? 

MR PAUL MAGULA:  TUHF is an abbreviation Sir. 

CHAIRPERSON:  What‟s the full name? 

MR PAUL MAGULA:  It‟s Trust for Urban Housing Finance.  Trust for Urban Housing 

Finance.  I will later provide an explanation on allegations against me on VBS which is 
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para 144 to 152.  By virtue of being an Executive Head Risk and Compliance I was the 

recipient of all whistleblower reports together with the Head of Internal Audit.   

ADV JANNIE LUBBE SC:  Thank you, yes carry on. 

MR PAUL MAGULA:  A brief description of PIC I thought then I need to bring this forth 

which PIC is an asset manager to most if not all public sector funds which the major 

clients are GPF, UIF and Compensation Fund.  GPF constitute approximately 88% of 

assets under management of the PIC and the GPF it‟s a DB Fund which is a Defined 

Benefit Fund and therefore guaranteed by the Government as an employer.  There is 

therefore an obligation to the fiscus if such fund was to be underfunded.  In other words 

the ultimately recourse is to the taxpayer.  Among other legislation the governance of 10 

PIC, the governance structure of the PIC is defined by the MOI.  The MOI provides that 

there be a Board led by a chairman and board sub-committees.  It further provides that 

there may be an executive management led by the CEO and have functional business 

units lead by the CFO, CIO and the COO etc.   The last MOI was last approved by the 

shareholder in 2015.   

I will come to the risk and compliance structure which I was heading.  The 

division comprised of the credit risk, the market risk, the portfolio performance and 

mandate compliance and regulatory compliance subdivisions.  The division had a team 

of 19 individuals including two administrative staff at the time of my dismissal.  Though 

the division had positions as per organogram it was understaffed as I was never 20 

allowed to fill position without the CEO approving them.  The salary bands approved did 

not allow for firing of experienced risk professionals.  Very often the CEO and CFO 

have always said that they are following a lean support structure compliment.  Even on 

incentives they are biased towards the investment side which creates difficulty to 

motivate for filling up positions within the division.  I did not have power to employ to 
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resources without the CEO approval.  In essence staffing could not happen without his 

approval.   

 Just to give an example of what transpired bullet number 10 states that 

regulatory compliance has operated for a long while without a leader since I entered as 

an Acting CRO I, there was no regulatory compliance had.  Whenever I requested to fill 

the position I was never allowed to fill the position by the CEO.  From the period I was 

an Executive Head to my dismissal that position was never filled same with Credit Risk 

the most critical department as the transactional volumes especially from unlisted 

division were continually increasing.  This critical department had only two analyst and 

have to start training some market risk analyst so that we can compensate for lack of 10 

capacity within that environment.  Continual pleas to have this department resourced 

could not be approved by the CEO.   

ADV JANNIE LUBBE SC:  Can I interrupt you here, why was it so important to fill 

these positions for the PIC? 

MR PAUL MAGULA:  Mr Commissioner it is important for one reason then of an 

increasing or continual increase of deal flow within the PIC you then have to have a 

capacity both it might be at the transactional side but also within the support staff 

because you need to have capacity to deal with deals properly and also compliance 

issues very properly and that to me I felt then no it is an important issue that needs to 

happen. 20 

ADV JANNIE LUBBE SC:  Was it important to comply with the licence conditions for 

the PIC? 

MR PAUL MAGULA:  There‟s no PIC without a licence from the FSB and for that 

reason one of the conditions is to have your compliance officer and to have that on 

acting capacity inasmuch as you can have the compliance officer approved by the FSB 
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but to not have the figure head as a head you then have a problem that you need to, 

you‟ll have the problem if I were to put it … (inaudible) 00.08.58.   

ADV JANNIE LUBBE SC:  Thank you.  Please continue then with paragraph 11. 

MR PAUL MAGULA:  With PIC activities expanding both in South Africa and rest of 

Africa as required by the mandates that were continually changing an ideal credit risk 

and compliance structure should have been a structure that includes listed investments, 

analysts or risk analysts, unlisted and property risk analysts specialist which is a 

standard practice in some investment houses or banks.  The structure was proposed 

but the CEO shot it down saying that we should not be like we are creating another 

company within PIC.   10 

 Investment banks with a similar deal flow will have terms of professional just 

and credit risk and you will have a situation here in sometimes a flow can be filled by 

credit professionals to really deal with the deal flows that are coming through within the 

institutions.  I did look, it did look like there was a deliberate effort to have this 

department understaffed or under capacitated or weakened.  Be that as it may we were 

able to do what we could with the little resources. 

CHAIRPERSON:  Tell me what would be the function of the analysts that you refer to? 

MR PAUL MAGULA:  The analysts mainly are the ones who will when there is due 

diligence to be done they are the ones who will go with the transactional team to do 

some the due diligence.  They are the ones who will give you the understanding of the 20 

entity or to which you want to invest in and they are the ones who will provide, it is more 

about due diligence, I mean you want to have an opinion about what is, what we are 

investing in, is it as worth it or as not worth it, that is really their duty in summary. 

CHAIRPERSON:  Do you in doing that work or the analysts in doing that work go back 

and check who is in charge or on the boards of the company that wants funding or that 
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applies for funding? 

MR PAUL MAGULA:  The analysts will have sight with that I mean I will state this Mr 

Commissioner that the road to due diligence it‟s comprised by both in transactors, there 

are ESG people who will be analysts also, there are also – ja there are ESG and credit 

risk analyst which they will have the understanding of both who are involved within the 

company from governance level, from operational level, from financial level and then 

everything about the company they will be party to it and some of the guys will be 

focusing on like ESG they will be focusing on social and governance issues, credit risk 

will look at the – we will have the understanding of who is the team that is backing this 

company, they will have the sight of that and that is what will happen thank you.   10 

MR EMMANUEL LEDIGA:  Just a question Mr Magula. 

MR PAUL MAGULA:  Thank you Sir. 

MR EMMANUEL LEDIGA:  In the fixed income division, the bonds division they had 

their own credit analysts isn‟t it, they were separate from your division is that correct?  

MR PAUL MAGULA:  That is correct Mr Commissioner thank you. 

MR EMMANUEL LEDIGA:  Okay, alright thanks.   

ADV JANNIE LUBBE SC:  Thank you, can you then continue with the topic of 

governance violations in paragraph or Roman ii paragraph 14 of your statement?  

MR PAUL MAGULA:  Thank you.  There were several governance, oh … (intervention) 

MR EMMANUEL LEDIGA:  In paragraph, the one paragraph you mentioned all types of 20 

risks where was the corporate risk department sort of the enterprise wide risk 

department? 

MR PAUL MAGULA:  My apologies Sir because in fact I didn‟t include it on the 

subdivisions, that should be part of that, my apologies it‟s just an oversight.   That is 

operational risk, operational risk. 
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MR EMMANUEL LEDIGA:  And it‟s a big, I mean it‟s a big thing, it‟s a big risk. 

MR PAUL MAGULA:  It is a big thing in fact my apologies, hence my apologies 

because what it then becomes you have your corporate risk, thank you so much for 

bringing that to the fore, the operational risk had in my time only two resources which 

was one as a manager and the other one is an analyst and you have a situation where 

we wanted to resource that also and that was, support was not forthcoming in that 

regard and that, I don‟t know what really had happened but when I left the PIC there 

was that problem also.   

MR EMMANUEL LEDIGA:  Thank you so much. 

MR PAUL MAGULA:  So I documented, oh sorry, I documented the governance 10 

violations which I will start with the memorandum of incorporation violation.  As per the 

MOI Memorandum Of Incorporation it provides that PIC executive level be comprised of 

the CEO, Chief Investment Officer and Chief Financial Officer, COO, Chief Risk Officer 

and Chief Technology Officer.  The MOI also provides who should be appointed as 

executive directors and its approved by the shareholder with the recommendation of the  

Board.  A governance review was performed by a then Board member Mr Vuyo Jack 

who was already, he come here in the Commission.  The issues raised on this report 

were never addressed instead they entrenchment of over centralisation of authority to 

both the CEO and CFO has continually undermined the effectiveness of oversight in the 

organisation and risk management within the organisation. 20 

 The current PIC … (intervention) 

CHAIRPERSON:  Sorry you were still there at the time that Mr Jack did this? 

MR PAUL MAGULA:  I was a general employee I was just in my entry, I entered in 

2011 so that process will have been started around 2013, 2014 I just can‟t remember 

but I was just a participant as an employee to add to these surveys that he was doing 
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thank you.  

 The current PIC organogram implemented during 2015 does not reflect the 

structures as required by the prevailing MOI.  The structures made no mention of CEO, 

CIO and CTO etc, instead it speaks to Executive Heads.  One major breach of the MOI 

is that the CIO and the COO position have been abolished and only CEO and CFO 

exists as Executive Directors which is a breach to the current MOI.  The CFO is a de 

facto CFO which is an anomaly and exacerbated by the non-compliance with the MOI 

with respect to the COO position.  In addition, the CFO also oversees the property 

division which forms part of the investment division, it‟s just that is the way it is 

investment property division it‟s an investment division so to have it as a leg under 10 

operations or either CFO it defeats the purpose of being an investment division. 

 All other investment divisions including risk and compliance division report to 

CEO and most operational business units report to the CFO.  Due to this there is a lack 

of coercive operation because what happens then you have a gap without having a 

person like a COO who really will deal with the operations of the business you then 

have that gap that no attention is given to the operations of the business.  

MR EMMANUEL LEDIGA:  Question, when you combine the CEO and CIO you said 

there is some breach there, what is the breach, what could it be, Companies Act or 

what could it be? 

MR PAUL MAGULA:  I think it‟s … (intervention) 20 

MR EMMANUEL LEDIGA:  The MOI. 

MR PAUL MAGULA:  The MOI breach. 

MR EMMANUEL LEDIGA:  The MOI breach. 

MR PAUL MAGULA:  The MOI breach Sir because what it is prescribed, I mean you 

have the MOI that states categorically that you have your CEO, you have your CIO, you 
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have your COO and all so why do you have it I mean if prescribed to be that way then 

you have a situation not to do that it becomes a breach by itself, I mean if you are 

saying that is the documentary evidence that we really have to speak to I mean that is 

what it is.   

MS GILL MARCUS:  Perhaps to the evidence leader, I think that to have approved the 

non-compliance with the MOI by combining these or doing away with those structures, 

should have been a discussion at the Board because the Board would have had to 

approve it, can we get a copy of those minutes and the rationale for accept ing this 

proposal? 

ADV JANNIE LUBBE SC:  Thank you Mr Commissioner, it‟s noted and evidence will be 10 

presented later to the Commissioner on this topic. 

MS GILL MARCUS:  But I think it would be important to get the minutes that should 

have provided for acceptance of this restructure ignoring the MOI.   

ADV JANNIE LUBBE SC:  Thank you Mr Commissioner it is available and if you need 

it this week we can provide it this week. 

MS GILL MARCUS:  No I think when it comes, when you come to give evidence as 

long as that‟s part of the evidence that we can see what the rationale was.   

ADV JANNIE LUBBE SC:  Thank you Mr Commissioner it is noted.  My question is Mr 

Magula in a normal business environment in a big investment company will a CFO in 

that business environment have the experience to deal with all these investment people 20 

reporting to his or her? 

MR PAUL MAGULA:  No it won‟t be, I mean you, that is why you have the CIO, CFO, 

COO being as functional units so you will have the CIO being a person who has 

requisite skills to deal with investments and the CFO being a person who deals with the 

issues of finance and all that it is, I mean that is the way it is.  
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ADV JANNIE LUBBE SC:  Do you consider it as a risk? 

MR PAUL MAGULA:  It has an element of risk but yes it has, it has an element of risk 

because you don‟t have a person who is as experienced with investments and that to 

me I will consider it as risk. 

ADV JANNIE LUBBE SC:  Thank you can you proceed. 

MR EMMANUEL LEDIGA:  Question what do you say about the fact that people say 

the CEO was a CIO before so there‟s one skill in one person, sort of two skills in one 

person. 

MR PAUL MAGULA:  Yes Sir, Mr Commissioner I have some discussions that I have 

commented here which if I will be, to be permitted to follow I will bring that to the fore 10 

what my sentiments are. 

MR EMMANUEL LEDIGA:  Definitely. 

MS GILL MARCUS:  But if I could before you do because I think that is a very 

important question because normally your CIO and your CEO are checks and balances 

as well. 

MR PAUL MAGULA:  Yes. 

MS GILL MARCUS:  But perhaps again evidence leader this MOI etcetera should have 

been a subject for the regulator what was the regulator‟s role in assessing this violation 

and did they take or make any investigation themselves, condone it, what was done so 

perhaps if we could find out from what was then the FSB about what their 20 

understanding of this non-compliance with a MOI was and their own stance on that.   

ADV JANNIE LUBBE SC:  Thank you Mr Commissioner I can place on record that I‟ve 

invited the organisation to come to the Commission to come and explain it and to also 

explain the regulatory work over the past five years, they‟re prepared to do so 

voluntarily and they will during this week come to the Commission I hope.  
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MR PAUL MAGULA:  With all investment divisions reporting directly to the CEO the 

CEO position becomes the most powerful position where what could have been the 

functions of the CIO are now sitting with CEO and what could have been the functions 

of the COO are now sitting with the CFO.  Due to this all other executives or Executive 

Heads became demoted and have no say in decision-making within PIC.   

 Meetings of Exco are like a conversation between the CEO and CFO.  

Transactions are approved in line with their instructions rather than proper investment 

evaluation.  Any view contrary to theirs is seen as though you are an enemy.  When 

they are both not in the office no decision could be made on a transaction unless the 

one delegated to chair the meeting has been made aware what transactions should be 10 

approved otherwise there will not be any transaction approved without their say.   

Those transactions or decisions that not taken in their absence will be 

ratified by them when they come back to the office, even during this period where they 

are not in if you raise a voice contrary to what was supposed to happen you have a 

feeling that report has been given to the CEO or CFO about what you raised in a 

meeting in their absence.  The decision will still be forced through.  Investment decision 

were not based on rational investment interrogation, sanctioning committees were there 

to rubberstamp the decision of the CEO.  In most investment houses CFO is never 

involved in investments and CEO is only involved as much reputational issues or 

governance issues are involved. 20 

CHAIRPERSON:  Can I, you sound like saying that where for instance your division 

were to deal with a transaction there may very well have been a decision taken 

somewhere by someone? 

MR PAUL MAGULA:  Exactly Sir.   

CHAIRPERSON:  Yes, can you elaborate on that? 
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MR PAUL MAGULA:  Ja I mean we had instances where you, you might have an 

opinion about an issue but it will go through, that‟s what I‟m trying to say Sir and I have 

put across some examples which we‟ll discuss later like your pro ject Lancaster 

blowback which has been ventilated here I know was ventilated but project blowback 

will be a case in point that such has happened.  Thank you.   

 It should be noted that prior October 2006 I stand to be corrected on the 

specific time, no Exco and PMC meeting will quorate if both CEO and CFO are not 

present.  The powers too centralised between the two executives, terms of reference 

for both these committees were amended but the over centralisation of power to the 

two executives was still as visible.  Regards to deal originating within PIC there‟s a sole 10 

originator which as the CEO Dr Dan Matjila.  It is unheard of the CEO to have interests 

in every single deal that gets assessed.  In most big investment houses the CEO only 

find out about transaction when they required to do maybe final signoffs and even then 

it is only limited cases.  The role of the CEO at PIC showed the paralysis of the 

investment process as transactions are not deliberated upon for approval thereof.  As a 

principal as a member of sanctioning committee there should be some sort of veto right 

that you enjoy but the ruling by fear and over centralisation of power make it difficult to 

raise a dissenting view in any committee.   

It is a general principle in the investment space for every investment or credit 

committee member to have a veto right.  At PIC such basic sanctioning standard 20 

doesn‟t exist.  When there is dysfunctionality in any given day … (intervention) 

MR EMMANUEL LEDIGA:  Question, question. 

MR PAUL MAGULA:  Thank you. 

MR EMMANUEL LEDIGA:  In terms of deals, how the deals come through in the PIC 

you are saying that the CEO was the biggest originator there and all that. 
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MR PAUL MAGULA:  Yes. 

MR EMMANUEL LEDIGA:  Can you maybe venture a percentage saying you know 

outside external it was a certain percentage and internally it was you know some 

percentage? 

MR PAUL MAGULA:  Mr Commissioner we‟ve not really specifying maybe percentage 

but I have never had a situation where a deal will have been originated by transactor, I 

can‟t remember I‟m just being honest as I can be, I haven‟t had that situation and you 

see that coming through even when you go to the meetings wherein you have the 

feeling that no listen this is, you need to be aware then no this came from this guy if I 

were to put it that way, it came from the top that is what I‟m trying to say.  So I really 10 

can put a percentage it will be very difficult but I‟m just trying to say almost that might 

be very wrong to say that. 

MR EMMANUEL LEDIGA:  So are you saying that it was not worth people going 

through the normal channels to put transactions you know from the streets basically?  

MR PAUL MAGULA:  Yes I‟m saying that. 

MR EMMANUEL LEDIGA:  You are saying that? 

MR PAUL MAGULA:  Ja because what I‟m trying to say is that whatever you will have 

done if someone would have come from the streets and met maybe a transactor the 

sanctioning should come to the CEO but even that I‟m saying that no it rarely happens 

because the fear is that I mean why what happened, that is the – so most of the things 20 

were coming from top that‟s what I‟m trying to say.   

MR EMMANUEL LEDIGA:  So meaning that people were just told that there is a 

transaction you must start working on it, that came from the top? 

MR PAUL MAGULA:  That is exactly the point and what I fear there further is that I 

stand to be corrected and I want to say it as a matter of fact is that such even the deal 
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structuring were coming packaged in a way because to question certain things within 

that deal will become, you find them when you are truly venturing too far from what 

probably has been proposed and you just have to work within what you, what probably 

is there.   

CHAIRPERSON:  Didn‟t that make things difficult for you, for you people who do some 

work on the deals, deals that come from the top, didn‟t that place some difficulties … 

(intervention) 

MR PAUL MAGULA:  I wish … (intervention) 

CHAIRPERSON:  I mean would the analysts for instance analyse it truthfully and go 

through everything properly and in the end say this is not a good a deal?   10 

MR PAUL MAGULA:  Mr Chairman I just wish the Commissioners will appreciate what 

the analysts within PIC go through and that to me it‟s a reality that was the case, I 

mean there was nowhere, I mean these guys were just like you are an administrator or 

a collaborator of information to get the deal across the sanctioning authority, that‟s what 

I‟m trying to say.  It was difficult and there are people who resigned within PIC who 

didn‟t feel that no inasmuch as the analysts they‟re getting the experiencing that they 

need.  You go from an analyst to become a deal originator and that is a skill that gets to 

be harnessed over a period of years where you grow as you are looking as to how 

people do but when you don‟t have such opportunities surely that becomes a 

hampering to your career and knowledge that you really want to gain from doing such if 20 

you claim to be a transactor for that matter. 

MR EMMANUEL LEDIGA:  Just as a follow up Mr Seanie said that he never had any 

power to talk about valuations and all that, is that part of the problem or you know the 

issues? 

MR PAUL MAGULA:  That is exactly the point, thank you Sir.   
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MR EMMANUEL LEDIGA:  Okay, alright. 

MR PAUL MAGULA:  When there is dysfunctionality in any given day, blames get 

shifted to Executive Heads who have no power whatsoever as power rests with the two 

executives.  At times the CEO and CFO will make sundry aware that all that is done at 

PIC is their responsibility and nothing could be submitted to any committee without their 

authority.  During board meetings, they are the only ones to speak and we were not 

allowed to speak.  There was that feeling when if you speak you might speak what in 

tangent, what is not in line with what he wants you to speak then you have this fear to 

say why should I say something when I what I speak I probably will have a meeting 

after a meeting to a situation so that was very difficult to operate in that regard. 10 

ADV JANNIE LUBBE SC:  Can you just explain to the Commission why then were you 

called to the Board meetings? 

MR PAUL MAGULA:  Maybe for numbers but as to the reasons why were we called if 

we cannot raise any point I do not know. 

MR EMMANUEL LEDIGA:  Just as a question you know Mr Magula is that within asset 

management companies they like the culture of questioning transactions and checking 

them out and sharing ideas you know to make, not to make big mistakes and lose 

billions of Rands so I do not understand how that culture couldn‟t be fostered within the 

PIC because asset managers like Coronation and all these they actually behave, they 

have a culture of questioning decisions and all that. 20 

MR PAUL MAGULA:  And in a normal environment Mr Commissioner that will be what 

we expected in a normal environment but that was not the case within PIC, I mean let 

me give you a scenario of maybe the person you know Mr Victor Seanie will come to 

the committee, he will come with a transaction speak, speak, speak, we then will just 

talk but we know that no we are talking just to, once it gets into the committee it‟s 
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already a foregone conclusion that it has been sanctioned so for that reason there will 

never be a decline if I were to put it that way in the way just to get back further to that it 

just shows you that no if you were to look at what were the transactions that were 

declined I mean if you look at that you probably will have the sign of that to show you 

that no listen it‟s not like there were many of those that were declined within the 

committees, I‟m not talking investment committee I‟m talking here the PMC or ja maybe 

all the committees because they were already sanctioned as the CEO wanted it to go 

through, that‟s what I‟m trying to say.  So investment professionals we enjoy the 

language of debate but it was deprived I must say that, I mean it was not as you‟ll like it 

to be, I mean if you go further, when I go further you will see transactions were done, 10 

we lost money, billions and if were to listen a bit to each other we probably will have 

been able to really remedy or either being able to protect that situation if we allowed 

debates in that regard. 

MR EMMANUEL LEDIGA:  Yes. 

MR PAUL MAGULA:  Knowing, paragraph 24, knowing how powerful the CIO position 

is the CEO, in fact maybe 23.   

 The MOI has never been complied with since the CEO took over the helm as 

CEO.  When Dr Matjila took over as CEO he introduced a structure contrary to the MOI 

and consolidated the CEO and the CIO which remember he was the CIO.  Knowing 

how powerful the CIO position is he did not want to give such power to anyone hence 20 

consolidation of the two positions, CEO and CIO.  This left the CEO to be in the 

position wherein no decision at PIC can be taken without being approved by him.  The 

current structure is in breach of the PIC MOI.   

ADV JANNIE LUBBE SC:  Thank you, can you proceed with paragraph 25? 

MR PAUL MAGULA:  This Mr Commissioner I seek to raise an issue of conflict arising 
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from PIC Board members appointments to investee companies that is the principle that 

I put that paragraph in.  Currently the PIC Board members could be appointed in 

various PIC investee companies.  Such appointments are sanctioned or approved by 

Directors Affairs Committee which is chaired by the Chairperson of the PIC Board.   

 These Board members earn fees and could be worth millions in total from 

these investee companies to which they were nominated by PIC.  It can further be 

reasonably assumed that their travels to an investee company‟s board meetings are 

paid for by investee companies.  Most of PIC current Board members are PIC 

representatives in PIC investee companies. 

 Of concern is the conflict of … (intervention) 10 

MS GILL MARCUS:  Sorry I just want to get clarity on that and perhaps again evidence 

leader we could look at that in specific instances because I would have thought that any 

of that remuneration for serving on a board given that you are sent by your organisation 

is either a no fee basis or a fee that goes to the corporate not to yourself.  So that if we 

could look at who was on which boards and what fees they earned in both in kind and 

in actual fees, both within South Africa and elsewhere so that wherever there has been 

at a senior level Board members who have been on other boards what was the amount 

per annum from which board they sat on that the fees were earned.  And perhaps in 

specific you were on the VBS Board, were you directly paid fees for serving on that 

Board? 20 

MR PAUL MAGULA:  No. 

MS GILL MARCUS:  Where did those fees go to? 

MR PAUL MAGULA:  They came to the company. 

MS GILL MARCUS:  So why would it have been different in your circumstance from the 

general that other, because you were an employee not a Board member? 
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MR PAUL MAGULA:  I was an employee. 

MS GILL MARCUS:  And would that then be different for Board members serving at the 

behest of the PIC and I think that‟s what I would ask if we could have presented, which 

Board member served on what boards and what was the fee income paid either to them 

or the PIC for service on that board and over what period. 

ADV JANNIE LUBBE SC:  Thank you.  Mr Commissioner that will be presented and I 

think it is important to mention there must be a distinction between non-executive 

directors serving on boards and executive directors serving on boards because it‟s two 

different situations.  The evidence will be that the executive directors serving on boards 

earned directors fees.  That fees will be directly paid to the PIC but it‟s not as simple as 10 

that and we‟ll deal with that.  The non-executive directors serve on boards and they 

earn directors fees and they paid for their expenses and disbursements, travelling 

etcetera and Mr Magula will deal with that now in his evidence what happens in those 

instance and the possible conflict etcetera. 

MS GILL MARCUS:  Perhaps just a small addition, if we could see what, when we‟re 

looking at the non-execs because that‟s where the materiality is because obviously if 

the execs it goes into the PIC but for the non-execs what proportion of the funds paid to 

them were as directors of the PIC and what proportion of their earnings per annum 

came from serving on other boards? 

ADV JANNIE LUBBE SC:  Thank you Mr Commissioner that will be dealt with.  20 

MR PAUL MAGULA:  Of concern is the conflicts of interest … (intervention)  

CHAIRPERSON:  Sorry can I just … (intervention) 

MR PAUL MAGULA:  Sorry Sir.   

MS GILL MARCUS:  Just for clarity this is the question of boards where PIC non-

executive directors were placed on those boards at the behest of the PIC? 
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MR PAUL MAGULA:  That is exactly that. 

MS GILL MARCUS:  Ja not other boards that they may serve on in their own private 

capacity. 

MR PAUL MAGULA:  Of concern, is the conflict of interest that is posed by the practice 

of having a PIC Board member becoming a PIC representative in an investee company.  

ADV JANNIE LUBBE SC:  Sorry Mr Magula again just please when you address this to 

the Commission please remember the difference of non-exec directors and executive 

directors serving on the boards. 

MR PAUL MAGULA:  Okay. 

ADV JANNIE LUBBE SC:  Let‟s first deal, I think it‟s going to be easier with non-10 

executive directors serving on boards and the possible conflict.  

MR PAUL MAGULA:  Okay I need to clarify that where I say PIC Board member I‟m 

talking about the non-executive directors, thank you.  PIC Board members are 

conflicted in favour of the investee company that pays them income.  Such a conflict 

could be to the detriment of the PIC. 

MS GILL MARCUS:  Sorry perhaps just in that regard that may be correct but, and it 

may not be because if you serve on a board a non-exec member at the behest of the 

PIC serves on board X your fiduciary duty in that instance is to that company not to the 

PIC, that is where your responsibility lies you may have been put there at the behest of 

the PIC but your then responsibility is to do the best for that company and to owe your 20 

duties to that company. 

MR PAUL MAGULA:  Accepted.   

MS GILL MARCUS:  Ja. 

MR PAUL MAGULA:  Thank you.  The appointment of such PIC Board members to PIC 

investee companies is mainly influenced by management, Lady I think this is the crux of 
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where I‟m coming from to where I wanted this is issue to go to be ventilated by the 

Commission and we have, I have already stated that the management is what the CEO 

is, nothing happens without his approval.  That is the gist of what I was trying to bring.  

Just ja … who makes recommendations to the DAC, remember nothing goes withou t 

his approval.  To some Board members board fees are sole source of income, this 

makes it difficult for such conflicted Board members to hold management to account.  In 

essence, this creates loyalties to the management, that‟s what I was trying to put it on 

there, ja of PIC which is the CEO and the CFO in this regard.  The Board members who 

depends on board memberships from investee companies are effectively captured by 

the management and hence there could be strong defence if there was to be 10 

accountability that needs to be put forward and I have put the word there strong 

defence for the CEO by the outgoing board if they was to, ja but that is the gist of what I 

was trying to bring forward. 

ADV JANNIE LUBBE SC:  Can I just try and sum it up for clarity.  A non-executive 

director is appointed to a board of a company outside the boarders of South Africa, say 

for instance in Mozambique.  The directors fees paid to that Board member is the sole 

income of that Board member except for the income as a Board member of the PIC 

stipulated in the statute.  If I understand you correctly then that non-executive Board 

member on the company outside the boarders of the Republic will, the perception will 

be at least that that member is more loyal to the company outside the boarder and 20 

trying to keep that position they will be loyal to the CEO is that what you‟re trying to say 

or am I completely wrong? 

MR PAUL MAGULA:  That is exactly what I‟m trying to say, to say that creates that 

loyalties.  I mean once you have a Board member appointed by the management who 

probably can be not performing at a certain period you have a situation wherein if they 
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are the ones who can be the ones to make the CEO or management to account their 

loyalties will be who really butters my bread, I mean who – ja that will be the case and 

that is where the issue is, those loyalties can be very confusing ja.  

MR EMMANUEL LEDIGA:  Who would if someone serves say on the Anglo Board or 

Steinhoff Board could the CEO actually remove that person from that Board, how would 

that happen you know maybe under performance or other things could be 

… (intervention) 

MR PAUL MAGULA:  I think let‟s accept that for a listed company that it‟s 

appointments by maybe AGM of some sort but there are nominees that gets to be sent 

to within PIC to those but here we‟re talking about situations wherein, but the influence 10 

is not removed so you can have influence to have that depending on, you understand.  

