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FOREWORD BY THE MINISTER OF TRANSPORT

I have pleasure in presenting the 2019/20 Annual Performance Plan (APP) of the Road Accident Fund {(RAF).
This APP marks the fifth and the final year of reporting within the five-year planning cycle that commenced
in 2015, guided by the Medium Term Strategic Framework (MT5F).

Guided by the National Development Plan (NDP) and the 7 Apex priorities of Government, we are building a
South Africa that must be free from poverty, inequality and unemployment. The Department of Transport
{DoT) will support and guide the RAF in its endeavours to achieve this plan which was deliberated on and
costed to ensure alignment to the 2019/20 resources and the budget.

in his February 2018 State of the Nation Address (SONA) President Ramaphosa mentioned that the current
government must focus on fighting corruption, fraud and collusion. The result is that many attorneys have
been struck off the roll, doctors and SAPS officials arrested, and many touts are languishing in jail or serving
suspended sentences for RAF fraud-related matters. Compared to R901 million during the 2016/17 financial
year, in 2017/18 R1.450 billion worth of fraudulent claims were identified before payment was made and 10
peaple arrested.

President Ramaphosa urged all to work towards stabilising the structural challenges facing the State-
Owned Enterprises (SOEs). Most SOE’s do not have a sufficient revenue stream to fund their operational
costs. Government will undertake a process of consultation with all stakeholders to review the funding
model of SOE’s and other measures. RAF has been insolvent since 1981; in the 2017/18 financial year R9.06
billion of claims was finalised for payment, but could not be paid due to cash constraints, compared to
R8.51 billion in 2016/17. On Thursday, 20 June 2019, the President of the Republic of South Africa, Mr Cyril
Ramaphosa, officially opened the sixth Parliament of the Republic of South Africa when he delivered the
June 2019 State of the Nation Address (SONA). The President’s speech outlined his vision and aspirations

for the term of the new Administration and set out the priorities for government to focus on. The SOE face a
thraat of poor governance, inefficiency and financial sustainability.” It was further stated that SOE's should;

. “To ensure that the state is able to effectively enable economic and social development, it is
essential that we strengthen our state owned enterprises.

] Through the Presidential SOE Council, government intends to create alignment between all state-
owned companies and to better define their respective mandates.

. Through the Council, we will work with the leadership of SOEs to develop a legal and regulatory
environment that promotes innovation and agility and enhances their competitiveness.



. We will build on the work we have already begun to address problems of poor governance,
inefficiency and financial sustainability.”

The NDP provides that everyone in the public service should undertake their responsibilities with efficiency,
diligence and integrity. Employees in the public sector must instil a new discipline, to do things correctly, to
do them completely and to do them timeously. The Fund registered 271,933 new claims and finalised
203,493 worth R34,6 billion. In doing so, the RAF continues to take its services to the doorsteps of previously
marginalised communities with the community outreach programme, ‘RAF on the Road’, and other
promotions and activations. As at the end of the 2017/18 financial year 66,819 claimants were engaged at
road shows.

The 2019/20 APP addresses the DoT's commitment towards the World Health Organisation’s (WHQ) 2020
Decade of Action Plan. The road safety awareness, as ciearly described by the WHO 2020 Plan, are setting
and enforcing internationally harmonised laws requiring the use of seat belts, helmets, child restraints, and
improving post-crash care for victims of road crashes. In support of the legislation and the promotion of road
safety, the RAF has since implemented the following programmes: Youth Driver Development Programme,
Promation of Child Restraint Programme, Practical Safety Training for Motoreyclists, Low Cost Infrastructure
Programme, Defensive Driving Programme, Road Safety Partnerships, National Road Safety Programmes and
Road Safety Joint Operations.

The Road Accident Benefit Scheme (RABS) Bill was served before the Naticnal Assembly on 06 December
2018 for approval. However, the voting on the RABS Bill was postponed due to the Members of Parliament
not forming a quorum. On 19 February 2019, the National Assembly debated a motion which provided for a
draft resolution for all items that were in the Order Paper at the last sitting of the National Assembly annua!
session, to be revived. The first item was the “Decision of Question on Second Reading - Road Accident
Benefit Scheme Bill (B 178-2017) {National Assembly — sec 75)". The National Assembly adopted the motion
in respect of all items on the list, except for the RABS item. The RABS Bill will be considered by the &
Parliament.

The RABS aims to ensure expanded access to benefits by removing the requirement to establish ‘fault’ as a
determinant to qualify for benefits and making available timely and appropriate hesith care based on a
reasonable tariff. Equally, the RABS will ensure that benefits intended far road crash victims and the intended
beneficiaries in contrast to the RAF in fact receive their dependants where numerous intermediaries often
unfairly benefit at the expense of the claimant.

