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19 October 2020 

 

To: Hon. Min. Pravin Gordhan 

 MINISTER OF PUBLIC ENTERPRISES (DPE) 

Att:  Executive Personal Assistant: Ms Busisiwe Sokhulu 

Email: busi.sokhulu@dpe.gov.za  

 

To: Hon. Min. Nosiviwe Noluthando Mapisa-Nqakula 

 MINISTER OF DEFENCE AND MILITARY VETERANS (DOD) 

 Email: nmapisa-nqakula@parliament.gov.za   

Att: Director: Spokesperson: Ms Joy Nonzukiso Peter  

 Email: joy.peter@dod.mil.za  

 

To:  Hon. Min. Tito Mboweni 

 MINISTER OF FINANCE (Treasury) 

Att: Mary Maruno 

 Email: mary.marumo@treasury.gov.za  

 

To:  The Denel Board of Directors 

Att: Office of the Company Secretary 

 Email: ManoloN@denel.co.za  
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To: Denel Acting Group CEO 

 Mr. Talib Sadik 

 Email: talibs@denel.co.za  

 

Honourable Ministers,  

Dear Denel Board of Directors; and  

Dear Mr. Sadik 

 

RE: DENEL (SOC) LTD FINANCIAL STATUS, STRATEGY AND SUSTAINABILITY 

 

Solidarity addresses this correspondence to you on behalf of all our members 

employed by Denel (SOC) Ltd.  Solidarity represents approximately 900 Denel 

employees, and raise our concerns with you, on behalf of our Members employed by 

DENEL (SOC) and in relation to the above subject matter, as a matter of extreme 

urgency.   

 

We included ALL the current stakeholders and roleplayers whose actions impacts on 

the current status of Denel. DPE represents Government’s interests in Denel, the DOD 

are dependant on Denel, as certain sovereign and critical capabilities that the DOD 

are dependant on vests within Denel, and Treasury is responsible for the funding and 

budgetary needs of both DPE and DOD. 

 

Although all communications in the public domain indicates that your ministries 

support each other and Denel, the actions of your ministries points to the opposite, 

namely that all ministries are acting in self-interest and not necessarily in the National 

interest. It seems as though the focus on the bigger picture as it pertains to Denel and 

the defence industry have been lost out of sight.  

 

Denel (SOC) Ltd recently met with organised labour to discuss its financial situation, its 

business plan and strategy to survive its current liquidity challenges during a RTCC 

(Restructuring and Transformation Central Committee) meeting. 

 

What was clear from the presentations from the GCEO and the divisional CEO’s are 

that Denel does not have the means to get out of the current challenges by itself. 
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They need some sort of capital injection. Denel has started a process to claim the 

surplus funds in the Denel Medical Benefit Trust (DMBT) which equates to R500 million. 

We are not sure when this process will be finalised, and the funds be available. 

Treasury promised Denel a recapitalisation of R576 million during the 2020 budget 

speech of which R305 million was already transferred to Denel and R271million still 

remains to be transferred. We are aware of the fact that there seems to be positive 

movement in terms of the conditions that were set for the use of this recapitalisation. 

This will however mean nothing if the recap is not transferred to Denel as a matter of 

urgency.  

 

Employees that are able to (usually those with critical skills that have other 

opportunities) are leaving Denel at an alarming rate.  296 have already left the 

services of Denel of which 116 is from Denel Dynamics. Although the divisional CEO of 

Denel Dynamics stated that many employees indicated that they would return to 

Denel, should Denel be able to sort out its current struggles, we struggle to believe this 

as they did no proper survey and weren’t able to provide any written evidence of 

these claims. This is worrying with regards to National Security as Denel Dynamics, as 

we understand it, is one of the capabilities that the DOD have identified as being 

critical to its sovereign capabilities. It is our view that with 116 technical and 

engineering employees that already left, this capability is already destroyed and that 

the notion by Dynamics divisional management that it can be restored is unrealistic. 

Be that as it may, the divisional management has indicated that Denel Dynamics will 

not survive until March 2021 without a capital injection. Denel Dynamics divisional 

management have indicated that there is an interested party that wants to enter into 

a strategic partnership and that this party would prefer if such a transaction is 

completed before March 2021. The divisional CEO made it clear that whether the 

transaction materialises before March 2021 is fully dependant on the internal 

stakeholders and whether they are able to complete their processes in such a 

timeframe. 

 

Many of the divisions are still not paying full salaries and cannot say whether it will be 

able to pay full salaries in the near future. Denel Land Systems for example has 

indicated that it might struggle to meet its salary obligations until next year. This 

constitutes a unilateral change in the conditions of employment of these employees. 



For most Denel employees, their third-party payments such as PAYE and pension are 

outstanding since April 2020.  

 

The only solution presented during the RTCC meeting, where management engaged 

with organised labour, seems to be the to go into Strategic Equity Partnerships (SEP’s). 

The GCEO indicated that most of the current SEP processes are only exploratory. 

When pushed further he indicated that the processes are further than only 

exploratory, but he doesn’t want to “over promise and under deliver”. This is extremely 

alarming as some divisions as explained above will struggle to survive until March 2021 

and others are uncertain whether they can even generate enough cash to pay the 

nett salary bill. Denel (SOC) Ltd is rapidly imploding, but there are ways to salvage the 

situation if all stakeholders by way of their actions pull in the same direction against 

the limited timeframe. 

 

We support the current plan of involving Strategic Equity Partners to raise capital, but 

we doubt whether you as Government Stakeholders will be able to complete the 

processes and give the necessary approvals to still salvage Denel. 

 

Your track record does not instil confidence. The transaction of selling the Hensoldt 

shares has taken more than 12 months now. This transaction would have made more 

or less R160 million available to Denel. 

 

It is thus our plea that: 

1. The outstanding R271million of the recapitalisation be released to Denel as a 

matter of urgency. 

2. That the DOD leniently considers whether certain capabilities will be 

threatened by selling equity to Strategic Equity Partners as these capabilities 

will be lost in any event if capital is not raised. 

3. That the DOD expedites its processes in considering such applications. 

4. That the DPE expedites any processes where applications are made in terms of 

the PFMA by Denel to go into strategic equity partnerships. 

 

We further demand the following information and clarity: 

 



5. Has the Hensoldt transaction been approved and if so, when and when was it 

communicated to Denel? 

6. Has the board taken a decision regarding the DMBT and if so, what does the 

decision entail? 

7. Has any SEP’s offers been considered and approved by the board? 

8. We want to know whether there are any outstanding actions at DPE that 

impacts Denel’s capability to execute the strategy to inject capital into Denel? 

 

We have until now not received any indication when the outstanding salaries and 

third-party payments that formed part of the court order will be paid and we are still 

actively pursuing the enforcement of such order. 

 

We further intend on declaring a unilateral change in conditions of employment 

dispute in the near future as many divisions have been paying only partial salaries and 

cannot indicate when full salaries will be paid.  

 

We do support the current strategic direction albeit that implementation of many 

actions are more than 18 months late because of the slow pace in decision-making 

from the board and the government’s bureaucratic processes. 

 

We await your urgent response.  

 

 

Sincerely 

 

_________________________ 

Johan Botha 

Deputy General Secretary 

SOLIDARITY  


