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|+ 2016: Public Protector’s State of Capture Report

e March 2017: Zuma fires Gordhan and Jonas
* Key turning point - mass protests commence ending in Zuma’s
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28 major investigations

* Various Investigations / Inquiries:

— Pre 2017 SARS

* BOSASA SIU investigation (dates back to 2009) ‘ Commission

* 2 Public Protector investigations (incl. Prasa)

— Since release of State of Capture report Nov 2016
* 4 x Parliamentary Committees into state capture (Gupta related) - only Eskom completed
* 5xinternal investigations into Eskom (incl. Denton which was in 2015)
* 4 xinternal investigations into Transnet
* Ad hoc Committee on the SABC Board Inquiry
* SASSA-Gate and Black Sash court case
* Steinhoff

— Since 2018

* 4 x Commissions of Inquiry (2 completed)
* 3 xSIU investigations

* VBS — Great Bank Heist report
* High Level Panel Review on SSA |MOKGORO ENQUIRY —

sabcnews.com | @sabcnewsonline | #sabcnews
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sacnews com

LIVE STREAM




| Where are we now?

eNew Age / ANN7 deals
eKoeberg Generators

Transnet

oTrillian & McKinsey
eLocomotive Procurement

BOSASA

eHome Affairs (immigrant
retension centres)

Law Enforcement

*NPA
eScorpions & HAWKS

oT-Systems *ZPMC and the seven ship-to- *ACSA *SAPS Crime Intelligence
eTegeta Coal Contracts - v shore cranes - *SAPO (Richard Mduli)
DEskon  Brakfontein Mine QNSNE eLiebherr and the 22 cranes OIASACIou eCorrectional Services &DJCD *SSA
eTegeta Coal Contracts - eTransnet and SAP eParl & politicians *|PID
Optimum Mine & Richards *Neotel and Homix *SIU & NPA
Bay Terminal eSoftware AG
oTrillian & McKinsey
eDuvha Boiler
eImpulse
' SASSA ' SARS ' SABC ' PRASA
,;.;%s «CPS and SASSA Contract VSAR *SARS Rogue Unit SABC *Ad hoc Committe_e on the O_Numb_er o_f report following
sagsa eNet1 irregular deductions rnrens. #TOM Moyane & Bain IEWS » SABCBoard Inquiry investigations on all .
from social grants eGartner & Rangewave eSale of IP procurement over R10mill
| *DSD & SASSA used for politics *Bain | *New Age / ANN7 deals |
N ey
@ uclear Denel ¢ Department of Water & VBS Mutual Bank
eUranium mines eDenel Asia and VR Laser ({@) Sanitation *SARB investigation
NUCLEAR eNene-Gate = eS|U investigation i

PUBLIC INVESTME!

Public Investment
Corporation

eInquiry into the PIC

UTH AFRICAN AIRW.

SAA & SA Express

#Various contracts part of
Zondo Commission

EE STATE PROVINC

Vrede Dairy Farm

*Public Protector report and
Hawks investigation

Zuma

eArms Deal
eNkandla

Steinhoff

Guptas

eWaterkloof Airport Landing
¢Closure of Banks Accounts
eHome Affairs / nationalisation
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What is state capture?

State Capture is the formation of a shadow
state, directed by a power elite, which
operates within and parallel to the

constitutional state (in both formal and
informal ways) and whose political objective is
to repurpose state governance in order to

derive benefits that align with the power elite’s
political and financial interests




Basic principles for understanding
state capture

Not just about co
democratic

rruption, it is systemic - anti-

State capture is when the formal-legal structures
are maintained but subverted by shadow state

networks

Not a deviation from a liberal democratic norm
that never existed

Manifestation of
relationship build

a ‘racket’ — deeper pattern of
ing that goes well beyond the

state: KPMG, McKinsey, BOSASA, SAP, Bain,

Steinhof, Net1/CPS, T-systems



Objectives &
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Strategies
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How the ‘racket’ works

Control Rents

( )\

Manipulate procurement
to extract rents

Change / implement
shadow state friendly
policy and regulations

s

Secure control of National
Treasury

~

/

-

N

Weaken
Accountably

Repurpose law
enforcement

( Capture Parliament and )
other oversight
institutions

Subvert the Judiciary

\ )

~

-

N

Legitimise

Enable / protect
patronage networks

Control the message
through the media and
drive misinformation

\

discredit opposition to

Shadow State

" Curtail transparency and )

~

4

Securing control over the public service, in particular through the appointment of cabinet ministers, board directors, heads of strategic
agencies, etc.

