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SPECIAL REPORT OF THE AUDITOR-GENERAL PERTAINING TO 
ALLEGATIONS ON THE JOINT INVESTIGATION TEAM (JIT) ARMS DEAL 
REPORT 
 
1. Introduction 
 

The purpose of this special report is to present facts to deal with certain 
unfounded allegations reflecting upon the integrity and dignity of the 
Auditor-General and his Office, made both in Parliament and in the media, 
regarding the findings contained in the JIT Report on the recent arms deal. 
These allegations inter alia probably flow from the release of certain 
documents to one of the unsuccessful bidders in terms of a court order 
and the subsequent media reports pertaining thereto.  

 
This report is presented to Parliament in terms of section 4(5)(b) read with 
section 5(f) of the Auditor-General Act, 1995 (Act No. 12 of 1995). The 
content of this Special Report has been finalised after consultation with the 
Public Protector and the National Director of Public Prosecutions who 
were signatories to the JIT Report. 
 
The Auditor-General is a Chapter 9 constitutional institution supporting 
democracy and as such is subject only to the Constitution and the law. 
The Auditor-General is an independent and impartial institution 
accountable to the National Assembly that must exercise its powers and 
perform its functions without fear, favour or prejudice. In terms of the 
Constitution of South Africa, 1996 (Act No. 108 of 1996) no person or 
organ of state may interfere with the functioning of the Auditor-General.  
 
The aforementioned independence provided to institutions created by 
Chapter 9 of the Constitution implies, inter alia, that an institution such as 
the Auditor-General should not be deterred, while conducting or finalising 
an audit, by the conceivable reaction of the institution being audited, or by 
the reaction of a recipient of the report. 
 
It is also acknowledged that in terms of section 181 (5) of the Constitution 
the Auditor-General is accountable to the National Assembly, and has to 
report to the Assembly on his or her activities and the performance of his 
or her functions at least once a year, by way of General Reports and an 
Annual Report to Parliament. The Auditor-General in addition has at his or 
her disposal the mechanism of a Special Report in terms of the provisions 
referred to previously. 
 
The Auditor-General is not above reproach and must be held accountable 
on his or her administrative and functional performance. However, if any 
accountability is called for in addition to what is envisaged in section 181 
(5) of the Constitution, it has to be of substance and based on facts. 
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The independence and autonomy of the Auditor-General is further 
entrenched by the provisions of Rule 66 of the Rules of the National 
Assembly. Adherence to this rule provides protection for the constitutional 
status of the Auditor-General by prescribing the route of a substantive 
motion, should there be potential grounds for suspecting a breach of 
competency or honour on the part of the Auditor-General. Unless facts are 
alleged that convince the Speaker and the House that such protection is 
no longer warranted, the members and structures of Parliament – 
including its committees – are obliged to allow the Auditor-General to 
continue with his or her work as dictated by the Constitution and the 
Auditor-General Act of 1995. 
 
Despite the aforegoing, statements were made in Parliament that may be 
considered to have cast some doubt on my competence and honour. 
Further elucidation is provided in paragraph 6 of this report, dealing with 
statements and motions in Parliament. 
 
It is my view that, since the start of the JIT investigation, there have been 
numerous reports carried by the media where various individuals and 
interest groups are reported to have called the integrity of the Auditor-
General and other Chapter 9 institutions into question. Recent reports 
refer to the editing and omission of certain findings in the final JIT Report. 
These reports include allegations to the effect that the JIT Report was 
"sanitised" and/or "heavily edited", "possibly at the instance of senior 
members of government". It is also alleged that "there was a crucial 
'nondisclosure of facts' to a body tasked with evaluating products", and 
"draft reports released in court show evidence that passages detailing 
possible corruption were edited from the report before it was presented to 
parliament". These allegations are consistently used in conjunction with 
the words “scandal” and “debacle”. Detailed responses refuting these 
reports which were supplied by me were not carried with the same vigour 
and in certain circumstances were ignored. Further elucidation is provided 
in paragraph 5 of this report, dealing with the allegations made in the 
media and my rebuttal thereof. 
 

 The failure to safeguard the integrity of Chapter 9 institutions could very 
well result in the failure of our democracy. I am appointed for a single non-
renewable term, but it is the institution that will continue to exist and 
support democracy in terms of the Constitution. It is my concern that this 
integrity and independence is currently being eroded and doubt is placed 
on the level of independence and integrity of the institution. 
 
Having an understanding and appreciation of the approach adopted by 
Parliament and the Standing Committee on Public Accounts (SCOPA) on 
this subject matter, I deem it necessary to further interact with Parliament. 
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I have concluded that the best course of action would be to table a Special 
Report in Parliament that deals with the pertinent facts. I rely on 
Parliament to deal with these facts appropriately so that the integrity and 
status of this Chapter 9 institution can be upheld. 
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2. Background 
 

I also consider it necessary to provide a brief background and sequence of 
events that have transpired since my initial review of the selection process 
of strategic defence packages in September 2000. 
 

2.1 Preliminary review by the Auditor-General 
 

Following numerous allegations regarding possible irregularities pertaining 
to the awarding of the contracts I decided to perform a preliminary review 
during the 1999/2000 financial year. The preliminary review was focused 
mainly on the procurement process. The findings are contained in the 
"Special review by the Auditor-General of the selection process of 
strategic defence packages for the acquisition of armaments at the 
Department of Defence" report [RP 161/2000] dated 15 September 2000 
that was tabled in Parliament. As a result of this report, SCOPA at a 
meeting on 30 October 2000 adopted a resolution (14th SCOPA report to 
Parliament) that was issued on 2 November 2000 instructing the Auditor-
General and other investigative institutions jointly, to investigate this 
matter further and report thereon. 

 
2.2 SCOPA’s 14th report 
 

The suggested members of the JIT as contained in the 14th report of 
SCOPA were the Auditor-General, the Special Investigating Unit (SIU), the 
Public Protector, the Investigating Directorate of Serious Economic 
Offences and any other appropriate investigative body. This was done in 
an attempt to ensure that the best combination of skills, legal mandates 
and resources could be deployed. 
 
The SIU’s participation as a JIT member was subject to a proclamation by 
the President. On 19 January 2001 the President declined the 
proclamation. Immediately after the proclamation had been declined, the 
SIU ceased to be a member of the JIT. 

 
 Subsequently the JIT as originally envisaged by the 14th report of SCOPA, 

excluding the SIU, started with the special investigation into the arms deal 
procurement process and related allegations. 

 
2.3 Finalisation of the JIT Report 
  
 From the commencement of the investigation work it took about eight 

months to finalise and submit the JIT Report to Parliament on 14 
November 2001. 
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 The normal process (planning, execution and reporting) as followed during 
any audit remains the same whether it is a regularity audit, performance 
audit, forensic audit or any other special investigation. This process is 
necessary to give credibility to the process and to ensure factual accuracy 
of the findings. The drafting of a report entails the following: 
• A draft report is compiled based on the audit/investigation evidence; 
• A draft report is then discussed with the management of the institutions 

concerned to verify the factual correctness of the findings in the draft 
report; 

• Any additional input received is verified and considered; 
• The draft report is amended with the verified additional inputs received 

from management should it be considered necessary; 
• Should the draft final report relate to any one of the special accounts 

mentioned in section 4(6) of the Auditor-General Act of 1995, a 
consultation process with the relevant ministers and the President 
follows. This is done in order to comply with current legislation; 

• After consultation with the relevant ministers and the President the 
audit report is finalised; and 

• The finalised report is tabled in Parliament. 
  

It should be mentioned that as part of the review process, which forms part 
of the normal quality control process, the draft report is reviewed and 
considered against the backdrop of the relevant evidence and the 
materiality of the incidents. 
 
It must be further borne in mind that until the report is finally signed off, the 
Auditor-General may change his report based on additional/supporting 
evidence obtained after the drafting of the report in order to make the 
report understandable, and to formulate the report in such a way that it is 
easily readable. It may also be necessary to make further changes in the 
format without affecting the substance. 
 
A report can only be viewed as a final report once it has been signed by 
the Auditor-General and tabled in Parliament. In this instance the JIT 
Report was only a final report once it had been signed by the three heads 
of the investigating teams. 
 
According to the Oxford English dictionary, the word “draft” is described 
as: "a preliminary written version of a document". 
 
Based on this, one has to assume a draft report may be changed, 
amended, or even rejected, as at that stage it is not intended to be a final 
document for public consumption. The draft documents are specifically 
marked “draft” in order that no one may interpret the findings contained 
therein as final, because the findings may still be changed based on any 
evidence supplied. 
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The above process is the process that was adopted and followed by the 
JIT during the finalising of the JIT Report that was tabled in Parliament. 
 
One needs to bear in mind that the JIT Report was unique in that three 
organs of state, for the first time, conducted an investigation into alleged 
irregularities and criminal conduct simultaneously. This was by no means 
an easy task as all three agencies had to pioneer their way through 
uncharted and at times difficult territory. The consolidation of the three 
reports into a single joint report dictated the elimination of duplication and 
technical details specifically with a view to condensing the reports into a 
user-friendly format, a time-consuming effort. 
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3.  The tabling of the JIT Report and its referral to SCOPA and seven 

other committees for further investigation 
 
On 14 November 2001 the JIT Report was tabled in Parliament. After the 
tabling I addressed Parliament on the JIT Report. Subsequent to my 
presentation, the Speaker, on 14 November 2001, referred the JIT Report 
to the following Committees of Parliament: 
• The Portfolio Committee on Defence for consideration of matters falling 

within its portfolio, and in particular chapters 3 to 7 and 10 to 12, and 
for report-back on the relevant findings and recommendations; 

• The Portfolio Committee on Finance for consideration of matters falling 
within its portfolio, and in particular chapter 9, and for report-back on 
the relevant findings and recommendations; 

• The Portfolio Committee on Justice and Constitutional Development for 
consideration of matters falling within its portfolio, and in particular 
chapter 13, and for report-back on the relevant findings and 
recommendations; 

• The Portfolio Committee on Public Service and Administration for 
consideration of matters falling within its portfolio, and in particular 
chapter 10, and for report-back on the relevant findings and 
recommendations; 

• The Portfolio Committee on Trade and Industry for consideration of 
matters within its portfolio, and in particular chapter 12, and for report-
back on the relevant findings and recommendations; 

• The Standing Committee on Public Accounts for consideration of 
matters within its area of competence and for report-back on the 
relevant findings and recommendations; 

• The Joint Committee on Ethics and Members' Interest in so far as it 
relates to members of Parliament. 

