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1. Introduction 

 

1.1 Reputation promise of the Auditor-General of South Africa 

The Auditor-General has a constitutional mandate and, as the Supreme Audit Institution (SAI) 

of South Africa, exists to strengthen our country’s democracy by enabling oversight, 

accountability and governance in the public sector through auditing, thereby building 

public confidence. 

 

1.2 Purpose of document  

The purpose of this briefing document is for the Auditor-General of South Africa (AGSA) to 

provide an overview of the audit outcomes and other findings in respect of Road Accident 

Fund (herein after referred to as “RAF”) for the 2020-21 financial year.  

 

1.3 Organisational structure  
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1.4 Funding 

The RAF obtains its funding from fuel levies, which is driven by fuel consumption. The fund 

collected R42 billion (2019-20: R41 billion) from fuel levies in the 2020-21 financial year. 

The fund also generated an investment revenue of R157 million (2019-20: 62 million) in the 

2020-21 financial year. 

 

2. Audit opinion history 

The audit outcomes for the current period and the past four years have been summarised 

below: 

DESCRIPTION 2017-18 2018-19 2019-20 2020-21 

Audit opinions U U C D 

Areas of modification 
   

Claims expenditure 
   

Claims liability 
   

Irregular expenditure 
   

Written representations 
   

Going concern and change in accounting policy 

disclosure note 

   

Other findings 
   

Compliance with legislation 
   

Material misstatements in the submitted financial 

statements 

   

Expenditure management 
 







Procurement and contract management 
   

Audit of predetermined objectives 
   

Material findings on usefulness and reliability of reported 

performance information 

   

 

AUDIT OPINION 

C CLEAN AUDIT OPINION: No findings on PDO and Compliance 

U UNQUALIFIED with findings on PDO and Compliance 

Q QUALIFIED AUDIT OPINION (with/without findings) 

D DISCLAIMER/ADVERSE AUDIT OPINION 
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The audit outcome for the current audit cycle has regressed to a “disclaimer with findings”.  

 

3. Overview of the 2020-21 audit outcomes 

 

3.1  Overall message  

The overall audit outcome of the Road Accident Fund (RAF) has regressed compared to the 

prior year. A disclaimer of opinion with material findings on compliance with legislation was 

issued for the 2020-21 financial year. The regression in audit outcome was as a result of the 

matters summarised below (more details are included in section 6 of the report below): 

 

Quality of submitted financial statements as a result of change in accounting policy 

Management amended the accounting policy to recognise claim liability and expenditure 

in accordance with International Public Sector Accounting Standards (IPSAS) 42, Social 

benefits. This resulted in the accounting policy formulated based on IPSAS 42 being in conflict 

with the conceptual framework of Generally Recognised Accounting Practice (GRAP) 

which is applicable to the entity and the manner in which RAF disclosed the provision for 

claims liability in the annual financial statements. The use of IPSAS 42 is not appropriate 

because it is fundamentally in conflict with the conceptual framework given that the timing 

of recognising the liability for IPSAS 42 differs significantly from the Standards of GRAP, i.e. the 

conceptual framework for general purpose financial reporting. The past event is the 

accident that caused the claim, thus under the conceptual framework it would be incorrect 

to recognise the liability based on the claims where an offer has been made to the claimant. 

This demonstrates the conflict between IPSAS 42 and the conceptual framework of GRAP as 

the liability will be understated when applying the eligibility criteria from IPSAS 42. Currently 

IPSAS 42 is not included in the list of standards available for use in Directive 5.   The impact of 

this change in accounting policy on the provision for outstanding claims liability is as follows: 

 

 2020-21 2019-20 2018-19 

Liability for outstanding 

claims recorded (OCR) 

R0 R213 billion R173 billion 

Claims incurred but not 

yet reported (IBNR) 

R0 R103 billion R87 billion 

Claims requested not 

yet paid 

R14 billion R15bn R11 billion 

Claims liability for offers 

not yet requested for 

payment* 

R13 billion R0 R0 

Total R27 billion R330 billion R272 billion 
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The AGSA concluded that the financial statements are pervasively misstated due to use of 

IPSAS 42 as a basis to formulate the accounting policy. As a result, the provision for the 

outstanding claims liabilities, claims expenditure and the related disclosure notes for the 

current and prior year are materially misstated. The misstatement is pervasive as it relates to 

the most significant matters – account balance and class of transaction – in the financial 

statements, which in turn are linked directly to the key mandate of the RAF. The users of the 

financial statements are interested in the extent of the liability and the actual claims paid. 