Intentionally weakening key technical institutions and formal executive processes mainly accomplished by removing key top officials and
replacing them with people who would not obstruct the objectives of the shadow state or having officials only in acting positions

Securing access to opportunities for repurposing the state by manipulating or changing the directives or objectives of the government

Creating parallel political, governmental, and decision-making structures that undermine the functional operation of government
institutions.




Manifestation of State Capture

e State Capture is multi-levelled
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e State Capture is multi-targeted

Manifestation of State Capture
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Manifestation of State Capture

e State Capture is multi-nodal and multi-layered
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Zondo Commission




Zondo Commission

Established as a direct recommendation from the Public Protectors
State of Capture report
Possibly a world first for an official inquiry into State Capture

— Open to the public and focused on the systemic nature of State
Capture, not just an individual case of corruption

Truckloads of testimony — far too much to process

— most evidence has been from whistle blowers and those putting
forward evidence of State Capture (politicians, officials, SOE Board and
staff)

Alleged perpetrators are yet to come forward
— Zuma came, presented a world of conspiracy theories & made a deal
— Agrizzi testimony, but Watson died before appearing
— Other players yet to appear



Manifestation of State Capture

Former public protector Thull Madonsela's State of Capture report

was reloased this weeok after President Jacob Zuma
mmu«mmam«nunhmmmc«nu
prevent its release. Here are the big names contained in

report’s 355 pages and their connections to power and wul'a
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Bosasa: Case of normalising the Racket
The Washington Post

Rugby Stars on Defensive For Stand
Against Apartheid

By Allister Sparks

The four brothers Watson, known hereabouts as star rugby players and white liberals --
an unusual combination -- have run into a lot of trouble since they first began making
antiapartheid gestures 10 years ago in this racially conservative region of South Africa's
eastern Cape Province.
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Cost of state capture, 2015-2019 —

Marianne Tham

e R252.5 billion budget loss
* R67 b —higher debt service costs
* R90 b — lost tax revenue

 R506 b —reduced value of SA bonds & equities after March
2017 cabinet reshuffle

* Nenegate — R378 b wiped off the JSE

* R200 b overspent on Medupi/Kusile

* R1 b: McKinsey fee

e R659 m prepayment to Tegeta by ESKOM

* R5.3 b finders fee for Gupta co. in Transnet locomotive deal
Total: R1.5 trillion



Zondo Commission

* Transparency without accountability is not
enough! — the nation wants prosecutions

* Accountability must go beyond the law —

means countering the ‘racket’ — ‘the way we
do business’

 Many key people within and outside the state

feel untouchable despite evidence against
them



Tackling State Capture

SARS: Moyane & Makwaka gone
NPA: top 3 gone

Hawks: head & acting head fired, top cops and
Durban Mayor arrested, plus others

-ree State: 9 civil servants arrested

Mpumalanga: ANC chief whip arrested

VBS: 5 mayors resigned, 4 fired, 3 suspended
NW: 3 mayors resigned, 1 suspended

SAPS: Dep Commissioner fired, 6 officers charged
Richard Mdluli convicted, John Block in jail




Tackling State Capture

ESKOM: Molefe, Singh and Koko gone; 44 SIU
cases; 1000 disciplinary cases; 116 resignations

SABC: Hlaudi is gone, plus his 3 henchmen

PIC: CEO and 2 senior execs gone, several
suspended, plus a new Board

SAA: Dudu Myeni gone, plus a new Board
Transnet: CEO & 5 execs gone, 8 suspended
Denel: CEO, CFO and Chair gone, new Board
Cabinet: only 4/5 of the 28 are Zuma-aligned



Conclusion

State Capture is just a manifestation of a deeper
‘racket’ that goes way beyond the state

State capture has been perturbed, but not disrupted —
removing the ‘sore thumbs’ is not enough

State Capture is part of a wider global breakdown of
democracy — ‘failed states’: has capitalism given up on
democracy? Logical consequence of ‘greed is good’?

the governance eco-system needs to be rebuilt: Boards
(esp ARC), shareholders, internal/external audits,
Board/Exec relationships, journalists/media, law
enforcement






Manifestation of State Capture

The Broker Network in Action: Transnet
Jacob Zuma 0

PATRON sy

Malusi Gigaba
ENTREPRENEUR

@)
M0

2010 appoints 2011 appoints

¥
Igbal Sharma to O Brian Molefe—
Transnet Board, later made “ BROKER / ENTREPRENEUR
Chair of Board Acquisitions ’
& Disposal — O e
BROKER/MIDDLEMAN [ % i
. 1'r Distributed into & number of entities
1 in Hong Kong
Who adjudicates: : Information DEALERS
¥ Technology
RS1bn i H
i i H La
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Eime tliam i
B35.2 millios o B 170m VA Laser Property '
increased to in total (Sharma, ! H HE
. Friiom Duduzane fuma, ! | - Ashok Narayan
l | Rajesh Gupta stood : ' i BROKER /
. >

to benefit} ' - DEALER

]
i Facilitated by

i Eric Wood O
i

i

i

BROKER / “
MIDDLEMAN

RB43m - TTTTToTomooooommmmmmmmmemnd
Movwember 2014 - March 2015

Source: Bhorat, H., et al. 2017. Betrayal of the promise: How South Africa is being stolen. South Africa.



