Report of the Auditor-General

for the year ended 31 March 2006

1.
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: Treasury of South Afrlca, as descnbed""

AUDIT ASSIGNMENT

The financial statements as set out on pages 76 to 108, for the year ended 31 March 2006, have
been audited in terms of Section 188 of the Constitution of the Republic of South Africa, 1996 (Act
No. 108 of 1996), read with Sections 4 and 20 of the Public Audit Act, 2004 (Act No. 25 of 2004).
These financial statements are the responsibility of the accounting authority. My respaonsibility is to
express an opinion on these financial statements, based on the audit.

scopE

The audit was conducted in accordance with. International Standards on Auditing read with General
Notice 544 of 2006, issued In Government Gazette No. 28723 of 10 April 2006 and General Notice
BO8 of 2006, issued in Government Gazette No. 28954 of 23 June 2006, Those standards require
that I plan and perform the audit to obtain reasonable assurance that the financial statements are
free of materfal misstatement. - e ' N

An audit. mcludes. :
. examlnlng, on 8 test basns, ewdence SLIppDrtlng the ameunts and disclosures in the fi nanc|al
staternents BRI : :
. assessmg the accountmg pnncup[es used and 519n|t‘ cant estrmates made by management as well as;
] evaluatlng the overall fi nanmal statement presentation

I belleve that_the audlt provrdes a reasonable bass for my oplnlon

BASIS"OF'ACCOUNTING

pollcy s to prepare F nancual statemenfs on the ba5|s of accountmg determrned by the

' Nat:onal Treasury 'as descrlbed |n note 1 1 tca the fi nancnal staternenrs

AUDIT OPINION

I my oplnron, the fl nandal statements praent faErIy, in a[I matenal respects the fi nancual position
- of the Road Accrc[ent Fund (‘RAF") at 31 March:ZDOG and the resu]ts of its operatmns and its cash

h the bas:s of accountlng determined by the Natronal
to_the 1'” nanclal statements

.ﬂows fdr the year then ended in accordance
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5.1

5.2

:Going concern

EMPHASIS OF MATTER

Without qualifying the audit opinion, attention is drawn to the following matters:
Submission of annual financial statements

The financial statements were approved by the Board on 29 May 2006, The statements were
subsequently revised to address material shortcomings and were re-submitted for audit together
with the supporting documentation on 29 August 2006. This has led to non-compliance with Section
55(1)(d) of the Public Finance Management Act, 1999 (Act No. 1 of 1999) (PFMA), Whlch reiates to
timely submission,

With reference to paragraph 8.8.4 of the Board Report the annuai t‘ nanaal statements have been

- prepared on the going-concern basis which assumes that sufficient funds will be avallable to contlnue _

e operatlons of the RAF wlthout loss to praent or future credltors

e ';:I noted in my prewous report that several posst[ve 1nterventlon_ ha ] -taken place after ‘the clos

S 'I'he fi nancral statements; however show that the total llabtlltles exceeded total assets by'--‘_ B

i isettle both the ouEtandtng c[alms and the amount owed to SARS cash reserves accumula
- _fthe year would not be sutF c!ent ' :

| Control env:ronment

- that fi nancnal year. This has baen manifested in a Aumber of improvements However, VE!["]DUS aspecﬁ' SR

S ‘still require a concerted effort arid ‘are summarised: below.: Management has confirme
matters are bemg addressed and I W|Il be rewewmg thenr progress durlng my next aud

531

Pollcres and procedures . :
Whilst the RAF has been active in th:s area, a number of pDIIClS and procedures have become dated
and are in need of review. Care should also be taken to ensure that'the policies and procedura cover
all significant areas of operation, In particular those of claims management and information
technology security. They should also be properly approved and rolled out to ali staff.,

Road Accldent Fund Annual Report 2005 -~ 2006 73



Report of the Auditor-General continued

5.3.2 Claims management
The claims management process is central to the operation of the RAR Whilst the volume, quantum
and complexity of the claims are recognls_ed, together with the dependence in many instances on
third parties to provide information, a number of concerns were noted. These related to the timefines
for completion, -the completeness of information and records and to certain administrative
arranger_nents,: such ae the payment procedure5; organisational arrangements and delegations.

Many allegat;ons have been made of fraud and corruptlon It should-be noted that fraudulent claims .
" may reqmre coIIusron between external and |nternal parties and consequent]y, would not norrnaily
be revealed through a regularlty audlt ' : : o

5, 3 3 Informaoon systems i . . :
. “A fol[ow -up mformatlon system audl'__ of general controls surroundlng the tnformation technology o
3 enwronment aLRAF | was completed ln Aprll 2006 and the findings were reported to the Actmg Chlef . _
Fnanual OfF cer;T corrective measures referred to by RAF management w:[[ be evaluated durlng -

" AUDITOR-GENERAL
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