Furthermore, any misstatement in this regard materially influences the solvency and liquidity 

position of the RAF.  

 

Management lodged a dispute with the Office of the Accountant General (OAG) on this 

matter. This dispute unfortunately became protracted as management did not agree with 

the feedback that was provided by the OAG on 4 December 2021. The AGSA had to 

conclude the audit as there was no legal basis for continued delay in finalisation of the audit 

post the outcome of the process that had been undertaken with the OAG’s office. 

 

Based on the above disagreement, it was concluded that the financial statements 

submitted for audit were not prepared in accordance with the prescribed financial reporting 

framework and were not supported by full and proper records, as required by section 

55(1)(a) and (b) of the Public Finance management Act (PFMA). The financial statements 

contained material misstatements in claims expenditure, current and non-current liabilities 

and irregular expenditure disclosure notes, which were not adequately corrected 

subsequently, resulting in the financial statements receiving a disclaimer of opinion.  

 

The AGSA assessed that the accounting authority did not put adequate measures in place 

to ensure that the financial statements are prepared in accordance with the appropriate 

accounting framework. This was due to the use of IPSAS 42 in formulating accounting policy, 

which is in conflict with the Standard of GRAP. 

 

Irregular expenditure 

In the 2020-21 financial year, the entity incurred additional irregular expenditure of R92 994 

309, the bulk of which was on one award that was found to be irregular. This non-compliance 

was due to the price evaluation not being done in accordance with the Preferential 

Procurement Policy Framework Act. Management identified this matter after the internal 

forensic investigation department conducted an investigation and consequence 

management was implemented. Disciplinary action against the employees who are still in 

the employment of RAF is currently in process. This has led to a regression in the current year, 

resulting in material non-compliance in respect of expenditure management due to 

management’s failure to prevent the incurrence of irregular expenditure in line with 

applicable supply chain management (SCM) prescripts. This, in turn, was due to ineffective 

preventative controls over compliance monitoring in the procurement and contract 

management environment to ensure that the entity complied with the SCM prescripts when 

awarding contracts. 

 

Going concern 
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The financial health of the RAF has remained concerning and the full impact of the change 

in accounting policy on the net deficit and net liability position cannot be fully determined 

as this is subject to an actuarial valuation. The claims liability has been steadily increasing 

year-on-year. In the current year, management has changed the accounting policy for 

claims liability, resulting in a gross understatement of this liability, and as mentioned 

previously, we are of the view that the use of IPSAS 42 is inappropriate and does not result in 

a fair presentation of the financial statements. 

The entity is in a net current liability and net liability position at year-end, which is indicative 

of liquidity and solvency challenges. 

Furthermore, the creditors as a percentage of available cash is extraordinarily high, which is 

an indication that the entity does not have sufficient cash reserves to pay all its creditors 

should payment be demanded immediately. 

The entity did not adequately disclose in note 34 to the financial statements all the principal 

events and conditions that may cast significant doubt on the ability of the entity to continue 

as a going concern; management’s evaluation of its significance and management’s plan 

to mitigate the effect of these events; and significant judgements made by management 

as part of its assessment as required by GRAP 1, Presentation of financial statements. 

Consequently, we were unable to confirm or dispel whether it is appropriate to prepare the 

financial statements using the going concern assumption. 

However, it must be noted that the financial statements do not fairly present the financial 

position and performance and overall financial health of the entity due to the 

understatement of the provision for outstanding claims liability and the claims expenditure 

as explained in paragraphs above. 

 

Management representation letter 

 

Written representations from those charged with governance are required in terms of the 

international standards on auditing to confirm that the accounting authority has fulfilled its 

responsibility for the preparation and fair presentation of the financial statements in 

accordance with the SA Standards of GRAP; that the auditor had been provided with all 

relevant information and access as agreed in terms of the audit engagement letter; and 

that all transactions had been recorded and were reflected in the financial statements.  

As part of obtaining audit evidence, the AGSA requested the accounting authority to 

provide the management representation letter which serves as part of audit evidence. 