Only the tip of the iceberg

Transnet: 345 internal reports where
recommendations and findings have not been
implemented

National Prosecuting Authority: 118 outstanding cases
involving politicians and government official

Auditor General report, 2018: 1372 suppliers with false
declarations of interest

2017-18 financial reports submitted to Parliament...
revealed irregular expenditure of R72.6-billion

Truckloads of information emerging from Zondo and
many court cases and other forms of litigation



Bosasa: Case of normalising the Racket

Contracts:
=2

- Department:
Home Affairs

SasoL 2¢
‘s‘

home affairs

)

South African

77 Post Office ‘V "‘f correctional services

AIRPORTS COMPANY
SOUTH AFRICA

REPUBLIC OF SOUTH AFRICA

Ny :
§\\|/: l# the doj&cd
| .||  Department:
Justice and Constitutional Development
REPUBLIC OF SOUTH AFRICA

Y

Department:
Correctional Services
REPUBLIC OF SOUTH AFRICA

Dyambu Holdings
becomes Bosasa
Gavin Watson and
Dannie Mansell
come with union
contacts and
contracts

Correcti

Contracts with

onal

Services increase,
as do bribes

\&(“‘))/ PARLIAMENT
\\\'/// OF THE REPUBLIC OF SOUTH AFRICA

Payments start
being made to
members of
Parliament

2008 2014

Agrizzi leaves

1999

BOSASA

Future Technology Solutions

Bosasa starts
furnishing political
persons with
financial benefit

2005

2011

Bosasa provides
ANC with election
“command centre”

