ROAD ACCIDENT FUND

COMPLIANCE WITH: PUBLIC FINANCE MANAGEMENT ACT, 1999 & TREASURY REGULATIONS

Section/Regulation
Compliance Measure
Entity
Complied

(Yes/No)
Reasons

 (Use annexure if necessary)


THE PUBLIC FINANCE MANAGEMENT ACT, 1999

and

THE AMENDED TREASURY REGULATIONS

(25 May 2002)

COMPLIANCE

by the 

ROAD ACCIDENT FUND

A Schedule 3 A Public Entity

PERIOD:  APRIL 2002 TO MARCH 2003

RESPONSE AS DRAFTED BY:    SINAYE T.  NXUMALO

    HEAD - INTERNAL AUDIT DEPARTMENT

 



    ROAD ACCIDENT FUND

DATE:

16 APRIL 2003

49. Accounting authorities
1) Does the entity have an authority that is accountable for the purposes of this Act?
2 & 3
Yes
· The RAF Board was appointed in May 2000, and their term of office ends 31 May 2003.  

· The Transport Ministry has started process to appoint members of a new Board.







50. Fiduciary duties of accounting authorities
1) Does the accounting authority for the entity exercise the duty of utmost care to ensure reasonable protection of the assets and records of the entity.
2 & 3
Yes
· Board Meetings, are quarterly.

·  Board EXCO meetings are monthly.  

· A schedule of the dates of these meetings for the period 2003/2004 has been prepared.

· Executive Management Reports to the Board.







51. General responsibilities of accounting authorities
1)  Does the accounting authority :
2 & 3



 
a)ensure that the entity has and maintains:
2 & 3




i)effective, efficient and transparent systems of financial and risk management and internal control;
2 & 3
No

(see notes)
· There are material weaknesses in systems that exist or have been identified, which do not adequately address the inherent risks that the Fund is exposed to.

· Management of the Fund has embarked on strategic initiatives aimed at improving the control environment.  This includes:

· Claims Life Cycle Project (re-engineering the claims process) 

However, based on audit findings financial management and internal control systems are not adequate.


ii)a system of internal audit under the control and direction of an audit committee complying with and operating in accordance with regulations and instructions prescribed in terms of sections 76 and 77; and
2 & 3
Yes
· The Audit Committee of the Fund is a sub-committee of the Board.  The Committee has five members including its Chair (Mr Vusi Twala) appointed to the RAF Board in September 2003.     

· The Fund has an inhouse internal audit function, that reports administratively to the Chief Executive Officer (Mr HL Kgomongwe) and functionally to the Audit Committee. 



iii) an appropriate procurement and provisioning system which is fair equitable- transparent, competitive and cost-effective;
2 & 3
No.
· The current Board established a Transformation and Procurement.  

· There are no formal and documented procedures in place over the procurement process.  

· The Manager Procurement appointed in August 2002 has now been appointed as Acting Chief Information Officer (w.e.f. 12/2002).  As a result segregation of incompatible duties is currently inadequate.     

· The Manager Procurement will be responsible for the design and implementation of the procurement systems, including the evaluation of major capital projects.  




iv)a system for properly evaluating all major capital projects prior to a final decision on the project;
2 & 3
No.



b) take effective and appropriate steps to:
2 & 3




i) collect all revenue due to the public entity concerned; and
2 & 3
See notes
Income

The Central Energy Fund collects the revenues from the fuel companies on behalf of the RAF.

The RAF is issued Quarterly Audit Certificates of Fuel levies collectible(ed) from the fuel companies.

  


ii) prevent irregular expenditure, fruitless and wasteful expenditure, losses resulting from criminal conduct, and expenditure not complying with the operational policies of the public entity; and
2 & 3
No.

Revisit
· Strategic initiatives aimed at improving the control environment in the claims department are at pilot stage.
· In the case of expenditure , tendering procedures are either not complied with consistently or they are not transparent.  
· Authority to incur expenditures is to be limited to designated officials, only.




iii) manage available working capital efficiently and economically;
2 & 3
No
· Critical Executive Management positions have been vacant for extended periods.  This is being addressed through appointments that are pending.