 
On 15 November 2001 the Speaker also referred the JIT Report to the 
Joint Standing Committee on Defence of Parliament: 
• The Joint Standing Committee on Defence had to consider matters 

falling within its area of competence and in particular chapters 3 to 7 
and 10 to 12. 

 
On 4 and 5 December 2001 the members of the JIT elucidated the report 
to a combined sitting of the Committees to which certain sections of the 
JIT Report had been referred. 
 
During this session the members had the opportunity to interact with all 
the members of the JIT and to seek further clarity on the investigation and 
the matters contained in the JIT Report. 
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 The two-day interaction was an extensive process and many questions 
and requests for clarification by the various committee members during 
that sitting, were responded to by the JIT. 

 
During the period 10 to 12 December 2001 the various reports by 
Committees of Parliament on the JIT Report were tabled. 

 
The findings and recommendations of SCOPA on the JIT Report are 
representative of the findings and recommendations of the other 
Committees and are quoted for ease of reference: 

 
"1. The Committee accepts the findings and recommendations 

contained in the Report of the JIT, in particular the finding that 'No 
evidence was found of any improper or unlawful conduct by the 
government. The irregularities and improprieties referred to in the 
findings as contained in this report, point to the conduct of certain 
officials of the government departments involved and cannot, in our 
view, be ascribed to the President or the Ministers involved in their 
capacity as members of the Ministers’ Committee or Cabinet. There 
are therefore no grounds to suggest that the Government's 
contracting position is flawed’. 

 
2. The Committee notes that the government has accepted the 

findings and recommendations made by the JIT in the Report 
without reservation. 

 
3. The Committee further notes and supports the ongoing criminal 

investigations that are being conducted, and urges that they be 
concluded speedily. 

 
4. The Committee commits itself to monitor, through its ongoing 

oversight role, the implementation of recommendations falling 
within its area of competence." 

 
The findings and recommendations of the various Committees were 

discussed and adopted in Parliament on 13 August 2002. 
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4. C2I2 Systems (Pty) Ltd (C2I2)  

 
4.1 Background 
 

C²I² is a Cape Town based company and Mr R M Young is its managing 
director. C²I² was one of the sub-contracting bidders on the arms deal for 
the supply of two sub-systems: System Management System (SMS) and 
Navigation Distribution Sub-System (NDSS) of the combat suite on the 
Corvettes. 
 

  C²I² submitted bids for these two tenders. It was successful with the tender 
of the NDSS but unsuccessful with the tender of the SMS, which was 
awarded to ADS. C²I² regarded the process to award the contract to ADS 
as fundamentally flawed and threatened to take legal action against the 
South African National Defence Force (SANDF). 

 
  Simultaneously C²I² made allegations relating to flaws in the tender 

awarding process to inter alia my Office, the Public Protector (PP), the 
SIU, members of Parliament and SCOPA, and supplied certain 
information of a confidential nature. 

 
  +Included in the information supplied to us in about June/July 2001 was a 

compact disc containing inter alia classified and privileged information –
some of which were documents from the DoD and others were audit 
working papers from our preliminary review. 

 
  In addition to repeated threats of taking legal action against the SANDF, 

C²I²  lobbied extensively to have the C²I² complaint investigated by the 
public investigating bodies. I was initially hesitant to investigate this matter 
which had a very strong personal interest that was likely to be the subject 
matter of court action. However, at the request of SCOPA and having 
regard to the nature of information provided to me, I decided to investigate 
the complaints of C²I². A separate chapter (chapter 12 of the draft report, 
Annexure A and chapter 11 of the final report, Annexure B) was dedicated 
to the outcome of this investigation by a specially appointed investigation 
team at a cost of approximately R1 million to my Office. This does not 
include costs incurred by the other investigating entities in this regard. 

 
  It is obvious that C²I² was not satisfied with the information and findings 

reported in chapter 11 of the final report, on the basis of alleged 
anonymous reports attributed to members of the JIT that significant 
findings in the draft report had been omitted from the final report. C²I² is 
reported to be of the view that the consultation process with the Executive 
influenced significant changes to the final report. It is presumed that this 
has prompted it to gain access to the draft report and other 
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documentation. C²I² seems to have been particularly interested in the draft 
report which was presented to the Executive (refer to Annexure A) as it 
was convinced it would find significant omissions from the final report 
(refer to Annexure B) relative to the draft. 

 
4.2 Request by C²I² for information in terms of the Promotion of Access 

to Information Act 
 

On 28 November 2001, soon after the JIT Report had been tabled in 
Parliament, C²I² requested information from me relating to the Strategic 
Defence Packages (SDP). The request was made in terms of the 
Promotion of Access to Information Act, 2000 (Act No. 2 of 2000) (PAI Act) 
and was framed in broad terms. The requester sought copies of: 
• All draft versions of the report submitted to Parliament by the JIT; 
• All audit files concerning the SDP from 1 January 1998 to 20 

November 2001; 
• All correspondence concerning the SDP between myself and the DoD 

from 1 January 1998 to 20 November 2001; and 
• All correspondence concerning the SDP between myself and the 

Public Protector’s Office from 1 January 1998 to 20 November 2001. 
 

Having considered the request, I refused access to the documents in 
terms of the PAI Act. I relied upon the grounds for refusal contained in 
sections 37, 41(a) and 45(b) of the said Act. 

 
Section 37 provides for the mandatory protection of certain confidential 
information of third parties. This includes records, where disclosure would 
constitute an action for breach of a duty of confidence owed to a third 
party in terms of an agreement. The section further provides that access 
may be refused if the record contains information that was supplied in 
confidence by a third party. A great deal of information was obtained in 
confidence and had to be protected as such. 

 
Section 41(a) states that access may be refused if the disclosure of the 
record could reasonably be expected to cause prejudice to the defence, 
security or international relations of the Republic. Given the detailed 
information relating to the SANDF, including inter alia weapon systems 
and capabilities, I relied upon the provisions of this section. 
 
Finally, section 45(b) provides that a request may be refused if the work 
involved in processing it would substantially and unreasonably divert the 
resources of the relevant public body. This section was relied upon given 
the sheer bulk of documentation requested. 
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The requester was informed by means of a letter dated 18 January 2002 
that its request was refused. The aforementioned reasons were stated in 
the letter. 
 
On 18 February 2002 proceedings were launched by the requester in the 
Pretoria High Court against myself, the Public Protector, the National 
Director of Public Prosecutions and the Minister of Defence, as a result of 
my decision. 
  
All the parties cited above opposed the application. During the course of 
pleadings, and in its replying papers, the requester conceded that its 
request was too wide in ambit, as I had previously argued, and proceeded 
to limit its request to what it termed the reduced record. 
 
This so-called “reduced record” related to documents falling within the 
requester’s area of interest in the SDP procurement process. It specifically 
required documents relating to: 
• The de-selection of the requester as a supplier of the Combat Suite’s 

Information Management System and the selection of the Detexis 
Diacerto Combat Suite Databus; 

• The selection of the supplier of the System Management System, the 
Navigation Distribution System, and the Integrated Platform 
Management System Simulator; 

• The role of African Defence Systems (ADS) in the supply of the 
combat suite for the Corvettes and its conflict of interest by virtue of its 
involvement in the supply of the Corvettes at various levels; and 

• The conflict of interest of Schabir Shaikh. 
 

We considered this request for a reduced record as a new request and 
asked the requester to withdraw its original court application – which it 
refused to do. We therefore did not get an opportunity to apply our minds 
to this new request for a reduced record. 

 
The matter came before court on 7 November 2002 before the Honourable 
Hartzenberg J. Judgement was delivered on 25 November 2002. 
 
In terms of the judgement the requester was to be granted access to the 
“reduced record”. I was authorised to refuse access to documents if any of 
the grounds for refusal were applicable to them. 
 
The Order of Court (Order) itself, in my view, was open to interpretation as 
to what exactly was to be provided. In an endeavour to obtain clarity on 
the matter and for a definitive interpretation of the Order, an application for 
leave to appeal was lodged on 6 December 2002. 
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This application was, however, withdrawn on 12 March 2003 once a 
common understanding of the Order was reached between legal counsel. 
That is, that the entire Order of Court related to the reduced record 
referred to above. This was subsequently confirmed by an exchange of 
correspondence between legal counsel. 
 
Once the aforementioned common understanding had been reached, 
steps were immediately taken to comply with the Order. On 15 May 2003 
two files of documents were dispatched by courier to the requester’s 
attorneys under cover of a letter explaining how the search was 
conducted. We furthermore urged the requester to direct any further 
enquiries/comments, relating to the documents released, directly to our 
attorney for our attention. The requester was asked not to debate the 
matter via the media. A copy of the said letter is attached hereto 
(Annexure C). The letter also contained an annexure describing each 
document provided as well as those documents which are in our 
possession but which were not released in terms of the PAI Act. 
 
Shortly after receiving the documents the requester, via the media, 
indicated that it was of the opinion that I had not fully complied with the 
Order of Court and that it intended instituting legal action against me for 
non-compliance. Numerous correspondences in this vein were exchanged 
by our attorneys. 
 
