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In April 2017, the State Capacity Research Project, funded by 
the Open Society Foundation, was established in response to 
what many considered to be the last strategic move by then 
president, Jacob Zuma, to advance and cement the corrupt 

purpose of the Betrayal of the Promise report was primarily 
to provide an academic framework in which to better 
understand the social, political, and economic moment in 

State Capacity Research Project and presents a detailed case 
study of state capture at an institution that is responsible for 
arguably one of the most important government functions, 
namely the South African Social Security Agency (SASSA), 
which is responsible for the distribution of social grants to the 

that state capture is not contained or limited to only a closed 
circle of connected individuals, but is part of a much larger 

has been on commercial state-owned enterprises (a preferred 

provides a rare detailed example of the mechanics and 

thanks to the litigation which has surrounded the Cash 
Paymaster Services Ltd (Pty) contract with SASSA and 

the extensive volume of information available in the public 

speeches, media statements, parliamentary meetings, and 

SASSA as a case study is that it illustrates that state capture 

loss to the state and taxpayer, but is a political project that has 
a direct negative impact on the poorest and most vulnerable 
in our society; the consequences of which will undoubtedly be 

Since the release of the Betrayal of the Promise report in 

Betrayal of the Promise
formal Inquiry into State Capture has been instated and 

slowly emerging; however, the country still faces the immense 
task of unravelling and repairing the damage done by the 

to contribute to this task by shedding light on how the shadow 
state operates and manoeuvres alongside and within formal 

understanding of the broader political project that South 
Africa will be able to safeguard its constitutional democracy 
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INTRODUCTION 

Zuma and the instatement of Cyril Ramaphosa, who was 

contested national conference and he is now the president of 

of the country’s focus now on repairing the damage left in 

be easy to resort to the ‘corruption’-based narrative of state 
capture and neglect to interrogate the other less conspicuous 
networks of Zuma elites and more nuanced dynamics of the 

Criminal investigations and various forms of inquiries, which 
seek to unearth the corrupt activities, should be applauded 
and will undoubtedly go a long way to bring those who are 
guilty of plundering state resources for individual gain to 

redressed through court actions or convictions of individuals 

beyond just looting of the state – it is also about the 
corruption of our collective values and the mutating of our 

from the printed letters in the pages of the Constitution, but 
are discovered by reading between the lines and reside in 

It is these very ideals and principles which were (and to some 

If indeed, as argued in the Betrayal of the Promise  report, 
we are to expand our understanding of state capture from 
merely the typical activities of bribery and corruption to 
being a broader political project, we have to extend our 

All of us in the NEC [National Executive Committee] 

have our smallanyana skeletons and we don’t want 

to take out skeletons because all hell will break 

loose.1 

Finance, Mcebisi Jonas, in which he took South Africa into his 

2 as 
short and succinct as it was, provided the nation with the 

secrets hiding in the shadows, behind the closed doors of 

A little less than a year ago, a collective of academics released 

understanding the phenomenon of ‘state capture’, outlining 
the mechanics by which state institutions are repurposed 

Betrayal of 
the Promise
and more details of the extensive depth and breadth to which 

and 
several parliamentary committee inquiries into ‘state 

 1 Dlamini Warns on Wrong Channels to Raise Issues within ANC  

2 Mcebisi Jonas on Being Offered a Job by the Guptas.  

Betrayal of the promise: How South Africa is being stolen. State Capacity 

1
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power, the bartering of political favours by manipulation of 
state institutions (trading of fear and favours) and determine 

of the political project which this report seeks to unpack, 
through a case study of the South African Social Security 

recently averted crisis regarding the potential non-payment 
of social grants to an estimated 17 million South Africans 
unless an unlawful and invalid contract was extended with 
the payment service provider, Cash Paymaster Services (Pty) 

Betrayal of the Promise report outlined seven key 
features of the political project, most of which can be found 

one of the networks and there are many other players and 
activities which were and still are required for the ‘silent coup’ 

4

• Securing control over the public service, in particular

through the appointment of Edna Molewa in 2009 and

• Securing access to rent-seeking opportunities by ‘shaking

down’ regulations, in particular the manipulation of

tender processes, which resulted in contracting of services

between SASSA and CPS for the nationwide payment

one word in the tender specifications, where ‘preferred’

• Securing control over strategic procurement 

opportunities by intentionally weakening key technical

was the establishment of a parallel governance structure

where the recommendations of an external advisory

team (which reported directly to the minister) were

of establishing and utilising external advisors played a

significant role in creating the recently averted crisis, in

which the Constitutional Court was required to intervene,

ordering the CPS contract to be extended to ensure that 

• Securing parallel political, governmental, and decision-

making structures that undermine the functional

includes strengthening of the ‘Premier League’ and the

1.1 KEY TERMS AND CONCEPTS

As with the Betrayal of the Promise report, it is necessary to 

expand on the underlying theoretical framework within which 

elaborate on the most relevant concepts, as extracted from 
the Betrayal of the Promise report, which will be focused on 

1.1.1 Repurposing the State 

Repurposing state institutions refers to the organised process 

governed, managed, and funded so that it serves a purpose 

purely as a vehicle for looting does not explain the full extent 

as well as for consolidating political power to ensure longer-

term survival, the maintenance of a political coalition, and 

its validation by an ideology that masks private enrichment 

 An important aspect of the 

SASSA case study is to highlight the repurposing of this state 

institution for the purposes of reinforcing political support and 

and the allocation of state resources for party political ends) 

can be found in the Public Protector’s Blurred Lines: Party 

and State report

4 Betrayal of the promise: How South Africa is being stolen
Betrayal of the promise: How South Africa is being stolen
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1.1.2 Power Elite and the Political Project Machine 

In the Betrayal of the Promise report, the notion of a ‘power 
elite’ refers to 

a relatively well-structured network of people located 

in government, state institutions, SOEs [state-owned 

enterprises], private businesses, security agencies, 

traditional leaders, family networks and the 

governing party. The defining feature of membership 

of this group is direct (and even indirect) access 

(either consistently or intermittently) to the inner 

sanctum of power to influence decisions. The power 

elite exercises its influence both through formal and 

informal means. However, what unites the power 

elite is the desire to manage effectively the symbiotic 

relationship between the constitutional and shadow 

states. In order to do this, and in broad terms, this 

power elite loosely organises itself around a ‘patron 

or strongman’, who has direct access to resources, 

under whom a layer of ‘elites’ forms who dispense 

the patronage, which is then managed by another 

layer of ‘brokers or middlemen’.6

In our democratic (constitutionally based) system, any 
strongman is in turn reliant on maintaining political patronage 
in order to retain power, either through coe ion or violence 

the shadow state, it then requires us to enquire as to who may 
be involved in the other nodes and what is the function they 

those 
elites in the cabinet, as well as those elites outside the 

a veil of legitimacy to the ‘silent coup’ and push the political 

1.1.3 The Long Game: Staying in Power 

an end in and of itself with the singular objective of looting 
the state, is different to the broader and more rigorous 

notion of state capture as a political project – which aims 

to continue, grow, and ultimately replace the current socio-

and how corrupt and neopatrimonial-aligned political 

elites managed to maintain and stay in power for such 

an extensive period of time, are perhaps two of the most 

It is only in understanding the political project that we will 

be able to make necessary corrections and make, adjust, 

as corrupt leaders can satisfy their clientelistic networks by 

manipulating government resources, they are likely to retain 
7 Arguably, this is the basis from which all 

majority of South Africans live in abject poverty and are 

unemployed or working poor, it is understandable that they 

will tend to favour and vote for those who are seen to be 

who promise public goods (as opposed to individualized ones) 

announce the implementation of free higher education at 

manipulation of government policy or rather the ignoring/

shadow state, can be seen throughout the political project 

practices not aligned to mining charter requirements under 

later proposed by Mosebenzi Zwane (which allows for  

Betrayal of the promise: How South Africa is being stolen
7 Comparative Political Studies

Comparative Political Studies.
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1.2 STRUCTURE OF THE REPORT

the historical background to South Africa’s social grants 
system, outlines the legislative and technical framework in 
which SASSA has been established, and lastly discusses the 

outlining what has transpired over the years since SASSA 
was established, culminating in the crisis of March 2017 that 
nearly resulted in the government not being able to meet its 
constitutional obligation of providing millions of the poorest 
South Africans with the social grants they depend on for 

contradictions that emerge when the interests of the shadow 

but also with the ideological rhetoric of this political project, 

individuals from both outside and within state institutions 

Lastly we then examine at a high level the other means by 

with regard to the use of state resources to manipulate and 

social, and political challenges that South Africa faces 

from a ‘state capture’ perspective and discuss the broader 
impact of the ‘state capture’ project on South Africa’s social  
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SASSA AND THE SOUTH  
AFRICAN WELFARE SYSTEM

dominance in South African politics. 

2.1 BACKGROUND ON SOUTH AFRICA’S 

SOCIAL GRANTS

For many people in this country the payment of 

social grants by the state provides the only hope 

of ever living in the material conditions that the 

Constitution’s values of dignity, freedom, and 

equality promise. About 15 million people depend 

on the payment of these social grants. They are 

vulnerable people, living at the margins of affluence 

in our society.9

was instituted, the social security system, which was inherited, 
was skewed towards favouring white pensioners, with little 
protection in place for addressing the plight of African women 

South African citizens equitably and fairly, as laid out in the 

[e]veryone has the right to a standard of living

adequate for the health and well-being of himself

and of his family, including food, clothing, housing

and medical care and necessary social services, and

the right to security in the event of unemployment,

sickness, disability, widowhood, old age or other lack 

of livelihood in circumstances beyond his control.10

Access to social security is one of several socio-economic 

where section 27 (1)(c) states that 

[e]veryone has the right to have access to […] social

security, including, if they are unable to support

themselves and their dependants, appropriate social

assistance.11

to freedom of expression or property rights, the Constitution 

also recognises and accommodates the practical limitations 

that the state is subject to an internal limitation of the resources 

that 

[t]he state must take reasonable legislative and other

measures, within its available resources, to achieve

the progressive realisation of each of these rights.12

terms of establishing of policy and the management of the 

in this regard that the expansion and application of social 
grants policy can arguably be viewed as one of the greatest 

In 2002, the Committee of Inquiry into a Comprehensive 
System of Social Security for South Africa (also referred to 

holistic overview of South Africa’s social policy requirements 
and to put forward recommendations on how to develop 

outcomes of the Committee of Inquiry formed 
legislation relating to social assistance (including social 
grants) that has since been developed and administered 
over the years, among others the expansion of 

grants and 

9 AllPay vs SASSA and CPS: [2013] ZACC 42 (29 November 2013) - Judgment (AllPay 1).
10 

11 

12 

2
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SASSA Annual Report 2016/2017
14 SASSA Annual Report 2016/2017.

Budget Review 2017.

Figure 1: Growth in Number of Grant Recipients

Table 1: Breakdown of Grant Types and Amounts

Source: SASSA Annual Report 2016/201713

20 000 000

18 000 000

16 000 000

14 000 000

12 000 000

10 000 000

8 000 000

6 000 000

4 000 000

2 000 000   

Child Support

Grant in Aid

Foster Child

Disability

Old Age

Source: SASSA Annual Report 2016/2017 14 and National Treasury (NT) 2017 Budget 15

Grant Type

Beneficiaries Amounts

Number % of Total Monthly Grant
Total Amount 

(R’000)
% of Total

Old Age

Foster Child

Child Support

Total 17 200 525 100% - R138 317 544 100%
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Mbeki, with the determined leadership of then Minister of 

social grants was implemented as the main form of wealth 
redistribution and was the principal programme which sought 

and was supported by civil society organisations concerned 
with strengthening the social security and social assistance 
programmes, often in opposition to the views of many of his 

the number of grant recipients, in particular the introduction 
of Child Support grants in the early and mid-2000s, which 
resulted in the number of South African citizens receiving 
social grants ballooning from approximately three million 

namely the elderly, children, and persons with disabilities, 

form of food parcels, vouchers, or cash, on an as-and-when-

Research is currently being undertaken by non-governmental 

Agency for Community Social Action (PACSA), in search 
of determining what would constitute ‘a decent standard of 

prices of a selected ‘food basket’ and the research indicates 
that it is much higher than the average annual consumer 

price index (CPI), which is applied to the annual increase 

  
Social grants are increased annually in line with average 
annual CPI, which means that the material/practical value of 

steady ‘regressivity’/diminishing ‘progressivity’ of the social 
17

government’s policies to achieve meaningful structural 
a 

structural necessity and ‘politically irreversible pillars 
grants, 

together with other social policies, serve is ultimately 
constrained by the amount of resources at the government’s 

Current levels of spending are sustainable, provided 

that real growth remains above 3%. In a secular 

stagnation scenario, social spending will be 

increasingly difficult to sustain. Faster population 

growth will also put strain on the fiscus, if not 

accompanied by higher economic growth.19

20 reality that the country now faces is not 
lost on SASSA, when it highlights in recent court papers that 

[t]he continuing inability of the economy to create

sustainable and decent employment, combined

with the slow growth trends over the foreseeable

future require creative and cost-effective solutions to

reduce the burden of poverty within increasingly

limited resources.21

PACSA Food Price Barometer Annual Report October 2015
17 Review of African Political Economy.

Review of African Political Economy.

19 Fiscal Policy Workshop

20 SASSA Annual Report 2016/2017
21 Constitutional Court SASSA Submission: Sapo Agreement
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2.2 LEGISLATIVE AND INSTITUTIONAL FACTORS 

REGARDING SASSA

In 2004, the legislation that formalised South Africa’s social 
security systems and established the national agency that 
would be responsible for administering grants was signed 

and the South African Social Security Agency (SASSA) Act, 

outline the requirements and parameters for social grants 

Agency) was to centralise and standardise the payment and 

SASSA is also required to be governed by all legislation 
related to the operation and governance of any state-run 
entity, including to the Public Finance Management Act 

22

Prior to the establishment of SASSA, the payments of grants 
were fragmented, as the responsibility for grants resided 
with each of the nine provinces, and payment methods 

were paid in cash through contracted service providers, 
each conforming to separate and varying service level 

 

procurator; b) manual payments at a designated pay point; 
24

(a) act, eventually, as the sole agent that will ensure the

efficient and effective management, administration,

and payment of social assistance;

(b) serve as an agent for the prospective administration and

payment of social security; and

collate, maintain, and administer such information as is 
necessary for the payment of social security, as well as for 
the central reconciliation and management of payment of 
transfer funds in a national database of all applicants for 

27 

for the payment of grants, but this can only be done once the 

In terms of governance structure, unlike commercial SOEs, 
which are generally governed by a board of directors which 
provides a degree of separation between the administration 
and management of the entity and the Executive Authority, 

(a) the management of the Agency, subject to the

direction of the Minister;

(b) the compilation of a business and financial

plan and reports in terms of the Public

1999), for approval by the Minister;

(c) the appointment of members of staff

contemplated in section 7(1j; and

(d) control of, and maintenance of discipline over,

and must report to him or her on the activities of

22  South African Social Security Agency Act.
AllPay vs SASSA and CPS: [2013] ZACC 42 (29 November 2013) - Judgment (AllPay 1).