· There are no Monthly Management accounts for each department or major activity 


d) comply with any tax, levy, duty, pension and audit commitments as required by legislation;
2 & 3
Yes
For example, monthly payments to the:

· Receiver of Revenue

· RAF Pension Fund

· RSC Levies




e) take effective and appropriate disciplinary steps against any employee of the public entity who:
2 & 3
Yes
· Disciplinary procedures are in place.




i)contravenes or fails to comply with a Provision of this Act;
2 & 3
Yes
· The Chief Financial Officer, appointed in August 2001, was suspended in October 2002.


ii) commits an act which undermines the financial management and internal control system of the public entity; or
2 & 3
No
· To date, it has been in respect of claims handlers who have committed fraud. 

· Also, there are four members of Senior Management that are currently on suspensions for various acts that are alleged to undermine effective financial management.




iii) makes or permits an irregular expenditure or a fruitless and wasteful expenditure;
2 & 3
Yes
· To date, disciplinary action has been taken in respect of claims handlers who are alleged to have  committed fraud, and/or corruption.

· Also, there are four members of Senior Management that are currently on suspensions for various acts that are alleged to undermine effective financial management.

· Employees who are found guilty of the allegations are dismissed and the RAF will proceed with civil and / or criminal action.

· Joint operations between the RAF and the Scorpions to investigate fraud.

  


f) submit all reports, returns, notices and other information to Parliament or the relevant provincial legislature and to the relevant executive authority or treasury, as may be required by this Act;
2 & 3
O/S
· 


g) inform the National Treasury on any new entity which that public entity intends to establish or in the establishment of which it takes the initiative, and allow the National Treasury a reasonable time to submit its decision prior to formal establishment; and,
2 & 3
N/A



h) comply, and ensure compliance by the public entity, with the provisions of this Act and any other legislation applicable to the public entity.
2 & 3
No
Not in all respects

27. Internal control and corporate management.
Was a risk assessment performed.
2 & 3
No 
Internal Audit is facilitating the implementation of an organisation - wide risk management.  

The strategic risk workshop is to be held before the end of the current financial period 2002/2003.

A process risk workshop (at departmental level) will be held during the first quarter of the financial period 2003/2004.




Has an internal audit unit been established.

Yes
Internal Audit Department has been established but the staffing requirements of this department remain unresolved.




Are rolling three year strategic internal audit plans submitted.
2 & 3
No
The three year strategic plan has not been finalised.


Was an internal audit plan submitted for the first year of the rolling plan.
2 & 3
Yes
The audit plans for the period 2002/2003 were approved by the Audit Committee.  Audit plans for the new financial period [2003/2004] are to be submitted to the CEO and Audit Committee during March 2003.




Does the internal audit unit have access to all documents and records of the entity.
2 & 3
No.



Has a Chief Financial Officer been appointed prior to 31 October 2001.
3a & 3c
Yes
The Chief Financial Officer of the RAF holds the title of Finance Executive, and was appointed in August 2001.  The CFO, Mr R. Duncan-Anderson, is currently on suspension since October 2002.




Does the entity’s year-end correspond with that of government (31 March).
2 & 3
Yes
The year end of the Fund was changed to 31 March of each year, wef 2001/2002 financial period. 




Refer to Annexure A for reporting requirements per schedule

N/A


52. Annual budget and corporate plan
Did the accounting authority submit:
2, 3b & 3d
N/A
RAF is a 3a public entity

 
a) a projection of revenue, expenditure and borrowings for the financial year in the prescribed format; and


2, 3b & 3d
N/A
RAF is a 3a public entity


b) a corporate plan in the prescribed format covering the affairs of that public entity or business enterprise for the following three financial years, and, if it has subsidiaries, also the affairs of the subsidiaries.
2, 3b & 3d
N/A
RAF is a 3a public entity







53. Annual budgets by Schedule 3a and 3c public entities
1) Did the accounting authority submit a budget of estimated revenue and expenditure for that financial year, for approval by the executive authority.
3a & 3c
Yes
The Finance Executive submitted the draft budget, for the financial period 2002/2003, to the Treasury Department in November 2001


2) Did the entity budget for a deficit or accumulate a surplus without the prior written approval of the National Treasury.
3a & 3c
No
The RAF has been in an actuarial deficit position for a long period.

The RAF Commission appointed by the Minister of Transport is currently looking at the compensatory system with the focus being on its sustainability.







54. Information to be submitted by accounting authorities
1) Did the entity promptly and in writing inform the relevant treasury and submit the relevant particulars to its executive authority for approval of any of the following transactions:
2 & 3



  
a) establishment or participation in the establishment of a company;
2 & 3
N/A
No transactions of this nature.