In an endeavour to reach finality, the requester was informed that a further 
exercise was to be undertaken by myself to identify relevant documents. 
This would be done in order to satisfy all parties that the order was 
complied with and to provide any further documentation that should have 
been provided but may not have been, if that was the case. 
Notwithstanding our proposal, a further application has been instituted 
against me. 
 
This exercise has already commenced, is at an advanced stage and will 
be finalised shortly. 
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5. Media allegations, and rebuttals by the Auditor-General 

 
The allegations regarding my conduct started in January 2002 by way of 
an article published in Mail and Guardian. The article contained several 
inaccuracies and was published without prior reference to myself for 
comment. It reflected on the credibility of the JIT investigation. 
 
The reporter subsequently left the employment of Mail and Guardian and 
later wrote several articles on a freelance basis, which were published in 
Business Day. These articles would seem to be the source of the 
allegations levelled against myself and take no cognisance of a full and 
detailed statement released by myself on 26 May 2003 (Annexure D). 
 
The press articles are extremely complex, ranging widely to include a 
variety of other materials, which has tended to confuse readers. On 
occasion, my responses to some of the allegations have been accurately 
quoted in the articles, but on many occasions in a context unfairly biased 
against me. Inaccuracies have also permeated the reports, some blatantly 
ignoring the detailed and full statement that I issued on 26 May 2003, 
where I endeavoured to point out that necessary items allegedly excluded 
from the report were indeed included in the final report. 
 
I requested Business Day to publish my statement and to make the point 
that these allegedly excluded items had in fact been retained in the final 
report and that items in respect of the issue of gifts, which had been 
excluded, were referred to the DSO for purposes of a criminal 
investigation. 
 
In my response of 26 May 2003, I commented on each of the media 
speculations/allegations and requested them to report on my complete 
response. 
 
The allegations contained in Business Day and other media articles, and 
my responses thereto, can be summarised as follows: 
 

5.1 "Heavy'' editing 
 
The claim that the report was "heavily'' or "significantly'' edited, implied that 
many important items had been removed from the final report. As 
explained in paragraph 2.3 above, editorial changes made to a draft is a 
normal practice in any report finalisation process – therefore it is called a 
“draft”. 
 
It should be patently obvious to any reader of the final report, this special 
report, and the portion of draft report annexed hereto that the editing of 
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chapter 11 of the final report was not directed towards removing important 
items from chapter 12 of the draft report. 
 

5.2    Inaccurate statements made to SCOPA 
 
The alleged omission from the final report of findings on inaccurate 
statements in respect of what was told to SCOPA by senior officials of the 
DoD about the following:  
• the ownership of ADS (African Defence Systems); 
• that the SA Navy did not indicate its preference for the C²I² IMS 

product. It is claimed that this information was edited out of the final 
report. 

 
5.2.1 ADS ownership 

 
What actually appears in the final report (page 293, item 11.1.3.1(d)) and 
which also has to be related to other relevant passages in the report is the 
following: "In April 1998, Thomson-CSF acquired 50% of Altech and the 
remaining 50% in February 1999''. 
 
On page 316, there is further elaboration under item 11.6.6.19 which 
states, and again this has to be read in the context of the rest of the report, 
that: "The failure to submit the said report on the Diacerto bus to the PCB 
(Project Control Board) has a bearing on the above-mentioned statement 
to SCOPA that the PCB ratified the selection of the Detexis product. 
Coupled with this is the fact that the PCB was not informed of the 
Thomson take-over of ADS (although it was apparently a known fact)''. 
 
Though this is couched in technical language and refers to pieces of 
equipment, it identifies for a person reading the full report the salient piece 
of information that had a bearing on the statements made by the DoD 
officials to SCOPA on the ADS ownership issue. 
 
On several occasions it was reported that the allegation was made that the 
final report excluded information regarding the takeover of ADS by 
Thomson-CSF. This extract from the report shows that this information 
was indeed included and considered by SCOPA in finalising their report to 
Parliament on the matter. 
 

5.2.2 Preference for the C2I2 IMS product 
 
The allegation is that reference to C²I²  being a nominated or preferred 
bidder for its product was omitted from the final report. This is untrue. Full 
reference to this matter is made on page 309, item 11.6.4.2 of the final 
report, which states: "From the investigation it appears that, up to a point, 
the C212 IMS was the preferred databus of the SA Navy''. 
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5.3 Gifts 

 
The allegation is that “Fakie denied having excised this revelation from the 
audit report. However the draft has a section entitled ‘gifts received’ on 
page 166 which confirms (this)”. 
 
The final report states in the introduction to chapter 11, which deals with 
the allegations/complaints by C2I2 (page 290) that: "Those allegations that 
point to criminal conduct form the subject of an investigation by DSO, the 
contents of which are, for the reasons explained earlier, not discussed in 
this report''. 
 
It should be noted that this statement relates directly to the gifts, as it is 
stated in the draft report (amended in my handwriting) that "the issue has 
been referred to the DSO to pursue further''. 
 
What it means is that I and my fellow investigators (the National Director of 
Public Prosecutions and the Public Protector) decided that, as matters 
came to our attention which required further criminal investigation, we 
would refer these to the Scorpions and thus not include them in the report. 
It would be for those investigators to make a final report following their 
investigations. 
 
The other factor to bear in mind regarding the overall significance of this 
matter is that the total amounts involved as gifts for the two said officials 
were R7 000 and R4 000 respectively and the gifts were presented to 
them openly. 
 
Allegations were also made in this context that this was omitted with the 
motive to shield/protect senior officials within the department. These 
officials have been implicated in chapter 11 of the final report and other 
chapters of the final report and as such this reasoning defies logic. 
 
Since these allegations have been made, the National Directorate of 
Public Prosecutions (NDPP) has issued a media statement to confirm the 
fact that the investigations in these matters are still ongoing. 

 
5.4 Undue influence on the Auditor-General 

 
I should also point out that in Business Day of 28 May 2003 the reporter 
states under the headline, "Fakie had 'no choice' but to limit report'', that 
"Auditor-General Shauket Fakie, under mounting opposition pressure over 
changes he made to the draft report of the arms probe, justified his actions 
yesterday, saying he had 'no choice' but to limit the report''. 
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My statements were quoted out of context. What I did say (see my 
statement attached as Annexure D) was that I had no choice but to comply 
with section 4(6) of the Auditor-General Act, of 1995. The Act requires me 
to consult with the President, the Minister of Finance and the responsible 
Minister. I did not say that I had limited the report as a result of the 
consultation process. Indeed, I stated the contrary: "In the light of the 
explanation/comments mentioned above, I am of the opinion that I have 
not limited the report in any way with regard to any irregularity or alleged 
irregularity as required by the proviso in the above-mentioned section''.  
 
On 28 May 2003 I faxed a letter to Mr Peter Bruce, the editor of Business 
Day, wherein I formally requested him to publish my statement in full in 
order to set the record straight once and for all and put the facts in 
perspective. I said in this letter that failure to do so would leave me no 
option but to report the issue to the Press Ombudsman (Annexure E). 
 
The article published in Business Day of 29 May 2003 included some of 
my comments made in the media statement, but again out of context and 
accompanied by a further attack on my integrity. Mr Bruce contacted me 
on Friday, 30 May 2003 to discuss the matter. I agreed to provide him with 
a shortened version of the initial release. I also requested him to give this 
article equal prominence to the ones published earlier. My request was 
acceded to partially in the sense that a letter directed on my behalf was 
published in Business Day of 5 June 2003 on a portion of a page 
dedicated for that purpose.  

 
5.5 Statements made by members of Parliament 

 
Emanating from these press articles many statements and comments 
have been made both in the media and in Parliament by some members 
of Parliament. I summarise some of the statements made in the media: 
 
1) Jacaranda 21 May 2003 – Bantu Holomisa called for the 

resignation of the Auditor-General, Shauket Fakie. 
 

2) SAFM AM Live 21 May 2003 – Gavin Woods claimed material 
was removed from the final report as well as inappropriate 
associations between Auditor-General Shauket Fakie and 
Members of the Cabinet. 

 
3) Cape Talk 22 May 2003 – Gavin Woods gave credence to R 

Young and cast aspersions on the Auditor-General to the extent 
that he insinuated that I lied to Parliament. 
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4) Radio 702 22 May 2003 – R. Taljaard claimed that Cabinet was 
in a position to effect significant alterations and it did appear as 
if there were significant alterations to the JIT Report. 

 
I conclude, having regard to the above, that these allegations and 
conclusions are unfounded. 
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6.  Statements and motions in Parliament 
 
6.1 Statements made in Parliament 
 

The following abbreviated statements by members of Parliament on 13 
August 2002 (these statements were taken from the unrevised copy of the 
Hansard) (own emphasis) are considered unfortunate and seem to be 
based on inaccurate media reports: 
 
(a) Ms R Taljaard: extracts from statement: 

• "It is about the integrity of our institutions and the failures of our 
democracy.” 

• "The JIT report failed to deal with the issues raised in Scopa’s 
fourteenth report and refute the concerns it expressed." 

• "The reports bear testimony to the fact that our constitutional 
checks and balances failed to expose and investigate the flaws." 

• "Meetings took place between the executive and the Auditor-
General before and during this investigation that would seem, 
apart from the obvious and patently clearly political questions, 
madness in the context of Enron-dicta on the advisable arms 
length relationship between auditor and auditee." 

• "These meetings between the executive and the Auditor-
General raised pertinent questions about the independence of 
this probe. These questions arose again when the executive had 
the opportunity to sanitise the final report of the JIT under 
draconian remnants of executive control lodged at the heart of 
the Auditor-General’s Act in section 4(6) of the Act." 

• "This is the truth that has emerged from the arms deal saga that 
cannot be hidden. South Africa has damaged institutions. This is 
the legacy of the JIT report and the profoundly lacking 
committee reports we finally debate today." 