In conclusion, the APP outlines the RAF’s strategic objectives, key performance indicators and annual targets
up to 2020. The DoT will provide support to the RAF with the implementation of this APP.

r FA Mbalula; MP

Minister of Transport



Executive Authority

FOREWORD BY THE CHAIRPERSON OF THE ROAD ACCIDENT FUND BOARD

On behalf of the Board of the Road Accident Fund (RAF), it is my privilege to submit the organisation’s
2019/20 Annual Performance Plan (APP). This APP was revised to bring about initiatives that will bring
efficiency and improve the current financial challenges, whilst retaining the core seven (7) strategic
objectives. The 2019/20 APP details the key actions which are result based and that the RAF will carry out to
meet the strategic outcomes and objectives set out in the RAF's 2015-2020 Strategic Plan, and to achieve the
priorities for the year.

Operational Environment

The history of the RAF and its predecessors spans more than 60 years, and commenced with the introduction
of compulsory motor vehicle accident (MVA) insurance in 1946. Over the years, several problems pertaining
to equity, affordability and sustainability of the system developed. The Fund was awarded with a clean audit
for three consecutive years between 2014 and 2016 and an unqualified audit in the 2017/18 financial year.

The RAF, as with the rest of government, continues to carry out its mandate under difficult economic and
fiscal conditions. Financial challenges will continue to affect many of government's projects and
interventions. Although the financial year was harsh, the Board remains convinced that the RAF will
surmount the challenges faced, but will not solve the decades-old financial predicament the Fund finds itself
in.

Performance
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It is encouraging to note that despite the obvigus challenges affecting both the country and the RAF, there
has been continuous performance improvement, with the organisation achieving 91% of its APP targets for
the 2017/18 financial year.

In 2017/18, the RAF witnessed an increase in claims registration of 271,933 compared to 202,100 in the
2016/17 financial year. The increase in newly registered claims is attributed to the accelerated outreach
programmes that educate the citizens about the RAF’s service offerings.

During the 2017/18 financial year, 203,493 claims were finalised and the Fund settled and paid a total
amount worth R34.6 billion of claims during the reporting period compared to R29.8 billion in 2016/17. The
cost of carrying out the RAF mandate continues to rise and the Board and staff continue to look for
efficiencies and cost savings in a bid to do more with less.

The Board continues to encourage the culture of sound governance and adherence to the RAF values of
‘Ubunty’, ‘Pride in what we da’, "Solution focused’, ‘Excellence’ and ‘Efficiency’. For 2019/20, the Board has
set clear and measureable targets for ensuring efficient claims processing by finalising more claims and doing
so in less time, doing more with less, management of the business, and maintaining institutional credibility.
The RAF Board reflects with pride on the strides made on many fronts and acknowledges that perfection is
always under construction. .

Dr Matsontso Mathebula

Chairperson of the Board



CERTIFICATION

It is hereby certified that this APP was developed by the Board of the RAF under the guidance of the DoT.
The APP was prepared in line with the RAF 20152020 Strategic Plan and accurately reflects the performance
targets, which the Fund wili endeavour to achieve, given the resources made available for the 2019/20
financial year.

Ms Mantiti Kola

Acting Chief Financial Officer

Ms Lindelwa Xingwana-Jabavu

" Acting Chief Executive Officer

Dr Matsontso Mathebula

Chairperson of the RAF Board
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PART A: STRATEGIC OVERVIEW

1. ROAD ACCIDENT FUND OPERATING ENVIRONMENT

The Road Accident Fund {RAF) is a juristic person established by an Act of Parliament, namely the Road
Accident Fund Act, 1996 (Act No. 56 of 1996}, as amended (RAF Act). It commenced operations on 1
May 1997, assuming at the time, all the rights, obligations, assets and liabilities of the Mulitilateral
Motor Vehicle Accident Fund.

1.1 UPDATED SITUATIONAL ANALYSIS

The Road Accident Fund {RAF) is a juristic person established by an Act of Parliament, namely the Road
Accident Fund Act, 1996 (Act No. 56 of 1996}, as amended (RAF Act). The RAF provides two types of
cover, namely personal insurance cover to accident victims or their families and indemnity cover to
wrongdoers.

The reality is that the institution has been insolvent since 1981 and continues to find itself in this
predicament because of the misalignment between funding model and claims expenditure of the its
funding and expenditure are not aligned. In the past six years, a Turnaround Strategy has seen
remarkable transformation in the institution, but the focus on performance resulted in severe cash
flow constraints. Trends observed in the claims environment saw a substantial increase in the
provision for claims liabilities. The financial challenges that were experienced in prior financial years
persisted, but the RAF continued with claims settlements. 1t is noteworthy that the sustained cash
flow constraints have resulted in a significant increase for interest paid during the course of the year.
Interest paid increased by 7.2% to R224 million from R209 million in the previous year.