So, but on the unlisted space the management are in control of what and who should 

go to those places.  Ja that is what I‟m bringing here it‟s mainly an issue of I think the 

listed space will have some sort of a checks and balances that gives that opportunity to 

say even if you were to be as influential it cannot be that you bring this one because the 

AGM will have the right to approve that but on the unlisted space you have that 

difficulty wherein the management has such influence to have that.  

MR EMMANUEL LEDIGA:  Yes and could you have a situation where you are on the 

Board of Steinhoff or Anglo and then the CEO removes the person and says we are 

bringing another one, another different Board member? 20 

MR PAUL MAGULA:  Mr Commissioner I think that will be difficult. 

MR EMMANUEL LEDIGA:  Ja. 

MR PAUL MAGULA:  That will be difficult because of the checks and balances in the 

listed space wherein AGM and the shareholders will vote on that.  But like it is a 

process within PIC we might someone we prefer but it might not be that that person 
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might get an opportunity to get into that board because shareholders needs to approve 

such.  So that‟s it ja. 

MR EMMANUEL LEDIGA:  Ja let me check it again so in the unlisted space has that 

happened where people are changed around and all that? 

MR PAUL MAGULA:  That‟s very often yes, that happens. 

MR EMMANUEL LEDIGA:  It has happened 

MR PAUL MAGULA:  It does happen. 

MR EMMANUEL LEDIGA:  And the CEO has done that and all that the ex CEO‟s.  

MR PAUL MAGULA:  What I‟m saying is that with the board that he has with nothing 

that flies without him I think we need to follow that logic, that makes it difficult for Paul 10 

or anyone to, without even debate to just say no this person needs to be, that is not the 

case that, ja that is what I‟m trying to say. 

MR EMMANUEL LEDIGA:  Alright thank you, thanks. 

MR PAUL MAGULA:  Thank you. 

CHAIRPERSON:  So that of course is a conclusion or inference you draw from the fact 

that the CEO is the one who recommends the name? 

MR PAUL MAGULA:  What – there‟s inference and also some sort of a bit of 

knowledge and I‟m talking being an outsider being amazed but I mean these are issues 

that I‟m raising because they were a concern which I could see that no it can be an 

issue that can be – so it‟s inference and partially what you call … ja partially true from 20 

what we know.   

CHAIRPERSON:  Well you can‟t give us an example and say for instance it happened 

on this occasion when so and so was released from the Board because of the CEO‟s 

influence? 

MR PAUL MAGULA:  Commissioner allow me to, it will be difficult for now just to think 
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off head that I mention names whereas ja I can converse with the investigative leader, 

thank you.   

 Okay it is a standard practice in the financial sectors including DFI‟s such as 

IDC that members of staff, especially investment professionals, should be appointed as 

board representative of the investee companies.  That is debatable.  Typically an 

investment professional who worked in the transaction should be appointed to monitor 

the investment.  The nominated investment professional should not receive payment for 

board membership but the company that sent him or her. 

ADV JANNIE LUBBE SC:  And as I understand you that is in fact the situation at PIC? 

MR PAUL MAGULA:  Yes. 10 

ADV JANNIE LUBBE SC:  You and a colleague served on VBS, you were paid 

directors fees it went straight to … (intervention) 

MR PAUL MAGULA:  The PIC. 

ADV JANNIE LUBBE SC:  To the PIC. 

MR PAUL MAGULA:  Hmm. 

ADV JANNIE LUBBE SC:  And in other instances where executive directors of the 

Board served on boards those fees come back to the PIC.  Can I just perhaps ment ion 

one instance where the CEO, the former CEO Dr Matjila we know he served on the 

board of Ecobank in Nigeria is that correct? 

MR PAUL MAGULA:  Yes Sir. 20 

ADV JANNIE LUBBE SC:  And as I understand you correctly if he earns any directors 

fees there it will come back, directly back to the PIC? 

MR PAUL MAGULA:  Yes Sir.  Thank you. 

MR EMMANUEL LEDIGA:  Just a question before you to the next section, in terms of a 

transactor monitoring the companies they recommended don‟t you think it‟s better to 
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have a separate monitoring division because you know there could be a problem where 

somebody recommends a transaction and they must monitor it, you‟re going to have a  

confirmation bias around that issue, surely don‟t you think those should be two different 

departments? 

MR PAUL MAGULA:  Thank you for raising that Mr Commissioner, that is the best 

practice and PIC does that but it was just trying to bring the principle to say that no 

there can‟t be a leg if the person … (indistinct) 00.19.16 the organisation as a board 

member could still feed some information through but yes that is the best practice to 

have a monitoring team that seeks to look at those companies and if possible even 

having them to have an observer seat of some sorts I mean when the board meetings 10 

are there then they come and sit down there together with their board member who has 

been nominated, that  I think it is the best practice. 

MR EMMANUEL LEDIGA:  Thank you. 

MR PAUL MAGULA:  Violation of the Whistleblowing Policy and the Protected 

Disclosures Act.  Here I will just give what, on paragraph 31 this is what has been 

ventilated as much by, in this Commission the PIC funding the MST.  MST was solely 

funded without Madam Pretty Louw in the picture, it was solely funded as an entity in its 

own right and we can clarify that.  But maybe just to dwell on the issues that I wanted to 

raise just to give an example of what I was trying to get to with regard to Whistleblowing 

Policy and Protected Disclosures Act.  PIC funded MST mobile bus manufacturing 20 

company.  MST was funded to the tune of R21 million.  At the time one Pretty Louw an 

alleged friend of the CEO was looking for funding for other projects which were deemed 

not viable from the PIC so it was a separate thing, there was nothing whatsoever 

wherein Pretty Louw was related to MST, we need to clarify that, MST was approved in 

its own right and its own merits. 
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 During that period, we have since established that the PIC CEO, Dr Dan 

Matjila, requested one of the investee companies‟ director‟s to assist Pretty Louw 

financially, to be precise with a tune of 300 000.  The effort by the CEO to assist Ms 

Louw shows that he has a relationship with as to whether it is romantic or normal it‟s 

not an issue there was a relationship.  PIC then leases a bust from MST to which  Ms 

Pretty Louw was an agent between MST and PIC through her company Maison 

Holdings.  Someone could ask what is irregular within that, I mean it‟s not an issue, you 

don‟t want to cast  … (indistinct) 00.21.36 to anything and that is the way I come from.  

Could it be that the CEO does this regularly with other directors of investee 

companies?  That is another issue.  Is it a coincidence that the CEO ask a director of 10 

an investee company to assist Ms Louw meanwhile PIC is approving a CSI deal of 

leasing a bus to which she is an agent between the PIC and MST?  Remembering that 

no there was a request from the director or from another investee company director to 

give her some money in the tune of 300 000.  As noted during the course of this 

Commission the loan through MST like most controversial investments done at the PIC 

is not performing.   

The Board received the above allegations from an anonymous whistleblower 

amongst other allegations implicating the CEO, CFO, Executive Head and one member 

of the Board and opted to institute a review of responses presented to it by the CEO 

and neglected to institute an independent investigation into all the allegations received 20 

violating the Whistleblowing Policy and all that … (intervention) 

CHAIRPERSON:  Just for record purposes that Executive Head you refer to is 

Executive Head HR? 

MR PAUL MAGULA:  It‟s Executive Head HR yes.  Instead of the Board instituting an 

independent investigation the Board chose to exonerate the CEO and authorise the 
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CEO to investigate the whistleblower.  This is where some of us were dismissed, 

suspended or paid out.  I will come to the events that preceded my dismissal.  

ADV JANNIE LUBBE SC:  Can I just interrupt you here.  You have already testified 

that as the head of risk all whistleblower reports must go to you and Internal Audit? 

MR PAUL MAGULA:  Ja. 

ADV JANNIE LUBBE SC:  Now this whistleblower report or James Nogu whatever they 

want to call it, was it ever reported to you? 

MR PAUL MAGULA:  No it was never, we saw it like any other person within PIC as it 

was just like a flood of e-mails that came through. 

ADV JANNIE LUBBE SC:  Did any Board member ask you about this? 10 

MR PAUL MAGULA:  No.  Furthermore, that is paragraph 35, the Board did not see 

any conflict with regard to delegating the appointment of an investigator by both CEO 

and CFO and incidentally the Executive Head of HR who were implicated parties to the 

allegation.  The CEO, CFO and Executive Head of HR consequently failed to declare 

their conflict in the matter and continued to involve themselves in the matters wherein 

there was clear conflict of interest.  It is in line with good governance of matters such as 

these to be handled by an independent person who is not an affected party.  I feel then 

that the board was complicit in this regard.   

 It is quite strange Mr Commissioner that the Board when it exonerated the 

CEO Dr Dan Matjila it saw it fit to allow him to handle the matters of leakage of 20 

information on allegations that affects him but when dealing with Mr Fidelis Madavo and 

Mr Victor Seanie they could not give this to the acting CEO Ms Matshepo More as they 

say she is an affected party, that was very strange from my side.  Further, the Board 

discontinued all investigations into the allegations against the aforementioned persons.    

 Pursuant to the whistleblowing allegations made against the CEO, and the 
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aforementioned people and investigation into the leakage of information was instituted 

as a tool to victimise and dismiss targeted staff members at the hands of the CEO, CFO 

and Executive Head of HR in contravention to the Protected Disclosure Act.  It is public 

knowledge that myself, Vuyokazi Menye, Bongani Mathebula, Simphiwe Mayisela, Mr 

Lufuno Nemagovhani were part of that list by Mr Mayisela by the way but there were 

seven people who were within that report.  Those people who were party to the 

targeted, who were targeted people.   

As a result of all this, I as Executive Head Risk have been dismissed, 

Company Secretary has been suspended, IT Security Manager, Simphiwe Mayisela has 

been dismissed, Executive Head IT was suspended and subsequently paid out without 10 

any wrongdoing.  Some of these targeted people were requested by the CEO if they 

can be bought out from their contracts or be moved from their departments to other 

departments or demoted.  Some people were subjected to abuse by the CEO and the 

HR Head.  I was dismissed on the guise of being non-performing.  The affidavit of the 

Deputy Minister or Chairperson for the report from the investigator on leakage of 

information and list of those suspected of leaking information is a public knowledge.  

The question I have is one how were the persons or samples of these people 

investigating chosen?  That to me remains a mystery. 

It should be noted that the investigation was a continuous process that look 

like it will stop only when it gets who it can link the leakage to as some of the people 20 

were continually harassed and laptops taken at the time.  Laptops from staff members 

from company secretary, internal audit and risk departments were taken and were 

questioned for leakage of information.  Further questions that could ask are what could 

have happened to those laptops?  Could it be that they were bugged or e-mails 

removed?  No one knows but all this is done on the guise of investigating information 
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leakage and the coordination is the HR Head who has been in the forefront of 

intimidating and harassing staff on behalf of the CEO and CFO. 

ADV JANNIE LUBBE SC:  Mr Commissioner I‟m going to move to another topic now 

and I see it‟s 11 o‟clock is it a convenient time to take the tea adjournment. 

CHAIRPERSON:  Just a question. 

MR EMMANUEL LEDIGA:  The one question you say that the CEO brought the bulk of 

the deals or they came from the top, how did he get these deals, how did they come 

through, were people allowed to go and meet him at the PIC and all that, how did he 

get these transactions? 

MR PAUL MAGULA:  Mr Commissioner I really do not know, I need to be honest I do 10 

not know but what I know you as a Head of Risk you will have conversations with the 

transactors and you will sometimes ask this just by passing to say what is happening 

but never, I won‟t know, I really won‟t know the fact is that the top, there was a top done 

approach in origination of the deals, that‟s what I‟m trying to say.  

CHAIRPERSON:  Yes we‟ll adjourn until quarter past would that be alright?  

ADV JANNIE LUBBE SC:  Can we perhaps have a 20 minute, experience has shown 

that it takes longer than 15 minutes to have a cup of tea? 

CHAIRPERSON:  Well let me suggest that when you‟re ready you send people to come 

and call us.  Thank you. 

INQUIRY ADJOURNS 20 

INQUIRY RESUMES 

ADV JANNIE LUBBE SC:   Thank you Mr Commissioner.  During the adjournment …  

CHAIRPERSON:  Just to remind Mr Magula that you are still under oath. 

MR PAUL MAGULA:  Thank you. 

ADV JANNIE LUBBE SC:  During the adjournment you mentioned to me that you just 
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want to clarify the top down part of your evidence.  I believe there are what they call 

walk-ins or clients walking into the PIC, bringing deals to the PIC? 

MR PAUL MAGULA:  Yes. 

ADV JANNIE LUBBE SC:  And there are also what they call a Screening Committee, 

screening these deals before they go to PMC and further? 

MR PAUL MAGULA:  Yes. 

ADV JANNIE LUBBE SC:  And we had evidence of most of these deals, most of these 

deals walking in were not dealt with, they were in fact dismissed before going to PMC.   

MR PAUL MAGULA:  Yes. 

ADV JANNIE LUBBE SC:  When you talked about the top down deals, what deals in 10 

fact were you referring to? 

MR PAUL MAGULA:  I think what I am bringing here is that if you look at your walk-ins 

and those that people bring, you will find that no, they don‟t get to see the day of light, 

the light of day sorry.  But when you consider what you will normally hear from 

transactress to say that no, no, no this is from upstairs, meaning the top, you will find 

that the success rate becomes as real.  So that is what I am getting to.  

ADV JANNIE LUBBE SC:  Thank you.  Thank you Mr Magula, can you then deal with 

an HR matter starting on page 45 of your statement?   

MR EMMANUEL LEDIGA:  Paragraph 42 is that … 

MR PAUL MAGULA:  Ja, paragraph 42. 20 

MR EMMANUEL LEDIGA:  Ja, thank you. 

ADV JANNIE LUBBE SC:  I apologise, you are at 42.  You must start please at 42. 

MR PAUL MAGULA:  Thank you. 

MR EMMANUEL LEDIGA:  Mr Magula, just a question.  You mentioned that you guys 

you would recommend issues in transactions and you know they would not go through 
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and all that.  Weren‟t you worried I mean all these analysts and portfolio managers that 

you are under the FSB or the FSCA to exercise you know some professional standards 

and all that?  I mean weren‟t you worried that you could have the FSCA being unhappy 

about you guys? 

MR PAUL MAGULA:  It is always, Mr Commissioner, it is always a concern.  I mean 

because when you raise any figures you should understand ...[indistinct] there was a 

duality or either maybe not duality, the CEO was the key individual as per the FSB 

licensing and therefore that reason so you have a situation where if he is the approver 

or either is the power that be to approve his ...[indistinct] responsibility that is what has 

been – we were made to be aware of.  So but yes, as a carrier person …  10 

MR EMMANUEL LEDIGA:  His reps yes. 

MR PAUL MAGULA:  We get, we get concerned.  I mean it is always a concern to say 

that no for whatever we are doing it can catch up because you really don‟t have a voice 

but how do you mitigate that if you just don‟t have a voice.  So it was a difficult 

situation.   

MR EMMANUEL LEDIGA:  Yes.  Because it appears that you know all the people are 

blaming the CEO, but two is that they had to uphold you know the sort of professional 

standards themselves, is it not?  Ja? 

MR PAUL MAGULA:  Ja, but the thing is there is bread and butter issues that a young 

professional analyst will think of a job prospects and then have a situation wherein he 20 

could say, what could happen if I don‟t do what they are telling me?  So that is the 

issue.  I think Victor Seani‟s point really comes through to say that no, he can choose to 

resign but he, he understands but it is difficult.  It is a difficulty that those analysts really 

find themselves in.  That is where the problem is.  If there was a problem, we cannot 

really – the thought of having the what do you call?  Having your name tarnished, it is 
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as real.  We cannot really run away from that.  Ja. 

MR EMMANUEL LEDIGA:  Okay, carry on. 

MR PAUL MAGULA:  Paragraph 42 speaks to the CEO request of all whistle-blower 

reports to be given to him.  PIC has whistle-blower line to which all fraudulent activities 

could be reported through.  During 2017 I and Funa Maguya had an intern audits where 

the recipients of all material whistle-blower reports.  The fraud and corruption police 

request that any matter reported should be discussed between the CEO and one of the 

true recipients of the reports.  If one of the two are involved or the CEO is involved, 

there is a mechanism that reports will not come to the recipients, or if it involves the 

CEO so the easy line to the Audit and Risk Chairperson or any of his or her designator 10 

or the Chairperson of the Board.  During the year 2017, many allegations against the 

CEO and ...[indistinct] were reported.  During this period I will from time to time have 

engagements with the Head of Internal Audit.  I remember one day he told me that the 

CEO has requested that he, the Head of Internal Audits, provides him with all whistle-

blower reports that came through including the ones involving himself.  He told me that 

CEO told him that he spoke to the Chairperson of the Board or I cannot remember the 

delegated person in this regard and has permission to do that.  I made him aware that 

this is in violation of Protected Disclosure Act and he agreed.  He further said that he 

made the CEO aware that this is in violation of the Act.  The CEO demanded on being 

given the reports and the Head of ...[indistinct] said he gave him the reports inclusive of 20 

the reports in which he was an affected party.  This is in violation of both the PIC Policy 

and Protected Disclosure Act.  Now … 

MR EMMANUEL LEDIGA:  Just a question. 

MR PAUL MAGULA:  Sorry. 

MR EMMANUEL LEDIGA:  Those kind of reports, I mean can we please get them 
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Advocate Lubbe?   

ADV JANNIE LUBBE SC:  Yes Mr Commissioner it will be provided.   

MR PAUL MAGULA:  A segregation of duties violation and salary adjustments of 

August 2017.  To recap, the Human Resource Division reports to the CFO.  A function 

that could possibly report to the CEO if the MY was to be followed.  The ...[indistinct] 

resource, the two, the Human Resource and the Finance are conflicting as they are 

incentivized differently, the CFO on cutting cost and HR on giving good salaries or 

rewarding performance.  In reemphasising the over centralisation of power to the CEO 

and CFO, with assistance Mr Chris Pholwane Executive heard salary adjustments 

around August 2017 were never discussed with Exco and no input whatsoever was 10 

sought from the Executive Management of the PIC.  Principles of adjustments, 

principles of such adjustments were never discussed with the Executive Management 

at an Exco Committee to have understood how calculations and all relating to 

adjustments will be done.  They are just … 

MS GILL MARCUS:  Sorry can I … 

MR PAUL MAGULA:  Yes. 

MS GILL MARCUS:  Can I just ask a question there?  I would have thought that while 

there my be conflictual approaches to this from an HR and a CFO, is it not the 

responsibility of the Board to set the framework in which salary adjustments are made 

and so on?  It is not a discretionary question of either HR or a CFO.  It should be a 20 

policy and principles that are set by the Board and implemented.  And if their difference 

is about implementation or pools whatever, it needs to go back to the Board HR 

Committee.  So you‟re indicating here that the CFO had little regard for the role of the 

Board Committee and the principles or frame, or what is it that you are using this point 

to make? Or is it about the Board HR Committee? 
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MR PAUL MAGULA:  Mr Commissioner, the issue I am trying to raise here is that in as 

much as the Board will be the implementer or either put a framework of some sort to 

have the process, as to how the process should be done, what has normally and has 

been the way it is done at PIC has been that no Executive Committee so very often 

have a word across to say this is the way.  Or either even the CEO or CFO will have 

discussions with the Exco Committee to say this is the way the principles are. And if 

they say then no, it is approved by the Board, then it becomes such an issue that can 

be taken straight away.  But at this juncture we never were made aware that there 

adjustments, unless if I was not privy to anything that was happening which was a 

secret, but I was always in there in the office.  But I was not aware, I just saw the letters 10 

coming through which I as I go on you will realise that you know there were people, 

executives, who Executive Heads who could not even sign the documents because 

they felt then what has happened if we are saying then we are executives, what could 

have happened that even such conversation, simple conversations, could not have 

happened?  That, that it is by itself it is an issue I am trying to raise.  

CHAIRPERSON:  Well did they for instance you being an Executive Member am I 

correct? 

MR PAUL MAGULA:  Yes. 

CHAIRPERSON:  Did you have any say in the determination of bonuses when the 

amount has come back from the Minister?   20 

MR PAUL MAGULA:  I did not have much say.  But in this issue there was an 

adjustment specific, a specific adjustment, so you have the bonus but you also have 

the specific adjustment that people were – I gather that they were trying to regrade, so 

people were being put in a certain place in earnings.  So that was never communicated 

to the Executives, that is really what I am trying to get to here.  So this was just a 
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adjustment outside the bonus issue.  Yes.   

MR EMMANUEL LEDIGA:  Let me check something please.  What is the year end of 

the PIC by the way?   

MR PAUL MAGULA:  It is 31st of March, 28th February, let me just put February. 

MR EMMANUEL LEDIGA:  February, ja.   

MR PAUL MAGULA:  Yes. 

MR EMMANUEL LEDIGA:  This adjustments were done in August? 

MR PAUL MAGULA:  We received the monies in August.   

MR EMMANUEL LEDIGA:  So are they done year-end this adjustments or in, in 

between? 10 

MR PAUL MAGULA:  This was a once-off adjustment. 

MR EMMANUEL LEDIGA:  Oh okay. 

MR PAUL MAGULA:  Yes, but there was a bonus issue which I am not privy to.  But the 

adjustment itself was just a once-off adjustment that was done just after that – during 

that period. 

MR EMMANUEL LEDIGA:  Did this fall under the terms of reference of the Exco or the 

Senior Management, the CEO could just do it on his own with the CFO?  

MR PAUL MAGULA:  I really will be wrong to really make a statement on that regard.  

But one thing for sure is that what has happened previously has been an issue that 

gets ...[indistinct] gets discussed with the Exco Committee.   20 

MR EMMANUEL LEDIGA:  With Exco. 

MR PAUL MAGULA:  I am talking about historical – ja.   

MR EMMANUEL LEDIGA:  But it was not part – the terms of reference you are not 

sure … 

MR PAUL MAGULA:  I am not sure.  I really will lie here to you if I were to say then I 
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know what dates. 

MR EMMANUEL LEDIGA:  But the practice has been … 

MR PAUL MAGULA:  The practice has been that that should be a matter that gets 

discussed by … 

MR EMMANUEL LEDIGA:  At Exco. 

MR PAUL MAGULA:  At Exco level.  As it has been done in the previous …  

MR EMMANUEL LEDIGA:  Okay, alright thanks.   

MR PAUL MAGULA:  The adjustments were imposed to the Executive Management 

and Management was just given letters to sign and give letters to staff members.  Some 

Executives were never ready to sign their Employee‟s Letters for example, IT Executive 10 

Head Vuyokazi Menye did not sign the letters for her team.  [Indistinct] Remuneration 

Specialist even resigned as he felt that the process was flawed and he was responsible 

for the calculations thereof and found the process to be unfair.  I really cannot give 

details as to what were the reasons, but that was what I got to gather to say you know 

this was the reasons why he resigned.   

ADV JANNIE LUBBE SC:  Sorry, can I just put on record that evidence in this regard 

will be presented to the Commissioner? 

MR PAUL MAGULA:  With regards to the salary adjustments and bonus payments, as 

location principle, rational thought process would be that such adjustments should be 

engaged with Executive Management with regards to principles as it has been done in 20 

the previous periods, as Management will know their staff better than the Executive 

Directors.  I am talking about – so the Board can put a principle.  But at a individual 

level, you have the staff members who are known by the Executives themselves as to 

what needs to happen and how.  That is where I am coming from.  To Executive 

Management‟s surprise, after the salary adjustment they were told that there will be a 
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freeze on filling of all positions as there is a concern of not meeting financial targets as 

set in the Corporate Plan.  Email was sent to this effect by the CFO.  The question that 

arises, was there any substantial and sub-standard ability test done prior to the salary 

adjustment against the targets as set in the Corporate Plan?  Why this secrecy around 

these salary adjustments process that no regard of Management input was considered?  

That was the case in that that really came through from my side.   

MR EMMANUEL LEDIGA:  It is just a question you had in your mind? 

MR PAUL MAGULA:  That is the question I had in my mind Mr Chairman, Mr 

Commissioner.  Yeah. 

ADV JANNIE LUBBE SC:  Thank you, we are now dealing with certain matters of the 10 

investment, investments covered by the terms of reference of this Commission namely:  

IO Technology Solutions and Steinhoff Project Blue Buck Lancaster.   

MR PAUL MAGULA:  I just want to make the Commission aware that I was not present 

when the transaction was approved.  But there are some issues that I just want to raise 

which were very peculiar.   

CHAIRPERSON:  Are you talking the IO? 

MR PAUL MAGULA:  IO Technologies, sorry Sir.  Yes.  The first one, 51 – paragraph 

51, the CEO was so desperate to have the transaction done to a point that he  had to 

come from leave to force the meeting to happen to approve the transaction.  The 

question that comes forth with regards to this are, why this desperation even when the 20 

senior members of the Sanctioning O Committee, Portfolio PMC, are not available?  

Why should the CEO see it so important that he should come from leave to have this 

transaction approved?  I was surprised when I looked at the January minutes and the 

matters arising in January 2018, that he did not even chair the meeting but he was 

present.  And the CFO did chair the meeting.  It quite, it is quite odd that the CFO has 
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not been suspended together with Fidelis Madavo.  One ...[indistinct] aligned to the 

transaction even said that the transaction, Annexure A in my annexures, IO private 

...[indistinct] is oversubscribed.  But PIC was the only taker and it also remained at 29% 

which was the same quantum that was said to be oversubscribed.  We expect if 

oversubscribed, PIC to have a portion, another Investec to take a portion in that regard.  

What was published in the Independent media was clearly not true because the reports 

that we had and which I had sight of were 29% was what was in our Boarding or 

Portfolio Report.  It has since been established that irrevocable offer was, was signed 

without approval by the Sanctioning Authority.  In this case PMC, I never had sight of 

this and was not aware of this irregularity.  I got it from, from the evidence brought 10 

through to this Commission.  I will proceed to Steinhoff which …  

CHAIRPERSON:  Just one question.  We had Mr Seani testify on the process in IO and 

according to him and of course Nemago - Mr Nemogovhani.  He didn‟t get a full risk 

report because he asked for what is termed a desktop research.  Is that done normally 

or not at all and what is the fact of a desktop research report? 

MR PAUL MAGULA:  Ja Mr Commissioner, what had happened was very peculiar in 

the sense that there was no due diligence.  Someone will argue that no there was a 

desktop research or due diligence done.  But the peculiarity of that is that you are doing 

a private placement which a private placement you are really are better off doing your 

what do you call – your proper due diligence.  You are fully underwriting the transaction, 20 

you probably need to understand what is really the – what makes this particular asset 

tick?  I mean what is it?  What is our revenues?  Who or what is the biggest source of 

revenue?  And I will have some discussions on that in some other paragraphs, but just 

to give you the sense of it, there was BT Technology Solutions within which that 

transaction was dependent on.  And for that reason, not to have the information on BT 
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Technology, we ...[indistinct] the transaction to be speculative transaction.  So to say 

that you, you cannot really do a desktop without even understanding the measure, 

revenue contributor, it restricts both analyst and risk to make an informed decision of 

what price could be.  Because determination of such price, it is a function of what you 

know underneath.  So that was the peculiar issue that a wave of due diligence was a 

strange one to me.  So that is a risk you won‟t have the price, proper, the value of the 

company proper, so you once you don‟t have the value of the value of what you are 

buying then you are compromised because you might be entering at an overpriced – 

what do you call - an overpriced stock which is a problem to what you call – to the PIC.   

CHAIRPERSON:  Well according to Mr Seani his pricing of the transaction was fairly 10 

low as compared to what was accepted as the value in the end.   

MR PAUL MAGULA:  Mr Chairman … 

CHAIRPERSON:  So it seems to me that although he did this desktop research or he 

had it done, this desktop research and due diligence, his pricing was more or less 

correct or fair? 

MR PAUL MAGULA:  I fully agree Sir.  In fact I mean it borders on reckless investment 

decision making.  That is what I will say.   

MS GILL MARCUS:  Sorry I just want to be clear whether I misunderstood you, 

because you mentioned that the approach here was under – was the question of under 

subscription, that you would be looking at it as a fallback, yet I don‟t see that in the 20 

transaction.  Because the transaction would be if you were an underwriter, you‟d be 

only looking to take up the gap that is not filled by the, by the market or whoever else is 

buying.  Yet PIC bought the whole lot and there was no book billed, even though the 

statement says that you over, that it was oversubscribed but by who because that is not 

clear if PIC picked up the entirety of what was on offer?  So I just wanted to understand 
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that the approach by PIC that you are aware of was not for underwriting it, but was for 

actual take-up of the shares.   

MR PAUL MAGULA:  In fact I mean Mr Commissioner, that is a particularly true, very 

true that in as much as that was an underwriting, PIC was the taker, full taker.  There 

was no like you said there should be a book build and things like that, but that would in 

this juncture, in this one nothing like that happened.  So I will say that no, it does seem 

to me somewhere, someone, someone, knew that we are the takers throughout.  Ja.  

MS GILL MARCUS:  And a book build would of helped determine the market interest 

and at what price?   

MR PAUL MAGULA:  Indeed, indeed.  I mean you test – I mean that is the best thing in 10 

fact.  Because once you have the book value you now have put it to the demanders, the 

seller‟s side to say what they saying.  I mean the prices you see it as it is said to you by 

the sponsor or is it the price the buyers are saying to say no, no, no, this is not the 

price.  You always have that opportunity to test that from the what you call it.  

