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Civil litigation
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SIU CRITICAL SKILLS AND EXPERTISE
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2. Findings And Outcomes: Parameters Of

The Oversight Enquiry




INTRODUCTION: Smw

SCOPA inquiry

The SIU endeavors to assist the SCOPA inquiry by presenting its preliminary findings into the affairs of the
RAF. These findings also cover matters that fall within the purview of the SCOPA inquiry. However, there are
instances where certain aspects or subtopics within SCOPA's Terms of Reference (ToR) fall outside the scope of
the SIU’s proclamation. In such cases, the SIU will report any relevant observations, if available, or indicate

where the matter falls outside its mandate and no observations were made.
SCOPA REFERRALS

Where the presentation indicates that matters are not in scope of the proclamation. SCOPA inquiry can make

referrals to SIU to consider and process for proclamation to investigate those matters.

11
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GOVERNANCE FAILURES AT THE RAF SIU.

IIIIIIIIIIIIIIIIIIIIIIIII

= The investigation identified systemic governance deficiencies at the Road Accident Fund (RAF), which
contributed significantly to maladministration, financial instability, and operational inefficiencies. These

failures reflect a breakdown in both strategic leadership and corporate governance structures.

« The governance failures created an enabling environment for maladministration, weak internal controls,
and escalating financial risk. These systemic deficiencies compromised the Fund's ability to deliver
effectively on its mandate to compensate road accident victims.

» The specific finding and outcomes of the investigations on the governance failure will be discussed below

in reference to some of the matters investigated.

13
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PRELIMINARY FINDINGS: GOVERNANCE FAILURES AT THE RAF Siu.
Foregoing of the Panel of attorney

= The decision not to proceed with contracting the panel of attorneys was not approved by the Board, save

to say the Board approved a strategy wherein the RAF had to reduce its administration costs, including the
legal costs.

= There was no plan adopted to replace the panel of attorneys, even though the former RAF CEO contends
that the RAF employed practitioners and seconded them to the State Attorney to represent the RAF,
seemingly as mere ex post facto afterthought.

= The RAF management acted irrational by presenting a report to the board seeking to forego the panel of
attorneys without any plan in place. The Board as the Accounting Authority acted irrational by approving a

strategy of foregoing the panel of attorneys without any corresponding plan to deal with work entrusted to
the panel of Attorneys (including the handover processes).

= The rationale for such decision is flawed in both administration and in law.

14



PRELIMINARY FINDINGS: GOVERNANCE FAILURES AT THE RAF SIU.

IIIIIIIIIIIIIIIIIIIIIIIII

Corporate Panel of attorney (National Treasury Regulations 16A6.6)

= GEPF had 19 Law firms contracted with it, however, the GEPF only sent fourteen (14) service providers/ Law
firms emails informing them that RAF is requesting to utilise their services for the corporate panel and
seeking their consent in writing.

= RAF entered into an agreement with service providers between May and June 2020 for 10 months with 13
law firms.

= The contract was extended four times and only approved once for a period of 6 months by the RAF Board.
The other extensions were not approved by the RAF Board

= Payments made in terms of the contract totaling R 26.6 million exceeded the delegation of the RAF
Accounting Officer. Furthermore, the expended amount is above the total contract price of R10 million per
annum.

= The ratification of both entering the contract and exceeding the delegated amount including extension was
done a year later in August 2021. The RAF Board through its Chairperson approved the ratification and
extension of the contract for 6 months. In the interviews held with the officials, the ratification was for their
15 internal process (in a case of audit) not to ratify the procurement process.



PRELIMINARY FINDINGS: GOVERNANCE FAILURES AT THE RAF SIU.

IIIIIIIIIIIIIIIIIIIIIIIII

Corporate Panel of attorney (National Treasury Regulations 16A6.6)

= The SIU conducted financial analysis including bank statements of the attorneys appointed in the RAF
corporate panel of attorneys and the preliminary findings suggests that family members and/or associates
linked to a RAF executive were paid monies by one of the law firms appointed in the RAF corporate panel
of attorneys. In addition, the same law firm is providing personal legal services to the RAF Executive.

= Amongst the service providers appointed by the RAF there was no fair rotation or allocation of work as one
service provider was allocated almost 90% of the work as opposed to other service providers.

= Some law firms appointed in terms of corporate panel of attorneys conducted claims related matters
whereas the mandate of the panel was not related to claims.

= The approval to invoke National Treasury Regulations 16A6.6, as well as the subsequent contract extensions
and related payments, were undertaken by the office of the then CEO. These actions exceeded his
delegated authority and was ratified by the Board after the fact.

16
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PRELIMINARY FINDINGS: GOVERNANCE FAILURES AT THE RAF Smw

The Johannesburg Regional Office Building

= The erstwhile CEO of RAF interfered in the procurement process in that he authorised the reevaluating the

already evaluated bid by the BEC and BAC outside the normal procurement processes. The RAF SCM policy
does not have a provision for that process

= The assigned RAF official failed to produce a due diligence report of her tender documents-review relating
to her findings that led to the cancellation of the tender process.

« Based on the National Treasury Code of Conduct for Bid Adjudication Committee Code, the RAF CEO does

not have the powers to cancel any Tender but rather to refer and/or defer to the BAC and to BEC for
reconsideration.

« The RAF contravened the PPPFA regulation 13 (2) by failing to publish the cancellation of Tender
RAF00010/2019 on the E-Tender or the same manner it was advertised hen CEO. These actions exceeded
his delegated authority and was ratified by the Board after the fact.

« Fundamentally, the conduct of the RAF CEQ, together with that of senior official, effectively overrides the

. decision of the BEC, in a manner that contravenes established legal and regulatory frameworks.



OUTCOMES: GOVERNANCE FAILURES AT THE RAF SIU.
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Following the conclusion of its investigation into the Panel of Attorneys, the SIU issued a right of reply to
the persons of interest it intends to make adverse findings against. Among these individuals are Executives
and former Board Members of the RAF.

The SIU is finalizing the evidence packs for the disciplinary referrals, which will be submitted to the relevant
RAF authorities.

The matter between the SIU and the former RAF CEO, concerning the opportunity for him to respond to
issues arising during his tenure, is sub judice. Accordingly, no adverse findings have been made against the
former CEO, pending the finalisation of that process.

Similarly, the former Board will be afforded an opportunity to provide their rationale for the decision made,
endorsements and approving the ratification, as well as for their failure to implement consequence
management.



OUTCOMES: GOVERNANCE FAILURES AT THERAF 2149,

Following the conclusion of its investigation into the Johannesburg Office Building, the SIU issued a right of
reply to the persons of interest it intends to make adverse findings against. Among these individuals are

executives of the RAF.
The SIU is finalizing the evidence packs for the disciplinary referrals, which will be submitted to the relevant

RAF authorities.
As reflected above the former RAF CEQ, is still to respond to issues identified or established by the

investigation.

19
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OBSERVATIONS: RECRUITMENT, VETTING, AND APPOINTMENT
PROCESSES FOR SENIOR OFFICIALS SMJJJ

While the recruitment, vetting, and appointment processes do not fall within the scope of the SIU
proclamation, the SIU has nonetheless made certain observations relating to these areas.

= The SIU received allegations that the RAF appointed some RAF Executives without following the due
employment processes and without vetting the Executives. Amongst the appointed Executives, there are
Executive/s who are alleged to have absconded whilst facing 12-counts of serious financial misconduct at
the City of Johannesburg Metropolitan Municipality, which includes regiments accounts.

There are further allegations against Executive/s and Managers who were previously working with the RAF
CEO and that their employment at the RAF did not follow the due employment processes.

= The RAF employee vetting process is either poor and/or not properly conducted.

= The instability brought about by the then RAF CEO insofar same relates to his organisational adaptations
and/or changes led to section 89 read with section 189 and 189A of the Labour Relations Act issues which
affected the SIU’s investigations due to some of the suspended employees including the current RAF

employees being intimidated and/or scared to cooperate with the SIU investigation due to fear of

50 victimisation.
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SUMMARY OF GOVERNANCE FAILURES AT THE RAF
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Overall observation of governance failure at RAF included the following: Smw

Board Oversight Weaknesses

« The Board did not adequately exercise its fiduciary duties of care, skill, and diligence.
 Critical decisions, including those with significant financial implications, were approved without robust
interrogation of risks, compliance requirements, or long-term sustainability.

» Evidence suggests a tendency towards rubber-stamping management proposals, with limited accountability

enforced.
Ineffective Governance Structures

« Governance committees, including the Audit and Risk Committees, were either dysfunctional or lacked the
independence and capacity to provide effective oversight.

» Reporting lines were weak, resulting in inadequate escalation of audit findings, risk assessments, and control
failures to the Board.

