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SCOPA REVIEW OF 2015-2016 IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE  
 

 

 
1 UNAUTHORISED EXPENDITURE  R167 million 
 
1.1 The department incurred unauthorised expenditure of R167 million due to the difference between the exchange rate projections used 

when the department compiled its budget and the actual foreign exchange rate when processing payments. The department initially 
projected a shortfall of R1.3 billion and National Treasury granted approval to the amount of R720 million, which resulted in the 
department experiencing a projected budget shortfall of more than R600 million based on a Rand/Dollar average exchange spot rate 
in August 2015. The department subsequently revised its operations to cap the expenditure, which only resulted to R167 million being 
unauthorised. 

 
1.2 Table 1 below illustrates the exchange rate projections used for budgeting which on average have been around R9, 29 to the USD for 

the past 3 financial years, whilst table 2 illustrates the average spot exchange rates (actual rates) used to reporting the expenditure at 
around about R12, 30 to a USD. Table 4 shows how the budget of the department was affected including the reported expenditure.  

 
1.3 In all material aspects DIRCO engaged with the National Treasury to cover the foreign exchange losses as follows: 

 2013/14 was R150 million;  

 2014/15 was R350 million; 2015/16 was R720 million and 

 R950 million in 2016/17.  
 
The additional funding provided by the National Treasury in terms of percentage is indicated in table 4 above. There was an understanding 
with the National Treasury that the assessment will be done on yearly basis for the performance of the Rand and the additional funding will 
only be provided during the adjusted estimate process. 

 
Foreign exchange rate  
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New 
Forex 

Forecasts 

Projected budget exchange 
rates (R/FC)  New 

Forex 
Forecasts 

Average spot exchange rates 
(R/FC) 

2014/15 2015/16 2016/17  2014/15 2015/16 2016/17 

US$ 9,36 9,27 9,24  US$ 10,12 12,07 14,64 

Euro 11,80 11,76 11,78  Euro 13,58 13,10 16,45 

Pound 14,20 14,11 14,13  Pound 16,11 18,09 20,32 

Jyen 0,09 0,09 0,09  Jyen 0,10 0,10 0,14 

Sfr 10,13 10,07 10,04  Sfr 11,05 12,31 15,05 

Table1      Table 2    

 

 

 

        

         

New 
Forex 

Forecasts 

Variance - exchange rates 
(R/FC)  New 

Forex 
Forecasts 

Percentage - exchange rates 
(R/FC) 

2014/15 2015/16 2016/17  2014/15 2015/16 2016/17 

US$ -0,76 -2,80 -5,40  US$ -8% -23% -37% 

Euro -1,78 -1,34 -4,67  Euro -13% -10% -28% 

Pound -1,91 -3,98 -6,19  Pound -12% -22% -30% 

Jyen -0,01 -0,01 -0,05  Jyen -11% -10% -35% 

Sfr -0,92 -2,24 -5,01  Sfr -8% -18% -33% 
Table 3       Table 4 
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2. IRREGULAR EXPENDITURE  
 

Incidence: Competitive bidding process not followed  

Company 
involved 

Amount 
involved 

Description Actions taken 

BT 
Communicat
ions                 

R170 million 
 

In terms of the Bid Evaluation none of the companies met the criteria. 
However the Departmental Bid Adjudication Committee did not consider 
the recommendation of the Bid Evaluation Committee to cancel the 
tender, and they went on to evaluate the tender themselves which was 
outside of their mandate, which is only to adjudicate. 
 
Therefore the award of the bid did not comply with the SCM Prescripts 
and the  Preferential Procurement Regulations, 2011 

A preliminary investigation 
was conducted by the Internal 
Audit unit to determine 
whether the expenditure meet 
the definition irregular 
expenditure and it was 
confirmed as such and a 
further recommendation was 
made that a full investigation 
by an external investigator be 
conducted to determine 
whether an official/s is liable in 
law for the irregular 
expenditure and that the state 
did not suffer any loss or 
damage as a result of the 
irregular expenditure 
incurred. 

 
An external investigator is 
currently conducting the 
investigation. 

Price 
Waterhouse
Coopers 
(“PWC”) 

R 2.1 million The functionality evaluation was not done according to the criteria 
published in the bid documents and the Departmental Bid Evaluation 
Committee disqualified/eliminated bidders that scored the minimum score 
for functionality from further evaluation process/awards on the basis that 
were not part of the bids evaluation criteria. 
 
