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REPORT ON THE IMPLEMENTATION OF RECOMMENDATIONS OF THE JOINT INVESTIGATION TEAM REPORT RELATING TO THE STRATEGIC DEFENCE PROCUREMENT PACKAGES

1. INTRODUCTION

Chapter 14 of the joint report on the forensic audit of the SDP acquisition program contains key findings and recommendations emanating from the investigation. On the whole, the findings were positive as for as the involvement of Armscor and the DOD is concerned, but a number of areas were however identified where, in particular, processes and procedures within Armscor and the DOD were found to be inadequate for acquisition programs of this nature and recommendations were made with respect to the improvement or enhancement of these processes or procedures.

In the 15th report of 2001, SCOPA committed itself to monitor, through its ongoing oversight role, the implementation of recommendations of the Joint Investigation Team (JIT) that falls within its area of competence. The aim of this report is to provide an update on the status of implementation of the following aspects of the resolutions of SCOPA.

2. IMPLEMENTATION OF RESOLUTIONS OF SCOPA

Refinements to DOD Acquisition Policy (ACQ1/98) suggested by SCOPA. The following section addresses progress under the heading of each of recommendations identified by SCOPA :

2.1. "(§14.2.1) It is recommended that the policy document. referred to in paragraph 3.2.5 above VB 1000) be further refined with specific reference to the lessons learnt from the acquisition process under investigation as reflected in this report. The staff of DOD and Armscor involved in procurement should be properly trained to ensure that they assimilate and fully understand the policy with a view to its effective implementation."

Following from the recommendations of the joint report, the combined DOD/ Armscor Process and Procedure for the Acquisition of Armaments (Joint Defence Publication ACQ NO 00005/2003) was compiled and approved by the Secretary for Defence on 16 November 2004. This process and procedure document, commonly referred to as DAP1000, amongst others addresses and rectifies all the identified gaps and ambiguities of the previous policy documents.

A computer-based training concept has also been developed whereby acquisition personnel from both Armscor and the DOD will receive both ab initio and refresher training with respect to all the facets of acquisition. This will include proper training with respect to the provisions of the new acquisition policy. In this regard training institutions have been involved with specialized training for acquisition personnel and have been providing this training for a period of time.

2.2. (§14.2.2) Properly approved needs determination should be compiled during the acquisition process. During needs determination it should be ensured that the planned acquisition addresses the operational capability required as well as the future sustain ability thereof. During cardinal acquisitions, sufficient time should be made available to determine needs properly, compile acquisition plans, evaluate offers and finalise contacting.

The present Acquisition Policy comprehensively provides for a proper needs determination during the acquisition process. A formal needs determination is performed during the concept study phase of the process and entails a formal Preliminary Study which is an in-house clarification by the respective Services of the operational requirement, which is followed by the compilation of the Staff Target. The approval of the Staff Target is a mandatory milestone in the process and essentially is a summary of the results obtained during the Preliminary Study. The Staff Target is in principle approved by the Armaments Acquisition Council, which is the highest approval authority within the DOD.

2.3. "(§14.2.3) The evaluation process should contain effective controls to ensure a fair and regular process in order to exclude the possibility of manipulation. Internal audit should be involved far more extensively to ensure effective controls are in place and that they are complied with during the various stages of the procurement process."

The present Armscor tender solicitation and evaluation process has been developed and refined over many years and are sufficiently solid to eliminate any possibility of manipulation or unfairness. The Armscor process unfortunately cannot provide for eventualities or interference when the process moves outside of Armscor's control or when parties outside of Armscor are involved. as was the case with the SDP. In order to further minimize any possibility of manipulation in the entire process, Armscor. in conjunction with DAPD, has updated and refined its practice (A-Prac 1034) relating to source selection (Value Systems). The strict observance of the process prescribed therein is being maintained at all times. This practice provides for independent process assurors to be appointed for each tender and the process assurers have to verify that the entire tender evaluation and adjudication process was executed in an accountable and transparent manner and in strict accordance with the prescripts of the approved practice..

Where documented processes at the time didn't properly cover certain sections of the process followed for the SDP's, the joint Armscor/DAPD Process and Procedure for the Acquisition of Armaments comprehensively provides for foreign acquisition programs of the nature of the SDP's.

2.4. (§ 14.2.4) Detailed and accurate information, Including all possible costs, should be submitted to Cabinet. All currency risk Implications regarding international armament acquisitions should be disclosed to Cabinet. Such information is necessary to ensure that essential functionalities are not removed from equipment during negotiations due to budget constraints.

Rate of exchange risks are taken into account with all programs during the costing process. The projected cost of all projects is determined by taking the projected rate of exchange impact over the project execution period into consideration. An example of this is the cost determination of the Ground Based Air Defence System which was performed during 2004, taking into account the expected rate of exchange impact over the full project execution period.

The DOD/Armscor will in future ensure that all options with respect to cost reduction, together with the operational impact of any reduction in functionality that would flow from the cost reduction exercise. is presented to Cabinet.