24 

13 (11 March 2011).
South African Social Security Agency Act

13 (11 March 2011).
27 South African Social Security Agency Act.
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A last note with regard to legislation governing SASSA is 

subject to the conclusion of a written performance agreement 

the administrative relationship (role and responsibilities) 

agreement with SASSA, other governance tools were used 
to provide support and strategic guidance for these public 

29

the shareholder’s compact, were regarded as an important 
mechanism to facilitate oversight by the Minister of Social 

of these shareholder’s compacts and the mechanisms for 
accountability it established were essentially abolished at 

relationship between the CEO of SASSA and the Minister of 

as this is where the details of the roles and responsibility and 

social grants system, in particular the allocation of budget 

services associated with certain grants (such as Foster Care 

7 above is the root cause of institutional instability because 
in situations where decisions of the SASSA CEO are  
overturned by the minister, it would effectively mean that the 

2.3 THE BIOMETRIC BULLET

One of the functions of SASSA, as stated in the SASSA 

to ensure that the integrity of the social security system is 

and how it was to be structured remained the prerogative 

various units within the organisation to address the issue 
of fraud, partnering with other crime investigative units, to 
a point where there is now a dedicated department which 

undertaking to ensure that the payments of grants continued 

Fraud and corruption is well documented in cash 
transfer systems throughout the world and South 
Africa is no different. We constantly need to innovate 
and remain ahead of both syndicates and recipients 
working with some of our officials to protect the 
social grants investment [….] This is the reason 
biometric verification must be at the centre of 
recipient authentication as advised by the Taylor 
Committee report in 2002 and I will not back down 
on this requirement.32  

operations were undertaken manually and there were several 
loopholes that allowed for various types and scale of fraud to 

than one province and there were allegations that Old 

to address this issue and this was in fact one of the main 

the payment service and consolidate and maintain a registry 

South African Social Security Agency Act
29 DSD Annual Report 2014/2015

South African Social Security Agency Act
SASSA Annual Report 2016/2017
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Text Box 1: Key Technical Concepts 

Although it is not the intention to go into great technical detail regarding the various systems and sub-systems involved in the 
payment of grants, it is important to provide the reader with a basic understanding of several key concepts, which will inform 

Grant Payment Methods:  
As indicated above, the allowed methods of payments are either by way of electronic transfers into an account of the grant 

Costs and Fee Structure: 

(a) cost to government for service providers to distribute grants;

National Payment System (NPS): 

into play from the moment an end-user, using a payment instrument, issues an instruction to pay another person or a 

Smart Card Technology and Open-Architecture / Open-loop vs Closed-loop System: 

which develops the rules, criteria, and governance structures as may be required to carry out its function and to manage its 

Open Architecture

Closed-loop: 

require compatible merchant devices in order for a 
transaction to occur and both are connected to the 
scheme owner, thus eliminating the need to be connected 

provided it partners with a bank that is connected to the 

of CPS) the scheme/system owner is a non-bank service 

13 (11 March 2011).
Financial Stability Review.

Payment Association of South Africa

Chapter 6 Payment Cards and Interchange, Banking Enquiry Report to the Competition Commissioner
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biometric technology and why it became a fundamental part 

 

Social Science Research, titled The Biometric Imaginary: 

Standardization & Objectivity in Post-Apartheid Welfare , 

questions emerged from his report that will be considered in 

a tool which is used to reach a certain objective, or is the 

complex as the payment of grants, where there are as 

many social issues as there are administrative issues, it is 

include having an understanding of how a technology affects 

or impacts on the broader systems of the institution, other 

2.4 THE AFRICAN NATIONAL CONGRESS 

WOMEN’S LEAGUE (ANCWL) AND THE 

POLITICAL MACHINE

The SA Constitution is hailed as the best in the world 

and it is evident that some clauses of the Constitution 

are exploited by opportunistic anti-transformation 

agents to undermine government programs and to 

reduce black people to be beggars and landless in 

their country of birth. The ANCWL joins the progressive 

voices which calls [sic] for a debate on whether SA 

should consider parliamentary democracy or just 

continue with constitutional democracy.40 

it would be forming a unit whose sole purpose would be to 
institute private prosecutions of winnable cases which the state, 

41, the constitutional protection 

sub-structures of the organisation is to provide political 

followed the classic neo-patrimonial pattern found in newly 

political elites are brought into a clientelistic network, the 
substructure of the political party is effectively captured by 
individuals or groups who use the party to further the ends of 

of the party political structure is then to use its position to 

representative of the main party objectives or even be in 
the best interests of their constituency

the league since 2001, including being the longest serving 

was during this time that she had reportedly, to the surprise 

the 2007 Polokwane conference”  At the conference, she 

44 Following the national 

 International Journal of Humanities and Social Sciences. 

International Journal of Humanities and Social Sciences. 

40  ANCWL Statement on Establishment of Private Prosecutoral Unit by Afriforum
41 Betrayal of the promise: How South Africa is being stolen
42 Development and Change

Friends, Advisors and Rogues: Who Does Zuma Turn to for Advice?

44 Minister of Social Development.
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elections, she was subsequently made deputy and later 

the 
notion of the ‘Premier League’, consisting of the Free 

 

Mail & Guardian

After the adoption of credentials, the “premier league” 

came to the conference and threatened members 

of the [league] from Free State, Mpumalanga and 

North West that, if they did not support Bathabile, 

they must remain in Johannesburg. That’s when 

everything turned [….] The first night of the 

conference they disbursed a truck full of blankets 

and tracksuits to members of the [league who were] 

supporting Bathabile. It was a very cold night. There 

was no way those members would not support 

Bathabile’s group.46

47 It was reported 

accused Zuma of rape had a good time, otherwise she would 

49

found guilty of hate speech after being taken to the courts 

Mduduze Manana, who had admitted to assaulting a 
The Sunday Times 

Don’t start from him [....] If we want to say everyone 

who occupies a senior position in government, we 

must know his track record. Because there are those 

that are actually worse than him.

They must come out in the open. We must know 

them. We must know how they are going to be 

rehabilitated. As the Women’s League it is our role 

to fight on the issues of women [like] gender-based 

violence.50

are many more examples that highlight the contradictions 

Can Bathabile Dlamini Save the ANC Women’s League?

Motshekga Gives League a Headache.
47 The Remarkable Story of Fezekile Ntsukela Kuzwayo.

Can Bathabile Dlamini Save the ANC Women’s League?

49 Transformation: Critical Perspectives on Southern 
Africa.

Mduduzi Manana’s Not the Only One, Others Are Worse, Says Bathabile Dlamini.

ANCWL Defends Decision to Have 6 Men in Policy Conference Delegation. 



How One Word Can Change the Game: Case Study of State Capture and the South African Social Security Agency 13

SASSA-GATE CHRONOLOGY

One of the signature achievements of our constitutional 
democracy is the establishment of an inclusive and effective 

in reducing poverty and inequality and in mitigating the 

it has given some content to the core constitutional values of 

is necessitated by the extraordinary conduct of the Minister 

Social Security Agency (SASSA) that have placed that 

Constitutional Court judgment which was handed down on 

of an unlawful and invalid contract, which the Constitutional 

the question as put forward by the court, in providing a high-
level overview of the sequence of events, decisions which were 

3.1 FIRST FAILED ATTEMPTS

standardised social grants service provider contracts 

which grants were distributed to recipients varied greatly 
between the various service providers, as did the costs and 

 

 

 

3.1.1 First Failed Tender

In response to media speculation and allegations of potential 

at the time (March 2009) determined that a detailed 

titled Narrative Report of the Adjudication Committee in 
Respect of Payment Tender Service (hereafter referred to as 

challenges which are involved in providing payment service 
for grants, as well as highlighting some of the re-occurring 

turn the service provider) was to be placed on improving and 

service providers to render the payment of social grants to 

SASSA was aiming to appoint, on what basis, or how the 
work/services would be allocated should there be more than 
one service provider (allocated according to province, based 

an article published by the Institute Security Studies 
(ISS) 

Black Sash Trust v Minister of Social Development and Others:
Narrative Report of the Adjudication Committee for Tender: SASSA 19/06/BS
Narrative Report of the Adjudication Committee for Tender: SASSA 19/06/BS

3
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[t]he Minister and SASSA are also concerned about the

fact that certain service providers have dominated

the social grants payment market since the service

was opened up. In the current bid process, instead of

looking for one service provider to ensure uniformity

of services nationwide, SASSA decided to subdivide

the bid into nine provincial tenders. This will

prevent the development of a monopoly and allow

opportunities for new entrants into the market.55

required and how it envisioned the provisioning of the required 
services are undoubtedly some of the problems which faced 

agreed that the RFP was fraught with problems (some 
insurmountable) notwithstanding subsequent questions and 
answers and bidders’ notices designed to clarify and remedy 

highlight, as similar observations can be made in the tender 

preferred ‘technical’ option put forward by CPS was pushed 

ultimately be abandoned, the bidders failed to meet the 

were offered via merchants and were thus not safe and secure 

maximum risk to the private sector; and were not in line with 
 As 

a suitable service provider, as will be the provisioning of a 

It would only be revealed years later, in a 2012 amaBhungane 
article, that an apparent attempt at bribery had taken place 
during the tender adjudication process where Advocate 

author of the Narrative Report, alleged that 

while he was deliberating on a R7-billion state 

tender in 2008 he was offered an ‘open chequebook’ 

bribe by an individual claiming to represent Cash 

Paymaster Services (CPS) [….] Arendse named 

prominent sports administrator Gideon Sam when 

he recorded the incident.58

GroundUp investigative journalists published 

SASCOC, drawing their attention to corruption allegations 

, as well as a supporting statement by 

by GroundUp

In turn, Sam denied that the incident had even occurred, 

GroundUp article noted that 

with the corruption allegations was not necessary as the 

Institute of Security Studies Africa

Narrative Report of the Adjudication Committee for Tender: SASSA 19/06/BS. 
GroundUp.

“Name Your Price” Bribe Offer for R7-Billion Tender

GroundUp
GroundUp.

Corruption Allegations against Gideon Sam Come back to Life.

Corruption Allegations against Gideon Sam Come back to Life.
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in relation to being awarded the 2011 tender for payment 
services, which would ultimately be found to be an invalid 

 It would, however, 

to extend the contracts with the various companies in the 
respective provinces to ensure that grants continued to be 
paid, including contracts which existed with CPS, Empilweni, 

– where a private company attempts to hold the country’s
most vulnerable people hostage and leaving the government 

2009, the CEO of SASSA at the time, Fezile Makiwane,
released a statement in regard to the arrangements for the
continuation of grant payments; in effect calling out CPS
for being the only service provider that had not agreed to

Regarding Empilweni and Allpay, we have received 

assurances that payment will be effected for the 

month of April. As far as CPS is concerned we 

understand that payment will not be effected unless 

CPS is granted a two-year contract at the same terms 

and conditions as the expiring contracts. The Agency 

is unable to grant CPS a two-year contract given the 

grant conditions by the National Treasury and the 

Auditor-General that all cash payment contractors 

must get an interim contract for a period of one year 

and that a new tender be must be published and 

finalized within that fiscal year (2009/2010).64

It would appear that the release of this statement placed 

later the same day another statement was issued, indicating 
 CPS 

would, however, use this act of ‘good faith’ to supplement 
legal action that it would institute against SASSA for entering 

3.1.2 CPS vs SASSA and SAPO

Since 2002, the Minister is on record as having expressed 

his preference for the Post Office as government’s 

service provider of first choice, as a matter of policy. 

To this end, in May 2007, SASSA, the South African 

Post Office, supported by the Departments of Social 

Development and Communications, respectively, 

entered into a Memorandum of Understanding in 

terms of which SASSA and the Post Office agreed to 

further their collaboration to, at a minimum, leverage 

each other’s expertise with the key short-term focus 

being to effect a partnership in the implementation 

of a back office system in the social grants payment 

process.66

was envisioned as far back as 2002, with the intention of 

inter-governmental agency cooperation being the most 

desirable way forward because it would mean leveraging 

existing public infrastructure, an improvement of public 

sector operational capabilities, and an improved payment 

papers, the agreement (signed in July) was backdated to be 

Corruption Allegations against Gideon Sam Come back to Life. 

 Media Statement on Contracts Relating to the Payments of Social Grants.

Social Grants Payment Dispute Resolved.
Response by the Director General of the Department of Social Development Mr Vusi Madonsela on Allegations by City Press Published on 29 March 2009. 

13 (11 March 2011).
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CPS was not happy with the arrangements made between 
SASSA and SAPO, and initiated litigation against SASSA 
for entering into the agreement with SAPO without following 
necessary procurement procedures, which would stretch 

by CPS sought to have an urgent interdict placed against 
SASSA and SAPO entering into an agreement for providing 

CPS’ argument, but this decision would later be overturned 
by the Supreme Court of Appeal; in effect making the 

would, however, be of no consequence as in the month that 
followed, SASSA would initiate a fresh tender process for 

It is at this stage that the agreement between SAPO and 

envisioned grant payments being made, as well as the 

national election, President Zuma appointed Edna Molewa 

It is worth noting that the secondary argument which was put 

to 
obtain the concurrence of the Minister to enter into the 

which might be gathered from this argument put forward 

Makiwane, had by inference entered into the agreement with 
SAPO either without the minister’s consent or knowledge of 

is that at some point CPS was made aware of this assumed 

matters, one would assume that this information would not 

how it was that CPS was informed of the fact that the minister 
had not provided concurrence for the agreement – perhaps 
this is the reason why the Letter of Agreement signed in July 

was not pursued by the court, it will remain unknown as to 

one might assume that the minister would have been called 

placed on ‘special leave’ following a probe by the Special 

which was used and controlled by payment service providers 
for maintaining and upgrading of payment facilities, towards 

70

if any charges were ever laid against Makiwane or CPS, or if 

the rules of the Public Finance Management Act in relation 
to irregular procurement practices involving 11 transactions 

71 In January 2010, Makiwane 
submitted his resignation, but this was rejected by Molewa, 

72 and 

Makiwane challenged the dismissal in labour court74 

and it was revealed that the motivation for his resignation 

 In the court 
papers he detailed how he had been asked to respond to 

13 (11 March 2011).

70 

71 Social Security Head Roll
72 Social Security Head Rolls

74  Makiwane v Minister of Social Development and Another: [2010] ZALC 285 (24 May 2010).
Work Was “Unbearable”, Says Ex-SASSA Boss’. 
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which had been completed two years earlier and concerned 

him, but received no response or feedback and at 

the end of January [2010] he was ‘at his wits end’ as 
he had been suspended for six and a half months, 
had responded to allegations against him and still 
was not being allowed to return to work, despite 
what he believed to be the absence of any good 
reason to prolong his ‘special leave’.76 

the lack of any public information to the contrary that none 

Makiwane later sued the department for reputational 
77 In hindsight, 

this is a story that appears to be replicated throughout the 
various examples of state capture, as outlined in the Betrayal 
of the Promise

change in the approach of the Agency to the distribution of 

the pertinent details of the envisioned payment system, prior 

Makiwane v Minister of Social Development and Another: [2010] ZALC 285 (24 May 2010).
77 Scopa MPs Question Social Development Minister Dlamini on Dodgy Spending.

