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Repart of the Auditor-General to Parliament
on the financial statements and performance
information of the Road Accident Fund for the

Report on the Financial Statements

Introduction

I. | have audited the accomparnying financial statements of the Road
Accident Fund (RAF) which comprise the statement of financial
position as at 31 March 2007, statement of financial performance,
“statement of changes in net assets and cash flow statement for the
year then ended, and a surnmary of significant, acc_c:unting palicies

and ather explan'_atcnry nates, as set out on pages'_EZ:_te 123, '_ '

Respons:blllty of the accountmg authorlty for the f’nancnal
statements

; 2 The accounting - autherity is responsible for the . preparatlon and

‘-South Afncan Statements aof Genemlly Accepted Accountlng
B 'Pmctxce (GAAP) ancl in the MEnnar: requtreci by the F‘ubllc Fnance
ManagementAct 1999 (Act No. | of 1999) (PFMA) dnd the anadf o
gAmdeﬁt Func! ACL 1996 (Act No. 56 Df |996) (RAF Act} Thls :

X '_.respcnmbllrty includes:

kel R REY BB M B MG R Ml LA

e - Deslgnlng |mp!ementmg and rnam‘tasnlng cntemai cantrul 'E

'-'relevarrt yi=} the preparaLchn anci falr presentatlcm of Fnancnal L

', :statements that are free frDm matenal rn|55t3tement whetherti :

'due tcl fraud or errc:r o

: electlng ancl applymg appmpnate accaun’tlng policies; and
9

Responsibility of the Auditor-General

3 Asrequired by section 188 of the Constiution of _e-Re'public 'c;rj :
South Africa,” |996 read with sectlc:n 4 of the F'ubhc Audlt Act

an Dpll’]ll:ln on thae finandial statemems basecl en rny auclrl'_

"4 iconducted my audlit in accordance with the in_terha_tii_:riél 5t_ar1d:ard5
* o Auditing and General Notice 647 of 2007, 'issuec_i ih"quer_nmem' o
Gazette No, 29919 of 25 May 2007. Those star_'lcfards require that

I camply with ethical requirements and plan and pErfc\rm the audit

year ended 3| March 2007 >

‘An audit also includes eva!uatmg 1he

o falr presentation of these financial statemenb in accc)rdance with 7.
“Basis of a_ccc-:ynf_in_g'

'.j lto the r:ancral statements

‘Unqualified opinion "

2004 {Act No, 25 of 2004) (PAA) Ty’ responsubllrty |s to e‘-cpress o
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o obtain reasonable assurance whether the financial statements

are free from material misstatement.

An audit invalves performing procedures io obtain audit evidence
about the amounts and disclosures in the financial statements, The
procedures selected depend on the auditar's judgement. incl_uding

ihe assessment of the risks of material misstatement of._ﬂ're financial

ststernents, whether due to fraud or errar In making thase risk
assessments, the auditar considers internal control relevant tc} the
entity’s preparation and fair presentation ofthe financial _st__atements.

in order to design audit procedures that are appmpriate in the -

circumnstances, but not for the purpose DI' expressing an oplnlun.

an the effectiveness of the entity 5 mternal cc:ntrol

. Appmpnateness of accounting pollt:les used

*' Reascnzbleness of accountlng estlma{es rnade by manage-

ment and

v Ovemll prﬁentatmn of the ﬂnanCial siatements :

| believe that 1he audit EVIdEﬂCE I-have obtamed

apprcpnate ie pmwcle a basm fnr my audlt opmlc:n

The RAFs po!lcy is t0 prepare fi finaricial statemems an the ba5|s af’

. accountlng deterrnlned by ihe Natlcmal ki asury. as st—:t Dut in l;lf:ﬁe-“ ‘

73

|n my c:pmlcm Lhe fnanc.lal staternents present fmriy. in all mater]al S

.re,pects 'Lhe t'nanual pusmcm cf \‘he RAF as at 3 M ;___.h 2007 .
. and rts fnancml performance and cash ﬂows for. ﬂ1e year the.n_. L

: .5:'_ ‘ended |n accordance with *{he bams c:f accountmg determlnec{ by

L n_anmgl-statement_s. ard in the marrier required by the PFMA. -

aldsy
ERA
ok ]

7' Tumaround for defivery " -

e | 'the Natmnal Treasury Df South A!’r;ca. 25 set out |n nctte 2to the @ - L
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Report of the Auditor-General conined..

Emphasis of matter

Without qualifying my audit opinion, | draw attention 1o the following

matter:

10.. Going concern .
With reference to the paragraph on page 79 in the report by the
board, the annual finandial statemenis indicate that the RAF has

" not bean solvent for a nurmber of years..