MS GILL MARCUS:  And you indicate earlier in response to the Commissioner was that 

this Board is on reckless investment.  Would this have been something, if there had 

been a discussion with Risk about it in a proper way that there would have been the 

ability to say the process being followed is in fact reckless? 

MR PAUL MAGULA:  I will say yes.  And furthermore I will say the other issue is that 

you are having a put-option because you will remember as we go down we have the 20 

put-option.  The questions that arise from the put-option side is that if you can have 

your capital being in a position to be returned as price fluctuates, you are probably if 

people are so pressurising you to have it taken, then you will have been in a position to 

have been secured.  But that was not something that we enforced as PIC, hence that 

robs the client of an opportunity to have been protected if I were to put it that way.  
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Because it robs the client, let me put it that way.  So for me it was, there was some 

recklessness if I were to put it that way.  Thank you.  So we come to sign-off project 

Blue Buck.  Here it said – there are many names that have come through, but I will 

bring the picture proper as and when I speak.  Mr Commissioner, most discussion on 

Steinhoff where GPF lost money mainly focuses on the listed side, but never on the 

unlisted side where PIC gave 9,3 billion to an entity called Lancaster, lead by one the 

former unionist Jayendra Naidoo.  The purpose of the financing was for Lancaster to 

acquire shareholding and sign-off international.  When Lancaster approached PIC the 

shareholding was to be 100% to one Jayendra Naidoo, but the shareholding was then 

changed and became as follows:  GPF 50%, Jayendra Naidoo 25% and Community 10 

Trust 25%.  I just have my mind asking some questions why such a narrow-based BEE 

structure with 1% getting 25%.  Even at the period when he entered it was at 2,5%.  

That was my concern in my mind, but we were rescued by the Investment Committee in 

this regard they wanted a broad-based what do you call – a broad-based structure.  But 

be that as it may, we never had sight of the Community Trust because it could happen 

that I do not know, I mean I do not know who are the beneficiaries of the Community 

Trust.  The transaction was done in two phases. 

CHAIRPERSON:  I am sorry to interrupt.  Do I understand correctly that it was never 

disclosed to the PIC who are the beneficiaries of the Community Trust? 

MR PAUL MAGULA:  Yes.  I never got to know who are the beneficiaries of the Trust.   20 

CHAIRPERSON:  Are you saying that information was never disclosed or you are 

saying you in particular don‟t know about it?  

MR PAUL MAGULA:  I mean in my privileged position I should have been having sight, 

compliance it is with me, and I am also the Head of ...[indistinct], I would have loved to 

– I mean it is only good that such bid be disclosed so that we know who this Committee 
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trust is.   

MR EMMANUEL LEDIGA:  Thank you. 

MR PAUL MAGULA:  Phase 1, so the transaction was done in two phases.  Phase 1, 

PIC gave Lancaster 9,3 billion secured by both shares and full cover collar structure 

and insurance against a share price drop.  PIC was supposed to be guaranteed capital 

return.  So if anything as it happened was to have done, happened the way it 

happened, PIC would have got its 9,3 billion maybe plus the dividends that will have 

been paid prior the demise of Steinhoff.  Or yes.  Phase two was the restructuring of 

the transaction wherein PIC was to partially forego its equity from phase one to another 

lender which was City Bank without getting paid for the subordination of equity.  City 10 

Bank funded Lancaster empowering the same Jayendra Naidoo investment in Star 

Steinhoff Africa worth over 6,3 billion.  So this was a partial restructuring of around 6,3 

billion.  In light of the above … 

MS GILL MARCUS:  Sorry, just for clarity.  This is the 6,3 billion that the GPF lost?  

MR PAUL MAGULA:  Yes.  Thank you.  In light of the above Risk Division raised their 

concern in an Investment Committee meeting held in July 2017 with regard to GPF 

forgoing its equity and giving it to another lender which is City Bank.  These concerns 

are well documented in the report and our arguments were also discussed in that 

meeting.  Internal Audits was also given an opportunity to provide an opinion on what 

Risk Division raised.  The outcome was the same that PIC position remains more 20 

subordinated and in the event share price falling declined GPF PIC will lose money.  

Here we are already talking about the restructuring, the second phase.  The first phase 

were covered, so we would have got money if the Steinhoff fall.  But in the second 

phase this really applies to that point.  It only took a few months for the risk to 

materialise as predicted by the Risk team, yes just five months from investment 



11 MARCH 2019 – DAY 13   
 

Page 43 of 151 
 

decision to impair up to five billions of credit investment.  Recordings of this meeting, of 

the Investment Committee have all this.  After the well documented …  

MR EMMANUEL LEDIGA:  I am sorry, I am sorry to interrupt.   

MR PAUL MAGULA:  Sorry. 

MR EMMANUEL LEDIGA:  Why would the PIC forego their protection to another bank?  

Yes, yes, you know was there some reason or you know was the PIC not aware of this 

issues?  You know why would that be done?   

MR EMMANUEL LEDIGA:  Mr Commissioner I do not know.  And in fact that is where 

the issue, I would have love to have ourselves having acted on the best interest of the 

client for that reason.  But to be honest with you I will not be able  to give you the reason 10 

why have the transactors would have ...[indistinct]. 

MS GILL MARCUS:  Again to the evidence leader, can we please get recordings of the 

meeting of the Investment Committee?   

ADV JANNIE LUBBE SC:  We will provide that. 

MS GILL MARCUS:  … transcription of that. 

ADV JANNIE LUBBE SC:  It is available Mr Commissioner. 

MS GILL MARCUS:  Okay, but I would also like to get any minutes that records the 

decision of the PIC to actually forego and subordinate.  So this was presented …  

ADV JANNIE LUBBE SC:  It will be made available. 

MS GILL MARCUS:  And then perhaps just a question to the witness.  In other 20 

documentation it – and you have mentioned Jayendra Naidoo, and I think it is important 

because there are two Jay‟s? 

MR PAUL MAGULA:  Yes. 

MS GILL MARCUS:  And that this is a clarity of which Jay you are talking about, big 

Jay or Little Jay?  So big Jay doesn‟t get into problems around little Jay.   
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MR PAUL MAGULA:  Okay. 

MS GILL MARCUS:  I think it will be helpful just for the public to be aware which Jay 

we are talking about here.   

MR PAUL MAGULA:  Yes. 

MS GILL MARCUS:  But in addition in other documentation that I have seen, there is 

an indication that this investment for Mr Jayendra Naidoo, he was also paid a fee and 

how would you have a fee paid to a person who is the deal – the person bringing the 

deal and getting the beneficiary of the – the benefit of the deal and gets a very 

substantial – we are talking mid – you know 10‟s of millions as a fee for bringing the 

deal.  Do you know about that?  Are you aware of that?  And if not, again evidence 10 

leader, it would be very useful to have a full elaboration on exactly what entailed the 

awarding of that fee to the same party who gets 25% of the deal?   

MR PAUL MAGULA:  I, Madam Chair, I heard about it but I was not really privy to the 

whole thing.  Thank you.   

ADV JANNIE LUBBE SC:  Mr Commissioner we will follow that up, present it to the 

Commission.  Can I just as a follow up as the witness?  In your statement 55.2 you talk 

about the subordinations of the security to another lender City Bank without getting paid 

for the subordination of the security.  Is that normal practice in this business that if you 

subordinate your security you getting paid for that? 

MR PAUL MAGULA:  It‟s a – what I‟m trying to say is that a compensation for equity 20 

reasons that you are taking that‟ all what I‟m trying to say.  Surely I‟m not talking about 

money really.  I‟m taking about if you are taking an equity risk because once you take 

out your security for ...(indistinct) plus interest you are saying I‟m now taking an equity 

position and you risk is your security so from that point I‟m saying that no was it 

...(indistinct) to what you have loved. 
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But the question that arises that will you ever bother if you are in a bette r 

position to have your security in place because dividends flowing.  I mean sometimes 

...(indistinct) a credit instrument.  You are better off really just be ...(indistinct) as you 

can be and you just be in a better position like that.  That is what I‟ll think is a better 

thing. 

MR EMMANUEL LEDIGA:  Just a question.  Coming back to this subordination.  Did 

City – I mean how did the PIC actually agree to this?  Was this mainly out negotiated 

maybe or there were some technical issues maybe that could – with the PIC later that 

they weren‟t you know aware of.  How could this happen?  

MR PAUL MAGULA:  I really will lie to you Mr Commissioner.  I don‟t know how we 10 

have done this.  I don‟t know I really will lie.  I don‟t want to lie to the Commission thank 

you. 

CHAIRPERSON:  Who would have been involved in the decisions taken in relation to 

these aspects? 

MR PAUL MAGULA:  What is a visible there‟s an IC.  You‟ll remember – I mean this is 

a massive deal it‟s a transaction so you‟ll have CEO.  There will have been discussions 

in that regard.  I mean and the transactors who I‟ll say – will have had knowledge of the 

totality of what really was at play here.  I will lie to you but at R9,3-billion it‟s a big 

number.  Surely the CEO will be party to that and maybe also the Chairperson of the 

board – of the what you call – of the investment committee.  Those are the people that I 20 

will think that could be involved.  But I really won‟t know – I don‟t know who will have an 

...(indistinct).  But what I saw at the meeting and approval thereof. 

MR EMMANUEL LEDIGA:  Or it could just be pure risk taking.  I mean you know it‟s 

not about negotiations or technical issues.  It could just the PIC said we‟ll take the 

equity risk. 



11 MARCH 2019 – DAY 13   
 

Page 46 of 151 
 

MR PAUL MAGULA:  But you see if that is the case Mr Commissioner why don‟t you 

take it yourself then to find someone.  If you are really saying ...(indistinct) why don‟t 

you go and buy yourself.  Why should we give money to someone?  That is where my 

point is to say ...(indistinct) probably have you understand investments.  Surely – why 

will – if I have the money to buy and I love the stock why don‟t I buy it myself then to 

give a conduit to invest on my behalf and he then subordinate and still do the same 

thing that I probably am doing which taking an equity risk.  I find it very odd and I stand 

to be corrected I find it very odd. 

MR EMMANUEL LEDIGA:  Thank you. 

CHAIRPERSON:  And of course such decisions would be recorded somewhere. 10 

MR PAUL MAGULA:  Yes they are recorded thank you. 

“After the well documented standoff PIC had write off almost R5-billion.  I 

repeat R5-billion from one transaction.  More than what PIC stands to lose 

on Ayo.  The bad funded deal should have been structured to protect the PIC 

in case of the share drop through a culmination of your share covers and 

your insurance which are hedges which we had in the previous phase 1.”  

ADV JANNIE LUBBE SC:  Is that the collar you refer to in ...(intervention). 

MR PAUL MAGULA:  That would be the collar.  That will be the best structure that you 

probably can put forward. 

“The loss suffered amount to reckless investment decision making to enrich 20 

one individual to me.  For GPF the debt funded exposure never made 

...(indistinct) sense.  No commercial bank will have funded with the same 

structure BE deals have ...(indistinct) been done by the banks with adequate 

share cover of up to four times subordinated vendor financing and discounts.  

PIC provides financial support for one on one share cover with an 
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inadequate protection.  That it‟s a very risky situation and re turns that not 

compensate for the high risk that PIC exposed themselves to.  No sale 

investment ...(indistinct) deals like that.” 

MR EMMANUEL LEDIGA:  Question.  But if you look at the bulk of the transactions.  

You know debt funded you know transactions from the PIC – it looks like it adopts this 

kind of a structure so one on one cover and all that.  Is not as stringent as what a 

typical BE transaction would look like. 

MR PAUL MAGULA:  Mr Commissioner that is what I wish the Commission can 

recommend to have this.  Because the point is this.  You cannot have a one to one 

situation and more than anything taking ...(indistinct) security for that reason – for one 10 

reason that you are taking the same shares that your buying to be a security.  

So if the company tanks you have a problem.  So that is one issue that why 

everyone runs to PIC for investments and that to be it is very difficult and very 

dangerous. 

MR EMMANUEL LEDIGA:  Couldn‟t I mean if the PIC becomes so stringent like the 

other banks then how would deals be funded? 

MR PAUL MAGULA:  We need to find a common ground.  For me it‟s an issue of 

common ground.  I mean if you were to do a deal for a solid company and it‟s ready to 

be transformed what stops you to have that same company having a vendor financing 

and taking a 70%. 20 

I mean ...(indistinct) can find 70% - sorry I might be going through off 

...(indistinct) but the point I‟m trying to say here is that if you believe – let‟s take for 

instance I just don‟t have – you believe in this company Magula (Pty) Ltd why don‟t you 

say then okay I will give a BE company some money but you Magula (Pty) Ltd fund 
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what you call – some sort of a 30% vendor financing and then I will ship the whole 

100% plus inclusive your 30%. 

Then I will be in a position to compensate and I shall be able to ...(indistinct) 

the debt that I have taken as PIC.  That is what the structure should be and that is the 

better way to look at it.  For me once you have that you are in a better position to say 

whatever happens everyone who will enjoy will be in a position to lose. 

I mean because even yourself as a company ...(indistinct) you have 

something to lose so you will see to it that no the company operates the way you want 

it to operate. 

MR EMMANUEL LEDIGA:  You know I like some of the things there.  This vendor – 10 

you know to finance.  But what I wanted to check does the PIC get discounts on the 

shares?  Vendor funding it‟s a good thing in general, companies should do it.  Do they 

get discounts? 

MR PAUL MAGULA:  At time yes. 

MR EMMANUEL LEDIGA:  But the biggest thing is this vendor funding it will be 

...(indistinct). 

MR PAUL MAGULA:  Ja, ja. 

MR EMMANUEL LEDIGA:  Okay. 

MR PAUL MAGULA:  Okay.  I just want to – this long list of things that really I have 

written there. 20 

57.2 The transformation transaction that lacks investment rationale like 

Lancaster and Ayo, effectively transfer capital or money from the pensioners 

and fiscus - PIC is guarantee by the State let‟s not forget – to a few 

connected individuals and when risk materialises GEPF and the fiscus 

ultimately as the recourse suffers.  There can be no rationale for tax payer to 



11 MARCH 2019 – DAY 13   
 

Page 49 of 151 
 

be subsidizing wealth accumulation by a select few.  Taxpayers are 

ultimately subsidizing the BEE deals done at PIC without strong investment 

rationale. 

 Commissioner all of us as South Africans are ultimately 

subsidizing the poorly structure BEE deals like the Lancaster‟s transaction to 

benefit the elected elite.  The R5-billion could have been used to recapitalize 

our SOE‟s that the President has really been on a drive to clean them up and 

those are moneys that could ...(indistinct) to that.  IDC another government 

owned entity with similar mandate to the Isibaya fund generally avoid the 

listed BEE deals.  Even now it is within its mandate the BEE deals are 10 

generally done if the BEE players get majority stake ...(indistinct) getting 

2,5% in Steinhoff why should we go all out to really just be doing it as naked 

as we have been.  We‟ll participate in the running of the business.  Such 

strong structure has largely insulated the IDC from the type of bad 

investment that PIC has been finding as empowerment transactions. 

 If deals like Steinhoff and Ayo were evaluated based on 

commercials basis with strong empowerment underpin as an additional 

comfort - an additional comfort for that reason.  Not really be the driving but 

an additional comfort.  PIC will not have exposed itself to potential losses 

worth billions.   20 

57.6 The biggest private asset manager of RSA origin is or similar size to the 

PIC – R2-trillion and they will not tolerate any losses in their credit mandates 

or private equity why should PIC tolerate its losses worth billions because of 

the size.  Such reasoning is routinely given by the PIC to the Parliamentary 

oversight committees to say no we a big fund.  But let‟s be honest if deals 
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are done properly surely that ...(indistinct) shouldn‟t be an argument that no 

we a big fund.  I mean if we are doing it then properly that can be done.  We 

have seen some other companies that have done that before. 

 We need to – in 57.8.  Up until the PIC started playing significantly 

in an unlisted space in 2009 there was a limited interest on it.  All the noise 

around the PIC has to do with ill structured BEE deals and unlisted space 

investments.  Almost all of these controversial deals were done under the 

CEO - the former CEO.  Maybe there is a case of moratorium – I mean to 

say then no let‟s put a structure in place – proper governing structures 

arising from this Commission with the recommendations that they will give to 10 

say or even permanent ...(indistinct) of certain types of deals.  I mean 2,5% 

for R9,3-billion was too rich to give to one consortium as I will put.  But if 

there is a better rationale for such that can be but the point is that maybe 

there should be some sort of moratorium or we have a transition where 

infrastructures be put in place and be done properly. 

 Irregular activities with regards to staff appointments and 

nepotism. 

MR EMMANUEL LEDIGA:  Just a question.  Are you saying that the PIC shouldn‟t fund 

BEE deals that are like 3% shareholding, 55 % and all that? 

MR PAUL MAGULA:  I really won‟t say that Mr Commissioner.  My point is just to say 20 

that no we only have one example of such happening and it was not the best of 

decision that were once made and it could be that that we need to really look at it and 

to see what could really be the best to find such. 
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But not to say BEE shouldn‟t be done.  PIC has a role to play within the 

transformation space and if PIC was to be out of that we might find that no there is no 

transformation as we need it. 

MR EMMANUEL LEDIGA:  So you are saying that if the structure is right we could do 

this kind of a transaction? 

MR PAUL MAGULA:  I‟m saying that no if the structures are right let it be there – let 

there be consideration and ...(indistinct) an investment position and that is what needs 

to happen.  Let it be looked because I mean we don‟t want to close the doors.  I don‟t 

think PIC should close doors for transformation.  It cannot be, it‟s not possible.  

ADV JANNIE LUBBE SC:  Thank you.  I think you‟ve dealt with the other points you 10 

can now move to paragraph 58. 

MR PAUL MAGULA:  Mr Chairman – Mr Commissioner there have been what I think is 

irregularities with regard to staff appointments and nepotism which I had put them 

forward here and ja. 

“Appointment of certain staff members done without following a transparent 

recruitment process.  I need to state that Ms Rubeena Solomon was 

appointed as an Executive Head Investment Support without approval or 

organizational structure changes, advert and interview process unless if it 

had happened without my knowledge.  PIC did not have staff promotion 

unless if I didn‟t know or was established after I was dismissed.  20 

 Mr Adriaan Lackay was appointed in the department of 

communications within PIC without and advert and interview unless if it 

happened without my knowledge but I know for a fact that I didn‟t see such.”  
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ADV JANNIE LUBBE SC:  I‟m sorry to interrupt I gave the undertaking a while ago that 

I will refer to the terms of reference Mr Commissioner.  This is 1.14 of the term of 

reference.  It‟s on that basis that I present this evidence.  

MR PAUL MAGULA:  Mr Koketso Mabe was on sabbatical leave for year.  However 

was granted full bonus payout for the year 2015, 2016.  It can be checked that.  How 

could someone in sabbatical leave be receiving bonus without having worked.  If he 

had not worked is that regular to be getting a bonus. 

I mean it is a known fact he was favourite to both the CFO and the CEO.  

There is an issue of Brian Mavuka, GM Finance.  He was disciplined and given a 

written warning but also get a bonus and salary adjustment because he is a favourite of 10 

both the CEO and CFO.  Tumi Molobi who possibly had the same – what you call – she 

since has resigned and having done what probably was the same thing that Brian 

Mavuka has done. 

These are issues that the internal audit – I have conversation with internal 

audit during my period when I was still at PIC and they were investigating these 

matters.  Also the Kapei Phahlamohlaka went and concluded a contract to sell a piece 

of client land in Midrand whereas he has not authority to do so as only such should 

have been decided in a committee and which is the PMC.  Nothing happened because 

he is a favourite of the CEO.  Internal audit had report and I got this in conversation 

with the head of internal audit. 20 

MR EMMANUEL LEDIGA:  Just a question.  On Ms Solomon I think there was 

something said about that why she was appointed.  At some point in time there was 

some explanation about it. 

CHAIRPERSON:  Advocate Lubbe? 
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ADV JANNIE LUBBE SC:  I think you absolutely correct Mr Commissioner.  I‟ll follow it 

up and I think it was in the evidence Mr Pholwane the Executive Head of HR.  I‟ll come 

back to you on that score. 

MR PAUL MAGULA:  I didn‟t know that Mr Commissioner. 

“Requesting of information by the CFO from server maintenance, Mimecast.”  

This suggest issues that I have ...(indistinct) raised some questions.  

- Could it be that the CFO can request that some emails from the targeted 

individuals on leakages that affected him be erased? 

That is just a question. 

- Could it be that he can ask to erase data that affects him and CFO in the 10 

company server seeing that he paid out Vuyokazi Menye and appointed 

someone amendable to him? 

- Could it be that from the period he knew that he was to be investigated he will 

have cleaned all the information that affected him, changing minuets, 

memorandum, ect.  Having suspended the company secretary Bongani 

Mathebula. 

- Could it be that all laptops taken from staff subjected to leakage of information 

or who have been involved in matters that are said to have been leaked, their 

laptops will have been cleaned of such information. 

This ...(indistinct) my questions earlier that those were just three things that I was just 20 

concerned about. 

ADV JANNIE LUBBE SC:  Thank you, you can proceed on paragraph 63. 

MR PAUL MAGULA:  Peculiarities within PIC which I felt that the Commission needs to 

be aware of. 
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“Risk department specifically credit risk is never involved in drafting of 

investment legal agreements.  The process was such that it was so very 

secretive only investment teams and legal teams were involved.  That is an 

anomaly in the investment space.” 

ADV JANNIE LUBBE SC:  Mr Commissioner I would like you to highlight this.  Further 

evidence will be provided to the Commission on this score. 

MR PAUL MAGULA:  “Appointments of transactional advisory – some advisory  

companies have high hit rate within PIC.  Such as Sao Capital, Tirhisano 

Advisory and and Symphony Capital.” 

ADV JANNIE LUBBE SC:  Sorry can I again interrupt.  Will you just in brackets Mr 10 

Commissioner with reference to Sao Capital.  It refers to a person Nana Sao and 

evidence will be brought to this Commission on Mr Nana Sao and to Tirhisano Advisory 

has to do with a person by the name of Kingdom.  And evidence will also be brought to 

this Commission on this person. 

MR PAUL MAGULA:  “Some members of the teams of these advisory companies have  

more authority than the people within PIC about investment processes.  

Their voices I need to mention to Mr Commissioner are heard more than the 

people within the organisation.  They advisory team members no more than 

the employees within PIC with regards to the same transaction that their 

employers need to position internally within PIC.”  20 

Which to me ...(intervention). 

MS GILL MARCUS:  Sorry can I just ask on that.  Sorry to interrupt you.  When you say 

they know more it‟s not because they have – it‟s that their knowledge is better.  If I 

understand you correctly is that they have more information?  Who has the information 
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– internal people or the advisors?  It‟s not you know I know I‟m cleverer than you I‟ve 

got more information. 

 It‟s a question of where does the information lie in the PIC itself or in the 

transaction?  Shouldn‟t it be both? 

MR PAUL MAGULA:  I agree with what your raising but the issue is that to find that no 

you are an executive for whatever you were supposed to know you don‟t know.  It has 

some sort of – I don‟t know whether the word demeaning will be the right word but lack 

of a better word that is what it is. 

MS GILL MARCUS:  What I‟m raising in that when you say you know – I‟m looking at 

the questions of do you have the knowledge otherwise it can be interpreted that you 10 

don‟t have the skill. 

MR PAUL MAGULA:  No, no, no. 

MS GILL MARCUS:  It‟s a question of access to the information ...(indistinct) because 

the way it could be hear interpreted is that the people have – they know more.  It 

means that they have better skills.  It‟s not that it‟s better access to information.  

MR PAUL MAGULA:  That is the better access to information.  That is exactly it yes.  

Thank you Mr Commissioner.  I‟m going to paragraph 66?  

ADV JANNIE LUBBE SC:  Yes. 

MR PAUL MAGULA:  Ja.  So paragraph number 66 which speaks to the summary 

background of my victimization demotion, suspension and dismissal. 20 

MR EMMANUEL LEDIGA:  These three companies you are referring to are they like 

the key ones which had been getting the advisory mandates or whatever, do you know 

through the PIC? 
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MR PAUL MAGULA:  There could be some but I just want to say that no if you look at 

hit rate ...(indistinct) very successful that‟s all what I‟m trying to say.  There could be 

some, there could be some. 

MR EMMANUEL LEDIGA:  Okay alright. 

MR PAUL MAGULA:  Ja.  I‟m coming to paragraph 66 which speaks to victimization, 

demotion, suspension and dismissal.  From paragraph 66 to around 75.  I‟m just giving 

a summary and I will give the details thereafter. 

“I have been employed since 2007 in various capacities and on the 9 th March 

2015 I was appointed by the employer in the capacity of Executive Head of 

Risk.  The appointment contract contained a six month probationary period 10 

during which the employer was to determine the suitability of the 

employment.  I successfully completed the probation period and continued to 

work as the Executive Head of Risk. 

 On the 13th February 2018 the employer handed me with a letter 

dated 7 February 2018 of which Annexure is attached – it‟s there.  The letter 

detailed an unfair unilateral demotion from the position of the Executive 

Head of Risk to the position of Head Regulatory Compliance.”  

CHAIRPERSON:  Sorry just for the record – correction of the record.  You read in the 

first paragraph 66 – you read 2007 instead of 11. 

MR PAUL MAGULA:  Oh 2000 ...(intervention). 20 

CHAIRPERSON:  Is it 11 or 7? 

MR PAUL MAGULA:  It is 2011 Mr Commissioner. 

CHAIRPERSON:  Yes thank you. 

MR PAUL MAGULA:  Thank you. 
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“Pursuant to the PIC letter 7 February 2018.  The PIC further met with me 

and they furnish me with me new contract of employment signed by the CEO 

on 14th February 2018 for me to sign.  The new contract was purporting my 

acceptance of demotion.  I did not accept the demotion as being fair and did 

not agree to the novation of my existing employment contract with the 

employer. 

 As a result of this unfair conduct of the employer I referred a unfair 

labour practice dispute relating to demotion to the CCMA. The matter is 

pending before the CCMA.  On the 1st March 2018 I was served with a letter 

dated 28 February 2018 detailing a proposal to place me on record and 10 

requesting me to make representation why I should not be suspended by not 

later than 17:00 of the same 01.03.2018 upon which I was served with a 

notice proposing my suspension. 

 I furnish the employer with my representation on 1 March 2018 

and the following day on the 2nd March 2018 I was served with a notice of 

suspension.  I should also state the on the 1st March 2018 I was served with 

a notice to attend a disciplinary enquiry and charges on the 8 th March 2018.  

The said notification contained charges that I had to respond to by the 

employer but on the second date of the hearing after I had pleaded to the 

charges on the 8th March unprocedurally and unfairly introduced further 20 

charges at the second day of the searing of the hearing.”  

ADV JANNIE LUBBE SC:  Can I just interrupt you here again Mr Magula.  Did you 

have legal representation at these hearings? 

MR PAUL MAGULA:  I didn‟t have legal representation. 

ADV JANNIE LUBBE SC:  Why not? 
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MR PAUL MAGULA:  I asked for legal representation during the process.  The 

Executive Head of HR told me that you know this is an internal matter which we will get 

you –unless if you want to be represented by an employee of the PIC or else – but we 

also well accord you an interpreter which you can request from the PIC. 

ADV JANNIE LUBBE SC:  Thank you proceed with 72. 

MR PAUL MAGULA:  “Disciplinary proceeding charged by the Advocate Pillay which is  

Pranisha Pillay – Maharaj was conducted and I was finally dismissed n the 

19th April 2018.  Summary of arguments against my demotion, suspension 

and dismissal and the judgment hereof is Annexure J and K.  In the heard 

both CFO and CEO in their closing remarks they stated that they cannot trust 10 

me and they cannot work with me.  What was peculiar about those 

statements was that my charges were mainly with regard to performance and 

trust.  The Chairperson also never appreciated the events that preceded my 

disciplinary.” 

I‟m talking about what I will then present in paragraph 76 thereafter.  

“The judgment was based on the fact that the trust relationship 

has broken between myself and my employer which was contrary to the 

charges raised against me.  This supports the Executive Head of HR 

assertion that this “people could make flimsy charges against you Paul, they 

do not want you.” 20 

That is what he said and I will speak to that as I speak to the events in detail.  

ADV JANNIE LUBBE SC:  Are you referring to Mr Polwane? 

MR PAUL MAGULA:  I‟m referring to Mr Pholwane.  The details of the events that 

preceded my dismissal are as follows: 
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“During July 2017 there was a project.  Lancaster was to be positioned to the 

Board Investment Committee.  The PIC was in transitionary phase.  I need to 

mention that as the board chairperson was not yet confirmed by the cabinet 

after the March 2017 reshuffle another board member Dr Xolani Mkhwanazi 

was newly added to the board of PIC and was to become the Deputy 

Chairperson of the board and thereby becoming investment committee 

chairperson.  During this period Ms Dudu Hlatswayo was acting chairperson 

of the PIC Investment Committee. 

 On 16.07.2017 the PIC private equity team presented a 

Steinhoff/Lancaster transaction through the investment committee.  Risk as 10 

always will have its reports presented after the transaction team has 

presented it in such forums.  We has reservations on the merits of this 

transaction which I haven‟t really stated much about it - about them in the 

previous presentation.” 