Betrayal of the promise: How South Africa is being stolen.
79 Narrative Report of the Adjudication Committee for Tender: SASSA 19/06/BS.

13 (11 March 2011).

Text Box 2: South African Post Bank Payment Model 

Context and Objectives:  

79

•
and standards to structures with inadequate shelter, ablution facilities, and security;

• the beneficiaries experience long queues and are exposed to harsh weather conditions;
• in many urban townships, and at most rural and deep rural pay points, there is a complete lack of permanent and

secure building structures with ample seating, ablution facilities, and water; and
•

• enhance payment services to beneficiaries, inclusive of a technological solution that addresses the current challenges;
• qualitatively enhance the beneficiaries’ experience; and
•

Payment Methods: 

• bank payments;
• cash payments using a contractor; or
•

grant, they would be asked if they had an existing bank account, and if not, whether they would like to open a Postbank 

 SASSA would have to continue contracting service providers to 
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13 (11 March 2011).

13 (11 March 2011).

13 (11 March 2011).

 Statement on Cabinet Meeting of 20 July, 2011. 
AllPay vs SASSA and CPS: [2013] ZACC 42 (29 November 2013) - Judgment (AllPay 1).

3.2 THE INVALID 2012 CPS CONTRACT 

strategic move by the Zuma-led power elite to repurpose 

the time, Coceko Pakade was the acting CEO of SASSA   

SASSA on 21 April 2011,  four days after the new RFP was 

is to highlight, that in terms of exposure to the complexities of 
the services which SASSA was seeking to acquire and the 
technical complexities around how the RFP was constructed, 
it would be reasonable to assume that Ms Petersen was most 
likely not readily in a position to make executive interventions 

was ultimately the main reason for CPS being awarded the 
 

A number of the losing bidders, particularly the other 
provincial service providers (hereafter referred to as ‘AllPay’), 

 

Costs: 

Ownership of Data: 
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were aggrieved by the bid evaluation process and the 
awarding of the contract to CPS and collectively resolved 

an interdict preventing SASSA from taking any steps to 
implement the tender (which was later dropped) and then to 

award aside because of the practical upheaval this would 

Appeal to seek further relief in terms of a remedy to the SASSA 

Supreme Court of Appeal dismissed the appeal and upheld 

 Aggrieved by this judgement AllPay, joined 

Curiae (friends of the court), approached the Constitutional 
Court seeking leave to appeal against the adverse orders 

the award of the tender to provide services for payment 
of social grants to CPS was constitutionally invalid (AllPay 
1) and on 17 April 2014 a remedial order (AllPay 2) was
handed down, where the court suspended the declaration of

new tender would be awarded after a proper procurement

CPS would continue to provide payment services and the

to report to the court on progress in respect of the new tender
90

including how the tender process unfolded and the various 
irregularities which occurred along the way, demonstrate and 
provide insight into how tender processes can be manipulated 

which ‘minor’ missteps, infractions, and misinterpretations at 
various stages within a procurement process could have in 

arguments put forward by AllPay to the Constitutional Court 
focused on the alleged irregularities in the procurement 

a) the requirement of separate bids for the nine provinces;

final decision;

of CPS; and

On the surface, the tender for the payment services for grants 
followed the general procurement processes, where an RFP 

consisting of the appropriate technical and operationally 

assessment of the technical proposals which bidders put 
forward in response to the requirements of the RFP, where 
bidders who scored below a prescribed minimum threshold of 

then be evaluated on costs and other remaining requirements, 

A total of twenty-one bids were submitted in response to 
the RFP and of those submitted only AllPay and CPS were 
able to meet the initial technical evaluation threshold of 

 
91, effectively leaving CPS 

as the only service provider in the running for being awarded 

AllPay vs SASSA and CPS: [2013] ZACC 42 (29 November 2013) - Judgment (AllPay 1).
AllPay vs SASSA and CPS: [2013] ZACC 42 (29 November 2013) - Judgment (AllPay 1).

AllPay vs SASSA and CPS: [2013] ZASCA 29 (27 March 2013) - SCA Judgment.
90 AllPay vs SASSA and CPS: [2013] ZACC 42 (29 November 2013) - Judgment (AllPay 1).
91 AllPay vs SASSA and CPS: [2013] ZACC 42 (29 November 2013) - Judgment (AllPay 1)
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Several additional arguments were put forward by AllPay 
regarding the irregularity of the tender, which were dismissed 

to the short notice given for delivering an oral presentation 
and the last-minute application to include what the court 
determined was inadmissible hearsay evidence of potential 

modus operandi of the state capture project and will thus be 

for separate bids for the nine provinces, where bidders were 

as a whole, namely, to ensure proper comparative scrutiny 
92 Conversely, both the 

Supreme Court of Appeal and the Constitutional Court ruled 
that the fact that CPS had failed to comply with the RFP, by 
only submitting one bid as opposed to a bid for each province, 

SASSA’s intention to award a contract to a single service 

assumption (although most likely an assertion made based 
on SASSA’s representations at the time) is in contradiction to 
the concerns which the Agency raised previously with regard 
to the risk of enabling monopolisation of grant payment 

irregularity of the contract, centred on the composition of 

a four-member panel (none of whom was a supply chain 
management practitioner), which was not in line with 

SASSA’s own Supply Chain Management (SCM) guidelines, 

arguments from SASSA as to why this point was not relevant, 

in terms of who the actual members were and how the 

a unanimous agreement between the other four members of 

is relevant, is that the absent member, Mr Mathebula of 

comparative assessment on provincial level and the change 
94 

awarded to CPS was irregular due to the established fact 

terms of reference of the RFP and that because of the lack 
of clarity with regard to the requirement, the awarding of the 

as a declaratory document to the bidding participants, which 

to the change of just one word, where the authentication of 
life on the monthly payment of a grant to a recipient (read 
biometrics) had gone from being a ‘preferred’ requirement 
to a ‘must

92 AllPay vs SASSA and CPS: HC judgment
AllPay vs SASSA and CPS: HC judgment.

94 AllPay vs SASSA and CPS: Stated Facts Submission.
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evaluation of the bids, given the lack of clarity around the 

took place following the oral presentations by the two

corresponding technical scores that they allocated before and 

members, Ms Raphaahle Ramokgopa (project manager 
at the time) and Mr Frank Earl (then acting programme 

Table 2: Breakdown of BEC Scoring for SASSA 2012 Tender

Source: 2013 Supreme Court of Appeal AllPay Judgement95

AllPay vs SASSA and CPS: [2013] ZASCA 29 (27 March 2013) - SCA Judgment.

Ramokgopa Magasela Earl

AllPay CPS AllPay CPS AllPay CPS AllPay CPS AllPay CPS

Enrolment 2,92

Payment 
Solution

2,70  4,42

Security  4,10 4,00 4,00  4,00

Phase-in/out

Mitigation  4,00 4,00  4,00 4,00 4,00 4,00 4,00

70,42 79,79

After Presentation

Enrolment 2,72

Payment 
Solution

 4,42

Security  4,10 4,00

Phase-in/out 2,17

Mitigation  4,00 4,00 4,00 4,00 4,00 7

58,675 82,44

Enrolment - - -1,44 - -

Payment 
Solution

- -0,12 - - 0,41 -4,40

Security - - -0,40 - - -  -1,70 0,20

Phase-in/out - - - - - -1,42

Mitigation - - -1,00 - - - -1,00 -  -1,00 -
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had a previous business relationship within one of CPS’s 

had previously served on the board of a company called 

involvement in the bid or tender, they no longer sat on the 
company’s board, and had had little interaction with each 
other, the court agreed that the allegation of bias could 

bid evaluation process unfair, thus rendering the contract 

In the judgement on the AllPay case, the Constitutional 
Court detailed how it took great exception to the fact that 
very little consideration was given to the assessment of CPS’s 

There was an obligation on SASSA to ensure that 

the empowerment credentials of the prospective 

tenderers were investigated and confirmed before 

the award was finally made. That obligation 

became even more crucial when there were no other 

competitors left in the second stage. There is then an 

even greater obligation for the tender administrator 

to confirm the empowerment credentials of the 

winning bidder. Cash Paymaster claimed that its 

equity partners would manage and execute over 74% 

of the tender. Its tender did not substantiate this 

[….] Despite this failure, SASSA did not call on Cash 

Paymaster to substantiate its claimed empowerment 

credentials, presumably because by that stage 

the preference points could not have affected the 

outcome. This effectively made the consideration 

of empowerment an empty shell, where preference 

points were calculated as a formality but where the 

true goal of empowerment requirements was never 

given effect to.97

It would later emerge, through investigative reporting by 

amaBhungane , that the agreement between CPS and its 

consortium partners (which had not been submitted to the 

courts) provides an empowerment model which is in fact 

memorandum of agreement (MoA), however, there was 

a clause which in effect rendered the partners’ active 

contract indicates that the consortium members were to form 

99

meant that CPS’s empowerment partners would only be 

around CPS and the various empowerment partnerships will 

centred on the tender process and as such it was not within 

the scope of the court proceedings to establish whether or 

As Corruption Watch explained, with reference to 

international authority and experience, deviations 

from fair process may themselves all too often be 

symptoms of corruption or malfeasance in the process. 

In other words, an unfair process may betoken a 

deliberately skewed process. Hence insistence on 

compliance with process formalities has a three-

fold purpose: (a) it ensures fairness to participants 

in the bid process; (b) it enhances the likelihood of 

efficiency and optimality in the outcome; and (c) it 

serves as a guardian against a process skewed by 

corrupt influences.100

AllPay vs SASSA and CPS: HC judgment
97  AllPay vs SASSA and CPS: [2013] ZACC 42 (29 November 2013) - Judgment (AllPay 1).

Serge Belamant, SASSA, and the “useful Blacks”.

99 Memorandum of 
Agreement.

100 AllPay vs SASSA and CPS: [2013] ZACC 42 (29 November 2013) - Judgment (AllPay 1).
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Text Box 3: CPS Payment Model 

Context and Objectives:  

101

• enhance payment services to beneficiaries, with focus on protecting beneficiaries’ dignity;
• to move beneficiaries away from more expensive cash delivery toward electronic delivery (this would reduce cost);

Payment Methods: 

• payment into personal bank payment;

• participating merchants (retail outlets); and

102

 

proprietary biometric technology (which is not included in government standards and not compatible with most transaction 

Costs: 

Ownership of Data: 

101 CGAP G2P Research Project: South Africa Country Report. [

102 CGAP G2P Research Project: South Africa Country Report. 
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3.3 MINISTERIAL COMMITTEES, TASK TEAM, 

AND WORK STREAMS

When I joined the Department of Social Development 

in 2010, I was presented with a report by SASSA which 

was developed by a panel of independent advisors 

who analysed the challenges relating to the then 

payment system, problems faced by beneficiaries and 

the administrative issues within SASSA. It contributed 

to the decision of establishing the Ministerial Advisory 

Committee [MAC].103

second being found by the Constitutional Court to be invalid, 

above, utilising outside players to provide expertise and 

trend became more pronounced and widespread after 

weaknesses of key state institutions, and created a powerful 

is where the decisions made by so-called ‘kitchen cabinets’ 
are carried through into state institutions and legitimised 
via repurposed tender procedures for the appearance of 

3.3.1 Ministerial Advisory Committee (MAC)

104, similar 

regarding these committees, with only a brief reference being 
made to them by Ms Zodwa Mvulane (project manager at 

indicated that there were in fact a number of committees, 

 
these committees, how many committees there were, or 

on 22 February 2017, at the height of tension around the 

posed by a member of parliament (MP), on the background 

been established long before and was in fact established 

appointment of such a committee and that it was constituted 

is, however, an attempt to pass the buck backwards, as 

indicating the Agency’s intention to take over the payment 
of grants from CPS by 2017 and in order to achieve this 

the committee is tasked with the responsibility to explore the 
existing market for a suitable payment model that will make 

statement, the minister emphasised how the members were 

important to highlight that none of the committee members 
107 Only one 

in which it recommended that SASSA should develop 

its own payment system and that work streams should 

be established to facilitate the implementation of the 

 

104 SASSA: hearing on Cash Paymaster Services (CPS) contract.
 Sassa to Face Tough Questions in Parliament

Media Release: Appointment of Ministerial Advisory Committee.
107 Media Release: Appointment of Ministerial Advisory Committee.
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the in-sourcing process”, some members of the MAC could be 

it be disbanded in order to speed up the implementation of 
109 

CPS had been providing SASSA with payment services in 

which had already been undertaken, and SASSA was in the 

took exception to the lack of clarity around the technicalities 

was required to provide guidance, in the form of a follow-on 
judgement to the AllPay2 case, on the revision of the RFP 

Table 3: List of MAC Members

Source: Written Response to Parliamentary Question 295/2015108

110 

also did not submit a proposal and in the end the tender was 

was suggested at the time that the tender was engineered to 

the second being the biometric (proof of life) requirement, 
which CPS initially approached the courts to have SASSA 

the biometric requirement and the last bidder was excluded 
111

Written Reply for Question to the Minister of Social Development: May 2015 - 295/2015.

109 

110 AllPay vs SASSA and CPS: [2015] ZACC 7 (24 March 2015) - Judgment (AllPay 3).
111 Social Grants Payment Crisis – Everything You Need to Know but Were Afraid to Ask.

Experience

Extensive experience in law

Engineering
Extensive experience in business development and 

Mr Sipho Majombozi Extensive experience with regulatory bodies, policy, 
and government

Extensive experience in central and commercial 
banking

Mr Patrick Monyeki

Mr Sizwe Shezi MA in Social Policy Project management, relationship management

Financial management, total quality management

Project management

Local and international experience on child law 
and justice, family law

Mr Sanjiv Mital

LLM in Commercial Law Commercial law

Local and international commercial law



SASSA-GATE CHRONOLOGY

How One Word Can Change the Game: Case Study of State Capture and the South African Social Security Agency26

e with 

Court informing it of the outcome of the tender process and 
outlining the steps that SASSA proposed to take in order for 

by SASSA to take over the payment of grants and the court 
discharged its supervisory jurisdiction over SASSA, as it was 
no longer viewed as necessary

3.3.2 The Work Streams

I have decided that in order to roll out implementation 

process diligently, we need to retain the collective 

knowledge and institutional memory of the key 

members of the Committee. Given their knowledge 

and expertise, these members will lead the work 

streams and work jointly with you and the SASSA 

Executive Management team so as to ensure that 

the various work streams are adequately resourced 

to execute [sic] their respective mandates in a 

speedy manner without any disruption, and to 

minimise delays in the implementation of the third 

recommendations.

