EDDIE TRENT’S ( DEMOCRATIC ALLIANCE)

QUESTIONS: (1) NIPS AND DIPS {DTI AND ARMSCOR}

(a) Independent audit?

1. Has there been an independent audit of the NIPS and DIPS at any stage, in order to ascertain/confirm the accuracy & reliability of the information?

2. If not, why not?

3. Since unaudited information can never be regarded as totally reliable, would this not have been the right thing to do?

(b) BAe and Gold Beneficiation (Noseweek reports)

(DTI) Noseweek has reported that the gold beneficiation project undertaken by BAe in conjunction with Harmony Gold in the Free State has been closed due to mismanagement and corruption which has led to severe losses. The article also alleges that the NPA is in possession of a list of Ministers who had received payments from the US partners in the enterprise

1. (DTI) The failure of this project, despite the constant assurances of the DTI, raise the possibility that significant offset credits were awarded for work completed on a project with known corrupt intent.

a. Have BAe been awarded offset credits in this regard, and, if so, how many offset credits have been awarded?

b. If the project is shown to be corrupt and improper, will the DTI act to ensure that offset credits already awarded are withdrawn?

c. If not, why not?

(c) McArthur Swimming Baths

1. (DTI) It is common knowledge - I live in Port Elizabeth - that SAAB invested in the upgrading of an existing tidal pool in Humewood, Port Elizabeth.

a. What was the purpose of the project?

b. What was the value of the investment?

c. How many sustainable new jobs were created?

d. How many offset credits were rewarded? On what basis were they awarded? Is it true that the [ ……… ]

d) Global/Sawmill and the Role of the IDC in Offset Programmes?

1. (DTI)

a. How many offset credits have been awarded to BAe for their involvement in the Global Forest Product's Sabie Sawmill?

b. What is the breakdown of such award in terms of offset credits, i.e How many have been awarded under the different offset award categories?

c. What evidence can be provided by the DTI to illustrate that BAe was indeed instrumental in facilitating the investment in the Sabie Sawmill, and was not just parachuted into the project in order to earn easy offset credits?

2. (DTI) In the 2007-2008 DTI report on the progress of the NIP project, the GFP/Sabie project was listed as "approved" rather than completed.

a. Does this mean that BAe is still earning offset credits from this project, despite the fact that GFP and BAe's shareholding in the Mill was sold, in 2008, to Yorkcor?

b. If so, why?

3. (DTI) It is commonly acknowledged that the largest investor, in terms of capex expenditure, with regards to the GFP/Sabie Sawmill project was, in fact, the Industrial Development Corporation.

a. Seeing as this is, in effect, a parastatal, does it not reflect poorly that BAe may have been awarded offset credits for an investment made by

a South African entity?

b. What are the relevant details?

c. Related to the above, in how many instances have the IDC been involved in offset projects and to what extent?

d. In each of these instances, has the investment made by the IDC been acknowledged as an offset credit for the relevant Arms Deal company as a result of "facilitation?"

4. (DTI) It is common knowledge that, during the period from 2000 to 2001, Diliza Mji acted as the Chairperson of the IDC, and that, from 2001 onwards, Wendy luhabe of Wiphold filled the same role. Both have had close contacts with Arms Deal companies. Diliza Mji, for example, was previously the head of BAe Systems Southern Africa prior to his appointment at the IDC, and a shareholder in DGDT technologies, which, in turn, owned shares in BAe land Systems OMC, acquired after his resignation from the IDC through the granting of a loan from the land Bank.

a. Were there any disclosures of conflict of interest regarding the role of the IDC in engaging in offset projects related to the Arms Deal?

(e) Monitoring system

1. (DTI) In the Arms Deal report of 2 November 2000 the Committee stated that it wanted to see an effective monitoring system regarding delivery of the NIPs and for the government to "assertively" pursue delivery of such benefits.

a. Given the relevance of such delivery for employment and job creation in South Africa, can the DTI please detail what monitoring systems have been used, and what steps were taken by the Department to try to ensure delivery?

(f) General NIPS

1. (DTI) What are the current contractual NIP obligations of each of the SOP suppliers, in terms of each identified project and value?

2. (DTI) What are the differences between the original contractual NIP obligations of each of the SDP suppliers, in terms of each identified project and value, and the current contractual NIP obligations?

3. (DTI) Can causation be certified in respect of each and every accepted NIP project?

4. (DTI) What are the current completed NIP obligations of each of the SDP suppliers, in terms of each identified project and value?

