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SUMMARY AND ANALYSIS OF THE SPECIAL INVESTIGATING UNIT ANNUAL REPORT 2010/11
1. INTRODUCTION
This paper seeks to provide an overview of the Special Investigating Unit’s performance during the period under review. The Unit’s Annual Report 2010/11 notes that it ‘provides an overview of the Units, performance, financial status and achievements’.
 Minimal information is provided about the composition of the Unit. 
2. MANDATE

The Unit is an independent statutory body.
 It functions similarly to a commission of inquiry in that the President refers cases to it by issuing a proclamation, which sets out the scope and ambit of an investigation. The Unit has powers to subpoena, search, seize, interrogate witnesses and institute civil litigation in order to recover and prevent financial losses to the state brought about through fraud, corruption and maladministration. 
The Unit also assists Departments with identifying systemic gaps and implementing systemic improvements that will impact on service delivery. In this way its forensic services have contributed to improved service delivery in key service delivery priorities, such as social grants, housing and access to basic services. 

The Unit seeks to compete with private firms to provide a cost effective service to the state. It does not have the power to arrest or prosecute offenders where criminal conduct is uncovered but it does work closely with the Hawks, South African Police Service, National Prosecuting Authority and Assets Forfeiture Unit.
3. STRATEGIC OBJECTIVES
The Unit has divided its strategic objectives as follows:

External:

· To increase impact of SIU’s services in the public sector. (The AG
· Achieve optimum institutional form

· Ensure excellent co-operation with law enforcement partners and stakeholders
Internal:

· Secure appropriate capacity and funding

· Align and improve systems and processes

· Invest in appropriate technology capacity

· Build an engaged, diverse and competent SIU

· Develop effective, accountable and engaging leadership

4. OPERATIONAL ENVIRONMENT 2010/11
During the 2010/11 financial year the Unit reported that it had aligned its strategic plan with governments Outcomes based performance management approach in order to link the work of the Unit to Outcome 3 (outputs 3 and 5) and Outcome 12 (output 4):

Table 1: Outcome based performance measurements
	OUTCOME 3: All people in South Africa are and feel safe (Justice cluster)

Output 3: Eradicate corruption within the JCPS Cluster combated to ensure its effectiveness and its ability to serve as deterrent against crime
Output 5: Level of corruption reduced to improve investor perception, trust and willingness to invest in South Africa
Target: Convict 100 people of corruption with assets of more than R5 million obtained illicitly.
OUTCOME 12: efficient, effective and development orientated public service and an empowered , fair and inclusive citizenship (Governance Cluster)

Output 4: Corruption tackled effectively

Target: improve South Africa’s rating in Transparency International corruption index to 40 out of 180 by April 2014. (Currently SA is 55).


In line with the renewed focus on reducing wastage and addressing corruption within government, the Unit’s service delivery focus has shifted away from multiple small cases more towards complex, long-term investigations into procurement irregularities.
 This has necessitated the development of new performance indicators as more complex investigations will take longer to deliver results.

Notable over this period has been the increased levels of participation by the Unit in interdepartmental anti-corruption efforts namely:

· Anti-Corruption Task Team (ACTT) (consisting of the Hawks, SIU, National Prosecuting Authority, South African Revenue Services, Financial Intelligence Centre and Accountant General)) which focuses on cases that fall within Output 5. In Kwa-Zulu Natal recently the ACTT have identified land reform farms valued at more than R60 million that have been transferred unlawfully to private individuals.

· Multi-Agency Working Group (MAWG) on Supply Chain Management was established in October 2009 under the Minister of Finance. Its objective is to review the state supply chain management system. The Eastern Cape Department of Health was identified as the starting point for the project which commenced on 14 February 2011.

· Wasps, an anti-corruption Unit at the Department of Public Service and Administration (DPSA) which focuses on disciplinary cases against senior public servants accused of corruption to which the SIU is providing investigative and legal support.
· An Inspectorate established by Department of Co-operative Governance and Traditional Affairs to deal with corruption at local government level.
In response to the increased demand for its work the Unit has sourced additional forensic investigators from the private sector. This has been accomplished through an innovative agreement which provides such investigators at ‘significant discount rates.’
 Nonetheless, it contends that this is intended as a ‘short term solution’ to allow the Unit to deal with the large inflow of work and time to recruit and develop new staff.

During the period under review the Commission:
· Received 18 new proclamations, the most it has ever received.
· Signed a formal recognition agreement with NEHAWU as part of a focus on developing a positive relationship with staff.