ADV JANNIE LUBBE SC:  Sir you can proceed to 80. 

MR PAUL MAGULA:  “I could recall during that meeting on the 16.07.2017 I could  

recall mayhem in the boardroom with regards to this transaction on that day.  

The IC members even requested that they be excused for a period to 

discuss the transaction outside the boardroom.  The internal audit was 

instructed by IC to evaluate the risk and revert to the IC.  That didn‟t happen 20 

that day so there was – the meeting adjourned then the internal audit has to 

do their assessment and come back to the IC by round robin.”  

ADV JANNIE LUBBE SC:  Can I just ask you.  Is it normal for the investment 

committee to ask internal audit to evaluate the risk if they in possession of a risk 

report? 
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MR PAUL MAGULA:  This was the first of its kind I need to mention to Mr 

Commissioner.  So there was Risk that had its reservations, plus we did not have sight 

of the internal audit report that was to either support or neither support the transaction.  

PIC on behalf of GPF invested in sign ...[indistinct], the transaction was effectively 

approved without considering credit risk opinion because it was bulldozed through.  

That shows complete risk regards for governance tools.  The 9,3 billion approved 

without considering risk opinion and now 5 billion has been paid as a result.  

Sometimes the amounts makes one wonder if this was not bigger than the so-called 

said capture.  This is just one deal and PIC is almost 5 billion under water due to the 

complete disregard of basic risk, credit risk assessment.  During this period I am on 82.  10 

The transaction team accused the Risk Team which was literally my subordinate 

Chibongwa Godadza and myself of blocking the transaction.  My subordinate was also 

told that we know that it is not you who has done this, you were doing this from 

instruction.   

ADV JANNIE LUBBE SC:  Can you just for the record identify the leader of the 

transaction team who made this accusation?   

MR PAUL MAGULA:  There was Horatios and the statement that I have written there in 

italics, my subordinate told me the night it comes from the CFO.  And that could only 

mean, mean me as the Head of Risk Division.  On that day some colleagues 

approached me to go to the CEO to level the matters with him as they felt that Risks 20 

should not have raised their concern at that forum.  But there was no other way Risk 

would have done it as the transaction was being rushed without considering all views 

raised.  The following period the CEO was back.  I made him aware that from where we 

stand as Risk we … 

MS GILL MARCUS:  Sorry can I just go back to your point there about colleagues 
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approached you.  Were these colleagues from within your department or whether it was 

colleagues from outside of the Risk Section? 

MR PAUL MAGULA:  They were not within my department, they were colleagues from 

Legal and the transaction side. 

MS GILL MARCUS:  So they were basically saying, you know what they want and don‟t 

raise the problems it is going to have consequences? 

MR PAUL MAGULA:  That was the point. 

MS GILL MARCUS:  Is that what your interpretation was? 

MR PAUL MAGULA:  That was my interpretation. Thank you.  The following period the 

CEO was back.  I made him aware that from where we stand as Risk we do not find 10 

comfort on the transaction in that we feel that we PIC on acting on behalf of the GPF 

are not acting on the best interest of the client GPF.  I could see that I have added more 

to my deteriorated relationship with the CEO because prior to this I could see that there 

was no rapport between me and the CEO.  By end of July 2017, around early August, 

the CEO called me to his office and he said to me, I am aware of the people you meet 

outside who wants to dislodge me.  I no longer trust you.  That is really what he said.  I 

asked him, am I allowed to say anything in response to that accusation?  He said, you 

are not allowed, you should have done it, so, so.  You should have done so a while ago.  

From there and then I knew that I have fallen out of favour, I continued to do my work 

and reported to Executive Committee of the PIC and any other Committee of the 20 

organisation.  I then realised that … 

MS GILL MARCUS:  Sorry, just on that.   

MR PAUL MAGULA:  Yes. 

MS GILL MARCUS:  Just when you say that, that you meet people outside or he said 

that you meet people outside, do you know what he was referring to?   
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MR PAUL MAGULA:  He was saying then, I know I mean Paul there are some people 

who you meet and it could be some politicians or some people that have influence in 

the position within – I don‟t know.  But I didn‟t know what he was talking about because 

he never gave me an opportunity to really say, to have conversation.   

MS GILL MARCUS:  How do you think he came about a view that you were meeting 

with people who would, who were planning to dislodge him?  I mean what was your 

interpretation of that statement and what knowledge he may or may not have had and 

whether in fact you were meeting with people that he could have a suspicion about? 

MR PAUL MAGULA:  You see, I mean you meet many people Mr Commissioner and 

then when you meet people you won‟t know which ones are favourite to either the CEO 10 

or whatever.  And to be honest with you I would not have known but for me I have, I 

have, I really didn‟t know specifically to which people because I would have loved to 

engage more on really to understand that issue.  I would have loved to engage more.   

CHAIRPERSON:  I think what the Commissioner is really asking, were you involved in 

discussions with outside people to topple the CEO? 

MR PAUL MAGULA:  No ways.  I really was a small boy to that.  I need to state that 

categorically, I am not in a position to do that and I don‟t have influence to that level.   

MR EMMANUEL LEDIGA:  Thank you so much. 

MR PAUL MAGULA:  I then realised that I am no longer considered for some functions 

and at times my subordinates will be asked to do some work without my knowledge or 20 

without my input.  Some of my subordinates will make me aware that they have been 

given tasks by the CEO and this is what they are busy with right now.  And some 

subordinates will never bother to tell me and will run with tasks without even letting me 

know.  And I will at times be expected to be reporting on things that I do not even know 

where it originates from.  During this period – okay.  During this period I will speak to 
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those that could listen, making them aware of what I am going through.  But none of 

them had power to change anything and it remained like that.  And this were all internal 

people.  I am talking about people who were friends, I am talking about like from 

transactors, legal, if you are an Executive Head you would normally go for lunch 

together.  That was the point.  In July 2017, email from him in my work‟s laptop during 

the performance management review period, my score was to be moderated by the 

CEO as I report directly to him.  During that period he was not in the country and he 

had to evaluate or provide my rating score.  He rated me at 3,75 which was rich out of 

5.  His email feedback showed a person who was angry with me.  Tone of the email 

was aggressive.  I would like to believe that the investigators can have access to my 10 

email and have this to see what was there.  Tone of the email was aggressive.  I could 

sense I am not needed.  During this period there could be no way that a proper 

conversation could spontaneously be possible.  I always awaited his call and will take 

advantage of that to report what I was busy with in my department.  In and around the 

middle of August 2017 and September 2017, the CEO asked me to meet him.  He said 

to me, I see you are withdrawn.  I said to him, having been accused of being against 

you and there are these issues leakages about corruption and irregularities against you 

and the CFO, I thought it will be prudent to rather be at a distant and have the 

investigation completed so that we get to understand if I am the one who leaked 

information or not.  Because I mean I was just all over the place to understand what is it 20 

that he was accusing me for.  He says then, I meet people.  Then there is leakages of 

information.  Then he said, he also said that, I want you to be aware that I probably 

overreacted the way I spoke to you the last time.  I said to him that, I am his 

subordinate and he is at liberty to correct where he needs to correct me.  More than 

anything he is my mentor.  I would like to learn more and seek to be guided where there 
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is a need.  He then said that, I just want you to be aware that political environment is 

not good and I need you to be careful.  I said to him, it would be nice to continually 

have conversations of this nature with him so that I be equipped, so that I do not fall 

into traps.  The meeting was finished like that.  Several allegations against the CEO, 

that is paragraph 89, where around September 2017.  An investigation was started to 

understand who is leaking the information.  I happened to be one person targeted to be 

investigated and I have mentioned the names of those that were targeted, the seven of 

them, and I still question as to what was their or how were they chosen?  It is normal 

occurrence that I should have monthly meetings with the CEO with regards to Risk 

matters.  There was a scheduled meeting for the 4 th October 2017 at 09:00 with the 10 

CEO.  I was going to this meeting thinking that this is my normal monthly meeting with 

the CEO.  Unbeknown to me as I proceed to the CEO of Risk where we normally have 

our monthly meeting, the CEO‟s PA told me, I was told you  should wait outside the CEO 

will come out.  It was very strange to me but I obliged.  The CEO came out.  On our 

way to the Board room he said to me, you will remember I was given the mandate by 

the Board to investigate the leakage of information.  He further said that he wants me to 

contribute to this.  He led me to Gaeleshwe, which is the CEO Board room.  In that 

Board room there was my colleague Bongani Mathebula, Company Secretary, who was 

busy being interrogated.  The CEO asked me if I will be fine with waiting for them to 

finish with Bongani and thereafter I will get in.  I said, I will be fine he can go.  He 20 

should not wait to introduce me.  I had my turn into the Board room.  There were two 

gentlemen, one introduced me himself as Mr James Lekubo, the Director of Naledi 

Forensic Advisors.  I forgot the name of the other gentleman who was with him.  Mr 

James Lekubo requested that the other gentleman excuse us and we were left with the 

two of us, Mr James Lekubo and myself.  Mr Lekubo started introducing the subject of 
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investigation to me.  And he said to me, Dr Daniel Matjila hold you highly and he has 

invested a lot in you to be where you are.  As to where this was coming from, I do not – 

I did not know.  I said, I acknowledged the role that Dr Daniel Matjila has played in my 

life and the guidance he has provided to me as my boss.  Mr Lekubo then said to me, 

he wants me to be honest to him concerning these issues of leakage of information.  I 

said to him, I will be as honest to the best of my knowledge.  He said to me that, don‟t 

forgot that the CEO has knowledge of everything.  I also did not know where this was 

going.  He then asked me, who are the people I am in contact with?  I told him that, I 

speak to various people and I got to know them and I have no personal relationship 

with them.  They will at times ask me about how does application of funding work.  Mr 10 

Lekubo then showed me a document.  I observed the document.  He then asked me 

whether I recognise the document.  I said to him, I do recognise the document as it was 

one of the documents that was once presented at Exco for the approval of funding of 

the PIC SCI bus.  He said that, you know that these document has been in the media?  

I said, yes I have seen that and was surprised also about that.  He asked me the 

question, who do you think would have leaked the document?  I said, I do not know.  He 

asked me a question, why do you think the person will have leaked the information?  I 

told him that, maybe he has a CEO that was just my way of saying it .  I should mention 

that none of the other allegations nor any other emails were presented to me nor did I 

ever was questioned about them.  Only the girlfriend story I was questioned about.  20 

Further, I was never questioned on the veracity of the allegations, but only the question 

as to who do I think will have leaked the information and for what reason could the 

person be doing this.  I thereafter realised that whoever is being interrogated was part 

of the people suspected to have leaked the information and sooner or later they will be 

victimised as it is a norm here at PIC.  As to how the people were chosen to be 
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interrogated, I do not know.  I later realised that there were at least seven people who 

were already targeted.  I later found out that there were requests authorised by the 

CEO to have some surveillance to this people‟s emails.  PIC Chairperson, affidavit 

shows that.  Knowing how the PIC environment is like and the attitude of the CEO 

towards anyone who is assumed to be not in his favourite, I knew that whoever is part 

of that will be a target for exit.  With my prior tough conversations I had with the CEO 

about not being trusted and so on, I knew that I was mainly a target in the whole 

process.  Never did I have sight of Naledi Forensic Advisors report.  Being an Executive 

Head never was I part of their appointment of BCX Naledi Forensic Advisors, which I 

never expected if I am also a suspected party to the leakages.  Neither Internal Audit 10 

had heard who Funa Magwani  was.  My relationship with the CEO remained bad.   

ADV JANNIE LUBBE SC:  You have dealt with 98, so you can proceed to 99. 

MR PAUL MAGULA:  The Board ran with matter on the aforesaid allegations, again this 

is CEO.  Neither any opinion or the advice on the issues was sought from the Head of 

Internal Audit or Head of Risk.  Safe for the review by Head of Internal or Audit 

response to the Board pertaining to the girlfriend story.  However and surprisingly the 

Board exonerated the CEO.  As I indicated earlier it was very strange that the Board 

that mandated the CEO who is an implicated person in the matter to investigate 

himself, which presented a conflict in this regard.  During this period, paragraph 101, I 

made the Head of Internal Audit, Lefuno Nemagovhani aware that there seems to be a 20 

notion that I am the suspect in the leakage of information arising from the fact that the 

CEO made it clear that he cannot trust me.  I therefore requested that he, the Head of 

Internal Audit, Lefuno Nemagovhani should deal with the issues of allegations 

pertaining to the CEO without me as I did not want to jeopardise any process that might 

be embarked on.  Investigations or review in the conduct of the CEO with regards to the 
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girlfriend was done without my input.  Never was I in conversation with the Head of 

Internal Audit.  Of concerns though was the same issue that arose during the Naledi 

Forensic Advisors, the veracity of the allegations against me, the CEO, CFO, was never 

tested.  It was never fully ventilated and tested.  Once the Board had cleared the  CEO 

of wrongdoing, I asked the Head of Internal Audit, what about the other allegation?  He 

said that, he was told that he should stop all investigation by the Chairperson of the 

Board, Mr Buthelezi.  This happened after the Board strategic session during 2017, 

November 2017.  A request by the CEO for me to leave the PIC.  This issues are 

happening before my demotion and my ultimate dismissal.  The CEO has previously 

requested me to leave the CEO citing the fact that he cannot trust me.  There was no 10 

ground for this.  On 17/11/2017 PIC had a Board meeting.  When the meeting finished, 

the CEO said to me, we should find some time to meet in the coming week.  That was 

the weeks in that the 20th November 2017, we met and he told me that he can no 

longer trust in me and he will like me to consider that we part ways.  I asked him, are 

you wanting to buy me out?  He said, yes.  He further said, I should take a week off so 

that I think about the matter and revert on Friday which was going to be the 24 th of 

November 2017.  I said to him, there is no need for me to be on leave, I could be able 

to think coming to work.  So I didn‟t take leave that day.  The day I was supposed to 

report back to him on the 24 th/11/2017, there was a special Board meeting that took 

longer than I expected.  I thought the meeting would not finish on time and I left the 20 

office.  I saw a missed call from the CEO.  I phoned him back.  He asked me as to 

whether I did think about the issue, his offer for me to exit PIC.  I said, I have given it a 

thought and he should acknowledge that it was short notice.  I told him, I am sorry I 

cannot accept his offer.  I further said, he and I should find a way to work together.  He 

said to me that he was travelling and he will arrange that we talk when he comes back 
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so that we can chat the way forward.  The meeting never happened.  I waited for him to 

arrange and he never came back until I was demoted and fired.  During this period I 

could no longer have normal communication with the CEO and the CFO.  I will go to 

Exco meetings, report what I needed to report.  In and around December 2017 my team 

was busy with IO transaction.  The person I assigned to the transaction was the same 

Minchipa Mondaza an analyst within the Risk Division.  Below is the background 

summary of what happened with IO transaction which I don‟t want to get, I don‟t want to 

repeat it.  But I need to state this categorically which I further know the Commission 

needs to be aware of.  I was not happy to just approve the transaction without having 

done due diligence.  My arguments were as follows:  this is the details of what my 10 

arguments were:  We are fully underwriting the whole placement of 4,3 billion which we 

have since realised I know, in fact PIC that was not underwriting per se.  It was just PIC 

being a participant full force.  BT Technology which were told IO 6 to acquire was a 

closed book and we have not had sight of anything from that company.  And it was to 

be the company that almost all revenues of IO Technology will depend on.   

ADV JANNIE LUBBE SC:  Can I just ask you, who told you about BT Technologies as 

stated in 108.2? 

MR PAUL MAGULA:  The transaction when it was provided to PIC was that the funding 

will also be used to buy BT Technologies.  So that was the way I got the what you ca ll 

it.  Based on the above facts that I have raised we could not have been able to 20 

ascertain a true value of what we are buying, so the price was more speculative without 

the information that I was outstanding.  So a due diligence would have been the bette r 

way to really have the understanding of all risk that were, to be, to be considered for 

the transaction.  I received a call from Matshepo More being Acting CEO, the CEO at 

that period was on leave.  At that period the CEO was on leave, she said to me, Paul I 
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have not received your recommendations for approval or approval to this transaction, 

IO Technologies.  I said to her, I will not be able to provide my approval or 

recommendation to the transaction, it needs current form and in any way why should it 

be approved through round-robbin?  Because what had happened there was that 

Mashen Monyela who was the company secretary for that meeting, she sent a 

resolutions for waiver of due diligence and the approval thereof.  And all the what you 

call it, the members of the Sanctioning Committee which was the PMC had that.  And I 

would like to believe that no, such can be confirmed by investigation as to whether such 

emails was sent.  That conversation happened just after that email and it was, I think it 

was a day or one, a day or two after that what you call it, because I was not really 10 

giving the feedback on that.  I stated as I have indicated that I will not be able to 

provide my approval or recommendation to the transaction, it needs current form and in 

anyway why should it be approved through a round-robbin when we are fully 

underwriting the placement?  Will it not have been better if the Committee sits and have 

deliberations on the transaction?  That was the point.  I knew that this will be reported 

to the CEO but I could not care less as I already was no longer in good books with him, 

if not both of them as they are one and the same thing.  This communication was 

through a telephone conversation which if it is possible it can be found I believe.  To my 

surprise the meeting was scheduled for the 20 th of December 2017.  Prior this meeting 

20th of December 2017, I received a call from the CEO.  I do remember that day my 20 

team was having a year-end lunch.  The CEO said to me, Paul I saw a condition 

president of underwriting fees being paid to PIC.  So in the instance, that condition 

present was to say, listen if we have not received the funds to as we are the 

underwriters surely there is on transaction, you first have to pay us then ...[indistinct] if 

you choose to approve then what that too will be the way.  The CEO then says, I said 
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yes.  He said that conditions present could make the transaction difficult.  I said, do you 

want us to remove this?  That is what I asked.  He said, it will make the transaction 

easier.  I could not argue as we had my many run-ins.  I was tired of arguments.  It also 

made me realise that I am becoming an obstacle to him.  What also worried me was 

that it did not look like we cared about the client interest in this regard.  And I 

communicated this to the analyst who was to, who was dealing with the transaction 

which was Chipo Kundadza.  The analyst had made him aware that the CEO is not 

happy and life on my side is not as easy.  I did not want to go to detail what I was going 

through.  If people have doubts about my conversation with the CEO and CFO on my 

phones I would like to believe such could be verified from Teleco provide us for I have 10 

done that, those conversation were there.  On 20 th December the meeting was held and 

to approve IO Technologies.  I need to state that I could not sit in that meeting, I could 

not rubber stamp what I did not believe in.  I stayed at home, Nuba Nsibandi acted.  I 

was on leave.  In fact there was a leave that was approved for me to go on leave from 

that period.  Nuba Nsibandi acted on my behalf as will later be reflected by the minutes 

of the meeting in the next PMC held in January, there was no senior members of that 

PMC only Dr Daniel Matjila and CFO and all delegated individuals who are not as you 

will agree well vest within the investment decision making.  Furthermore this individuals 

could not dare speak anything against the two executives.  Seeing this desperation 

from the CEO and CFO, the following questions arose which I have already raised and 20 

maybe the last one in that I will raise in regard to this is 113.3.  The timing of it all.  Why 

during this period when all people in South Africa were focussing on the ANC 

conference in Narek, is it to get this done so that it slips without people noticing?  That 

was just my curiosity as I was asking myself.  IO Technologies was approved as seen in 

the minutes at the meeting held January 2018. One condition stood out.  Condition 
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president to have put option protect, to protect us against price ...[indistinct].  Thi s 

investment was done. Condition president was not fulfilled.  As to whether it was 

fulfilled later, that is another issue I was already out of the PIC.  The problem, that is 

115.  When I verified our portfolio report, I found that we have already bought and we 

are 29% exposed.  Why this concern from my side?  If the put option was a condition 

pro ...[indistinct] as per the minutes and the matters arising as I saw them, why did we 

pay the 4,3 billion if it is not yet fulfilled?  Could it be that the put opt ion was fulfilled 

within that period from the 20 th to the 20th of January?  Or to the next PMC?  And let me 

bring this to the Commissioner‟s attention that for the way it was, it would have been 

very difficult for any takers of the put option, the insurance.  Normally when you have a 10 

put option, you look at the underlining to say, is it a solid that we will be in a position to 

have a recourse for anything that could happen, if anything was to happen.  So it would 

have been very difficult to get the put option.  That insurance in that regard.  The 

answer is – ja.  As there are emails and confirmation by analysts from Risk and Equity 

sides, in any case given the poor investment case, surely that is a repetition of what I 

said. The pay-out to IO Technology without fulfilling the CP borders on reckless 

investment as I indicated earlier on and could even be deemed to be a fraudulent 

investment.  To this date I doubt if the CP was subsequently fulfilled.  I do not know.  I 

will not really commit to that, but maybe that irregularity could be used to us for a return 

of the 4,3 billion with interest.  But I reserve my comment in that regard. IO Technology 20 

was said to have been oversubscribed.  I indicated that it is something that I still get 

worried because IO Technology, we were sitting with 29% from PIC.  So that 

subscription there should have been a rationing of shareholders of that 29% to all the 

people who subscribed and PIC would have gotten a portion which speaks to what they 

probably have qualified for.  On the 2nd February 2018, there was a Board meeting 
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seeking to approve the corporate plan for onwards submission to National Treasury.  I 

thought that no, in this regard I was just wanting to take the Commission to the 

workings of how the corporate plan works, because that was one of the charge together 

with the VBS issue which I will deal with it later.  That was raised as one of my issues of 

non-performance so I wanted to bring that to the fore.  Below is a brief background on 

how the process of corporate planning is done within PIC.  During the course of the 

year strategies are held by Exco to update and recommend for approval to the Board, 

the Corporate Plan Documents.  Prior the approval of the documents by the Board, the 

documents are first discussed at Board Strategies in November of every – let us say 

November, October just to note to avoid, to avoid specifics and thereafter submitted to 10 

National Treasury.  There are no merger changes to these documents.  Since I have 

been at PIC merger changes were never done on these documents.  Like we normally 

do, every year the process of updating and discussing the documents by the Board in 

its strategy was done in November 2017.  And no merge issues were raised.  On the 

2nd of February 2018 documents concerning risk were now questioned as though they 

were never seen anywhere before at the Board.  I made all to be aware that these 

documents were submitted to Exco, to all Exco strategies and even to the Board 

strategy and then go ahead without any changes was given.  So there were no changes 

that were put to say this is the case and this is new to update.  So those documents 

were given as they are.  I further said that if there are any changes that the Board 20 

wants me to do, I am ready to do that.  That was on the 2nd when they were starting to 

question me.  I said, I am ready to do that to do what you want me to do but this 

changes, never was I aware.  Unless if they came as you reread the document which I 

accept then no, it is our duty as executives to see to it that they be addressed.  Days 

passed and the CEO then puts a Risk Workshop on the 7 th of February 2018 without 
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any communication with me and further I saw the documents changed completely from 

what we used to prepare over the years.  Surprisingly all discussion were no longer 

held with me, but Candice Abrahams my subordinate, I could see that the strategy was 

to no longer have me involved.  Anything connecting my role as a Head of Risk, 

subordinates were turned against me.  On 7 th February 2017, Risk Workshop was held 

and CEO was chairing the meeting but he was not interested on my views.  My 

subordinates will be given an ear and then realising now I should not embarrass myself, 

let me just be like I delegated ...[indistinct] to her and the team.  And I could not even 

state the happenings to my team as to what was happening.  And all I am going 

through, I contributed where I could by engaging with those that will require my input 10 

especially when we were told that that we need to deal with it.  I knew that amongst 

them more is being spoken about me wherever, whenever they meet the Executive 

Directors must appoint the CEO.  Documents were submitted to National Treasury.  I 

was involved in every step of this document‟s preparation.  Demotion:  And I just want 

to give the context to the Commission that you will realise then no, this was a act of 

victimisation in the sense that you have a victimisation, when in victimisation when you 

challenge victimisation, then a dismissal then comes through.  So I will just give the 

sequence of events starting from the demotion level.  On 12 February 2018 I was called 

to a meeting between the CEO, Dr Dan Matjila and Executive Head of Human 

Resources, Mr Christopher Pholwane and myself.  The CEO opened the meeting and 20 

stated that he has no joy in the Risk Department.  This – I need to really raise this 

because without biasedness nor trying to be biased to anyone, this is the first time that 

Mr Pholwane formed part of any engagements I had with the CEO.  And to be fair to 

him, he was not privy to the exchanges that I had with the CEO in 2017.  For that 

reason when he opened the meeting, his CEO has chosen to demote me from being an 
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Executive Head of Risk and Compliance to Head Regulatory Compliance with same 

remuneration package but will adjust the grade to a ...[indistinct] grade of the role of 

Head Regulatory Compliance.  All along this, this position was never filled.  There was 

an acting person, Devilliers Makonko who even asked the Reserve Bank to make him a 

Compliance Officer as per their prescripts to – when that person was acting.  So for 

now I am then now being demoted to become the Head of Regulatory Compliance from 

the Executive Head of Risk.  I just … 

ADV JANNIE LUBBE SC:  Sorry.  Mr Commissioner that is some 1.12 of the terms of 

reference.   

MR PAUL MAGULA:  128.  Paragraph 128, I just want the Commission to know that 10 

the Head of Regulatory Compliance is a Directory Board to the Executive Head of Risk 

and Compliance which I was.  I signed to acknowledged the receipt of letter, demotion 

letter.  I have since provided this demotion letter Mr Commissioner.  In hearing the 

above and doing what I have been subjected to over the past years, I felt that this 

cannot be or go unchallenged as I felt that this matter has the hallmarks of unfair labour 

practice.  I sought for an advice and lodged a complaint with CCMA to challenge the 

demotion.  The documents with regard to this dispute will be provided.  I think I have 

since provided these documents to the investigators.  Further to the above, on 13th of 

February 2018, 2018 I need to state that.  I came to the office to submit my signed 

letter of demotion and also receiving the employment contract for Head Regulatory 20 

Compliance, Christopher Pholwane said that I should apply my mind in what is being 

put forward to me.  He further said that the CEO wants you out Paul and for that I will 

suggest that you consider what is on the table.  He further said that they could 

...[indistinct] charges to get rid of you and they have big pockets and this could take its 

toll on you.  This has indeed taken its toll on me and my family.  On 26 February there 
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was an Exco meeting to which we were to discuss the documents to be submitted to 

the Audit and Risk Committee.  Coming on the 5 th of March 2018, I attended this 

meeting as a member of Exco based on the fact that my dispute is still pending, the 

demotion dispute.  And I saw no reason for me not to attend as it will like I am in 

dereliction of my duties, knowing the conditions I was working under I will have been 

accused of not attending the meeting again which will have been a charge against me.  

I saw I was in a catch 22 if I were to put it like that Mr Commissioner.  Below I just 

wanted to further indicate that there had been a concerted effort to get rid of me.  The 

CEO on that day of the 26 th of February 2018, to which I was charged again on the 

same issue of not having to, not having provided the documents to the Exco meeting, 10 

has called me shouting at me that are you undermining me?  I told you, you are no 

longer the Executive Head of Risk.  I said, no sir I am not undermining you.  This was 

after the same Exco meeting of the 26 th February that I was accused of not having 

deliberately not followed quality assurance procedure in one of the charges in the 

charge sheet which I have provided the documents.  So I also if there is a possibility of 

access of the computer, I replied to this email when I said, no sir I am not undermining 

you.  And he said that, no – I mean I just cannot remember the reply but there is an 

email that will confirm that no, I wrote to him making him aware verbatim of the words 

that he said to make him aware.  It is becoming difficult for me to work in the 

environment.  On the 1st of March 2018 I was served with a letter dated 28 February 20 

2018, detailing a proposal to place me on record and requesting me to make 

representation why I should not be suspended by not later than 17:00 of the same date.  

Oh and I put this forward in my summary background, upon which I was served with a 

notice proposing my suspension.  I finished the employ with my representation on 01 

March 2018, the following day on March 2018 I was served with a notice of suspension.   
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MS GILL MARCUS:  Sorry can I just ask in relation to that given that it was the same 

day, were you given the opportunity to consult with legal counsel or labour 

representation within the organisation or external?   

MR PAUL MAGULA:  Mr Commissioner, the issue of legal representation, I raised it at 

the beginning of demotion when this became a process now because I could now see 

that now I am going to for all stages of dismissal or of labour process.  I asked Mr 

Pholwane to say then no, I need legal representation.  He said, but not this is an 

internal matter.  You are not allowed to get a representation.  I think if I am not 

mistaken, I stand to be corrected, the letter – there is an Annexure H that speaks to a 

letter wherein my charges were being said and that letter says then my representation 10 

will be an employee.  Only an employee and also the issue of for me getting a what do 

you call?  What do you call this?  An interpreter for if through PIC that will help me if I 

need an interpreter.  But never was I given that opportunity.  And in fact what was 

surprising even when I heard the Commission‟s evidence from the other witnesses here 

to say that they had representation, I was surprised that no, that opportunity was 

denied for me which I will have sought for it and so my advice was limited to, to just 

consult outside without having any person to really come on my behalf against the 

employer.   

MS GILL MARCUS:  In terms of the labour practices in the PIC, would it have been 

something that you could have, because if you looked at the letter which is actually 20 

appendix before that.  It is the appendix before that.  It is Appendix H.   

MR PAUL MAGULA:  Yes. 

