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MR HLATSWAYO:   Good afternoon col leagues, and welcome to 

our guest ,  David and Susan, thanks very much for  jo in ing us. As 

we indicated yesterday,  they are going to be addressing us on 

the issue that  we discussed yesterday,  and then I 'm sure that  

they wi l l  be happy to take quest ions f rom you after  that.  5 

Meanwhi le I  wi l l  ask  Susan, to start .   

MS BRIGHT:   Can you hear me okay? Thank you.  Good 

af ternoon, everybody. So, I 'm going to start .  The Hogan Lovel ls 

South Afr ica management team had invi ted us to explain the 

decision to make Hogan Lovel ls,  the arrangement between 10 

Hogan Lovel ls In ternat ional  and Hogan Lovel ls South Afr ica 

which presented in 2013, no longer works for  us,  and why we 

have decided to terminate the cooperat ion agreement between 

our two f irms. 

 So, David and I  met with the whole senior  management 15 

team, so ( indist inct)  appl ied Ms Mer l in here in Johannesburg on 

the 27t h  and the 28t h  of  March to explain face-to- face why we 

had reached our decision.  We explained that  we have clear 

grounds for immediate terminat ion of  our cooperat ion agreement 

of  course, and that th is have been conf i rmed to us by leading 20 

counsel to say that  we’d also taken legal  advice f rom senior 

counsel here in South Afr ica.  

 We reserved our r ights to terminate the cooperat ion 

agreement immediately.  What we explained before issuing a 

formal not ice of  terminat ion, we wanted to hold,  wi thout  25 
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prejudice, discussions about an appropr iate transi t ion per iod so 

that  we could both plan and make appropr iate arrangements in 

terms of our posi t ioning in the market of work with our c l ients,  

our systems and technology operat ions,  and any other forms of  

support  to help you to re-establ ish this of f ice as a fu l ly  5 

independent law f i rm. 

 This was however on a clear understanding that  we had 

the r ight to terminate immediately,  and also to require 

repayment of  our $3.7 mi l l ion loan.  So,  I 'm going to explain the 

reasons for  Hogan Lovel ls  reaching that  decis ion.  David is then 10 

going to talk through the two proposals current ly on the table 

that  have been put  to us by your management team. David and 

I  have author isat ion from the Internat ional  Management 

Committee and the Board of  Hogan Lovel ls to cont inue with our 

previous discussions with you on the opt ion that  you choose. 15 

 So, at  our in i t ia l  meet ing at  the end of  March, we explained 

that  we were looking very hard at  the posi t ion here in South 

Afr ica.  As you know, we had stood by Hogan Lovel ls South 

Afr ica throughout SARS, and NHLS and then  BOSASA. These 

had undoubtedly tainted our g lobal ground.  We had no 20 

conf idence by that stage that th is was the end of the story.  We 

had consistent ly asked for no more surpr ises, and have been 

consistent ly disappointed.  

 So,  consider ing each of  those th ings in turn, in terms of  

damage to the global  brand, as I 'm sure you’ l l  know, we lost  a 25 
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very,  very s igni f icant piece of  work from  AngloGold Ashant i  f rom 

our Durbanvi l le of f ice.  We had to deal wi th mult ip le con quer ies 

over long per iods of  t ime.  We had to deal wi th the press,  not  

only here in South Afr ica very extensively with corroborat ion 

with many of  you,  but also in the UK. We also had to deal 5 

extensively with our regulator,  the sol ic i tor ’s regulat ing 

author i ty in the UK. 

 This was real ly ser ious. The importance of our global 

brand had been made very clear f rom the outset  of  our 

cooperat ion agreement.  In terms of  no more surpr ises,  af ter  the 10 

NHLS matter ,  we, or  I  to ld HLSA senior  management,  there 

could be no more surpr ises.  By that  I  meant that any current  or 

future work that might  r isk negat ive cl ient  or  press comment,  

must  be brought to our at tent ion.  And I  repeated that at  var ious 

t imes,  including July ’s Manco meet ing,  and then I  at tended an 15 

Exco meet ing here in Johannesburg at the beginning of  

September.  But matters cont inued to emerge,  so we had 

( indist inct)  of  Grace Mugabe, and Zuma’s daughter,  but  a lso the 

pol ice matters which we considered extensively,  proved to be 

rather wider in scope than we had understood.  20 

 And then of  course we had Bosasa,  which was the f inal  

st raw, which led to the reconsiderat ion of  our relat ionship 

between the two f i rms. We understand Bosasa is a surpr ise to 

you also, but our point  is that i t  should not  have been. We 

understand Bosasa i tsel f  are being publ ic ly cr i t ic ised in SA, 25 
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throughout  the SIU invest igat ion, so i t  should have been on 

people’s minds as a sensi t ive cl ient .  