5. (DTI) What are the current outstanding NIP obligations of each of the SDP suppliers, in terms of each identified project and value?

6. (DTI) In the Arms Deal report of 2 November 2000 the Committee noted its strong interest on the attainment of the DIPs and NIPs, the uncertainties relating to the enforcement of the NIPs, the exceptionally high industrial participation demands on suppliers and seemingly low penalties should suppliers default.

As it appears that there have been defaults on the part of suppliers to deliver their obligations regarding NIPs:

a. Have penalties have been invoked to compensate the South African public?

b. Has the Department of Trade and Industry obtained legal opinion pertaining to effective implementation of the NIP and DIP programmes to ensure contractors have met their obligations, as was recommended in 14.2.14 of Chapter 14 of the Joint Report on the SDP dated 14 November 2001?

7. (DTI) Although government-to-government agreements which make references to NIP commitments have questionable contractual or legal standing, they do put an onus on the home-governments of companies supplying NIP and DIP deliverables to ensure that the South African public gets the benefits it is due.

a. Could the Department please give details of whether the government has taken-up the outstanding offset benefits with such governments as that of Germany to explore if they could make good the costs of commitments owed to the South African public alone or through some pay-back arrangement with the suppliers concerned?

(a) General DIPS

1. (DTI- Young) What are the current contractual DIP obligations of each of the SDP suppliers, in terms of each identified project and value?

2. (DTI- Young) What are the differences between the original contractual DIP obligations of each of the SDP suppliers, in terms of each identified project and value, and the current contractual DIP obligations?

3. (DTI- Young) Can causation be certified in respect of each and every accepted DIP project?

4. (DTI - Young) What are the current completed DIP obligations of each of the SDP suppliers, in terms of each identified project and value?

5. (DTI- Young) What are the current outstanding DIP obligations of each of the SDP suppliers, in terms of each identified project and value?

(h) Corvette combat suite

1. (Armscor) Of the entire corvette combat suite, only three systems were ever intended to be acquired as foreign Procured Items (FPI). The balance had indeed been in development under various SA Navy projects since at least 1993 and some as early as 1987/89; these programmes including Projects Caliban, Garfield, Sitron and SUVECS.

a. In what regard can this local component be viewed as Defence Industrial Participation (DIP) in the corvette programme and in particular as DIP for the Thomson-CSF foreign supplier?

2. (Armscor) Originally the corvette's Combat Management System (CMS) was formally designated as a local element of supply to be supplied by Altech Defence Systems (pty) Ltd, this being based on two sub-system developed for the SA Navy's strike craft. However, when Thomson-CSF became a preferred bidder, it was allowed to supply its own CMS based on its French Tavitac system. This was at a cost of some R350 million as opposed to the R150 million budgeted by the SA Navy for the combat suite.

Some of the technical effort for the corvettes involved modifying the Tavitac system by Thomson-CSF's 60% owned South African subsidiary African Defence Systems (Pty) Ltd, specifically to support the SAN's language and standard operating procedure requirements.

a. What DIP credits were awarded to Thomson-CSF in respected of its Tavitac NT Combat Management System in respect of the local effort?

b. Precisely what other DIP has been provided by Thomson-CSF in terms of its DIP obligations?

PROPOSED RECOMMENDATION: The Public Accounts Committee having received submissions from the public, and heard evidence from the DTI and Armscor, believes that there is enough new evidence to warrant the continuation of the hearings into alleged irregularities and the effectiveness relating to the National Industrial Participation (NIP) and the Defence Industrial Participation (DIP) projects. Therefore, the Public Accounts Committee recommends that its successor, to be established in the new Parliament, should pursue this matter.

QUESTIONS: (2) NPA I CRIMINAL INVESTIGATIONS

(a) BAe and Gold Beneficiation (Noseweek reports)

1. (NPA) Noseweek has reported that the gold beneficiation project undertaken by BAe in conjunction with Harmony Gold in the Free State has been closed due to mismanagement and corruption which has led to severe losses. The article also alleges that the NPA is in possession of a list of Ministers who had received payments from the US partners in the enterprise.

a. Does this list exist?

b. If so, is the NPA planning to pursue prosecutions in this regard and which Ministers have been so named?

c. According to the article, KPMG were concluding an investigation which was taken over by the DSO/NPA. Suspects were arrested and then released. What are the relevant details?