Key challenges impacting the Unit over the 2010/11 period relate in particular to the:
· Increase in workload and the need to balance this with the capacity of the Unit. The Unit’s dependence on funding received from partnerships/projects with Departments makes increasing capacity risky. The Unit has then increasingly relied on consultants, contract and temporary staff.
· The need for amending legislation in respect of the SIU’s enabling legislation to address challenges when it pursues civil litigation to make recoveries. (Apparently work on this amending legislation has been undertaken by the Department of Justice.)

· Issues around transformation which continue to plague the Unit, especially at the level of senior management. (Since minimal information is provided around human resources in the Annual Report it is difficult to interrogate this concern.)
 It is not a new issue. In 2009 the issue was raised by some junior members of the Unit and the Unit acknowledged that ‘because of its history and origins the Unit still needs to be transformed.’
 The Unit reports that it has a trainee forensic investigator programme in place to address employment equity challenges.
 
· Dismissals, suspensions and resignations of senior staff members, which has attracted some media attention.
Comment

· The Acting Head of Communications at the Unit has expressed concern that there is a systematic campaign to discredit the SIU its leadership and staff in respect of ‘accusations around a lack of representivity, suggestions that certain staff have been ‘forced out’ and allegations of racism and victimisations. The Acting Head of Communication notes that, ‘the Unit is passionate about transformation and is devoting significant resources to it.’

5. INVESTIGATIONS
The 18 proclamations received from the President during the reporting period involve procurement contracts to an estimated value of R10 billion and possible conflicts of interests involving officials to the estimated value of R5 billion.
 
These investigations include:

'
· For the first time two metropolitan municipalities Tshwane (supply chain management and procurement irregularities) and Ekurhuleni (Waste Management tenders, ICT and security contracts.) Other municipal investigations concern George, Stellenbosch and Oudtshoorn local municipalities in the Western Cape as well as 23 municipalities in the North West

· Procurement irregularities at SAPS from 2005-2010 in respect of the building of 33 police stations at a cost of R330 million.

· Scrutinising the entire Department of Public Works function in respect of its Supply Chain Management (SCM) component (focus areas include leasing of buildings, prestige portfolio and general procurement irregularities) covering 1 October 2003 to 30 July 2010. It is estimated to be a three year investigation
· A range of issues at the Department of Education in the Eastern Cape that includes reviewing tenders in respect of scholar transport and school feeding schemes as well as general procurement management.
· Irregularities at the Department Rural Development and Land Reform covering the period 6 January 2006 to 18 February 2011. Investigators have identified, scanned and analysed more than 50 million documents. It is estimated the investigation will take 3 years.
· South African Post Office investigation into maladministration, procurement irregularities and remuneration of officials over the period 1 April 2005 to 30 July 2010.
· The SABC for the period 1 September 2007 to 31 March 2011. Focus areas include conflicts of interest; costs of suspensions, abuse of petrol card and revenue contracts.
· In a matter not involving a proclamation the Unit is also conducting investigations into three cases involving the State Information Technology Agency (SITA) relating to procurement irregularities in respect of the award of contracts.
Work continued on 8 ongoing investigations, such as:
· Department of Social Development and the South African Social Security Agency (SASSA) relating to the abuse of the social grant system. The Service Level Agreement expired at the end of March 2011 and the future of the investigation was under discussion.
· Department of Human Settlements (National) in respect of the low cost housing system where the focus has shifted form illegal subsidies to housing contracts.
This work included matters where a proclamation has not been issued, for instance the Mpumalanga Department of Co-operative Governance and Traditional Affairs requested the Unit to assist with investigations into selected municipalities. 
6.
OVERVIEW OF THE BUDGET 2010/11

The SIU has a ‘mixed funding model’: 

(i) A transfer from the Department of Justice and Constitutional Development and 

(ii) Funding provided by Departments partnering with the SIU. 

In the past the Unit has reported that the baseline funding from National Treasury was not sufficient. However, there has been a huge overall increase in funding from projects/partnerships. 
In the 2010/11 Annual Report the Unit has expressed concern that it has become too reliant on this funding. The Unit reports that 44% of its funding is received from projects and consequently the funding from partnerships is at the point where it is likely to exceed the money received from National Treasury in 2011/12.
  The Unit notes that it has become a major strategic focus to fund more of its investigations from the National Treasury grant.

In 2010/11 the SIU received an allocated budget of R171 089 million and an amount of R141 511 million from its partnerships with Departments.