 Dur ing af ter th is became publ ic,  HLSA proved to be unable 

to scale the work down f rom Bosasa,  or to provide fu l l  detai ls to 

us,  so the number of  matters,  the descr ipt ion of  the work done, 5 

who have worked on matters,  the amounts bi l led,  the amounts 

held on c l ient  accountants set  forth. 

 The relevant partner who is  no longer with f i rm  managed 

to delete h is emai ls comprehensive agreement again,  so just  

( indist inct ,  noise) partner ( indist inct)  and he fai led to ( indist inct)  10 

appropr iate check of  balance in the use of  t rust  accounts.  There 

is no whist le-blowing way in those involved at  the t ime.  Despite 

them, we understand ( indist inct)  unauthor ised. 

 Pol ice matters have been brought and we were advised 

dur ing the extensive invest igat ions in 2018,  and i t  again goes to 15 

the inabi l i ty to understand the scope of  work being carr ied out,  

and to be conf ident that we at  Hogan Lovel ls Internat ional have 

been told this t rue story,  the ful l  story.  

 We've got  no ( indist inct)  assistance ( indist inct) .  This is 

also highl ighted to us with our concerns were on the fed of  20 

Hogan Lovel ls South Afr ica’s pract ice with that of  the global  

pract ice part  of  behaviour,  systems and controls.  Obviously the 

level  of  c l ients without contro ls in the systems has been 

lamentable,  and we've got  no conf idence that this fundamental  

lack of  respect processes wi l l  be addressed.  25 



MS BRIGHT                               6                           ADDRESSES           
                

14.05.2019  /… 

 The nature of our agreement  means that we and Hogan 

Lovel ls Internat ional  are not in a s i tuat ion where we can control  

a relat ionship which impacts others in our brand,  and i t  s imply 

no longer works for us.  There are a number of  pract ices with in 

South Afr ica which are successful  in their  own r ight ,  that don’t   5 

f i t  wi thin the global business.  There are concerns around 

behaviours as I 've said,  but  speci f ical ly around the trust  

account .  The contro ls around the t rust  account have proved to 

be ser iously lacking. No alarm bel ls were ra ised about  

s igni f icant  sums being deposi ted, or  about payments relat ing to 10 

the Gi l l igan divorce  proceedings,  and there was no 

considerat ion of  t ime of report ing the requirements.  

 We found evidence of  funds being received in February 

2016,  i t  was out  of  the Cold Coal.  They weren’ t  a l located, 

because i t  was no cl ient  matter,  number or  matter.  Repeated 15 

at tempts were made to get informat ion f rom the indiv idual  who 

deposi ted the funds, but i t  was not provided. Subsequent ly a 

request was made by the indiv idual  who deposi ted the funds for  

them to be returned,  and they were by the Johannesburg 

Finance Funct ion,  on the orders of  a partner,  despi te a voice 20 

coming f rom both London and the FICA of f icer  here not to do so. 

 We then had involvement in the acquisi t ion of  a substant ia l  

real  estate property by Grace Mugabe,  who is a sanct ioned 

indiv idual,  and act ing on the purchase of  a property for  ex-

president  Zuma’s daughter ,  who is a pol i t ica l ly exposed person. 25 
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No quest ions appear to have been asked by the source of  those 

funds.  We've also had a cont inued lack of  access to the f inance 

system AJS, which means the key transact ions and informat ion 

are not  v is ib le outside Johannesburg, despi te asking many 

t imes. 5 

 And also we've had conf l ict  issues when Warren Drew lef t .  

I t  became clear that he’d managed to conduct  the ent i re 

Investec ( indist inct)  matter  of f  the system, and the conf l ict  

( indist inct)  and an engagement let ter,  no t ime recorded,  and that  

was only discovered af ter  his depar ture.  10 

 We've conducted a review for  al l  new matters opened 

dur ing a per iod from July 2017 unt i l  the middle of  2018, and of 

those over 1 500 matters,  87 percent of  them had t ime recorded 

in advance of  the date that  the matter  was actual ly opened in 

AJS. And just  to help you understand the signi f icance of  that,  15 

the global average is 80 percent .  