Finally, the governance failures at the RAF created an enabling environment for maladministration, weak internal
controls, and escalating financial risk. These systemic deficiencies compromised the Fund's ability to deliver
effectively on its mandate to compensate road accident victims.

21
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PRELIMINARY FINDINGS: COMPLIANCE WITH THE PUBLIC FINANCE MANAGEMENT ACT,
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1999 (‘PFMA’) AND RELATED FINANCIAL PRESCRIPTS (including allegations of irregular,

fruitless, and wasteful expenditure)
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The impact of forgoing the use of panel of attorneys and lack of representation cause an increase in default
judgements. The total amount of default judgements issued against RAF for cost and fees from 2018 until 2nd
quarter of 2023 amounts to R4 780 244 641.47, thus cumulatively. The actions of RAF contravenes Section 51 of
the PFMA in that the Accounting Authority failed to prevent Irregular, Fruitless and Wasteful expenditure.

Amongst these default judgement lies claims which may have not warranted substantial settlement if defended.

Payments made in terms of the corporate panel of attorneys' contract totaling R 26.6 million exceeded the
delegation of the RAF Accounting Officer. Furthermore, the expended amount is above the total contract price of
R10 million per annum.

An estimated total amount of R 141 802 489,06 was an irregular payment since there were no approval of the Board
nor the Special Operations and Information Technology Committee (Committee of the Board) for the contract
and/or extension thereof when appointing Corporate Panel of Attorneys.

The amount of R66,104,961.97 paid to date for the Johannesburg Regional Office building arises from a flawed
procurement process, and may constitute irregular expenditure.

The SIU found that the awarding of the claim backlog tender (Siyenza), valued at R713 million with an actual spend
of R317 million, was irregular due to non-compliance with Section 217 of the Constitution, the Public Finance
Management Act (PFMA), and the Preferential Procurement Regulations.
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The sale and lease-back arrangement (fleet tender), valued at R5,205,010.00 for the transfer of 56 RAF-owned
vehicles, was found to be irregular and in contravention Section 217 of the Constitution and Section 51(1)(a)(iii) of ) of
the PFMA.

The cleaning contract for four (4) RAF offices for a period of from 03 April 2017 until 02 April 2022 for an amount
R12,117,260.80. There was a 6% escalation on original bid amount of R12,117,260.80, that resulted in a contract
increasing from R12 117 260.80 to R 13 571 345.51,

Following the expiry of the original 5-year contract (valued at R 13,571 345.51 after variation), the RAF awarded
additional contracts to the service provider totaling R1 911 241.87 (VAT inclusive). These were not subjected to open
competitive bidding, despite National Treasury Instruction No. 2 of 2021/22 requiring open tender for procurements
exceeding R1,000,000.

The absence of documentation confirming adherence to this requirement, combined with fragmented and overlapping
short-term contracts, may suggest serious non-compliance. This may undermine key principles of fairness, transparency,
and cost-effectiveness under Section 217 of the Constitution and Section 51(1)(a)(iii) of the PFMA.



ST
\‘\\]E ’G,q

Q&Y
NS>

PRELIMINARY FINDINGS: Compliance with the Public Finance Management Act, 1999
(‘PFMA’) and related financial prescripts (including allegations of irregular, fruitless,
and wasteful expenditure) SIU

SPECIq,

« The RAF procured SAP Human Capital performance management Licenses which the RAF is not using. R 1
811 764,00 thus amounting to Fruitless and Wasteful expenditure.

* Duplicate payments: At least 102 law firms (which includes the Sheriffs) received duplicate payments from RAF
of approximately R 340 060 277, 97 as a result of RAF poor record management and failure to conduct periodic
bank reconciliation by RAF.

* Blocked payments: The SIU previously reported on the blocked payments to the value of R 482 097 602. 42 for
Attorneys due for payment by reason of the RAF internal investigation.

» In relation to the above amount the SIU noted that the matters marked by the RAF treasury as blocked due to
the RAF internal investigation were incorrect.

» There are instances where, a law firm would be investigated by the RAF for bill of cost and RAF treasury would
block all matters related to that law firm, thus prejudicing the claimants.

» These blocked amounts are accumulating interest which RAF will be liable for, and this may have implications
on the financial statements

25
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PRELIMINARY FINDINGS: Compliance with the Public Finance Management Act, 1999

(‘PFMA’) and related financial prescripts (including allegations of irregular, fruitless,
and wasteful expenditure)

In relation to the above amount the SIU noted that the matters marked by the RAF treasury as blocked due to
the RAF internal investigation were incorrect.

There are instances where, a law firm would be investigated by the RAF for bill of cost and RAF treasury would
block all matters related to that law firm, thus prejudicing the claimants.

The block payment approach presents a misleading picture of liquidity within the RAF, whereas the interest

accrued on such payments serves to increase the Fund'’s overall financial liabilities and may result in Fruitless
and Wasteful expenditure.
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OUTCOMES: Compliance with the Public Finance Management Act, 1999 (‘PFMA’) and
related financial prescripts (including allegations of irregular, fruitless, and wasteful
expenditure)

27

Following the conclusion of its investigation, the SIU issued a right of reply to the persons of interest it intends to make
adverse findings against. Among these individuals are executives of the RAF.

The SIU is finalizing the evidence packs for the disciplinary referrals, which will be submitted to the relevant RAF
authorities.

The SIU has also made criminal referrals where there is evidence of criminality. The SIU meets with the NPA from time to
time, and the NPA has indicated that they are pursuing these referrals.

The SIU also referred evidence of misconduct against certain legal firms to the Legal Practice Council.

The SIU met with the new Board to appraise them of its processes and the related referrals, with a view to ensuring
effective consequence management.

The SIU submitted systemic recommendations to the RAF Acting CEO, outlining its observations, identifying weaknesses
in RAF's internal controls, and proposing measures to strengthen those controls.
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FINDINGS:

Failure to comply with accounting standards as directed by the AG and the non-

disclosure of liabilities including the accuracy of accounting entries to properly reflect S
such liabilities .

STRIKING AGAINST CORRUPTION

While the above processes do not fall within the scope of the SIU proclamation, the SIU has nonetheless made certain
observations relating to these areas in that:

The Auditor-General (AGSA) was challenged in a court battle post a finding by the North Gauteng High Court- challenging
January 2022 in the A-G's favour — which appeal was dropped by the RAF — challenging the A-G's audit process which
highlighted that RAF was understating its liability by 90% or R300-billion by insisting to use its own accounting standards
instead of the International Financial Reporting Standards (IFRS) 4. The RAF was instructed by both the A-G and the NT to

return to the IFRS. Vid. Corruption Watch dated 01 June 2023 and RAF v A-G and Others, Case No: 1452/2022, High Court
Pretoria, Full Bench.

= The RAF was confronted by the PMG/SCOPA for the non-tabling of its annual report 2021/2022 financial year. Vid. SCOPA
dated 06 February 2024. The AGSA reported the audit outcome of RAF as: “Stagnation” regarding the financial years of
2020/21; 2021/22 and 2022/23 with disclaimed and/or adverse outcome findings respectively.

= The most troubling observations reported by the AGSA were:

Failure by RAF to comply with section 51(1)(b) of the PFMA 1/1999;
A deficit of R8.4billion for 2022/23;

Total deficit of R23.8billion i.e. assets exceeded by liabilities;
Root causes: lack of oversight regarding financial reporting and compliance and ineffective preventative controls;

ANENANRN
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FINDINGS:
Failure to comply with accounting standards as directed by the AG and the non-
disclosure of liabilities including the accuracy of accounting entries to properly reflect

such liabilities SIU.

STRIKING AGAINST CORRUPTION

= |nappropriate use of International Public Sector Accounting Standards (IPSAS 42 i.e. social benefits expenditure reporting)
and slow or no response by management in implementing previous audit findings;

= Failure to achieve 20% reduction of 3-year-old claims;

= Material misstatements i.e. due to the use of IPSAS 42 supra in the annual performance report for 2022/23 audit and
for failure by RAF to implement the advice received from ASB that is, to rather use International Financial Reporting
Standards (IFRS 4);

= The deleterious effect of litigation embarked upon by RAF — contrary to section 41(1)(h)(vi) of the Constitution of = RSA -
against the AGSA compounded by adverse costs orders against the RAF in favour of the AGSA. The appeal process has not
yet been exhausted to date hereof. See SCOPA briefing by AGSA dated 18 September 2024.

= Premised upon the foregoing result, a delinquency order was sought against the CEO/RAF in the matter of Ncobeni and
Others in the High Court, Johannesburg, Case No: 2024-044796.

= Attached to the Motion was the judgment of the Full Bench dated 24 January 2023 ordering the CEO/RAF to bring the
judgment to the attention of the relevant Minister: Hlathswayo v RAF Case No: 3242/2019, Mpumalanga High Court.
Matter seemingly pending.