MS GILL MARCUS:  To attend the disciplinary.  You can be represented by a fellow 

employee of your choice.  That is the only representation in terms of the Employment 

Code? 
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MR PAUL MAGULA:  Mr Commissioner I am not as knowledgeable to that.  But that 

was what I was advanced for me and then given to me.   

ADV JANNIE LUBBE SC:  But the point you made I think is that in the case of the IT 

people, Mr Menye, Mr Mayisela, they were afforded legal representation at thei r 

disciplinary hearings.   

MR PAUL MAGULA:  That is exactly what I am saying.  That they were afforded that 

opportunity and ja.  That is the unfairness of that. 

ADV JANNIE LUBBE SC:  Mr Commissioner, I am going to a next phase now of the 

witness.  It is 1 o‟clock.  Can I request that we have a shorter lunch adjournment?  I 

would like to finish this witness by hopefully by 14:30.  And then fit in another witness 10 

before we adjourn today.   

INQUIRY ADJOURNS 

INQUIRY RESUMES 

ADV JANNIE LUBBE SC:  Thank you Mr Commissioner if you can just remind the 

witness he is under oath. 

CHAIRPERSON:  Yes.  Mr Magula you still under oath. 

MR PAUL MAGULA:  Thank you. 

CHAIRPERSON:  Thank you. 

ADV JANNIE LUBBE SC:  Thank you Mr Commissioner.  Mr Magula we are now 

paragraph 136 of your statement. 20 

MR PAUL MAGULA:  Paragraph 136. 

ADV JANNIE LUBBE SC:  One three six Mr Commissioner.  I was reminded to speak 

into the microphone and Mr Magula you also asked to speak into the microphone.  

MR PAUL MAGULA:  I will do that.  Thank you.  Thank you Mr Commissioner.  

Paragraph 136 reads: 
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“I should also state that on the 1st March 2018 I was served with notice to 

attend a disciplinary enquiry on the 8 th March 2018.  The said notification 

contained charges that I had to respond to but the employer on the second 

date of the hearing after I had pleaded to the charges on the 8 th March 2018 

he unprocedurally and unfairly introduced further charges at the second day 

at the sitting of a hearing.  I have provided the documents which are 

Annexure G and H but we‟ll deal with the two charges that were advance in 

this Commission as follows: 

But I won‟t read that as it is already in the annexure and I‟ve written that ...(indistinct).  I 

need to state this categorically that there is no substance on the allegation number one 10 

which ...(indistinct) that I am a non performer and this – I will speak right through from 

paragraph 138.  The Executive Head ...(intervention). 

ADV JANNIE LUBBE SC:  Can I just stop you there.  To sum up the charges refers to 

under performance is that correct? 

MR PAUL MAGULA:  The non performance? 

ADV JANNIE LUBBE SC:  Ja. 

MR PAUL MAGULA:  Yes. 

MS GILL MARCUS:  Sorry can I actually ask that I think it would be useful to read in 

135.1 and 2 ...(indistinct).  I think it will actually be useful.  

MR PAUL MAGULA:  Okay. 20 

ADV JANNIE LUBBE SC:  135.1 ...(indistinct). 

MR PAUL MAGULA:  Okay. 

“You have since 2017 deliberately been indifferent toward your duties as 

Executive Head of Risk a position of strategic importance to the PIC which has 

resulted in you rendering work of poor quality which is not in accordance with 
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the performance standards required of someone in your position.  Despite 

being made aware of the PIC‟s dissatisfaction with your work performance and 

been given the opportunity to explain the reasons for such poor performance 

including the opportunity to remedy ht performance you have failed and or 

refused to do so.  The most recent instances of your deliberate failure to take 

care of your duties alternatively you are indifference towards your duties are: 

135.1.1  Your reports dealing with risk framework to the Board Meeting of 2 

February 2018 were of poor quality that they could not be considered 

and be deliberated on by it. 

135.1.2 Was during 26 February 2018 you deliberately bypassed the PIC 10 

normal quality assurance procedures in respect of the submission of 

reports to it‟s board and subcommittees, such as the Audit and Risk 

Committee in that you submitted a substandard and wholly 

inadequate report without it being checked and signed off by 

Executive Directors in the first instance as well as the PIC‟s EXCO in 

the second instance prior to its submission to the board.  Your 

conduct in this place the PIC at risk and has seriously hampered its 

operations.” 

ADV JANNIE LUBBE SC:  Can I just ask.  It is stated in 135.1 that you‟ve been given 

the opportunity to explain the reasons for such poor performance including the 20 

opportunity to remedy the performance you have failed and or refused to do so.  Is that 

factually correct or incorrect? 

MR PAUL MAGULA:  It is not correct I have never been subjected to any performance 

management nor any other process of management performance. 
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MR EMMANUEL LEDIGA:  I don‟t understand.  So there was no performance you 

know appraisal done on you? 

MR PAUL MAGULA:  Performance appraisal is done every year for performance 

bonuses, for salary increases and everything.  But in this regard they were arguing that 

no my performance it‟s not good and for that reason that is why they are charging me 

for that performance which was alluded to by the Executive Head of HR who came 

...(indistinct) he was fired for performance issues.  That was the issue.  

So it was something that emerged so you will have a situation where over 

the period Paul has been performing but during the course – around the 2nd February 

and to the 31st March Paul hasn‟t performed.  That was the argument that they were 10 

putting but all along if I were to give you the context of the issue is that Paul has been 

performing and even during that financial year Paul was ...(indistinct) bonus.  Paul was 

performing 3.75 out of 5 which is – it does look very rich if you were to talk about it over 

a period of a year. 

So there was nothing that Paul was subjected to ...(indistinct) specifically for 

anything that has happened during that period. 

MS GILL MARCUS:  Sorry can I just be more specific in it.  If you go to 35.1.  It says 

there you have been deliberately indifferent despite being made aware of the PIC‟s 

dissatisfaction with your work performance and being given the opportunity to explain 

the reasons for such poor performance including the opportunity to remedy the 20 

performance you have failed or refused to do so.  You are saying nothing of that ever 

happened? 

MR PAUL MAGULA:  Nothing I can attest to that ...(indistinct).  Performance 

management is a serious issue.  Once someone starts non-performing that should be 

documented to say that no we really have concerns concerning performance 
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management.  So be it that you get put on the performance management process if 

needs be.  That was not something that happened. 

MR EMMANUEL LEDIGA:  So there were no documents with regard to that point? 

MR PAUL MAGULA:  There was no document wherein I said – I mean in as much as I 

know that there was nothing that I can say I sat there and I be evaluated to say that I‟m 

not performing.  So hence I‟m saying that now this issue was baseless and there was 

no substance to such.  That is what I‟m trying to say. 

MS GILL MARCUS:  And on – and at this hearing were documents provided at all from 

the HR department or for people who would have overseen the performance 

management to improve - were any documents presented to the hearing that you were 10 

aware of or that you had seen? 

MR PAUL MAGULA:  Can I put it through on the record here?  I have never been put 

on performance management so there was never a document that says Paul today we 

are in a meeting of performance management.  What has been raised was that your 

documents on a certain date – like there I‟ve indicated 2nd February and the 26th 

February your documents were not up to standard. 

I argued that point from paragraph 118, page number 30 to say that no there 

was a process of a dealing with corporate plan and this was the process and I have 

already ticked the box on these issues that I need to be dealing with and for that reason 

to raise such issues to say that no my documents were not as good.  Whereas you 20 

have never raised an issue prior that. 

It is unfairness in the sense that you want me to change what you never – 

which you saw and what you never told me to change.  That was my argument and my 

argument remains that.  So there was never a point when I was told no, no you are not 

performing.  So it was incidents of issues that I am said to have not done.  
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So you will talk about the corporate plan.  You will talk about the quality 

assurance issues which speaks to Paul you didn‟t submit your documents to and EXCO 

which you were supposed to be vetted by the EXCO for submission to the audit and 

risk committee. 

Those were the documents that they were talking about.  My question is that 

I was in the same meeting which I attended though I have already been ...(indistinct) 

which I have been called by the CEO on the same date that I am no longer an 

Executive Head of Risk which at that period you will agree with me that my situation 

was in a difficult position. 

You are sitting down in a meeting that you are not needed.  You are expected 10 

to do whatever you can do and your probably have done it.  But you have that difficulty.  

So but the point is that the issues that are being spoken about are incidental issues 

which doesn‟t speak to performance issues that I was performance managed.  

That towards what I‟m trying to ...(indistinct). 

MR EMMANUEL LEDIGA:  Let me just be clear.  So I mean how do people get 

bonuses if you don‟t performance manage them?  Were there two sort of processes of 

bonuses – you do some performance appraisal for bonuses and there is just the normal 

one where there is learning and training and all you know after that.  

MR PAUL MAGULA:  Ja and thank you so much Mr Commissioner.  There is a poor 

pole performance – it‟s not separate but this was just an issue that the ...(indistinct) 20 

were starting to institute.  It‟s as difficult as you are explaining it because I was 

surprised that no all along – I mean I got a bonus in the third – in July I was paid a 

performance bonus for my 3.75 score out of 5. 

 So ...(indistinct) if there is a process that needs to happen it will happen as 

and when we are approaching the end of the year which was not the case.  So this was 
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– hence I‟m saying that now this was more of an incidental issue to say then now Paul 

your corporate plan documents were not good. 

 Then if your corporate plan documents are not good you are not performing.  

If you didn‟t follow the quality assurance policies you are not performing and 

...(indistinct) on what basis because these documents I was in the same meeting that 

...(indistinct) assurance was not fulfilled and there was nothing raised on my 

documents. 

But I was also – I‟ve presented documents prior period before the 2nd 

February.  There was nothing that was raised.  Only at the period when you raise your 

issues and on the 2nd February then that issue of performance now will arise.  I stand to 10 

be corrected if that is procedural or – that is where my problem was. 

Hence I‟m saying that no ...(intervention). 

MR EMMANUEL LEDIGA:  So if there is year end and they‟ve done the – you know 

that appraisal and after that you don‟t perform sir you know.  Surely they should have 

some mechanism to say we can do something about that because they don‟t have to 

wait for the next cycle of the performance appraisal. 

MR PAUL MAGULA:  And that is correct sir.  For that reason I mean – I‟m not in any 

way coming to the Commission to say that no such will happen.  I‟m just saying that no 

with the events that Paul has gone through which I have stated you could ...(indistinct) 

there is this issue that is lingering in the whole process. 20 

Paul gets demoted for whatever reason I do not know.  But when they realise 

that Paul challenges the demotion process – the demotion then they only look 

...(indistinct) that they can find. 

It‟s incidental issues that has since ...(indistinct) of the 2nd February of the 

corporate plan.  Secondly the incidental issue of Paul quality assurance process which 
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by itself Paul was there and the documents were submitted there – to be submitted to 

the Audit and Risk Committee. 

So those are the issues that I‟m trying to bring to the fore.  

MR EMMANUEL LEDIGA:  Yes so basically you are saying that this would be like 

trumped up charges? 

MR PAUL MAGULA:  Exactly and it brings the same notion that I have always alluded 

to which the Executive Head of HR really alluded to ...(indistinct).  This people – just 

accept the demotion.  This people can bring some flimsy charges to get rid of you 

because they really want to get rid of you. 

 That is really what had happened.  Thank you. 10 

CHAIRPERSON:  I think my colleague when she asked the question about the contents 

of 135.1 was whether there were any documents to substantiate – documents that were 

there to substantiate the charge or the charges that there was no performance or your 

performance standard and so on.  What was expected of you? 

MR PAUL MAGULA:  The question maybe I don‟t understand it but the point is this.  

Performance is reported by performance scores and for that reason over the past 

seven years of being at PIC I was a 3.75 performer. 

 Even just before that period – maybe just to go beyond on page 34 I need to 

state that over the past seven years of working for PIC of which approximately 3,5 I 

was Executive Head of Risk.  I have average 3.75 of 5 as my performance score.  20 

 I have consistently received performance bonus over this period.  The last 

received in August 2017.  Furthermore I have received long term bonus on incentive 

which is given to those that organisations seeks to keep as they are deemed to be an 

asset to the organisation. 
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 The last long term bonus paid to me was on the 31st December 2017.  So in 

February you are saying now that Paul doesn‟t perform but there was a bonus given to 

Paul and its dated 2017.  Maybe you can argue that no that was a long term incentive 

but in August you gave me a performance bonus.  So that is another issue.  

MS GILL MARCUS:  No I think the question and I want to come back to it.  Just a point 

if I could follow up on what the Judge is saying.  But evidence leader just in terms of 

numbering I think this is wrong because your paragraph is 137 and then your sub-

paragraphs go to 135. 

MR PAUL MAGULA:  Okay my apologies. 

ADV JANNIE LUBBE SC:  Absolutely correct. 10 

MS GILL MARCUS:  That needs to be corrected.  I think the question here Mr Magula 

that they quote and I read the quote.  I won‟t redo it, on the bottom of page 33 the last 

sentence start in despite. 

 In a disciplinary hearing or any hearing of that nature the making allegations 

would have come to somebody to present evidence to say this is what was done.  This 

is where our documentation.  Whether you‟d seen it before or not.  This is where we 

can say these are the charges we have and this is the documentation.  Let‟s take the 

remedy performance you have failed or refused to do. 

 They would have a document that sets out, this is our remedial program for 

you.  We are asking you to do A, B, C, D with these timelines.  This supervision and we 20 

will assess at this point in time.  What we were asking were any of those documents 

presented about you? 

MR PAUL MAGULA:  No. 

MS GILL MARCUS:  I think that‟s the question.  That there was nothing of that nature.  

MR PAUL MAGULA:  That was nothing of that nature. 



11 MARCH 2019 – DAY 13   
 

Page 86 of 151 
 

MS GILL MARCUS:  I think that‟s all we were trying to get ...(intervention).  

MR PAUL MAGULA:  Sorry my apologies. 

MS GILL MARCUS:  Thank you. 

MR PAUL MAGULA:  Thank you.  So I have already the statement from 138 and 139, 

140.  I have indicated on 141 just to provide further context. 

“My performance score was 3.51 out of 5 in the year 2015/2016.  And 3.7 out 

of 5 in the year 2016/2017.  In year 2015/2016 my score was 3.5 out of 5 

and noting was said about my performance.  In 2017 it was 3.7 out of.  Isn‟t it 

strange that after such performances as indicated my above my performance 

was becoming an issue?  Just to really show there was not substance in this 10 

regard.  PIC had an organisation wide salary adjustment process in 2017 

which meant salary adjustment to every employee who qualifies within the 

organisation. 

 My salary was adjusted from around 2.7 to around 3.3.  The 

process happened in August 2017 so there was a bonus together with the 

adjustment that we are talking about.  Could it be that if I am a non performer 

I will have been given such a substantial adjustment?  That‟s another 

question that probably might not – it‟s not as important but that is – you give 

money to those that you still believe there are people that who are doing well  

within the organisation. 20 

 Argument advanced is that I am a non performer and should 

therefore be demoted or dismissed are not supported by the evidence 

provided above.  As such they support that the charges against me were 

flimsy and just to get rid of me from PIC as indicated by such event that 

preceded both my demotion and my dismissal.” 
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That was the performance issue. 

“The second charge advanced were in relation to VBS Mutual Banking ...(intervention).”  

CHAIRPERSON:  Would you say these amounts to victimisation? 

MR PAUL MAGULA:  It had amounted to victimisation.  I want the Commission to take 

context of the issue in the sense that there are events that happened before this 

happens.  This demotion – before even demotion there are issues that the CEO has 

spoken which speaks to the whole myriad of issues that he doesn‟t trust me.  He 

doesn‟t wish ...(indistinct) which to buy me out. 

 All these issues should be looked at in context that no already from the CEO 

side there was – he was looking for a tool to get me out and this was the best tool 10 

probably in his hand to get me out. 

 I mean I was investigated for leakage of information which even today I don‟t 

know the report as to what was written in that report but I mean ...(indistinct) he might 

have had many tools to really get something that will stick on me and then he couldn‟t 

find it and that was the best tool to have found to – to get rid of me. 

Paragraph 136.  The second charge advanced were in relation to VBS 

Mutual Bank as follows and I need to explain that now this matter was included after O 

pleaded not guilty on the – was it on the – in the first hearing.  I won‟t know the date – I 

can‟t remember the date but on the first hearing.  Then ...(intervention).  

ADV JANNIE LUBBE SC:  Sorry Mr Commissioner if before – it‟s taken now by Ms 20 

Marcus – the numbering is still done wrong.  It‟s not 136 it‟s 144 and from there on it‟s 

also wrong so we‟ll correct that. 

MR PAUL MAGULA:  My apologies.  So the same charge ...(intervention). 

CHAIRPERSON:  Sorry do I understand you correctly that you are facing the first 

charge? 
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MR PAUL MAGULA:  I was facing the charge that were put forward to Paul Magula 

were the charges that we had on paragraph 137. 

CHAIRPERSON:  137. 

MR PAUL MAGULA:  Yes then you go ...(intervention). 

CHAIRPERSON:  Sorry after pleading not guilty these charges were then added? 

MR PAUL MAGULA:  These charges were added. 

CHAIRPERSON:  Whilst you were there? 

MR PAUL MAGULA:  They were not added whilst I was there.  I was sent the – so I 

pleaded then when I came back then I was given another – a document – a updated 

document on this charges.  That is the way it happened. 10 

CHAIRPERSON:  There was an adjournment ...(intervention). 

MR PAUL MAGULA:  No it was not an adjournment. 

CHAIRPERSON:  What was it? 

MR PAUL MAGULA:  So yes it was an adjournment so we got out and we went.  When 

I was called upon the second time that is what had happened.  Ja so there were these 

charges that were added in that regard. 

“The second charge were advanced were in relation to VBS Mutual  Bank as follows: 

144.1 In the third quarter these were the charges - as indicated by the lead 

investigator 144.1 will be the first charge.  In the third quarter of 2017 you 

breached your duty of good faith and care towards your employer the PIC in 20 

that you fail disclose the financial sustainability of VBS at PIC Investee 

Company.144.2 

144.2 We changed the numbering.  It is 144.2.  you breach your duty of care and 

good faith as Executive Head of Risk and during the third quarter of 2017 

when you failed to alert the PIC that there was a material change to the risk 
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it faced having regard to the last VBS right.  Your conduct in this regard 

exposed the PIC to risk and potential financial losses, thus eroding the trust 

and reliance the PIC places on you in your capacity as Executive Head of 

Risk.” 

Mr Chairman - Mr Commissioner this is my response and I will read it as prepared. 

“Mr Commissioner and members please allow me to state right at the outset 

that I request the Commissions indulgence in presenting my submission to 

the Commission in so far as it is deemed appropriate as per the 

Commission‟s terms of reference.  That I do so having regard to other 

ongoing investigations that are in this regard – in this VBS story and 10 

proceedings in relation to which I do not wish to prejudice my rights. 

 Nevertheless I would like to categorically and emphatically state 

that the PIC took issue with me and on VBS Mutual Bank after I already has 

issues with the CEO and the CFO and the Executive Head of HR of the PIC 

and it was added to the disciplinary charges preferred against me when I 

already was on suspension during my disciplinary hearing. 

 It is undeniable the fact that I was a board member at VBS Mutual 

Bank for a period as a shareholder representative of the PIC when the bank 

began to have problems. 

 I aware that there are ongoing criminal investigations by the South 20 

African Police special investigative units and they are at an advanced stage 

to bring the facts to the fore.  I want to use this opportunity to clear my name 

and on the issues that were reported in the media as a former board member 

VBS Mutual Bank representing PIC I take responsibility that what happened 

at the bank was wrong.  But also there is no way I could have known what 
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was happening beyond the misrepresentation made to the board through 

audit reports that were presented to me as a board member and also as an 

Executive Head of Risk within the PIC. 

 For example, the board will be provided with board packs that will 

provide a status report of any organisation both operationally and financially.  

There had always been commentary from management that all is fine and 

that is as it is.  Periodically both auditors that is internal audit and external 

auditors will provide that all is well.  It is public knowledge that the same 

reports that were presented to the board were reports presented to the South 

African Reserve Bank, the bank regulatory authority, with representation 10 

which turned out in the end to be false. 

 I have never participated in any legal and fraudulent activities 

during my tenure as a VBS board member.  Some of the things like fictitious 

deposits, fraudulent withdrawals, bribes etc that are said to have happened 

at VBS I got to know about when I went before the Prudential authorities 

forensic investigators.  I‟m willing and ready to subject myself and cooperate 

with the law enforcements agencies. 

 I humbly request that I be permitted beyond the foregoing to 

reserve my rights.” 

That is what I will like the Commission to consider and I shall add that now. 20 

“I‟ll also add that I have referred a dispute for my unfair dismissal from PIC to 

the CCMA.” 

CHAIRPERSON:  I‟d like to understand what you say with - in your request in reserving 

your rights.  Are you suggesting that we shouldn‟t question you on this aspect? 
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MR PAUL MAGULA:  I just wanted a the Commission to consider the fact that there is 

something that could prejudice me as the investigations are underway and that is the 

point that I‟m ...(indistinct). 

ADV JANNIE LUBBE SC:  Mr Commissioner just for the record the witness has 

testified before Matoa Commission ...(indistinct).  It was a forensic investigation I think, 

my apologies.  I‟ve explained to him that notwithstanding that there is nothing 

prohibiting the Commission to question him on the VBS Bank matter. 

 His request is based on the fact that he has testified before in a forensic 

investigation.  He is prepared fully cooperate with the South African Police Investigation 

and that it may prejudice him if he is now asked in the Commission about the VBS 10 

Bank. 

 But he says he reserves his right but obviously it‟s up to the Commission to 

say yes we are not going to ask you or we‟d like to have some more information.  He 

understands that. 

CHAIRPERSON:  Yes because in so far as it may have an effect on our work with 

regard to the terms of reference of the Commission we will ask you questions where 

necessary.  I can just remind that you in terms of our regulations if you were to give an 

answer here that incriminate you it can‟t be used in the criminal proceedings. 

 So that regulation is there okay. 

MR PAUL MAGULA:  “During this period from suspension through my dismissal there  20 

have been verbal contacts by PIC lawyers to my legal advisor asking if I 

want to settle out of CCMA.  But I have insisted that I don‟t want any payout 

or negotiations rather to be reinstated to my job. 

 Recently my legal advisor received a letter from the employer – 

Annexure L – asking if I still want to continue with both my matters.  That is 
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unfair labour practice and unfair dismissal.  I insisted that I really want to go 

back to work.  During this period the behaviour of the Executive Head of HR 

was harassment and abuse without understanding that what I have been 

through prior to him becoming aware of the labour matte that I had. 

 Employees who came to be my witnesses, Bongani Mathebula 

and Tshifango Ndadza who were subjected to leakage of information 

investigations.  At the time of writing Bongani Mathebula was suspended and 

going through a disciplinary process. 

I want to make this Commission aware that I have a 96 year old 

mother who has lost two of her children recently.  Who personally took me to 10 

school and she totally depends on me for the wellbeing and health.  Since I 

lost my job she had been denied her stipend that she normally gets from me 

every month for upkeep.  I had to take my time off Gauteng to always be 

there as she is aware of what I‟m going through for comfort as this is 

devastating to her. 

 My final word to this Commission is that – I need to state this to 

the Commission that victimization, intimidation, ruling by fear by both CEO 

and CFO and Executive Head of HR was the order of the day within PIC.  I 

know there are many who have experienced what I went through but they 

probably couldn‟t come out as I did and I speak for those also.” 20 

That is what I want to say. 

CHAIRPERSON:  Thank you. 

MS GILL MARCUS:   I think it‟s…  I appreciate what you‟ve said and obviously this is 

an ongoing matter in a parallel process with what is happening around the VBS and I 

think that there will be issues that arise in due course. 



11 MARCH 2019 – DAY 13   
 

Page 93 of 151 
 

MR PAUL MAGULA:   Yes? 

MS GILL MARCUS:   That may warrant us asking you to come back and respond at 

that time. 

MR PAUL MAGULA:   That‟s fine. 

MS GILL MARCUS:   I don‟t think personally, from my side, that there is anyth ing that I 

would want to pursue now but it may well occur in other contexts.  

MR PAUL MAGULA:   I appreciate.  Thank you.   

CHAIRPERSON:   One question.  What is the extent of the loss suffered by the PIC 

from the VBS saga? 

MR PAUL MAGULA:   Commissioner, PIC advanced 300-million and I‟ll say 50- – let‟s 10 

say 350-million plus approximate 100-and – I would say 100- to 150-million, so we are 

talking about 500-million, if I…  I stand to be corrected.  So there was…  Because there 

were rights issues that were done continually which spoke to that recapitalisation of the 

bank.  Yes.  So a figure of around 400-500 will be something that it‟s a ballpark figure, 

not specific.   

ADV JANNIE LUBBE SC:   Mr Commissioner, if it‟s any comfort we have completed, or 

almost completed, the VBS investigation and we will provide evidence to the 

commission about the exact amount lost by PIC.   

MR EMMANUEL LEDIGA:   Just as a quick question:  What are you doing now, I mean 

at the moment? 20 

MR PAUL MAGULA:   I am unemployed. 

MR EMMANUEL LEDIGA:   H‟m.   

MR PAUL MAGULA:   I‟m not working. 

CHAIRPERSON:   H‟m.  Thank you.  Okay.  I suppose you don‟t have a reference letter 

from the PIC? 
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MR PAUL MAGULA:   They wouldn‟t have given me, Mr Chairman.  They wouldn‟t 

have given me.   

CHAIRPERSON:   Yes, no further questions from your side? 

ADV JANNIE LUBBE SC:   Thank you, Mr Commissioner.  Perhaps just a last question 

following up on questions of one of the members of the commission.  If you reflect 

today on what happened at the PIC what is your take?  Would you have done it 

differently? 

MR PAUL MAGULA:   Ja.  Ja, definitely.  I think, Mr Commissioner, I probably need to 

take you back to when I became the Chief Risk Officer.  I was this young man who had 

ambition to…  I mean, you – like any young man you like to arise from the bottom to the 10 

top and you probably, in hindsight, you realise that, no, hey, people do have some 

ulterior motives and you become usable to what you probably don‟t know and for that 

reason I was a usable boy, truly, if I would put it that way, and the more you grow, you 

grow to the role, you then realise, you know, there are things that you wouldn‟t have 

loved to happen and when you have that you become a stumbling block to the powers 

that be and I probably, as I grew, I started questioning what needs to be questioned and 

the more you question that the more you become an easy victim to get out, you 

become like a person who has seen the light and then you are disturbing what you 

probably have been employed for and hence I was a victim of the circumstances that I‟d 

gone through.  But be that as it may, I think that in hindsight, yes, those are the 20 

mistakes that I probably have made as a person but I wouldn‟t have done it differently 

in a way because you have ambition as a young man to grow as – through your career.  

But as for choice, I had the choice to choose between being a complied person to what 

is not good and a person of integrity.  I‟ve raised what I‟ve raised and that will have 

costed me my job to where I am currently am at and I think that I rest without any doubt 
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that, no, I did what I could to stand to the powers that be if they were doing wrong.  

That is what I can say. 

CHAIRPERSON:   Alright, can I ask you one further question?  As Chief of Risk, the 

final report on risk issues where you deal with due diligence, would it be your report or 

somebody else‟s report?   

MR PAUL MAGULA:   I am the one who writes and I need to put it to thus commission 

that, no, you rather write than to speak.  That was the environment at PIC.  You rather 

have your documents speaking to the issue.  If people choose to not read them then 

you – they have chosen not to, because the environment was difficult.  But, yes, it was 

my report in that regard.   10 

CHAIRPERSON:   And were there occasions where you would have gone against the – 

for instance to say that this is not a good investment – or rather transaction, there is too 

much risk involved and you table it?  And has it ever happened that it has changed if 

you have done that somewhere along the line? 

MR PAUL MAGULA:   I have raised issues and a classic example is what Steinhoff 

was.  I raised the issues, we raised the issues, but there was – I have never had an 

instant wherein we raised an issue and something doesn‟t get done, and that speaks to 

another issue that I probably might have not really re-emphasised on it.  They show 

veto rights by the members or by the people that are in the committee because not to 

have that right, it becomes – you become some sort of collective responsibility though 20 

you have resentments on certain decisions and that, by itself, it is my humble 

recommendation to this commission if it was to be – to say then consideration of veto 

rights wherein someone can say this, I don‟t think it is a good investment and I reserve 

my right not to vote for this and if – rather to have this collective responsibility because 

some people can be punished for things that they probably had the a different opinion 
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about it, about those issues. 

CHAIRPERSON:   I guess what I actually want to find out is whether there was an 

instance or instances where you would have given a report to the effect that this is not 

a good transaction or investment and somebody further up changed it and got the deal 

through.   

MR PAUL MAGULA:   The deal went through anyway.  The Steinhoff issue is a classic 

example, ja.  We raised our concern, but the deal went through.  So hence I‟m 

labouring probably to the commission that our voice was … (intervention)  

CHAIRPERSON:   Disregarded.   

MR PAUL MAGULA:   Ja. 10 

MR EMMANUAL LEDIGA:   Final question from me:  Risk Department, I mean, is a 

sort of – it must say no to some things and all that. 

MR PAUL MAGULA:   Ja. 

MR EMMANUEL LEDIGA:   And generally that department then, given what you say, 

the PIC, what was happening there, it was in the line of fire, you know, as to say, you 

know, forged in fire, you know, so what I wanted to know, are there other departments 

in the PIC that are like risks where they were sort of in the line of fire? 