The financial mtemenfs'furthermcare show that the total liabilities

" exceeded total assets by R20 178 rrulhon (2006 R18 368 million)
E -;'at 3l March 2007 and net’ current Ilahllmes c:f RS 680 m||||cm
o (2005 R7 020 munnn) at that date. -

B _Thls was malnly attnbutahle to the !ong 1erm prov:smn I'c:r .

'-',.:outstancllng clalms amountmg o RIB 692 rm!!:on at year- ;
'end (2006 R|5 693 million), while ‘I‘.he shcrtterm prowsu:m :

ncluded in net curren‘t liabilities arnnunted to RS .180 I'I"il||l0n
(2006 RS 658 rnzlllon) CGrrtnbuUng flrther to the f'nanclall'_

positicn was the fac that RAF processed mare c?zums than_'

'."the flel levy that was recenved dunng the fnanua\ year' thus..

reducmg the baclc!og in clalrns. The RAF has alsn shcwn a'net

: ﬁ'le systems of |nterna| ccmtrcl WhICh |nc|uded the fmllnwmg

' _'. :The :|a|ms rnanagement prm:ess is centml to the operatlons "

the identity numbers and martality of claimants could not be
verified in certain instances, A number of claim files from the
Pretona branch could not be presented for audit,

+  The maintenance of inveniory shests relating o asset
management. . . :
Salary journals 1hat cng inated fram the remunem‘nnn rnanagcr

were not aiw::ys reviewed or authorised by a superwsur

12, Corrol weaknesses relating to information systems

It was reported in pamgmph 5.3.3 of the previous year's audlt
report that 2 follow-up, information system audit of the generdl
controls surroundmg the information technnlogy enwmnment
at RAF was cumpleted and that the findings ware reperted to
RAF management The e\faiuatscn of the correctlve measures
as indicated by the RAF rnanagement could rigt I:e carried out

during the current yeaHs aucirt as the RAF maﬂagemerrt |nd|cated

. dunng February 2007 that nn sugnli'cant changes Were made to the

E |nforrnatn::n ‘techncbgy enwranment and that the fndlngs as per

the 2005!{)6 repurt were st|II appln:able :

i -RAF managemen‘t |nd|cated dunng July 2007 that same of 'the

Fndlngs have 5 hseq . rrt!y hean addrased The correct!ve

aa . measures referred to b‘ the RAF management Wl" be eva%uated :

3. i"latenai non cornphance wuth applu:ahle Ieglslaucm :

'In terms of sectlc:n 24 of pamgmph 6(a) ofthe RAF AcL as, WE“ .

of the RAF. Whlle the valume, quantum and r:cmplexrty ware % '

reccgn!sed together wrth the dependence ln many 1nstances

~on third parbes to prawde informatian, a nurnbar of conterns
o .;-were noted, These related to the tlmehnes for complehun,
“the cc:mpleteness of information as well as recordlng and
‘administrative amangements.  Duplicate payments were

made, which were not detected by the claims system, whilst

1\“ 1

G
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* through a regularity audit

exteril| par‘tles and would consequently not ncrmally be revealed'__: _
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Reporz of the Auditor-Genesal continued..,

Orther Reporting Responsibilities

Reporting on performance information

§5. | have audited the performance information as set out on pages 45

to 48,
Resp_on'si_biljt.ie.s of the accounting authority

6. The accountmg authorﬂy has additional respon5|b|lmes as required
. by sectlon 55(2)(a) c:fihe PFMA to epsure that the annual report
_aﬂd audrted fi nancla! statemems fairly present the performance

_-‘agamst precleterrmned ohjectivas ofthe pubhc entrty. -

Résp@ﬁ%ibiﬁty o.f thé’At_:diﬁor-Gé_néral_ .

) 22 The ass:stance renclereri by the sta f

canducted my engagement in accordance wrth schon 13 ufme

read wrth General Nat.'ce 646 of 2007 |55ued in Gﬂvemment
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Audit findings

20. The sirategic plan was compiled and approved. A shareholaer's
compect was agreed at the beginning of the year under reﬁiaw with
the Executlve Authority, but did not inciucie all the peribrmance.-
DbjEdIVES in the stniteglc plan. Sy

21. There was na policy and 'prc‘:ced'u.rgs manual regarding per[ocrnénce )

- management information.

Appreci_z_ition .

th R:n'a;i Acciderit: Fund

ciunng the audlt is 5|ncere!y appraclateci
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