 We were also troubled by disuni ty in the of f ice which 

appeared towards the end of  last  year.  I t  became clear to us 

that  there were increasing levels of  partner bi t terness and str i fe 

and open speculat ion on the market .  That is just  something 20 

we've not  seen in ei ther Hogan Lovel ls ( indist inct ,  coughing) 

very damaging to the brand, both here local ly  and also 

internat ional ly.   But  to have so much of  th is happening in a 

single of f ice,  caused us great  worry and has forced us to look 

very hard at  our commitment.   25 
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 Given al l  of  the above, we explained in that  f i rst  meet ing 

that  we had now lost  fa i th in the abi l i ty of  Hogan Lovel ls South 

Afr ica to operate successful ly as part  of  Hogan Lovel ls,  even 

though they are not being f inancial ly integrated, and also 

causing fur ther damage to our brand.  5 

 So, we explained that af ter lengthy del iberat ions, our 

Internat ional  Management Committee and our Board had 

decided to terminate the cooperat ion agreement and ceasing 

this legal  operat ion in South Afr ica, was the only way to protect 

our brand in the wider Afr ica and global markets.  We reached 10 

this decision with great reluctance, but we concluded that we 

had run out of  road.  We decided we needed to d istance 

ourselves f rom fur ther ongoing reputat ional  harm that  might 

emerge over the coming months and years,  and to be able to 

say to people that  we've taken the ul t imate decis ion,  however 15 

painful  for  us too, to protect  our business,  our brand and our 

c l ients.  

 Over the last  f ive or  more years,  we've made extensive 

commitments here to Hogan Lovel l  South Afr ica,  including the 

loan of 3.7 mi l l ion on very favourable terms; a considerable 20 

investment in infrastructure,  and signi f icant amounts of  senior  

management t ime and support  for  senior  members of  the 

business here.  Concerns about the excessive amount of  

manangement t ime,  has been and would need to be spent  on 

what  is a relat ively smal l  part  of  the global  pract ice,  was also a             25 
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factor in the ( indist inct)  Board’s decis ion, al though obviously not 

ground for  immediate terminat ion.  We also at the end of  that  

meet ing explained that our intent ion was to keep the global 

business service centre here running smoothly,  given that SA is 

core part  of  the global  f i rm. 5 

 This decis ion is f inal .  The members of  your management 

team have tr ied to persuade us otherwise, but  I  need to make 

clear the decision is f inal .  I  am now going to hand over to David.  

MR HUDD:   Can everyone hear me? Okay, so I 'm David Hudd, 

I  am the Deputy-CEO of  Hogan Lovel ls.  I  understood you said 10 

I 'm going to t ry and explain the opt ions that are before you 

today,  and also how they arose.  So from the meet ing we had in 

South Af r ica the end of  March, the HLSA senior  management 

team that ’s in ( indist inct) ,  Cl ive ( indist inct)  together wi th Wessel 

came over to London the fol lowing week at  their  request  to 15 

cont inue the without prejudice discussions. Those meet ings took 

place on the 3rd and 4 t h  of  Apr i l .  The in i t ia l  response of  your  

management team, was that  i f  we terminated the cooperat ion 

agreement,  you would,  or  HLSA would put i tsel f  into voluntary 

l iquidat ion given the last  partner  standing provis ions of  your  20 

partnership agreement.  That would clear ly be disastrous for 

HLSA par tners,  because i t  wi l l  crystal ise l iabi l i t ies,  and i t  would 

also be very damaging to the reputat ion of  Hogan Lovel ls.  

 So, two of  the suggest ions were put to us by HLSA. First  

of  al l  was Hogan Lovel ls taking complete control  of  the ent i re 25 
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HLSA f i rm. We rejected that,  because i t  wouldn’ t ,  i t  would 

involve us taking on al l  your l iabi l i t ies,  and also would enable 

us to distance ourselves f rom the reputat ion issues that Susan 

spoke about .  

 The second proposal wi th some of your partners which are 5 

in Hogan Lovel ls,  to form a ful l  f inancia l ly  integrated Hogan 

Lovel ls operat ion in South Afr ica,  and the rest of  your partners 

would carry on with an independent South Afr ican law f i rm.  

There’s no detai l  on that ,  but  we've made i t  c lear that  we were 

would be consider ing that proposal,  provided i t  was proper ly 10 

prepared by your management team in conjunct ion with Exco 

that  they were conf ident  i t  could be del ivered and i t  wi l l  set  out 

in detai l  who would be in each f i rm; how the l iabi l i t ies would be 

apport ioned, and how each ent i ty would be f inancia l ly v iable.  