The financial strain on the RAF was once again tough during the reporting period. On average, the
Fund was R9 billion in arrears per month with finalised claims that could not be paid, due to insufficient
cash to pay these claims. The Fund’s financial challenges continued under these circumstances with
attachments by the Sheriff of RAF’s bank and call accounts that have continued during the year under
review in prevalence and value. Internal measures were also introduced to optimise cash flow
management and time periods, but the core challenge was and remains real.

The net deficit of the RAF has continued to climb sharply during the 2017/18 financial year. Regardless
of the increase of 9¢/l (5.8%) in the RAF Fuel Levy during the year under review, the income required
by the RAF for sustained settlement of claims and the RAF Fuel Levy determined by the National
Treasury, inclusive of annual inflationary adjustments, are clearly not feasible. Total assets are higher,
mainly because of cash and cash equivalents and receivables from non-exchange transactions {RAF
Fuel Levy). Total liabilities were higher, attributable to a combination of the increase in the claims
provision and an increase in claims requested but not yet paid (RNYP). Overall, the net deficit has
increased substantially compared to the previous reporting period. The RAF dispensation is not
adequately funded-and remains unreascnable, inequitable,-unaffordable-and unsustainable.

The transformation of the current scheme, as envisaged in the RABS Bill, will address many of the
challenges facing the RAF that are constraining its ability to deliver on its mandate in an effective and



efficient manner. In addition, a no-fault, fixed benefit scheme will ensure smooth alignment with the
comprehensive social security system envisaged by government. The promulgation of this piece of
legislation will address many of the current challenges experienced by the Fund. Once in place, the
RAF Fuel Levy will be assigned to the new scheme.

A combination of the following factors were identified as root causes to the risk of future RAF revenue
generation potential.

The increased use of electric cars will also be a factor on the reliance of fuel levies as a revenue stream
in the long term, particularly when manufacturing costs reduce and bring down the price of these
vehicles. According to research by Eskom, the energy consumption for electric vehicles on average is
0.19kWh and that equates to an electricity cost of R1.30 per kWh — which is 4.2 times cheaper than
filling up with fuel. Whilst this is more of an opportunity risk because of its impact to the environment,
it will also have a significant impact on revenue if measures are not put in place to explore the
possibilities of levying these vehicles in future.

The fuel levy is currently the fourth largest source of income for government after income tax,
company tax and VAT. It contributes 5% to national tax revenue. According to a statement from
Stellenbosch University, the levy is becoming "increasingly unproductive as vehicles' fuel efficiency
increases, and electric and hybrid vehicles emerge". According to Professor Stephan Krygsman, an
expert in Transport Economics at Stellenbosch University's Department of Logistics, “It's being
estimated that by 2040, electric cars can make up 30% — 40% of the world's 2 billion cars. Taken
together with the increased fuel efficiency of internal combustion vehicles, this would translate into
savings of millions of barrels of oil a year. And of course savings in fuel levies and taxes."

In his February 2018 SONA, President Ramaphosa mentioned that the most grave and most pressing
challenge in the country is youth unemployment, and he promised that government will be initiating
measures to set the country on a new path of growth, employment and transformation. He further
mentioned that South Africa will pursue higher levels of economic growth and investment, with a need
to take additional measures to reduce poverty and meet the needs of the unemployed in our country.
The RAF, in pursuit of its mandate, has come up with different initiatives such as the Youth Driver
Development Programme, which aims to promote youth road safety while contributing to the
reduction of youth unemployment.

In his 20 June 2019 SONA, President Ramaphosa mentioned the new 7 Apex priorities of government
which reiterate that SOE’s are to enable the economic and social development as per their respective
mandates.

Since its inception in 2016, The Youth Driver Development Programme afforded 350 unemployed
youth with driver’s licences. The programme is aiming at assisting 1,070 unemployed youth to get
their driver’s licences and public driving permits. The RAF also partakes in the 12 or 24 months paid
internship programme each financial year, which offers students a hands-on opportunity to work in
their desired field. They learn how their course of study applies to the real world and builds a valuable
experience that makes them stronger candidates for jobs. In the context of widespread
unemployment;these opportunities continue to provide much needed income, work experience-and
training. President Ramaphosa has established a Youth Working Group that is representative of all
young South Africans to ensure that the country’s policies and programmes advance their interests.