Written representation was requested from the accounting authority; however, this had not 

been received at the date of signing off the audit report. Hence, this has resulted in an 

additional basis for disclaimer paragraph being included in the audit report on the financial 

statements.  

 

RAF audit finalisation 

The audit process of RAF for 2020-21 was protracted and delayed beyond the legislated 

timeframes due to the disagreement by management on the conclusion reached by the 
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AGSA on the use of IPSAS 42 to change its accounting policy for claims liabilities (the basis 

for the disagreement is included above).  Our initial engagements on this matter occurred 

after the submission of the financial statements on 31 May 2021.  The formal communication 

of audit finding relating to this significant disagreement was issued on 25 June 2021 post 

meetings with management.  We also engaged those charged with governance and the 

audit committee on this matter.  The management, supported by the accounting authority, 

chose to follow a dispute resolution process due to the disagreement with the AGSA on the 

accounting treatment of claims liability using IPSAS 42. This matter was referred to the Office 

of the Accountant General in August 2021 as the OAG is the appropriate authority to deal 

with disputes on accounting-related matters. As indicated above, this dispute resolution 

process took long and was further protracted by RAF’s disagreement with the view 

expressed by the OAG. The AGSA requested management to convene the governance 

meetings so that the AGSA could table the final management and audit reports.   

Management did not respond within the agreed timeline to set up the engagements and 

to provide adjusted financial statements (based on misstatements identified during the audit 

process by the auditor and management) and written representations, thus we concluded 

the audit in the absence of these engagements, written representations and updated 

financial statements.  The financial statements used to conclude the audit and as basis for 

the audit report were the approved set of financial statements received on 31 May 2021.   

The audit report was issued on 21 December 2021. 

The AGSA office issued a courtesy letter to the executive authority to remind them of their 

responsibility to table the annual report, including the AGSA audit report, in Parliament on 18 

March, failing which the AGSA office would publish the audit report by 31 March.   As there 

was no legal basis not to publish the audit report, the AGSA proceeded to publish the audit 

report for the 2020-21 financial year of RAF on 31 March 2022 in accordance with the 

requirements of the Public Audit Act and the PFMA. 

 

 

4. Litigation by RAF against the AGSA  

Due to the disagreement between RAF and the AGSA on the appropriateness of using IPSAS 

42 to account for the claims liability and the fact that the AGSA concluded the audit of the 

2020-21 financial year by issuing a disclaimer of audit opinion on the financial statements of 

the entity, the RAF management, supported by the accounting authority, decided to 

subject the AGSA’s audit report to judicial review before the High Court.  The AGSA was 

served with notice of motion on 15 January 2022. The notice of motion consisted of two parts. 

In part A, the RAF sought an interdict on an urgent basis to restrain the AGSA from publishing, 

or in any other way disclosing, its 2020-21 disclaimer audit opinion to Parliament or any other 

person. In part B, the RAF sought a review of the disclaimer of opinion and the alleged 

irrational content of the audit report. The purpose of part B was to have the audit opinion 

and audit report declared invalid/unlawful and to have it set aside. In addition to the order 

of invalidity, the RAF sought an order to suspend the declaration of invalidity for a period of 

six months to allow sufficient time for the AGSA to remedy the “defect”, i.e. the opinion and 

the content of the audit report.   

The RAF filed a supplementary affidavit on 5 April in respect of part B of the application 

containing 14 grounds of review, which in essence questions the process followed to finalise 
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the audit of the 2020-21 financial year; alleges overreach of powers of the AGSA in 

determining the appropriateness of accounting policies; questions the basis for conclusions 

reached in determining that it was inappropriate for the RAF to use IPSAS 42; and questions 

the AGSA conclusion of the classification of the RAF activities as insurance-like services vs 

social benefits. 

The AGSA was successful in opposing part A (the interdict). However, the RAF has filed an 

application for leave to appeal the court’s ruling on part A. This application was heard on 

21 April 2022, but judgement was reserved.   

The AGSA is in the process of drafting its answering affidavit to part B. There is no indication 

as the when part B will be set down for hearing by the High Court.  