 So, we had a fur ther set  of  meet ings the fol lowing week on 15 

the 11t h  and 12 of  Apr i l ,  again in London.  We went through the 

two opt ions that are now going to be before you. The 

management team has subsequent ly produced some more 

informat ion, and we've had a couple of  v ideo conferences in 

ear ly May. 20 

 Before we travel led here, we took the temperature of  our 

IMC Board,  and they are ful ly support ive to us discussing both 

these opt ions with you. So I  th ink real ly the onus is on you now 

to decide which way you want  to go.  Before I  go into those 

opt ions, let  me explain a bi t  about the f inancia l  and operat ional 25 
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support  that  we are prepared to of fer  to t ry and make this a l i t t le 

bi t  easier .  First  of  al l ,  we've of fered to suspend repayment of  

the $3.7 mi l l ion loan we made to HLSA. So that  debt would be 

assumed by the South Afr ican law f i rm in ei ther scenar io,  but  

we wouldn’ t  require repayment as long as the South Afr ican law 5 

f i rm cont inue to operate.   I f  the South Afr ican law f i rm became 

insolvent ,  we would have a r ight  to prove in the insolvency along 

with al l  other unsecured credi tors.  So that  is the f i rst  aspect .  

 The second aspect  is,  we’re prepare to lend the South 

Afr ican law f i rm a fur ther $2.3 mi l l ion which wi l l  retain the 10 

medium term loan faci l i ty  you’ve current ly got  with Standard 

Bank. That  wi l l  be an arm’s length loan,  the interest wi l l  be on 

more favourable terms than Standard Bank are current ly 

of fer ing,  because the interest  would be to ( indist inct)  f lat  rather 

than ( indist inct) .  We would require each partner in the South 15 

Afr ican law f i rm to jo int ly ( indist inct)  guaranty that  loan.  So i t  

wouldn’ t  just  be an obl igat ion with the f i rm, an obl igat ion with 

your partners.  

 We would have l iked to ( indist inct)  to that people,  so we 

( indist inct)  into the f i rm as ( indist inct)  We understand you’ve 20 

already got  the ( indist inct)  prof i ts,  and also that ’s not real ly the 

pract ice in the South Afr ican market ,  so that ’s why we’re asking 

for  the joint  of  several  guarantee.  

 The third thing we’ l l  be doing,  is we would assess the 

South Afr ican f i rm to renegot iate the terms of  i ts leases, and I ’ l l  25 
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speak a bi t  more about  how that would work in ei ther scenar io,  

and f inal ly the two f i rms would have and informal,  non-exclusive 

referral  arrangement with each other.  So the f i rst  of  the two 

opt ions before you is bi furcat ion,  and that would involve up to 

ten partners jo in ing Hogan levels which would set  up Zone 3 5 

f inancia l ly integrated of f ice in Johannesburg. 

 The HLSA management team has ident i f ied a group of 

potent ia l  partners.  We've looked at  the l ist .  I f  the HLSA partners 

prefer  th is opt ion, we’ l l  approach those partners indiv idual ly,  in 

fact ,  Susan and I  are staying here unt i l  tomorrow evening for  10 

that  reason, and we t ry and ascertain i f  those indiv idual  partners 

are interested in jo in ing Hogan Lovel ls and to discuss the 

process.  

 I f  we were to go that  route because you’ve chosen i t ,  we 

would use an accelerated version of  the process that  we have 15 

in p lace for  a l l  partners jo ining Hogan Lovel ls.  So that  would 

involve the complet ion of  a quest ionnaire by each partner on 

their  pract ice, i t  would involve the preparat ion by us of  a 

nominat ion paper,  there’d be subl imated interv iews with key 

Hogan Lovel ls partners,  and then that the approval,  an approval  20 

process by the IMC, by the Board and ul t imately by the whole 

Hogan Lovel ls branch,  because al l  partners jo in ing Hogan 

Lovel ls,  have to be approved by the whole branch. 

 Those HLSA partners not jo in ing Hogan Lovel ls,  would 

form their  own independent f i rm, and they’d benef i t  f rom the 25 
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f inancia l  operat ion support I  ta lked about ear l ier .  But in 

addit ion,  we Hogan Lovel ls  would be assuming some of the 

of f ice space current ly operated by HLSA, so that  would reduce 

the l iabi l i t ies of  the South Afr ican f i rm. And I ’d l ike you to note 

that  they’re only consider ing this opt ion,  because i t ’s been 5 

proposed by HLSA management,  and we won’t  pursue i t  i f  i t ’s  

not approved by the HLSA partner.  So in other words,  there’s no 

intent ion to approach indiv idual  partners in t ry ing to persuade 

them to jo in us.  I t  has to be the ( indist inct ,  background noise) 

 The other opt ion ( indist inct)  is a stand-alone independent  10 

law f i rm opt ion, and that would involve HLSA cont inue with a 

stand-alone f i rm with no one jo ining Hogan Lovel ls,  and Hogan 

Lovel ls not  having i ts  own independent of f ice in South Afr ica.  