2.5. (§ 14.2.6) Adequate audit trails, with particular emphasis on the visibility of supervision, decision making and assumption of responsibility should be in place at appropriate levels in the procurement process.

The joint DOD/ Armscor Process and Procedure for the Acquisition of Armaments stipulates that presenters of information to respective decision making/authorization forums, will not be part of those forums and will not form part of the decision making process. The composition of decision making/recommending forums at all levels has been reviewed with the aim of obviating any possibility of partiality of conflict of interest from arising as a result of appointments/responsibilities of specific personnel and their participation on the respective forums.

The acquisition policy provides for the secretariat of any forum to be appointed from within the level of that specific forum and that any single secretary will not permeate a number of different levels of decision making structures.

2.6. "(§ 14.2.7) Moderation of results should take place to ensure that computation errors and significant variances In scores awarded are addressed"

The moderation of results of the process of tender-evaluation while making use of value systems is already provided for in Armscor's updated and approved practice for source selection (A-Prac-1034). Personnel from the DOD (Def Mat Div) participate in the evaluation of tenders together with Armscor personnel, and are similarly bound by the prescripts of the practice.

2.7. N(§ 14.28) DOD should take steps to ensure that good procurement practices are adhered to and that compliance with the prescribed tender procedures is strictly enforced"

Procurement of all Category 1 and selected Category 2 materiel for the DOD is performed by Armscor. Armscor has developed and implemented procurement practices that are transparent and accountable and that conform to the prescripts of the PFMA. The Armscor processes are rigid to such an extent that tender procedures are enforced and executed in all cases.

2.8. "(§ 14.2.9) An approved negotiation strategy and terms of reference should be in place prior to commencement of negotiations"

This recommendation is noted and has already been implemented. and an example thereof is the present GBADS program where the program team 's terms of reference and mandate for negotiations with the preferred supplier was approved by the Armscor Board of Directors and the AASB respectively, prior to the commencement of negotiations and a comprehensive negotiation strategy was formulated prior to the commencement of negotiations.

2.9. (§ 14.2.10) Proper consultation and an impact study should be done before equipment types or functionalities are reduced.

The concept of a Consolidated Operational Effectiveness Impact Analysis (COEIA) to be performed prior to the reduction or enhancement of any functionality. has already been incorporated in the joint Armscor/DOD acquisition policy. Structures and capabilities to perform these analyses are already in place.

In addition to the above measures. the DOD will. as a matter of principle, attempt to not again simultaneously initiate and execute as many programs of large magnitude, as happened in the case of the SDP programs. The simultaneous execution of too many programs of this magnitude places too heavy a burden on the existing resources of Armscor/DOD to effectively analyse the full impact of changes to system functionality.

2.10. .. (§ 14.2.11) The guidelines contained in the Defence Review that relate to the selection and appointment of subcontractors must be followed and steps taken to ensure that an open and fair process is adhered to for the selection of subcontractors"

The new joint Armscor/DOD policy/procedure mentioned in §2.1 above, comprehensively addresses the issue of identification, selection and appointment of subcontractors. In short. in those cases where a main contractor is appointed to deliver a product/system against a performance specification and who carries the full responsibility for meeting the stated requirements. Armscor/DOD are prohibited from playing any role with respect to the identification or selection of subcontractors.

	Conflict of Interest.


2.11. (§14.2.12) DOD and Armscor should develop specific rules and guidelines to address conflict of interest issues and to ensure that personnel are properly informed in this regard, steps should also be taken to ensure that a particular individual. Irrespective of his/her position is not tasked with Incompatible functions in multifaceted procurements. This will prevent a conflict of interest, which could have a detrimental effect on the overall acquisition process"

During the SDP acquisition process, all Armscor personnel involved with the specific process were required to declare all interests with respect to any of the companies/individuals involved in the process. Subsequent to that, all Armscor personnel were required to complete a comprehensive declaration of any possible interest that they may have. A similar process has now been instituted within the DOD (DAPD) where personnel involved in the acquisition process are required to declare any interest in the relevant part of the process.

During meetings where decisions are taken which may advantage any company or individual, members of the meeting are required to declare any interest and to recuse themselves from the meeting while the topic of interest to them is discussed. This has become a formal procedure, especially at the respective authorization committees.

	Compliance to Rules and Guidelines


2.12. "(§14.12.13) The DOD should undertake an urgent personnel audit to ensure that all its' staff comply with the prescribed security clearance requirements"

This audit is regularly done as a matter of procedure within Armscor and the DOD (DAPD) and all personnel who's security clearances have lapsed and who haven't been (re)issued with a suitable clearance, is reported to their superior and periodically also to Armscor's Management Board in the case of Armscor personnel. Monthly monitoring of the security clearance status of all personnel within Armscor has become a fixed procedure and any deviations are reported to the Departmental Management on a monthly basis for immediate action.

