


Judicial Commission  

Of  

     Inquiry into allegations  

Of  

State Capture, Corruption and Fraud in the 

    Public Sector Including Organs of State 

 

                                Report: Part II 

       Vol. 2: Denel 

 

    Chairperson: Justice R.M. M Zondo 

Acting Chief Justice of the Republic of South Africa 
 



 

 

DENEL 

INTRODUCTION .................................................................................................................. 1 

The Public Protector's Report ........................................................................................ 1 

COMMISSION'S TERMS OF REFERENCE RELEVANT TO THIS REPORT ....................... 2 

Content of State of Capture Report relevant to this section ........................................... 3 

THE SCOPE OF THE EVIDENCE ........................................................................................ 6 

FORMATION AND STRUCTURE OF DENEL ...................................................................... 9 

Armscor Awards Denel the Hoefyster Contract .......................................................... 10 

Problems with Hoefyster leading to Denel's financial decline ....................................... 10 

Reconstitution of Denel Board: the 2011 Board ......................................................... 12 

Denel Manages Challenges Under 2011 Board ........................................................... 14 

VR Laser: its Shareholders and its Relationship with Denel ........................................ 15 

Guptas begin efforts to capture Denel through VR Laser ............................................ 15 

Jiyane, Essa, and the Guptas: The Sale of VR Laser Shares ...................................... 18 

THE HULLS CONTRACT ................................................................................................... 22 

Background to Memorandum of Agreement (MOA) between Denel and VR Laser to 

Produce Hulls for Hoefyster ......................................................................................... 22 

HOW THE GUPTAS USED VR LASER TO CAPTURE DENEL ......................................... 31 

Minister Brown Replaces All but One of the Non-Executive Members of the 2011 Board

 .................................................................................................................................... 36 

Land Systems South Africa (Pty) Ltd (LSSA), Renamed DVS .................................... 46 





 

 

INTRODUCTION 

1. This section of the report relates to transactions within the state owned enterprise (SOE) 

called Denel SOC Limited (Denel) and certain of its subsidiaries and divisions as 

disclosed in the evidence presented to the Commission.  

2. The structure of the section of the report will be: this introduction; then, consecutively, 

a reference to the Public Protector's report styled the State of Capture Report; the 

Terms of Reference of the Commission relevant to the topics in the memorandum; the 

content of the State of Capture Report relevant to this section; an identification of the 

scope of the evidence presented in relation to Denel; a discussion and evaluation of the 

evidence, and recommendations.  

The Public Protector's Report 

3. The establishment of the Commission arises from a report by the Public Protector, no. 

6 of 2016/2017 dated 14 October 2016 called the “State of Capture”. 

4. The State of Capture Report related to an  investigation into  complaints  of  alleged  

improper  and unethical  conduct  by  the then President of the Republic of South Africa,  

Mr Jacob Zuma, and  other  state  functionaries  relating  to  alleged improper  

relationships  and  involvement of  the  Gupta  family  in  the  removal  and appointment 

of Ministers  and  directors  of  SOEs resulting  in improper and  possibly  corrupt  award  

of  state contracts  and  benefits  to  the  Gupta family’s businesses. 
















































































































































































































































