To this end, I have decided to retain the services 

of the following individuals who were part of the 

Committee for the implementation of the third 

recommendations: Mr Andile Nyonyha (Team Leader), 

Mr Tim Suzuki (Legal), Ms Tankiso Parkies (Social 

Benefits), Mr Sizwe Shezi (Economic Development) 

and Mr Patrick Monyeki (Information Communication 

Technology). Although this panel will account 

directly to me during the implementation process, I 

request SASSA appoints hosts, provide resources and 

compensates the panel on behalf of the Department, 

subject to the applicable laws.113

streams were actually appointed and a year lapsed between 
when this letter was sent and when the work streams were 

this delay in appointing the work streams, but one possible 
reason could be that their appointment (which was budgeted 
for R47 million over three years) was not in line with PFMA 

work streams without following the required SCM process 

within the organisation because this function it was planning 

running of the organisation and could not simultaneously run 
114 Still, this 

motivation does not provide clarity as to why the appointment 
of the work streams was to be undertaken by SASSA when 

appear that this is real source of the confusion surrounding 
how SASSA was to meet its obligations for taking over the 

on the role the work streams played in the culmination of the 

decided to cancel the work stream contracts in July 2017, 

the procurement process followed was non-compliant with 

Running a brief Internet search on some of the individuals 
named in the minister’s request provides cross-referencing links 
to other state capture projects, which need to be highlighted 

a founder and director of Regiments Capital, which is linked 

 Mr 
Sizwe Shezi, who has served as a trustee of two of Zuma’s 

112 

Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 20 (15 June 2017) - Judgment 2.
114 

 Game Changers Black Book 2016. Association of Black Securities and Investment Professionals. 
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Investments, was reported to have received shares worth an 

• Legal and regulatory work stream, which was led by

for reviewing and ensuring that there was legal and
117

•

was responsible for identifying the potential benefits and
local economic initiatives which could be achieved
as a result of implementing the proposed work

119

120

•
management work stream, which was contracted to

relating to developing a plan and the technical system
requirements which would need to be implemented in
order for SASSA to take over payments of grants come

121

Patrick Monyeki has played a central role in not only the 

system, but has also been linked to a number of other 

122

Integrated Inmate Management System (IIMS); in effect 

money transfers to South African Revenue Service’s (SARS) 

which Monyeki is the sole director, called Mahube Payment 

of the alleged corruption and money laundering emerged 

suspicious payments to Makwakwa to the SARS, following 

124 

related to the close friendship between Monyeki and SARS 

discussion on Monyeki and Moyane will be presented in the 

Six Months to Re-Issue 17-Million New SASSA Cards: Can It Be Done or Are We Heading for Another Deadly Crisis? 

117 Written Reply for Question to the Minister of Social Development: April 2017 - W31
Written Reply for Question to the Minister of Social Development: April 2017 - NW30. 

119 Written Reply for Question to the Minister of Social Development: April 2017 - W31. 
120  Written Reply for Question to the Minister of Social Development: April 2017 - NW30. 
121  Written Reply for Question to the Minister of Social Development: April 2017 - W31.
122 Moyane-Era Prisons Tender Referred to SIU.

Insider Claims Collusion with R378m Prisons Tender.

124 Hawks Investigating Money-Laundering By Top SARS Man. 

Moyane-Era Prisons Tender Referred to SIU.
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proposal and developed a project plan and preliminary 

‘optimal model’ and approach that SASSA should adopt for 

through their analysis that we appreciated the complexity 
of the programme and that the initial timelines that were 

the effort and capacity required to prepare SASSA for the  

Text Box 4: Work Streams Payment Model

transaction fee)

129

It is important to note that the scope of the work streams extended beyond just the payment system and looked at all of 

• Cards should be a prepaid debit card, linked to the SASSA holding account (closed-loop system, similar to that of

o SASSA should produce its own specialised bank card, which would include biometric verification for every

127 Standing Committee on Public Accounts: SASSA and Related Matter. 
Submission to the Panel of Experts on the First Quarterly Report of the South African Social Security Agency, June 2017

129 Banking & Payments RFI Questions.
Social Grants Payment Crisis – Everything You Need to Know but Were Afraid to Ask.

South African Fingerprint Standard for Card Payments Launched.
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3.3.3 Inter-ministerial Committee (IMC)

In the Betrayal of the Promise  report, it is highlighted that 
ad hoc IMCs are key components of the constellation of 
kitchen cabinets that the Zuma-centred power elite used to 

initial reference to this IMC was in connection to the release 
of the draft plans for a Comprehensive Social Security 

frequent once it started to emerge that there was a looming 
crisis because SASSA found itself unable to take over from 

statement clarifying the objectives of the IMC, other than 

clearly stated is in relation to a statement made, indicating 
that the president was going to take over as chair of the IMC 

), from 19 

The IMC was established last year [assume this is 

November 2016] and it includes the Ministers of Social 

Development Bathabile Dlamini and Finance Pravin 

Gordhan as co-chairpersons. Other members are 

the Ministers of Labour, Mildred Oliphant, Transport, 

Dipuo Peters, and Health, Dr Aaron Motsoaledi 

[….] The IMC will now also include the Ministers 

of Telecommunications and Postal Services, Dr 

Siyabonga Cwele, Communications, Faith Muthambi, 

and Home Affairs, Malusi Gigaba. The Directors-

General of the Department of Social Development 

and National Treasury will co-chair the technical 

task team and lead the IMC secretariat.134

 
by the Constitutional Court, which ultimately ordered that the 
invalid contract between SASSA and CPS be extended for 

if this is the same IMC as the one referenced in the Minister 

for structural reform for South Africa’s broader social security 

consolidating the various social security programmes such as 

social assistance for Child Support and Old Age grants to 
cover all citizens who fall in the relevant age brackets (making 

undoubtedly add an increased level of complexity to the 
challenge of SASSA taking over the payments of grants in 

establish a realistic short-term solution in the context of the 

An important technical aspect that should be noted is that 
the proposed reforms stipulate that an integrated payment 
system would need to be established, which would be 

setting is that this may in fact escalate the problem, due 

 

Betrayal of the promise: How South Africa is being stolen.
Zuma to Lead Social Security Team Looking at Grants.

President Zuma Takes over Reins of Social Security Committee.

Minister Bathabile Dlamini: Tabling of Comprehensive Social Security Document at NEDLAC

Comprehensive social security in South Africa Discussion document
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to members using the lack of cooperation as an excuse 
to bypass accountability (relaying the notion of collective 

The IMC on Comprehensive Social Security was 

activated in November 2016. Its two chairpersons, 

Dlamini and Finance Minister Pravin Gordhan, 

did not see eye to eye. It is on public record that 

as the situation escalated in recent weeks, Social 

Development fingered National Treasury for refusing 

to sign off on the legally required deviation needed 

for this contract extension despite legal advice that 

the court needed to be approached, while finance 

officials insisted approval from the Constitutional 

Court was required beforehand.137

bypass its obligation to report back to the Constitutional 
Court on its inability to take over payment of grants on 01 

3.4 IN THE MEANTIME 

Although no formal record can be found in the media, it 
would 

 Following Madonsela’s 
departure, Coceko Pakade was appointed 

 also 

 
agwaza 

would remain in an acting capacity for over a year and a 

no formal appointment was made, given the importance of 
the role, has never been made clear, but this undoubtedly 

As in any organisational structure, when undertaking a role 
in an acting position, the ability of individuals to take long-
term strategic decisions is restricted by the fact that their 
responsibility is temporary and the continued implementation 

taking place and the litigation around the CPS contract was 
unfolding, with the MAC plotting a way forward, the day-

effect illegal appointment of CPS as the service provider for 
distribution of grants was of course the largest and arguably 

time, but it is only one of the many services which the Agency 

been several contracts/expenses which raised eyebrows and 
some are worth noting for this case study, given that they 
took place under the watch of the former SASSA CEO, 

possible fraud/corruption” only really started to emerge once 
141 and 

is an ongoing concern for the Standing Committee on Public 

years can best be expressed in the comparison of the amounts 

Petersen become CEO of SASSA, the accumulated amount, 
142

the recorded amount allocated as irregular expenditure for 

annual report it is recorded that the closing balance in terms 
 

Governing the Country, One Inter-Ministerial Committee at the Time.

Cogta DG Transferred to Justice.
Political Musical Chairs: Turnover in the National Executive and Administration Since 2009.

140 Political Musical Chairs: Turnover in the National Executive and Administration Since 2009.
141 Department of Social 

Development.
142 SASSA Annual Report 2010/2011.

 SASSA Annual Report 2012/2013.
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144

It is important to highlight that this increase might only 

be a result of the high values attached to the irregular 

contracts and not in actual fact to the number of irregular 

little information regarding the number of instances of 

available to parliament , there are details as to some of 

the larger contracts which have resulted in the recording of 

security services (R414 million), but perhaps the most relevant 

of the original budgeted R47 million had been paid prior to 

the cancellation of their contracts and the payment of CPS 

and with the hope that the appropriate remedial action 

it highlights that throughout the RFP and in the contract 

between SASSA and CPS it was clear that the requirement 

had always been for the service provider to include the 

the case, SASSA had not followed the appropriate SCM 

processes which were necessary to allow for an ‘extension’ 

(and recipients) and that while undertaking the re-registration 

147

time, re-registration had only covered grant recipients who 
received cash payments and it was necessary to extend the 

that the additional cost was due to the resources which were 

2017 the then CEO, Magwaza, decided that the Agency 

3.5 SELF-CREATED CRISIS OF 2017

If you’ve got to choose between paying the grants 

and irregular. And if the country’s going to burn on 

the 1st of April and the irregular, I choose the country 

not to burn.149

a presentation to the Parliamentary Portfolio Committee on 

the two crises which were unfolding before South Africa’s 

17 million grant recipients would not receive the grants which 

they depend on come 01 April – an eventuality which by that 

admittedly almost everyone at the time was in agreement 

that this would not come to pass and that one way or 

another there was no option but to ensure that the payments 

grants would be paid, the assurances given by the president 

and the minister provided little reassurance to the millions of 

children who were at risk of going hungry, nor would that 

alleviate the anxiety of the elderly who could be left homeless 

this would have been a socio-political crisis of mammoth 

144 SASSA Annual Report 2016/2017
SASSA, with Minister: hearing on irregular, fruitless and wasteful expenditure

SASSA Annual Report 2016/2017. 
147 

149 



SASSA-GATE CHRONOLOGY

How One Word Can Change the Game: Case Study of State Capture and the South African Social Security Agency32

The constitutional right to social assistance that 

for many, especially children, the elderly and the 

indigent, provide the bare bones of a life of dignity, 

equality and freedom is directly involved, across 

the land. The conduct of the Minister and SASSA 

has created a situation that no one could have 

contemplated: the very negation of the purpose 

of this Court’s earlier remedial and supervisory 

order. The matter can be decided on facts that are 

not disputed. Due to the time constraints of the 

emergency created by the Minister and SASSA, the 

forum for effective final relief is this Court.150

Court, outlining the merits and proposed recourse it would 
follow in order to ensure it would, in its own internal institutional 
capacity, take over the payment of grants from CPS on 01 

judgement, the promise which it made in that submission was 

others, to seek urgent legal remedy to the impending potential 

ensure the payments of grants on 01 April due to the invalid 

application, given the limited time available for addressing 
the imminent crisis, was not disputed; nor was the required 

In the court application, the minister and SASSA declared 

court did not take kindly to

This Court and the country as a whole are now 
confronted with a situation where the executive arm 
of government admits that it is not able to fulfil its 

constitutional and statutory obligations to provide 

for the social assistance of its people. And, in the 

deepest and most shaming of ironies, it now seeks to 

rely on a private corporate entity, with no discernible 

commitment to transformative empowerment in its 

own management structures, to get it out of this 

predicament.152

SASSA and CPS would continue for a year (with changes to 

resume its oversight role, by appointing a panel of experts 

had to appoint such a panel as a governance mechanism 
reveals how deeply dysfunctional the Executive had become 

[s]ince April 2016 the responsible functionaries of

SASSA have been aware that it could not comply with

the undertaking to the court that it would be able

to pay social grants from 01 April 2017. The Minister

says she was informed of this only in October 2016.

There is no indication on the papers that she showed

any interest in SASSA’s progress before that. Despite

repeated warnings from [the] advising counsel

and CPS, neither SASSA nor the Minister took any

steps to inform the Court of the problems they were

experiencing. Nor did they see fit to approach the

Court for authorisation to regularise the situation.153

3.5.1 How did we get here? 

court were extensively covered in the media at the time, 

reports exposed the confusion surrounding the grant system, 
leaving many anxious about the uncertainty as to what was 

after receiving the progress report which indicated that 

 

 Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 8 (17 March 2017) - Judgment 1
Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 8 (17 March 2017) - Judgment 1.
Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 8 (17 March 2017) - Judgment 1.
AllPay vs SASSA and CPS: [2013] ZACC 42 (29 November 2013) - Judgment (AllPay 1).
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who was acting CEO at the time, provides an account of the 

Little detail is provided about what had happened prior to 

SASSA conducted a number of studies to establish the 
technical requirements which would need to be met in order 

Agency’s capabilities, however, and further investigations, by 

had become aware that it would not be able to take over the 

most likely require two years to do so and that it would require 

remains unknown is who exactly was responsible for drafting 

report, and what role the MAC (which the work streams 
were part of) may have played in developing this plan also 

Armed with this foresight, Ms Mvulane sought legal advice 
on how to approach the dilemma regarding the potential 
extension of the contract with CPS (or entering into a new 
one) and what this would mean given the Constitutional Court 

was requested to provide SASSA with a legal opinion on the 
matter and the CEO of SASSA at the time, Ms Petersen, was 

opinions, which indicated that SASSA was to approach 
the Constitutional Court before taking any legally binding 

various legal opinions centred around was the legalities of 
SASSA either extending the existing contract or signing a new 
(non-competitive) contract with CPS for providing payment 

judgement it would seem that all three legal opinions which 

were provided to SASSA were correct in their advice, when 

[SASSA] intends to enter into a contract with CPS 

without a competitive tender process as required by 

section 217 of the Constitution in order to continue 

the payment of social grants. In so doing it has 

walked away from the two fundamental pillars of 

this Court’s remedial order in AllPay 2. That is serious 

enough, but it has also broken the promise in its 

assurance to this Court in November 2015, that it 

would take over the payment of social grants by 31 

March 2017, which formed the basis of the withdrawal 

of the supervisory order.156

was Ms Ramokgopa who, while in the acting role of CEO, 
appointed the work streams in mid-July and started working 

which proposed a phased transition of payments from CPS 
to SASSA to take place over two to three years, reiterating 
the requirement for CPS and SASSA to enter into an 

a change in the conditions of the contract between CPS and 
SASSA and as such it was their view that an extension of 
the contract was not desirable and that it would be preferred 

SASSA should approach the Constitutional Court as a 

arrangement which it might enter into with CPS would be 
non-competitive and fall outside of general SCM practices, 

Just prior to Magwaza taking up the mantle of CEO on 01 

unknown who was present and at which meeting the decision 
was made that SASSA would enter into a new contract with 

Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 8 (17 March 2017) - Judgment 1.
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court was the correct place to seek clarity on how it could 
proceed because it had already noted any new contract 

argued that if SASSA could not take over the payment of  

state”

MasterCard, and others regarding various possible options 

the consultations, particularly with regard to what would 

clearly no agreement within SASSA, or between SASSA and 
the minister, on when a report should be submitted to the 
Constitutional Court or what the content of the report would 

Information (RFI), which was to be submitted by 10 February 

2017, in order to better determine the parameters of any 
possible future RFP and to establish who in the private sector 

In between all of the interactions taking place by and within 
SASSA, letters were being exchanged between the project 

planned to take over grants, and CPS raised technical issues 
which SASSA would have to deal with, such as the extension 