Table 2: Budget growth and projects income

	
	07/08
	08/09
	09/10
	10/11

	
	R’m
	R’m
	R’m
	R’m

	National Treasury
	103
	116
	155
	171

	Projects
	129
	132
	114
	142

	Total
	232
	248
	269
	320

	Projects as a % of total
	55%
	53%
	42%
	44%


Comment

· Concerns have been raised about the sustainability of the Unit’s funding model; it’s not clear how the Unit plans to resolve this?
6.1
Additional allocations

The 2011 Budget provides for additional allocations for investigative capacity and inflation of:

· R15 594 million in 2011/12,
· R21 461 million in 2012/13; and 
· R27 181 in 2013/14
7.
PROGRAMMES

7.1
Business Delivery

This programme provides the service delivery component and includes forensic investigators, lawyers and accountants, cybercrime and data analytics specialists.
The Unit‘s performance in respect of savings, prevention and cash recoveries can be reflected as follows:
Table 2: Savings, prevention and cash recoveries

	Performance measures
	Target 08/09
	Actual 08/09
	Target 09/10
	Actual 09/10
	Target 10/11
	Actual 10/11

	Cash Recoveries
	53
	72
	70
	69
	80
	74

	Savings
	156
	202
	80
	12
	450
	10

	Preventions of future losses
	2500
	4917
	2100
	197
	4000
	185


Evidence was also prepared for use in civil litigation, criminal prosecutions, disciplinary processes and other remedial actions.

7.2
Business Management

Provides overall management and strategic direction

7.3
Business Support

This programme contains HR, finance and IT management.
Comment
· Performance targets: the AG reported on major variances in between planned and actual reported targets for the strategic objective ‘To increase the impact of the SIU’s forensic services in the public sector’.
 Adequate explanations were not provided as required in respect of 85.7% of the reported targets.
 There was no consistency with the approved strategic plan.
8.
HUMAN RESOURCES

The Unit’s Annual Report provides minimal information on the staff complement.  The Annual Report states that the Unit ‘has about 600 staff’ and that there has been a small increase in staff levels over the past two years.
  The Unit goes on to report, however, that it ‘has geared itself for a significant recruitment drive to boost capacity.

In March 2011 the Unit reported that it had an establishment of 668 funded posts which is expected to grow to 706 over the next three years.
 
The period 2010/11 appears to have been quite an unsettling year for the Unit in respect of the suspension, dismissal and resignations of some of its senior managers.
· Deputy Head of the Unit (dismissed)
· Head Business Support (employed 9 October 2009, suspended on 5 April 2011 for 90 days and dismissed August 2011)
· Chief Financial Officer (resigned)
· Portfolio Manager at Head Office(started in December 2010 has apparently resigned)
· Regional Head Cape Town (suspended)
The Unit also appears to have a significant number of acting positions:

· Of the nine regional heads three are acting

· Projects Director (National office)

· Acting Head of communications

· Acting Head of the Internal Integrity unit
· Acting Head of finance

Comment
How much work does the Unit do to train in-house aspirant/trainee forensic investigators? What is the Unit doing to build internal capacity and provide for skills development and career-pathing?
Does the Unit have an employment equity plan?
9.
FINANCES

9.1
General 
Expenditure at the Unit has increased from R199.1 million (in 2007/08) to R301.1 million (in 2010/11) at an average rate of 15%. This growth was mainly due to a 68.5% increase in expenditure on goods and services in 2008/09 as a result of appointing consultants on the units organisational design process. Expenditure is expected to increase over the medium term at an average annual rate of 7.6% to reach R375.2 million in 2013/14 as a result of personnel expenditure due to the ongoing expansion of the Units investigative capacity.

Employee costs for 2010/11 amounted to R182 million and goods and services R96 million. 
General expenses:
· R56 586 million was spent on investigators sourced from external accounting firms due to the increase in assignments in 2010/11. (The Unit reports that over time it intends to grow its internal staff complement).
· R19 911 million spent consultancy fees. (R27 042 million in 2009/10).

· R16 299 million spent on rentals. (R14 021 million in 2009/10).

Comment

The Executive Manager Governance received a relocation allowance of R201 326 in 2009/10.
 He also received a relocation allowance of R 89 204.70 in 2010/11.

What is the nature of the construction contract entered into with Belela Construction (Pty) Ltd?

9.2
Auditor General’s Report 2010/11

The Unit notes that it is ‘proud of its record of unqualified audit (with no emphasis of matter) for six consecutive years.’
 However, it is noteworthy that in the 2009/2010 AG’s report there were no findings on any other matters. In the 2010/11 report this has changed. The AG has made findings on issues relating to annual performance and material non-compliance with laws and regulations. 