 

5. Modification (disclaimer) paragraphs – extract from audit report 

Claims liabilities; claims expenditure and related disclosure notes 

I was unable to obtain sufficient appropriate audit evidence for claims liabilities as disclosed 

in the statement of financial position, which is an amount of R27 850 million (2019-20: 

R25 546 million), note 12 to the financial statements, and claims expenditure amounting to 

R37 107 million (2019-20: R43 896 million) as disclosed in the statement of financial 

performance, note 19 to the financial statements and the related disclosure notes. The entity 

has amended the accounting policy to recognise claims liabilities and claims expenditure in 

accordance with International Public Sector Accounting Standards (IPSAS) 42, Social 

benefits. As indicated above, the ASGA concluded that the use of IPSAS 42 is not 

appropriate, as it is fundamentally in conflict with the conceptual framework, as the timing 

of recognising the liability for IPSAS 42 is significantly different from the South African 

Standards of Generally Recognised Accounting Practice (SA Standards of GRAP), i.e. the 

conceptual framework in terms of SA Standards of GRAP for general purpose financial 

reporting.  

Furthermore, the Accounting Standards Board (ASB) has prescribed the standards and 

pronouncements that serve as the GRAP reporting framework for public entities. These are 

included in appendix A1 of Directive 5. The IPSAS 42, Social benefits is not included as a 

standard that the public entities may use where applicable to formulate an accounting 

policy. Consequently, claims liabilities, claims expenditure and related disclosure notes are 

understated.  I was unable to quantify the misstatement amount, as an actuarial valuation 

is required to compute the value of the liability based on the types of outstanding claims 

using certain judgements and assumptions and the resultant adjustment to the claims 

expenditure. Consequently, I was unable to determine whether any further adjustments 

were necessary to the claims liabilities as disclosed in the statements of financial position 

which is an amount of R27 850 million (2019-20: R25 546 million), note 12 to the financial 

statements; and claims expenditure amounting to R37 107 million (2019-20: R43 896 million) 

as disclosed in the statement of financial performance and note 19 to the financial 

statements.  

Voluntary change in accounting policy 

The public entity did not adequately disclose the impact of the change in accounting policy 

on the current period in note 31 to the financial statements (voluntary change in accounting 

policy), as required by GRAP 3, Accounting policies, estimates and errors. The disclosure note 
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currently only reflects the impact on the prior periods and not the impact of the change on 

the current year as required by the standard. As stated in paragraphs 3 and 4 herein, I was 

unable to confirm the extent of the misstatement through any alternative means. 

Going concern 

The public entity disclosed in note 34 to the financial statements that it has an accumulated 

deficit of R13 588 million and that total liabilities exceeded its assets by R13 486 million as at 

31 March 2021. As indicated in paragraphs 3 and 4 herein, I was unable to confirm the extent 

of the understatement of the claims liabilities and claims expenditure, which may have an 

impact on the amounts included in note 34.  This is indicative of a material uncertainty as to 

the ability of the entity to meet its obligations in the foreseeable future.  However, the entity 

did not adequately disclose in note 34 to the financial statements all the principal events 

and conditions that may cast significant doubt on the ability of the entity to continue as a 

going concern, management’s evaluation of its significance and management’s plan to 

mitigate the effect of these events and significant judgements made by management as 

part of its assessment as required by GRAP 1, Presentation of financial statements. 

Consequently, I was unable to confirm or dispel whether it is appropriate to prepare the 

financial statements using the going concern assumption.  

Claims expenditure  

The public entity did not recognise claims expenditure in accordance with the SA Standards 

of GRAP conceptual framework. Some claims expenditure was recognised in the incorrect 

accounting period. Consequently, claims expenditure stated at R37 107 million (2019-20:  

R43 896 million) in the statement of financial performance is materially misstated by R2 424 

million (2019-20: R2 424 million). There was a resultant impact on the surplus for the period 

and the accumulated deficit.  

Irregular expenditure  

Section 55(2)(d)(i) of the PFMA requires the public entity to disclose in a note to the financial 

statements the particulars of all irregular expenditure that occurred during the year. The 

public entity did not include all irregular expenditure in the notes to the financial statements, 

as required by section 55(2)(b)(i) of the PFMA. This was due to management not adjusting 

the financial statements to disclose irregular expenditure of R90 559 290 in the current period. 