Allegations against CFO for unauthorised activities ?


b) participation in a significant partnership, trust, unincorporated joint venture or similar arrangement;
2 & 3
?  See notes
Arrangement entered into with Alexander Forbes Compensation Technologies?


c) acquisition or disposal of a significant shareholding in a company;
2 & 3
N/A



d) acquisition or disposal of a significant asset;
2 & 3
N/A
No significant assets were disposed of.




e) commencement or cessation of a significant business activity; and
2 & 3

Would some of the special projects fall under this category, taking into account the budgeted figures? E.g.

· Safety Desk

· Project ‘LUFT’
· Alexandar Forbes Comp Technologies



f) a significant change in the nature or extent of its interest in a significant partnership, trust, unincorporated joint venture or similar arrangement.


2 & 3
N/A
This is exclusive of disinvestments or new investments transactions during the financial period 2001/2002.


g) Was the entity exempted from section 54(2).
2 & 3
No.








55. Annual report and financial statements
1) Does the accounting authority:
2 & 3



 
a) keep full and proper records of the financial affairs of the public entity;
2 & 3
Yes
This responsibility is assigned to the Chief Financial Officer, and the Financial Manager.


b) prepare financial statements for each financial year in accordance with generally accepted accounting practice; 
2 & 3
Yes
External auditors 




c) submit the financial statements within two months after the end of the financial year to:
2 & 3

Will be assessed after the year-end audit


i) the auditors of the public entity for auditing; and
2 & 3

Will be assessed after the year-end audit


ii) the relevant treasury; 
3b & 3d

Will be assessed after the year-end audit


d) submit within five months of the end of a financial year to the relevant treasury, to the executive authority responsible for that public entity and if the Auditor-General did not perform the audit of the financial statements, to the Auditor-General--
2 & 3

Will be assessed after the year-end audit


i) an annual report on the activities of that public entity during that financial year;
2 & 3

Will be assessed after the year-end audit


ii) the financial statements for that financial year after the statements have been audited; and
2 & 3

Will be assessed after the year-end audit


Iii) the report of the auditors on those statements.
2 & 3

Will be assessed after the year-end audit


2) Does the annual report and financial statements:
2 & 3




a) fairly present the state of affairs of the public entity, its business, its financial results, its performance against predetermined objectives and its financial position as at the end of the financial year concerned;
2 & 3

Depends on the results of the year-end audit by the External Auditors


b) include particulars of:
2 & 3




i)  any material losses through criminal conduct and any irregular expenditure and fruitless and wasteful expenditure that occurred during the financial year;
2 & 3
No



ii) any criminal or disciplinary steps taken as a consequence of such losses or irregular expenditure or fruitless and wasteful expenditure;
2 & 3
No



Iii) any losses recovered or written off;
2 & 3
No
The Senior Manager Forensics Investigations; Manager Recoveries and the Finance Executive (Chief Financial Officer) should submit such a report for inclusion in the annual report.


iv) any financial assistance received from the state and commitments made by the state on its behalf; and
2 & 3
N/A
However, there was no direct financial assistance in 2002/2003.


v) any other matters that may be prescribed; and
2 & 3
No



c) include the financial statements of all subsidiaries.
2 & 3
N/A
The RAF does not have a subsidiary.


3) Was the report and statements submitted to the executive authority for tabling in Parliament or the provincial legislature.
2 & 3
No
There has been delays in the sign-off of the 2001/2002 Annual Report by the office of the Auditor-General.




4) Did the relevant treasury direct that the audited financial statements of a Schedule 3a and 3c entity must be incorporated in those of a department designated by the treasury.
2 & 3
No








56. Assignment of powers and duties by accounting authorities
1) Did the accounting authority:
2 & 3



 
a) delegate in writing any of the powers entrusted or delegated to the accounting authority in terms of this Act, to an official in that public entity; 
2 & 3
See notes
· The RAF Act, 1996, assigns specific powers to the Chief Executive Officer and the RAF Board

· A framework for the delegation of authority to all the relevant levels within the organisation has not been finalised.

 
b) instruct an official in that public entity to perform any of the duties assigned to the accounting authority in terms of this Act.
2 & 3

There is no transparent system/ framework that is in place over the delegation of mandates to settle claims 


 




57. Responsibilities of other officials
Do the relevant officials:
2 & 3



 
a) ensure that the system of financial management and internal control established for that public entity is carried out within the area of responsibility of that official;
2 & 3
No
Delineation of responsibilities is not properly defined.