SIU investigation
takes place and
Bosasa influence
extends to NPA

/A

NATIONAL PROSECUTING AUTHORITY
South Africa 4




Understanding the Racket

State Capture did not start and will not end with the Zuma

'he ANC and corruption
-
The BIG ANDBALS - a history
—_—
' '
1996 SARAFINA 2 . 2007 JACKIE SELEBI AND GLENN AGLIOTTI 2012 — TRANSNET
The Health Department gives playwright Mbongeni . Former National Police Commissioner Jackie Selebi 4 2019 Transnet changes its procurement model.
Ngema an irregular contract to produce a musical ¢ is charged with corruption. He received bribes for 1 An R37-billion looting spree ensues as the
on Aids. g years from underworld gangster Glenn Agliotti. { purchase of 1064 trains is corrupted.
' 1 Selebi is convicted in 2010 and later released on ' '
i | edical parole prior to his death in 2015.
1997 MOTHEO HOUSING SCANDAL ) ! medica;parsie priocto his ceath:n 2014 — SARS
Then Housing minister Sankie Mthembi- ' 2019 Tom Moyane is appointed SARS Commissioner
Mahanyele's friend gets an R200-million housing ; ALEX MAFIA after its key managers are hounded out in a
contract in Mpumalanga against the advice of the H The Mail&Guardian reveals first reports of an campaign of disinformation.
Housing DG. i “Alex Mafia”, a group of Gauteng ANC leaders who This begins the capture of SARS chronicled by Daily
H ) start carving up provincial contracts to their own = Maverick journalist Pauli van Wyk. Under Moyane,
1999 — ARMS DEAL H ! Solnpanies prividives: : national revenue collections drop to their lowest
201 s i s ~ H - g levels in recent history. Moyane is fired in 2019 after
9 The Strategic F)gfence Package or the Strategic $ 2009 — NKANDLA ! a commission of inquiry. A new commissioner of
Defence Acquisition, popularly referred to as the t : SARS. Edward Kieswetter, is appointed
Arms Deal was a South African military procurement ! 2019 At the Mail&Guardian journalist, Mandy Rossouw ' & & £
programme. It involved a US$4.8-billion ' notices that there are lots of yellow machines at
(R30-billion in 1999 rands) purchase of weaponry : Nkandla, the private home of President Jacob 2015 PRASA
by the African National Congress government led . Zuma. Thus, begins a nine-year-long scandal of PRASA buys trains from a Spanish company that do
by Nelson Mandela in 1999. t § state spending on the President’s private home. not fit South Africa’s rail systems. The initial order is
' ! . for R600-million. Journalist Pieter-Louis Myburgh
2005 OILGATE i 2010 POLICE BUILDING LEASING SCANDAL H rLevekaIs'\;arg‘e»scaledcorrypnon m:olv;ng F"ra:a CEO
' ' ucl ontana and various contractors to Prasa.
Imvume Management owned by ANC crony Sandile J Then national police commissioner Bheki Cele is ' Y
Majali wins an R15-million oil condensate contract ' embroiled in a scandal involving the lease of a .
from PetroSA and immediately transfers H Pretoria building for R500-million by businessman ESKOM
R11-million to the ANC which was cash-strapped. | - (and Zuma crony) Roux Shabangu to the cops. IR 207 5tetidence amisigea of the coduption ol coal
H ! supply agreements and other systems at Eskom. At its
2006 CHANCELLOR HOUSE . 2010 — GUPTAGATE i ;‘;"“" isthe '°""Ce1f heé‘ég gme‘irat.ion I::ttheIa K%(EOO
' 0 serves as acti until he is axed. Former
The Mail&Guardian reveals that Chancellor House, : 2019  The Mail&Guardian first reports that questions are ¢ Brian Molefe and ggo Anoj Singh are also implicated.
an investment company, is, in fact, an ANC front. : being raised about the Gupta family’s growing ' v
Its business partner, Hitachi, wins key contracts in ! influence over President Jacob Zuma. The first big :
new power stations being commissioned by Eskom ' scandal related to the family is an effort to hijack a SOCIAL GRANTS
whose chair is Mohammed Valli Moosa, an ANC H mining licence for Sishen mine. This network grows Constitutional Court rules that a social grants
cadre and head of fund-raising for the party. : and reverberates across Eskom, Transnet, Denel Canifactbetives EresacrndiNaH CashPalmanter
{ i as well as various provincial departments. 5 Services is invalid.
TRAVELGATE \ H This scandal leads to the establishment of the :
: ' Zond iSSi f i iry into stat ture.
R36-million splurged on illegal travel expenses by s ' Pnae commisSIon A MAVIIIN oS ERe. cApIULS 2016 OILGATE 2
14 current and former ANC MP's and one DA MP. . R300-million worth of strategic fuel stocks is sold
They plead guilty and pay refunds. Whistleblower | 2010 — AMIGOS CASE At baroain Basemient prices by ihie Statagis Fusl
Harry Charlton is axed. ! 2019  Gaston Savoi, an Uruguayan businessman, hawks Fund with OK of former Energy Minister Tina
X over-priced water purifiers to KwaZulu-Natal and \ Joemat-Pettersson.
2006 PRav : ARG KZN provincial ladors Mike Mabuyakhulu and '
5, | provincial leaders Mike Mabuyakhulu an: _
2019  News of suspicious contracts between facilitie ' Poggy Nkonyeni are let off the hook. The case drags on: 2016 — WATERGATE
\Tvaf:age; 30_7357-:":\;? b\ée‘:\: f{\l\l‘c-alngngd‘ " ' 2019  City Press reveals the first of several scandals
atson family of Pol izal irst comes into the H during Nomvula Mokonyane’s tenure as Water
public domain as journalist Adriaan Basson begins ¢ 2012 EDUSOLUTIONS TEXTBOOK SCANDAL Affairs and Sanitation minister. At its heart:
a 13-year-long investigation. ! A politically connected company botches textbook LTE Consulting, a company that gets preferential
' deliveries despite winning successive multi-billion 7 access to various capital projects.
¢ contracts from different education departments. : The Hawks are investigating.
. ! Graphic. Ruby-Gay Martin Research. Ferial Haffsjee

Source: Haffajee F., 2019. Corruption is eating the ANC’s soul — can Ramaphosa save it? Daily Maverick




Manifestation of State Capture

e Common roles/structure of the Shadow State

— Elites: ministers, presidential/executive appointees, MP’s, etc.
(changing the rules)

— Internal-Fixers: technocrats that oversee the subverting or
breaking of the rules (fixing tenders, “insider trading”, etc.)

— External-Fixers (dealers): money laundering, handlers to pay
bribes, conduct “hits” on opponents, Legal and Auditing
professionals (e.g. KPMG), etc.

— Brokers: coordinators, indirectly involved in the transactions/
activities (Guptas, politically connected, etc.)

— Middlemen: can also be brokers, directly involved in the
transactions, more formal exchanges (facilitation fees / BEE
fronting) - take a % and then pass on to brokers for distribution.
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