RAF recorded a deficit of R8,43-billion during its 2022/2023 financial year. Vid. Source: CEO Messr Letsoalo, Moneyweb

30 Report dated 23 September 2023.
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FINDINGS:
The RAF’s cash flow management including allegations of deliberately

failing to make payments of claims, as due, in contravention of the law
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«  While the above processes do not fall within the scope of the SIU proclamation, the SIU has nonetheless made

certain observations relating to these areas.

Despite the establishment of a special Court Roll for RAF default judgments on 26 April 2023, by the DJP
Sutherland for the Gauteng Division, Johannesburg, it is reported that the RAF-cases have crippled the Court
Roll with trial dates being allocated for October 2029, and the JP Mlambo remarking that hundreds of RAF
summonses go unanswered (sic). Adding to the dilemma, is the fact that RAF paid R240m in legal fees just for

cases in the Pretoria High Court, whilst the two Gauteng High Court deal with 45% of all cases countrywide.

Vid. Daily Maverick dated 05 September 2024.

« The SIU established as part of its current and ongoing investigation, for the period covering 2018 to 2023, the
default judgments had ballooned despite the CEO/RAF claim that the primary purpose for terminating the

. panel of attorneys was to curb legal costs and cut expenses.
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The RAF’s cash flow management including allegations of deliberately
failing to make payments of claims, as due, in contravention of the law
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SIU noted that the matters marked by the RAF treasury as “blocked: due to the RAF internal investigation” as
incorrect.

Instances have been reported to the SIU where law firms would be investigated by the RAF for a bill of cost-

dispute whereafter RAF treasury would block all matters related to these law firms, thus prejudicing the
claimants.

These blocked amounts are accumulating compound interest for which RAF will be liable.

There are claims that have been on the Requested and Not Yet Paid (RNYP-list) for more than 300-days
remaining unpaid, whereas the are other matters that would be paid after 120-days. The control and

management of the RNYP-list remains a challenge and creates room for manipulation and/or arbitrariness.
33



FINDINGS:
The RAF’s cash flow management including allegations of deliberately

failing to make payments of claims, as due, in contravention of the law

» The lack of control and management of the RNYP has in some instances led to attorneys approaching the

courts for writs being served on the RAF resulting in attachment of RAF furniture and/or its bank account.

« In some instances, the SIU was called upon to intervene and avoid the attachment of RAF assets, but these

instances related to the list of duplicate payments being investigated by the SIU.

« The RAF has changed its bank accounts to avoid attachment, but this strategy is not sustainable and creates risk

regarding the money flows of the RAF.

« The lack of at least regular bank reconciliation by the RAF is a major risk and creates opportunities for

manipulation of funds. This averment is buttressed by the phenomenon of duplicate payments made.

» The lack of bank reconciliation caused the RAF to leave substantial amounts with major banks unaccounted for.
34
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FINDINGS:

The RAF’s cash flow management including allegations of deliberately
failing to make payments of claims, as due, in contravention of the law Smw
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« The RAF invest funds in alternative accounts with the apparent intention of shielding these funds from legal
attachments. However, these accounts are not subject to proper internal controls, and the interest earned on

these funds is also not adequately monitored or recorded.

« This lack of oversight creates opportunities for financial manipulation and misstatement of the RAF's true cash

flow and liquidity position.

» Such practices may amount to financial misrepresentation and could be viewed as attempts to circumvent
financial accountability and transparency. Furthermore, the absence of proper governance over these
transactions undermines the integrity of the RAF's financial management and may have broader implications

for audit compliance and public trust.

35
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FINDINGS:
The RAF’s failure to fully disclose cash earned; the management of its
SMUSA

cash equivalents; and the specifics of its investments and the amounts

invested
 The SIU has observed that:

The RAF may not have fully disclosed the cash it has earned, the management of its cash equivalents, and the

details of its investments, including the amounts invested, a matter of deep concern.

Such nondisclosure undermines the integrity of the RAF’s financial reporting and obstructs effective oversight

by relevant authorities and stakeholders. It raises serious concerns about potential mismanagement and

deliberate obfuscation of the RAF’s true financial position.

This lack of transparency not only erodes accountability but also creates opportunities for financial

irregularities, misrepresentation of liquidity, and, ultimately, a breakdown in public trust.

37
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invested

Although this matter directly impact on the payments made to the service providers and payments made to the

claimants or claimants’ agent, the investment in its purest form, falls outside of the SIU Mandate.

38



Procurement and
Supply Chain Management

SIU.

STRIKING AGAINST CORRUPTION




FINDINGS:
Alleged procurement irregularities and non-compliance with supply
chain policies SIU.

IIIIIIIIIIIIIIIIIIIIIIIII

The SIU has been mandated to investigate 6 procurement contracts

» Panel of Attorneys — Acid test is on the rationale of the decision taken by RAF to do away with panel of attorney.
» Expenditure on Siyenza: R 313,201,152.98

« Office Building Contract : R 17 000 000 (PA for 5 years)

* Fleet Contract: R53 166 89.

* Cleaning & Security Contracts : R12 117 260.80

« SAP Contract: R 1,811,764,00

40
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Alleged procurement irregularities and non-compliance with supply
chain policies SIU.

Johannesburg office

41

Failure to obtain deviation approval from National Treasury prior to the procurement process.

The RAF SCM policy does not have a provision for the process that was followed by the RAF Executive in reevaluating
the already evaluated bid by the BEC and BAC. She failed to produce a due diligence report of her tender documents-
review relating to her findings that led to advising the BEC and SCM to consider cancelling.

Based on the National Treasury Code of Conduct for Bid Adjudication Committee Code, the RAF CEO does not have the
powers to cancel any Tender but rather to refer and/or defer to the BAC and to BEC for reconsideration.

The RAF contravened the PPPFA regulation 13 (2) by failing to publish the cancellation of Tender RAF00010/2019 on the
E-Tender or the same manner it was advertised.

In terms of the RAF SCM Policy paragraph 7.3.3.8 stipulates circumstances for exceptions to normal sourcing procedures.
The RAF contravened its own internal SCP-policy by failing to prove any of the circumstances listed in the policy of why
they should follow the deviation process. The RAF failed to specify in their cancellation memo and to the National
Treasury under which circumstances are they deviating.

The SIU is in the process of preparing litigation related documents for an application before the Special Tribunal to
declare the procurement process followed and the subsequent appointment of the service provider by the RAF invalid.
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OUTCOMES:
Alleged procurement irregularities and non-compliance with supply
SMMSA

chain policies

Expenditure on Siyenza
The SIU found the award to be irregular due to non-compliance with Section 217 of the Constitution, section 51(1)(a)(iii) of

the PFMA and section 6(1) and 6(2) of the Preferential Procurement Regulations 2011.

The SIU is in the process of preparing litigation related documents for an application before the Special Tribunal to declare

the procurement process followed and subsequent appointment of the service providers by the RAF invalid.
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Corporate Panel of Attorneys

RAF entered into an agreement to participate in a contract of GEPF without following the due processes of the RAF and
diverted from implementing the use of NT16A6.6 and Section 217 of the Constitution.

According to the RAF Supply Chain Management delegation of authority dated 10 February 2017, the RAF is obliged in
terms of Section 217 of the Constitution of South Africa to procure goods, services and works in a fair, equitable,
transparent, competitive and cost-effective manner and section 51(1)(b)(ii) of the PFMA requires that the Accounting

Authority take effective and appropriate steps to avoid fruitless and wasteful expenditure, irreqular expenditure and
expenditure not complying with the policies and procedures of the public entity.

The SIU is in the process of preparing litigation related documents for an application before the Special Tribunal to

declare the procurement process followed and the subsequent appointment of the service providers by the RAF invalid.
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Security Services Contracts

In Mphosha Security Services, the original five-year contract valued at R13.3 million escalated by 41.56% to R18.9 million.
The evaluation process reflected serious inconsistencies, with bidders awarded full scores despite missing CVs and

inadequate experience, raising concerns over the integrity of the adjudication process. This is inconsistent with Section
217 of the constitution.

Regarding Mjayeli Security Services, a R5.18 million contract for guarding and armed response services was awarded.
The irregularities included the concurrent operation of overlapping contracts, retroactive signing of the Service Level

Agreement, and contract escalations that ultimately increased the value to R9.6 million, in contravention of the PFMA
and the Section 217 of the Constitution.

The SIU is in the process of preparing litigation related documents for an application before the Special Tribunal to

declare the procurement process followed and the subsequent appointment of the service provider by the RAF invalid.
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FINDINGS:
Payments to service providers and adherence to contractual and

legislative requirements

Fleet contract
The RAF is owed R5 205 010.00 by a Fleet service provider which relates to 50 vehicles which the ownership was

transferred from the RAF to the service provider without any payments being made for the respective transfer of ownership.