 
(b) Dr G G Woods: extracts from statement: 

• "The seriousness of this failure rivals even the shameful 
extremes of the arms deal itself. And it is with this in mind that I 
will today place a number of contentious and irresponsible 
actions on Hansard record, which will help to explain the 
subversion of the investigation which took place, and help to 
explain the appalling quality of the Joint Investigating Team’s, 
the JIT’s, …. report.” 

• "Then, after the Auditor-General, together with the National 
Director of Public Prosecutions and the Public Protector, held an 
inappropriate meeting with the President and the Minister for 
Justice and Constitutional Development, the Auditor-General too 
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realigned his view and, on the national television, said the 
investigating team could do without the SIU." 

• "This not withstanding his earlier letter to the Chairperson of 
Scopa saying the team requires the special skills and 
experience of the SIU and urging me to write to the President for 
the SIU’s involvement.” 

• "Other than a meeting early in 2001 with the Auditor-General's 
staff, there was no communication at all between Scopa and the 
JIT. All attempts to have discussions were either rejected by the 
ANC component or evaded by the JIT, leaving Scopa never 
knowing what the investigation it had requested was or was not 
covering." 

• "Because of his centrality to the process, I need to comment on 
the puzzling actions of the Auditor-General beyond his change 
of mind about the SIU. I will do this without suggesting or 
inferring any dishonesty on his part. I will simply list factual 
instances, which are already in the public domain, which are 
very relevant to the accountability process which we are alluding 
today." 

• "Firstly, the meetings he held with the President, in particular, 
the members of the executive, were inappropriate because of 
their role in the special cabinet subcommittee which was central 
to the arms deal." 

• "Then there was the Auditor-General’s removal of the 
investigation's two most qualified officials after they had 
expressed concern about a weakened investigation. Then he 
banned communication between his investigation staff and 
members of Scopa. He acceded to the politically motivated wish 
for no interim accountability to Parliament. Then, in June, he 
advised that the JIT report would be ready for Parliament in 
August. He confirmed this again in July, but it never came in 
August. In fact, it never came in September." 

• "Then, in early October, he told Scopa that his team were 
having to work night and day in order to finish the report before 
Parliament closed in November. He never did explain why the 
JIT had suddenly come to need that extraordinary extra amount 
of time. We then learnt through Mail and Guardian that the delay 
coincided with the secret release of the draft of the report to 
members of the executive – this under the pretext of an old 
apartheid law which P W Botha used to protect his clandestine 
arms dealings, a law which is patently not in keeping with our 
new Constitution." 

• "This in turn seems to have led the Auditor-General to now be 
fighting wars on two fronts: One by engaging lawyers to try and 
prevent the public from seeing the drafts in question – why? The 
other is using tough measures to prevent leaks from members of 
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the JIT. It is said that he has warned staff of jail sentences from 
under a provision of the National Director of Public Prosecutions 
Act. And, as we also know, he has subjected a number of senior 
team members to lie-detector tests. There are a number of other 
related issues which I could refer to." 

• "All that I have alluded to this afternoon shows that we are left 
not knowing the full extent of the corrupted process. But, what 
we do know is that the process has produced a seriously 
deficient report in which the JIT ignored most of the issues listed 
in Scopa’s 14th report. We also know that, after 12 months of 
very costly work, the JIT was not able to produce any new 
findings." 

• "There is almost no forensic level or other form of analysis 
towards establishing missing explanations in the report. Most 
questions are simply avoided. Against this, may I remind hon 
members of my widely publicised critique of the JIT’s work." 

• "Everything about the arms deal and the strategic package is 
deplorable; The quality of its transaction; the quality of 
investigation into those transactions; the actions of those that 
undermined the investigation; the failure of this Parliament to 
defend the public interest and our parliamentary democracy and, 
most of all, the huge and painful sacrifices - the demands of the 
country's people." 

 
The following is an abbreviated statement by the Speaker after the 
statements made by Ms R Taljaard in Parliament on 13 August 2002. 
These statements were taken from the unrevised copy of the Hansard 
(underlining own emphasis). Following the statement of Mr G Solomon, 
the Speaker of Parliament (Dr F Ginwala) commented as follows: 
• “I just wish to make a comment. I want to draw the hon member's 

attention and all members in the House to Rule 66 which makes it very 
clear that no member shall reflect upon the competence or honour of a 
judge or a superior court or the holder of an office whose removal from 
such office is dependent upon a decision of this House, except upon a 
substantive motion in this House alleging facts and so on." 

• "Now I am drawing attention to this not because of what has already 
been said though it was on the border, but to avoid us going in that 
direction. We are not going to debate the integrity of any of those 
institutions. So please, I appeal to both sides of the House that by 
putting that on the agenda, members are provoking a debate of this 
kind. So, I would ask members not to attack the institutions and not to 
put that issue on the table because by so doing, members would be 
provocative. I really wish that this debate should deal with the 
substance rather than dealing with the particular institutions." 
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• "If there are any members on either side who have problems with the 
office holders, would those members please follow this rule and place 
a substantive motion before the House. " 

 
6.2 Motions made in Parliament 
 

The following Notices of Motion were given by certain members of 
Parliament. 
 
The Notices of Motion are quoted in order to depict the severity of the 
attack on a constitutional institution and to provide insight into the 
confusion the allegations in the media had caused. 
 

6.2.1 Notice of Motion given on 28 May 2003 by Ms R Taljaard: 
"Draft resolution (Ms R Taljaard): That the House - 
(1) notes - 

(a) statements by the Auditor-General that he had no choice in 
editing the JIT Report due to section 4(6) of the Auditor-
General Act of 1995; 

(b) that section 4(6) was notoriously used by the apartheid 
regime to hide certain military and intelligence projects from 
the public and that it offends against sections 181 and 188 of 
the Constitution and may well be unconstitutional; and 

(c) that the statement of the Auditor-General merely serves to 
confirm that key issues were either edited out or glossed 
over by the JIT Report; and 

(2) calls on the Auditor-General to reveal - 
(a) the extent of consultation with the executive in terms of 

section 4(6); 
(b) who in the executive was involved; 
(c) what role was played by the President in this regard, given 

that the current President chaired the Inter-Ministerial 
Cabinet Committee tasked with this procurement; and 

(d) what requests were received from the President and other 
Ministers concerned in respect of the JIT Report." 

 
6.2.2 Notice of Motion given on 4 June 2003 by Mr P F Smith: 

“Draft resolution (Mr P F Smith): That the House -  
(1) notes - 

(a) the written notice of a draft resolution given by Ms R Taljaard 
of the Democratic Alliance on 28 May 2003 in which she 
alleged that the Auditor General had stated that he had no 
choice in editing the JIT Report due to section 4(6) of the 
Auditor General Act, 1995; 

(b) that in making this allegation, Ms Taljaard is misleading the 
House as this assertion is factually incorrect because - 
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(i) section 4(6) of the Auditor General Act requires the 
Auditor General to consult with the President, the 
Minister of Finance and the responsible Minister 
regarding certain accounts ‘provided that the reporting 
on any unauthorised expenditure or other irregularity 
shall not be so limited’ - the requirement in the Act is 
therefore that the Auditor General must consult, but 
there is no requirement that he must edit the report; 

(ii) in a press statement dated 26 May 2003 the Auditor 
General reiterated the statutory requirement of 
consultation and the fact that he did not have a choice 
as far as consultations were concerned, but the 
Auditor General did not state or even imply that he 
was forced to edit the report; 

(c) that in her motion Ms Taljaard of the Democratic Alliance 
claims that section 4(6) of the Auditor General Act was used 
by the apartheid regime, but that this a chronological 
impossibility as the Act was passed in 1995 and the 
democratic order began in 1994; and 

(d) that Ms Taljaard's motion casts aspersions on the Auditor 
General by stating as a fact that the statement confirms that 
key issues were edited out or glossed over by the JIT Report, 
and that this is in violation of Rule 66, as it reflects on the 
competence or honour of a person whose removal is 
dependent upon a decision of this House; and 

(2) therefore resolves to call on -  
(a) Ms Taljaard to withdraw her motion and to apologise for 

misrepresenting both the Auditor General Act and the Auditor 
General's statements as well as for casting aspersions on his 
competence or honour; and 

(b) the Democratic Alliance to stop distorting the facts in the 
pursuit of cheap electoral political gain." 

 
On 11 June 2003 the Speaker, inter alia, made the following rulings 
regarding the two Notices of Motion as given by Ms Taljaard and Mr 
Smith: 
 

"The Hon Ms Taljaard in her notice of motion published on the 
Order Paper of 30 May claims that the Auditor-General had stated 
that, and I quote: 'He had no choice in editing the JIT Report due to 
section 4(6) of the Auditor-General Act of 1995.’ It is not for me to 
decide on the accuracy of the hon member’s claim as to what the 
Auditor-General has said. On the basis of Ms Taljaard's 
understanding the Auditor-General had said that he had no choice 
in editing. Her notice of motion goes on to say, and I quote: ‘The 



 

 Special report of the Auditor-General – arms deal 

 

23

statement of the Auditor-General merely serves to confirm that key 
issues were either edited or glossed over by the JIT Report.’” 
"The allegation is made that the Auditor-General improperly altered 
the report, editing out or glossing over key issues. This can be 
regarded as reflecting on the competence or honour of the Auditor-
General, which in terms of Rule 66 may only be done by way of a 
substantive motion. The notice of motion is therefore out of order 
and will be removed from the Order Paper." 
"Concerning the notice of motion by the hon Mr Smith, he called on 

the DA to stop distorting the facts and a point of order was taken on 
that. The reference here is to a party and remarks addressed to a 
party are permissible when they would not necessarily be so if 
addressed to a member. That notice of motion is in order." 
"We will now come to notices of motion and I assure members we 
will be more vigilant before we publish any in future. I apologise to 
the House that we did not pick up. We will provide a written record of 
the ruling to both of the members concerned." 