Executive Management position responsible for the design and implementation of systems in the claims department remains vacant.  This has contributed to the poor internal control environment in the core business of the RAF. 



 
b) ensure the effective, efficient, economical and transparent use of financial and other resources within that official's area of responsibility;


2 & 3
No.
There may be instances where the acquisition and utilisation of resources may not have been transparent.

· Weakness in Procurement systems


c) take effective and appropriate steps to prevent, within that official's area of responsibility, any irregular expenditure and fruitless and wasteful expenditure and any under collection of revenue due;


2 & 3
No.
The effectiveness of steps taken is not always evaluated properly.

There are incidents of:

· Irregular payments (e.g. employee dismissed for fraudulent actions)

· Possibly Fruitless expenditure of (e.g. CHRIMS – healthcare consultants’ contract)  


d) comply with the provisions of this Act to the extent applicable to that official, including any delegations and instructions in terms of section 56; and
2 & 3
No.
A framework for the delegation of authority to all the relevant levels within the organisation has not been finalised.


e) ensure the safeguarding, of the assets and the management of the liabilities within that official's area of responsibility.


2 & 3
No.
Systems to improve the internal control environment and therefore the safeguarding of assets are generally either at development or implementation stage

58. External auditors:
Appointment
1) Are the annual financial statement audited annually by:
2 & 3



 
a) the Auditor-General; or
2 & 3
No.
The Auditor-General has appointed Public Audit Firms to conduct the year end audits.


b) another auditor (provide SAICA membership/practise number)


2 & 3
Yes
· Price Waterhouse Coopers, Pretoria

· MSG Masuku


3) Was the Auditor-General informed of the appointment of another auditor.


2 & 3
N/A
All appointments are made by the Auditor-General’s office.  









59. Discharge of auditors
1) Was an auditor discharged before the expiry of his term of appointment by the executive authority:


2 & 3
N/A
The External Auditors have not been discharged.

The same firms used in the last four financial periods has been retained for the 2002/2003 year-end audit.


a)after consultation with the accounting authority for that public entity; and


2 & 3
N/A



b) with the concurrence of the Auditor-General.


2 & 3
N/A



2) Was the discharged auditor:
2 & 3




a)  given written notice of the intended discharge; and


2 & 3
N/A



b) given the opportunity to make written representations to the executive authority and the Auditor-General within 20 days of receipt of the notice.


2 & 3
N/A



3) Did the Auditor-General report all discharges to Parliament.


2 & 3
N/A








60. Duties and powers of auditors
1) Does the auditor perform his functions in terms of section 20 of the Public Accountants' and Auditors' Act, 1991 (Act No. 80 of 1991).
2 & 3
? 
External auditors


2) Does the auditor, in exercising his powers and performing his duties: 
2 & 3




a) have access at all reasonable times to the accounting records, including all books, vouchers, documents and other property of the public entity;


2 & 3
Yes
Audit Steering Committee meetings were held weekly during the 2001/2002 year-end external audit, to facilitate timeous resolution of any problems during the audit.

The meetings were attended by the:

· Chief Executive Officer

· Chief Financial Officer

· Head:  Internal Audit

· Manager:  Finance

· The external auditors




b) receive co-operation from the accounting authority when requesting information and explanations as are necessary for the purpose of the audit; and


2 & 3
Yes


 
4) Did the auditor:
2 & 3




a) receive notice of every meeting of the audit committee; and
2 & 3
Yes
· The External Auditors are notified and invited to meetings of the Audit Committee.  

· For the financial period 2002 / 2003, a schedule of meetings was prepared and submitted to the External Auditors 


b) attend, and participate in, any meeting of the audit committee.


2 & 3
Yes
However, not in the decision-making process.  Participation is limited to an advisory/ consulting role.