MR PAUL MAGULA:   Yes.  Yes, Mr Commissioner.  The…  Let‟s just go back to Risk 

and then I will bring the other departments.  This…  There is a cycle at Risk and you – 

Dr Zulu was the Chief Risk Officer.  When he raised his voice he left.  He was pushed 20 

out.  I mean, Paul was pushed out.  And maybe now when we go to the other 

departments, I mean, you look at the turnaround times with the turnarounds, the 

turnover within the IT Department, you see a situation the same trend that arise.  If 

you…  I think that same trends, you can attribute that to the same trends, even to 

company secretary issue.  And can I go further to say that it‟s just a change that has 
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happened.  Even HR had the same situation prior Mr Pholwane.  The revolving door 

was always revolving.  The door was always revolving.  People were coming out.  So 

there is that trend that, no – but for Risk it has been difficult because let‟s not forget it is 

quantity against quality.  As long as we push the deals it is done.  So there was, maybe 

I didn‟t bring this forth, there was a period that, during Dr Xaba, there was a period 

where Risk was to be expropriated, like to be removed, that Risk should never be a 

function that should be part of any deal-making.  Risk should be…  And you look at it.  

So it might have been an issue that became so big or so huge within Risk because, like 

I said, it became like the department that stops deals.  That is really what is the case.  

So but there are departments, I can tell you, that have really suffered the same issue 10 

that Risk suffered.   

MR EMMANUEL LEDIGA:    So Risk is – seems to be a dangerous career within the 

PIC. 

MR PAUL MAGULA:   It is a very dangerous career and in fact, I mean, let me put it to 

you, I feel for the guys, should I say in inverted – boys and girls within Risk who they 

know what the problem could be, or the problem in the transaction, but they cannot 

raise any – they can write but they cannot be heard.  That really, it‟s a painful thing, 

when you know what needs to be done but you cannot do that.  It is the best thing to 

really express what you feel and what you think, and someone really judge your opinion 

and said but have you seen things that way, then that is the best thing that you can 20 

ever have, but that doesn‟t exist within PIC. 

MR EMMANUEL LEDIGA:   Okay, so you might need to sort of ring-fence Risk 

somehow to make sure it‟s quite effective within the PIC?  

MR PAUL MAGULA:   The issues that…  Let‟s go back a bit, Mr Chair – Mr 

Commissioner.  The issue of two powerful people, I probably have…  Once we have the 
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top down which doesn‟t recognise Risk but they are too powerful, I just accept that, no, 

everyone around that environment won‟t recognise it the way it needs to be.  So for me 

it‟s an issue of saying that, no, a structure that recognises a good governance will be 

the best structure that protects the environment, the Risk, the IT or any other 

department that exists within PIC, but once you have these two powerful SNTOO (?) 

you will have a compromise within both oversight of the organisation or risk 

management or any other function within an organisation.  

MS GILL MARCUS:   Perhaps just one question.  Mr Nzanza, where is he now?   

MR PAUL MAGULA:   Mr Nzanza is at PIC.  He is … (intervention) 

MS GILL MARCUS:   But in a different position?   10 

MR PAUL MAGULA:   Who? 

MS GILL MARCUS:   Same position? 

MR PAUL MAGULA:   No.  Well, what happened was that the – I got to communicate 

once upon a time.  He has since been removed back to Market Risk.  He was a Senior 

Market Risk Analyst so due to the staff incapacity or either low stuff within Risk we took 

him to become a person we trained to do transactions, but then he became – he was 

always in – he became – I don‟t know what happened, then he was returned back so 

that he‟s no longer involved in the transactions. 

MS GILL MARCUS:   And perhaps for the evidence leader would it be possible to look 

at the deals that have gone through, whether good, bad, or where‟s been ignoring of 20 

risk or even deals where there hasn‟t been and how that relates to bonuses or 

incentives whether…?  Because the question for me  would be:  If the deal goes through 

what does it do to the bonus pool?  So who got what bonuses in relation to which deal 

from within the PIC and whether that in fact occurred at all.  It may not have, but I would 

just be interested to know whether the push to get the deal through related in any way 
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to benefit for any individual in the PIC. 

ADV JANNIE LUBBE SC:   It is noted, Mr Commissioner, and we are already working 

on that.   

CHAIRPERSON:   Yes, Mr Magula thank you for your time and being willing to come 

and I hope that encourages others. 

MR PAUL MAGULA:  Thank you. 

CHAIRPERSON:  Thank you so much.  As my colleague has mentioned you might be 

called to come back later to clear up certain things. 

MR PAUL MAGULA:  That‟s fine. 

CHAIRPERSON:  Alright. 10 

MR PAUL MAGULA:  Thank you so much Sir. 

CHAIRPERSON:  Thank you. 

ADV JANNIE LUBBE SC:  Mr Commissioner can I ask for a brief five minute 

adjournment to rearrange the deckchairs? 

CHAIRPERSON:  You‟ll tell us when you‟re ready. 

INQUIRY ADJOURNS 

INQUIRY RESUMES 

ADV JANNIE LUBBE SC:  Thank you Mr Commissioner, members my colleague Mr 

Mohapi will lead this witness.  

ADV SECHABA MOHAPI:  Thank you Mr Commissioner Mr Lebogang Molebatsi is 20 

ready to take the prescribed oath. 

CHAIRPERSON:  Yes could you just rise please.  Do you have any objection to taking 

the prescribed oath? 

MR LEBOGANG MOLEBATSI:  No Sir. 

CHAIRPERSON:  Do you swear that the evidence you‟re about to give will be the truth, 
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the whole truth and nothing but the truth, raise your right hand and say so help me God. 

MR LEBOGANG MOLEBATSI:  So help me God. 

CHAIRPERSON:  Thank you very much, you may be seated. 

ADV SECHABA MOHAPI:  Thank you Mr Commissioner. 

CHAIRPERSON:  Confirm your full names are Lebogang Molebatsi? 

MR LEBOGANG MOLEBATSI:  Correct. 

CHAIRPERSON:  Yes? 

ADV SECHABA MOHAPI:  Mr Molebatsi you‟ve prepared a statement for the evidence 

you‟re about to give to the Commission is that correct?  

MR LEBOGANG MOLEBATSI:  That is correct. 10 

ADV SECHABA MOHAPI:  And this statement you‟ve prepared was it prepared w ith 

any suggestions made to you on how to prepare it by the evidence leader? 

MR LEBOGANG MOLEBATSI:  No. 

ADV SECHABA MOHAPI:  Now let‟s proceed from paragraph 2 of your statement. 

MR LEBOGANG MOLEBATSI:  Thank you Commissioner and Commission. 

CHAIRPERSON:  Why do you, alright, alright paragraph 2 alright. 

MR LEBOGANG MOLEBATSI:  I have been employed by the Public Investment 

Corporation from May 2016 and have remained in its employ since then with 

uninterrupted service that will be two years 10 months.  I currently hold the position of 

General Manager Listed Equities.  I report to the Executive Head Listed Investments Mr 20 

Fidelis Madavo or Fidelis.  Currently Mr Horatius Maluleka is the Acting Executive Head 

Listed Investments.   

 My education and work experience … (intervention) 

ADV SECHABA MOHAPI:  Before you get into that Mr Molebatsi the Commission has 

already heard evidence and your name came up in Mr Victor Seanie‟s evidence, you 
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are the fourth mentioned person and he reported in a way to you is that correct? 

MR LEBOGANG MOLEBATSI:  That is correct, Victor Seanie reported to Sunil 

Varghese who in turn reported to me. 

ADV SECHABA MOHAPI:  You may proceed. 

MR LEBOGANG MOLEBATSI:  Thank you.  My qualifications include a BCom, a 

BCom Honours and I‟m qualified as a chartered accountant South Africa.  I have over 

16 years experience in financial services of which 13 years have been asset 

management.  I joined Stanlib Asset Management as an equity analyst in 2006 covering 

banks and financial services.  I‟ve held several roles at Stanlib including head of 

financials research as well as several portfolio management roles.  Portfolios I‟ve 10 

managed have won several awards for best performing funds including raging bull and 

morning star awards.   

In 2016 I decided to leave the private sector and join the PIC due to the 

opportunity to implement an investment process for listed equities and to generate 

good overall returns for clients; the opportunity to lead an investment team that could 

compete with other asset managers in the market; the opportunity to make a difference 

and be part of long term economic solutions that South Africa needs.     

How I manage the Listed Equities Department:  In-house managed equities 

are split between which is the indirect index tracker portfolio and the enhanced indexed 

portfolio.  The tracking portfolio is managed with an objective of returns that are in line 20 

with the market, in other words generating beta and as such its stock weights are kept 

in line with the market and hence the tracking error is close to zero.  The enhanced 

indexing portion of the portfolio on the other hand is managed with the objective of 

outperforming the market, in other words delivering alpha and as such the investment 

team takes positions on either side of the JSE swix which is the benchmark.   
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ADV SECHABA MOHAPI:  Can you just explain those in layman‟s terms the two types 

of portfolio? 

MR LEBOGANG MOLEBATSI:  So the fund which is managed internally which was 

listed equities portfolio is split up into two buckets.  There‟s a larger bucket and a 

smaller bucket.  The larger bucket effectively replicates the way the market performs on 

a one for one basis.  In other words it holds shares in stocks in companies in line with 

the weights that those companies would have in the index.  There‟s a second part of 

the portfolio which is the enhanced indexing portfolio which would also hold shares on 

the listed equity market however, this portfolio would effectively have slight differences 

between the weight it holds in the fund as well as the weight that that stock or that 10 

company would be in the overall index.  And the reason why we would do that is 

because we would want to be overweight companies that we think will do better than 

the market and be underweight stocks that we think will do less or will perform worse 

than the market. 

 Can I continue? 

ADV SECHABA MOHAPI:  Yes you can continue. 

MR LEBOGANG MOLEBATSI:  In paragraph 8 I say I my main daily task, and this is 

really 90% of what I do, my main daily task is to oversee the team that managers the 

enhanced index portion of the internal portfolio and ensure that we generate above 

benchmark returns for our clients.  To this end the first task I embarked on after joining 20 

the PIC was to implement project good to great.  This project‟s objectives was to a) 

outline the equity investment philosophy for the enhanced indexing fund; b) introduce a 

research process namely the four factor framework; c) cover the top 60 companies 

using the four factor framework to facilitate investment decisions, in other words which 

companies the framework showed to have value versus that it did not; d) implement a 
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research portal and portfolio analytics tools.   

 Project good to great was successfully implemented and resulted in 

improved fund performance.  The enhanced indexing portfolio‟s returns are well in 

excess of the benchmark that it is measured against, that‟s on a one, two, three and 

five year periods that‟s as at the end 31st January 2019.   

ADV SECHABA MOHAPI:  Sorry and that project it‟s still being implemented at the 

PIC? 

MR LEBOGANG MOLEBATSI:  Correct so that is a project that is now embedded and 

is fully part of the investment process. 

MR EMMANUEL LEDIGA:  Question Mr Molebatsi, just give us a sense of the 10 

outperformance of the index on the Enhanced Index Fund? 

MR LEBOGANG MOLEBATSI:  So on the fund that we manage for our largest client 

which would be the GEPF the fund is about 70 basis points above, so in other words 

the return that the fund has generated is 70 basis points higher than what the index 

would have generated, that‟s on a three year bases as well as on a five year bases.  On 

a one year bases I think it‟s slightly less than that. 

MR EMMANUEL LEDIGA:  And it‟s after costs isn‟t it, after costs or pre-costs?   

MR LEBOGANG MOLEBATSI:  That would be pre-costs but I would have to double-

check that Chair, Commissioner apologies.   

ADV SECHABA MOHAPI:  We undertake to just check those numbers with Mr 20 

Molebatsi and get back to the Commission Mr Commissioner. 

MR EMMANUEL LEDIGA:  Yes because costs are quite critical in this process you 

know with 70 basis points isn‟t it Mr Molebatsi?  

MR LEBOGANG MOLEBATSI:  That would be true however you know as a 

percentage, in other words as a basis point it wouldn‟t be material in nominal terms it 
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may be large however as a percentage of the fund it wouldn‟t be extremely large.  In 

other words it wouldn‟t reduce the return to a negative territory.   

CHAIRPERSON:  Do you explain the four factor framework later in your statement, if 

not can you tell me what it is? 

MR LEBOGANG MOLEBATSI:  I will do so Commissioner.  The four factor framework 

is a research process that I introduced when I arrived at the PIC.  Essentially what it 

does is it develops almost an un-emotive framework with which we could utilise to 

assess the quality of companies and to assess the attractiveness of companies.  The 

four factor framework consisted of four main factors, the first one would be what we 

termed quality and quality effectively represented a company or a firm‟s competitive 10 

advantage within the industry for which it defines itself and within that first factor quite a 

lot of work is then done wherein we analyse the company‟s ability to outperform or to 

perform and keep up to pace with the developments in the industry with which it finds 

itself and therefore we would make an assessment to say is this industry a growing 

industry is it a declining industry as an example.  Is this company a company that would 

compete effectively and what tools does it use to compete effectively?  Does it use it 

price and power, does it use innovation what would that company use to compete in 

that space. 

 The second part of the factor analysis would be uncertainty rating or in other 

words what we would deem a risk framework.  The uncertainty rating is when we do a 20 

historic analyses of the company‟s ability to weather the storm, if I may put it that way.  

In other words how volatile are the profits and the earnings have been through time and 

through different economic cycles so that would be, and we would then use that to 

make an assessment to say what is the discount rate that we would want to apply to 

this particular company as a result of the volatility that its displayed through time.   
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 The third one would effectively be the ESG or the governance side of th ings 

and our focus on that ESG score would more focus on management‟s ability to allocate 

capital effectively.  In other words have management been able to chose between the 

right ways to invest the allocated capital of the company in such a way that it generates 

a sustainable returns.  

 The fourth factor which I must just recall now because I haven‟t written it 

down … apologies for this.  I will come back to the fourth factor.  

CHAIRPERSON:  Ja you can come back to that. 

MR LEBOGANG MOLEBATSI:  I didn‟t write it down and it‟s just skipping my mind 

now.   10 

ADV SECHABA MOHAPI:  You may proceed with paragraph 11. 

MR LEBOGANG MOLEBATSI:  Paragraph 11, in order to provide context as to the two 

transactions that I have been asked to discuss in my statement and part ly in response 

to the statement made by Mr Victor Seanie, in this I refer in particular to paragraph 14 

of his statement, I believe it is important to explain the approval process of research 

reports before they are submitted to committees, in other words to PMC or to IC.  There 

are three types of equity reports two of which are for submission to PMC or IC.  Deep 

dive reports which take in an in-depth analysis of a listed company, the purpose of 

these reports is to help portfolio managers and the general manager make investment 

decisions on companies already listed on the JSE.  Deep dive reports are reviewed by 20 

the line manager and once approved after debates, and once gain this is after debates 

not dictated, it is presented to the listed equities team.   

 It‟s important if I may just add here that the listed equities team is not the 

PMC nor is it the IC so this is a separate meeting when I say presented to the equities 

team.  The final document is uploaded into the code red research database.  The call of 
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the primary analyst is what is recorded and tracked, even if the line manager may have 

had a different view or recommendation, in fact the entire listed equities team puts their 

view of what they believe the investment call should be, in other words buy or sell, by 

voting post the presentation.  This is a culture that I introduced to the team, I do not 

believe in dictating views to investment professionals but I do expect them to be able to 

defend their views and convince people of their perspective.  And Commissioner if I 

may I‟ve just recalled the fourth factor which is valuation.  Valuation which is the fourth 

factor that we analyse.   

ADV SECHABA MOHAPI:  Can you just with the valuation as well explain it with the 

same level of detail as you did the other three factors? 10 

MR LEBOGANG MOLEBATSI:  Will do.  The valuation element is where we then 

analyse what we think is the intrinsic value or the value that the company is worth on a 

long term basis and we deployed several tools to do this.  The primary tool tha t we do 

use though in a normal company or a company that would have been listed for a 

prolonged period of time is a discounted cash flow valuation approach.  That is our 

primary valuation approach that we would use.  However, we would triangulate that 

valuation in other words we would do other valuation approaches in order to either add 

to our understanding of that valuation or to give us a different perspective of that 

valuation.  So we would do, for example, price to earnings multiple approaches, we 

would do like normalised price to earnings approaches.  We would do things like price 20 

to EBITDA valuation approaches and depending on the nature of the company we 

would zoom in on a specific kind of valuation approach.   

ADV SECHABA MOHAPI:  Thank you we can proceed at paragraph 12.2. 

MR LEBOGANG MOLEBATSI:  Paragraph 12.2 the other report that we do 

… (intervention) 
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CHAIRPERSON:  I‟m tempted to ask you because I‟ve come across this term EBITDA 

what is that? 

MR LEBOGANG MOLEBATSI:  EBITDA Commissioner is earnings before interest, tax, 

depreciation and amortization.  It is a very important number in the sense that it gives 

one a pure sense of the cash generation that a company makes.  In accounting there 

are things like depreciation and amortization which are not necessarily cash flows, in 

other words they are not necessarily, will not result in an immediate outflow however as 

assets depreciate they are charged against the income statement and is a cost against 

the income statement.  However, that charge is not a necessarily a cash number there‟s 

also obviously interest which is reflective of the extent to which a company‟s balance 10 

sheet is geared so the higher the debt a company has the higher the interest it would 

have and therefore there would be also an expense that comes out of the earnings of a 

company and so EBITDA adds back the interest and it adds back tax as well and it 

adds back depreciation and amortization.  So the number that you have there is 

effectively showing you of the revenue that a company generates less the costs that 

that company incurs to generate that revenue this is the cash that the company is able 

to generate.  So it‟s quite an important indicator of the cash generation ability of a firm 

and cash flows or potential cash flows. 

MR EMMANUEL LEDIGA:  Can we say that number then gives you the opportunity to 

compare companies you know on an equal basis? 20 

MR LEBOGANG MOLEBATSI:  That is true Commissioner however I would caution 

that it is specific to industry so for example banks do not generate an EBITDA as an 

example simply because of the fact that of the construct of the balance sheet.  So I 

would agree with you that EBITDA in the industrial space even in the mining space or 

resources space EBITDA number is a very useful tool to allow you compare companies 
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across all industries.  However, in financial services a lot of the companies such as 

banks do not generate a number such as an EBITDA that would make sense.  So in 

that instance we would look at more return on equity. 

 Continuing on scoping reports for submission to PMC 1.  The purpose of this 

report is to outline a potential investment opportunity that is outside the normal portfolio 

rebalancing process which is covered by deep dive reports.  So 80% of the, if I may just 

add, 80% of the reports that we generate are deep dive reports not scoping reports.  In 

my view this has mainly been initial public offerings.  This report is submitted to PMC 1 

to motivate for a broader due diligence to be done on the investment opportunity, in 

other words independent reports to be done by risk, legal, and ESG departments.  10 

Scoping reports are reviewed by the line manager for relevant content and logic and 

validity of investment case.   

The contents of these reports is debated extensively and input is received 

from all eventual signatories to the document being the compiler, the reviewer, or 

reviewers and approver.  There is no single section that is the preserve of one person. 

The general manager is normally the reviewer and/or recommender and the Executive 

Head of Listed Investments is the final approver for submission to PMC 1.  Either of 

these parties could point out areas for improvement and redrafting by the compiler.  

This does not mean that an outcome is dictated.  However, the weakness in these 

reports is that any dissenting review is not formally recorded, that is a major weakness.  20 

Appraisal reports for submission to PMC 2, this is the third kind of report.  In 

many instances this report is almost identical to the scoping report.  This is quite a big 

difference to the unlisted scoping report versus scoping report.  For us these two 

reports are very, very similar because we do desktop analysis that‟s what happens in 

the listed space.  The purpose of these reports is to make investment recommendations 
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to approving committees on transactions that are outside the normal rebalancing of the 

portfolio.  In my experience this has mainly been initial public offerings.  The DOA or 

delegation of authority determines which committee is the ultimate approver of these 

investments.  Appraisal reports are reviewed by the line manager for content, logic and 

the strength of the investment case.  The line managers are assistant portfolio 

managers, portfolio managers, the general manager, the listed equities and the 

executive head listed investments.  So the report on Ayo that would have been 

submitted would have been a scoping report, it‟s not a deep dive report.   

I‟m a strong believer in fundamental research as a basis for making 

investment decisions or making investments this is the reason I introduced the four 10 

factor framework.  I also hold the view that a culture of investment debate increases the 

likelihood of making great buy or sell calls.  I would never ignore a view from an 

investment professional or investment professionals.  The key weakness in this process 

based on my experience at the PIC is that investment professionals who manage the 

portfolio on a daily basis, in other words analysts, portfolio managers and the general 

managers are not empowered with the final decision on whether to make investment 

opportunities to PMC – or ja to make final decision on whether to make investment 

opportunities to PMC or not.  In other words executives have the final right to instruct 

that the investment opportunity must be presented to PMC. 

MS GILL MARCUS:  Sorry just on that question if they have the final right to instruct 20 

that the investment opportunity be presented in that presentation does that include the 

differences of view so that you know if it comes in and you say they have the right to 

instruct that the investment opportunity is presented but the report actually says it 

shouldn‟t go ahead is it presented as the analysts have drawn it up or does it have 

adjustments made to go look we want that to go through and therefore the views are 
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not necessarily presented in the same way.  So really what I want to understand is, is 

the presentation as is made in the process that you‟ve outlined?  

MR LEBOGANG MOLEBATSI:  The decision or the recommendation is not dictated by 

the executives.  However, because they are the ones that would say this investment 

must go to PMC whether the team likes it, in other words whether the team finds it 

attractive or not, it obviously creates pressure to say this is something that the 

executives would like to see to go to PMC and therefore it would create a pressure to 

say if we don‟t like an investment, if it was up to us we wouldn‟t even take it to PMC 

because we would, obviously because we are taking something to PMC we‟re taking it 

there because we would want it to be approved not necessarily to just be ventilated.  10 

However the structure of it says let it be ventilated at PMC whether you would 

necessarily like it or not.  So it‟s not an explicit, you don‟t like the company you must, in 

other words it‟s formally recorded in the document to say the team does not like it 

however the executives do like it and therefore it‟s going to PMC and I do think that is 

an area of improvement is that we do need to, if the model still continues to say that the 

executive would still have the right to take an opportunity to PMC then the team should 

have the opportunity to have an area wherein not just highlight the risks but also say 

this is the view of the team and this is the view of the executive.   

ADV SECHABA MOHAPI:  So what you‟re saying Mr Molebatsi seems consistent with 

what Mr Seanie was also saying that investment professionals inputs are 20 

disadvantaged in decision-making because that‟s done at the top at the executive level 

and that your inputs are not always taken into account, would that be a fair way to see 

it? 

CHAIRPERSON:  Or they may be taken into account but then pushed aside? 

MR LEBOGANG MOLEBATSI:  Yes I would not say that investment professionals 
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views are not taken into account.  However, I would say that in instances where 

executives do like an investment opportunity and the team doesn‟t there would be let‟s 

say very strong debate and that would create pressure on the investment team.  

However, in my view it would be incorrect to say that the investment professionals are 

dictated to what to say or what to write.  I do know that Mr Seanie did make a statement 

to say there was a conversation between him and Mr Madavo wherein he was asked to 

write a positive report.  Now that is not a normal thing that I would have been part of, I 

was definitely not part of that meeting and that discussion.  However what I would say 

is that when executives, when a deal does come via this instrument and I may say that 

it is in IPO‟s mainly wherein if the executives would have wanted to participate in the 10 

IPO there is pressure on the team.  I also would like to put on record to say IPO‟s are 

less, are 5% of what we do as a team so Victor‟s views on the vast majorities of the 

companies that he covers his views would be captured and in fact the portfolio would 

reflect his views and the deep dive reports are captured on a system and his views are 

what are reflected in that system whether it may be the analyst or the PM or the APM.    

CHAIRPERSON:  But when a deal goes to the decision-making body is the team 

represented there if for instance the team didn‟t like the deal but it does go up through 

the executive is the team, your team represented at the final decision-making body‟s 

meeting? 

MR LEBOGANG MOLEBATSI:  We would be in that meeting.  The person who would 20 

go and present the opportunity would be the person who presented, who prepared the 

scoping report, I would be there as the General Manager, the Executive Head of Listed 

would be there and obviously the CEO would also be there.  However, the reality is that 

transactions, and Ayo is a good example wherein the executives would have wanted to 

participate.  There were debates wherein we were put under pressure.  Now that 
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doesn‟t mean, so it‟s not a dictation but it is significant pressure which is very different 

to what we would normally experience when we‟re managing the portfolio on a daily 

basis wherein we do a research report and we are left alone to make a decision on 

whether do we like this company, do we not.  If we don‟t like the company we go 

underweighted in the fund, if we like the company we go overweight the fund.  

However, when it‟s the PMC process then there is that additional layer of pressure 

wherein there‟s a level of our independence being removed because effectively  we are 

being instructed to take this opportunity to PMC.   

CHAIRPERSON:  Well what do you then do, what are you required to do you are now 

under pressure having said that we don‟t like this deal, you are now under pressure in 10 

the PMC meeting, what then happens, what do you do, do you change your view as a 

result of pressure? 

MR LEBOGANG MOLEBATSI:  What we do, the way we manage and we talk about it 

in paragraph 15 is we ensure that we highlight one our understanding of the investment 

case, secondly we highlight the risks that are associated with the firm.  So we, in my 

view it becomes absolutely critical that when we go to present in that meeting that we 

articulate very clearly to the committee the risks that are inherent in this opportunity to 

say even though we may say participate in this opportunity given that it may meet 

certain criteria there are risks that we need to be clear that we highlight to committee so 

that when committee applies its mind it effectively has a holistic view.  I think the truth is  20 

that investment opportunities are multidimensional and hence why I introduced four 

factors that we consider different things.  You may have one opportunity that may be 

weak in this area but it ticks the other three areas.  However on a balance of probabil ity 

that opportunity may still remain attractive however it doesn‟t mean that you shouldn‟t 

highlight the risks so that the committee is able to apply its mind. 
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CHAIRPERSON:  If I understand you then correctly you debate, put your viewpoint and 

why you got to the decision that you got to and it‟s up to the PMC then to make a 

decision? 

MR LEBOGANG MOLEBATSI:  In a normal process you will see when I talk to Ayo that 

obviously from a PMC point of view it was rectification however in a normal process 

that is correct. 

MR EMMANUEL LEDIGA:  Question, I wanted to check so we heard that deals come 

from the top you know today we just heard that, is that true just as a question.  The 

second question is that if deals come from the top do you find that you are under 

pressure to sort of in brackets make this deal happen because it‟s from the top?  10 

MR LEBOGANG MOLEBATSI:  So if I may answer slightly longwinded I think there‟s 

two major buckets, there‟s the bucket which is the normal portfolio management and I 

think there are no, in my experience there are very little deals that come from the top 

and that‟s, remember there‟s a 160 stocks that sit in the portfolio.  In those 160 

companies you know there aren‟t pressures that come from the top.  In initial public 

offerings most of the deals that I‟ve seen, if not all, came through the Executive Head 

either saying to us or me that these CEO has this opportunity and he would like us to 

look at it or him himself saying this is an opportunity or there are people that want to list 

and this is an opportunity that we need to look at.  So in that sense the initial public 

offerings and the vast majority of them would have come from us being instructed or 20 

told to go and meet certain management because that particular management would 

like to list their company.   

MR EMMANUEL LEDIGA:  Then do you feel you know do you feel pressure then to 

say wow we need to make this deal happen? 

MR LEBOGANG MOLEBATSI:  I would say there are 80% of the time we did not feel 
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pressure, certainly I did not feel pressure.  I certainly would say that I felt pressure on 

Ayo, I certainly would say I felt pressure on Sagarmatha and those were, remember at 

the time when Ayo happened I had been at the PIC for a year and seven months so it 

was, or somewhere there.  So it was the first time where really significant pressure was 

brought to bay outside of these are people that would like you to go and meet and 

please can you come back with a PMC submission.   

MR EMMANUEL LEDIGA:  Let me check another issue, on the four factor model which 

you speak about do you do scoring like do you do a score and say this out of 100 and 

all that and this is investment has garnered say 80% or 90% because that might solve a 

lot of problems in terms of scoring you know just as it‟s done in procu rement you know 10 

scoring and all that? 

MR LEBOGANG MOLEBATSI:  That is a very, very good point.  So the short answer is 

yes there‟s a methodology in how we do it.  When we assess the quality or the 

competitive advantage of a firm we would have a subjective scoring approach.  When 

we do an ESG assessment it would largely rely on scoring that we would receive from 

our internal ESG department.  When we look at valuation we would effectively score it 

but it would be scored through the discount rate that we would want to apply for a firm 

similar to, and valuation and uncertainty are very linked together because to the extent 

that we think the company has some level of uncertainty we would incorporate that to 

some level in our evaluation.  Now that‟s in a normal process, obviously if there are 20 

challenges in terms of lack of data or information etcetera we would then be forced to 

adjust how we would approach that investment opportunity. 