The RAF, through its Corporate Social Responsibility initiatives, contributes money towards building
of fully furnished classrooms, purchasing of prefab structures for autism learners and revamping of
hospitals. Other initiatives include rehabilitation of seriously injured claimants, maintenance and
building of low-cost infrastructure interventions programme that seeks to reduce pedestrian-related
deaths through the installation of speed-calming measures, such as speed humps, rubble strips, road
studs, lane restrictions and improving road signage and road marks.

The RAF, in its quest to implement the NDP and the 7 Apex priorities, has subsequently expanded its
physical and virtual presence, and access to the RAF is greater than it has ever been. The RAF national
footprint was expanded with 100 Hospital Service Centres and six Community Service Centres in place.
Over 66,000 claimants were engaged at the highly revered ‘RAF on the Road’ community outreach
campaigns and other road shows. The Call Centre responded to more than 387,044 telephone calls in
the 2017/18 financial year. Over 162,000 people follow the RAF on its social media platforms — eager
to keep track of what the RAF is doing, when and where. The organisation is fast becoming a public
entity that all road users have confidence in and are proud to be associated with. In 2017/18, 271,933
new claims were registered and 203,493 claims were finalised. The c¢laims expenditure increased from
R29.8 billion in 2016/17 to R 34.6 billion in the 2017/18 financial year. The number of registered claims
also shows continuous increase compared to the registrations in 2015/16 and 2016/17 financial years.
The increase in newly registered claims attests to effective outreach programmes.

The proposed RABS Bill will be placed on the National Assembly Order Paper for voting again in the
6" Parliament. If successful, accident victims will qualify for benefits regardless of who caused the
accident. Benefits will also not be reduced based on the accident victim's contributory negligence and
this proposal will benefit many people who have not had access to the RAF, but the pay-off would be
a rationalisation of what is paid out at the upper end.

The APP of the Fund is prepared in line with:
National Treasury’s Framework for Strategic Plans and Annual Performance Plans; and
National Treasury’s Framework for Managing Programme Performance Information.

This Plan identifies the performance indicators and targets that the Fund aims to achieve in the
upcoming budget year (2019/20) in pursuit of its strategic outcomes as set out in its Strategic Plan
2015 -2020.

The table below details the seven (7} pillars that guide the Fund’s strategic ocutcomes for the
2019/2020 financial year.

RAF STRATEGIC OUTCOMES 2015 TO 2020

The APP is aligned to the Funds’ Strategic Plan for 2015 - 2020. Additionally, the performance
indicators and targets are aligned with the Fund’s budget, as well as all reports that the Fund is
required to deliver during the financial year, including the Fund’s Annual Report.



RAF 7 Pillars

Efficient Claims Processing * Manage the number of outstanding claims
¢ [ncreased efficiency of claims processing

¢ |mproved claims fraud detection

¢ |mproved direct claims management

¢ |mproved claims litigation

* |mproved post-crash care management

Accessible Services ® Promote RAF services through outreach

programmes and other events

i ® |mproved Call Centre responsiveness

Effective Financial Management/Health e Effective cash flow management

® mproved procurement cutcomes

Optimal ICT Services * Ensured optimal ICT service availability

e Implemented Five-year ICT Strategy

Improve People Management e QOptimised organisational performance

¢ Maintained RAF's contribution towards
government’s social and economic agenda

e Contribute to government priority of youth

unemployment

RAF Transformation e Transform RAF to RABS

Assured Control Environment ® Raised ethical standards

® Improved Combined Assurance outcomes

The above mentioned RAF seven strategic objectives are aligned with the 2019 7 Apex priorities of
Government, as depicted in the table below;



RAF Alignment to 7 Apex Priorities

1. Economic
transformation and

job creation

Accessible services
RAF Transformation

Community outreach campaigns (RAF on the Road)
Transition from RAF to RABS

90% of allocated budget spent on Enterprise Supplier
Development — R8, S million in 2018/19 FY

200 unemployed Youth afforded drivers’ licences and
Public Driver Permits(PDP)

Implement 2019/20 ICT strategic initiatives

3500 Caregivers employed to afford seriously injured
beneficiaries with home-based care - R294 million in

2018/19 FY

2. Education, skills and

health

Efficient claims processing
and Improve people
management

Improve post-crash care management

Caregivers Training Manual accredited by UKZN
Learnerships {(148) and internships(57) — R44,3 million in
2018/19 FY

80% of allocated budget spent on Skills Development
Treatment plans introduced for all serious injuries
Increase active undertakings to provide free medical care

for seriously injured beneficiaries

5. Social cohesion and

safe communities

RAF Transformation

90% of allocated budget spent on Socio-Economic
Development - R8, 5 million in 2018/19 FY

Revamping Hospital Centres Emergency Units to be
accessible to people living with special needs.