61. Reports of auditor
1) Are the reports of the auditor addressed to the executive authority.
2 & 3
Yes
External auditors 







62. Duties and powers of Auditor-General
1) Did the Auditor-General or another auditor upon instruction from the Auditor-General:
2 & 3
N/A
No audit of this nature has been conducted, at the instruction of the Auditor General.

 
a) investigate or audit the financial statements if the Auditor-General was not appointed as auditor and the Auditor-General considers it to be in the public interest or upon the receipt of a complaint; and
2 & 3
N/A


 
b) recover the cost of the investigation or audit from the entity.
2 & 3
N/A



3) Was the special report promptly tabled in the National Assembly or the relevant provincial legislature by the executive authority.
2 & 3
N/A



 




65. Tabling in legislatures
1) Did the executive authority table in the National Assembly or a provincial legislature:
2 & 3

Department of Transport

 
a) the annual report and financial statements within one month after the audit report was received;
2 & 3



 
b)  the findings of a disciplinary board, and any sanctions imposed by such a board, which heard a case of financial misconduct against an accounting officer or accounting authority in terms of section 81 or 83.
2 & 3




 




66. Restrictions on borrowing, guarantees and other commitments
1) Does or did the entity borrow money or issue guarantees, indemnities or securities, or enter into transactions that bind or may bind that institution or the Revenue Fund to any future financial commitment.
2 & 3




a) were such transactions authorised by this Act;
2 & 3




b) were such transactions authorised by other legislation not in conflict with this Act;
2 & 3




c) were the borrowings within the limits as set out  in terms of  the Borrowing Powers of Provincial Governments Act , 1996 (Act No. 48 of 1996)
3d
N / A
RAF is a 3A public entity


Did the accounting authority for a Schedule 2 entity exercise these powers;
2
N/A
RAF is a 3A public entity


d)  Was the accounting authority of the entity authorised by notice in the national Government Gazette by the Minister to effect these transaction;
3b & 3d
N/A
RAF is a 3A public entity


e) Did the Minister or, in the case of the issue of a guarantee, indemnity or security, the Cabinet member who is the executive authority with the concurrence of the Minister.
3a
N/A
No borrowings

Section 66(5) and Regulation 32
5)i) Was money borrowed for bridging purposes, including a temporary bank overdraft;

ii) Was it repaid within 30 days;

iii) Did it exceed the set limit;

iv) Were foreign borrowings undertaken;

v) Was a request submitted to the Minister in this regard. 
1, 3c   & 3d
N/A
RAF is a 3A public entity

 
6) Were any powers delegated to another person without the prior written consent of the Minister.
1, 2, 3a, 3b & 3d
N/A
No borrowings


a) Does the entity annually submit to the Minister a borrowing programme for the year; and
All who borrow
N/A
No borrowings


b)i) Does or did the entity borrow  money in a foreign currency;

   ii) Is the state the only shareholder.
All who borrow
N/A
No borrowings







77. Audit committees
Does the audit committee:




 
a) consist of at least three persons; 
All
Yes
The Audit Committee membership is currently five persons:

i) Mr V. Twala (board-member)

ii) Mr AD Twine  (board member)

iii) Mr RE Scholtz (board member)

iv) Mr J Lesejane 

v) Mr RK Desai


i)  is one member from outside the public service;
All
Yes
Two of the members have been co-opted to the Audit Committee (i.e. non – Board members).




ii) - is the majority of members in the employ of the entity;

 - was the relevant treasuries approval obtained for the appointment of this majority.
All
No

N/A
However, three of the five members of the Audit Committee are also members of the RAF Board.


iii) is the chairperson in the employ of the department or entity;


All
No
Chairperson, is not an employee of the RAF itself, but is a member of the RAF Board.


b) does the committee meet at least twice a year.
All
Yes
The RAF Audit Committee should meet at least four times a year per the Terms of Reference.  There are therefore four, quarterly meetings that have been scheduled for the period 2003/ 2004.




c) is the committee established for two or more departments or institutions. 
All
N/A








79. Departures from treasury regulations, instructions or conditions
Has National Treasury approved a departure from a treasury regulation or instruction or any condition imposed in terms of this Act.
All
No
No submissions have been made to the National Treasury in this regard.

 





86. Criminal proceedings:
Offences and penalties
1) Has an accounting officer been found guilty of an offence or is there any pending investigation relating to the wilful or gross negligent non-compliance with the provisions of section 38, 39 or 40.
All
N/A


 
2) Has an accounting authority been found guilty of an offence or is there any investigation pending relating to the wilful or gross negligent failure to comply with the provisions of section 50, 51 or 55.

No
Not aware of any investigations pending against the Accounting authority


3) Has any person been found guilty of borrowing money or issuing a guarantee, indemnity or security for or on behalf of a department, public entity or constitutional institution, or for entering into any other contract which purports to bind the entity to any future financial commitment without proper authority to do so.
All
No.
No incident to date upon which steps were taken against any official

 





92. Exemptions
Has The Minister exempted the entity from any sections by notice in the national Government Gazette.
All
No
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