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PART 1: INTRODUCTION

1.1. The Annual Report

This is the Annual Report of the Roads Agency Limpopo (SOC) 

Ltd, which incorporates its Financial Performance, as contained

in the Audited Annual Financial Statements (AFS), as well

as its overall perfomance pertaining to the achievement of 

i t s  pre-determined ob ject ives ,  as  set  in  the  Annua l 

Performance Plan. The aim of the report is to record the 

performance of Roads Agency Limpopo (RAL) in achieving its 

pre-determined strategic objectives and the implementation of

the forecast budget estimates, as measured against the 

approved Annual Performance Plan and Budget.

1.2. Reporting Framework

The three main focal points of the report are the Audit Report, 

the Audited Annual Performance Information Report and the 

Audited Annual Financial Statements, which are a fair 

representation of the financial position, financial 

performance and cash flow of RAL; 

prepared in conformity with the framework for the prepara-

tion and presentation of the Financial Statements, as well as 

the Generally Recognised Accounting Practice Standards.

The Annual Report is in conformity with section 55(1) and

(2) of the PFMA, section 30 of the Companies Act 71 of 2008, 

sections 36 and 37 of the Limpopo Roads Agency Proprietary 

Limited and Provincial Roads Act 7 of 1998, as amended, as well 

as regulation 28.2.2 of the Treasury Regulations.

1.3. Approval of the Annual Report

The Board of Directors confirms that this Annual Report fairly 

represents the performance of RAL for the financial year

under review. The Audit and Risk Committee of the Board, upon 

which the oversight and performance monitoring function has 

been vested, has duly considered the Annual Report and

recommended it to the Board for approval. The report was

approved by the Board on 30 July 2018.

Mr. M.S. Ralebipi                                        Mr. M.P Matji Pr. CPM
Chairperson: Board of Directors              Chief Executive Officer
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PART 2: GENERAL

2.1. About RAL

RAL is a State-owned company, registered as such in terms of 

the Companies Act 71 of 2008, and is listed as a Provincial  

Public Entity under Schedule 3C of the PFMA. It was founded

in 1999, through its constitutive Act, the Limpopo Roads Agency 

Proprietary Limited and Provincial Roads Act 7 of 1998, as

amended. The sole mandate of RAL is to act as an implementing 

agent of the Limpopo Provincial Government, under the

auspices of the Limpopo Department of Public Works, Roads 

and Infrastructure, responsible for the custodianship of the 

Limpopo Provincial road network.

RAL has been mandated to manage, control, plan, develop, and

maintain the provincial road network on behalf of the 

provincial government. The road asset portfolio of RAL 

measures in the extent of 19 997 kilometres (km), of which 

only 6 179 km is tarred and the balance of 13 818 km is gravel 

roads. The Agency obtains its revenue from the Limpopo 

Provincial Government, in the form of the Provincial Roads 

Maintenance Grant (PRMG) and equitable share. The total 

budget allocation for the year under review, for both PRMG 

and equitable share was R836 million.

RAL has for the year under review upgraded 46km, rehabilitated 

122.51 lanes, resealed 254.971 lanes and built 2 bridges. An

estimated amount of R160 billion would be required in order

to enable RAL to tar the 13 818 km of gravel roads. Despite the

budgetary constraints, RAL strives to employ all its endeavours

to reduce the backlog of gravel roads that require tarring.

In this regard, RAL has secured strategic partnerships in

an effort to raise additional funds. Through the Partnerships, 

RAL has already raised more than 480 million and continues to 

secure more partnerships.

RAL has been mandated 
to manage, control, plan, 
develop, and maintain the
provincial road network 

on behalf of the 
provincial government.
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PART 3: STRATEGIC OVERVIEW

3.1 Vision

To contribute to the socio-economic development by connecting 

the people of Limpopo Province.

3.2 Mission

To provide quality and sustainable provincial road infrastructure 

network for the economic development of Limpopo Province.

3.3 Values

The way we conduct ourselves and our business in pursuit of 

our vision and mission is underpinned and guided by the following 

corporate values:

• Commitment

   We are committed to serving the province with pride

• Reliability

  We offer reliable, safe and economic roads infrastructure

• Efficiency

  We will go an extra mile in serving our communities

• Accountability

  We remain accountable to all our stakeholders

• Transparency

  We are transparent in both our internal and external    

  business processes

• Excellence

  We exceed expectations

• Teamwork

  Together for better roads

• Diversity

   We value and embrace diversity within the work context
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PART 4. FOREWORD BY THE MEC

Recently, South Africa witnessed a surge of violent service 

delivery protests. We continue to see a worrying trend where 

dissatisfied communities are increasingly resorting to violent 

protests to highlight their service delivery plights. Since 2009, 

ev idence shows that  serv ice  de l ivery  protests  have 

escalated in prevalence and severity. Violent service delivery 

protests continue to pose serious headaches for government. 

There is no doubt that the issue of service delivery protests is

emerging as today’s complex developmental challenge. As 

the department, we are however of the view that with proper 

planning and consistent implementation and monitoring of 

service delivery strategies, the war against service delivery 

protests can be minimised. Service delivery protests represent 

a  perfect  opportuni ty  for  government  agencies  l ike 

Roads Agency Limpopo (RAL) to accelerate the delivery of 

well-maintained roads, particularly in remote rural communities.

 

In his State of the Province Address (SOPA), the Premier of the 

Province, Stanley Mathabatha made a strong undertaking to 

prioritise the taring of Limpopo Province’s road network. The 

Department of Public Works, Roads and Infrastructure, is fully 

aware that a well-maintained and upgraded road infrastructure 

re m a i n s  a  key  e n a b l e r  f o r  g row i n g  a  s u s t a i n a b l e 

economy through a well-maintained road infrastructure, 

the economy of Limpopo is poised to grow at a steady rate. 

My department will closely work together with RAL and other 

key stakeholders to ensure that the undertaking made by 

Premier Mathabatha is fully realised. My first priority will be to 

ensure that resources earmarked for road development 

projects are fairly distributed among Limpopo’s five district 

municipalities. We want to see all our communities benefiting 

from RAL’s road development and maintenance projects. 

 
Nandi Ndalane

MEC: Department of Public 

Works, Roads & Infrastructure
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We want to see RAL playing a prominent role in advancing the 

government ’s radical  socio-economic transformation 

discourse. As a department, our chief task is to facilitate 

business to business connectivity and village to village mobility

through excellent delivery of road infrastructure. We remain 

resolute on the need for RAL to adopt measures that strengthen

 its service delivery capabilities. We are also aware that RAL’s 

budgetary constraints continue to negatively impact on its

ability to effectively discharge its mandate. Experience 

has shown us that this burden cannot be carried solely on the 

shoulders of only a few. I want to applaud the noble idea 

by RAL’s management to unlock more support from the private 

sector, through adopting strategic partnership .  It is encouraging 

to note that through this strategy, the Agency raised close to 

half a billion rand. 

 

This initiative has proven to be pragmatic and once more it 

must be commended. I encourage the RAL leadership to 

continue this good work. We are confident that through 

Mr. Ralebipi’s agile leadership, this vision will be realised. 