Then the Departmental Bid Adjudication Committee did not consider the 
recommendations of the BEC where ssuppliers who scored the highest 
points were disqualified based on requirements that were not in the 
original terms of reference. 

VW SA       R 789 000                                                                         
 

Quotations were obtained from five (5) companies in accordance to the 
Transversal Contract RT57 
 
Then the Departmental Bid Adjudication Committee did not consider the 
recommendations of the BEC and approved the award to VW (SA) and 
not Hyundai (SA) due to the high profile of the people using the vehicles. 
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Incidence: Extension of contracts without inviting competitive bidding  

 Company 

involved 

Amount 
involved 

Description Actions taken 

Dimension Data R142.0 million 
 

Competitive bidding processes were performed for before the 
extension of these contracts, however, the processes were 
generally not started on time resulting in the delays or 
challenges to conclude the awarding of the contract i.e. 
challenges encountered during the bid evaluation processes 
could have been avoided if the competitive bidding process 
was started on time.  This was mainly due to poor planning 
and poor contract management. 
 

A preliminary investigation 
was conducted by the Internal 
Audit unit to determine 
whether the expenditure meet 
the definition irregular 
expenditure and it was 
confirmed as such and a 
further recommendation was 
made that a full investigation 
by an external investigator be 
conducted to determine 
whether an official/s is liable in 
law for the irregular 
expenditure and that the state 
did not suffer any loss or 
damage as a result of the 
irregular expenditure 
incurred. 

 
An external investigator is 
currently conducting the 
investigation. 

Frasers 
International 
Removals 

R84.0 million 

The Sound Ideas 
Factory 

R 811  thousand 

Faranani Chauffer 
Drive 

R4.6 million The department initially had a two year contract with the 
service provider.  After two years, the contract expired and 
was not renewed by either of the parties.  However, the 
Faranani Chauffer Drive continued rendering the services to 
the department, and the department continued paying for 
the services without a signed contract 

Reakgona 
Commercial & 
Industrial Hygiene 

R1.3 million  
 
 
The market was not tested, through the invitation of 
quotations or bids before extending the contracts, as 
required by Treasury Practice Note for the following 

 

Super Cleaning 
Services/Shanela 
Cleaning Solutions 

R1.3 million 

Occupational 
Travel Mobile 
Clinic 

R2.6 million 
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3.  FRUITLESS AND WASTEFUL EXPENDITURE 
 

Incidents Amount  Description Actions being taken /taken 

Rental payment for 
new office 
accommodation: 
Chancery- Luanda, 
Angola 

R2 467 650 The amount paid to the new 
Chancery is classified as fruitless and 
wasteful expenditure as the mission 
is paying for it and is unoccupied. 

An internal audit investigation is being undertaken 

Rental payment for 
official residence  - 
Luanda, Angola 

R1 809 500 The mission paid lease rental amount 
during the period 01 July 2015 to 15 
December 2015 even though it was 
unoccupied. 
 

DIRCO could not terminate the lease  due to the 
difficulties in finding accommodation,  therefore no 
action was taken 
DIRCO was still waiting for the agrément  to be 
issued by the Angolan government before the 
Ambassador could be transferred.  . 

Maintenance of the 
property and 
municipality utility: 
Berne, Switzerland 

R438 931 The property has been left 
unoccupied/vacant since 1996 (20 
years) and has remained on the list of 
properties earmarked for disposal for 
a number of years and costs for 
maintaining the property and the 
municipality utility charges is being 
continuously incurred by the mission.  

The Department does not have a mandate to 
dispose of state property.  In the circumstance, it is 
expected that the promulgation of the Foreign 
Service Bill will allow DIRCO to engage in disposal 
activities. 
State Land Disposal Act of 1961 authorising only the 
Ministers of Public Works and Land Affairs to 
dispose of state owned properties. 

Rental payment for 
2 officials – 
Caracas, 
Venezuela 

R201 239 Rental payments were made for the 
period beyond the transferred 
officials’ tour of duty. These rental 
payments were for two separate 
accommodation costs for officials 
who left the mission on 15 December 
2015.  

Due to the challenges in finding accommodation in 
the country, the leases had to remain active until the 
new incumbents have arrived in the mission, 
therefore no action. 

Ambassador's air 
ticket and penalties 
– Juba, South 
Sudan 

R14 199 
Payment for Ambassador's air ticket 
to Kenya and penalties: special 
envoy support team. 

The Ambassador was to travel with the special 
envoy, who on numerous occasions had to change 
their travel plans due to the unforeseen 
circumstances and the Ambassador had to amend 
his itinerary as well, therefore no action. 
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