CPS regarding possibly having to continue providing 

comprising technical managers from each institution, who 
were then tasked to develop the most viable options to 
enable SASSA to pay social grants in the short and medium 

remain differences of opinion within SASSA and amongst 
SASSA’s stakeholders as to how best to proceed in a manner 

Text Box 5: The TTT’s Options159

have access to banking infrastructure and procuring the services of another service provider for grant recipients who are

and utilising existing bank accounts to distribute grants through the banking sector to those beneficiaries with bank
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01 February that SASSA would be engaging with CPS to 
continue providing payment services, the CEO of SASSA 

deviation from the normal competitive bidding process 

existing contract with CPS to enable a negotiation to appoint 

for deviation without the Constitutional Court having been 

Committee in parliament on the plan for addressing the crisis, 
it would seem that SASSA had adopted a new approach 
whereby it would no longer approach the court for approval 

a ‘supplementary report’ informing the court of the outcomes 

to be no written legal opinion that supports this decision 

contradicted the three legal opinions already received from 

assistance in ensuring that CPS could continue rendering its 
current grant payment services” Shortly thereafter it was 

in the court, in the hope that a remedy could be found for the 

which was signed by the then acting CEO of SASSA, Ms 
Mzobe, which provided very few details and was not quite up 

To make matters worse, the Minister and SASSA did 
not deign to inform the Court of these developments 
until 28 February 2017 when SASSA and its CEO 

launched an application on an urgent basis for an 

order authorising it to take further steps to ensure 

payment of social grants from 01 April 2017. In an 

unexpected about-turn, SASSA sought to withdraw 

that application the next day. On 03 March 2017 it 

filed a “follow-up report” with limited information 

on how this had arisen and what might happen in 

the future. The Court issued directions in response to 

this report. An answer of sorts was received only just 

the day before the hearing […]162

On 01 March, SASSA and CPS started negotiations 
regarding a new contract for providing payment services 

SASSA to terminate the negotiations and indicated that they 

for the court to rule that the minister be held 
personally accountable for the crisis and be ordered to pay 
the cost for 

The Black Sash Trust submitted that the Minister 

misled Parliament during her appearance before the 

Parliamentary Committee in November 2016. There 

is little doubt that the Minister and SASSA are liable 

in their official capacity for the costs, but in view 

of the possibility that individual conduct may have 

played a material role in the matter, the order will 

also provide for further opportunity for explanation 

in that regard.163

3.5.2 The Parallel Structure

There must be public accounting for how this was 

allowed to happen. Accountability is a central value 

of the Constitution. It accompanies the conclusion 

of procurement contracts for the procurement of 

public functions. This judgment is the judicial part 

of that accounting. It is founded on the commitment 

to openness and responsiveness the Constitution 

Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 8 (17 March 2017) - Judgment 1.
Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 8 (17 March 2017) - Judgment 1.
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requires. It is important to note that this particular 
role, at this particular time, is not one of the Court’s 
choosing.164

As part of the March 2017 judgment, the minister was called 

capacity; and she should not pay costs of the application 
 It was this order which would bring 

to light the details in regards to by whom and how decisions 
were actually being made and highlighted how legitimate 
governance structures were side-lined, resulting in the ‘self-

outline of events, wherein she in effect attempted to 

In the main she sought to place the blame for what 
went wrong on officials from the third respondent 
(SASSA) and the Department of Social Development 
(Department).166

that the minister had put forward and with a view that they 

detailing his interpretation of events and requested the then 

these two accounts, together with supporting documentation 

dangerous landscape of confusion and institutional chaos, 
which they attributed to the minster’s formation of a parallel 
reporting and decision-making structure (in the form of the 

conclude that the crisis around the payment of grants was in 

bias all along towards ensuring that CPS would be awarded 

The thrust of their affidavits is that the Minister 

had established parallel decision-making and 

communications processes that bypassed SASSA and 

Department officials.167

events and the serious allegations contained therein, 
the Constitutional Court initiated a process of a section 

in order to determine if the minister should in fact be held 

exactly what had happened at SASSA and how the SASSA-

after Magwaza became CEO, the SASSA Executive had 
effectively no (or very minimal) knowledge or involvement in 
the development of the plans and decisions around how it was 
to take over payment of grants come 01 April 2017, except 

notion that she was unaware of the fact contradicted her 
testimony that she was frequently receiving updates from 

 For example, there is a 

deduction from grants), which had requested that an update 

is whether the minister had agreed to this response, in which 
case she would have been aware that SASSA was not in a 
position to act accordingly or Ms Mvulane was not being 

presentation could not take place was that work streams had 
only been on the job for eight weeks at that point and had 

had been sent from the minister to the then CEO of SASSA, 

Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 8 (17 March 2017) - Judgment 1.
 Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 8 (17 March 2017) - Judgment 1.
Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 20 (15 June 2017) - Judgment 2.
Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 20 (15 June 2017) - Judgment 2.

Bathabile Dlamini Social-Grant Crisis Inquiry: 23 January 2018.
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an issue of contention during the Inquiry, as the motivation 
for the irregular appointment of the work streams (bypassing 
normal procurement processes) was that their services were 
required as a matter of ‘urgency’, which is contradicted by the 

it 
was also implied on several occasions that Ramokgopa was 

170 into appointing the work streams, even though she 
171 It is also important to note 

their 
ability to take long-term strategic ownership of plans or 
projects) that the work streams (which were mainly external 
private sector businesspeople) were handed the enormous 

address the challenge of developing a plan for 
taking over 

172  It is still 
unclear as to why there 

(who was then special advisor to the minister and co-chair of 

Sipho Shezi (also a special advisor to the minister), approached 
the then acting CEO of SASSA, Ms Ramokgopa, and Ms 

clear that the acting CEO had very little knowledge of what 
the work streams’ plans entailed or what SASSA intended 

meetings were held in which the work streams presented their 
proposals for a way forward and it was at this stage that both 

 

Inquiry into Bathabile Dlamini’s Role in Social Grants Crisis: 25 January 2018

170 Inquiry into Social Grants Crisis: 02 February 2018 - Part 3.
171 Inquiry into Social Grants Crisis: 26 January 2018.
172 Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 20 (15 June 2017) - Judgment 2.

174 Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 20 (15 June 2017) - Judgment 2.

work streams were reporting directly to the minister and not to 
174 

(then 
CEO), and Shezi started engaging with other organs of 
state which would either be directly affected by or have a 
direct impact on the implementation of any plan which 
SASSA would put forward to address the looming crisis, in 

emerged from those meetings was that there was a strong 
objection to the ultimate solution as envisioned by the work 
streams; in particular there was substantive disagreement 
over the proposed payment model being a closed-loop 

It was this fundamental disagreement over a payment model 

it would appear that the minister deliberately 
subverted 

they had developed on 24 
January to the various department 

for both short- and 
long-term solutions for the payment of 

minister, 
however, not being in favour of these options, had on 

titled to 
the Minister of Finance
little or no correlation between the discussions that were 
taking place by the technical team” it 
presented arguments against SASSA adopting an open-
architecture model and in effect was motivating for the work 
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the CEO of SASSA were not aware of where this document 

to the time constraints and the risks involved that any short-
term solution would require CPS to continue to pay grants for 

extension would be undergirded by an agreement that this 

that grants would be paid according to the open-architecture 
 An additional requirement for the parties to allow 

for an extension of CPS’s contract was for SASSA to present 

chaired by Shezi and attended by Magasela, Mvulane, 

Mahlobogoana (SASSA legal advisor), the details of what 
would be presented to the Constitutional Court was agreed 

the same evening, the minister contacted Ms Mahlobogoana 

177 

consulted have not yet fully come to light in any of the legal 

 Media reports allege that at the 
meeting the minister met with, among others, Mr Michael 

consent from the Constitutional Court for extending CPS’s 
payment services, but should rather inform the court once 

 

appears to be no written legal opinion justifying this new 
approach, which is in stark contradiction to the three other 

179

made aware of this ‘new approach’ to addressing the grants 
payment crisis during a presentation by Ms Mvulane to the 

It seemed that there were also additional changes to what 
had previously been agreed on, in that it was now proposed 
that the contract with CPS be extended to cover a period 

as possible, rather than leaving it until the eve of the existing 
contract’s expiry, the minister agreed on condition that the 
report is compiled by the work stream legal team, led by Mr 

Constitutional Court and when contacted, Mvulane indicated 
that the document was not ready yet as consultation with 

Mahlobogoana (SASSA’s lawyer) indicated that a report 

Magwaza, who was on sick leave at the time, which would be 

were presented as to why this report was withdrawn, it would 
seem that the content of the report did not have the minister’s 

Mvulane and the work streams, is still unknown, but given 
the court’s dissatisfaction with the ‘follow-up’ report, it is clear 
that not seeking consent from the court (as was advised in the 
three legal opinions) was a serious error in judgement by the 

I waited for the Minister’s instructions pursuant 

to her proposal to consult on the affidavit but 

given the fact that the deadline of 31 March 2017 

was imminent and upon legal advice provided 

to me, I took a decision to file the application 

on 28 February 2017. I submit that in doing so,  

I was not required to consult with the Minister.  

I am not required to consult the Minister on every 

operational aspect of the work of SASSA.180  

177 

 Inquiry into Social Grants Crisis: 02 February 2018 - Part 3
179 Bathabile Dlamini’s Game of Chicken.
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the assertion he made in the statement above highlight the 
institutional and governance challenges which resulted from 
the manner in which the Agency had been established in 

  

functions, responsibilities, and legal obligations of the various 
players in the management of the country’s social welfare 
system was the central debate on the Inquiry in determining 

CEO does there has to be concurrence with the minister 
also”
states concurrence as a requirement for entering into third-
party agreements and opening of a bank account),  and the 
only way in which this approach to the Agency’s governance 
could be legitimate would be if it was outlined in an oversight 

indicated that negotiations were only set to start on the next 

that they were in possession of correspondence between the 

 It was 

that he had been lied to by his colleagues and he could no 

As previously mentioned, Mr Magwaza had been placed on 
two weeks’ sick leave (for hypertension) in late February and 

off for hypertension after only being on the job for about a 

between SASSA and CPS, which took place between 01 and 

the complex challenges involved in the payment of grants 
and the technical nuances involved was expected to sign an 
agreement which she would not oversee or be responsible for 

The Sunday Times
he was frantic, saying she had no idea why she was brought 

that she was going to make a mistake by signing the contract 
and wanted it to wait for the return of the real accounting 

 It was during this time 

from key decisions regarding this matter have given rise to 

all negotiations be scrapped and should start afresh only 

against the minister that, based on Magwaza’s and his own 

of work streams may have been deliberate to ensure a 
continued relationship with CPS under conditions favourable 

South African Social Security Agency Act.
Inquiry into Bathabile Dlamini’s Role in Social Grants Crisis: 23 January 2018 Part 2.

South African Social Security Agency Act. 
 SCOPA: SASSA: hearing on Cash Paymaster Services (CPS) contract. 

Zuma Lawyer Fuels CPS Grants Chaos, “Stressed” Sassa Bosses Land in Hospital.

Zuma Lawyer Fuels CPS Grants Chaos, “Stressed” Sassa Bosses Land in Hospital.
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In the initial 

The Minister bears the primary responsibility to 
ensure that SASSA fulfils its functions. She appoints 
its CEO. There is little the CEO can do without her 
direction. Attempts to obtain evidence of what steps 

she took after AllPay 2 to ensure that beneficiaries 

would continue to be well catered for drew a blank 

[….] The office-holder ultimately responsible for 

the crisis and the events that led to it is the person 

who holds executive political office. It is the Minister  

who is required in terms of the Constitution to 

account to Parliament. That is the Minister, and the 

Minister alone.189

Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 8 (17 March 2017) - Judgment 1.
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CONTROVERSIES AND 
CONTRADICTIONS

the formal bounds of the constitutional state in the previous 
chapter, this section now seeks to locate the actions which 
unfolded within the broader context of state capture as the 
Zuma-centred political project that relies on the construction 

within the shadow state and are acting behind the scenes to 

third is an assessment of the power dynamics of the events 
which unfolded, particularly with regard to the workings of the 
power elites in the Executive and the strategic manoeuvring 

in particular with regard to the use of state resources to 

4.1 WHAT IS THE DEAL WITH CPS?

4.1.1 Radical Economic Transformation (RET) and White 
Monopoly Capital (WMC)

Substantive empowerment, not mere formal 
compliance, is what matters. It makes a mockery 
of true empowerment if two opposite ends of the 
spectrum are allowed to be passed off as compliance 
with the substantive demands of empowerment. 
The one is a misrepresentation that historically 
disadvantaged people are in control and exercising 

managerial power even when that is not the 

case. That amounts to exploitation. The other is 

to misrepresent that people who hold political 

power necessarily also possess managerial and 

business skills. Neither situation advances the kind 

of economic empowerment that the Procurement 

and Empowerment Acts envisage. Both employ 

charades.190

SASSA and the bid committees to properly examine the 
veracity of the claims made by CPS, were two of the central 
issues addressed in the judgement made by the Constitutional 

for not adequately addressing this aspect in what was at the 

preferential procurement mandate highlights the hypocrisy 

of a range of subsidiaries which provide a range of payment 

was incorporated in Florida in May 1997 and later became 

It was in fact Aplitec (a smart card company, whose founder 

191 In the years 

that followed, Aplitec would go on to acquire Moneyline (Pty) 

businesses)192

190 AllPay vs SASSA and CPS: [2013] ZACC 42 (29 November 2013) - Judgment (AllPay 1).
191 Aplitec Acquires FNB Subsidiary.  192 

Net1 Annual Report - 2006.
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(it would appear) on the company for its founder 
and CEO, 

announcement that a multi-million-rand golden 
handshake 194

fact the International Finance 
Corporation (IFC), which is 

with the Compliance 
Advisor/Ombudsman (CAO) of the 

because it was ‘made 
despite the existence of overwhelming 

to determine the degree of adherence of the company 
in terms of transformation outside of formally structured 

necessarily translate into actual empowerment in terms of 
actively participating in the business or its operations – as 
was clearly a requirement of the 2012 tender, and which CPS 

empowerment partner there was a sly clause which implied 

197, 

fee

is in the public domain and was part of CPS’s proposal, and 

MoA  
seem that this information was only really scrutinised in 

amaBhungane, presumably after all 
investigations by the various authorities had or were in the 

199

be CPS’s empowerment partners at the time were never 

amaBhungane

two partners were small businesses, both apparently in the 
process of closing when the SASSA contract came along, 
which in no way appear to have been in any position to 
undertake the mammoth task of delivering grants to some 

200

the agreement invalid due to litigation pursued by AllPay 

for a successful defence of any review process instituted by 
201

Net1 Annual Report - 2008. 
194 Allan Gray Condemns Net1 CEO Severance Payment.

The World Bank’s Role in SA’s Social Grants Payment System.

NGOs Want Ombud to Investigate $107m Investment in Net1’s CPS.