It is pleasing to note the gains made as part of the turnaround 

strategy adopted by the RAL Board since 2015. Some of the 

notable dividends include inter alia, stabilising the RAL 

leadership, strengthening internal controls, improving financial 

management and receiving improved audit outcomes thereby 

restoring lost public confidence. We are happy that RAL has 

not regressed from unqualified audit opinion of 2016/17. 

We implore the board to implement more drastic measures 

to ensure these gains are jealously protected and to secure 

a clean audit in 2018/19.

My department, as the shaeholder of RAL, envisages that RAL 

continues to demonstrate enviable service delivery capabilities

and unparalleled efficiencies in terms of governance. I urge

 RAL to continue to play a significant role in empowering small 

businesses through its multifaceted SMME development 

programme. Supporting small businesses is an obligation that 

RAL must steadfastly execute with great precision and 

distinction. Greater support to small businesses means more 

jobs and living wages for our women and youths. We will 

continue to support RAL by rendering enhanced oversight to 

enable the agency to discharge its core mandate effectively. 

Lets all work together for better roads.
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PART 5. STATEMENT BY THE BOARD CHAIRMAN

The period under review was the most challenging for 

Roads Agency Limpopo (RAL). The operating  environment

was characterised by adverse economic conditions which 

l a te r  t r i g g e re d  n e g a t i ve  c re d i t  d ow n g ra d e s  f ro m 

international credit rating agencies. The depreciating 

Rand against the US$, increase in energy prices and the 

corresponding surge in interest rates also piled pressure 

on  the  economy.  The  year  a l so  wi tnessed a  marked 

increase in  road infrastructure vandal ism especia l ly 

in communities known to be service delivery hotspots. 

As the economy struggled to create jobs, high unemployment 

among the youths became a serious policy challenge. 

Despite, facing  these daunting  challenges, the Board is 

d e l i g h te d  to  re p o r t  p o s i t i ve  g a i n s  m a d e  s i n ce  i t s 

appointment in 2014. Our ambition to make RAL one of 

the best governed Agencies in Limpopo Province and 

ultimately the whole of South Africa is gradually being 

rea l i sed .  We  a t t r ibu te  the s e  po s i t i ve  g a ins  to  the 

unwavering support from our communities and strategic

partners and the shareholder. RAL could not have achieved 

most of its targets without this treasurable  support. Going 

forward, this Board plans to intensify measures to  deepen 

cooperation with our valued stakeholders and partners. 

During the review period, the Board’s performance focused on 

three commitments ;  that is ,  adherence to appl icable 

governance standards; commitment to ethical practices and

lastly commitment to targets spelled out in the shareholder 

compact. The first critical step towards fulfi l l ing these 

commitments was to steer RAL in the right strategic direction 

by approving relevent policies and plans. Secondly, the Board 

oversaw and monitored the execution of those plans by management. 

Mr. MS Ralebipi

Chairperson: RAL 

Board of Directors
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Thirdly, the Board fostered an accountability culture by means

of, among others, reporting and disclosure. These crucial 

imperatives were geared towards building a strong ethical and 

performance environment as well as achieving improved

overall performance. Apart from prioritising the stabilization

of RAL’s operations, the Board also redirected its focus towards 

ensuring that RAL adopts a pro-SMME procurement policy 

in line with the Provincial procurement framework.

The lifelong commitment to deliver a proper road network for

 Limpopo Province, requires that everyone be involved. The 

2017/18 financial year is remembered as the year when RAL

consciously took the partnership dimension to new heights. The 

Board dedicated the entire year towards strengthening existing

cooperation agreements as well as recruiting new partners into 

the RAL family. Through sustained political support from the 

Shareholder representation, RAL successfully opened new 

partnership frontiers. These efforts never went unrewarded. 

During the review period, RAL effectively signed a number of 

partnerships. This is a clear testimony that the RAL brand continues 

to generate positive feedback from our valued stakeholders 

and partners.  

However, this landmark victory never came cheap, rather great 

sacrifices were made. The first critical step towards achieving 

this reality was to strengthen RAL’s accountability and internal

control environment. The internal audit environment was 

restructured with the view to enhance its independence and 

performance. In addition, the Board adopted an assurance focus. 

The continuous improvement of audit outcomes witnessed since 

2014 serves as a confirmation of the impact of this strategic 

move. The second step involved adopting initiatives to rebuild 

RAL’s declining public trust. The Board correctly noticed that 

due to successive years of negative publicity, the public image 

of RAL was substantially tarnished. As a corrective measure, 

the Board spent the greater part of 2017/18 financial year 

rebuilding RAL’s tainted image. We understood the adverse 

effects triggered by negative publicity to RAL’s reputation in 

the eyes of the media, public and partners.

Since the Board successfully implemented the 2015 turnaround 

strategy, public trust in the RAL brand steadily improved. On 

behalf of the Board of Directors, I would like to express 

my heartfelt thanks to our MEC Ndalane for providing timeless 

political support and direction to the Board. My heartfelt 

thanks also goes to fellow Board members, our partners, 

management and all the employees for working tirelessly 

towards making RAL great again.
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Within a period of a year, RAL recorded outstanding results. 

From  interchangeably receiving adverse and disclaimer 

audit outcomes to an improved qualified audit opinion in 2015/16 

and unqualified one in 2016/17. I am happy to announce that the 

Board and management are still engaged with the process to 

address the R1.6 billion in irregular expenditure inherited 

between the 2007/8 and 2010/11  periods.  Since 2014, 

management observed that a huge vacancy rate in executive 

management, engineering, finance and supply chain negatively 

affected RAL’s ability to effectively deliver services.  However, 

over the past two years, the Board worked closely with 

management to effectively fill all vacant posts.

PART 6. OVERVIEW BY THE CHIEF EXECUTIVE OFFICER

This review period witnessed yet another distinguished 

performance by Roads Agency Limpopo (RAL). To us, 

receiving  an unqualified audit outcome for the second time in 

a row remains a great cause for celebration. Considering RAL’s 

troubled past,  this achievement is a clearer indication that RAL’s 

internal control environment has indeed come out of age. I am 

convinced that this historic performance marks the beginning of 

a new era for the Agency,  an era where ideals of accountable

 and servanthood leadership are consistently promoted. The 

2017/18 annual report is symbolic in a significant way. 

It is also coming at a time when South Africa’s economy is 

experiencing some sort of a rebirth owing to the positive 

effects of the new dawn message championed by President

Ramophosa. During the review period, RAL registered countless 

gains. In 2014, when the Board and Management took over, 

RAL was besieged by severe administrative and governance 

challenges. These challenges had an adverse bearing on RAL’s 

operations. The unpleasant state of affairs we inherited in 2015 

required joint effort to undo. With the support of the Board, we 

took measured steps aimed at steering the Agency out 

of the many challenges it was facing. The decisive actions and 

decisions adopted by the Board and management quickly paid off.

Mr. MP Matji

Chief Executive Officer
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Their contributions go a long way in funding some of the most 

economically viable roads in the Province. 