Table 3: Summary of issues raised in the AG’s Report 2010/11
	ISSUE
	LAWS AND REGULATIONS CONTRAVENED

	Performance
	

	Annual performance report

	Major variances in the planned and actual reported targets for the objective: ‘To increase the impact of the SIU’s forensic services in the public sector.’ So reported targets not consistent with the approved strategic plan.
87.5% of reported targets with major variances not explained. 
	

	Expenditure Management
	

	Expenditure Management
	Effective steps were not always taken by the accounting authority to prevent irregular expenditure.
	Section 51(1)(b) of the PFMA

	
	There was not always a report within 10 working days to National Treasury and the AG in all cases where goods and services above R1 million were procured.
	Treasury Regulation 16A6.4

	Procurement
	

	Procurement
	Goods and services of a value between R10 000 and R500 000 were procured without three written quotes.
	Treasury Practice Note 8 of 2007/08 and Treasury Regulation 16A6.1.

	Annual Report
	

	
	The Annual Report did not contain details of actual performance against strategic objectives.


	Section 55 (2)(a) of the PFMA read with Treasury Regulation 28.2.2.

	Internal control
	

	Leadership 
	There was a lack of oversight responsibility regarding performance reporting, compliance with laws and regulations and internal controls.
	

	Financial management
	Management did not have adequate controls to ensure the Unit reported on all strategic objectives in respect of performance information.

Management did not review and monitor compliance with laws and regulations.
	

	Investigations
	

	Procurement irregularities
	Ongoing investigation.
	


· The financial statements note irregular expenditure to the amount of R 166 862 in 2010/11 for which the Unit is awaiting condonation. This relates to ‘a deviation certificate’ which authorised the SIU to establish a panel of forensic consultant service providers to enter contracts with approved service providers for a window period from 1 February 2010 to 31 January 2011. This allowed for deviation from normal supply chain management procedures However; contracts were entered into after the window period.

Comment

Given the SIU’s mandate and its profile, it’s unfortunate that these issues were not identified and rectified by senior management at the Unit.

Can the Unit comment on the status of the investigation into procurement irregularities?

Despite the AG’s findings on issues relating to material non-compliance with laws and regulations for 2010/11 the Chief Financial Officer received a ‘red flag’ bonus of R90 586.
 The Chief Financial Officer resigned in 2011.

Sources
Estimates of National Expenditure 2010 and 2011

SIU Annual Report 2009/10

SIU Annual Report 2010/11

SIU Presentation to the Portfolio Committee, 31 March 2011
� SIU Annual Report 2010/11 (Letter to Speaker of Parliament).


� The SIU is an autonomous State Institution (schedule 3 Part A National Public Entity, as defined by the � HYPERLINK "http://ossafrica.com/esst/index.php?title=Summary_of_the_Public_Finance_Management_Act%2C_no._1_of_1999_%28With_Amendments%29" \o "Summary of the Public Finance Management Act, no. 1 of 1999 (With Amendments)" �Public Finance Management Act�), established in terms of the Special Investigating Units and Special Tribunals Act. It reports to the president of the Republic of South Africa and to � HYPERLINK "http://ossafrica.com/esst/index.php?title=Parliament" \o "Parliament" �Parliament� and is not part of the NPA, any Government Department or the � HYPERLINK "http://ossafrica.com/esst/index.php?title=The_South_African_Police_Service" \o "The South African Police Service" �South African Police Service (SAPS)�.  
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� ‘Special treatment at the SIU’, Mail and Guardian article, 17/04/2009


� SIU Presentation to the Portfolio Committee, 31 March 2011


� City Press, ‘Who is smearing the SIU?’ 25/09/2011. 


� Address by President Zuma at a meeting with South African Media Owners, Pretoria 5 August 2011 and SIU Annual report 2010/11, p6


� SIU Annual Report 2010/11, p9


� Ibid


� SIU Presentation to the Portfolio Committee, 31 March 2011


� Ibid


� Ibid p10


� Ibid p35


� Ibid


� SIU Annual Report 2010/11, p9


� SIU Presentation to the Portfolio Committee, 31 March 2011


� Ibid	


� ENE 2011


� SIU Annual Report 2009/10 p52


� SIU Annual Report 2010/11 p64


� SIU Annual Report 2010/11 p68


� SIU Annual Report 2010/11 p9
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� The CFO also received a red flag bonus in 2009/10 of R62 970. During that period no issues were identified by the AG. As part of the Units performance management system red flag bonuses are paid where members exceed the top of their scales.
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