 
6.2.3 Notice of Motion given on 12 June 2003 by Ms R Taljaard 

 
"Draft resolution (Ms R Taljaard): That the House - 
(1) disapproves of the failure of the Chief Whip’s Forum to address the 

Democratic Alliance's request for the appointment of an ad hoc 
committee to investigate the JIT report relating to the arms deal 
scandal; 

(2) believes that the failure by the Chief Whip's Forum is explained by 
the fact that the ANC has no desire to have a thoroughgoing 
investigation and will do whatever is necessary to cover up the 
scandal; 

(3) affirms that it is entirely proper for Scopa to investigate whether it 
was misled by the Auditor General; and 

(4) resolves - 
(a) that any further investigation into the arms deal scandal 

should be undertaken by an ad hoc committee, 
representative of all parties and including members of Scopa 
and members of the Portfolio Committees such as Trade and 
Industry, Finance, Defence, Justice and Public Service and 
other interested committees; and 

(b) to instruct the Chief Whip's Forum to expedite its discussion 
and decision so that the House can proceed with the 
appointment of the committee." 

 
6.3 Rule 66 of National Assembly Rules 

 
I do not think it appropriate for me to comment on the statements made in 
Parliament by honourable members of Parliament. However, I note the 
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ruling of the honourable Speaker in relation to the rules of Parliament in so 
far as it relates to the competence and honour of a constitutional 
institution. In this regard I am compelled to quote the current Rule 66 to 
indicate the importance thereof. 
 
Rule 66 of National Assembly Rules issued June 1999, 3rd edition, 
specifically states: 

"66. No member shall reflect upon the competence or honour of a 
judge of a superior court, or of the holder of an office (other than a 
member of the Government) whose removal from such office is 
dependent upon a decision of this House, except upon a 
substantive motion in this House alleging facts which, if true, would 
in the opinion of the Speaker prima facie warrant such a decision." 

 
6.4  Possible transgression of Rule 66 of Parliament 

 
Based on certain of the statements and motions made in Parliament, as 
well as statements out of Parliament, I am of the view that there may have 
been a transgression of Rule 66 of Parliament. Inaccurate statements 
were also made that may be misleading members of Parliament. It is not 
for me to influence Parliament. I would, however, like to refer to a previous 
incident where a similar transgression took place in the National 
Assembly, on 18 June 1997, for which a member of Parliament was found 
guilty of transgressing the then Rule 99 of Parliament (currently Rule 66 of 
Parliament). 
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7.   Conclusion 
 

If one considers the facts presented in this report and my comments 
thereon, I am concerned that there has been an effort by certain 
individuals to discredit me and my Office. Allegations are based on 
insufficient and inconclusive evidence during a period when sensational 
reporting by the media was rife. 
 
If one considers the performance of the Office regarding the auditing of 
other departments and more specifically the DoD and the issues that have 
been placed before Parliament in the past, it is clear that the taxpayer has 
been well served. However, as indicated before, despite our best efforts, 
we will never achieve perfection. 
 
I therefore wish to remind readers of what was reported in the Preface to 
the JIT Report of November 2001 which inter alia reads as follows: 
 

“Investigations, by their very nature, generate expectations and 
controversy: controversy in that an over-zealous investigation might 
be seen as a witch-hunt or a fishing expedition, whilst a superficial 
investigation might smack of a cover-up. 
 
The test of commitment lies not in a preference for any of these 
extremes, but in a golden mid-way, where a balance is struck 
between the demands for accuracy, rigorous investigation and the 
rights of privacy of those affected. 
 
Our pursuit has been deliberate; to conduct a proper and diligent 
examination that reaffirms the solid foundation and pillars of our 
legal system and ultimately enhances our democracy. 
 
We have at all times endeavoured to act in accordance with the 
spirit of the Constitution in conducting the investigation with 
resolute independence, depth of courage and an uncompromising 
standard of intellectual integrity. 
 
In essence, we are duty-bound to conduct our business in a 
measured, accountable and objective manner that instills legitimacy 
and respect for the law. That, we hope, we have done without the 
abuse of power or process. 
 
An investigation of this kind can, of course, never be perfect 
because the discipline involved is not an exact science and the 
human element can never be accounted for fully.” 
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In this specific case I have not been able to identify any case where I have 
failed in any material way to do my duty to Parliament and the taxpayer. I 
have always acted in good faith and with an uncompromising standard of 
integrity.  Based on the evidence at my disposal I stand by the JIT Report 
tabled in Parliament in November 2001. 
 
As the holder of the office of Auditor-General it is of serious concern that 
certain members of Parliament should deem it necessary to attack a 
constitutional institution, such as the Auditor-General, in a period of our 
history where constitutional democracy should be upheld at all costs. 
 
It is under these circumstances that I rely on Parliament to protect the 
integrity and honour of the office of the Auditor-General as a constitutional 
institution. 
 
 

SA FAKIE 
AUDITOR-GENERAL     
 
Pretoria 
24 June 2003 



 
Strategic Defence Packages 
Report of the Auditor-General 

 
Chapter 12 - De-selection of subcontractors: C²I²  Draft for discussion purposes only 

 

151

CCHHAAPPTTEERR  1122  
  

NNOONN--SSEELLEECCTTIIOONN  OOFF  SSUUBB  CCOONNTTRRAACCTTOORR::    CC²²II²²  
  
12.1 BACKGROUND 

 

12.1.1 In 1993 the SA Navy registered Project Sitron, aimed at procuring corvettes for 

the SA Navy.  Eventually Spain was selected as the preferred bidder.  In 1995, 

however, the former Minister of Defence deferred the decision to buy the 

vessels.  In 1997, Cabinet approved the Defence Review in terms of which four 

corvettes would be acquired, and Parliament approved this in April 1998. 

 

12.1.2 The SA Navy launched a technology retention programme in 1993, under the 

name Project Diodon, which later became Project Suvecs.  The aim was to 

retain the local naval combat system industrial and technology base. 

 

12.1.3 On 23 September 1997 a Request for Information was sent to eleven countries, 

inviting them to submit offers for four patrol corvettes for the SA Navy.  

Subsequently seven countries were shortlisted, and a RFO was sent to them on 

13 February 1998. 

 

12.1.4 The relevant provisions of the RFO are the following: 

 
12.1.4.1 Four integrated vessels have to be supplied, each consisting of a ship platform, 

i.e. the hulls and machinery, and a combat suite, i.e. the command and control, 

communications, navigation and sensor and effector systems. 

12.1.4.2 The contractor will be the successful bidder. 
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12.1.4.3 The combat suite contractor will be a South African industry consortium, 

wherein Altech Defence Systems (Pty) Ltd plays a leading role. 

 

12.1.4.4 The vessel contractor will be the prime contractor, responsible for the supply of 

the vessels with their integrated logistic support. 

 

12.1.4.5 The intention is that the preferred contractor and the combat suite contractor 

should have a teaming arrangement to form the vessel contractor. 

 

12.1.5 Apart from nominating Altech Defence Systems (Pty) Ltd (ADS) in the RFO, 

other South African industry companies were also listed in various SA Navy or 

Armscor documents as suppliers of elements of the combat suite. 

 

12.1.6 These documents include the following: 

 
● The SA Navy Patrol Corvette Combat Suite Element Costing and 

Description. 

● The SA Navy Patrol Corvette Combat Suite Requirement Specification. 

 

12.1.7 The successful bidder was the German Frigate Consortium (GFC), consisting of 

the following companies: 

 
● Blohm & Voss GmbH. 

● Thyssen Rheinstahl GmbH. 

● Howaldtswerke - Deutsche Werft AG. 

 

12.1.8 Although ADS remained a South African company, it was a subsidiary of a 

French company, and the majority of its new directors were French – since 

Thomson  
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 International of France bought 50% of the shares of ADS on 24 April 1998 and 

the other 50% on 19 February 1999. 

 

12.1.9 Both ADS and Thomson joined the GFC on a date that could not be determined 

by the investigation team. 

 

12.1.10 The GFC was declared the preferred bidder in November 1998, and on 3 

December 1999 Armscor concluded a contract with the GFC. 

 

12.1.11 C2I2 was the recipient of funding from Armscor in terms of its technology 

retention programme, Project Suvecs.  C2I2 received a total of R23 149 508.42 

during the period 30 September 1994 until 23 October 1999 to develop the 

Information Management System (IMS) and Navigation Distribution Sub-System 

(NDSS): R22 249 592.42 was paid in respect of the IMS and only R899 916.00 

was advanced for the development of the NDSS (the investigation team verified 

these amounts to supporting invoices).  Apart from this, C2I2 also, according to 

Dr R.M.M. Young of C2I2, invested some R10 million of its own funds in the 

development of the IMS. 

 

12.1.12 Separate contracts were signed with C2I2 in respect of the technology funding.  

In respect of the IMS, most contracts specify that the SANDF shall retain 

ownership and copyright of the product once full and final payment has been 

made. One contract stipulates that the SANDF and C2I2 shall have joint 

ownership.  In respect of the NDSS, the contract stipulates that Armscor and 

the Navy shall have joint ownership. 
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12.1.13 Altech Defence Systems (Pty) Ltd, whose name was changed to African 

Defence Systems (Pty) Ltd, was the successful combat suite integrator, and was 

also awarded other sub-contracts. 

 

12.1.14 ADS therefore not only became part of the GFC, i.e. the main contractor, but 

were also the combat suite contractor and a contender for sub-contracts, 

competing with other local companies. 

 

12.1.15 C2I2 (Pty) Ltd was one of the listed or nominated local companies, and 

submitted an offer for the Information Management System (IMS) of the 

combat suite.  Eventually it was not awarded the contract, which led to Dr 

R.M.M. Young, its managing director, requesting a forensic audit. 