The economic and social significance of SMMEs to South Africa’s 

developmental agenda is well-documented. The war against the 

triple crisis of poverty, inequality and unemployment cannot be 

wo n  i f  a f f i r m a t i ve  m e a s u re s  to  c a p a c i t a te  S M M E s 

continue to receive insignificant support from public entities such 

as ours. RAL believes that the time has fully come to walk the talk 

and take concrete action that effectively advance SMME 

development. As a good corporate citizen, RAL has the 

moral duty to assist the government in practically fulfilling its 

socio-economic transformation vision. 

During the period under review, RAL proved that empowerment 

of SMMEs is central to its success. Throughout all construction 

projects, contractors were enforced to spend 30% of the total 

contract value to empower SMMEs. A further 10% was reserved for 

hiring local labourers. This is a permanent phenomenon that 

we cannot compromise on. Through these customised 

interventions, we have already created 553 full time equivalent 

jobs. In addition, 731 locals received accredited training in 

various construction related trades. 

 

Lastly, I want to once again thank the Board, our partners, 

members of management and the employees for working 

diligently towards strengthening our performance environment.

16

The greater part of the reporting period focused on the vigorous 

implementation of the turnaround strategy adopted in 2015. The 

appropriate implementation of this strategy effectively set RAL on 

the path of sustainable service delivery. It is without doubt that RAL 

is fast turning a new page against decades of mismanagement and 

organisational instability. The Agency is truly regaining its rightful 

place in South Africa. Apart from recruiting highly competent 

engineers, we will strengthened our supply chain and financial 

management capabilities. Furthermore, we successfully restructured 

our contractor monitoring mechanisms. Our greatest challenge 

remains to protect these hard won gains by keeping the current 

spirit of excellence alive.  

I want to take this opportunity to salute the brave men and 

women at RAL who sacrificially devoted their energies toward 

ensuring that RAL is put back on the permanent path of a 

rebound. It is through these dedicated employees that a solid 

culture of breakthrough performance was cultivated. Our good 

relationship with the private sector serves as valid proof that our 

efforts to strengthen the Agency’s partnership environment is 

paying dividends. No private sector partner would want to 

associate with an organisation plagued by a history of 

mismanagement and negative publicity. Through improved 

cooperation with our strategic partners, RAL successfully raised 

close to half a billion Rands from partners. This is a huge 

achievement by any measure. We want to appreciate the 

support that we continue to receive from our valued strategic 

partners. 
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EXECUTIVE MANAGEMENT

Mr. MP Matji

Chief Executive Officer
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1. SITUATION ANALYSIS

1.1 Service Delivery Environment

The province currently has 19 997 kilometres (km) of roads, of which 

6 179 km is tarred and 13 818 km is gravel. The Agency obtains 

its revenue from the Provincial Road Maintenance Grant (PRMG), 

as well as equitable share. Despite the constrained annual allocation 

of funds, RAL is committed to working tirelessly to eradicate the 

backlog of gravel or dirt provincial roads in Limpopo. In this regard, 

RAL has secured strategic partnerships in an effort to raise additional 

funds to supplement its allocation.

Due to budgetary constraints, the road network in the Limpopo 

Province has been deteriorating. Insufficient funds for maintenance 

has led to a disintegration of roads. However, RAL endeavours to 

execute its mandate within the available financial resources. The 

Agency has successfully completed the construction of new roads 

and those roads have had a positive impact on the economy of the 

Limpopo province in terms of facilitation of business transportation 

of goods and services, procuring goods and services from SMMEs in 

project areas, and employing local labour from affected communities.

The Board has approved the revised organogram of RAL 

in January 2017 to ensure that the Agency is attracting 

qualified and experienced employees. The purpose of 

revising the organogram was to make sure that RAL is 

well positioned to fulfil its service delivery mandate.

1.2 Key policy developments and legislative changes

There have been no significant changes to the institution’s 

legislative and other mandates in the Financial Year under 

review, save for the introduction of the King IV Report on 

Corporate Governance at the end of the Financial Year.
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2. PERFORMANCE INFORMATION 

1. LEGISLATIVE AND REGULATORY PERFORMANCE REPORTING    
   FRAMEWORK

The purpose of this report is to apprise RAL’s stakeholders about the 

Agency’s performance for the year under review and to report 

on the performance of the entity, as measured against the 

pre-determined objectives, as set out in the Strategic Plan and 

Annual Performance Plan (APP) for the 2017/18 Financial Year.

Section 195 of the constitution requires the government and its 

entities to use their resources efficiently, economically, and 

effectively, to run a developmental oriented public administration, 

to run an accountable public administration and provide timely, 

accessible and accurate information.

The accounting authority of a public entity is required, in terms 

of section 55(1) (d) (i) of the Public Finance Management Act 1 of 

1999 (PFMA) and article 28.2 of the Treasury Regulations to, inter 

alia, submit an annual report five (5) months after the end of a 

f i nanc i a l  ye a r  to  the  E xe cu t i ve  Autho r i t y  a nd  to  the 

Auditor-General South Africa.

2. PROGRESS ON NON-FINANCIAL PERFORMANCE 
    TARGETS

In terms of the set annual targets which are outlined in the APP, 

there are specific areas in which the entity exceeded its targets 

and areas where there was under-performance. In the period 

from 1 April 2017 to 31 March 2018, a total of 75 targets were set. 

Out of 75 targets, fifty-four (54) were achieved and twenty-one 

(21) were not achieved.
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PROGRAMME 1: ADMINISTRATION 

The purpose of the programme is to provide the support required in order to effectively manage and deliver efficient service to the 
people of Limpopo.

23
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PROGRAMME 1: ADMINISTRATION 
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PROGRAMME 1: ADMINISTRATION 
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PROGRAMME 1: ADMINISTRATION 
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PROGRAMME 1: ADMINISTRATION 
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PROGRAMME 1: ADMINISTRATION 
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PROGRAMME 1: ADMINISTRATION 

30
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TRANSPORT INFRASTRUCTURE: PROGRAMME 2

The purpose of the programme is to promote accessibility and the safe affordable movement of people, goods and services through the 
delivery and maintenance of Roads infrastructure that is sustainable, integrated and environmentally sensitive, and supports economic 
growth of the Province.
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TRANSPORT INFRASTRUCTURE: PROGRAMME 2
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TRANSPORT INFRASTRUCTURE: PROGRAMME 2
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TRANSPORT INFRASTRUCTURE: PROGRAMME 2

NB: The following Sub-programme Strategic Objectives were added to the Annual Performance Report because they were not included 

in the Annual Performance Plan:

2.3 To maintain a system of Internal Audit under the control and direction of the Audit and Risk Committee.

2.1 To create and maintain effective organisational structure.

2.1 To develop a Communication Strategy.

  

2.1 To implement and maintain IT Strategy as a control framework.
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Roads Agency Limpopo (SOC) Ltd

ANNUAL REPORT PERFORMANCE INFORMATION: 01 April 2017 to 31 March 2018

OFFICIAL SIGN OFF 

It is hereby certified that this Consolidated Performance Information:

•	 Was developed by the management of Roads Agency Limpopo under the guidance of the Chief Executive Officer,

•	 Was prepared in line with the approved Quarterly Performance Reports for the Financial Year 2017/18,  

•	 Was verified by the Chief Executive Officer and found reliable, accurate, complete and valid.