MR EMMANUEL LEDIGA:  But do you agree that scoring could solve a lot of problems 

in the sort of a non, in the sort of the non enhanced index stuff or you know different 

transactions? 
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MR LEBOGANG MOLEBATSI:  I would agree with you, I think if you look at the 

outcome of our four factor we have a ranking table where we would rank a company, in 

other words a list of companies that we would deem most attractive and those that we 

deem least attractive and that‟s a result of a combination of those four things that result 

in some kind of scoring.  So my answer is yes and I think what I‟m saying  is we already 

do that. 

MR EMMANUEL LEDIGA:  Yes, yes so if Ayo was scored that way could it have helped 

you know say to no maybe? 

MR LEBOGANG MOLEBATSI:  I think yes and I think if you look at the structure of the 

report we effectively touch on all those areas.  We touch on all the key areas of the four 10 

factors.  The key weakness and we‟ll get there when we talk about Ayo is the lack of 

disclosure of the BT financials and the fact that that major asset within that group that 

would have generated value going forward we had limited historic financials at the time 

and so we had to find a way to value that firm with the limited information we had.  And 

so what I‟m trying to say to you is that if we had more time and more data we would 

have been able to do I think similar approach to Ayo as we would have used with other 

normal companies that have been listed for a long time. 

ADV SECHABA MOHAPI:  So it sounds to me like on the Ayo transaction the fourth 

factor the valuations was out of kilter or was somewhat not sufficient. 

MR LEBOGANG MOLEBATSI:  I would not say it was insufficient I would say it was not 20 

what we use as normal valuation.  I think the truth of the matter is that when companies 

list they are an IPO and the reason why they‟re an IPO is because they haven‟t been 

listed for a long time so a lot of times when you do an IPO you‟re not going to use a 

standard normal way of valuing a company because it‟s an initial public offering, it 

hasn‟t been a public company it‟s now becoming one.  So that‟s why I‟m say ing that it‟s 
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not an Ayo specific thing it‟s an IPO specific thing if I‟m making sense.   

ADV SECHABA MOHAPI:  But in respect of Ayo specifically did you have the BT 

financials to make the valuation assessment? 

MR LEBOGANG MOLEBATSI:  So there we had to rely, and if you don‟t mind I do go 

into how we valued Ayo when I get there I‟m happy to address it and answer your 

question if that‟s okay? 

ADV SECHABA MOHAPI:  That‟s fine.   

MR LEBOGANG MOLEBATSI:  So if I may just read paragraph 15 Commissioner then 

move on.  We managed this weakness that we talked about above by ensuring that we 

understand the investment case well but highlight the risks that are inherent therein.  10 

Ultimately instructions were issued by either the Executive Head Listed or the CEO to 

submit investment proposals to PMC. 

 Ayo Technology Solutions, as is the case in many instances when members 

of my team were first approached by management of investee companies I was not told 

about the meeting that Victor had with Ayo on the 16 th November 2017.  Fidelis gave 

instruction to Victor to meet them without my knowledge.  However, Victor did provide 

me with a verbal feedback that there‟s a transaction that we have been instructed to 

take to PMC.  Post this discussion with Victor my understanding was that we are 

preparing a scoping report to be submitted to PMC as per usual.  I was not aware that 

during the 27th to the 30th November 2017 Victor had asked that Legal, Risk and ESG 20 

should start their due diligence documents, he did not discuss this with me. 

 On the 5th December 2017 Victor sent me a draft scoping report, I was in 

Cape Town at the time.  I was unhappy with the fact that he sent me a document for 

review on the same day that it was to be submitted to PMC.  I responded to him that I 

needed time to review the document.  I believe my request to review is the reason that 
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PMC 1 was then postponed from the 6 th December 2013 to the 13th December 2013.  

I‟m sorry 13 December 2018 apologies.  This is evidence that I was certainly not trying 

to rush through the fundamental research work.   

It is important to note that the final scoping report which I approved by 

signing for submission on the 13 th December 2017 is identical to the draft submitted to 

me for review by Mr Victor Seanie on the 5 th December 2017.  This demonstrates and 

proved that I did not dictate valuation, conclusion and recommendation sections to 

Victor.  In fact, I relied heavily on his analysis to formulate my views on Ayo given my 

trust in his abilities as an analyst.   

ADV SECHABA MOHAPI:  But you said that you weren‟t privy to discussions between 10 

him and Mr Madavo? 

MR LEBOGANG MOLEBATSI:  No, there were, what I was saying was that where he 

says the statement was made to him that he should write a favourable report I was not 

in that meeting.  However, there are many meetings, informal meetings where Fidelis 

would either call me and him together or call him into his office and we would have a – 

and there would be discussion about Ayo.   

MR EMMANUEL LEDIGA:  Question, was Victor right to refer DD you know for you 

know to legal and risk and the other divisions before telling you or was he right 

… (intervention) 

MR LEBOGANG MOLEBATSI:  I understand why he did it.  We were under extreme 20 

time pressure and I understand why he did it.  He was not correct in terms of the 

process because you are supposed to request that those reports get done post the 

PMC 1 approves the request for DD.  I may also say in my humble view that Victor did 

not have the authority to force them to do those reports.  In other words they could 

have refused to day please supply us with the PMC resolution that allows us to start 
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with these reports. 

 Paragraph 19, it is also important to know, oh sorry I did read that already.  

Paragraph 20 the Ayo Technologies investment case.  The investment case for Ayo 

Technologies relied heavily or relied on a strategic relationship with British Telecom 

Africa or BT.  They envisioned acquisition of BT by Ayo would position it as the most 

empowered amongst the large ICT groups in South Africa.  Given the significant 

research and development spent by BT globally we had the view that Ayo would have a 

significant competitive advantage in the South African ICT market.  It is important to 

note that several of BT‟s large clients were required to improve their own BEE ratings.  

This meant that these clients would likely require their service providers to have BEE 10 

ratings so as to improve their overall score.   

In my view the combination of client requirements to have empower service 

providers together with the intellectual property that BT Africa had access to created an 

attractive opportunity.  In addition convergence in ICT services was an important trend 

that I thought could be leveraged.  BT would essentially form the backbone of an 

envisioned large ICT group offering one stop to client.  We used EOH as a case study 

and it was our view that the group experienced success in their acquisition strategy 

over many years even though we did note some weaknesses in that model.  At the time 

I viewed the risk of the transaction not happening, in other words Ayo buying 30% of BT 

as medium to low due to the fact that the shares in BT was already held by a related 20 

party being AEEI and Ayo already had a relationship with BT.  In addition BT had 

already agreed for its CEO to move to Ayo.   

Approach to valuing or valuation of Ayo.  The one major weakness and 

challenge was the fact that Ayo stated that BT would not allow them to provide their 

historical financial statements.  In addition the pipeline of the companies targeted were 
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not disclosed.  This challenge is similar to other holding company cases that target 

unlisted companies such as special purpose acquisition companies.  And if I may just 

add here that there are other holding companies that we as investors face similar 

challenges where you want to value the company, the group, however that group is 

holding shares in an unlisted company and therefore you don‟t‟ get full disclosure of the 

financials of that company.  Simply put a special purpose acquisition company is a 

public company the shares of which are listed on the JSE.  The purpose of a spec is to 

raise money which may be used for acquiring assets.  Until such assets are acquired 

the only asset of a spec is the cash which it holds pursuant to a capital raise through 

the issue of shares.   10 

Given the acquisitive nature of the Ayo strategy we wanted to keep to a three 

year outlook we therefore opted to use a normalised price, price to earnings valuation 

approach.  I explain this in paragraph 27 and 28 below.  With the use of a normalised 

PE we could use peer analysis of key inputs such as median price to earnings and net 

margins as a guide to derive a value for Ayo.  We could also use this valuation 

approach to assess the assumptions required to be made to get to the listing price of 

R43.00 per share.  The main source of our forecasts was the prelisting statement it 

provided key focus of the income statement which in turn were used in our normalised 

price to earnings valuation for Ayo. 

ADV SECHABA MOHAPI:  Just interrupt you there, did you have the prelisting 20 

statement and draft or was it the final prelisting statement at the time that you valuated 

Ayo? 

MR LEBOGANG MOLEBATSI:  We had it in draft and that once again was as a result 

of the time pressures that we were under and we needed to have some source of 

information in order to do our work.  So we used the draft with understanding that once 
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the  

final PLS had come out obviously one would have compared the PLS – the final one 

with the draft one and ensure that there are no changes.  The main source of our 

forecast was the prelisting statement – sorry I read that already.  So 28.  These focuses 

were independently reviewed and an opinion expresses thereon by a reputable auditing 

accounting firm.  Their report formed part of the prelisting statement used as our main 

data source. 

ADV SECHABA MOHAPI:  Do you remember which firm that was? 

MR LEBOGANG MOLEBATSI:  That would have been Grant Thornton. 

“A normalised price to earnings valuation is based on two components.  10 

Firstly a normalised earnings number and secondly an average or median 

price multiple – a apologies there is a type there.  In order calculate a 

normalised earnings numbers one would use an average or a median profit 

margin of a company over a certain period of time as a guide.  In other words 

profit divided by revenue.  One would also use a historic median and price 

multiple as a guide as well.  In other words earnings divided by the price.  

We use EOH as a proxy because that company had to the valuation date 

been highly acquisitive.  EOH has peaked ten year abbot.  That will be 

earnings before interest in tax.  Compounded growth rate was about 41 

percent at the time of our analysis and the stock traded at 22 times PE.  20 

That‟s its five year median as a result. 

 Based on the analysis of peers net margins in the software and 

services space ranged from 7% to 25%.  We used a net margin of about 

15.5% as a base case of IO given its focus on higher margin services 

offered.  We applied a 20 percent discount to the EOH five year median PE.  
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In other words we used a 16 PE versus a 20 PE for EOH due to the fact that 

we were relying on focus from the draft or final.  I‟m sorry I think that‟s also 

another type with the question mark there.  The fact that IO did not have a 

track record and a proven deal execution.” 

So what we trying to say there with the little bit of typo is we used EOH as a company 

which was already listed and we could use as a reference point and then say suing that 

as a starting point what discounts would we apply given the fact that IO was not listed 

before and was just listing now and didn‟t have the track record of acquisitions that 

EOH would have had.  That‟s what I was trying to say there.  

ADV SECHABA MOHAPI:  So given all of that would it have been a cautious thing to 10 

do ...(indistinct) Mr Seani to ask for DD‟s to have been done? 

MR LEBOGANG MOLEBATSI:  For DD‟s meaning? 

ADV SECHABA MOHAPI:  Due diligence needs to be done on IO.  Was it a cautious 

thing or a prudent thing to do even though it didn‟t comply with process? 

MR LEBOGANG MOLEBATSI:   think is we need to follow process that the PIC has 

provided.  I however have to say that I understand the pressure he was under that 

would have resulted in his making that decision.  It doesn‟t mean that I endorse him not 

having followed process of the PIC. 

“29, using a discounted cash as a primary evaluation would have needed a 

long term forecast of free cash flows.  Although we did do a DCF as a 20 

backup valuation however given that the DCF was not annexed to the PMC 

submission on the 20th December 2017.  I think the DCF was done to give 

the team – in other words Victor, Sunil and myself another angle of the 

valuation.  It is possible that the DCF was done post the submission to the 

meeting on the 20th December 2017.  In other words it was not used as a 
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primary valuation for IO.  Tight timelines in the signing of the subscription 

form.” 

MR EMMANUEL LEDIGA:  Just a question.  If you don‟t have the – if you don‟t have 

the BT financials was it possible to do the long-term focus ...(indistinct) DCF?  Just if 

you could explain that to me? 

MR LEBOGANG MOLEBATSI:  Thank you Commissioner.  So the reason why we 

couldn‟t do a DCF if because we didn‟t have historical especially for historical financial 

statements.  Especially for British Telecoms – for BT. 

So we faced the situation where we were required to have a view of a 

valuation of a company and yet we didn‟t have that data in order to do a normal 10 

discounted cash flow evaluation which is what we would do in a normal company.  So 

we then had to if I may say, improvise.  We then had to 1, rely on a pre-listing 

statement.  A pre-listing statement is an absolutely critical document in IPO‟s.  It‟s not 

just in IO where a prelisting statement is critical. 

Investors rely on prelisting statements all the time in all kinds of IPO‟s.  In 

this instance however we only had the PLS.  We gain comfort from the fact that the 

forecast were received by an independent firm of auditors.  However we would have 

wanted more comfort by having BT Financials, it would have been first prize. 

MR EMMANUEL LEDIGA:  Did the focus include the BT stuff ...(intervention)? 

MR LEBOGANG MOLEBATSI:  Correct. 20 

MR EMMANUEL LEDIGA:  The financials? 

MR LEBOGANG MOLEBATSI:  Correct. 

MR EMMANUEL LEDIGA:  Okay. 

MR LEBOGANG MOLEBATSI:  The focus in the pre-listing statement included the 

focus for British Telecoms. 
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MR EMMANUEL LEDIGA:  Ja but you wanted your own calculations basically? 

MR LEBOGANG MOLEBATSI:  We would have preferred to have audited historic 

financial statements so that we can do a more detailed analysis of the history of British 

Telelcoms. 

MR EMMANUEL LEDIGA:  Ja, okay, alright, thank you. 

MR LEBOGANG MOLEBATSI:  I think I‟m in paragraph 30.  Yes paragraph 30. 

“I was becoming concerned that we would not be able to meet the deadline 

of the 15th December 2017.  This is due to the fact that we had not gone to 

PMC1 yet and at this time I believed that ESG risk and legal reports had still 

not been started.  PMC 1 was scheduled for the 13 th December 2017.  So on 10 

the 8th December 2017 or some time just before that day I had a discussion 

with Victor about this.  Victor then sent an email to Maliek stating that the 

15th December 2017 deadline was unrealistic and informed him that the end 

of January 2018 was a more realistic date.  Victor asked that the IPO date be 

moved.  On the 11th December 2017 I was requested to act as Executive 

Head Listed Investments for Fidelis from the 11 th to the 15th December 2017. 

 On the same day that I began to act as Executive Head Listed 

Investments I had a telephonic conversation with Fidelis who was in the USA 

at the time about the pending IO transaction.  The purpose of the call was to 

give an update of the issues and to get input from him on a way forward.  I 20 

recall mentioning to Fidelis that we do not have historical financials for BT.  

This posed a challenge to us as we could not approach the valuation in the 

usual manner.  In other words the way we do companies that have been 

listed for a long time which is a discounted cash flow approach.  The private 

placement opened on the 13th December 2017 and we were preparing to 
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take IO to PMC1 on that day.  Per the records from company secretariat the 

meeting was scheduled for 03:00 pm to 05:00 pm.  However the PMC was 

cancelled as a result of a lack of quorum. 

 Dr Danielle Matjila – Dr Dan had a discussion with me on the 13 th 

December 2017 wherein Dr Dan stated that the IPO date cannot be moved.  

I cannot recall if at the time he provided a reason for this.  However at some 

point I became aware that it was due to the pending contract that BT had 

tendered which required a certain BE status level.  He instructed to keep the 

original transaction timelines.  Dr Dan informed me that he had a discussion 

with the executive heads of legal, risk and ESGT.  He stated that none of the 10 

executive heads are expecting the due diligence reports from their 

departments to come with adverse recommendations given the work that 

was done up that point.  Therefore I deduced that Dr Dan‟s view was that 

PMC was highly likely to approve the transaction.” 

MR EMMANUEL LEDIGA:  Question.  If you manage to do the DD would you have 

gone to visit BT say to ask you know to check the operations and all that?  

MR LEBOGANG MOLEBATSI:  It‟s a good question Commissioner.  I think because 

it‟s an IT firm – in other words would we – we would not have done a sight visit in the 

sense of wanting to go see a IT firm‟s location.  That is not – it would not have been 

necessary as it would have been for a mine or somewhere where there is a plant that 20 

we need to observe.  However it would have been good to discuss with BT 

management.  That would have greatly assisted us.  At the time obviously BT was not a 

listed company and we would have wanted to do that.  However there are instances 

where a company is a target company of a listed company and would not necessarily 
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meet the underlying managers – it‟s not untoward that we would not have met BT 

Management.  Would it have helped?  Yes it would have. 

“35.3, Dr Dan informed me that due to the closing date of the private 

placement being on the 15th December 2017 he is instructing that the 

subscription form be signed.  In other words he asked me to sign as 

Executive Head Listed, in other words pp for Fidelis and he will sign as the 

approver of the transaction.  This would have been said to me some time on 

the afternoon of the 13th December 2017.  Dr Dan stated that PMC would be 

asked to rectify the transaction at the next sitting of the Committee.  Dr Dan 

explained that as the CEO and Chairman of PMC he confirms that ratification 10 

can be done implying that it would not be breach of PIC policy.  

The reasons I pp signed the IO irrevocable subscription form.  I had 

reviewed – the first reason.  I had reviewed the reports prepared by Victor 

sent to me on the 5th December 2017 and the 13th December 2017 that 

covered all the key aspects that needed to be addressed.  These would be 

the business model, the investment thesis and the risks to the investment 

case.  I became aware – that‟s the second reason.  I became aware at this 

stage in fact that the due diligence reports from risk, legal and ESG had 

already been initiated and were in fact close to completion as well.  These 

due diligence reports were subsequently issued shortly thereafter on the 14 th 20 

and the 15th December without recommendations that would have concluded 

the transaction from going ahead.  However these reports were submitted 

after the irrevocable form was signed. 

In other words they were received after I had pp‟d on behalf of Fidelis.  
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“The discussion with the CEO provided reassurance – that‟s the third reason.  

The discussion with the CEO provided reassurance firstly that as Chairman 

of PMC and CEO of the firm we can provide guidance on what needed to be 

done to meet the IPO deadline.  He seemed very confident and there is 

nothing untoward – sorry he seemed very confident that there is nothing 

untoward on the signing of the subscription form if we were to take it to PMC 

for that ratification.  I was clear in my mind that I could not sign the form in 

my capacity as the general manager given the level of responsibility of that 

role.  However I was unsure whether the Executive Head could do so or not.  

Even though there was a DOA in place I felt it important and a duty of care to 10 

get input from Fidelis on this matter given his experience at the PIC. 

In this discussion Fidelis explained that the CEO is “a higher power than him 

and that he would not go against what the CEO had instructed.”  I had no 

knowledge – this is the fifth reason.  I had no knowledge then nor do I have it 

now of a policy that contradicted what the CEO said.  In other words that 

transactions cannot be entered into by the CEO and ratified by the PMC.  

Although I was aware of that ratification was not the normal way that IPO 

transactions were done.  I had only been at the PIC – this is the sixth reason.  

I had only been at the PIC for one year, seven months at the point – sorry at 

this point and this was the first time that I was involved in a transaction 20 

where the deadline for an IPO had resulted in the CEO stating that there 

could be a ratification of a transaction.  I had no reason to believe that what 

the CEO had told me was not true.  The CEO had been at the PIC for many 

more years than me and had a successful track record including being the 

CIO of the firm.” 



11 MARCH 2019 – DAY 13   
 

Page 127 of 151 
 

I had no basis to doubt his integrity and Fidelis had given advice to follow the 

instructions of the CEO.  Seventh reason.  I did not want to be accused of 

insubordination towards the CEO given that I do not know of a policy that p rohibited 

ratification and could not use that as an excuse not to do as the CEO of the 

organisation instructed.  The eight reason I believe I acted as a reasonable General 

Manager would have after speaking to the CEO and Chairman of PMC, Dr Dan, who 

assured me that ratification was a lawful alternative under these circumstances as well 

as the input from the executive head that I reported to, who indicated that I should 

follow the CEO‟s instructions. 

MS GILL MARCUS:   Sorry, to just ask a question there.  Given this, and you obviously 10 

indicate that you had some uncertainties about process, did you not think it appropriate 

to check with the PIC‟s legal counsel? 

MR LEBOGANG MOLEBATSI:   Commissioner, I didn‟t.  I relied on the discussion I 

had with my direct-line managers.   

CHAIRPERSON:   And are you aware of other people who were in acting capacities 

who were part of the IO deal approval? 

MR LEBOGANG MOLEBATSI:   I am aware of the meeting of the 20 th of December 

2017, which I was not a part of.  I did not attend it as I was on leave.  Most of the 

people in that meeting were in acting capacity. 

CHAIRPERSON:   Tell me, is that policy there now?  I mean, do you know now if there 20 

is such a policy, that ratification can be done afterwards? 

MR LEBOGANG MOLEBATSI:   Commissioner, I am not allow – I am not aware of that 

policy.  I am aware of the comments that were made by senior management at PIC to 

say ratification is not part of process.  However, I am not aware of a policy that says 

ratification of transactions is not allowed. 
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CHAIRPERSON:   I‟m just wondering, which one should it be?  Should one rely on the 

fact that there is nothing that says it‟s not allowed?  Or rely on the fact there is nothing 

that says it is allowed? 

MR LEBOGANG MOLEBATSI:   I think, Commissioner, that is the reason why I had to 

ensure that I discuss with the CIO – or CEO, apologies, to understand the reason why 

he‟s asking for ratification as well as consult with my direct-line manager, because I had 

only been at the PIC for one year seven months at that point and I would not have 

claimed to be an expert on all the policies or all the experiences at the PIC.  

CHAIRPERSON:   And do you now know whether that has happened after the IO 

transaction?   10 

MR LEBOGANG MOLEBATSI:   I am aware, given the comments from Internal Audit, 

that ratification is not allowed.  I may add to say, Commissioner, that the Internal Audit 

report itself recommended ratification of this transaction.  This is the report that was 

issued in May 2018.  Itself referred to ratification of the transaction, and I speak to that 

when I – later on in my statement, the memo dated 15 December 2017 to PMC2, 

requesting that PMC1 not be held.  In other words, the request for due-diligence 

meeting, i.e. Risk reports, Legal and ESG, was completed because these reports had 

already been done prior to PMC1 approval.  The purpose of the memo was not to ask 

that a due diligence should not be done but rather that the meeting to request for them 

to be done be waived.  This is important, if I may add here, Commissioner, because the 20 

internal auditor, in my recollection, seemed to want to say that we were asking that due -

diligence reports should be waived.  That was not the purpose of that memo.  The 

purpose of that memo was to say due diligences have already been done.  And at that 

point, on the 15th of December, we – there was no indication to say those were not the 

final due diligence reports from those departments and so we therefore put together a 
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memo to say that – to take – to ask for a PMC report – to ask for PMC1, which is a 

request to go over to DD, is null and void given that the reports have already been 

performed.  That was the purpose of that PMC memo, of that memo.  This seemed 

logical to me as the due diligence reports were done when this memo was already 

submitted.  I had a further telecommunication, telephonic discussion, with Fidelis on the 

15th of December 2017.  The purpose of the call was to update him on the IO 

transaction before I went on leave.  I then travelled to the USA on the 16 th of December 

2017.  The payment memo, which was approved on the 19 th of December 2017, stated 

that PMC will ratify the acquisition of shares in IO at the next sitting of the meeting of 

the committee.  As per discussion with Gaanewe Adams – or Gaanewe, sorry, Ms 10 

Gaanewe Adams, who was Acting General Manager at the time, Dr Dan had 

communicated that the same instruction that he had given me to her posed this 

discussion with Gaanewe.  She sent an email to Dr Dan wherein she asked if the 

settlement can go ahead as, quote, „the approval of the transaction has not yet been 

ratified by PMC listed‟, close quote.  Dr Dan responded, quote, „please proceed with the 

settlement process.  The PMC will be asked to ratify at the next meeting as most of the 

members are already on leave‟, close quote.   

ADV SECHABA MOHAPI:   Just to place it on record, Mr Commissioner, Ms Adams will 

also be called to give evidence.   

MR LEBOGANG MOLEBATSI:   PMC2 was scheduled on the 20 th of December 2017 20 

to present IO.  I was not at this meeting as I was on leave.  The CEO, Dr Dan, who was 

the approving signatory to both the IO subscription form signed on the 14 th of 

December 2017 as well as the payment memo signed on the 19 th of December 2017 

attended this meeting.  There were also four other signatories to the payment memo 

signed on the 19th of December 2017 who attended this PMC meeting.  In addition, 
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Dr Dan had stated to me as well as to Gaanewe Adams that the transaction will be 

ratified at the next PMC sitting, which would have been on the 20th of December 2017.  

Therefore it stands to reason that this meeting should have been a meeting to ratify the 

transaction.  However, what actually happened was an approval and not a ratification.  

On the 4th – or 5th May 2018 Internal Audit held a meeting with Fidelis and myself about 

the audit findings on the IO approval process.  Internal Audit informed us that PMC, that 

approved the transaction on the 20 th of December 2017, should have instead ratified 

the transaction as the irrevocable subscription form was signed on the 14 th December 

2017.  There was no mention by Internal Audit at this stage that ratification was not in 

line with PIC policy or that it was not allowed.  The finding was on the fact that PMC 10 

should have ratified the steps taken up to that meeting on the 20th of December 2017 

and not approved the transaction.  My interpretation of this finding is that ratification is 

possible given that it was suggested as a resolution by Internal Audit.  The error that 

was made at the PMC meeting the 20th December 2017 was that it did not ratify the 

transaction but approved it.  As I was not in the meeting I am unsure whether the actual 

discussions of the fact that the subscription form and the payment memo were already 

signed had been mentioned.  The minutes of this meeting are silent in this regard.   

MS GILL MARCUS:   Perhaps a slightly different question.  Yes, the error, as you put 

here, is whether this was ratified or approved, and which it should have been, but if it 

was either, if it was to be ratified, that would assume that the PMC actually had no 20 

ability to make any view – or take any view on the deal, it was simply asked to rubber 

stamp the deal, and therefore the question becomes:  What is the purpose of a PMC if 

you can take decisions that are simply there to be rubber stamped rather than 

considered?  Is the error really not the question that the PMC role is undermined by the 

process?   
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MR LEBOGANG MOLEBATSI:   Thank you, Commissioner.  I think my understanding 

is that the people who sit on the PMC include people who are represented by ESG, 

Legal and Risk, and what was very important to me when I sat with Dr Dan to have a 

discussion was the fact that discussions…  Which, by the way, it happens in any 

investment firm.  There are informal discussions that are happening at senior 

management levels all the time.  Is this … (indistinct) picking up anything that‟s 

untoward?  Are you worried about something?  On the day that I PP‟ed for Fidelis and 

the discussion with Dr Dan it was clear in that discussion, based on what he said to me, 

that the people who sit on that PMC committee are comfortable in the sense that the 

reports that were going to come out would not have raised issues that would have 10 

resulted in PMC having material concerns that would have resulted in the decline of 

that transaction.  So inasmuch as I agree with you, Commissioner, with you that PMC 

does have that role, however, the people, because of this time pressure that was there 

on this transaction, what Dr Dan said to me was, yes, we do need to hold that formal 

meeting.  However, I have had discussions with the people who are decision makers in 

that committee and the reports that will be coming out will not result in them voting 

against.  That‟s sort of my first interpretation.  The second one, in terms of the role of 

PMC, is it‟s not only its role to necessarily approve but it is also to put in conditions that 

it deems necessary, and that is what PMC executed in this instance, as an example.   

MS GILL MARCUS:   Well yes and no, because the question from me would be if the 20 

rules and procedures had been followed they wouldn‟t have even had a due diligence 

at that point in time.  It was the question of Victor Seanie‟s decision to do a due 

diligence even if it was desktop at that point in time because of the time pressure.  Is 

that correct? 

MR LEBOGANG MOLEBATSI:   I agree with you, Commissioner.  I agree with you 
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fully.  So … (intervention) 

MS GILL MARCUS:   So therefore the process of the PMC was undermined because 

there was a question of a due diligence due to time pressure, therefore accept 

everything going along and the PMC did not do its job properly because it shouldn‟t 

have had the due diligence in front of it and if it was doing its job it should have said no, 

we start at the beginning again because this is wrong in terms of process.   

MR LEBOGANG MOLEBATSI:   Commissioner, I accept that normal process was not 

followed.  I accept that.  What I am trying to say is what was in people‟s minds when 

they were applying – when – or let me – what was in my mind when I decided to PP on 

behalf of Fidelis, what was in my mind was to say process is not being followed.  This is 10 

definite…  This discussion with Dr Dan is a management override, if I can put it, of 

normal process.  And so I had to sit down and say to myself because PMC is not being 

heard we are undertaking – we are signing in – I am PP‟ing on a form that is 

irrevocable and Dr Dan is approving a form that will legally bind the PIC.  What … 

(intervention) 

MS GILL MARCUS:   And in that process condoning the lack of due process from 

Victor.  You have to condone it if you‟ve accepted that you have a due diligence in front 

of you and you are saying we are doing this. 

MR LEBOGANG MOLEBATSI:   Correct. 

MS GILL MARCUS:   And therefore how would it be that a person who has done the 20 

wrong thing for the right reasons because of pressure put on him is the person who is 

fired is the question I am asking.   

MR LEBOGANG MOLEBATSI:   I agree … (intervention) 

MS GILL MARCUS:   If you relied on the due diligence that he did you had to condone 

the process that he followed and not victimise him in that context, in my view.  So once 
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all of these things were condoned then how do you say, well, we‟ve condoned it and 

used it and done the deal but you actually didn‟t follow process?  Because then process 

should have been the stopping point of that.  Process that was wrong should have been 

the PMC.   