 

12.1.16 The total cost of the combat suite, in 1998 rands, is approximately R2.6 billion 

according to the evidence of the programme manager. 

 

12.2 BRIEF 

 
12.2.1 The mandate of the investigation team was to investigate the non-selection of 

C2I2 as the sub-contractor for the IMS, and to make a determination on the 

following issues: 

 
• The validity of the R40 million-risk premium added to the price of C2I2 for 

the IMS. 

• Whether C2I2’s commercial specifications were released to competitors. 

• The regularity or not of the non-selection of C2I2’s IMS. 

• The fact that a R20 million technology retention product (whether fully 

developed or still under development) was not used by the Navy. 
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12.3 ALLEGATIONS OF DR R.M.M. YOUNG 
 

The gist of Dr Young’s allegations is the following: 

 

12.3.1 That the IMS complied 100% with the User Requirements Specification. 

 

12.3.2 The fact that ADS was nominated for the combat suite system integration, and 

had the responsibility for contracting with subcontractors, but could also be a 

sub-contractor competing with other subcontractors, constituted a clear conflict 

of interest. 

 

12.3.3 That C2I2 was requested by ADS to submit a quotation for the IMS, which C2I2 

complied with.  ADS thus obtained full technical details and pricing information 

of C2I2. 

 

12.3.4 No proper risk assessment of the IMS was made by either the GFC, Thomson, 

ADS or any other party. 

 

12.3.5 By adding a risk premium of some R40 million to C2I2’s price of R38 million, plus 

adding a mark-up of R4 million and adding a risk management fee of R9 

million, i.e. making a price of R89 million in all, ADS pushed C2I2’s price up so 

high it was not competitive any more. C²I² was then not selected on account of 

price, as driven by “risk”. 

 

12.3.6 Furthermore, ADS obtained a quote from Detexis, a subsidiary of Thomson-CSF, 

which had also quoted for the Combat Suite databus to replace the IMS. The 

databus did not comply with the User Requirements Specification issued by the  
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 Navy and, in effect, ADS replaced C2I2’s system, which was fully compliant with 

the tender baseline specifications, with the completely non-compliant system of 

a Thomson-CSF subsidiary. 

 

12.3.7 The Department of Defence spent about R20 million on the development of 

C²I² Systems’ IMS. In addition to this, C²I² also spent approximately R10 

million of their own funds. Although the technology is owned jointly by SAN and 

C²I² in terms of the technology retention programme of the Navy, the Navy 

presently has no other project that can utilise the technology.  This means that 

the State is not getting the return it should on the R20 million investment of 

taxpayers' money. C²I² is presently trying to sell the IMS overseas, but this is 

proving to be extremely difficult in the light of it not having been selected by 

the SA Navy. 

 

12.3.8 A clear conflict of interest arose, which led to unfair and unlawful competition 

namely: 

 

12.3.8.1 The fact that ADS, the nominated and main contractor eventually selected could 

compete with other bidders for the sub-system contracts. 

 

12.3.8.2 The fact that ADS obtained C²I²'s price and technical specifications and directly 

or indirectly disclosed these to what later became C²I²’s competitor. 

 

12.3.8.3 The fact that Detexis and ADS are both in the Thomson-CSF group and form 

part of the prime contractor, i.e. the European South African Corvette 

Consortium (ESACC). 

 

12.3.8.4 The fact that Mr S. (Chippy) Shaik played a role in the process regarding the 

selection of the contractors for the Combat Suite, is improper considering that 
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his brother Mr Schabir Shaik has a direct interest, as director and shareholder in 

both ADS and Thomson. 

 

12.4 FINDINGS 

 

12.4.1 The Joint Project Team 

 

12.4.1.1 A Joint Project Team (JPT), was appointed to drive the project, consisting of SA 

Navy and Armscor personnel, with the project officer being 

R Adm J.E.G. Kamerman, and the programme manager being Mr F. Nortjé of 

Armscor. 

 

12.4.1.2 The JPT reported to the Project Control Board, whose members were SA Navy, 

Armscor and Department of Defence officials.  Apart from this, the project 

officer and programme manager reported to their superiors, which in the case 

of the project officer included the Naval Board. 

 

12.4.1.3 The JPT played a major role in the nomination and eventual selection of 

element suppliers.  It is, however, difficult to evaluate its work because no 

minutes were kept of its proceedings and deliberations, which is not in 

accordance with good procurement practice. 

 

 Members of the Project Control Board (PCB) had to ratify decisions of the JPT, 

but it is clear from the investigation that certain members did not have the 

technical knowledge to properly assess the JPT’s recommendations, and relied 

on the input from especially the project officer. 
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12.4.2 The nomination of suppliers for the combat suite 

 

12.4.2.1 A list of suppliers for the combat suite was compiled by the DoD.  Only one 

supplier per element was listed, and the list was made available to the GFC.  No 

records were kept of the process, and no tender procedures were applied, 

which means that potential suppliers could not apply for inclusion in the list.  

Evidence obtained indicates that the suppliers listed, were those who had 

received funding in terms of the technology retention programme. 

 

12.4.2.2 The nomination of suppliers was clearly not intended to indicate that they had 

to be contracted.  Tender documents also referred to candidate suppliers in this 

regard, and allowed the main contractor to submit alternative offers. 

 

12.4.2.3 This process of compiling the list of subcontractors would have been much 

more fair and transparent if potential suppliers had been given the opportunity 

of applying for inclusion in the list. 

 

12.4.2.4 No acceptable explanation for not applying a more fair and transparent process 

was offered. 

 

12.4.3 The tender process 

 

12.4.3.1 The GFC, being the main contractor, had to administer a tender system that 

was not subject to the control of Armscor or the SA Navy. 

 

12.4.3.2 There were three different categories of tenders: 
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(a)  Tenders submitted by those listed or nominated by the DoD. The GFC had 

to obtain quotations from them, but was free to submit alternatives. 

 

(b) Where the GFC submitted only one quotation for a specific system, and 

the JPT felt that the price quoted was too high, it compelled the GFC to 

obtain competitive tenders.  This happened in two instances, relating to 

the SMS and the NDSS. 

 

(c) Tenders for three sub-systems, which it was decided should be procured 

abroad, and in respect of which the GFC had to obtain competitive 

tenders. 

 

12.4.3.3 All contractors for the sub-systems of the combat suite had to submit their 

tenders to the GFC. 

 

12.4.3.4 The GFC evaluated tenders received by it, and recorded the relevant details on 

spreadsheets, which were then submitted to the JPT.  The JPT therefore did not 

have access to tenders itself. 

 

12.4.3.5 This had the effect that the award of contracts worth approximately R2.6 billion 

took place without the normal Armscor or State Tender Board procedures being 

applied.  The risk is obvious, both to the state and to subcontractors. 

 

12.4.3.6 The fact that ADS became part of the GFC, i.e. the main contractor, and was 

also the combat suite contractor and a contender for sub-contracts, probably 

created a conflict of interest situation, and this is a non-compliance with good 

procurement practice. 
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12.4.3.7 In this regard the allegations of Dr R.M.M. Young clearly have substance. 

12.4.4 The non-selection of the IMS of C2I2 
 

12.4.4.1 At some stage the JPT categorised contracts into three groups, i.e.: 

 
(a) Category A, which consists of the vessel platform. 

 

(b) Category B, which consists of all sub-systems that, have a critical effect on 

the overall vessel delivery, and for which the prime contractor retains full 

responsibility. 

 

(c) Category C, which consists of sub-systems, whose performance and 

delivery remain the responsibility of the subcontractors up to the point of 

delivery to the prime contractor for integration into the vessel. 

 

12.4.4.2 The SA Navy assumed some risk with respect to Category C products. 

 
12.4.4.3 According to the evidence, the IMS was regarded as a critical sub-system of the 

combat suite. 

 

12.4.4.4 The request for an offer for the IMS was issued to C2I2 by ADS on their 

letterhead, and C2I2’s Best and Final Offer, dated 14 May 1999, was addressed 

to ADS.  It is therefore clear, as Dr R.M.M. Young alleges that the C2I2 proposal 

was presented to ADS. 

 

12.4.4.5 C2I2 quoted a price of R 37 863 086.00 excluding VAT which equates to 

R 44 303 918.00 including VAT. 

 

12.4.4.6 The GFC was not prepared to accept the risk for the IMS as a Category B item, 

and offered an alternative, i.e. the so-called Diacerto bus of Detexis, a Thomson  
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 company.  It offered the IMS with a risk premium added to its price, which 

almost doubled its price to R 89 255 000. 

 

12.4.4.7 The investigation team did not get access to the GFC documentation, and had 

to rely on the following version of the Department of Defence: 

 

• A risk premium of some R42 million was added, consisting of R12 million 

to conduct a risk analysis of the IMS, and R30 million to cover integration 

risks and the risk of having to replace the system if it failed. 

 

12.4.4.8 The investigation team did not obtain the Detexis proposal, which should still be 

in the GFC’s possession.  The JPT merely received spreadsheets from the GFC 

reflecting details of the tenders submitted.  Evidence indicates though that the 

Detexis product was offered at a price of R49 255 000. 

 

12.4.4.9 The investigation team is of the opinion that the risk premium placed on the 

IMS was merely accepted by the JPT and PCB, without any attempt to properly 

evaluate or assess this. 

 

12.4.4.10 The calculation of the risk premium cannot be evaluated without evidence from 

the GFC and the assistance of an expert witness.  From a cost and time point of 

view we did not consider it feasible to pursue this.  We have, however, 

submitted a questionnaire to the attorneys representing GFC. 