Investments in Hospitals File and Records Management
Providing decent accommodation for People with special
needs i.e. disability, autism , early learning centres in
conjunction with the Department of Social Development
and Education

Road safety initiatives

Promaotion of Child Restraint Program — providing car seats
- approximately 480 seats in 2018/19 FY.

o Practical Safety Training for Motorcyclist




RAF Alignment to 7 Apex Priorities

o Low cost Infrastructure in conjunction with
Municipalities to promote pedestrian safety

o Defensive Driver Programme for Bus and Truck
drivers

RABS Business Model - Transition RAF to RABS I

2. Education, skills and
health

6. A capable, ethical
and developmental

state

Improve people
management

Maintain Employment Equity targets
Improve post-crash care management
Maintain vacancy rate at 6%

RABS Skills Transition Plan

6. A capable, ethical
and developmental

state

Assured control
environment

100% implementation of Ethics initiatives

Improve fraud detection and management before undue |
payments are made - R1,4billion 18/19 FY { R1,5billiion — Ii
17/18 FY)

Unqualified audit opinion

Improve procurement outcomes

5. Social cohesion and

safe communities

Efficient claims processing
and Improve people
management

Manage the number of outstanding claims to compensate
and rehabilitate victims of road crashes - 237 164 claims
settled and 173 453 claims finalised in 2018/19 FY

Improve direct claims management to ensure full

compensation goes to the accident victim

Improve post-crash care management to ensure victims of |
road crashes are provided with medical care and re-.
integrated into the communities and are economically
active citizens

Maintain EE targets in accordance with the National

Economically Active People (NEAP) requirements.
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2. ORGANISATIONAL ENVIRONMENT
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3. HUMAN RESOURCES

The RAF staff complement has grown in line with expansive budgets approved by the DoT, National
Treasury and Parliament over the medium term. Experts in numerous fields were brought in to help
improve delivery in both core and support businesses, resulting in a permanent staff complement of

2,911 at the end of March 2018.

The RAF continues to ensure optimal capacity in terms of people and performance by recruiting,
remunerating, managing and retaining skilled staff, identifying talent and managing succession,
training and developing, while managing outliers and recognising and rewarding performers within
the organisation. The salaries budget has increased by an average of 12% over the MTEF period due
to annual salary increases and 20 additional posts. Other staff-related costs have also increased in line

with the National Treasury CPI.

4. REVISIONS TO LEGISLATIVE AND OTHER MANDATES

5.1 Road Accident Benefit Scheme (RABS)

The RABS, as set out in the Road Accident Benefit Scheme Bill [B 178 - 2017] (the Bill), paves the way
for the transformation of the current RAF scheme to one which is more reasonable, equitable,
affordable and sustainable. The scheme, as set out in the Bill, aims to provide defined benefits on a
no-fault basis, and paid in a structured manner to qualifying beneficiaries. The scheme will operate on
social security principles and will protect individuals, families and communities from the misfortune,
distress and significant risks associated with unemployment, illness, injury, disability and death of a

breadwinner due to a road crash.

The draft Bill was approved by Cabinet on 29 March 2017, formally introduced in the National
Assembly on 8 June 2017 as the Road Accident Benefit Scheme Bill [B 17B - 2017] and, subsequently

referred to the Portfolio Committee on Transport (PCoT) for processing.

PCoT published the Bill for public written comments to be submitted between 5 and 30 November
2017. The majority of the written comments received by PCoT were from the legal fraternity and other
intermediaries, all with a direct and substantial financial interest in seeing the status quo under the
RAF remain. It is therefore not surprising that, on the whole, these comments were in opposition of
the Bill, in favour of retaining fault, the residual common law claim, and common-law insurance
principles that would see the legal profession and other intermediaries retain the substantial income

streams they have become accustomed to under the RAF dispensation.
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PCoT held public hearings on the Bill at Parliament on 16, 22, 23 and 30 May 2018 and 6 June 2018,
The public participation process was extended by conducting public hearings in each of the nine
provinces between 24 july and 14 August 2018, After extensive deliberations and due consideration
of all the public submissions and responses from the DoT, PCoT proposed a number of changes to the

Bill.