MASELAGANYE PETRUS MATJI PR. CPM
CHIEF EXECUTIVE OFFICER
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2. PERFORMANCE INFORMATION

1. CORPORATE GOVERNANCE

The Board of Directors, with the assistance of the Company 
Secretary is reponsible for setting the right ethical tone 
conducive to Corporate Governance.

2. PORTFOLIO COMMITTEES

Roads Agency Limpopo is, from time to time, expected to 
account to the Portfolio Committee on Public Works, Roads and 
Infrastructure regarding the delivery of its mandate as stipulated 
in RAL’s founding Act.

3. SHAREHOLDERS ENGAGEMENT

The Member of Executive Council responsible for the Limpopo 
Provincial Department of Public Works, Roads and Infrastructure 
is the sole shareholder of the entity, on behalf of the Limpopo 
Provincial Government. On an annual basis, a Shareholders’ 
Compact is concluded between the shareholder and the entity in 
terms of which key deliverables are outlined, in conformity with RAL’s
Constitutive Act, Annual Performance Plan and Strategic Plan.
The shareholder holds the Board of Directors accountable for the 
implementation of the predetermined strategic objectives set 
out in the Annual Performance Plan. In this regard, RAL submits 
Performance Reports both on a quarterly and annual basis.
The quarterly performance reporting, as well as annual reporting 

requirements were complied with during the period under review.

4. THE ACCOUNTING AUTHORITY / BOARD

The Role of the Board

Board Members shal l  act joint ly as a col lect ive when 

discharging their duties and no Board Member shall have any 

authority to severally perform any act on behalf of RAL unless 

specif ical ly authorized or requested by the Board or 

authorised nominees of the Board. Board members shall be 

jointly accountable for the decisions of the Board. Board members 

have a fiduciary duty to act in the best interests of RAL, to act 

with utmost care and due diligence in discharging their 

duties and to avoid conflict of interest and declare any such 

conflict when it arise, and to account for any advantages gained 

in discharging their duties on behalf RAL. Board Members shall 

act with integrity and shall not misuse their positions to derive 

personal benefits in the scope of their directorship.

The Board will base its decisions on policy, strategy, facts, analysis 

and not on prejudice.

37
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5. COMPOSITION OF THE BOARD 2017/18

B. Iuris
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COMPOSITION OF THE BOARD 2017/18

Limpopo
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COMPOSITION OF THE BOARD 2017/18
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REMUNERATION OF THE BOARD

COMMITTEES OF THE BOARD
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6. RISK MANAGEMENT

The Board of Directors, as the authority accountable to the 

shareholder for the affairs of RAL, concerns itself with risk 

management.  In this regard, a process of risk management 

that  i s  a l igned  to  the  pr inc ip les  o f  good corporate 

governance, as supported by the Public Finance Management 

Act (PFMA), Act 1 of 1999, as amended, is subscribed to.

Risk management is  recognised as an integral  part of 

responsible corporate citizenship, as espoused in Principle 

11 of the King IV Report on Corporate Governance for South 

Afr ica,  2016 (“King IV Report”) .   RAL has adopted an 

integrated enterprise-wide risk management approach, 

which entails identifying, evaluating and monitoring risks 

associated with the nature of the business of RAL, and 

employing appropriate treatment plans to mitigate the 

probability of the risks materialising.

The position of Senior Manager: Risk and Compliance has been 

newly created by the entity as part of its commitment to risk 

management, and the incumbent, Mr. Komane Maphutha, 

assumed his duties with effect from 1st March 2017. The features 

of this process are outlined in the Agency’s Risk Management 

Strategy.  All risk owners responsible for the strategic, 

operational and fraud risks are expected to employ all their 

endeavours to ensure that risks are mitigated to reduce the 

likelihood of those risks materialising.

The creation of this unit was necessitated by the provisions of 

section 51(1) of the Public Finance Management Act, which 

requires the accounting authority (the Board of Directors) for a 

public entity to ensure that the entity has and maintains 

effective, efficient and transparent systems of financial and risk 

management and internal control. Regulation 27.2 of the 

Treasury Regulations also requires that the Board of Directors 

ensures that risk assessment is conducted on a regular basis to 

identify emerging risks of the public entity, and to then develop 

a risk management strategy, which incorporates a fraud 

prevention plan, to mitigate risk and to deter fraud.

Effective risk management is imperative to the Agency to fulfill 

its mandate and the service delivery expectations of the public 

and the performance expectations within the Agency.  To this 

end, a risk management strategy, as well as a fraud prevention 

and anti-corruption policy have been developed and approved 

by the Board of Directors.

The realization of our strategic plan depends on RAL being able 

to take calculated risks in a way that does not jeopardize the 

direct interests of stakeholders. Sound management of risk will 

enable RAL to anticipate and respond to changes in our service 

delivery environment, as well as make informed decisions under 

conditions of uncertainty.
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During the reporting period, the newly created Enterprise-wide 

Risk and Compliance unit has successfully managed to show 

exponential growth from an infancy level to maturity within one 

financial year.  The unit has identified all strategic and operational 

risks and developed registers for the two classes of risks that 

have the potential to affect RAL, and mitigating measures have 

been put in place to reduce the exposure of RAL to these risks, 

in order to reduce the likelihood of this risks occurring.

The unit reported to the Audit & Risk Committee, on a quarterly 

basis, on the management of identified risks, as well as the 

effectiveness of the treatment plans that have been put in place 

to mitigate those risks.

7. PROACTIVE ASSURANCE AND INTERNAL CONTROL UNIT

Housed in the Finance unit of RAL, is the Proactive Assurance 

and Internal Control division which provides assurance, ensures 

that the Auditor-General Audit Action Plan is adhered to and 

that findings raised in the external audit are resolved.  

Also performed in the division, is the function of ensuring that in 

procuring goods and services, the procurement checklist is complied with. 

In order to meet its responsibility with respect to providing 

reliable financial information, RAL maintains financial and 

operational systems of internal control.

These controls are designed to provide reasonable and reliable 

assurance that transactions are concluded in accordance with 

prescribed legislative and regulatory requirements, that the 

assets are adequately safeguarded against material loss 

resulting from unauthorised acquisition, use, or disposal and 

those transactions are properly authorised and recorded.

INTERNAL AUDIT

RAL’s Internal Audit Unit works closely with the Proactive 

Assurance and Risk Management Units in order to ensure a 

combined assurance model that is risk-based and integrated.  

The Internal Audit Unit is governed by its charter which is 

reviewed and concluded with the Audit & Risk Committee of the 

Board of Directors on an annual basis.  In addition to the 

Internal Audit Charter, the activities of the unit are set out in 

the 5 Year Rolling Internal Audit Plan, and for the financial year 

under review, an annual Internal Audit Plan was approved by the 

Audit & Risk Committee.