197 Serge Belamant, SASSA, and the “useful Blacks”.

199 Mosomo, Ntshalintshali Correspondence.

200 Serge Belamant, SASSA, and the “useful Blacks”. 
201 
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202

 It is thus assumed that this deal was 
not a replacement or alternative to the consortium which 
signed the MoA and was submitted as part of the bid for the 

204 
 

AllPay and the investigations into alleged corruption being 
undertaken, it did not materialise and the option to purchase 

the Constitutional Court had declared the contract between 

Investments, where the companies would be all allocated 

 It is important to note that due 
to the Constitutional Court’s rulings, it is also at this stage 
that the MoA relating to the invalid 2012 contract, between 

to who CPS’s empowerment partners were in the distribution 
of grants, what the extent of their involvement was, or if 
there even was a signed empowerment partner for the 2012 

obligations with regard to empowerment in the contract 

this is not something any of the parties were interested in 

shares if the market price increased above R120/share and 

Just a day after the announcement, on 17 April 2014, the 
Constitutional Court handed down the remedial order, which 
suspended the ruling of invalidity to ensure that the payments 

has since been deemed irregular and has been taken to 

Investments had acquired just fewer than two million shares 

207

registration’ payment) and the gifting of two million 

agreement) appear to cancel each other out, with the net 

202 Net1 Statement: Concludes BEE Deal.
Tokyo Sexwale’s Prints All over R10-Billion Tender.

204 Net1 Statement: Concludes BEE Deal.

Net1 SEC Filing
207 Net1 SEC Filing.
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partners, it would appear as though they were simply left

dominance in the economy, it needs to be asked why there

company with such a deplorable track record regarding

4.1.2 How to Milk Money from the Poor

No party has any claim to profit from the threatened 

invasion of people’s rights.208

levelled against CPS in the March 2017 Constitutional Court 

arrangements which were to be made in the proposed new 
contract for CPS to continue to distribute grants beyond 01 

CPS is correct in submitting that its continued 

constitutional obligation to provide services for 

payment after 31 March 2017 exists only if there 

is no-one else to provide those services. It is also 

correct that it will not be in a position to perform 

its continuing constitutional obligation for payment 

of social grants if the reciprocal obligations of SASSA 

and CPS in relation to that payment are not specified. 

But it is not correct that those obligations can only 

be specified by way of a negotiated contract between 

itself and SASSA.209

Explicitly debated in the court, it was an accepted fact that 
when SASSA and CPS entered into negotiations for the 
signing of a new contract (an illegal process that was stopped 

of letters between SASSA and CPS, which were submitted to 

the cost to SASSA for the continuation of grant payments 

210

negotiations began and it would appear that due to the 

month, as opposed to the then approximately R174 million 

211 

be transferred from CPS to either SASSA or another service 

had to pay for the new payment services, there would have 
been a period during which there was effectively a double cost 

should be pointed out that by this stage all of CPS’s start-up 
costs should have been recovered, meaning little investment 
would be required other than covering ongoing operational 

 
contrasts with the AllPay 2 judgment, which declared that 
as the initial contract was invalid and irregular, CPS should 

the contract with CPS was irregularly ‘extended’, resulting 

in a debt-free ownership of just under two million shares 

Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 8 (17 March 2017) - Judgment 1.
209 Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 8 (17 March 2017) - Judgment 1.
210 Sassa Asks ConCourt for Direction over CPS Contract. 

211 SASSA, Black Sash Trust v Minister of Social Development and Others: DSD Support Documents - Bundle E 
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Over and above the irregular contracts, it would appear 

result of its appointment to pay grants, primarily from the 

the interests of this private company became the interest of 

by the company to gain preferential access to a market 

1. Disciplined Approach to New Markets [….] Where we 

believe it makes sense, we will use partnerships or make 

acquisitions to accelerate our entry into new markets […] 

2. Unlock Target Markets with a Key Product. The first

step in establishing our system within a new province or

country is to establish a broad base of smart card users

around a single application. One of our preferred routes

is to secure contracts to implement payment systems for

government programs having large numbers of potential

card holders […]

3. Expand Our Products within the Markets We Serve [….] 

As part of broadening our card holders’ options, we 

will also sell our smart card readers and PoS devices to 

merchants to enable them to enter into transactions [...]

4. Provide Products and Services Ourselves Where the Profit 

Potential is Compelling [….] For instance, we engage in 

lending in South Africa. 

5. Establish Partnerships or Make Acquisitions When

Appropriate […]212

In the MoA, CPS indicates that the Service Level Agreement 
with SASSA would require at least the provision of, among 

services, such as the sale of prepaid utilities and the provision 

been frowned upon by those who understood the potential 

data belonging to SASSA for any purpose other than for the 
214 Even though over the years 

SASSA has threatened to cancel its contract with CPS, it 

directly from establishing access to the market, to pushing 
it  

establish a massive client base and ensure the payment 
technology is adopted by the major commercial businesses 

competitors due to our ability to deduct interest and principal 
directly from a borrower’s smart card and our knowledge of 

 It would appear from a 

[I]ts business plan, which focuses on providing a

comprehensive suite of transactional products and

services, will allow it to service all SA’s unbanked

and under-banked citizens, including social grant

beneficiaries. However, this can now be done

independently and without SASSA’s limitations and

constraints. Net1 says the business plan includes

the continued successful deployment of its EasyPay

Everywhere bank account, its biometric ATMs and

mobile portal, its suite of financial and added value

212 Net1 Annual Report - 2008
Memorandum of Agreement.

214 Serge Belamant, Sassa and the “War Chest” of Poor People. 

Net1 Annual Report - 2008. 
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services, and the company’s proven and innovative 
technological systems. The company believes these 
activities will ensure a sustainable business model 
that will, over time, far exceed the benefits that 
could be realised from being the successful bidder 
for the SASSA RFP.216

Court hearing in March 2017 and was the reason for the 

from making ‘illegal’ and immoral deductions from social 

Since the appointment of CPS, SASSA has become 
increasingly aware of ‘deductions’ being made from grants 

loans), Smart Life (life insurance), Manje Mobile (airtime),

which limited the type and amount of deductions which could 

the grant from being deducted and only for the purposes of
217

bank which is partnered with CPS and provides the bank 
account services for grant recipients), and others approached 

issue of the legal deductions from grants payments is not 
a straightforward or simple matter, as it is not something 
which can be governed or controlled by SASSA once a 
grant is transferred to an individual’s private bank account, 
which is then regulated by the normal commercial banking 

 

contract between SASSA and CPS, in that SASSA does 

are enrolled by CPS, they enter into an agreement to open 

as such is again governed by standard commercial banking 

to be considered in SASSA’s approach to paying grants in 

is now in the process of possibly appealing this ruling, with a 

of the payment of grants (special accounts) and as such 
 

to have not yet been fully examined in any civil or criminal 

Regulator and with the Competition Commission of South 

recipients’ personal information and data, held by CPS in 

alleged that this information is exchanged between and 

business, which means it has an unfair advantage over other 

details, such as contact numbers, for marketing of products 
219

It should be noted once again that the issues around the 

established and, in its defence, it commissioned a report by 

Net 1 Pulls out of SASSA Tender Process. 
217 SASSA Stops Unlawful Social Grant Deductions.

 Net1 Wins Case to Allow Deductions on Social Grant Accounts.

219 Net 1 Cleared of Dodgy Lending. 
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220 Net 1 Applied Technologies South Africa ( Pty ) Ltd: Factual Findings Report on Agreed Upon Procedures.

221 Net 1 Applied Technologies South Africa ( Pty ) Ltd: Factual Findings Report on Agreed Upon Procedures.

222 Sassa Still in Hot Water over Grant Deductions. 

 Deductions from Social Grants: How It All Works. 
224 

220 Since 

it has become mandatory for those wanting to receive a loan 

recipient and thereafter all subsequent grant payments are 
directly deposited into this standalone account, which then 

to focus primarily on transactions relating to Moneyline and 

221 

documented by reporting by GroundUp

In other cases where deductions of loans and prepaid 
electricity were made, some grant recipients have 
admitted entering into such deals. “I know about 
deductions. I took a loan of R1 000 from SASSA in 
November, and they deduct R200 every month. I 
also buy electricity with my EasyPay card and they 
deduct that R50,” said 70-year-old Angelina Mese. 
“Although there are rumours the EasyPay card is 

illegal, I was enjoying using it because I can also 

access my money at banks. I can even buy airtime 

when I need it,” she said. However, some recipients 

who admitted to signing contracts complained 

that the deductions were continuing even after the 

contracts had lapsed. “I took a R700 from Net1 in 

March last year and I paid it in September. But even 

today, they still take my money,” said a mother of 

four who only identified herself as Anna.222

Nomalanga’s story began with her unwitting 

acceptance of monthly airtime deductions, which she 

has tried desperately to stop. Despite “smashing” 

her old SIM card, and buying a new one, Nomalanga 

still faces deductions for a cellphone number she 

no longer uses. She has sought help from SASSA, 

from CPS and from the Net1 Financial Services office, 

without any success. Because Grindrod Bank has no 

physical branches or even ATMs, Nomalanga cannot 

walk up to a customer service counter and ask for a 

stop order on the transactions. Because SASSA has 

no jurisdiction over EasyPay accounts, Nomalanga 

cannot turn to the Agency for help. Instead of 

receiving what she is due, she is stuck trying to beg 

MoneyLine for a loan.223

extreme poverty and inequality – the state’s mandate; the 

based alternative payment system for the unbanked and 
224 

precedent has been set and millions of grant recipients now 

of having bank accounts, regardless of who pays the social 
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created by the withdrawal of these services would just be 

it would require all active role players, within and between 
the different government institutions, as well as those in 

de facto

without clear agreements, mandates, and accountabilities 
has resulted in a deep structural institutional quagmire 

appetites of the players, the opacity of the shadow networks, 
and the weak governance and institutional weakness of the 

4.2 IN THE SHADOWS

One of the critical questions that remain to be determined 

have been derived from the shadow deals and who, other 

interviews and the information contained in the numerous 

managed to piece together the puzzle which might reveal the 

It is important to note that following the initial Constitutional 

the Securities and Exchange Commission (SEC), as well as 

 

[t]he Company has now received a written notice from 

the Hawks, stating that both cases were investigated

and brought before two separate prosecutors

for decisions. As both prosecutors declined to

prosecute these matters, the Hawks have closed the

investigations and regard the matters as finalized.227

information on the cases, the details around the investigations 

4.2.1 The BEE Partners and Lunga Ncwana

As was highlighted and detailed in the previous chapter, 

the rumours of corruption have surrounded the various 

attempts made by SASSA to secure a service provider for 

was caught in litigation and been party to irregular tender 

In March 2009, City Press published an article alleging 

referring to a legal case which had been taken to the court 

was also the subject of an investigation by the Scorpions in 

allegations of tender manipulation and channelling of funds 

 Even though the details of the 

court case revealed a strong resemblance to the contracts 

there was a link between CPS and the minister’s wife, Mrs 

minister responded to these allegations by releasing the 

U.S. SEC Letter May 29 2015
United States Department of Justice letter to Net 1

227 News Release: Net1 Reports Closure of Hawks Investigation in South Africa. 

Ramatlhodi: Inside the Scorpions Probe. [
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Narrative Report of the Adjudication Committee in Respect of 
Payment Tender Service, outlining the reasons for cancelling 

229

As already mentioned, it later emerged that there was an 
apparent attempt of bribery that had taken place during the 

 and his 
, paint a 

graphic picture of how bribery might be instigated and pursed 

tender) to be submitted to the SASSA CEO the next day, 

president of the South African Sports Confederation and 

After an estimated 20-minute conversation around the 
‘sports matter’ to which Sam referred, the conversation then 

I gained the impression that this second matter was 

what Mr Sam had really come to see me about. The 

second matter related to the social grant tender 

referred to above. As mentioned above, I was at this 

stage involved in the finalisation of the draft report 

of the [B]AC.

Mr Sam appeared to be very aware of the tender 

process although he did not mention the names of 

persons or any details of the bidders or potential 

bidders.

Mr Sam advised me that he had been approached 

by Cash Paymaster Services (“CPS”) since he knew me 

“pretty well” and that I would be “more likely” to 

listen to him. He described himself as a “consultant/

lobbyist” for CPS and said that he had an open 

chequebook. 

 

As highlighted previously, the supporting statements of both 

GroundUp

In an article by amaBhungane

Investments 272), and this alleged attempt at bribery began 

heard of Sam and in turn Sam denied that the incident had 

Fast-forward to the allegations of corruption which were 

chapter, the main allegations of possible corruption were 

particularly aggrieved by the fact that its score had been 

scoring factors and not just those relating to biometrics (see 

229 Response by the Director General of the Department of Social Development Mr Vusi Madonsela on Allegations by City Press Published on 29 March 2009. 

GroundUp.
GroundUp

GroundUp
 GroundUp.

Corruption Allegations against Gideon Sam Come back to Life.

 “Name Your Price” Bribe Offer for R7-Billion Tender.

Zuma’s Lawyer and the Mega Tender.
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interest could be determined and was thus not considered 

Court hearings, AllPay sought to introduce 
new evidence in the form of a transcript of a recording 
between John 

recording and transcriptions 
had not been adequately 

 It should be noted that 
when the transcript was revealed in the Supreme Court of 
Appeal court case, SASSA interviewed 

his job at SASSA”240 when he indicated in the 
recording that 

241

You know I’ve been involved in both bid committees. 

The first one [2007/2008 tender] we didn’t award 

because of the minister. This time [the 2012 tender 

was awarded] especially because of the minister. 

It doesn’t matter who gets it. But it was just so 

blatantly dirty.242

partners and their various connections with a close personal 

apparently committed fraud to the value of approximately 
R2 billion and had dished out millions to various political 

244

Investigating the empowerment partnerships which CPS 
entered into for the 2012 tender for the payment of grants, 

curious how or why the two small businesses, with arguably 
no experience or expertise in social grant payments, were 

run by one woman who advertised that she provided ‘skills 

amaBhungane investigated the two businesses and revealed 

 

Zuma’s Lawyer and the Mega Tender. 
Moseneke: Why Not Open a Graft Case?

AllPay vs SASSA and CPS: [2013] ZACC 42 (29 November 2013) - Judgment (AllPay 1).
240 Watchdog Takes Aim at Zuma’s Lawyer.
241  Tape Implicates Zuma Lawyer in “farcical” Tender. 

242 Social Grants Payment Crisis – Everything You Need to Know but Were Afraid to Ask. 

 ANC Youth League in Dodgy New Deal.

244 ANC Ordered to Pay Back Kebble Cash.

Serge Belamant, SASSA, and the “useful Blacks”
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amaBhungane then revealed that in the case of 

but he denied having anything to do with the deal, but this 

contract with Cash Paymaster and attended SASSA’s bid 

A more direct link can, however, be established in the major 

247 Mosehla and 

paid directly into Mosehla’s personal bank account, with no 

windfall received from the irregular payment by SASSA for 

As mentioned previously, a number of investigations were 

dismissed, but worth noting is that one of the arguments that 
was put forward by the plaintiffs involved the then Minister 

249 In their complaint, 
based on media reports at the time, they highlighted two 

amaBhungane 
outlined the ways in which, through various business ventures, 
connections can be drawn between Sexwale, various people 

The Sunday Independent, 
in which it claimed to possess documentation indicating that 

account of African Access Information and Communication 
 Presumably 

amaBhungane

payment taking place, but provided an explanation that the 

It would also seem that over and above connections with 

linked to at least one of the work stream leaders, which were 

Sukazi was best known for being an agent and manager for 

Serge Belamant, SASSA, and the “useful Blacks”.
247 Net1 Statement: Concludes BEE Deal.