On 8 November 2018, PCoT adopted the B-Bill {the Bill as tabled with changes recommended by PCoT
incorporated in the Bill) and an A-List (a list of the changes recommended by PCoT) and on 20
November 2018 PCoT finalised its report on the Bill to the National Assembly. The PCoT Report and
the Bill were placed on the Order Paper of 4 December 2018 for debate and approval by the National
Assembly of the PCoT Report and of the Second Reading of the Bill. Voting was postponed since there
was no quorum. The PCoT Report and the Bill were again placed on the Order Paper of 6 December
2018 for voting. Voting took place but the requisite quorum required to vote in respect of the approval
of the Second Reading of the Bill (201 votes) was not achieved. The Bill will again be placed on the

National Assembly Order Paper for voting.

5.2. RAF Amendment Act

The significant progress made in respect of legislating RABS has resulted in a situation where both the
RABS Bill, No. 17 of 2017, and the RAF Amendment Bill, No. 3 of 2017, served before the PCoT at the

same time. Consequently, a decision was taken to withdraw the RAF Amendment Bill, No. 3 of 2017.

5. THE CURRENT STATUS OF THE PUBLIC ENTITY

5.1. Key Programmes

The successes realised during the previous years did not emanate from what some would call a
conducive environment for success. Extensive engagements took place with affected claimants and
their representatives, as well as the media. Internal measures were introduced to optimise cash flow
management and time periods, but the core challenge was and remains real — the RAF dispensation is

not adequately funded and remains unreasonable, inequitable, unaffordable and unsustainable.

KEY PROGRAMMES
2017/18 2018/19 2019/20 2020/21 2021/22
R'000 R'000 R'000 R'000 R'000
Administration 2361 475 2913959 3276047 1640576 3547128
Payment of claims to actident victims 61 345597 74 746525 84304 220 95016011 107 064 316
Total expense 63 707 072 77 660524 87 580 267 98656587 111011443
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5.2. Composition of Spending

5.2.1. Claims Expenditure

The rate at which the RAF settles claims is expected to remain constant over the MTEF period. 20
additional posts were added in 2019/20 to capacitate the organisation’s operations. Due to increased
productivity during the 2017/18 financial year, productivity was projected to increase by 5% in
2018/19 and then remain constant over the MTEF period.

Claims inflation is expected to be 11% for 2018/19 and for the rest of the MTEF period. This is the
long-term average claims inflation over the period 2006 to 2018 and was derived by comparing the
Fund’s average claim settlements from year-to-year over this period. This inflation assumption was
reduced slightly from the previous year’s assumption of 13% due to a lower than expected change in
the average values for 2016/17 and 2017/18 financial years. It must be noted that the full effects of
these increases are not reflected in the claims payments line (first row in the table below) due to cash
constraints. Therefore, the claims payments reported below were restricted to cash available for the
current financial year and for the rest of the MTEF period. The amount that cannot be paid is accrued
for as “Claims Requested but not Paid”. The level of claims requested, but which the RAF is not able

to pay, is not sustainable as it exposes the institution to significant liquidity risk.

The following is the projected shortfall in the amount available to pay claims, as a result of cash

constraints.

CLAIMS PAYMENTS SHORTFALL

2017/18 2018/19 2019/20 2020/21 00/
R'000 R'D00 R'000 R'000 R'0D00
Amopunt avallable for daims payments 38 381 655 39 782 365 39 628 258 39532 361
Amount that can be paid based on productivity 40219 833 44 755 014 49 678 066 55 142 653
Shortfall/(Excess) for the year - 1938178 4972649 10049763 15610 292
Balance of Claims requested but not paid 9061 346 10 999 524 15972173 26021 941 41632 233

5.2.2. Claims Requested but not Paid (Claims Creditors)

The RAF continues to face financial challenges and this has put more strain on the ability of the Fund
to carry out its mandate. As a result of this, the balance of claims creditors at 31 March 2018 was R9

billion. Claims creditors are projected to grow to R11 billion by the end of the current financial year.
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Over the MTEF period, the RAF Fuel Levy is projected to remain flat and, as a result, claims creditors

are projected to grow to R41.4 billion by the end of the 2021/22 financial year.

The RAF continues to settle claims in terms of its mandate and targets. This is despite the fact that the
available funding is not sufficient for the amount required to effect payment on the settled claims.
The cash constraint is further exacerbated by the assumptions that underpin the Fuel Levy in the

period of the MTEF.

5.2.3. Provision for Qutstanding Claims (ORC & IBNR)
The provision for outstanding claims increases because the number of claims reported is expected to
remain high.

The following table shows how the provision develops over the MTEF period.