The South Afr ican f i rm in that scenar io would have th is benef i t  

of  the f inancia l  operat ional  support  I  ment ioned ear l ier ,  a l though 15 

obviously,  because we won’t  be taking any ( indist inct) ,  we would 

be reducing the l iabi l i t ies of  the South Afr ican f i rm. 

 And I 'm just  saying to you, when you are analysing this 

opt ion compared with the bi furcat ion opt ion,  I  th ink you need to 

consider whether partners who might  have joined Hogan Lovel ls  20 

in the bi furcat ion opt ion, would opt to stay in this stand-alone 

f i rm, or whether they might move to another f i rm with a more 

internat ional  focus.  That ’s,  as I  say,  something for  you to th ink 

about .   In ei ther case we would retain the global business 

services centre in Johannesburg.  So,  in conclusion,  those are 25 
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the two opt ions which the HLSA management team have 

proposed to us, and which we are prepared to consider.  

 We don’t  want  to t ry and inf luence your decision,  but  i f  

you're unable to reach a decis ion in a t ime and fashion,  we’ l l  

obviously have to just  terminate the cooperat ion agreement and 5 

then work with the HLSA management team to organise an 

order ly disengagement.  I f  you are able to reach a decis ion, we 

would aim to agree detai led terms by the end of  May, with 

c losing to fol low as soon as pract ical  arguments.   As I  

ment ioned,  Susan and I  are here al l  day tomorrow, and ready to 10 

fol low up depending on which way you decide to go. 

 So that ’s a l l  Susan and I  were proposing to say by way of 

an explanat ion of  why we’re here and what  we’re proposing,  but  

we are very happy to take your quest ions.  Any quest ions? Ja? 

FEMALE SPEAKER:  David,  so I 'm ( indist inct)   15 

MR HUDD:   Ja.  

FEMALE SPEAKER:  ( Indist inct)  scenar io… 

MR HUDD:   Yes. 

FEMALE SPEAKER:  ( Indist inct)   

MR HUDD:   Ja,  but  I  mean,  just  to be clear,  the bi furcat ion 20 

opt ion is an easier  negot iat ion,  because obviously we are taking 

some of the space.  And I  th ink the idea of your management 

team, is that  by of fer ing a longer lease,  you might  get  the 

landlord to take some of the space back, but we would si t ,  at  

least s i t t ing alongside you.  Even in the go-alone opt ion we’d do 25 
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that ,  but obviously we’d have less leverage,  because we 

wouldn’ t  be taking any of  the space ourselves. Any other 

quest ions? 

FEMALE SPEAKER:  Sorry,  I  have another.  

MR HUDD:   Yeah. 5 

FEMALE SPEAKER:  The ( indist inct)  your c laim ( indist inct)  the 

remaining f i rm, we understood you today,  and I 'm sure that  

( indist inct) ,  but  you are as prepared as we are that  the 

remaining f i rm ( indist inct)  i f  that is f inancial ly  v iable.  Can I  just  

ask,  are you re lat ively comfortable ( indist inct)  have been given 10 

to you,  that  both of  you are looking at  f inancial ,  because I  know 

( indist inct)  i f  I  understand correct ly,  assume that  something 

( indist inct) .  Are you concerned about  that,  or  are you here 

because you are re lat ively re laxed that both could be viable? 

MR HUDD:   I  th ink,  as I  say, i t ’s for you to decide which opt ion 15 

you want  to go wi th.  We have got  ourselves comfortable with 

both.  I  have to say, I  th ink,  that  the bifurcat ion opt ion is probably 

an easier  one to implement in the sense that you haven’t  got  the 

danger of  people here,  I  ment ioned that  ( indist inct) ,  but i t ’s  for 

you to decide that.  I  mean,  I  can’ t  g ive you a kind of ,  being 20 

over ly legal ist ic and wrap a warranty about  i t ,  but we've seen, 

and we can get ourselves comfortable with ei ther scenar io,  and 

we are prepared to of fer the same degree of  f inancia l  operat ion 

support  in ei ther scenar io.  But  I  think i t  is for  you to decide 

which way you want to go, but you do need to ascertain that r isk 25 
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of  people leaving in the stand-alone opt ion.  Any other 

quest ions? Okay, thank you.  

MR HLATSWAYO:   Thank you,  guys.  Thank you, col leagues.  

MEETING ADJOURNS  

  5 

 


