











accounting scandal. It is a warning that |
South Africa’s governance framework exi
on paper, but too often fails in practice
the cost is being borne by workers, pg

and the market at large.

hen the fraud came
to light in 2019, the
scale of damage was

staggering. Tongaat Hulett was
forced to restate its financial
results, wiping about R12-billion
off its value and exposing a
debt burden of more than
R6.6-billion. The immediate
question was who was to
blame? Forensic investigators
would eventually point to senior
executives who, between 2015
and 2018, had manipulated
and backdated land sale
agreements to artificially inflate
profits. The answer, in other
words, seemed straightforward:
a handful of bad actors.
Governance practitioner
and CGISA student Bethel
Madida is not satisfied with

that answer. “Corporate
governance failures rarely
announce themselves loudly
at first,” he says. “They creep
in through small compromises,
unchecked authority, and
blurred accountability until they
erupt into full-scale crises.”

Seven years on, Tongaat
Hulett remains in business
rescue, teetering on the brink
of liquidation with thousands of
jobs still at risk.

When Oversight becomes
Symbolic

South Africa’s King IV™
framework is built around a
Clear separation of powers
between shareholders, boards
and executives. In theory, these
checks and balances should

BETHEL MADIDA

When executives control the ow of
information and boards lack the tools,
independence or scepticism to interrogate
it, oversight becomes “symbolic rather than
substantive”

prevent abuse. In practice,
Tongaat Hulett shows how
quickly the lines can blur.

A PwC forensic investigation
commissioned in the wake of
the scandal found evidence
of a “culture of deference” in
which executives operated
with limited challenge and
questionable practices
which went unchecked over
several years. It was not
that executive conduct was
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hidden so much as never
interrogated. This, Madida
argues, points to a structural
problem rather than an
individual one.

“Boards are tasked with
oversight, yet they often
rely heavily on information
provided by the very
executives they are meant
to supervise,” he explains.
“When executives control
the flow of information — and
when boards lack the tools,
independence, or scepticism
to interrogate it — oversight
becomes symbolic rather than
substantive.”

The board, though, was
not the only safeguard that
failed. What about external
auditors? Madida believes the
Tongaat Hulett case illustrates
the limitations of expecting
auditors to function as primary
watchdogs. The group’s
manipulation of land sale
agreements was sophisticated
enough to pass through
multiple reporting cycles
without triggering formal audit
concern.

“‘Auditors operate within
defined scopes, rely on
sampling methodologies and
depend on representations
made by management,” he
says. “When underlying data
is deliberately manipulated,
audits can fail to detect
deeper issues.”

Further, auditors are external
and periodic. “Expecting
them to function as primary
watchdogs is, at best, optimistic
and, at worst, negligent.”

A Societal Issue, Not Just a
Market One

At its peak, Tongaat Hulett
supported thousands of
workers, smallholder farmers
and suppliers. Its decline

has had ripple effects across
regional economies in KwaZulu-
Natal and beyond. Pension
funds lost value. Retirement
savings were eroded. Entire
agricultural supply chains were
destabilised.

“This is where governance
failure becomes a societal
issue,” Madida says.

Tongaat Hulett, however, is
not an isolated example. It is
part of a pattern that includes
other high-profile collapses on
the JSE that have progressively
eroded confidence in South
Africa’s capital markets. Each
incident makes the next harder
to dismiss as an oultlier.

What Needs to Change
Madida’s prescription is not a
new framework. It is a different
relationship with the ones
that exist. He argues for a
stronger, more independent
layer of governance oversight
— independent governance
practitioners, enhanced
whistleblowing systems, and
more proactive regulatory
enforcement — that operates
in real time rather than
retrospectively.

More fundamentally, he
argues that governance cannot
be reduced to a compliance
checklist. “Corporate
governance is often treated
as a compliance exercise,” he

says. “Tongaat exposes the
danger of this approach.”

Effective governance, in his
view, must be behavioural -
grounded in ethical leadership,
active scepticism, transparent
information flows and
enforceable accountability.

“The collapse of Tongaat
Hulett is not just a story of
corporate misconduct; it
is a reflection of systemic
governance weaknesses
that persist within the JSE
ecosystem,” says Madida.

“If those weaknesses persist,”
he warns, they risk becoming
a “ticking time bomb” for the
market, one that will affect not
just shareholders, but millions
of South Africans whose
savings and livelihoods are tied
to the health of the companies
listed on the JSE.

Madiida is completing his LLB,
having previously obtained a
Diploma in Law. He has built
practical experience across
legal, contract management
and governance environments,
working as a contract and
process administrator at Artisans
in Motion and pre-viously as a
Jjunior legal associate at Signa
Group, where he was involved
in contract drafting, statutory
registers, and board processes.
He has also gained experience
in conveyancing at Adams &
Adams. His particular interest
lies in the practical application
of governance frameworks such
as King V™ and the gaps in
implementation that affect JSE-
listed organisations.
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