 

12.4.4.11 Furthermore, there is no evidence to indicate that a proper risk assessment of 

the IMS was made, as is alleged by Dr R.M.M. Young.  The project officer 

testified that, regarding technical aspects, the risk of the IMS was “relatively 

benign”. 
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12.4.4.12 The JPT had an evaluation of the Detexis databus done on 4 to 6 June 1999, 

which led to the compilation of the “Report on the Diacerto bus proposed by the 

SAN of Project Sitron”.  In terms of this report, it was found that the IMS was a 

superior product, and the JPT consequently, from a technical point of view, 

proposed that the IMS be retained.  It was further found, however, that the 

Diacerto bus of Detexis could do the job. The evidence at the Public Protector 

public hearings to the effect that further evaluations took place that in turn led 

to further reports being produced could not be verified.  Although further 

technical interchanges between the JPT and ADS/Detexis took place, no further 

technical reports were produced. 

 

12.4.4.13 It appears that the JPT, or the members involved with the IMS, decided to opt 

for the Detexis product in view of the fact that it was cheaper, bearing in mind 

the risk premium placed on the IMS.  However, no minutes of its deliberations 

and decisions were kept.  A report was only subsequently drafted to explain the 

process when Mr S.H. Thomo took over as the CEO of Armscor. 

 

12.4.4.14 No PCB minutes reflecting a decision to award the contract to Detexis, or 

ratifying such a decision, could be found.  It appears from the minutes of the 

PCB meeting of 24 August 1999 that the PCB was merely informed of the JPT’s 

view. 

 

12.4.4.15 The project officer and programme manager testified that, five days prior to 

this PCB meeting, i.e. on 19 August 1999, a special PCB meeting was held 

where it was decided to award the contract to Detexis.  However, their 

evidence is refuted by other witnesses and the available documentation. 
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12.4.4.16 Consequently, serious doubt exists as to whether a meeting of the PCB on 

19 August 1999 took place. If it did, it was clearly not a properly constituted 

and valid meeting. 

 

12.4.4.17 Furthermore, no minutes of Naval Board meetings reflecting a decision to opt 

for the Detexis bus, could be found. 

 
12.4.4.18 It is therefore not clear when and by whom the decision was taken not to 

award the contract to C2I2.  However, it is clear that such a decision was taken, 

and that it was taken, generically speaking, by the state. 

 

12.4.4.19 The investigation team is of the view that it cannot be found that the imposition 

of a risk premium on the IMS of C2I2 was unreasonable.  On all accounts the 

IMS was a critical sub-system, and it appears reasonable that the GFC would 

not have been prepared to accept the IMS as a category B system. 

 
12.4.4.20 Whether the decision of the state not to bear the risk, was reasonable, 

especially in view of the R22 249 592.42 spent on the development of the IMS, 

is open to question.  However, it will probably be impossible to prove that the 

decision was unreasonable, in view of the fact that the SANDF remains the 

owner of the technology developed. 

 
12.4.4.21 Risk premiums were also placed on other subcontractors.  However, 

subcontractors were not consulted by the investigation team. 

 

12.4.5 The award of the contract for the SMS 
 

12.4.5.1 ADS was the only supplier nominated or listed for the SMS.  ADS submitted its 

first quote for the SMS on 15 March 1999 for R64.73 million.  On 7 April 1999,  
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 ADS submitted a lower quote for R37.62 million.  The JPT thereafter requested 

the GFC to obtain competitive quotes, which resulted in a further quote being 

obtained from ADS, and a quote also being obtained from C2I2.  ADS then, on 

15 April 1999,  submitted its third quote for an amount of R29.647 million. C2I2 

submitted a quote for R30.04 million.  All quotes were submitted to the GFC.   

 
12.4.5.2 ADS therefore got three chances to quote.  Their third offer was R35.08 million 

less than their first quote, and R390 000 less than that of C2I2.  ADS was 

awarded the contract. 

 
12.4.5.3 It is clear that the first ADS quotation was not bona fide.  Furthermore, ADS 

was given the opportunity of lowering its tender of R64.73 million for the SMS 

to just below that of C2I2 over a period of more than a month.  C2I2 was given 

four days maximum to submit its tender.  This creates the impression that C2I2 

was merely requested to quote in order to bring down ADS’s price. 

 
12.4.6 The awarding of the contract for the NDSS 
 

12.4.6.1 ADS, who was the only nominated supplier for the NDSS, submitted a quotation 

of R45.94 million on 15 March 1999, and subsequently, on 7 April 1999, a 

quotation of R25.03 million. 

 

12.4.6.2 The JPT then requested the GFC to obtain competitive quotes, as a result of 

which ADS submitted a quote of R18.9 million.  C2I2 was also invited to submit 

a quote, and submitted one for R15.99 million.  The contract was awarded to 

C2I2. 

 

12.4.6.3 This demonstrates a lack of fairness in the process of the nomination of single 

suppliers per system.  Clearly C2I2, who had been the recipient of technology  
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 funding in respect of the NDSS, should have been listed with ADS as a potential 

supplier. 

 
12.4.7 Non-disclosure of facts to the Project Control Board (PCB) 
 

 Various vital facts were not disclosed to the PCB by the JPT, the combined 

effect of that would probably have prompted the PCB to take appropriate 

action.  These facts include the following: 

 
12.4.7.1 The fact of Thomson’s take-over of ADS (although this appeared to have been 

fairly common knowledge). 

 

12.4.7.2 The fact that ADS became part of the GFC, and thus became the main 

contractor, combat suite integrator as well as sub-contractor competing with 

other subcontractors in an environment virtually free from the constraints of 

tender procedures. 

 

12.4.7.3 The report on the Diacerto bus, or at least its conclusions and the fact that the 

Detexis system also involved risk. 

 

12.4.7.4 The fact that Detexis was a Thomson company. 

 

12.4.7.5 The process followed regarding the SMS and NDSS tenders. 

 

12.4.7.6 The exact nature of Mr Shaik’s conflict of interest. 

 

 The non-disclosure to the PCB probably also led to committees higher up in the 

hierarchy not being apprised of these facts. 
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12.4.8 Conflict of interest of Mr S. Shaik 
 

12.4.8.1 Mr S. (Chippy) Shaik chaired most of the PCB meetings.  He disclosed a conflict 

of interest at the second PCB meeting, and indicated that he would recuse 

himself from decisions regarding the combat suite, but not from the meeting. 

 

12.4.8.2 His recusal was no recusal at all.  It appears that he mostly remained present 

during discussions of the combat suite and that he also on occasion took part in 

discussions of the topic. 

 

12.4.8.3 It was not investigated as to whether he had disclosed his interest at and 

recused himself from meetings of other committees he attended or was a 

member of, e.g. the International Offers Committee (IONT), the Affordability 

Team, SOFCOM and the Armaments Acquisition Steering Board. 

 

12.4.9 Gifts received 

 

12.4.9.1 On 10 December 1999, the project officer received a farewell gift of R7 000.00 

from ADS and other subcontractors, the receipt of which had not been 

authorised by a superior officer, nor was it reflected in a gift register.  It was, 

however, handed over openly at a farewell function in the presence of staff of 

Armscor, the Navy and subcontractors. 

 

12.4.9.2 At the same occasion the project engineer, who has since left the Navy, 

received approximately R4 000.00 from ADS and other subcontractors as a 

farewell gift, which he used to buy a watch. 

 

12.4.9.3 The DSO and the PP will pursue this aspect. 
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12.4.10 Inaccuracies in the presentation to Scopa 
 

12.4.10.1 The presentation to Scopa by the DoD contained various inaccuracies. 

 
12.4.10.2 In the Scopa presentation, under the heading “Proof of the German Frigate 

intention to form a vessel contractor with ADS for the supply of corvettes”, 

the following is stated: 

 
 “Note that at the stage of the GFC offer (i.e. May 1998) ADS had not yet any 

connection with Thomson, and was a wholly owned subsidiary of the Altech group 

of companies, in turn owned by Altron”. 

 
12.4.10.3 This is not correct.  As has been pointed out, Thomson International bought 

the first 50% of the shares of ADS on 24 April 1998. 

 
12.4.10.4 In the presentation to Scopa it is stated that “At no stage in the RFO or Combat 

Suite tender process was any company designated by the DoD or Armscor as a 

‘nominated supplier (preferred supplier)”. 

 
12.4.10.5 However, it is clear that in various documents, e.g. the SA Navy Patrol 

Corvette Combat Suite Element Costing and Description, which formed part 

of the Request for Offer, the term “nominated” is used in respect of suppliers 

for the combat suite, e.g. there is reference to “the nominated RSA combat 

suite supplier”, “nominated companies for the various sub-systems” and “the 

primary local company nominated to integrate the combat suite element at a system 

level is Altech Defence Systems (ADS)”. 

 
12.4.10.6 In the Scopa presentation it is stated that, “at no point in the entire tendering 

process did the SA Navy indicate a preference for the C2I2 IMS product or 

technology, even though the SA Navy being (sic) a co-owner of the C2I2 IMS 

technology”, and “On 
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 the contrary, the final selection between the C2I2 option and the proposed 

alternative Detexis option was ratified by the PCB which was chaired by the Chief of 

the Navy”. 

 
12.4.10.7 Mr S. Shaik testified before Scopa on 11 October 2000 that (the decision not 

to bear the risk of the IMS of C2I2) “was taken by the Chief of the Navy who 

chaired the meeting on the Project Control Board with the approval of his Naval 

Command Council”. 

 
12.4.10.8 It is the view of the investigation team that the C2I2 IMS was the preferred 

databus of the SA Navy, at least up to a point.  This is clear from its 

nomination as the IMS supplier, the amounts spent by the Navy on its 

development, and the conclusion of the Navy (and Detexis) engineers as 

reflected in the “Report on the Diacerto bus”.  This was also confirmed by 

different witnesses.   