Preparation of the financial statements  

I was unable to obtain sufficient appropriate audit evidence that the accounting authority 

has fulfilled its responsibility for the preparation and fair presentation of the financial 

statements in accordance with the SA Standards of GRAP, as written representations in this 

respect were not provided. I was also unable to obtain written representations from the 

accounting authority that I had been provided with all relevant information and access as 

agreed in terms of the audit engagement, and that all transactions had been recorded and 

were reflected in the financial statements. I could not determine the effect of the lack of 

such representations on the financial position of the public entity at 31 March 2021 or the 

financial performance and cash flows for the year then ended.   
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6. Key focus areas 

6.1 Predetermined objectives 

For the selected outcome 1: A transformed and sustainable RAF, no material findings were 

identified. 

6.2 Compliance 

Irregular expenditure – RAF 

Auditee 

 
Irregular expenditure (Balance) 

M
o

v
e

m
e

n
t 

Amount 

R 

2021 

Amount 

R 

2020 

Amount 

R 

2019 

RAF 
 

R344 

million 

R341 

million 

R338 

million 

 

Irregular expenditure increased by R3 million since the prior year. The irregular expenditure was 

mostly as a result of contravention of SCM prescripts. Additional irregular expenditure to the 

amount of R90 million was incurred during the 2020-21 financial year due to non-compliance 

with the Preferential Procurement Policy Framework Act in that the price evaluation was not 

done in accordance with the said act. This amount is not included in the balance for the 2020-

21 financial year as this is based on the balance as reflected in the financial statements 

submitted for audit on 31 May 2021.  Management identified this matter after the internal 

forensic investigation department conducted an investigation. Consequence management 

was implemented, with disciplinary action against the employees who are still in the 

employment of RAF currently in process. This has led to a regression in the current year, resulting 

in material non-compliance in respect of expenditure management due to management’s 

failure to prevent the incurrence of irregular expenditure. This was due to ineffective 

preventative controls over compliance monitoring in the procurement and contract 

management environment to ensure that the entity complied with the SCM prescripts when 

awarding this contract. 

The investigation into the one major instance of irregular expenditure to the amount of 

approximately R335 million (identified in the 2017-18 year) has been referred to the SIU for 

investigation. All other instances of irregular expenditure are being investigated internally by the 

RAF and appropriate consequence management has been implemented.    

 

 

Subject matter Finding Root cause Recommendation 

Annual financial 

statements 

The financial statements 

submitted for auditing 

were not prepared in 

accordance with the 

The accounting 

authority did not put 

adequate measures in 

place to ensure that 

Management should 

compile an action 

plan to improve the 

preventative controls 
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Subject matter Finding Root cause Recommendation 

prescribed financial 

reporting framework as 

required by section 

55(1)(a) and (b) of the 

PFMA.  

Material misstatements 

identified by the auditors 

in the submitted financial 

statements were not 

corrected and/or the 

supporting records could 

not be provided 

subsequently, which 

resulted in the financial 

statements receiving a 

disclaimer of opinion.  

 

the financial 

statements are 

prepared in 

accordance with the 

appropriate 

accounting 

framework. This was 

due to the use of IPSAS 

42 in formulating 

accounting policy, 

which is in conflict with 

the Standard of GRAP. 

 

 

around the 

preparation of the 

annual financial 

statements to ensure 

compliance with the 

applicable financial 

reporting framework. 

Consequence 

management should 

be implemented for 

repeat findings. 

The audit committee 

should ensure 

adequate oversight of 

the financial statement 

reporting process. 

Expenditure 

management 

(irregular 

expenditure) 

Effective and 

appropriate steps were 

not taken to prevent 

irregular expenditure 

amounting to R92 994 309 

as disclosed in note 26 to 

the annual financial 

statements, as required 

by section 51(1)(b)(ii) of 

the PFMA. Most of the 

irregular expenditure was 

caused by non-

compliance with the 

PFMA and procurement-

related regulations.  

 

This was due to 

ineffective preventative 

controls over 

compliance monitoring 

in the procurement and 

contract management 

environment to ensure 

that the entity complied 

with the SCM prescripts 

when awarding this 

contract.  

  

 

Management should 

develop and 

implement a proper 

system to prevent, 

detect and report on 

non-compliance in 

accordance with the 

National Treasury 

framework on irregular 

expenditure. 