The Minister, the Middleman, the Mansion and the New Corporate Kid

249 United States District Court Southern District of New York: Ruhama Lipow, et al. v. Net 1 UEPS Technologies Inc., et al. 13-CV-09100-Opinion and Order.
Tokyo Sexwale’s Prints All over R10-Billion Tender
DG’s R1.4m “bribe”. 
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soccer players and coaches in South Africa, as well as an 

In March 2017, it was rumoured that he was looking to take 

the time, but it is worth noting that Sukazi is the manager of 

2005:  We don’t get a R1,7-billion contract without 

being pretty close to the minister nationally as 

well as to the [provincial ministers].254

2012:  Our BEE I won’t even argue, was probably not 

the best BEE deal. But we thought, you know 

what, if we’re going to win this or lose this 

because of BEE, well, so be it.255

2016:  I cannot comment on Mr Ncwana specifically 

(I believe that I have met him a number of 

times – regarding, amongst other things, the 

funding of a soccer club – we did not fund 

it), except that if he did or does form part of 

our black empowerment lobbying group and 

assists with our business objectives, we would 

have no problem with his involvement or that 

of any other person(s) for that matter as long 

as these individuals adhere to [the US Foreign 

Corrupt Practices Act] rules and regulations.256

2017:  (post-resignation): We have been acclaimed 

worldwide. We have won many different 

awards, very important awards. We have 

people like the ANC buying into the company 

and it took a long time to convince them.257

well known that most special interest groups provide funding 

developed democracies, South Africa does not yet have 
the same extensive regulations and laws that recognise and 

recently has parliament started the process of looking into 

According to numerous media reports over the years, 

article by The Sunday Times

It is disappointing that a newspaper of The Sunday 

Times’ stature would not take this old and tired 

story forward by providing their facts and evidence 

to South Africans or at least quote people who are 

prepared to speak on the record […] 

For the past four years different media have been 

writing about this alleged relationship [of corruption 

between Minister Dlamini and CPS] but none of these 

investigations are bringing forth anything new but 

only speculation.

It would have been easier and more credible of 

The Sunday Times to provide the evidence that the 

Minister received a bribe and at least show South 

Africa that these messages were indeed from the 

Minister.258

hard evidence of a possible corrupt relationship between 

You and Sipho [Shezi, adviser to the minister] have 
been used by [SASSA CEO Thokozani] Magwaza who 
is a friend to my former boyfriend who wanted to 
extort money from Lunga and could not.259

Tim Sukazi Has Denied Reports Linking Him with Takeover of a Club.

The Scandal Spreads
Serge Belamant, SASSA, and the “useful Blacks”.
 Serge Belamant, SASSA, and the “useful Blacks”

Ousted Net1 Founder Serge Belamant: I Would Have Done Nothing Differently. 

Minister Bathabile Dlamini Responds to Sunday Times
DA Wants Protector Probe into Dlamini’s Alleged Ties to Businessman. 
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The Sunday 
Times indicated that it was originally Cessaro’s plan to set 

he realised this, he was told he would get his share and he 

You are not going to tell me who I am close with. 

Because then you must look at all politicians and 

who they are close to and who is funding their 

parties.261

4.2.2 Behind the Tenders: Hulley, Monyeki, Moyane, 
and More

the extension of contracts for payment service providers at the 

with CPS in the various litigations and the negotiations of 

advising Molewa that this would be in direct contravention 
of the legal procurement processes, and the meeting ended 

The Minister, Her Ex-Lover and the Grants Debacle. 

Serge Belamant, SASSA, and the “useful Blacks”.
Zuma’s Lawyer and the Mega Tender. 

supported the CPS approach after she became deputy 

system was clearly a key element of the Zuma-centred power 

  

advice on an ad hoc basis, as part of his broader relationship 

Ms Ramokgopa, who was the project manager at the time, 

 It would seem that this denial was false 

Mail & Guardian in 2012 

with all the various lawsuits that existed between SASSA 

the litigation around SASSA’s agreement with CPS, as well 
as the litigation CPS was pursuing against SASSA for its 
agreement with several banks, which were directly paying 
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want anybody to somehow infer that these lawsuits and 
their resolution had anything to do with a potential tender 

which could be secured by the state security, the meetings 
and preparation of the tender documents took place in 

sit in on the discussions around the requirements for the 

there needed to be interoperability for electronic payments 
(meaning that it needed to be able to be done within the 

the main reasons that the Constitutional Court declared the 

at a very late stage of the process, it changed the 

rules of the game. All of a sudden people are being 

told they must have biometrics. They were using 

biometrics as the key thing to kill AllPay.266

 One of these advisers was 
none other than Patrick Monyeki, who would later become 

Monyeki was instrumental in how the bid evaluation process 

As was previously noted, Monyeki was allegedly involved in 

 It 
should be noted that during the Inquiry, Magwaza indicated 

to potentially blacklisted individuals / service providers 
270 It is reported that the initial 

contract that was awarded in 2012 while Monyeki was a 
 

271

around unexplained money transfers to SARS’s second-in-

corruption and money laundering has emerged, all tied to a 

Payment Solutions, which appears to have received a 

Credit Solutions, the reasons for which have yet to be fully 
272

appointed in 2014 as Commissioner of SARS by President 
Zuma, even though this is a decision for the Minister of Finance 

Zuma’s Lawyer and the Mega Tender
Tape Implicates Zuma Lawyer in “farcical” Tender. [

Tape Implicates Zuma Lawyer in “farcical” Tender.

 Social Grants Payment Crisis – Everything You Need to Know but Were Afraid to Ask.

Moyane-Era Prisons Tender Referred to SIU. 

270  Inquiry into Social Grants Crisis: 26 January 2018.
271  Moyane-Era Prisons Tender Referred to SIU
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272 Moyane-Era Prisons Tender Referred to SIU

More Questions over Hulley’s Role in R10b Social Grant Tender.
274 

Inquiry into Social Grants Crisis: 02 February 2018 - Part 3.
 Bathabile Dlamini’s Game of Chicken. 

277 Zuma Lawyer Fuels CPS Grants Chaos, “Stressed” Sassa Bosses Land in Hospital. 

to be the main link to Makwakwa regarding the unexplained 

informed that Mathebula would not be able to attend the 

members that in his opinion the issues and questions raised

As has been discussed in detail, Monyeki, as member of 
the MAC and the leader of the technical work stream, has 

274  

presentation to SCOPA on 22 February, where the proposed 

legal cost of the Constitutional Court hearing in 2017), he 

to meet with President Zuma on the Sunday (19 February), 
although cross-examination did not establish the purpose 

 Although there are not many details of 
this meeting in the media, it is alleged that present at the 

 It is believed that it is in this 
meeting that it was decided that a ‘new’ approach would be 

a period of two years and that they would only inform the 

separate legal opinions to approach the Constitutional 
Court regarding the extension of CPS’s services was based 
on an unseen ‘new legal opinion’ that one can only assume 

have taken place outside the formal government structures, 

exchange that took place in a SASSA Executive meeting 

was nothing wrong with him as he is President Jacob Zuma’s 
277

adamant that the SASSA executives were not to interfere in 
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the undertakings of the work streams and presumably the 

Shortly after the media started reporting on these meetings, 

the Presidency released a statement that it had no knowledge 

with government”, the only conclusion possible is that he 
279 All his 

interventions seem to have been to bend the rules in favour 

of CPS, especially with respect to shifting the biometric 

4.3 CABINET SHUFFLE

Betrayal Report
marked the start of concerted efforts by the Zuma-centred 
power elite to repurpose state institutions across a range of 

to capture and repurpose state institutions like Eskom, 

this, it is necessary to consider not only the events which led up 
to the looming deadline of SASSA of 01 April 2017, but how 
the events were being presented to parliament and the public, 

events already discussed, but in a chronological order linking 

came to the conclusion that the proposal set out by the work 
streams (which was supported by the minister) should not 

given the task of developing options for how SASSA would 
be able to take over the payments of grants based on an 

promoted the extension of CPS’s services and the work 

to the heads of the respective departments for deliberation, 
presenting both short-term solutions for SASSA taking over 
the payment of grants in April, with the long-term objective 
of a SASSA system being developed, which would be based 

that his preference was not to allow the contract with CPS 

perspective was to negotiate with all interested banks, 

of electronic payment methods (which would exclude the 

that only the cash distribution grants would then go out to 

procurement processes which would enable SASSA to 

for deviation without the Constitutional Court having been 

was well reported in the media that there was a disagreement 
between the two ministers, which added to the confusion and 
anxiety that was developing regarding the uncertainty around 

activities and discussions in parliament were also contributing 

Inquiry into Social Grants Crisis: 26 January 2018.
279  Correction: The Department of Social Development Did Respond to the Sunday Times.
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to the mix, where one solution would be presented to the 

After much debate and negotiating between and within 

SASSA would, dependent on the Constitutional Court’s 
consent, seek to extend CPS’s services for the period of a 
year in order to properly coordinate a transition of payment 
services from CPS to SASSA and the various other service 

that a report outlining this plan would be drafted and sent 

indicated that she wanted to further consider the solution 

there was agreement by all parties (including SASSA and 

by three separate legal opinions) that SASSA would need to 
obtain consent from the Constitutional Court before it entered 
into any formal agreement which would be needed to ensure 

approach was to adopt the work streams model (including 

SASSA would no longer seek consent from the Constitutional 

this advice, other than a possible knee-jerk resistance to the 
Constitutional Court that has not been friendly when it came 

would make a ruling that jeopardised the payment of grants 

in allowing for an invalid and irregular contract being entered 

which, from an institutional governance perspective, would be 

refuse to allow the deviation (which it most likely would have 

 

then provided Zuma with a relatively legitimate reason to 

In a presentation to the Portfolio Committee on Social 

 It would seem from this 

it 
would not be able to approve the deviation without the 

became apparent that a concerted effort was being made to 

and provide clarity regarding the interim contract 
between 

the negotiations be scrapped and started afresh, subject to 

the 
invalid contract between SASSA and CPS could be 
extended for a year and that in effect resolved the dispute 

2017, just three days after the Constitutional Court handed 
down its ruling on the SASSA debacle, a highly suspect and 
poorly crafted ‘intelligence report’ was presented to the South 
African Communist PartySACP in which it was indicated to 

at 
the time was that there had been a breakdown in the 

 

Minister & SASSA on readiness to implement Constitutional Court ruling. 
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for a fall-out between the pair, the president would have had 

would seem that the motivations given by the president did 

wholly rejected by those who had seen it and the backlash 
that followed has forever changed the political dynamics of 

4.4 SASSA’S SECOND FUNCTION: BLURRING 

THE LINES BETWEEN PARTY AND STATE

“So when the leadership of the ANC takes a decision, 

we all follow. In the ANC you are given orders, you 

implement. If you want to question, you question 

after implementation,” she said, to cheers of “viva” 

from the crowd.281

underlying dogmatic ideology that serves to erase the 
invisible line between party and state that is embedded in 

those avoiding accountability and in effect allows for the 

is these blurred lines between party and state which perhaps 
‘allow’ the political party collective to turn a blind eye when 

establishes an ethical dilemma in that it then also allows the 
Zuma-centred power elite to loot and plunder state resources 

are one of the main motivating reasons why many South 

assistance is a basic human right under the Constitution, 

and precedence is now set in terms of the type and scope 
of social assistance which the state is required to provide by 

can leverage when it comes to drumming up support and 
  

State and Party, Blurred Lines, the 
Public Protector found that SASSA had indeed, on the 
instruction of the then minister, Molewa, organised food 
parcels for the event, which had been organised by the 

actions and SASSA’s involvement to be improper and that 

[t]he utilization of SASSA resources and attendance at
an ANCYL political event by SASSA and Departmental
personnel, which was commissioned by the Minister
through her request to the former CEO, abetted the
ANCYL to achieve its party political objective and thus
creating a conflict of interest and favouritism [....] 
The conduct constitutes maladministration.284

and party activities to ensure that no government organ 
  

A recent report by the new Public Protector found that these 
remedial actions still had not been adequately addressed 

ANC Leadership Race: No Space for Conscience, or Motshekga, in Dlamini’s Women’s League.

South Africa: How the ANC Wins Elections. Review of African Political Economy. 
State and Party, Blurred Lines.
State and Party, Blurred Lines.

Thuli Rocks ANC Votes Party. 
State and Party Funds.
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THE LINES  
BETWEEN THE DOTS

of government established under the Constitution are 

A graphic illustration would be if social grants are not paid 

Since the Constitutional Court ruling on 17 March 2017, 
much has occurred regarding the SASSA take-over of grant 

with little clarity as to exactly how or even if SASSA, now in 
partnership with SAPO, will be able to take over the payment 

a ‘state capture’ perspective, referring in particular to the 
agenda pursued by the Zuma-centred power elite, and 
discusses the broader impact of the ‘state capture’ project on 

5.1 WHAT FUTURES MAY UNFOLD

The Sunday Times

Shezi of conspiring with Magwaza (SASSA 
CEO) and a former lover of attempting to extort money 
from businessman 

Just prior to leaving SASSA on 17 July 2017, Magwaza 
 

 

deviation from the standard procurement process, 
which would allow for provisioning of services between 
and within 

Magwaza signed a cooperation agreement 
between SASSA 

now appointed as acting CEO of SASSA, 
the doors were reopened for the minister to ensure that 
she got what she 

5.1.1 SASSA-Gate 2.0

in ensuring that SASSA takes over the payment 
of grants 

end of October, the panel presented a 
damning report to the Constitutional Court about the 
conduct of SASSA 

copy of the SAPO RFP despite 
requesting it on numerous  

absence of a comprehensive 
implementation plan for SASSA’s stated objectives 
providing adequately for risk management, risk 
mitigation and proposed alternatives should the ‘course 
of action fail or an exit plan in respect of 

291  

 Black Sash Trust v Minister of Social Development and Others: [2017] ZACC 8 (17 March 2017) - Judgment 1.
SassaGate: As Dark Clouds Gather, Bathabile Dlamini Fires Special Adviser Sipho Shezi. 

Sassa Scraps Bathabile Dlamini’s Advisory Teams.