In terms of the Internal Audit Plan for the 2017/18 financial year 

that was approved at the commencement of the year, fourteen 

(14) Internal Audit projects were planned.  However, only eleven 

(11) have been finalised and three (3) projects have been 

deferred to 2018/2019 financial year.
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IMPLEMENTATION

Eighty (80) findings were reported in previous audits, twenty-nine (29) 
of which have been resolved during the year and thirty-five (35) are in 
progress. The implementation rate is thirty-six (36%) percent. 
Management has commenced with processes/action to resolve the 
reported findings.

The Internal Audit unit has performed an independent overall 

assessment of internal controls, in terms of which a statement 

was issued that the controls are adequate, albeit not effective 

enough.

During the 2017/18 financial year the unit adhered to the Institute 

of Internal Auditors (IIA) Standards and Code of Ethics.  The unit 

submitted activity reports to the Audit & Risk Committee on a 

quarterly basis.

AUDIT & RISK COMMITTEE

The Audit & Risk Committee exercised an oversight 

and monitoring function, as required by its Terms of 

Reference.  The Committee held its quarterly sittings for 

the purpose of considering all statutory submissions to 

the shareholder and to the Limpopo Provincial Treasury. 

COMPLIANCE WITH LAWS AND REGULATIONS

Crucial pieces of legislation that govern and regulate the 

Agency’s operations are, inter al ia,  the Public Finance 

Management Act 1 of 1999, the Companies Act 71 of 2008 and 

the Limpopo Province Roads Agency Proprietary Limited and 

Provincial Roads Act 7 of 1998, as amended.  The regulatory 

framework comprises the King IV Code, Treasury Regulations, 

and the Protocol on Corporate Governance in the Public Sector.  

RAL has the responsibility to comply with all applicable laws 

and regulations.

5
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8. FRAUD AND CORRUPTION

Roads Agency Limpopo use the Premier’s Fraud and Corruption 

hotline, which is a platform on which concerns relating to fraud 

and breaches of ethical codes can be reported. The Hotline is a 

telephonically operated tool which employees and concerned 

citizens can freely use to report any fraud and corruption 

activities on an anonymous basis. This hotline has been effective 

since 2011, and the hotline number is 0800 864 729.

Furthermore, the Agency, in its procurement processes, 

continues, to give due regard to the provisions set out in the 

Public Finance Management Act of 1999, Treasury Regulations 

and Framework for Supply Chain Management and related 

pieces of legislation.

The Fraud Prevention and Anti-Corruption Policy approved by 

the Board of Directors, was implemented throughout the 

financial year being reported on.

9. MINIMISING CONFLICT OF INTEREST

The approved Conflict of Interest Policy has been uploaded on 

the intranet of RAL, for ease of reference by all employees and 

forms are circulated to employees at the commencement of 

each financial year requesting employees to declare any direct 

or direct personal financial interest they may have in the 

business of RAL.  In addition to the annual declarations of 

interest, employees are required to declare any personal 

f inanc ia l  in terest ,  as  and when such interest  ar i ses .  

All declarations made by employees must be submitted to the 

Chief Executive Officer for approval, and the Chief Executive 

officer submitted his declaration for approval to the Board of 

directors.

10. CODE OF CONDUCT

RAL operates on a solid policy platform that covers all areas of 

the Agency. The Board pays attention to the effectiveness and 

relevance of pol ic ies ,  considering al l  pol ic ies before 

implementation, including ensuring that management complies 

with relevant laws and regulations.   The Social and Ethics 

Committee of the Board of Directors has been entrusted with 

the responsibility of ensuring that employees adhere to the 

approved code of conduct and that employees conduct 

themselves in an ethical manner in the scope of their employment.

11. HEALTH, SAFETY AND ENVIRONMENTAL ISSUES

Th e  Ag e n c y  e n s u re s  t h a t  a l l  t h e  p ro j e c t s  t h a t  a re 

implemented comply with all the statutory requirements of 

Environmental Management, Health & Safety regulations. This is 

done by ensuring that all projects have environmental 

authorizations and permits from stakeholder departments. In 

addition, we also ensure that there is compliance monitoring for 

appointed contractors to meet the Safety, Health and 

Environmental Management obligations.
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The major challenge during execution of projects is the land 

ownership disputes in the borrow pits areas and this is addressed

by strictly adhering to the provisions of the law and intensive 

stakeholder engagement processes with the Social and 

Institutional Development (S.I.D) unit at RAL. The process of 

s takeho lder  engagement  ensures  that  in format ion 

dissemination on projects is done throughout the project cycle 

in order to create awareness within communities and amongst 

project participants.

12. COMPANY SECRETARY

Ms T.C. Kekana is the appointed Company Secretary of Roads 

Agency Limpopo.

13. SOCIAL RESPONSIBILITY

The Agency offers bursaries to disadvantaged students pursuing 

Civil Engineering and Construction related qualifications and 

Learnership Programme. Upon completion of their studies, bursary 

holders are offered an opportunity for experiential training. 

Where possible the Agency has been able to absorb some 

graduates, who were part of the learnership programme and 

who have successfully completed their studies.

Furthermore, RAL requires that on every road infrastructure 

construction project, 30% of the contract value is awarded to 

local SMMEs and that the contractor employs labour from 

communities in the project area.  The local labourers and SMMEs 

are equipped with invaluable skills, through training programmes 

facilitated by RAL, through accredited skills transfer programmes.  

14. AUDIT & RISK COMMITTEE REPORT

The Audit & Risk Committee is pleased to present its report 

for the financial year ended 31 March 2018. The Committee 

has adopted appropriate formal terms of reference which are 

outlined in the Audit Committee Charter. The Committee has 

discharged its fiduciary duties in conformity with this charter 

and has executed all its delegated responsibilities as contained 

therein namely:

• reviewing the internal control structure, including 

   financial controls and accounting systems, as well as 

   evaluating whether the system of internal control is adequate 

   to manage critical risks;

• reviewing the internal audit function, including its written 

  charter, objectives, goals and staffing plans, as well as 

  evaluating whether the function is performed satisfactorily;

• ensuring that systems are in place to identify risks, and that 

   treatment plans are put in place to mitigate any such risks;

• evaluating whether management demonstrates and stimulates  

   the necessary respect for the internal control structures;

• overseeing and managing the total internal audit function to 

   ensure that:

    - the internal audit performance goals are achieved;

    - risks are identified;

    - specific issues requiring attention are highlighted;
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15. Audit & Risk Committee Members:

The Audit & Risk Committee consisted of the independent 

members l isted hereunder. The Committee convened 9 

meetings during the 2016/17 financial year. The Audit & Risk 

Charter requires that the Committee meets at least 4 times per 

annum, to ensure that all the statutorily required submissions 

that have to be submitted on a quarterly basis, are considered 

and approved prior to submission.  

Audit & Risk Committee Responsibility

The Audit & Risk Committee reports to have adopted 

appropriate formal terms of reference in its charter, in 

conformity with the provisions of Principle 8, Recommended 

Practice 51-59 of the King IV Code of Corporate Governance 

and section 94 of the Companies Act 71 of 2008.