PROVISION FOR OUTSTANDING CLAIMS {ORC & IBNR)

2017/18 2018/19 2019/20 2020/21 2021/22
R'000 R'000 R'000 R'000 R'000
Provision for outstanding claims - ORC 139 204 252 165 080 251 196 337 968 232260270 | 272852290
|Provlsior| for outstanding claims - IBNR 67 012783 75 587 954 B3 879443 93 295 086 104 624 728
ITotaI provision 206 217 036 240 668 206 280217 411 325555356| 377477019

5.3. Goods & Services

The increase in goods and services between 2015/16 and 2016/17 is mainly due to the reclassification
of expenses from compensation of employees to goods and services. Due to the delay in projects for
the 2017/18 financial year, goods and services decreased slightly by around 7%. The budget for the
2018/19 financial year is in line with the amount previously submitted for the ENE. Over the MTEF
period, the expenses are expected to increase by 5.3%, 5.5% and 5.5% for 2019/20 to 2021/22

respectively.

5.4. Compensation of Employees

As a result of existing vacancies, the staff complement is projected to increase. This is as per the
Turnaround Strategy implemented in 2012/13, to enable the Fund to achieve its service delivery

requirements. It is expected that the headcount will increase from actual number of staff of 2,754
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{budgeted positions = 2,881) as at 31/03/18 to 2,911 in the 2018/19 financial year. 20 additional posts
have been added in 2019/20 to capacitate the organisation’s operations. No other staff increase is

expected for the rest of the MTEF period.

The salaries budget has been increased by an average of 12% over the MTEF period due to annual
salary increases and an increase in staff, Other staff-related costs have been increased in line with the

National Treasury CPI.

5.5. Reallocations

There are no proposals to reallocate spending between programmes.

5.6. Value-for-Money

The costs proposed in this MTEF are generally in line with the National Treasury guidelines and cost
containment measures. The RAF always strives to align expenditure with prescripts issued by National
Treasury on cost containment, and issues directives on this to staff from time to time. The RAF
advertises bids on e-Tenders as per National Treasury Instruction No. 1 of 2015/16 and utilises the
Transversal Term Contract as per National Treasury Circular No. 3 of 2016, where applicable.
Operational costs have increased by National Treasury’s CPl. The National Treasury CPl is forecasted

to be 5.3%, 5.5% and 5.5% for the 2019/20 to 2021/22 financial years respectively.

6. Cost Pressures

As stated in number 2 above, the RAF continues to face financial challenges and this has put more
strain on the ability of the Fund to carry out its mandate. As a result of this, claims creditors are
projected to grow to R11 billion by the end of the current financial year. Over the MTEF period, the
RAF Fuel Levy is projected to remain flat and as a result, the claims creditors are projected to grow to

R41.6 billion by the end of the 2021/22 financial year respectively.

6.1. Cash Balances

The RAF is experiencing cash flow constraints and cannot pay all the claims it can process. A cash
balance of R1.7 billion reported at the end of each financial year is due to the fact that the RAF Fuel
Levy is received around the 25th of each month. The RAF normally has a cash balance of around R100

million before the Fuel Levy is received.
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6.2. Fuel Levy

The Fuel levy is projected to remain flat over the MTEF period.
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PART B:

ANNUAL PERFORMANCE PLAN INITIATIVES AND ACTIVITIES
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PART B: ANNUAL PERFORMANCE PLAN INITIATIVES AND ACTIVITIES

8. PERFORMANCE INDICATORS AND MEDIUM-TERM TARGETS FOR 2019-2020

8.1.

Strategic Objective

Efficient claims
processing

Performance
Indicator

Objective 1: Initiatives Aligned to Efficient Processing of Claims

Measure

Audited or Actual

Performance

2017/18

Estimated

Performance
2018/19

2019/20

1. Manage the Increase number of 45320 40466 Increase by 10%
number of personal claims with offers
outstanding claims | accepted by 10%
2, Manage efficiency | Improve personal claims 1112 1125 Reduce by 10%
of claims processing turnaround time
processing by 10%
3. Improve supplier claims 96 87 Reduce by 10%
processing turnaround time
by 10%
4, Claims fraud Increase percentage of 901 1206 Increase by 10%
detection fraud detected before
undue payments are made,
based on number of files by
10%
5, Increase percentage of R1 450 496 207 Increase by 10% | Increase by 10%

fraud detected before
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Strategic Objective

Performance
Indicator

Measure

undue payments are made,
based on the value by 10%

Audited or Actual

Performance

2017/18

Estimated
Performance
2018/19

2019/20

6. Imprave direct 15% increase in direct | 32622 37364 Increase E.\ 15%
claims personal claims originated
| management . o
7. Reduce % of direct personal | 2477 2046 Reduce by 10%
claims converted to
represented by 10%
8. Improve claims Increase % of offers made | 7784 Increase by 10% | Increase by 10%
litigation before trial date by 10%
9, Improve post- Increase active 5885 Increase by 10% | Increase by 10%
crash care undertakings by 10%
management : e
10. Treatment plans introduced | 3044 - 100%

for all serious injuries
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8.2.