 
12.4.10.9 The PCB meeting where the decision was allegedly taken, was that of 24 

August 1999.  However, the minutes firstly show that Mr S. Shaik was the 

chairperson, and give no indication that he, at any stage, handed the chair 

over to the Chief of the Navy.  The minutes therefore do not support the 

statement to Scopa that the Chief of the Navy chaired this meeting. 

 
12.4.10.10 Furthermore, apart from showing that Mr S. Shaik took part in the 

discussion, the minutes do not reflect the alleged ratification, but merely 

show that the PCB was informed that the JPT had categorised the C2I2 bus 

as a Category B risk. 

 
12.4.10.11 As has been pointed out, it is doubtful whether the alleged prior meeting of 

19 August 1999 had in fact taken place. 

12.4.10.12 In the presentation to Scopa, it was stated that Mr S. Shaik disclosed “his 

potential conflict of interest due to a family member being associated with one of 

the candidate suppliers”; further that the PCB agreed that the procedure to be 
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followed would be that he would hand over chairmanship of the PCB to the Chief of 

the Navy during discussions/decisions on combat suite matters in which he would 

take no part unless requested to amplify a point.  This procedure was followed 

throughout the combat suite tendering and contract negotiations phase.  In several 

instances the Chief of Acquisitions physically absented himself from the meeting 

room during such discussions/decisions.” 

 
12.4.10.13 The alleged agreed procedure does not appear in the PCB minutes.  Had it 

been agreed upon, one would have expected it to be recorded.  Certainly 

Mr S. Shaik had an interest in ensuring that it was recorded. 

 
12.4.10.14 Furthermore, no recusal in the sense of leaving the meeting took place.  The 

minutes of the 11 meetings between 29 September 1998 and 6 October 

2000, reflect the following: 

 
• Mr S. Shaik declared a conflict of interest on four occasions. 

• He handed over the chair to the Chief of the Navy on two occasions but 

remained present. 

• He took part in discussion relating to the combat suite on three 

occasions. 

 

12.4.11 Outstanding aspects 
 

The following witnesses still need to be consulted: 

 
  • Vice Adm R.C. Simpson-Anderson. 

 • Representatives of subcontractors, e.g. Reutech, Kentron and Grintek. 

 • Mr P. Moynot of ADS. 

 • Lt Cmdr Cothill. 

 • Mr P. Meiring of Armscor. 
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12.5 CONCLUSION 

 

Based on the evidence available, the following pertinent findings are made in 

respect of the issues set out in the mandate. 

 
12.5.1 The validity of the R40 million-risk premium added to the price of C2I2 

for the IMS 

 

12.5.1.1 The imposition of a risk premium was not unreasonable. 

 

12.5.1.2 The calculation of the risk premium cannot be evaluated without evidence from 

the GFC and the assistance of an expert witness.  From a cost and time point of 

view we did not consider it feasible to pursue this.  We have, however, 

submitted a questionnaire to GFC. 

 

12.5.1.3 The JPT and PCB did not attempt to properly evaluate or assess the risk 

premium. 

 

12.5.2 Whether C2I2’s commercial specifications were released to 

competitors 

  
12.5.2.1 This cannot be conclusively proven because the GFC administered the tender 

process, and the GFC’s evidence was not obtained.  As stated above, we have 

submitted a questionnaire to GFC. 

 

12.5.2.2 The fact that ADS was part of the main contractor and combat suite contractor 

does give rise to a probable conflict of interest.  Due to the lack of proper 

procurement procedures, it cannot be confirmed that this did occur. 
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12.5.3 The regularity or not of the non-selection of C2I2’s IMS 

 
12.5.3.1 The process followed is not properly documented and tender procedures were 

not followed, making it difficult to assess. 

 

12.5.3.2 The PCB was not advised of all relevant facts, and, had it been properly 

advised, it could have taken appropriate action to ensure a proper process. 

 

12.5.4 The Navy did not use a R20 million technology retention product 

 
No logical explanation was found.  However, it will probably be impossible to prove that 

the decision not to select the IMS was unreasonable, in view of the fact that the SANDF 

remains either the owner or joint-owner of the technology developed. 

 

 







  
 
 
 
 
 
 
 
 
 
 

 
Arms Deal one 

 
26 May 2003 
AUDITOR-GENERAL PUTS EDITING OF ARMS DEAL REPORT INTO PERSPECTIVE AND HIGHLIGHTS 
INACCURACIES 
 
Mr Shauket Fakie has taken note of the fact that Richard Young plans to charge the Auditor-General with 
perjury, defeating the ends of justice, contempt of court and contravening the Promotion to Access of Information 
Act, as well as the deprecating manner in which Mr Young has dealt with this issue.  Not only was this threat 
made in the media, but also verbally to a senior member of his staff.  Mr Fakie respects and recognises Young’s 
right to legal redress, and if Mr Young wishes to pursue the matter, the Auditor-General will appropriately defend 
himself in court, as this is the proper forum for these issues to be aired. 
 
However, in the light of the inaccuracies and suspicions created up to now, some perspective should be brought 
to the matter, after preliminary comments made by the Auditor-General on certain  articles whilst he was 
overseas did not have the effect of correcting those inaccuracies. Mr Fakie, after having the opportunity of 
referring to the draft and final reports, finds it necessary to respond in further detail to some of the gross 
allegations as reported in the media.  These allegations which claim editing and omissions in the final report 
revolved around three issues namely – What information supplied to SCOPA, gifts to certain DoD officers and 
the involvement of the executive in finalising the report. 
  
Inaccurate statements made to SCOPA 
With regard to the inaccurate statements made by senior officials of DoD to SCOPA (“Inaccuracies in the 
presentation to Scopa”) about the ownership of ADS, the final report (p 293, item 11.1.3.1(d)) clearly states:  “In 
April 1998, Thomson- CSF acquired 50% of Altech and the remaining 50% in February 1999.” The final reports 
further states on p 316, item 11.6.6.19 that “The failure to submit the said report on the Diacerto bus to the PCB 
has a bearing on the above-mentioned statement to SCOPA that the PCB ratified the selection of the Detexis 
product.  Coupled with this is the fact that the PCB was not informed of the Thomson take-over of ADS (although 
this was apparently a known fact).”  
 
C²I² product 
The allegations relating to C²I² product being a nominated or preferred bidder, and the allegation that it was 
omitted from the final report, are untrue.  Full reference to this matter is made on page 309, item 11.6.4.2 of the 
final report.  It states: “From the investigation it appears that, up to a point, the C²I² IMS was the preferred 
databus of the Navy.”  
 
Minutes of the PCB 
Regarding the chairing of the Project Control Board on 24 August 1999, the final report explicitly states under 
item 11.6.7.2 on p 317 that the “Minutes therefore do not support the statements to SCOPA that the Chief of the 
Navy chaired this meeting.”   
 
Gifts 
The final report furthermore states in the introduction to chapter 11, which deals with the allegations and 
complaints by C²I² (p 290) that : “Those allegations that point to criminal conduct form the subject of an 
investigation by DSO, the contents of which are, for the reasons explained earlier, not discussed in this report.”   
It should be noted that this statement directly relates to the gifts, as it is stated in the draft report (amended in Mr 
Fakie’s handwriting) that “the issue has been referred to the DSO to pursue further.”  The latest media 
statements issued by the NDPP confirm the fact that the investigations are still ongoing. 

More… 
 

 

A   U   D    I    T   O   R    -    G   E   N   E   R   A   L 



Arms Deal two 
 
Consultation with certain members of the executive 
With regard to the consultation with certain members of the executive prior to finalising the final report, the 
following needs to be noted:  
 
Section 4(6) of the Auditor-General Act, No. 12 of 1995 relating to reports by the Auditor-General states as 
follows:  
 
“The Auditor-General shall report on accounts established by – 
(a) the Security Services Special Account Act, 1969 (Act No. 81 of 1969); 
(b) the Defence Special Account Act, 1974 (Act No. 6 of 1974); 
(c) the Secret Services Act, 1978 (Act No. 56 of 1978), 

with due regard to the special nature of the accounts, and shall limit such report to the extent which he or she, 
after consultation with the President, the Minister of Finance and the responsible Minister, (AG’s emphasis) may 
determine: provided that the reporting on any unauthorised expenditure or other irregularity shall not be so 
limited, (AG’s emphasis) except in respect of the disclosure of facts which will be to the detriment of the national 
interest.” 
  
As the arms deal relates to the Defence Special Account, the consultation process followed, as in the case of all 
other audit reports, should comply with the requirements of the act.  In other words this is a statutory requirement 
for the Auditor-General to comply with – he doesn’t have a choice. 
“In the light of the explanation / comments mentioned above, I am of the opinion that I have not limited the report 
in any way with regard to any irregularity or alleged irregularity as required by the proviso in the above-
mentioned section”, says Fakie.  
 
With regard to the documents outstanding, the Auditor-General’s legal team which has been involved in the 
agreement and settlement has been instructed to communicate with the legal team of Richard Young to obtain a 
clear understanding of what documents are still required. The office undertakes to follow up and provide any 
relevant documents not already released. 
 
Mr Fakie is of the very strong opinion, as is evident from the examples provided above, that the draft and final 
reports have not been closely studied and compared either by Richard Young or the reporting journalists.  This 
poses the question whether this was perhaps deliberate or a mere oversight. This irresponsible behaviour has 
led to inaccuracies being published, and a bias, unfair cloud of suspicion created against the Auditor-General 
and his office.  Furthermore, these inaccuracies will at an appropriate time be brought to the attention of 
Parliament and SCOPA.  
 
Finally, until the threatened legal action has been fully understood and / or instituted, no further enquiries and / 
or comments in this regard will be accommodated by the Auditor-General.  
 
Ends 
 
 
Issued by: Joreta Linde / Peet Grundlingh 
  012 426 8115 / 012 426 8401 
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