The vehicles are currently in possession of the said service provider.
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Duplicate claims and payments to attorneys, claimants, sheriffs, and
other stakeholders resulting in losses SIU.

46

The investigation focuses on the losses incurred by the State caused by duplicate payments made to several firms of

Attorneys as at 01 March 2021, which also includes unlawful acts of appropriation.

These duplicate payments were allegedly effected by the Sheriffs who executed upon writs of execution and received

funds on behalf of the instructing attorney.

The RAF has a payment system which dictates that when a claim offer is accepted whether by settlement or by a way of a
court order, such claim will await 180-days before it is paid. As a result, the Attorneys would then attach the RAF bank
account by the way of writs of execution served by the sheriff, causing the RAF bank to effect payment in terms of the

writs upon the 180-days lapsing, the same claim would be paid again, thus constituting duplicate payment.



6\»

INn®

0 U TC 0 M E S : \‘\\125"64

Duplicate claims and payments to attorneys, claimants, sheriffs, and
other stakeholders resulting in losses SIU.

SPEC/4 7

47

The SIU is investigated 102 law firms (which includes the Sheriffs) who received duplicate payments from RAF of
approximately R 340 060 277, 97.

When approached with evidence, several legal practitioners have opted to cooperate with the SIU investigation in

defrayal of their indebtedness by signing acknowledgments of debt (AOD). From the approximate amount of R 340 060
277, 97, the RAF and SIU have managed to recover some of the funds.

To date, the SIU has signed AoDs to the value of R 70 951 378.08 with actual cash recoveries to date amounting to R 42
580 580.32 (Previously reported as R 41 578 297. 77)

The SIU investigation revealed that the total amount of R 276 092 191.76 was paid directly to RAF by the legal

practitioners. The SIU is investigating whether in such instances there were possible misappropriation of trust funds.
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FINDINGS:
The RAF’s litigation costs between 1 April 2020 and 31 March 2025 including wasted costs 2>
due to inadequate litigation management or unjustified litigation SIU.

IIIIIIIIIIIIIIIIIIIIIIIII

Although the SIU investigation has identified some area of possible excessive litigation, the investigation into

litigation cost is not covered by the Proclamation. i.e.

1. The costs on corporate legal services appears to be excessive (R266 Million on corporate panel of

Attorneys)
2. Possible excessive litigation relating to the AGSA audit methodology;

In general, the excessive costs associated with corporate legal services reflect weaknesses in governance,
financial discipline, and procurement controls. They further illustrate the lack of effective oversight by both

management and the Board.
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Allegations of fraudulent claims and misconduct by internal and external ==
parties

S m MSA
STRIKING AGAINST CORRUPTION

The SIU investigation in respect of claims is ongoing and all fraudulent activities will be referred to the NPA for

investigation. All forms of misconduct by internal parties will be reported to the RAF for consequence management.

All external parties will be referred to the relevant authorities for possible action.

(i.e. referral to the LPC for legal practitioners who the investigation has establish noncompliance/unethical or negative
findings against).
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FINDINGS: m
The failure to implement ‘Project Bokamoso’' — the Integrated Claims

Management System resulting in duplicate payments and subsequent

IIIIIIIIIIIIIIIIIIIIIIIII

losses

Although the SIU investigation covered the duplicate payments as reported. Project Bokamoso was not

covered by the investigation.
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FINDINGS:
The status of filling critical vacancies Smw

As reflected above recruitment was not part of the investigation and the SIU only reported on this as an observation.
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BACKGROUND TO RAF INVESTIGATION SIU
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In terms of the RAF Act, the object of the RAF is to pay compensation in accordance with this Act, for loss

or damage wrongfully caused by the driving of motor vehicle.
The RAF is funded by way of a fuel levy in respect of all fuel sold in South Africa.

This investigation ensued based on the affidavit dated 5 May 2021 provided by the RAF Senior Manager,
Forensic as well as the letter dated 5 March 2020 from the RAF to the Legal Practice Council ("LPC")

Amongst other matter contained in the said affidavit was the issue of the duplicate payments and as well as

the matter/s relating to tender irreqgularities.

Prior to the issuance and subsequent publication of Proclamation R44 of 2021, there were allegations
referred to the SIU which upon evaluation were found to be within the mandate and accordingly

investigated.



MANDATE: Proclamation No. R44 of 2021

The Proclamation R44 must be read with the Schedule thereto. The Schedule provides for the investigation of the

following matters:
1. Serious maladministration in the affairs of the RAF in respect of -

a) Compensation payments made by the RAF to claimants and claimant’s agent; and
b) Payments made by the RAF to service providers, in a manner that was -

I) Contrary to applicable -

aa) legislation;
bb) manuals, guidelines, practice notes or instructions issued by National Treasury; or

cc) manuals, policies, procedure, prescripts, instructions or practices of, or applicable to the RAF; or

i) In a fraudulent or corrupt manner;
And any other related losses or irregular or fruitless and wasteful expenditure incurred by the RAF or the state

result thereof.
2. Anyirregular, improper or unlawful conduct by -
a) officials or employee of the RAF; or

o D) any other person or entity,
in relation to the allegations set out in paragraph 1 of this Schedule.
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LETTER OF ENGAGEMENT

« The SIU previously used the Service Level Agreement (SLA). The court ruled that entering into an SLA
with the Institution being investigated, compromise the independence of SIU. The SIU therefore, changed
from the SLA and adopted the LoE process.

« The SIU investigations outcomes are communicated to the Accounting Officers/ Accounting Authorities
through the Letter of Engagement (LoE).

» The purpose of the LoE, is in the main to inform the management on the approach that will be followed
by the SIU to investigate the allegations, as set out in the Proclamation and provide the management
with an indication of the cost estimate and resources in respect of the said investigation.

» The LoE is not part of the investigation methodology.

 The LoE is singed by the SIU and sent to the Accounting Officers/ Accounting Authorities for
acknowledgement of receipt.

* The LoE indicates the nodal person.

« QOur investigations are therefore independent.



SIU INVESTIGATION METHODOLOGY

Right of Reply (audi alteram partem rule)

61

Upon conclusion of its investigation and in all circumstances, the SIU afford any person affected by its
adverse finding/s a right of reply.

A right of reply is part of the investigation process whereupon the affected person is afforded an
opportunity to address the SIU on its preliminary finding against such an individual. As part of the
investigation process the SIU, will in all circumstances afford a person of interest (POI) with the right of reply
in respect of the finding to be made against him/her.

The response received from the person is viewed in a serious light as it is instrumental for the SIU
conclusive findings.

In the RAF investigation the SIU noted with concern a directive issued by the RAF to its employees in
respect of the right of reply wherein, employees were directed to forward the SIU right of reply to the RAF
Management such that responses to the SIU are well coordinated. The Directive is thus viewed by the SIU to
have direct compromise to the investigation and may amount to interference.

A written correspondence have been sent to the former RAF CEO in this regard.
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Non-cooperation with the investigation by RAF nodal person

The investigation team has experienced several delays and non-cooperation from the RAF in that:

« The information requested, is provided mostly out of the period stipulated in the requests issued in terms of
section 5(2)(a) of the SIU Act.

« Some of the requests to date, have not been responded by the RAF.

« There were instance where the SIU had to resort into opening a criminal case against the RAF executive for
failure to adhere to a lawful subpoena issued by the SIU in terms of the SIU Act.

« The above non-cooperation with the SIU investigation causes delays in finalizing the investigation.
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FOCUS AREAS




IDENTIFIED FOCUS AREAS

* Procurement and tender irregularities (Fruitless and wasteful expenditure);

* Duplicate claims and payments made to Attorneys, Claimants and Sheriffs and change of mandates;
« Payments made to Service Providers in terms of RAF Act and/or Contract;

* Invoices submitted to RAF (including bills of cost); and

* Fraudulent Claims.

64
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CONTRACTS UNDER INVESTIGATION AND WITH POSSIBLE REFERRAL TO THE SPECIAL TRIBUNAL (ST) FOR '&=6&

POSSIBLE CANCELATION
SIU

IIIIIIIIIIIIIIIIIIIIIIIII

66

Panel of Attorneys — Acid test is on the rationale of the decision taken by RAF to do away with panel of
attorney. Investigation is complete — Investigation is complete, and the team is finalising referral to Civil
Litigation

Expenditure on Siyenza: R 313,201,152.98 — Investigation is complete, and evidence being reviewed by SIU
Civil Litigation lawyer for referral to the SIU Special Tribunal.