Strategic
Objective

Providing
accessible
services

Objective 2: Initiatives Aligned to Providing Accessible Services

Estimated
Performance 2018/19

15% increase based on
actual achievement

2019/20

10% increase based on
actual achievement

responsiveness

Performance Indicator Measure Audited or
Actual
Performance
2017/2018
11. | Promote RAF services 10% increase in the number | 66819
through outreach of potential claimants
programmes and other | serviced during outreach
events programmes and other
events
12. | Manage Call Centre Reduce % of abandoned calls 2.22%

Reduce to 2.8%

Maintain at 2.8%
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8.3. Objective 3: Initiatives Aligned to Effective Financial Management

Strategic

Objective

Effective financial
management

13,

Performance Indicator

Effective cash flow
management

Measure

Claims payment average
days as per the cash
management procedure

Audited or Actual
Performance

2017/2018

Manage claims

payment average days

Estimated
Performance
2018/19

Manage claims
payment average
days

2019/20

Manage claims
payment average
days

14.

Improve procurement

outcomes

100% success of all bids
issued within Supply Chain
Management directive
timelines

100% of unsuccessful
bids against issued
bids

100% success of all
bids issued within 9
months

100% success of all
bids issued within 8
months
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PART C: LINKS TO OTHER PLANS

10. LINKS TO THE LONG-TERM INFRASTRUCTURE AND OTHER CAPITAL PLANS

Not applicable to the Fund.

11. CONDITIONAL GRANTS

Not applicable to the Fund.

12. PUBLIC-PRIVATE PARTNERSHIPS

Not applicable to the Fund.
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ANNEXURED

* VISION

MISSION

VALUES

STRATEGIC OUTCOME-ORIENTED GOALS
BUDGET PROGRAMME
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13. VISION, MISSION, VALUES, AND BUDGET PROGRAMME

13.1. Vision

To provide the highest standard of care to road accident victims; and to restore balance in the social system.

13.2. Mission

To provide appropriate cover to all road users within the borders of South Africa; to rehabilitate persons
injured, compensate for injuries or death and indemnify wrongdoers as a result of motor vehicle accidents in
a timely, caring and sustainable manner; and to support the safe use of our roads.

13.3. Values
The following values drive everything that we do and the manner in which we do it.

Wa cafe fof and mappolt puf Crstomers.
W cafe fof ad ppelt mich cthet.

We exearte oul duties with dedieation and foftiuds while
pursuing EscelEtr acTa the butiness.

We ale dTfven by 2 deufe 1o sucored which we fealize through
intedligent plarring and commitment to delivety.

Doing thve right thring weh the lazn amoont of Pacufces
I euf ercdeavouss wee siffve 10 optinsal outpst iTom the tne,
st and effort rsesed.

We it toand d ety harwesTy,
onsirtency and fathers n oof actions and decisians.
We mode the high dartds of p A
professional behaveeet.,
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13.4. Budget Programme

Table 4 Projected Statement of Financial Performance

Revenue from non-enchiange transactions
Nl fuel levies

Flbyf

Fl Received

Heff

Revenue from exchange transactions
Qther‘ncome

Reinsurance ravenue

Alowanca for credit Josses adjustment
Gains on dispesal of assets
imvestment revenue

(ESS XPENSES
{laims expenditura

Reinsurance premuurss

Employee costs

General expenses

Deprecation and amortisation
Loss on disposal of assets and liabilities
Finance st

Beficit for the year

218 L] il n x5 .11 i a6
7 B0ML 414351 43360 004 $I 159 43434549 /700 43930382 P50 4300%6
5L 78438 B5315 8997238 S0 24 908743% 91N $1R5% a4
35808 43884 4018082 aam $493% 43666585 254918 #1043 4404854
TE43N 3655315 BT 0420 9087435 imm 91753 I 105!
L1
L %016 %350 %% B %% 9% 959 %%
0&E Bl B0 %5 B9 8% L] 33963 B8
kT TAT46525 B34 0601 107064 316 10613553 135848 145 9993 MRss
nsy Pl i Be 0 LY 3081 %16 £ )
158157 180606 DIMASISE  G1EBY 26841 PRk 29983 1183% ER1
538 fa9sl T3l Te631 8458 B56.965 EUE) %6258 1020659
41401 50355 59 5304 3% %35 975 an 57085
m . :
me 3735 w2 13 35760 48405 23440 53446 Lt
(B3E7T  (BBIEY (M B (N [BseSln) (%S (IBQ6RL) (Eansay
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