 

 

6.3 IT performance  

Management was slow in addressing some of the audit findings raised within the information 

technology (IT) audit space. For the past three audit cycles, we have been raising audit 

findings regarding the review of administrator activities on the firewall not being performed 

and also some systems running on unsupported operating system software. These matters 
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remain unaddressed and we are of the view that they have contributed to the vulnerability of 

the RAF IT network which was recently a victim of a malware attack post year-end. We 

recommended that management urgently address the audit findings raised on network 

security in order to prevent further malware attacks.  

 

We will fully evaluate the impact of these malware attacks on the RAF systems and the data 

during the audit of the 2021-22 financial year.  

 

An analysis of the information technology (IT) audit outcomes indicated that management 

had implemented some of the IT controls committed to in the previous cycle in order to ensure 

that all the designed controls are implemented and operating effectively in the IT focus areas 

of user access management, security management and program change management. 

However, some weaknesses still existed in the IT environment during the 2020-21 financial 

period.  

 

7. Drivers of internal controls 

  Leadership   Financial and performance Governance 

Entity 
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R
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A
u
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o
m

m
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e
 

                              

RAF                             

 

 
Legend drivers Good Causing 

concern 

Intervention 

required 

 

The RAF audit outcomes and assessment of internal controls, as indicated above, are clearly 

evident of an entity that has certain key concerns on the application of the prescribed financial 

reporting standards in preparation of its financial statements, the prevention and detection of 

irregular expenditure, and certain deficiencies in its control environment which led to the 

regression in its audit outcome.  

The overall control deficiencies, as summarised in the audit report, were as follows: 

 The status of drivers of key controls indicates that intervention is required in the areas of 

oversight responsibility, compliance monitoring and regular reporting. The accounting 

authority and management did not put adequate measures in place to ensure that the 

financial statements are prepared in accordance with the appropriate accounting 

framework. This was due to the use of IPSAS 42 in formulating accounting policy, which is 

in conflict with the standard of GRAP; hence, the financial statements submitted for audit 

were not prepared in accordance with the prescribed financial reporting framework.  
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 Furthermore, the preventative controls over compliance with laws and regulations in the 

procurement and contract management environment are ineffective. Management will 

need to enhance the review of compliance with SCM prescripts prior to the award of a 

contract. Consideration should be given to introducing mandatory compliance reviews 

to be performed by internal audit for contracts above a certain value.  

 

 The discipline of record keeping, especially in procurement and contract management, 

will need to be enhanced as certain information requested for audit was not made 

available timeously in order to confirm that the entity had complied with the applicable 

laws and regulations. In the current year, this limitation of scope was not material enough 

to be elevated to the audit report; however, should this continue, there is a possibility that 

it could become material in the next year if the controls are not implemented to ensure 

timely retrieval of information required for audit.  

 

 The status of drivers of internal control relating to governance in respect of financial 

reporting and compliance with laws and regulations will need to be further enhanced. 

The internal audit unit should review in detail the financial statements before submission 

for audit, and throughout the year through specific testing per their audit plan confirm 

that documents are readily available, especially in the procurement and contract 

management area.  

 

 The audit committee will need to fully interrogate any significant changes in the financial 

reporting before accepting these changes.  

 

8. Overall conclusion 

The disagreement over accounting treatment of claims liability, which is the main cause of 

the regressed audit outcomes, has negatively affected the relationship between RAF and 

the AGSA. This has also diverted attention from addressing other audit-related matters and 

reflecting on the performance of the entity. 

 

The engagement between the AGSA and RAF management and the accounting authority 

is continuing with a view to rebuilding the relationship and to avoid similar challenges in 

future. 

 

As the AGSA, we believe that the courts are not suitable platforms to resolve technically 

complex accounting and auditing disputes.  

  

9. Key recommendations to the committee  

 Follow up with executive authority on progress on the action to address audit findings,  

 Enhance your oversight on RAF and follow up with RAF’s board on the following: 

o The permanent appointment of key executive vacancies such as the chief 

operating officer, chief internal audit executive, chief strategy officer, chief 

procurement officer, chief human capital officer, chief information officer and 

chief relationship and stakeholder manager. 

o Action plan to be drafted to address the audit findings and the reported internal 

control deficiencies, including the enhanced oversight measures. 
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 Engage the executive authority and RAF accounting authority on actions to be taken to 

avoid similar challenges experienced in the 2020-21 audit. 

 

The end 