Office Building contract : R 17 000 000 (PA for 5 years) — The investigation is complete — finalising referral
to Civil Litigation

Fleet contract: R53 166 897 — The investigation is complete - finalising referral to Civil Litigation.

Cleaning contract: R12 117 260.80 — The investigation is complete — finalising referral to Civil Litigation

SAP contract: R 1,811,764,00 — The investigation is complete — finalising referral to Civil Litigation

Office Furniture contract: R 40 000 000 — The investigation is complete (cost benefit analysis).



PROCUREMENT AND TENDER IRREGULARITIES (FRUITLESS AND WASTEFUL EXPENDITURE)

Panel of Attorneys
It is alleged that RAF cancelled the panel of attorneys without a back-up plan in place to service the claims

Allegations

Preliminary
Finding/
Observations

67

RAF had a panel of attorneys that represented it in court involving claim disputes. When the contract was
coming to an end, a six(6) months extension was requested citing that the reasons for the extension was
that the RAF was still busy with evaluating the tender and it was taking longer to finalize. Contract with the
panel ended in May 2020.

The tender under evaluation was subsequently cancelled, and the RAF had since foregone the use of the
panel of attorneys and at the time this occurred, the RAF had no back-up plan in place as to who will be
representing the RAF in court.

The RAF then decided to use the services of the State Attorneys, however the process to get the State
Attorneys appearance in court took longer and at this time RAF had no representation in courts for at least
a period of 12 months.

The MoA between RAF and Solicitor General was unsigned.



PROCUREMENT AND TENDER IRREGULARITIES (FRUITLESS AND WASTEFUL EXPENDITURE)

Panel of Attorneys
Allegations « Itis alleged that RAF cancelled the panel of attorneys without a back-up plan in place to service the claims

Preliminary « The first batch of 62 State Attorneys were appointed in September 2020 (without right of appearance from
Finding/ State Attorney)
Observations

« It took six (6) months (12 months delay) for the State Attorneys to have right of appearance in the courts.

« The SIU interviewed the RAF former Board members including the former RAF CEO to establish the rationale
of foregoing the use of panel of attorneys.

« The SIU in establishing the rationale of the decision was to compute the financial impact arising from the
decision.

« The decision to not proceed with contracting the panel of attorneys was not approved by the Board, save to
say the Board approved a strategy wherein the RAF had to reduce its administration costs, including the
legal costs.

» There was no plan adopted to replace the panel of attorneys, even though the former RAF CEO contends
that the RAF employed practitioners and seconded them to the State Attorney to represent the RAF,
seemingly as mere ex post facto afterthought.
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Panel of Attorneys

Allegations

Preliminary
Finding/
Observations

69

It is alleged that RAF cancelled the panel of attorneys without a back-up plan in place to service the claims

SIU noted that there has been an increase in default judgements issued against RAF since the termination of
the panel of attorneys. This resulted in the RAF incurring unnecessary expenditure on legal costs and paying
more than they should on the claims.

The impact of forgoing the use of panel of attorneys and lack of representation cause an increase in default
judgements. The total amount of default judgements issued against RAF for cost and fees from 2018 until 2nd
quarter of 2023 amounts to R4 780 244 641.47. Thus, cumulatively.

Amongst these default judgement lies claims which may have not warranted substantial settlement if
defended.

The impact is further illustrated in the matter where a claimant was awarded a default court order amounting
to R 11 171 022.00 which RAF failed to honour on time and led to this amount accumulating interest worth
approximately R500 000.00 which was paid out on 24 January 2023 in respect of the claimant.
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SIU.

Allegations It is alleged that RAF cancelled the panel of attorneys without a back-up plan in place to service the claims

Panel of Attorneys

Preliminary ¢ The RAF management acted irrational by presenting a report to the board seeking to cancel or doing away

Finding/ with the panel of attorneys without any plan in place. The Board acted irrational by approval of the strategy of
Observations or doing away with the panel of attorneys without any plan in place.

« The rationale for such decision is flawed in both administration and in law.

The SIU is preparing the necessary evidence packs for referrals relating to disciplinary/administrative

action/civil litigation against all members responsible for causing loss, damages and/or contraventions of the
relevant law.
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Panels of Attorneys

Allegations

Preliminary
Finding/
Observations

It is alleged that RAF cancelled the panel of attorneys without a back-up plan.

Corporate Panel

The RAF Supply Chain Management Delegation of Authority relevant to panel of suppliers are summarised as

follows:

« CEO - approves up to R10 Million in terms of approval of Motivation to Source (MTS) where sourcing/
procurement is not contained on approved Demand Management Plan (DMP).

» Board — approves anything above R10 Million (per budgeted average annual expenditure per supplier) .

The RAF appointed Corporate Panel of attorneys through Treasury Regulations 16A6.6 from GEPF to represent
RAF on its internal matters pending the RAF conclusion of its tender process.

« The RAF wrote to the GEPF requesting permission to participate in the contract for corporate panel of
attorneys through National Treasury Regulations 16A6.6.

* The 5 years GEPF (which was left with approximately 3 years) Corporate panel was contracted for Pension law
and employee benefits litigation, Commercial Law and Corporate Law, Investment Advisory and Compliance
Advisory Services.

* GEPF consented to the request and provided the RAF with the memo from GEPF Finance and & Audit
Committee to their Board and that memo was requesting the GEPF Board to approve the Fund Legal and
compliance database for the period of 5 years. The memo demonstrated the bidding competitive process in
sourcing for the service providers. The memo was not signed by the GEPF board.



PROCUREMENT AND TENDER IRREGULARITIES (FRUITLESS AND WASTEFUL EXPENDITURE)

Panels of Attorneys

Allegations It is alleged that RAF cancelled the panel of attorneys without a back-up plan.

Preliminary Corporate Panel

Finding/

Observations < GEPF had 19 Law firms contracted with it, but GEPF only sent fourteen (14) service providers/ Law firms emails
informing them that RAF is requesting to utilise their services for the corporate panel and seeking their
consent in writing.

« RAF entered into an agreement with service providers between May and June 2020 for 10 months with 13 law
firms.

« One service provider appointed by the RAF did not form part of the GEPF Corporate panel of attorneys.

« Whilst the Board approved that the RAF participate in the GEPF corporate panel of attorneys, the contract
entered into between the RAF and GEPF service providers (including the additional service provider) in terms
of National Treasury Regulations 16A6.6. was signed without the RAF Board approval. (Delegation of
Authority)



PROCUREMENT AND TENDER IRREGULARITIES (FRUITLESS AND WASTEFUL EXPENDITURE)

Panels of Attorneys

Allegations

Preliminary
Finding/
Observations

It is alleged that RAF cancelled the panel of attorneys without a back-up plan.

Corporate Panel

The contract was extended four times and only approved once for a period of 6 months by the RAF Board. The other
extensions were not approved by the RAF Board

Payments made in terms of the contract totaling R 26.6 million exceeded the delegation of the RAF Accounting
Officer. Furthermore, the expended amount is above the total contract price of R10 million per annum.

The ratification of both entering the contract and exceeding the delegated amount including extension was done a
year later in August 2021. The RAF Board through its Chairperson approved the ratification and extension of the
contract for 6 months. In the interviews held with the officials, the ratification was for their internal process (in a case
of audit) not to ratify the procurement process (not sure how we can rephrase that)

An estimated total amount of R 141 802 489,06 was an irregular payment since there were no approval of the Board

nor the Special Operations and Information Technology Committee (Committee of the Board) for the contract and/or
extension thereof when appointing Corporate Panel of Attorneys.

The SIU conducted financial analysis including bank statements of the attorneys appointed in the RAF corporate
panel of attorneys and the preliminary findings suggests that some of RAF executives were possibly paid monies by
the Attorneys appointed in the RAF corporate panel of attorneys.

This investigation is ongoing



PROCUREMENT AND TENDER IRREGULARITIES (FRUITLESS AND WASTEFUL EXPENDITURE)

Panels of Attorneys

Allegations It is alleged that RAF cancelled the panel of attorneys without a back- up plan.

Preliminary Corporate Panel

Finding/

Observations * There was no fair rotation or allocation of work within the service providers appointed as one service provider was

allocated almost 90% of the work as opposed to other service providers.

* We have noted that one of the Executives who may have been paid monies by the Attorneys might be using 2
Identification numbers (ID)

* Some law firms conducted claims related matters whereas the mandate of the panel was not related to claims.

* The SIU is finalizing evidence pack for DC, NPA and Civil litigation referrals.

Outcomes Civil recovery:
There is a potential recovery, the quantification is also being finalised for the evidence pack.
NPA Referral
Evidence is being packaged for referral to the NPA
Disciplinary referral
There are possibility of DC Referrals

The SIU provided two Right of Replies to the persons of interests who are deemed as the executives of the RAF.