The Committee exercised oversight over the effectiveness of 

the internal controls, assurance functions, as well as the 

integrity of the Annual Financial Statements and Annual 

Performance Report.

Furthermore, the Committee monitored the governance of 

financial, operational and strategic risks of RAL. 

Name of member Number of meetings 
attended

Ms. M.G. Mokoka
Independent Chairperson: Audit & Risk Committee 9

Mr. G.M. Maluleke
Independent Audit & Risk Committee Member 8

Mr. Z. Samsam
Independent Audit & Risk Committee Member   8
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Audit and Risk Committee ensures that Internal Audit Unit performs its responsibility by:

•	 Reviewing competence and qualifications of the Internal Audit Function, including reviewing and concurring with the 

          appointment and dismissal of the Internal Audit service provider;

•	 Reviewing the plans and budgets of the Internal Audit Function. Ensure that the plan addresses the high risk areas and that  

           adequate resources are available;

•	 Reviewing audit results and action plans of management;

•	 Reviewing the effectiveness of the Internal Audit Function;

•	 Ensuring that Internal Audit work is coordinated with External Audit to ensure little or no duplication of work and coverage;

•	 Receiving and reviewing quarterly progress reports submitted by the internal audit function;

•	 Reviewing the Annual Risk Assessment process and prioritisation of major risks identified.

Evaluation of Annual Financial Statements

We have:

•	 Reviewed and discussed the Annual Financial Statements to be included in the Annual Report, with the Auditor-General and 

          the Internal Auditors;

•	 Reviewed the Auditor-General of South Africa’s management letter and management’s response thereto;

•	 Reviewed changes in accounting policies and practices;

•	 Reviewed the International Marketing Council compliance with legal and regulatory provisions;

•	 Reviewed significant adjustments resulting from the audit.

Auditor General of South Africa

We have met with the Auditor-General of South Africa to ensure that there are no unresolved issues.

Ms. M.G. Mokoka CA(SA)
Chairperson of the Audit and Risk Committee
Roads Agency Limpopo
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PART D | HUMAN RESOURCE MANAGEMENT
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1. HUMAN RESOURCE OVERSIGHT STATISTICS

The Board, with the expertise of the Audit & Risk Committee, 

has employed all its endeavors in strengthening internal 

controls to optimize its oversight function. Resolutions of 

AGSA’s Audit Findings particularly as relates to property, 

plant & equipment and irregular expenditure, were the primary 

focus of the RAL management team.

RAL leadership (Board & CEO) regard the employees of RAL 

as its necessary Intellectual Capital charged with the task of 

executing the strategy of the entity. RAL has completed skills 

aud i t  to  ident i fy  gaps  in  i t s  sk i l l s  base  and prov ide 

correct ive  t ra in ing and deve lopment  to  ensure  that 

employees are equipped with necessary skills to fulfil their 

contractual responsibilities and to create an enabling learning 

environment by partnering with Construction Seta and other 

service providers to train RAL staff.

RAL also encourages and supports all staff to upgrade their 

qualifications and make RAL a learning Organisation which 

strives for excellence. The CEO encourages staff to register 

wi th  profess iona l  organ isat ions  for  the  purposes  of 

cont inuous profess ional  development and for  eth ica l 

considerations.
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Personnel Cost by programme/ activity/ objective
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Personnel cost by Salary Band

Productivity Bonus
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Training Costs

Employment and Vacancies

NB: the number of approved posts above excludes interns.

84

03
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Employment and Vacancies

Reasons for staff leaving
Employment Changes

23
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Labour Relations: Misconduct and disciplinary action

2. EMPLOYMENT EQUITY

Equity Targets and Employment Equity Status
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* The Agency has met its employment equity targets in terms of representation of women in top and senior 

   management. The Agency intends to satisfy its employment equity needs in the 2018/19 financial year. 
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PART E | FINANCIAL INFORMATION
Annual Financial Statements
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Roads Agency Limpopo (SOC) Ltd 
(Registration Number 2001/025832/07)
Financial Statements for the year ended 31 March 2018

Directors’ Responsibilities and Approval

The Board of Directors is required by the Public Finance 

Management Act 1 of 1999, as amended (PFMA), to maintain 

adequate accounting records and is responsible for the 

preparation and integrity of the audited annual financial 

statements and related financial information included in this 

annual report. It is the responsibility of the Board of Directors 

to ensure that audited annual financial statements fairly 

represent the state of affairs of Roads Agency Limpopo (SOC) 

Ltd as at the end of the financial year and the results of its 

operations and cash flows for the period ended.

These f inancial  statements have been prepared using 

appropriate accounting policies, supported by reasonable 

and prudent judgment and estimate, in conformity, in all 

material respects with South African Standards of Generally 

Recognised Accounting Practice (SA Standards of GRAP).

The d i rectors  acknowledge that  they are  u l t imate ly 

responsible for the system of internal controls established by 

the entity and place considerable importance on maintaining 

a strong control environment. 

To enable the directors to meet these responsibilities, the 

board sets standards of internal control aimed at reducing the 

risk of error or deficit in a cost-effective manner.

The standards include the proper delegation of authority 

within a clearly defined framework, accounting procedures 

and adequate segregation of duties to ensure acceptable 

levels of risk. These controls are monitored throughout the 

entity and employees are required to maintain the highest 

ethical  standards in ensuring the entity’s  business is 

conducted in a manner that in all reasonable circumstances is 

above reproach. The focus of r isk management in the 

entity is on identifying, assessing, managing and monitoring 

all known risk across the entity. While operating risk cannot 

be fully eliminated, the entity endeavours to maintain it by 

ensuring that appropriate infrastructure, control, systems and 

ethical behaviours applied and managed within predetermine 

procedures and constraints.

The Board of Directors is of the opinion that the financial 

statements fairly represent the financial position of Roads 

Agency Limpopo (SOC) Ltd. 
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The Auditor-General South Africa, who are the independent 

auditors of Roads Agency Limpopo (SOC) Ltd, are engaged 

to express an opinion on the annual financial statements and 

were given unrestricted access to all financial records and 

related data, including minutes of the Board of Directors, 

the Committees of the Board and the management of the 

Roads Agency Limpopo (SOC) Ltd.

The Board of Directors has no reason to believe that all 

representations made to the independent auditors during the 

audit are not valid and appropriate. The Board of Directors 

further accepts responsibi l ity for the maintenance 

ofaccounting records which may be relied upon in the prepara-

tion of the financial statements, as well as adequate systems of 

internal financial control.

 

Mr. M.P. Matji Pr.CPM
Chief Executive Officer                         

31 July 2018  

The audited annual financial statements have been prepared on 

the basis of that the Agency will continue to operate the 

business as a going concern. The Board of Directors is of the 

opinion that the Roads Agency Limpopo (SOC) Ltd has 

adequate resources to continue with operations in the next 

financial year and that the realisation of assets and settlement of 

liabilities, contingent obligations and commitments will occur in 

the ordinary course of business.

