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17 February 2021
PC International Relations and Cooperation
While the Portfolio Committee has stressed that it does not wish to interfere in the internal affairs of the Department, it reported that it was however of concern that it had to learn through the media that the Minister has placed Mr Kgabo Mahoai, the current DG, under precautionary suspension, especially when it was said to have been linked to the recommendation of Parliament. The Committee’s understanding was that the procurement of the New York project was concluded before the current DG became the Head of DIRCO.

In August 2019, the Portfolio Committee undertook an Oversight visit to the headquarters of the Department in Pretoria. It is during this occasion that the Committee received a detailed report on the project from the departmental management. The Auditor-General’s 2017/18 management report on the audit of the New York project was also presented to the Committee. The report showed that irregularities were identified in the awarding of a tender for the procurement of land for building suitable and sustainable office and accommodation for the two New York Missions.

The AG’s report specifically referred to the documentation that showed a trail of approvals. For example: Minutes of the 10th May 2016 of the Bid Adjudication Committee showed that the recommendation for the appointment of the service provider was approved by CFO of Dirco as Chairperson. The CFO wrote, on 16 May 2016, a letter to the former DG requesting for approval of the appointment of a service provider for New York project which he subsequently approved.
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It then transpired that a year later in March 2017 the current DG (now suspended) entered into a legally certified Project Preparation Agreement with the appointed service provider, who by then, had become a Development partner in terms of the Public Private Partnership (PPP). We were informed that in terms of that agreement, the Department would make a pre-payment of R117, 720 million (rounded off to R118 million), towards initial steps including deposit for the land, designs of the building and other administrative matters. The Department paid the said amount at the end of March 2017.

The irregularities identified by the Chief Procurement Officer in National Treasury and the Auditor General, under which the Bid Committees and former DG awarded and signed off the tender in May 2016 are as follows:
A. The Tax Clearance Certificate submitted with the bid is not in the name of the company who was ultimately awarded the contract.

B. The latest annual financial statements submitted by the winning bidder were not audited as required by the responsive criteria in the tender documents.

C) The company who the bid was awarded to, is not the same company who submitted the bidding documents.

D) The company that won the tender failed to disclosed that they are in a joint venture with the others bidding on the Standard bid documents.

E) The evaluation criteria on functionality by DIRCO in the bid document only provided for the weight but not values. Despite this, values were used during evaluation process.

F)  The square metres for the residential accommodation as per the terms of reference do not agree to the square metres approved by the accounting officer. The initial contract was for 20 000sq meters, but the former DG signed a document for 40 000sq meters.

Based on the findings above, the Auditor General’s report issued in July 2018, recommended that the Department should include the amount of R118 million that has already been paid, in the irregular expenditure register and disclose it in the Annual Financial Statement note. This is where the irregular expenditure relating to the New York project took effect.

In December 2019 as public representatives, and desiring to assess the situation themselves, the Committee resolved to undertake an oversight visit to New York. One of the focus areas was to establish whether there was a physical land parcel for which the R118 million had already been paid. On arrival on the project site, the Committee found no vacant land parcel that the Department had been saying it is buying, only a dilapidated red brick building standing empty.

The former Permanent Representative to the UN Mission (also former DG), did not make time to meet the Committee while in New York, despite the fact that he was aware the committee delegation was coming. He was reported to be on leave and he was absent without tendering an official apology to the Committee. This was found to be very disrespectful of the work of the Committee. Nonetheless, the Committee focused on doing its work.

The interest of the Committee on the former DG, was because it was established that the New York project was actually initiated and finalised during his tenure as Director General, who awarded the tender and signed it off before the expiry of his contract on 31 May 2016, with all its irregularities.

While in New York, it was also reported that officials from the Head Office, the CFO and the Chief Director: Property Management, used to jet in and out of Manhattan and hold meetings with estate agents responsible for acquiring the non-existent land, without involving the Mission. Even during the Committee’s visit to Dirco in August 2019, the top management, including the current DG when he was still DDG, reported that they were never informed about anything related to this project.

On return from New York, the Portfolio Committee drafted its Oversight Report to New York which was adopted on 4 March 2020. The report was only able to be adopted by the National Assembly on 4 November 2020, unanimously. The adopted report by the National Assembly, was referred to the Department on 9 November 2020 for necessary action. The Committee is awaiting Departmental responses.

Recommendation 12.13 of the mentioned report thereto, stated that the proposed action was for the immediate recall and investigations of the role played by the former DG, Amb Jerry Matjila in the issue of New York procurement. This was against the background of the fact that the posting of the former DG in New York was coming to an end in June 2020.

The Committee noted with concern that despite the hint to the Department after March 2020, the former DG’s contract in New York was extended for a further six months with no action to hold him accountable for the irregular procurement of the New York project while he was still an employee of the Department.

The Committee has recommended that all involved in wrongdoing be subjected to consequence management.

It was the view of the Committee that the seemingly irregular processes on the procurement in New York, pose a serious reputational risk to the image of the Department and that of the Republic of South Africa.

The Committee was informed by the Department that a court process was underway, to set aside the contract as it is irregular, so that the money paid can be recovered. To date, the Committee is not yet privy to what has happened with the court processes. The matter was said to be sub-judice and the Committee respected that.

The Department has not yet responded to the Committee’s recommendations in the Oversight report. In its recent briefing, the Department reported that it has commenced with the implementation of consequence management in respect of all irregular expenditure and would report back to the Committee at the appropriate time.

The Committee was not able to ask questions to the former DG on his role in the pilot project as he was unavailable when the Committee arrived for oversight in New York. The former DG has not yet appeared before the Committee, it was learnt that he arrived back on 16 January 2021, at the end of his tour of duty and he is in retirement.

The Committee had requested a briefing in September 2020. The matter was said to be sub-judice, and the Committee respected that. It is not clear whether the precautionary suspension of the current DG is part of the implementation of the Committee’s recommendations.

Oversight questions
The Committee is yet to be briefed on the outcome of the court case, if any. It is not clear whether the precautionary suspension is perhaps linked to the outcome of the court case. The court application was initiated by the current DG based on legal advice obtained from a Senior Counsel.

How the precautionary suspension is related to the recommendations of the Oversight Report?
What action is to be taken against the former DG taking into consideration that he is now on retirement? Specially because it does not mean one is immune from the long arm of the law.
How far are the consequences management processes of other officials who are involved?

How has the court case played out, any chances for the money to be recovered from the service provider?

We also pick up from the media that the suspension of Mr Kgabo Mahoai is said to be related to the Committee’s recommendations from the Oversight to New York. If that is true, the Committee report has no such a recommendation, instead it is very clear on what needs to happen.

The Committee is indeed taken by surprise because the irregularities as identified by the AG are related to the signing off and awarding of the tender by the former DG in 16 March 2016. The R118 million was paid because there was already an obligation under that contract. The tender was awarded despite many discrepancies which the former DG ignored and signed-off the tender.
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