PROCUREMENT AND TENDER IRREGULARITIES (FRUITLESS AND WASTEFUL EXPENDITURE)

Siyenza Project - Claims backlog Contract

Allegations

Preliminary
Findings/
Observations

75

It is alleged that the contract was awarded irregularly / unlawfully

The project was established to reduce the RAF claims backlog totalling to 37 734 with an estimated rand value
of R2.080 billion and estimated total handling costs of R 742 Million. The RAF spent an amount of R312 670 586
and R530 566.98 for travel and accommodation for the duration of the contract.

The RAF changed the criteria for files to be outsourced and recommended that the file selection should not be
limited to only claims contained in the backlog data. This meant that all files were considered irrespective of
date of lodgement, including newly lodged claims as this dramatically increase the pool of files available for
outsourcing

The RAF intended to appoint three service providers but subsequently appointed two service providers who
were deemed responsive.
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Siyenza Project - Claims backlog Contract

Allegations

Preliminary
Findings/
Observations

It is alleged that the contract was awarded irregularly / unlawfully

During the Bid Evaluation process, the BEC members had no standard evaluation criteria set out.
The mandatory and functional criteria advertised were not clear on how scoring would be allocated.

The evaluation criterion on functionality by RAF in the bid documents only provided for the weight but
not values. Despite this, values were used during evaluation process.

The SIU interviewed the role players, and it appeared that they were unsure on how the scoring on the
functionality/technical criteria should be evaluated and they had to constantly have discussions as
members to ensure that their evaluations are on the same page.

The SIU views the evaluation as not objective since there was no clear distinction with regards to the
scoring matrix.

The functionality criteria was in contravention of the preferential procurement regulation as it did not
have values.

The SIU found the award to be irregular due to non-compliance with Section 217 of the Constitution, the
PFMA and the Preferential Procurement Regulations.
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Siyenza Project - Claims backlog Contract

Allegations It is alleged that the contract was awarded irregularly / unlawfully

Preliminary » There were also issues of performance in relation to the contract as one of the service providers was given
Findings/ 2472-files and had only successfully completed 96 of those files.
Observations

* One of the contracts was awarded to a consortium whereof one member of the consortium fell-off during the

contract. The RAF Internal Audit conducted a verification on the BBBEE only and not the full legal standing of
the consortium

Outcomes Civil recovery:

There is a potential recovery, the quantification is also being finalised for the evidence pack
NPA Referral

TBD

Disciplinary referral

There are possibility of DC Referrals

The SIU is currently providing the persons of interest with Right of Replies.
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PROCUREMENT AND TENDER IRREGULARITIES (FRUITLESS AND WASTEFUL EXPENDITURE)

Office Building

1)

Allegations It is alleged that the RAF did not follow the correct procurement process in acquiring the Office Building.
Preliminary » The RAF advertised office building tender under RAF/2019/00010, the specification of this tender had the
Finding/ lease period of 9-years, eleven months i.e. long-term lease.

Observations

Prior to the advertisement of this tender, the RAF went to the market for at least six times, and it was
indicated that the RAF could not find a bidder that met the tender specifications.

It was through tender RAF/2019/00010 that the RAF BEC recommended a successful bidder to the BAC.
There was an intervention by the erstwhile CEO that caused this tender to be cancelled.

The intervention of the RAF is thus summarised as follows: -

o The RAF was not in agreement or in favour of the 9 years eleven-months lease, instead he wanted a
five-year lease.

o A decision was taken for RAF to deviate from normal procurement process to appoint a service
provider for office space for a period of five years subject to National Treasury support.

o The newly appointed Senior official was instructed to scrutinise the evaluation made by the BEC
under tender RAF/2019/00010.



PROCUREMENT AND TENDER IRREGULARITIES (FRUITLESS AND WASTEFUL EXPENDITURE)

Office Building

Preliminary
Finding/
Observation
s

The newly appointed senior official indicated that she found irregularities in the evaluation. Such irregularities were not
reduced in writing. These irregularities appear to be the basis for the RAF to call for the cancellation of tender.

BAC approved the cancellation of Bid; RAF/2019/00010 and supported the deviation process.
The deviation process ensued.

The RAF omitted to disclose material facts relating to the BEC recommendation of a successful bidder when they made
a request to the National Treasury to grant the RAF permission to deviate from the normal procurement process to
appoint a service provider for the Johannesburg Regional office building.

In the motivation to National Treasury, the RAF indicated that they would save cost which the SIU views as a
misrepresentation as the cost implication submitted to National Treasury omitted the critical components such as
parking, storage, maintenance, electricity, water, sewage and diesel for the generator.

The National Treasury approved the request by RAF to deviate based on what the SIU views as a misrepresentation by
the RAF.

The RAF entered into a lease agreement for a period of five years at an estimated amount of
R 11 010 000.00 at an escalation of 6% per annum.

The RAF actions find no expression in the RAF SCM-policies and procedures applicable at the time nor on any
procurement prescripts.
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Office Building

Preliminary
Finding/
Observations

Outcomes

* In essence, the actions of the RAF CEO and that of a newly appointed Senior official are tantamount to overturning the decision
of the BEC, which is at odds with the legal prescripts.

* Noteworthy to make mention that, the reasons advanced by the RAF in his MEMO to the National Treasury did not stipulate the
irregularities found by the RAF/newly appointed Senior official. Furthermore, the National Treasury was not apprised regarding
the process undertaken to uncover the said irregularities.

Financial preliminary findings.

« To date the RAF has paid a total amount of R 66 104 961. 97 for the Johannesburg Regional Office Building.

* It is imperative to note that the amount presented to National Treasury by the RAF is limited to rental expenses. The submission
made by the RAF to National Treasury which indicated that the RAF would save cost was a misrepresentation as the cost
implication submitted to National Treasury omitted the critical components such as parking, storage, maintenance, electricity,
sewage and diesel for the generator.

* There are periods within which utilities payments were not levied to the RAF and the service provider would then do a bulk
charge.

* In addition, the SIU found that the size of the building differed substantially from the initial building i.e. the new office space
procured through deviation is smaller in size (to provide exact sizes).

Civil recovery:

There is a potential recovery

Disciplinary referral

The SIU served six (6) Right of Replies on Pol’s including the Executives the responses were received.

The investigation team is finalising the evidence pack in relation to acts of misconduct to the RAF.
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Fleet Tender '
Allegations It is alleged that an appointed service provider failed to deliver vehicles as per the SLA

Preliminary « This was sale and leaseback contract and was agreed that the awarded service provider should pay the RAF
Finding/ the sum of R5 205 010.00 for a transfer of 56 vehicles which were belonging to the RAF at the time with
Observations additional cars belonging to the service provider.

« The RAF delayed signing the SLA for over a year after it was awarded, which resulted in the service provider
disputing the total value of the award.

« The service provider provided the RAF with a revised offer of R3 189 714.56 as the vehicles had

depreciated in value. The RAF delayed in accepting the offer and at the time of acceptance the service that

the RAF transferred ownership of 50 vehicles to the service provider. The service provider indicated that the
offer was no longer valid.

« The service provider offered to dispose of the vehicles through an auction platforms.
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Fleet Tender

Allegations It is alleged that an appointed service provider failed to deliver vehicles as per the SLA

Preliminary « The remainder of the 6 vehicles are said to be involved in accidents and thus, could not be transferred.
Finding/

Observations + The SIU further established the that contract should not have been awarded to the service provider as the

bid price of the service provider was exclusive of VAT and provided the service provider with unfair
advantage.

» The SIU is making the necessary referrals.

Outcomes Civil recovery:

There is a potential recovery

NPA Referral

The matter is ongoing and were there are matter pointing to criminality, same will be referred to the NPA
Disciplinary referral

There are potential disciplinary referrals to be made

The SIU is currently providing the persons of interest with Right of Replies.
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Cleaning and Security Services
Allegations It is alleged that the RAF awarded an expired tender for cleaning and security services
Preliminary The cleaning contract was for four (4) RAF offices for a period of from 03 April 2017 until 02 April 2022 for
Finding/ an amount R12,117,260.80. There was a 6% escalation on original bid amount of R12,117,260.80, that

Observations resulted in a contract increasing from R12 117 260.80 to R 13 571 345.51.

Contract Variations/Expansion

» The contract was further extended on 16 March 2022 by the RAF, on contract values R 257 936.85

* On 01 April 2022, a 1-month extension to the values of R 361 111.59 was approved (from 3 April to 15
May 2022).

* On 13 May 2022, the appointment of the same service provider was made through and RFQ to the value
of R 985 985.59 (covering 16 May 2022 to 15 Feb 2023), and on 30 June 2022 it was extended on the
other one was for R 24 491.71 (01 — 31 July 2022).