1. (NPA) It is common knowledge that in November 2008 the NPA and DSO conducted raids on the properties of Fana Hlongwane, Johan Bredenkamp and BAe Southern Africa.

a. How many investigators have been tasked to process the documentation seized?

2. (NPA)

a. . How many investigators are currently working on investigations relating to the Arms Deal?

b. What would be the minimum requirement of investigators to do justice to the investigation?

3. (NPA) It has been claimed that a senior investigator involved with the investigation of BAe with the DSO resigned after threats were made to his/her life.

a. Is this true?

b. If so, has any progress been made with regard to identifying those who made the threats and bringing appropriate punitive action?

4. (NPA) It was acknowledged, in the NPA's submission that approaches will be made to German authorities to pursue the prosecution of an individual, as yet unnamed, who had allegedly received a substantial kick-back from an Arms Deal company, and that this approach has been made as the DoJ/DFA has refused to adequately interface with the German prosecutor's office.

a. Has this approach been made?

b. Does this suggest that the previous statement issued by the State that no wrongdoing had been found with regards to this issue was false and misleading?

5. (NPA) It is commonly acknowledged that thousands of pages of documents have been seized by the NPA, DSO, Auditor-General and other bodies with regards to the Arms Deal.

a. With the impending closure of the Scorpions, where will these documents be housed and what assurances can be provided that this documentation will not be diluted, misplaced or otherwise mistreated?

6. (NPA) If the DSO and NPA are not engaging in any prosecutions relating to other aspects of corruption in the Arms Deal besides for Hlongwane /BAe / Bredenkamp and the German kick-back:

a. Does this not suggest that the remainder of the documents should be made publicly available?

b. If no investigation is currently underway, is this information still classified?

7. (NPA) It has been constantly mentioned in previous SCOPA meetings, and responses from both Thabo Mbeki and Kgalema Motlanthe to requests for a judicial commission of inquiry, that those with evidence of corruption should approach the NPA to provide such evidence.

a. Does the NPA have the investigative capacity to proceed with investigations of this nature, especially since the closure of the DSO?

b. Is it appropriate for the NPA, alone, to pursue this matter, especially considering that repeated calls for a judicial commission of inquiry would provide added resources and time in facilitating such investigations?

Requests for further investigations

1. (NPA) Since the JIT Report was tabled:

a. Has the NPA received any further written requests to investigate any aspects or allegations regarding the Arms Deal?

b. If so, when were these received?

c. What was the nature of the requests and allegations?

d. Has any progress been made?

e. Are the allegations credible?

f. If the allegations are not credible, has the complainant been advised as such and that the NPA declines to pursue the matter.


g. If the allegations are not incredible and no progress has been made, why not?

(d) Original allegations

1. (NPA) Attached to the pack handed out is a list of allegations that the JIT was meant to investigated. As is clear most of these allegations are criminal in nature and therefore should have been investigated by the DSO (part of the NPA).

Very few of these resulted in any investigation at all (as can be seen by all the No responses in the Followed Up column).

a. The first question is why?

b. The second question is why when there were direct allegations of bribery in this 2000 era, specifically regarding British Aerospace/BAE Systems, it took another eight years for the NPA to initiate its own investigation and this only after the UK Serious Fraud Office decided to investigate in 2006 after it had received its own allegations?

c. The third question is whether the DSO/NPA ever investigated Chippy Shaik, especially after he is implicated in so many angles of the SDPs:

	proven conflict of interest and proven contravention of his declared recusal in respect thereof;


	self-dealing in the corvette combat suite deal with Thales as revealed in the Schabir Shaik trial;


	with FBS through his closest of personal relationships with Ian Pierce and Yufus Mohammed and in the context of the NPA's failed prosecution of Ian Pierce for failing to disclose its company books for the relevant period prior to the Arms Deal which might have revealed FBS's bribery of the relevant parties;


	Chippy Shaik's alteration of the Hawk minutes;


	Chippy Shaik sidelining of his DoD line manager, the Secretary for Defence and effectively reporting directly to the Minister of Defence, Joe Modise, who is clearly and almost ubiquitously implicated in unlawful conduct in the SDPs; 


	that there are credible allegations that Chippy Shaik and Joe Modise made surreptitious flights to the UK over weekends and these possibly in SA Air Force aircraft.