MR LEBOGANG MOLEBATSI:   Commissioner, through you I fully agree with you, 

ma‟am, fully agree with you.  I think it is, in my humble opinion, incorrect that Victor 

should have been…  One, you know, as investment professionals all we have is our 

name and our reputation and I think the way that he, his name was put out there was 

almost implying that there was an ulterior motive to what he did and I do not believe 

that Victor did what he did out of an ulterior motive.  I believe he did it because we were 10 

time pressure.  And so I agree with you that inasmuch as I cannot sit here and say I 

condone breach of process I fully understand why he did it and actually you are right, 

through you, Commissioner, that if he had not done that he would have put me in an 

even worse position because my discussion with Dr Dan, I would have said „Dr Dan, we 

don‟t even have due diligence reports from ESG, Risk and Legal‟.  So you are right.  So 

his response to me was very much to say no, no, no, you know, those – you know, the 

work has already been done.  Now, that was a surprise, right, because in my 

understanding was that we needed to go to PMC1.  So I fully agree with you to say to 

then turn around and…  And I do agree that Victor, even though I don‟t agree that he is 

a junior in the sense that he is a very senior analyst and I rely on his view not just on 20 

IO, on other transactions, very heavily, to victimise him and to put the blame on him, I 

agree with that sentiment.  But what I‟m saying is I accept that there was a breach of 

process.  This was not a normal process and…  But I think what I am saying is that 

despite that breach of process there was work that was done.  There was work that was 

done, even though it didn‟t follow the normal – there was no PMC1 that approved it.  
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But fortuitously for me at least that work was done.   

MS GILL MARCUS:   But not fortuitously for Victor.   

MR LEBOGANG MOLEBATSI:   That is…  And I think I need to put on record that 

management, in my understanding that was a board decision to take that step.  I had…  

I was as shocked as Victor was that he was suspended. 

CHAIRPERSON:   Am I correct to say that there were actually two breaches at least?  

The first one was to go ahead with due diligence without the transaction having – or 

request having been sent to the PMC to give its consent to due diligence.  Am I 

correct?  That‟s one.  And the other one is the signing of the subscription certificate 

before the PMC had approved the deal. 10 

MR LEBOGANG MOLEBATSI:   Ja.  I…  That was a breach of process.  It was.  And 

there were two breaches, and in my view my discussion with the CEO was to say we 

are – or I am giving instruction to say let‟s breach the process because we will get it 

ratified.  So the question I have in my mind was when I relied on the fact that 

ratification, in a situation where the deadline for IPO, this IPO is the 15 th, we are now 

finding ourself on – it was signed on the 14th, there is this pressure, the CEO wants to 

do the transaction and he is saying the PMC will be ratified and he had had discussion 

with the people who do sit on that PMC.  Was it a breach?  It was.  Was there a work-

around in terms of the applying the – to say, you know, are there – was the work 

applied?  Well, the people applied their minds on the Risk side, the – on the ESG side, 20 

on the Legal side.  Did we apply our mind on the scoping report?  What I am trying to 

say is that there was a process of people applying their mind.  Was there a breach of 

meetings not being had and…?  That was a breach.  But I‟m saying it‟s important to 

also say that there was an application of one‟s mind and the issue of ratification was 

not something that was seen as something that cannot be a replacement of what – of 
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the lack of having PMC. 

CHAIRPERSON:   What was going to be ratified?  I told you that there were two 

breaches.  What was going to be ratified by the PMC? 

MR LEBOGANG MOLEBATSI:   So what Internal Audit said in its report was the 

actions that were taken up to PMC meeting, meaning the signing of the subscription 

form and the due diligence being done prior to PMC1, that needed to be ratified and I‟m 

assuming, obviously, the approval of the actual transaction with the conditions, in other 

words PMC then applying its mind as to the conditions that they would want to apply on 

this transaction. 

ADV SECHABA MOHAPI:   And that would have included sanction in the due 10 

diligences.  That would have been done normally by PMC1.  Is that not correct?  The 

ratification.   

MR LEBOGANG MOLEBATSI:   Correct.  It would have been…  So PMC…  So PMC2 

should have – would have been asked to rat – to…  Remember, there were two things 

that were taken to PMC.  One was the waiver of PMC1, which is to say the report‟s 

already done so please give approval to the waiver of PMC1.  That was supposed to be 

done on the 20th.  Then secondly to ratify the fact that an irrevocable subscription form 

was signed on the 14th.  And then thirdly to effectively raise whatever condition which 

PMC normally does.  No, it‟s not normal.  There are instances where it does.  There are 

instances where it doesn‟t. 20 

MS GILL MARCUS:   And, sorry… 

CHAIRPERSON:   Ja.  A question?  Okay.   

ADV SECHABA MOHAPI:   Just to ask a very difficult question, you know, to you, if 

you can venture some answer there:  Do you think someone must carry the can on 

these things, you know, carry the can, and if so who should carry that can? 
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MR LEBOGANG MOLEBATSI:   Commissioner, in terms of the signing of the 

subscription form it is my view that the CEO should take accountability for that because 

he issued that instruction with an explanation to me that ratification is not something 

that is breach of PIC policy.   

ADV SECHABA MOHAPI:   Mr Commissioner, I‟ve noted we‟ve gone past 4 o‟clock 

and Mr Molebatsi has two more topics to cover.  Can we proceed or should we adjourn 

for tomorrow morning? 

CHAIRPERSON:   I thought we would go at least to half past four. 

ADV SECHABA MOHAPI:   Alright, yes. 

MS GILL MARCUS:   I just had one more question in relation to this because – just to 10 

get this whole question of what was eventually ratified.  On the 20 th then of – the 20th of 

December meeting what exactly was ratified?  Was it ratified, approved and then 

subsequently called ratification?  So we know that the ratification didn‟t take place, 

approval took place. 

MR LEBOGANG MOLEBATSI:   Approval took place. 

MS GILL MARCUS:   Right.  But then what was approved?  The original decision about 

doing a due diligence? 

MR LEBOGANG MOLEBATSI:   H‟m. 

MS GILL MARCUS:   The question, was it also approved that the subscription was 

okay in retrospect, that it was prior to the sign-off and approvals and it was done?  Or 20 

was the entire process for the IO transaction approved and ratified, both approved and 

then ratified in its totality?  Or were only elements of that?  Because I‟m not clear from 

what is being said what actually in the end was approved and then changed to 

ratification. 

MR LEBOGANG MOLEBATSI:   Okay. 
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MS GILL MARCUS:   Was it all elements of the deal? 

MR LEBOGANG MOLEBATSI:   Okay, let me try to explain it, Commissioner.  On the 

20th of December 2017 what should have happened did not happen.  PMC effectively 

approved that transaction as if there was no irrevocable signed on the 14 th of 

December.  That was an incorrect thing to have happened then and that is not what I 

would have understood that should have happened in that meeting.  What that meeting 

approved is it resolved to approve the transaction to say as if there is no irrevocable 

transaction.  In my humble view that was not correct and what – so what should have 

happened, in my view, would have been the person who was the approver of the 

irrevocable form, who would have been in the meeting, would have explained to say 10 

this transaction has been entered into.  I have explained to the Acting Executive Head 

of Listed, Lebogang Molebatsi, on the 14 th and go through the reasoning as to why he 

requested me to PP sign on behalf of Fidelis and to effectively also sign as approver of 

the transaction and then explain to PMC Listed what needed to then happen, which 

would be to ratify that activity.  So that did not happen.  Internal then…  So that‟s one.  

Then post the audit finding by Internal Audit in May they requested us to say we need 

to correct the error of that meeting on the 20 th of May 2017 – I‟m sorry – 20th December 

2017, apologies.  And so what then happened, there was a very critical thing that 

happened, is PMC was then approached post the audit finding to say we made a 

mistake, or, in other words, PMC did not do what it should have done.  We are coming 20 

now to PMC again to ask that that error of approving and not ratifying be corrected and 

that resolution was taken by PMC to say…  And I just wanted to find the actual wording, 

if I may, Commissioner, if you may bear with me, so that I may…  I just want to give you 

the exact wording of what was said in that PMC resolution, if I may.  May I read the 

whole thing?  So it‟s a round robin resolution of the Por tfolio Management Committee 
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Listed Investments: 

“Ratification of the PIC‟s participation in IO Technology Solutions 

Listed, IO private placement:  It is recorded that the PIC‟s internal 

audit highlighted that the listed equities team made a mistake in 

requesting approval from the Portfolio Management Committee 

Listed Investments in participation in the private place – private 

share placement.” 

The next sentence is deleted.  I think it was deleted by the final signatory, 

who was the acting CEO at the time, so I won‟t read that sentence. 

MS GILL MARCUS:   I think you should read the sentence. 10 

MR LEBOGANG MOLEBATSI:   Okay, let me read it.  Okay. 

“The intention was in fact to request ratification of the transaction 

from PMC Listed.” 

Okay. 

“The purpose of the submission is to request ratification from PMC 

Listed for participating in IO‟s private share placement. I heard of 

its listing of Johannesburg – on the Johannesburg Stock 

Exchange in order to regularise and – to regularise the approval 

request submitted to PMC Listed on the 20th of December 2017.  

The listed equities transaction team, environmental, social and 20 

governance, legal and risk teams, completed their due diligences 

into IO between the 5th and the 15th of December 2017.  On the 

14th of December 2017, following discussions with executive 

heads of Listed Investments, Investment Management, Legal and 

Risk the PIC CEO signed an irrevocable undertaking to purchase 
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99 782 655 shares in IO for R43,00 per share for a total 

consideration of R4.3-billion, acquiring 29% of IO.  On the 20 th of 

May 2017 the transaction team submitted a request for approval of 

the said investment in IO from the PMC Listed.  The request was 

approved.” 

Okay. 

“On the 21st of December 2017 IO listed on the JSE.  It is hereby 

resolved that the committee notes the mistake and agrees to 

regularise the approval request submitted to the PMC‟s Listed on 

the 20th of December 2017.  That the committee ratifies the PIC‟s 10 

participation in IO‟s private share placement for 4.3-billion to 

acquire 29% of IO at R43,00 per share ahead of its listing on the 

JSE.” 

So what I‟m trying to say is one accepts that the 20 th of December, you 

know, it was clearly – or I would assume, I don‟t – I wasn‟t there, that the fact that the 

irrevocable form was not raised by the person who signed it, it would appear to me, I 

don‟t know, I haven‟t listened to the recording, and therefore PMC then approved the 

transaction as opposed to ratifying it.  When Internal Audit picked that up they then 

gave a recommendation as to what is to be done and that recommendation is to say 

there was simply a mistake there, obviously because, I guess, in hindsight, that was not 20 

disclosed to that PMC, therefore PMC should be asked to ratify that transaction.   

MS GILL MARCUS:   Thanks.  I think that certainly helps clarify the process.  It doesn‟t 

help clarify the approach and what was followed but it helps clarify exactly what was 

done.  But just one point, if I could.  You said there that the due diligence was 

completed between the 5th and the 15th of December. 
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MR LEBOGANG MOLEBATSI:   Correct. 

MS GILL MARCUS:   So how would they have been able to sign an irrevocable on the 

14th of December before they got the due diligence completed?  Excluding the fact that 

they shouldn‟t have done it in the first place, but – because it had not been approved, 

but they did it before the due diligence.  So the question of…  It‟s compounding the 

problem of signing ahead of approvals that you didn‟t have a completed due diligence if 

your dates are correct. 

MR LEBOGANG MOLEBATSI:   That is true, Commissioner.  That is correct in the 

sense that the actual reports…  I think the Risk reports, the ESG report…  There was 

one report that came late on the 14 th but the other reports came on the 15 th.  So I think 10 

one needs to under…  Maybe just to give some light as to how discussions happen 

within the PIC is that discussions would … (intervention)  

MS GILL MARCUS:   So you can…  I‟m sorry.  I don‟t want to interrupt you.  

MR LEBOGANG MOLEBATSI:   H‟m. 

MS GILL MARCUS:   But it‟s not about the discussions that take place.  It‟s a question 

that you are taking a decision of that magnitude before you‟ve got the completed 

paperwork.   

MR LEBOGANG MOLEBATSI:   That is true. 

MS GILL MARCUS:   Ja.  That‟s really the bottom line. 

MR LEBOGANG MOLEBATSI:   That happened.  So…  Ja, so let‟s be clear without 20 

trying to… 

MS GILL MARCUS:   Ja. 

MR LEBOGANG MOLEBATSI:   The irrevocable form that was signed on the morning 

of the 14th was signed...  The only report that was completed at that time was the 

scoping report, that is what I‟m – was the scoping report, which is what I reviewed and 
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signed.  The other reports, as at the moment when that irrevocable was signed, those 

reports were still, my understanding, almost complete.  Obviously I don‟t know.  My 

understanding is that they were almost…  And once again, when I say almost complete 

it‟s based on the discussions I would have had with Dr Dan and what I was told.  But 

you are correct, is that…  And that‟s why, to be very honest, it did create discomfort in 

me and that is why I would – I needed to get guidance, not only from my, you know, 

inter…  Because remember, as the GM I knew what I needed to do.  As Executive Head 

and as, you know – it was a grey to…  When I say grey, I didn‟t know what is – what 

can management override with the intention of ratification later.  So I‟m not here to try 

and sugar-coat it to say…  The form that I PP‟ed on behalf of Fidelis on the 14 th was 10 

signed before the actual reports were issued.   

MS GILL MARCUS:   And perhaps just one other question, which is probably not your 

issue, but perhaps you have a view on it is that given that this came out of an Internal 

Audit report that pointed to quite a serious breach of process I would have thought that 

it would have required a meeting to exchange views, not a round robin, which we just 

sign off, yes or no?  Why would something of that magnitude be accepted to be signed 

off by a round robin? 

MR LEBOGANG MOLEBATSI:   I think in my view a round robin is not necessarily 

illegitimate way of doing it.  I fully accept ... (intervention) 

MS GILL MARCUS:   No, it‟s not illegitimate.  It‟s just what is good practice.  20 

MR LEBOGANG MOLEBATSI:   Correct.  Correct. 

MS GILL MARCUS:   It depends on the issue at hand whether round robin is 

appropriate or not appropriate. 

MR LEBOGANG MOLEBATSI:   Correct.  Correct.  So I guess what I‟m trying to say is 

sitting here do I recall we‟re told to go to round robin as opposed to having a formal 
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meeting?  I don‟t recall that, why that decision was made.  I would deduce that there 

was urgency post my meeting with Fidelis and the Internal Audit to say, wow, this is a 

problem, we need to get this done yesterday because, as you say, this is a big problem, 

and so there was – there would have been, just thinking logically, there would have 

been a desire to get this PMC done yesterday and whether maybe diaries didn‟t work 

and therefore the decision was to say it doesn‟t seem like diaries are working, let‟s go 

for a round robin, I can‟t remember.  I can‟t remember the decision that was taken.   

ADV SECHABA MOHAPI:   Just before we move on, Mr Molebatsi, have there been 

other transactions that were approved in a similar way as AU (?) was?   

MR LEBOGANG MOLEBATSI:   In my knowledge this was the first one, and I think 10 

that‟s probably why, you know…  Ja, this was my first one.  This was the first one.  

ADV SECHABA MOHAPI:   The middle of paragraph 42. 

MR LEBOGANG MOLEBATSI:      Yes. 

“My interpretation of this finding is that ratification is possible given 

that it was suggested as a resolution by Internal Audit.  The error 

that was made at the PMC meeting on the 20 th of December 2017 

was that it did not ratify the transaction but approved it.  As I was 

not in the meeting I am unsure whether in the actual discussion 

the fact that the subscription form and payment memo were 

already signed had been mentioned.  The minutes of this meeting 20 

are silent in this regard.  In order to comply with the 

recommendation of Internal Audit we prepared a submission to 

PMC signed by Victor, myself and Fidelis, explaining the error 

made at the PMC of the 20 th December 2017, the error being that 

the resolution should have been a ratification of actions done 



11 MARCH 2019 – DAY 13   
 

Page 143 of 151 
 

before that meeting and approval of the conditions PMC2 required 

to be fulfilled.  On the 11th of May 2018 PMC noted the error and 

changed its approval to ratification of the Ayo transaction via round 

robin.  

The PUT agreement:  On my return from leave on the 9 th of 

January 2018 I had a discussion with Victor about the conditions 

that PMC had resolved to put on the transaction and requested 

that we meet Ayo management urgently to inform them of these.  

Victor replied that he has struggled to get any kind of response 

from his contact at Ayo, that being Malik Salie.  Ayo management 10 

continued to be unresponsive to our requests sent on the 20 th of 

December 2017 and the 9th of January 2018.  As at the 14 th March 

2018 it was clear that this was now a crisis.  At this stage I 

requested Dr Dan to contact the chairman of the Ayo board in 

order to try and get some response from Ayo.  On the 23 rd of 

March 2018 Dr Dan‟s office sent a mail to the chairman outlining 

the PMC resolutions.  As a result of this we, Fidelis, Victor and 

myself, met Ayo management on the 29 th March 2018.  That 

meeting, however, was adjourned without discussion of the PUT.  

One of the concerns was that Ayo was in a closed period and 20 

therefore could not disclose price-sensitive information.  We 

agreed that we would continue to work with Ayo to conclude the 

PUT agreement with some urgency.  The meeting with the 

chairman was then deferred to post results in May 2018.  The first 

draft of the PUT agreement was received from Ayo – that we 
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received from Ayo was completely inadequate.  Victor and I 

responded to Ayo in this regard with our objections.  This began a 

long process of drafts from them and counter-drafts from us.  It 

became clear that Ayo was unwilling to provide the PUT as 

envisaged by PMC.  As such, on the 8 th of October 2018 we 

submitted a memo advising against the signing – signing the Ayo 

PUT as the terms remained unfavourable to the PIC.  This memo 

was signed by myself, Victor, Sunil and Fidelis.”   

MS GILL MARCUS:   Sorry, just again on a point just of process and clarification, that if 

the proper process had been followed those conditions would have been presented and 10 

done before signing or transfer of the money?  If it had been proper process right in the 

beginning, in December, before the listing you would have had PMC put its 

preconditions?   

MR LEBOGANG MOLEBATSI:   H‟m?  Correct.   

MS GILL MARCUS:   And therefore because that was not done you‟re battling a year-

and-a-bit later to still get a response that protects the PIC?  That would have been in 

place as part of the signing off if the proper process had been followed.  Is that correct? 

MR LEBOGANG MOLEBATSI:   I think, Commissioner, I would accept that, that we did 

not have leverage anymore.  What I would say ... (intervention) 

MS GILL MARCUS:   No, but before…  I‟m not talking about the leverage afterwards.  20 

I‟m saying that if that had been a normal process where the due diligence was done, the 

different committees met, they looked at it and you felt that there was a need for a PUT 

that would have been part of the agreement before you signed off.  Would that be 

correct? 

MR LEBOGANG MOLEBATSI:   It would.  Ja.  In this …  (intervention) 
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MS GILL MARCUS:   As a normal process?   

MR LEBOGANG MOLEBATSI:   As a normal process.  I just need to clarify a few 

things.  One, there are conditions that are conditions that are not…  In other words, 

PMC does regularly give conditions that are saying you have got approval, go and do 

the deal.  Please can go and work on 1, 2, 3, 4, 5 and make sure that they‟re in place.  

You…  So that happens often and it doesn‟t mean that when PMC then sets that 

condition that the transaction dies or that – sorry – or that you would need to do those 

things before the transaction happens.  Okay.  So, for example, and I think PUT – the 

PUT example is a very good example.  If you look at how PUTs are put together, PUTs 

would not be put together in a space of – a short duration of time, and so it is feasible 10 

that the PUT is put in place with the understanding to say do the transaction but these 

are the things that we want you to go and make sure that you get on behalf of our 

clients, on behalf of PIC.  Now, whether that was what PMC had intended I cannot 

confirm.  It‟s obvious to me, looking back, that that‟s maybe not what was intended.  In 

other words, maybe that they wanted the PUT to be done before the funds flowed.  That 

was obvious…  That‟s just my interpretation, given the feedback that I‟ve been getting.  

ADV SECHABA MOHAPI:   Just to take a step back, Mr Molebatsi, what is the purpose 

of having a PUT agreement?   

MR LEBOGANG MOLEBATSI:   It‟s a very good question.  I think, first of all, when we 

do a listed equities investment most of the time we take equity risk and so we don‟t 20 

generally take out a PUT agreement when you are investing in shares.  There are very 

few instances wherein you would want to create protection on the downside, in other 

words to say, for example in this instance, where PMC raised the issue to say they 

believe the valuation for Ayo is too high and therefore the risk that the share will fall is 

there and therefore they believe that a PUT is required in this instance.  Okay?  The 
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only other instance that I can recall is when we did Vodacom Tanzania, wherein we 

actually, in that transaction, we actually walked away from the transaction and Vodacom 

Tanzania approached – or Vodacom approached us with sort of a sweetener wherein 

they offered us a PUT.  So if you look at all the other IPOs that we‟ve done, we didn‟t 

have PUT agreements put in place so Ayo was the first one that at that point we did.  

I‟m sorry, obviously we did Vodacom Tanzania, but that was we had declined the 

transaction and the company came back.  This was the first one that PMC put as a 

condition in the resolution.  I don‟t know if I‟m answering the question.  

MS GILL MARCUS:   That‟s…  No, you are, and very helpfully.  Thank you.  But it also 

then implies that the PMC understood that the share price was overvalued and it should 10 

not have been done at that price because you wouldn‟t have wanted or had this in 

place if you had more confidence about the share price. 

MR LEBOGANG MOLEBATSI:   That is true.  So PMC expressed that view.  They 

expressed that view, to say there is a concern that the valuation is too high.  That is 

correct.  And that is why they requested the PUT. 

ADV SECHABA MOHAPI:   A question on the PUT and the timing, you know.  Timing is 

quite critical, it looks like, so if you are going to give a company money and the PUT 

takes months and months, I mean, surely that can‟t be right because you lose the 

leverage.  Once you give money out, I mean, really, what do they have to, you know – 

what forces them to do the PUT?   20 

MR LEBOGANG MOLEBATSI:   Through you, Commissioner.  I think it‟s a good 

question.  I think in this instance, and it happens in other instances where PIC is a 

strategic partner, so when we enter into a transaction and you own 29% of a company 

you effectively become a strategic partner to the company and one would have 

expected a few things.  One, in my professional judgement management at Ayo 
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completely ignored us at our level and they chose to engage above our pay grade and 

that, for me, was not professional in my view in the sense that it was clear that even 

though we‟d become a strategic partner we were not being treated as such by the Ayo 

management.  So in other words, negotiations with Ayo was not purely based on 

whether we had deployed the cash or not.  It should have been based on we have now 

become a strategic partner in their business and therefore there is a level of 

engagement, which we do when we engage with numerous other listed companies 

where when we take a material part of the company such as 29% or anything above, 

you know, 29% is a big stake of a company, the level of engagement that management 

affords you, it‟s much higher than if you owned 1% of the company.  And so the level of 10 

engagement that they were willing to give, at least at my level and at Victor level and at 

Sunil level was completely strange.  However, my understanding, and I don‟t know this 

for a fact, was that that engagement continued about me and Victor and Sunil.  So it 

was anomalous that they were not willing to discuss with us and their attitude, their 

posture towards the PUT agreement, was very dismissive, which is not something that 

a bona fides business partner whom you own 29% in their company would be engaging 

you as.   

ADV SECHABA MOHAPI:   Yes, it‟s quite strange because Victor actually referred to 

this treatment that, you know, you guys got from Ayo and, I mean, as we know, the PIC 

is a powerful organ, you know, and one wonders why were you treated this way?  I 20 

mean, can you venture something here?  Why was this alleged disdain, you know, and 

treatment against the PIC? 

MS GILL MARCUS:   And perhaps in responding to that could you just look at 

paragraph 49, and what were the differences in the sign-off and the recommendation? 

MR LEBOGANG MOLEBATSI:   Okay.  So, one, it was – in my comments, and Malik 
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Salie sort of sent one email to Victor, which for me was very revealing, where he said 

that, you know, they had engaged with senior executives at the PIC, which obviously  I 

was not in that meeting and Victor would not have been in that meeting.  So I‟m 

deducing from that that there were discussions that were being had with people who 

are more senior than myself.  I don‟t know who.  I don‟t know if it was Fidelis or Dr  Dan.  

That was…  Those discussions made Malik in particular feel that he doesn‟t need to 

respond to us or he doesn‟t need to supply us with answers or even to say even when 

we‟re negotiating the PUT that our inputs into the PUT are not as – or they can be 

overridden.  Let me put it that way.  So if I just go to paragraph 49, where we say „on 

the 16th a version of the PUT agreement was different to the one recommended ... 10 

(indistinct), one of the critical things that, you know, the big differences between…  If 

you may just give me a moment, Commissioner, I will try and find, you know, the actual 

memo that we submitted.  So the critical differences, and if I may I will just read some 

of the differences, and I can submit this as well. 

CHAIRPERSON:   Is that part of the annexures? 

ADV SECHABA MOHAPI:   No annexures have been made to this particular 

statement, but we can gather all of the documents which Mr Molebatsi‟s referred to.  

MR LEBOGANG MOLEBATSI:   Yes.  So in this particular memo that we wrote to the 

CEO I‟ll just highlight the big differences.  So, for example, you know, one is the IO/AEI 

proposed clause would have said to provide PIC downside protection from an Ayo 20 

share price from R22,00.  Okay?  In the clause that we had, you know, supported as 

CEO signing, as an example, provides…  The downside protection would have been 

from the share price of R28.00.  Now, that was already a compromise from our side 

because initially we would have obviously wanted as much protection as possible, but 

R28,00 was really, really the absolute minimum because, I mean, remember the gap 
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between R43,00 and R28,00 is already assuming a certain level of fall in the share 

price.  Now, one would have been able to say, okay, because it‟s an equity investment 

one is able to accept some level of short-term volatility because we buy into the long-

term prospects of the company, but R22,00 was something that we felt was, you know, 

it rendered the protection irrelevant.  So the other one, where it says that AEI should 

settle its obligations to PIC in Ayo shares, „such shares shall be valued at R35,00 each‟, 

okay, and what we had recommended was that the draft that we want – we had signed 

was that AEI should settle its obligation to PIC in Ayo shares, „such shares shall be 

valued at the VWeb‟.  So now we didn‟t want to peg it at a specific number.  We needed 

to have a market contingency.  Because if you peg a number that is not market -related 10 

you‟re effectively removing the listed nature of that share.  So the idea of a VWeb was 

absolutely critical.  The other one, and I will just give this last one, is to provide 

protection for 90 days after signature date.  Alright?  And we had – the previous one 

that was signed was would provide protection for 12 months after signature date, so…  

And once again, 12 months is – was a compromise from our side.  I mean, to have a 

PUT agreement that is only effective for 90 days, in our humble view, you know, it didn‟t 

provide protection. 

ADV SECHABA MOHAPI:   Just for record purposes, Mr Molebatsi, the document 

you‟ve just read, what is it?  What is it dated and where was it presented?  

MR LEBOGANG MOLEBATSI:   Okay, this is on the 8th of October 2018, a memo 20 

addressed to Dr Danie Matjila, Chief Executive Officer. Ayo Technology Solutions 

downside protection agreement, and it‟s signed on the 8 th of October 2018. 

MS GILL MARCUS:   And signed by Dr Matjila notwithstanding your – the team‟s 

recommendations?   

MR LEBOGANG MOLEBATSI:   So the memo that we submitted to the CEO was 



11 MARCH 2019 – DAY 13   
 

Page 150 of 151 
 

compiled by Victor, was reviewed by Sunil, was reviewed by myself and recommended 

by Fidelis.  So he will…  This was obviously addressed to him.  However, the CEO then 

proceeded to sign the PUT agreement.   

ADV SECHABA MOHAPI:   Just while we‟re at signing of documents, to take you back 

to the ratification, on the 11th of May 2018, PMC, were those the same people that were 

at the 20th meeting, 20th December 2017? 

MR LEBOGANG MOLEBATSI:   Through you, Commissioner, no, it was not.  The 

meeting on the 20th of December 2017 had majority acting members.  The people who 

were permanent members were the CFO and the CEO who had attended.  If I recollect 

well, the other members on that committee were acting.  The memo round robin – or 10 

the resolution, the round robin resolution that was later was signed major ity by people 

who are actual members. 

ADV SECHABA MOHAPI:   We can move on to Sagarmatha, the next heading, 

paragraph 50 in your statement.   

CHAIRPERSON:   I can just mention that it‟s past half past four, but ... (indistinct).  But 

majority decision is that we finish.  No, no, no, we don‟t end here, but finish the 

statement, finish the evidence of this witness.   

ADV SECHABA MOHAPI:   Thank you, Mr Commissioner. 

CHAIRPERSON:   I don‟t get paid overtime, but… 

ADV SECHABA MOHAPI:   My learned chief evidence leader also says to say that he 20 

is – Mr Molebatsi will also be available tomorrow morning. 

CHAIRPERSON:   Okay.  (Indistinct) 

DISCUSSION ASIDE 

CHAIRPERSON:   If he‟s available I think let‟s adjourn at this stage and reconvene 

tomorrow morning at 10:00.  Okay? 
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ADV SECHABA MOHAPI:   Thank you. 

CHAIRPERSON:   Is that okay with you, Mr Molebatsi? 

MR LEBOGANG MOLEBATSI:   That is okay, Commissioner. 

CHAIRPERSON:   Yes, thank you very much.  We shall then adjourn until tomorrow at 

10:00.   

INQUIRY ADJOURNS TO 12 MARCH 2019 
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