The Annual Financial Statements of Roads Agency Limpopo 

(SOC) Ltd which appear on pages 79 to 138 were approved by 

the Board of Directors and are signed on their behalf by:

                 

                          

                                                Mr. M.S. Ralebipi
                                                Chairperson: Board of Directors 

                                                31 July 2018
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Ms. M.G. Mokoka CA (SA)
Chairperson: Audit & Risk 

Committee

31 July 2018
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Report of the auditor-general to the Limpopo Provincial Legislature on the Roads Agency Limpopo SOC Ltd

Report on the audit of the financial statements

Opinion

1.	 I have audited the financial statements of the Roads Agency Limpopo SOC Ltd set out on pages 80 to 138, which comprise the statement of financial 
position as at 31 March 2018, the  statement of financial performance, statement of changes in net assets, cash flow statement and the statement 
of comparison of budget and actual information for the year then ended, as well as the notes to the financial statements, including a summary of 
significant accounting policies. 

2.	 In my opinion, the financial statements present fairly, in all material respects, the financial position of the Roads Agency Limpopo (SOC) Ltd as at 
31 March 2018, and its financial performance and cash flows for the year then ended in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP), and the requirements of the Public Finance Management Act of South Africa, 1999 (Act 
No.1 of 1999) (PFMA) and the Companies Act of South Africa, 2008 (Act No. 71 of 2008) (Companies Act). 

Basis for opinion

3.	 I conducted my audit in accordance with the International Standards on Auditing (ISAs). My responsibilities under those standards are further 
described in the auditor-general’s responsibilities for the audit of the financial statements section of this auditor’s report. 

4.	 I am independent of the entity in accordance with the International Ethics Standards Board for Accountants’ Code of ethics for professional ac-
countants (IESBA code) and the ethical requirements that are relevant to my audit in South Africa. I have fulfilled my other ethical responsibilities in 
accordance with these requirements and the IESBA code.

5.	 I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my opinion.
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Material uncertainty relating to financial sustainability

6.	 I draw attention to the matter below. My opinion is not modified in respect of this matter.

7.	 Material uncertainty relating to financial sustainability in note 31 to the financial statements indicates that the public entity incurred a deficit of R917 
066 000 (2017: R1 583 650 000) during the year ended 31 March 2018 and, as of that date, the public entity’s current liabilities exceeded its 
current assets by R270 032 000 (2017: R298 525 000)

Emphasis of matters

8.	 I draw attention to the matters below. My opinion is not modified in respect of these matters.

Restatement of corresponding figures 

9.	 As disclosed in note 29 to the financial statements, the corresponding figures for 31 March 2017 were restated as a result of an error in the financial 
statements of the entity at, and for the year ended, 31 March 2018 

Significant uncertainty 

10.	With reference to note 26 to the financial statements, the entity is the defendant in damage of property and land claim lawsuits. The public entity is 
opposing the claims, as it believes that the claims are fraudulent. The ultimate outcome of the matter could not be determined and no provision for 
any liability that may result was made in the financial statements.

Responsibilities of accounting authority for the financial statements

11.	The board of directors, which constitutes the accounting authority is responsible for the preparation and fair presentation of the financial statements 
in accordance with the SA Standards of GRAP and the requirements of the PFMA and Companies Act, and for such internal control as the 
accounting authority determines is necessary to enable the preparation of financial statements that are free from material misstatement, whether 
due to fraud or error.

12.	In preparing the financial statements, the accounting authority is responsible for assessing the company’s ability to continue as a going concern, 
disclosing, as applicable, matters relating to going concern and using the going concern basis of accounting unless the accounting authority either 
intends to liquidate the entity or to cease operations, or has no realistic alternative but to do so.
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Auditor-general’s responsibilities for the audit of the financial statements

13.	My objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether 
due to fraud or error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance, but is not a 
guarantee that an audit conducted in accordance with the ISAs will always detect a material misstatement when it exists. Misstatements can arise 
from fraud or error and are considered material if, individually or in aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements. 

14.	A further description of my responsibilities for the audit of the financial statements is included in the annexure to this auditor’s report.

Report on the audit of the annual performance report

Introduction and scope

15.	In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and the general notice issued in terms thereof, I have 
a responsibility to report material findings on the reported performance information against predetermined objectives for selected programmes presented 
in the annual performance report. I performed procedures to identify findings but not to gather evidence to express assurance.

16.	My procedures address the reported performance information, which must be based on the approved performance planning documents of the entity. I 
have not evaluated the completeness and appropriateness of the performance indicators included in the planning documents. My procedures also 
did not extend to any disclosures or assertions relating to planned performance strategies and information in respect of future periods that may be 
included as part of the reported performance information. Accordingly, my findings do not extend to these matters. 

17.	I evaluated the usefulness and reliability of the reported performance information in accordance with the criteria developed from the performance 
management and reporting framework, as defined in the general notice, for the following selected programme presented in the annual performance 
report of the entity for the year ended 31 March 2018:

Objectives Pages in the annual performance report

Programme 2 – transport infra-
structure 

13  – 16
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18.	I performed procedures to determine whether the reported performance information was properly presented and whether performance was 
consistent with the approved performance planning documents. I performed further procedures to determine whether the indicators and related 
targets were measurable and relevant, and assessed the reliability of the reported performance information to determine whether it was valid, 
accurate and complete.

19.	The material findings in respect of the usefulness and reliability of the selected programme are as follows:

Programme 2 – Transport infrastructure 

Various objectives

20.	The strategic objectives approved in the strategic plan / annual performance plan differed from the objectives reported in the annual performance 
report (APR), as listed below.
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Planned strategic objectives

per annual performance plan

Reported strategic objectives

per Annual performance report

Sub-programme: Internal audit
  2.3 To create sustainable and effective ERM culture that improves the likelihood of 

achieving RAL objectives
Sub programme: Human resources management
  2.1 To create and maintain effective organisational structure
Sub-programme: Communication
  2.1 To develop a communication strategy
Sub programme: Information technology
  2.1 To implement and maintain IT strategy as a control framework
Sub-programme: Administration 

  goal 3: To facilitate and maintain the consolidation of resources to stimulate economic 
growth through partnerships
3.1 To secure donor funding through strategic partnerships from public and private sector

  3.2 To enhance research and development and innovation initiatives that support road 
infrastructure delivery

  3.3 To raise finance for road infrastructure upgrade and partnerships for asphalt plant or 
aggregates

  Goal 4: To create and maintain an effective and efficient organisational structure
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Various indicators 

21.	The source information, evidence and method of calculation for achieving the planned indicator was not clearly defined. In addition, the systems 
and processes that enable reliable reporting of achievement against the indicator were not adequately designed. This was due to a lack of proper 
performance management systems and processes that predetermined how the achievement would be measured, monitored and reported.