» The combined variations were within the required threshold of 15%.
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Cleaning and Security Services
Allegations It is alleged that the RAF awarded an expired tender for cleaning and security services

Preliminary Service Provider Contract Award
Finding/
Observations + A 7-month overlapping contract for Block A (Eco Glades), valued at R 171 441.97, commenced on 1
December 2021, but was only approved on 9 April 2022, over 4 months into implementation.
* A 9-month cleaning contract for RAF Menlyn, valued at R985,985.59, began on 16 May 2022 to 15
February 2023.
A 1-month extension contract (R24,491.71) for Block A in July 2022 overlapped with the 9-month
Menlyn contract.
* A new 12-month contract (R368,211.01) covering Blocks A & C started on 1 November 2023.

Possible administrative inconsistencies were noted, including:

» Contracts implemented prior to approval.

» Variations due to poor planning.

» Overlapping contract periods for similar services.

» Possible splitting to avoid competitive bidding.

» Possibility of specification amendment to accommodate the service provider.
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PROCUREMENT AND TENDER IRREGULARITIES (FRUITLESS AND WASTEFUL EXPENDITURE) S IIl [LUJJ
Cleaning and Security Services
Allegations It is alleged that the RAF awarded an expired tender for cleaning and security services
Preliminary Summary of Contract Amounts Following Initial Agreement and 12% Variation
Finding/

Observations » Following the expiry of the original 5-year contract (valued at R 13,571 345.51 after variation), the RAF
awarded additional contracts to the service provider totaling R1 911 241.87 (VAT inclusive). These were
not subjected to open competitive bidding, despite National Treasury Instruction No. 2 of 2021/22
requiring open tender for procurements exceeding R1,000,000.
* The absence of documentation confirming adherence to this requirement, combined with fragmented
and overlapping short-term contracts, may suggest serious non-compliance. This may undermine key
principles of fairness, transparency, and cost-effectiveness under Section 217 of the Constitution and

Section 51(1)(a)(iii) of the PFMA.
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Cleaning and security services

Allegations

Finding/
Observations

Outcomes

It is alleged that the RAF awarded an expired tender for cleaning and security services

Quotations being same amounts, possible Procurement Fraud/tender Irregularity

* On possibly 3 separate occasions (November 2021, April 2022, and November 2023), the service provider
submitted quotations that exactly matched the RAF's estimated contract values (R 171 441.97; R 985 985.59
and R 368 211.01, respectively). This repeated pattern suggests possible pre-alignment or insider
knowledge of internal cost estimates, raising serious concerns about the fairness, transparency, and
competitiveness of the procurement process.

Civil recovery:

There is a potential recovery as per the contract value, the quantification is also being finalised for the
evidence pack.

NPA Referral
The matter is ongoing and were there are matter pointing to criminality, same will be referred to the NPA

Disciplinary referral

There are possibility of DC Referrals.

Right of Replies have been issued/sent to the affected persons of interest.

5 Right of replies were issued to the RAF officials, 4 responses received, and 1 response is outstanding from an
employee who left the RAF employment.
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SAP Licenses Contracts
Allegations It is alleged that the RAF procured SAP Human Capital performance management Licenses which the RAF is not

using. R1 811 764,00

Preliminary
Findings/
Observations and wasteful expenditure.

The preliminary findings indicate that RAF is not using the said SAP licenses, thus this amounts to fruitless

« This is a single source procurement/ direct purchase.

» The reason/s and decision to purchase these licenses falls within the office of the RAF Accounting Officer.

* The SIU met the RAF ICT member, and he explained that the license in question was never utilized as it is
not what the end user requested. These sentiments were shared by the RAF Executive in an interview with
the SIU.

« The end user was unable to use the product as it was not fit for their business purpose.

« The view of RAF is that its better to reduce costs and optimize discounts by consolidating the procurement
licenses from one service provider.

« The SIU is referring the matter to the Special Tribunal for the cancellation of the contract (for costs related

to license fees)



PROCUREMENT AND TENDER IRREGULARITIES (FRUITLESS AND WASTEFUL EXPENDITURE) S IIl [LUJJ

IIIIIIIIIIIIIIIIIIIIIIIII

Office Furniture

Allegations

Finding/
Observations

Outcomes

Alleged that an internal audit report showed that the R36-million office furniture contract escalated to
R40-million irregularly. Also, the legal opinion from the internal legal department indicated that the
amendment of the Service Provider Agreement (SPA) which escalated the costs was irregular and invalid.

» The appointment of the service provider is irregular.
» The reasons for an escalation potentially falls outside of the prescripts.

« The amendment of the SPA is irregular.

Civil recovery:

There is a potential recovery as per the contract value, the quantification is also being finalised for the
evidence pack.

NPA Referral

The matter is ongoing and were there are matter pointing to criminality, same will be referred to the NPA
Disciplinary referral

There are possibility of DC Referrals
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DUPLICATE CLAIMS-PAYMENTS MADE TO ATTORNEYS, CLAIMANTS AND SHERIFFS AND CHANGE OF
MANDATES

90

The investigation focuses on the losses incurred by the State caused by duplicate payments made to several firms of

Attorneys as at 01 March 2021, which also includes unlawful acts of appropriation.

These duplicate payments were allegedly effected by the Sheriffs who executed upon writs of execution and received

funds on behalf of the instructing attorney.

The RAF has a payment system which dictates that when a claim offer is accepted whether by settlement or by a way of a
court order, such claim will await 180-days before it is paid. As a result, the Attorneys would then attach the RAF bank
account by the way of writs of execution served by the sheriff, causing the RAF bank to effect payment in terms of the

writs upon the 180-days lapsing, the same claim would be paid again, thus constituting duplicate payment.
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* The SIU is investigated 102 law firms (which includes the Sheriffs) who received duplicate payments from RAF of

approximately R 340 060 277, 97.

 When approached with evidence, several legal practitioners have opted to cooperate with the SIU investigation in
defrayal of their indebtedness by signing acknowledgments of debt (AOD). From the approximate amount of R 340 060
277, 97, the RAF and SIU have managed to recover some of the funds.

+ To date, the SIU has signed AoDs to the value of R 70 951 378.08 with actual cash recoveries to date amounting to R 42
580 580.32 (Previously reported as R 41 578 297. 77)

« The SIU investigation revealed that the total amount of R 276 092 191.76 was paid directly to RAF by the legal

practitioners. The SIU is investigating whether in such instances there were possible misappropriation of trust funds.
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» Based on the above it therefore means, of the R 340 060 277.00, an amount of R 317 670 489.00 has already been

recovered.

« The investigation into the focus area is completed, the SIU is currently rendering litigation support and computing

interest on the amounts recovered.
» The report is drafted and being subjected to the SIU Governance structures for review.
* As at 10 February 2025 the SIU paid the sum of R 31 219 208.66 to the RAF from funds recovered through AODs.

« The SIU Civil Litigation Unit is currently considering pursuing legal action against law firms failing to honor the AOD's

signed.
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* In the duplicate payments made as alluded above, SIU found evidence pointing to criminality wherein trust account

monies were misappropriated.
* Amongst those are the law firms which have signed the AoD’s with the SIU.

* There are other law firms who have since refunded the duplicate payments directly to the RAF, however, the proof of

payment submitted to the SIU depicts that such payments were made either from the lending institutions other than trust

accounts.

« The SIU has referred evidence which points to the commission of an offence against twelve (12) law firms / legal

practitioners to the National Prosecuting Authority (NPA).

» The referrals are currently with the DPCI for further investigation.
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DUPLICATE CLAIM PAYMENTS MADE TO ATTORNEYS, CLAIMANTS AND SHERIFFS AND CHANGE OF
MANDATES: OUTCOMES TO DATE (LPC REFERRALS) SIU.

94

SIU found that there were attorneys who have received duplicate payments and have since been struck-off the roll, some

have been suspended and others have since passed away.
SIU is working with the LPC appointed curator bonis to recover the monies.

Reconciliation is done periodically on the legal costs due and payable to the suspended, struck-off practitioners and the

deceased practitioners in order to recover monies due to the RAF.

Wherever there is evidence of misappropriation of trust funds by a practitioner, referrals have been made to the LPC to

take the appropriate action.
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» To date, five (5) practitioners have been referred to the LPC.

« Change of mandate by the claimants on the implicated practitioners is handled by the appointed LPC curator bonis and

updates were provided to the SIU by the LPC.

» There is one matter before the LPC wherein there is a dispute regarding the quantum

(R2 million difference), the SIU, LPC and RAF met to resolve this impasse.
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DUPLICATE CLAIM PAYMENTS MADE TO ATTORNEYS, CLAIMANTS AND SHERIFFS AND CHANGE OF
MANDATES: OUTCOMES TO DATE - FINANCIAL INSTITUTIONS - MAJOR BANKS

The writs were served on the bank/s in order to attach RAF bank account-funds, that is, after the 180 days had lapsed.