290 Bathabile Dlamini Names Pearl Bhengu Acting Sassa Head.

291 SassaGate Reloaded: Expert Panel and AG Warn of Serious Risk in Future Social Grant Payments.

5



THE LINES BETWEEN THE DOTS

How One Word Can Change the Game: Case Study of State Capture and the South African Social Security Agency60

Alarmed by the report by the Panel of Experts and the 
fact that SASSA had missed four self-imposed deadlines 
for signing a contract with SAPO, SCOPA and the Social 

and SAPO to provide parliament with an update as to what 

As meeting after meeting unfolded, it became clear that 
the disconnect between SASSA and SAPO would require  

following Magwaza’s exit from SASSA, there appears to 
have been a marked turn for the worse in the relationship 

the normal competitive open-bid process, on 24 July SASSA 
issued an RFP for SAPO to submit a proposal, outlining 

assessment, which was undertaken by the Centre for 

to contract it for only one of the four services which SASSA 

292

services (offering a prepaid debit card with a biometric data 

undertake the banking and card body production services 
(as these were actually its core competencies and that these 

that should SASSA only require the development of the 
integrated payment system, this could be better undertaken 
by a different state entity, such as the State Information 

After the two state entities could not reach an agreement, the 
 

representing the IMC on Comprehensive Social Security 
and Minister Jeff Radebe (who by then was the chair of the 
committee, even though it had been announced in March 
that President Zuma would undertake this role) reported back 
to parliament that it had set up a task team to intervene and 

it is unclear who supplied this letter to the MPs, it nevertheless 

to engage and explore options on possible ways to close the 
capacity gap or seek the intervention of the Inter-ministerial 

not appear to have used the CSIR due diligence report in 
reaching its conclusions and recommendations, and that the 

all the history behind the invalid contract between SASSA 
and CPS, caused many of the MPs to raise concerns that 
SASSA was deliberately attempting to delay implementing 
a takeover of payment services, potentially leading to yet 

the debate had already begun as to whether the contract 
with CPS would either need to be extended further or 
would CPS have to be contracted possibly under a different 

The stewardship of the state’s duty in respect of social 

assistance needs to be addressed urgently by relevant 

role players and the measures taken by SASSA so far, 

together with proposed deadlines, are unlikely to 

enable a seamless transition to a new system for the 

payment of social assistance by 01 April.295

its website, which provides great insight into the possible 

been placed on the CSIR’s assessment of SAPO’s ability and 

 

292 

294 

 SassaGate Reloaded: Expert Panel and AG Warn of Serious Risk in Future Social Grant Payments.
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indicates that the requirement for the payment system to be 

is a key point as it has direct implications for understanding 
which payment model SASSA is/was pursuing and in turn 

From SASSA’s response and from what was contained in the 
CSIR report, it can readily be assumed that the work streams 

the provisioning of the integrated payment system to SAPO, 

Inter-operability within the National Payment 

System (NPS), including the utilisation of the ATM 

and retail point of sale network requires for the 

card to be EMV compliant as determined by Visa 

and MasterCard. EMV is the standard as defined 

by the three international companies that provide 

for inter-operability, specifically for international 

transacting. In South Africa PASA has prescribed 

only the EMV standard coupled with a MasterCard/

Visa card to operate within the NPS. Our research 

tells us that countries like Russia, China, and India 

utilise a white label EMV standard that allows for 

local inter-operability without the exorbitant costs 

of international transacting.296

backend of whichever system is adopted for these smartcards 
is a licensed proprietary technology, much like that which is 

authentication on payment cards across the country”,297 

the CSIR report indicated that SAPO (whose current banking 
services operates an open-architecture system connected to 

it would adopt a closed-loop model up until such time as 

than half of recipient transactions currently do not use the 

having proposed a closed-loop solution, the question as 
to why SAPO still was not awarded the card and banking 

in the CSIR report, which raised questions around the 

The bidder is requested to provide SASSA with SDA 
accounts, but the type of these accounts is not clear 
and understood within the context of known forms 
of accounts in the South African banking system [….] 
The rationale behind the need to inspect beneficiary’s 
accounts is not clear, and could potentially force the 
bidder to be in violation of applicable laws in South 
Africa if not fully examined [....] Whilst there might 
be a compelling business case, and tangible benefits 
that SASSA might derive, for collecting transactional 
information from beneficiaries’ accounts, issues of 
legality need to be properly addressed […] 

SASSA also requested, in the RFP, that the beneficiaries 
be issued with a payment card, which is required to 
be a prepaid debit card [....] It is difficult to reconcile 
the need for a prepaid card and SDAs. Technically, if 
SASSA opts for the prepaid card, it would not need 
SDA accounts as the prepaid card cannot be linked 
to an account [….] For large volumes of cards and 
transactions of the scales of SASSA (i.e. 10 million plus 
cards), a prepaid card present a systemic risk for the 
bidder, as it would mean that all 10 million cards 
would need to access the one account holding all 
the funds, potentially bringing the system down.298 

SAPO proposed that each recipient would receive their own 

the current arrangement between CPS and SASSA-branded 

requesting is not an actual bank account, but rather a grant 

for the card to be prepaid, where all grant funds would be 

297 
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held in a single holding account and distributed to grant 

could only really be established as a closed-loop system, to 

Financial Intelligence Centre Act (FICA) registration and 

CPS’s alleged misuse of recipient data, it is terrifying to 
even contemplate what might unfold when there is even less 
regulatory restriction and legal recourse on how recipients’ 

to the personal details of more than 17 million of the most 
vulnerable and economically destitute members within our 
society is a powerful tool to have, particularly come election 

(restricting deductions from grants) could not be applied 

agreement to open individual bank accounts, which are 
299 

SASSA is already establishing a system by which authorised 
deductions take place before grants are transferred to 

CSIR report, however, highlighted that certain requirements in 

the banking service offering from the grant payment model 

access to banking services should not be discarded, and 

law choose to have their grants paid into a personal bank 

which the issues surrounding ‘illegal’ and immoral deductions, 

payment of grants take place via a closed-loop system that 

SASSA should produce its own specialised bank card 

which would include biometric verification for every 

transaction and be able to “enforce spending at 

specific merchants”; “manage/restrict debit orders” 

and “provide protected and unprotected spending”, 

such as barring spending on alcohol.301

As in the previous instance, the limitation on where/how 
recipients can spend their grants will not address challenges 

of social engineering, which may have problematic intended 

restrict where, how, and on what grant recipients choose to 
spend their grant money may be illegal and as yet there is 

constitutional right, and as such placing any restriction or 

5.1.2 The Long Game

was called before parliament to help resolve the impasse 

299 Net1 Wins Case to Allow Deductions on Social Grant Accounts.

Correction: The Department of Social Development Did Respond to the Sunday Times.
Social Grants Payment Crisis – Everything You Need to Know but Were Afraid to Ask.
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facing yet another potential self-created crisis come April 

(Minister in the Presidency for Performance Monitoring 
and Evaluation) was now the chair of the IMC, instead of 
President Zuma, as had been announced earlier th  year in 

agreement had been signed between SASSA and SAPO, 
in which SAPO would play a key role in implementing a 

out all of the functions which it had proposed in its response 
to the RFP, but also caters for other banks to play a more 
prominent role in the distribution of grants and envisions 

general dealers, corner shops, spaza shops, village banks, 
and cooperatives in township and rural areas outside of the 

few details on exactly how the two 
agencies will be taking 

the private banks, to provide 
accounts for grant recipients 

the process of developing the 
necessary technology (similar to that of CPS), with the 
associated card production capacity and does not yet 
have the backend system in place to 

issue of 
managing the physical cash payment distribution 

 It 
remains to be seen what will come of the IMC’s interventions 
and whether or not the agreement between SASSA and 

SAPO will unfold without any controversy or disruptions, 
given the battle which has been waged in the media and in 

with developing and preparing a long-term policy for a 

the release of the document had been delayed for over 

which puts forward a proposal for structural reform for 

proposed changes would include consolidating the various 

also envisages the expansion of Social Assistance for Child 
Support and making Old Age grants applicable to everyone 

add an increased level of complexity to the challenge of 

According to the plans put forward by the work streams, it 
would appear that there was some recognition of this long-
term plan and they had proposed that their model should 
address some of the future requirements laid out in the 

(although not much detail is provided in regards to what this 

determined to implement a closed-loop system, even though 

President Zuma Takes over Reins of Social Security Committee. 

Constitutional Court SASSA Submission: Sapo Agreement
Sassa Wants CPS for 6 More Months. 

Constitutional Court SASSA Submission: Sapo Agreement. 
Sassa Wants CPS for 6 More Months.

Minister Bathabile Dlamini: Tabling of Comprehensive Social Security Document at NEDLAC

 Comprehensive social security in South Africa Discussion document.

Comprehensive social security in South Africa Discussion document
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It is important to highlight that the work stream’s proposal 

for an entire overhaul and replacement of most (if not all) 
of SASSA’s administrative systems, including the legacy 

of an integrated web-based system which would cover the 
entire grant administration and payment system end-to-end, 
from grant applications, to card management, to call-centre 

of the MAC, they were tasked to investigate how SASSA 

have been the long-term planning for the Agency and it is 
unlikely that this extended past the conceptualisation of a 

As previously highlighted, with the close-loop solution based 
 prepaid debit smart 

card technology, SASSA would have to license the backend 

there are several service providers which could provide 

SASSA would also be required to purchase/license thousands 

well as negotiate discounts from merchant chains and local 

require in order to negotiate and manage these contracts, 
as well as the training requirements or the technical support 
which would be required to operate a system like this is also 

The lack of cost justification by SASSA for implementing 

its insourcing proposal is a serious concern.313

5.2 PROTECT THE ELITES 

AT WHAT COST?

in the report by the Panel of Experts, which were appointed 
by the Constitutional Court to monitor SASSA’s progress of 
taking over the payment of grants from CPS come April 

opaque manoeuvrings to favour a particular service provider 
with high-level political connections into the Zuma-centred 

It has been shown thus far that when Zuma’s administration 

took over in 2009, there was a distinct shift in favour of a 

as to whether or not this solution could actually result in 

solution, which is unknown as a full detailed audit of the 

has been ‘saved’ or ‘returned to the state’ as a result of 

total number at the time) being removed from the registry 

reconciled data on grants dispersed and grants not collected 

or an understanding of how many recipients might not have 

is no evidence to prove how effective the new CPS system 

Sassa Still Unable to Give Clarity over Social Grant Payments.

Social Grants Payment Crisis – Everything You Need to Know but Were Afraid to Ask. 

SassaGate Reloaded: Expert Panel and AG Warn of Serious Risk in Future Social Grant Payments
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Comparing the reported cases of fraud, as reported in SASSA’s 

insight as to what the impact of the CPS payment model has 

implies that the number of cases of reported fraud appears 
have more than halved since CPS took over the payments 

to repay the fraudulently paid grants”,

decrease in the amount of money which the state is able to 

also important to point out that the ratio of cases of fraud 

reduction in the number of cases of fraud, there is relatively 
little difference in the number of fraudulent social grants or 

fraud is carried out seems to have changed, but the impact 

CPS system it is also important to consider the costs which are 

there is the matter of the transaction fees, which recipients 

recipient transactions take place using non-CPS compatible 
 all of which incur 

SASSA and SAPO before the 2012 contract with CPS, the 
account with SAPO would include two free withdrawals a 

hairs 
and counting cents, it is important to remember that for 
South Africa’s poorest of the poor every cent counts and 

deductions from grants recipients, which are most 
certainly 

country’s most vulnerable citizens – 
children, the elderly, and 

preventing fraud, has arguably not resulted in any major 

come at a loss, given the associated irregular (and potentially 

exploitation of the country’s most vulnerable, by predatory 

positive socio-economic impact for which grants areintended

SASSA Annual Report 2015/2016.
SASSA Annual Report 2011/2012.
SASSA Annual Report 2015/2016
SASSA Annual Report 2016/2017.

Social Grant Fraud Syndicate Take-Down.
Standing Committee on Public Accounts: SASSA and Related Matter.

Banking & Payments RFI Questions. 

Social Security Agency (SASSA) on Tuesday 31 May 2016.
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bidding processes or potential corruption, there is a greater 
economic cost which comes with the broader macro-economic 

In this particular case it is important to consider the impact 
on and future outlook of the social grants system, where the 
number of people on social grants will undoubtedly continue 

to grow because of the persistence of high unemployment 

people dependent on social assistance with fewer resources 
to meet this obligation and ultimately something will have 
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just about corruption and not limited to only one network 

social compact between the citizens of the country and those 
who were selected to lead by those same citizens, guided 

aspects of the modus operandi of the state capture project, 
in which both formal and informal means are simultaneously 

includes the removal of well-intentioned and effective 
government bureaucrats (who are not willing to fall in line), 
the manipulation of procurement processes to favour a single 
company (by changing just one word), and the commercial 
arrangements of the shadow network (supported or 

might have been avoided if SASSA had an independent 

in other SOEs, this does not automatically resolve issues 
of governance or guarantee that those in power do not 

intervention would be to clarify the roles of the minister / 

stretching across and within all spheres of government and 

has resulted in a situation where a private sector company 
has now monopolised a state function and diminished the 

solution effectively took the social contract, which resided 
between the state and its citizens, and handed it to a for-

also illustrates how, when relinquished to private interests, 
a fundamental state function itself can be repurposed for 

has utilised its role in the distribution of grants, having access 

to the personal data of a market of 17 million poor people, to 

As was detailed in this report, there may or may not have 

investigated allegations of corruption levelled against 

no 
details surrounding the cases or the reasons for deciding not 
to prosecute, but given the wealth of information that has 
emerged since then (in terms of both the SASSA case and 

under the Zuma administration), we would argue that there is 

court cases currently underway, which will undoubtedly 

provide us with a better understanding of how to rectify the 
of 

these is the case brought against CPS and SASSA, by 

case of SASSA (and others) against CPS regarding the 
‘illegal’ deductions from grants, which is to be heard by the 

illegal and to date no individual has been held accountable 
it 

would seem then that this illegal act resulted from pure 
incompetence and it is the same incompetence which could 
then also be blamed for the events which unfolded in the crisis 

establishing a parallel reporting structure which excluded 
SASSA, the minister should arguably be held liable for the 

instituted by the Constitutional Court, the outcome of which 

the people involved and events, which the Inquiry as not 
the 

decisions taken while Ms Peterson was CEO of SASSA 

CONCLUSION 6
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of millions of South Africans by threatening to stop grant 
payments without an alternative, the stark erosion of state 

played, by approaching the Constitutional Court, needs to 

there been no intervention, a likely possible scenario would 
have been that CPS was awarded a new contract, thus 

the various actors/institutions which play a crucial role in 
preventing the rules from being abandoned, are defending 
the Constitution and placing light on the shadows in which the 
‘skeletons
to power and give voice to South Africa’s most vulnerable, in 

•

walk the line of the separation of powers without crossing

it, to ensure that recourse is found to address the failures

of the Executive and ensure that those in power are at

least held to account in terms of their legal obligations,

South African citizens may not have received the grants

on which they so desperately depend, through legitimate

and legal means;

•

which have initiated litigation on behalf of the most

vulnerable and actively partnered and supported the 

government in the development of progressive social 

policy; 

•

who refused to pander to political pressure, dedicate

themselves to serving in the interest of public good,

and spoke out when they witnessed improper acts (or

statements) by those in power; and

•

the news media, such as GroundUp and amaBhungane,

seemingly fading fast from memory, perhaps the most 
important objective of this case study was to serve as a 
cautionary tale, which we need to keep and carry through if 

that when it comes to implementing political ideals of policy 
into practice, the means by which this is done (the what, who, 
and how of implementation) are just as important as the 

is weak, those in power are able to manipulate the means of 
implementation for their own self-interest, often leading to 

those involved to account and not addressing the incapacity 
of state institutions, the tendency to perpetuate the bending 

erasure and replacement of the social compact embodied in 

term, narrated in this report, revealed the consequences of 
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preventing fraud, has arguably not resulted 
in any major 

come at a loss, given the associated 
irregular (and potentially 

exploitation of the 
country’s most vulnerable, by predatory 

positive socio-economic impact for which grants are
intended
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