PROPOSED RECOMMENDATION: Having heard evidence from NPA that they do not have sufficient resources to follow up on the numerous serious cases emanating from the Arms Deal, the new SCOPA ought to engage with the appropriate department to make sure that these matters are pursued and resolved

QUESTIONS: (3) JOINT INVESTIGATION REPORT

At this juncture it is probably relevant to provide some explanation as to the relevance of the documents furnished to SCOPA by Mr Young, who obtained them via court order. In this regard he notes one committee member's observation in the SCOPA meeting held on 10 February 2009 that "[the committee] applied [its] mind when we took the decision in 2002. None of the stuff Mr Young is talking about is new. "

And another committee member's observation that: "I find it hard to see where the new evidence is. "

More accurately the member is probably referring to 2003 (20th August, when the relevant SCOPA meeting with the AG was held). Either way, he is nevertheless wrong, because by 2003 Mr Young only had been furnished with the chapters of the Auditor General's draft investigation report relating to his specific complaint regarding to corvette combat suite (i.e. Chapter 12 which became Chapter 11 in the final report). He was only furnished as a result of a further court order with the balance of the draft investigation reports on 1 December 2004, i.e. nearly a year and a half later. (Indeed the relevant judgment out of the Pretoria High Court was only handed down by de Vos J on 11 November 2004. This part of court order was upheld by the Supreme Court of Appeal in its judgment of 31 March 2006.)

So indeed, even the draft reports are new to SCOPA.

These draft reports refer to formal findings of irregularities in segments of the SDPs other than the corvette combat suite, including the Lead-In Fighter Trainer (LIFT) segment, Advanced Light Fight Aircraft (ALFA), Light Utility Helicopter (LUH) and submarine segments, such findings having not been included in the JIT's final report of 14 November 2001.

As such the contentions made during the meeting by various members that Mr Young's evidence is not new, relevant and compelling are clearly incorrect. Actually, the evidence is compelling. Indeed it is explosive.

This is particularly the case because of the inclusion of various handwritten notes in the copy of the draft reports furnished to Mr Young via the court interdict. Though it has never been officially ascertained that Mr Fakie himself was author of the notes, there is relatively strong circumstantial evidence to suggest it. As it is, they are often difficult to read and notable for their brevity. But they nonetheless provide tangible insight into the changes that were made. Some of the notable changes made by the editor, along with comparisons between the findings made between draft and final versions are highlighted in the document that has been distributed to the members of SCOPA.

Among the most astonishing of these is the fact that the key findings of the final Report were directly contradicted by the key findings of the Auditor-General's draft. This report quite clearly found both that senior government officials had actively influenced the tenders, and that there were grounds to suggest that the contracts were seriously flawed. The Final Report concluded precisely the opposite of this. It is also notable that at the beginning of Part A (Public Protector), the author of the handwritten notes makes furious scribbles under the headings "Lekota", "President" and "Manuel". Thus, there is relatively strong grounds for suspicion that the notes detailed in these documents were written by Fakie himself, in response to senior members of the executive - Mbeki, Lekota and Manuel.

Finally, an urgent question for SCOPA to address is whether Mr Fakie lied to the committee when he suggested that no "material" changes had been made. This, in light of the draft reports, seems patently false.

This is particularly the case because of the inclusion of various handwritten notes in the copy of the draft reports furnished to Mr Young via the court interdict. Though it has never been officially ascertained that Mr Fakie himself was author of the notes, there is relatively strong circumstantial evidence to suggest it. As it is, they are often difficult to read and notable for their brevity. But they nonetheless provide tangible insight into the changes that were made. Some of the notable changes made by the editor, along with comparisons between the findings made between draft and final versions are highlighted in the document that has been distributed to the members of SCOPA.

Among the most astonishing of these is the fact that the key findings of the final Report were directly contradicted by the key findings of the Auditor-General's draft. This report quite clearly found both that senior government officials had actively influenced the tenders, and that there were grounds to suggest that the contracts were seriously flawed. The Final Report concluded precisely the opposite of this. It is also notable that at the beginning of Part A (Public Protector), the author of the handwritten notes makes furious scribbles under the headings "Lekota", "President" and "Manuel". Thus, there is relatively strong grounds for suspicion that the notes detailed in these documents were written by Fakie himself, in response to senior members of the executive - Mbeki, Lekota and Manuel.

Finally, an urgent question for SCOPA to address is whether Mr Fakie lied to the committee when he suggested that no "material" changes had been made. This, in light of the draft reports, seems patently false.

PROPOSED RECOMMENDATION: Having heard evidence from Mr Richard Young, which raises serious questions relating to substantive alterations made in the course of the compilation Joint Investigation Report, SCOPA recommends that Mr Richard Young be requested to provide oral evidence.