In the instances where a writ was served on the bank/s, the bank would deduct the writ amount into the RAF bank

account, transfer it to a suspense account, in order to satisfy the writ of execution.

To adhere to the provision of the State Liabilities Act, the amount in the suspense account would be kept until such

provisions are adhered to.

SIU has since established that there are substantial monies (millions) in the bank/s suspense account/s that were not

disbursed and as such those monies are to date retained by the bank/s.
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» According to one of the major banks, the amount currently held in their suspense account in respect of the writs amounts

to R 15 490 044.26

» The total sum is held in respect of judicial attachments that were served on them by various sheriffs in relation to the RAF

account with them.
» The reasons for retention of such monies are subject of an investigations which is still ongoing.

« The SIU investigation team has prepared a referral to civil litigation to obtain a court order(statement and debatement

relief) that will assist in releasing the funds held by the bank.
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The SIU previously reported on the blocked payments to the value of R 482 097 602. 42 for Attorneys due for payment

by reason of the RAF internal investigation.

In relation to the above amount the SIU noted that the matters marked by the RAF treasury as blocked due to the RAF

internal investigation were incorrect.

There are instances where, a law firm would be investigated by the RAF for bill of cost and RAF treasury would block all

matters related to that law firm, thus prejudicing the claimants.

These blocked amounts are accumulating interest which RAF will be liable for, and this may have implications on the

financial statements.

The SIU in line with investigation relating to payment to service providers in terms of the RAF Act, will also establish any

possible prejudice to claimants due to unwarranted delays in payments.
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» The focus area involves three (3) payments made to nine (9) Service Providers by RAF in terms of their Act.
» The RAF pays claims from service providers who have rendered services to the victims of motor vehicle accidents.
» These claims include, inter alia, ambulance claims, hospital claims, doctors’ claims and other experts.

* The above payments are part of the ongoing investigation informed by payment analysis to be concluded in October

2025. ( Payments in terms of the RAF Act)
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FRAUDULENT CLAIMS

Fraudulent Claims — RAF employees

Allegations

Preliminary
Finding/
Observations

Outcomes

It is alleged that there was an attempt to change bank account/s of the service providers

RAF received internal intelligence reports related to the attempt to change bank account/s of the service providers.
Upon investigation SIU established that the RAF employees have made bank fraudulent account changes on the
RAF system and redirected monies meant for services providers into their personal bank accounts.

The amount found to date regarding the personal account of those employees is R 1 901 140.00. The substantial
amount of R1.9 m was used to purchase travelers' cheques.

The SIU has made the NPA referrals regarding the Persons of Interest.

The travelers’ cheques cannot be traced as the bank that issued them no longer does so and there is no historical
data.

The SIU is following the money depicted on the persons of interest bank account.

The SIU noted that the Persons of Interest used “salary” as a reference in the bank account, such salaries ranges
from R 60 000 and below occurring every two to three months.

Civil recovery:

There is a potential recovery.
NPA Referral
One (1) matter has been referred to the NPA

Disciplinary referral

There is possibility of DC Referrals



FRAUDULENT CLAIMS

Fraudulent Claims
Allegations

Finding/
Observations

Outcomes

It is alleged that there are fraudulent claims submitted and paid by RAF

The investigation covers all the provinces in the RSA and foreign claims.
This investigations cover, inter alia, the following:

>Both foreign and national claims;

>modifications across the entire RSA;

>Repudiated claims etc.

Progress update
* The SIU has completed mirror-imaging of the RAF claims system
» Red flags have been identified by the data analyst

* Investigations has commenced in various provinces.

No outcomes to date and the Investigation is still ongoing

SiU.
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THE RAF CEO

CEO’s Right of Reply

Section 5(2)(b)&
(c) Hearing

Outcome

Way Forward

An opportunity to be afforded to the former RAF CEO to respond to issues : (The CEO was previously interviewed by the
(nvestigation team, an affidavit was drafted, but never signed by the CEO despite reminders)

On 30 April 2025, the SIU issued a section 5(2)(b)&(c) hearing subpoena notice to the Mr. Collins Letsoalo, for a hearing on 21
May 2025.

The hearing was held on 21 May 2025 chaired by an External Chairperson.

During the hearing proceedings Mr. Letsoalo raised his concerns about the Chairperson citing the following:

» Objecting the Senior Council’s independence;

» He had reservations with the hearing being chaired by the Advocate; and

» The presence of an instructing Attorneys.

As result of the above issues, the hearing was postponed, for an application for the Chairperson’s recusal.

Mr Letsoalo was to submit his request for the Chairperson ‘s recusal to SIU on 17 June 2025

The SIU was to respond to the Mr Letsoalo’s application by the 23 June 2025

The hearings were held on 2 and 23 July 2025. The matter has since been postponed sine die.

The postponement was due to two main reasons: (i) the unavailability of legal representation - Senior Counsel (SC), and (ii) a
suspension condition stipulating that Mr. Letsoalo may not represent the RAF during the period of his suspension. To this
end, a correspondence requesting the Minister's intervention has been prepared. The letter is directed to the Minister in the

absence of the RAF Accounting Authority.
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ADDITIONAL ALLEGATIONS

SiU.

STRIKING AGAINST CORRUPTION

Employment and other issues reported and observed by the SIU:

« The SIU received allegations that the RAF appointed some RAF Executives without following the due employment processes
and without vetting the Executives. Amongst the appointed Executives, there is an Executive who is alleged to have

absconded whilst facing 12-counts of serious financial misconduct at the City of Johannesburg Municipality.

» There are further allegations against Executive/s and Managers that their employment at the RAF did not follow the due

employment processes

- Additional allegations received from Minister of Transport
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GENERAL OBSERVATIONS

108

RAF claims system has many modules and thus SIU IT experts are working on ensuring the integrity of data to ensure
accuracy is not compromised.

Influx of Writs of Execution (during the time of our review) attaching the RAF bank account whilst the said claim is already
loaded on the RAF payment process. Thus, payments would be made in terms of the writs of execution and the RAF would
effect payment, constituting duplicate payments. Therefore, duplicate payments would be made to both the Sheriffs and to
the Attorneys.

The foregoing observation also revealed a lack or delay in reconciling the RAF bank account against the claims paid under
the normal payment process and the writs payments.

The RAF employees who are key to the investigation are no longer in the employment of the RAF.

The RAF had three instances of ransomware attacks that occurred during December 2020, June 2021 and August 2021,
thus some of the information relevant to the investigation was lost — at this stage, the impact is minimal, but the SIU
investigation is ongoing, and the impact will be monitored. Notwithstanding what is stated, there is one contract
information impacted by the ransomware.

The SIU noted the high risk of litigation, particularly from the persons of interest.



GENERAL OBSERVATIONS (as previously reported)
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» There are instances whereby RAF blocked attorneys without just reasons to do so i.e. the red-flagging of one claim affects all
claims regarding the blocked attorney. As at March 2023 RAF reported the amount of R 482 097 602. 42 for Attorneys

which were being blocked for payment due to the RAF internal investigation.
« The RAF has a tendency of not deleting user profiles upon termination which results in those profiles used to commit fraud.
« Documents management at RAF remains a concern.

« The impact of not paying claims to victims is accumulation of interest, unjustified healthy cash flow and in some instances

can worsen the socio-economic circumstances of the victim (e.g. loss of support).

 The impact of not defending claims is attracting unnecessary default judgments and unwarranted claims might be

processed and paid.

« The RAF employee vetting process is either poor and/or not properly conducted since their vetting process failed to detect

199 an employee with multiple ID documents
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SYSTEMIC RECOMMENDATIONS (As reported previously)
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The SIU re-emphasizes that these systemic recommendations made since our last SCOPA engagement has not received

attention whether same will be implemented.

111

Periodic bank reconciliation in order to prevent and detect possible duplicate payment.

Prior to effecting payments perform checks and balances on whether there had been any writs of execution regarding

the claim.

Review of the claims-payment process.



SUMMARY OF OUTCOMES
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SUMMARY OF OUTCOMES

KEY OUTCOMES

Actual Cash recoveries
Potential Disciplinary referrals (Right of Reply)

NPA referrals

Administrative referrals (SARS, Blacklisting, CIDB, LPC)

Interim Presidential Reports

113

NUMBER / VALUE OF CASES

R317 670 489
20

20
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Thank you

RSASIU W @RSASIU f @RSASIU @ RSASIU
www.siu.org.za | Email: info@siu.org.za | SIU Hotline: 0800 037 774
SA The State’s preferred and trusted anti-corruption,

STRIKING AGAINST CORRUPTION forensic investigation, and litigation agency
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