Reported indicators per APR

RAL approved projects list- 2018-19
Conducting visual assessments on all paved roads (6 075 km) annually
Conducting visual assessments on all gravel roads (14 118 km) every 3 years as required by DoRA
Conducting visual assessments on all bridges (733 no) every 5 years as required by DoRA
Number of km of gravel roads surfaced
Number of lane km of surfaced roads rehabilitated
Number of m2 of surfaced roads resealed
Number of bridges completed
Number of applications processed (in compliance with RAL standards)
Quarterly stakeholder consultation reports
Number of FTE (full time equivalent) jobs created
Amount (rand) spent on employing labour
Amount paid to SMMEs contracted and subcontracted
No. of local workers trained
Developing of project designs – 2018-19
Updating the upgrading master plan annually
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Reported indicators per APR

Updating the maintenance plan annually
Conduct quality assurance audits (independent) on all completed projects 2016-17 financial year
Number of S.H.E compliance reports submitted in compliance with RAL standards
Development and updating of borrow pit management policy.
Update database for emerging contractors and subcontractors
Develop and updating of policy on the management of road reserves

Various indicators 

22.	The planned target for this indicator was not specific, in clearly identifying the nature and required level of performance, and measurable. In ad-
dition, the systems and processes that enable reliable reporting of achievements against the indicator were not adequately designed within the 
technical indicators description.

Reported indicators per APR Reported actual achievement per APR

Conducting visual assessments on all 
paved roads (6 075 km) annually

Report

Conducting visual assessments on all 
gravel roads (14 118 km) every 3 years 
as required by DoRA

Report

Conducting visual assessments on 
all bridges (733 no) every 5 years as 
required by DoRA

Report

Updating the upgrading master plan 
annually

Report

Updating the maintenance plan annually Report
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Conduct quality assurance audits (in-
dependent) on all completed projects 
2016-17 financial year

1 Report

Development and updating of borrow 
pit management policy.

1

Various indicators 

23.	The entity did not have an adequate record keeping system to enable reliable reporting on the achievement of the indicators listed below. As a 
result, I was unable to obtain sufficient appropriate audit evidence in some instances, while in other cases the supporting evidence provided did 
not agree with the reported achievements. Based on the supporting evidence that was provided, the achievement of these indicators differed from 
the reported achievement in the APR. I was also unable to further confirm the reported achievements by alternative means. Consequently, I was 
unable to determine whether any further adjustments were required to the reported achievements of the indicators listed below.
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Other matters

24.	I draw attention to the matters below. 

Achievement of planned targets

25.	Refer to the annual performance report on pages 20 to 35 for information on the achievement of planned targets for the year. This information 
should be considered in the context of the material findings on the usefulness and reliability of the reported performance information in paragraphs 
20 to 23 of this report.

Adjustment of material misstatements

26.	I identified material misstatements in the annual performance report submitted for auditing. These material misstatements were on the reported 
performance information of programme 2 – transport infrastructure. As management subsequently corrected only some of the misstatements, 
I raised material findings on the usefulness and reliability of the reported performance information. Those that were not corrected are reported 
above.

Report on the audit of compliance with legislation

Introduction and scope

27.	In accordance with the PAA and the general notice issued in terms thereof, I have a responsibility to report material findings on the compliance of 
the entity with specific matters in key legislation. I performed procedures to identify findings but not to gather evidence to express assurance. 

28.	The material findings on compliance with specific matters in key legislations are as follows:
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Annual financial statement and annual report

29.	The financial statements submitted for auditing were not prepared in accordance with the prescribed financial reporting framework and supported 
by full and proper records, as required by section 55(1) (a) and (b) of the PFMA.

Material misstatements of non-current assets, current assets liabilities, revenue, expenditure and disclosure items identified by the auditors in the 
submitted financial statement were corrected and the supporting records were provided subsequently, resulting in the financial statements receiving 
an unqualified audit opinion.

 Expenditure management

30.	Effective and appropriate steps were not taken to prevent irregular expenditure amounting to R235 268 000, as disclosed in note 33 to the annual 
financial statements, as required by section 51(1)(b)(ii) of the PFMA. The majority of the irregular expenditure was caused by non-compliance with 
supply chain management regulations, policies and procedures.

31.	Expenditure was incurred without an approved budget or in excess of the approved budget, in contravention of section 53(4) of the PFMA.

Procurement and contract management

32.	Some of the contracts were awarded to bidders based on preference points that were not calculated in accordance with the requirements of the 
Preferential Procurement Policy Framework Act and its regulations. 

33.	Some of the contracts were awarded to bidders that did not score the highest points in the evaluation process, as required by section 2(1)(f) of 
Preferential Procurement Policy Framework Act and Preferential Procurement Regulations.Other information

34.	The accounting authority is responsible for the other information. The other information comprises the information included in the annual report, 
which includes the directors’ report, the audit committee’s report and the company secretary’s certificate as required by the Companies Act. The 
other information does not include the financial statements, the auditor’s report and those selected programmes presented in the annual 
performance report that have been specifically reported in this auditor’s report. 

35.	My opinion on the financial statements and findings on the reported performance information and compliance with legislation do not cover the other 
information and I do not express an audit opinion or any form of assurance conclusion thereon.
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36.	In connection with my audit, my responsibility is to read the other information and, in doing so, consider whether the other information is materially 
inconsistent with the financial statements and the selected programmes presented in the annual performance report, or my knowledge obtained 
in the audit, or otherwise appears to be materially misstated.

37.	I did not receive the other information prior to the date of this auditor’s report. After I receive and read this information, and if I conclude that there 
is a material misstatement, I am required to communicate the matter to those charged with governance and request that the other information be 
corrected. If the other information is not corrected, I may have to retract this auditor’s report and re-issue an amended report as appropriate. 
However, if it is corrected this will not be necessary.

Internal control deficiencies

38.	I considered internal control relevant to my audit of the financial statements, reported performance information and compliance with applicable 
legislation; however, my objective was not to express any form of assurance on it. The matters reported below are limited to the significant inter-
nal control deficiencies that resulted in the findings on the annual performance report and the findings on compliance with legislation included in 
this report. 

Leadership

39.	The entity developed a plan to address internal and external audit findings, but the appropriate level of management did not monitor adherence to 
the plan in a timely manner. This resulted in non- compliance with applicable legislation and gave rise to irregular expenditure.

Financial and performance management

40.	Effective performance processes and procedures, and their management, had not been adequately developed and implemented because of the 
slow response to the previous year’s audit findings. The implementation of monthly controls designed for the entity ‘s business process could 
have prevented misstatements in the submitted annual financial statements as well as prevented non - compliance with legislation.
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Other reports

41.	I draw attention to the following engagements conducted by various parties that had or could have an impact on the matters in the entity’s financial 
statements, reported performance information and compliance with applicable legislation and other related matters. These reports did not form part 
of my opinion on the financial statements or my findings on the reported performance information or compliance with legislation. 

42.	The Special Investigation Unit (SIU) is currently investigating matters pertaining to supply chain management as well as project-related 
expenditure that arose from 01 January 2009 to 20 April 2018. The outcome of the investigation was not yet available at the time of the 
report.  

43.	An internal investigation was conducted subsequent to year-end into the alleged misconduct of current and former employees for the period under 
review. The report found that certain findings should be investigated further.

Polokwane 31 July 2018
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Annexure – Auditor-general’s responsibility for the audit
1.	 As part of an audit in accordance with the ISAs, I exercise professional judgement and maintain professional scepticism throughout my audit of the 

financial statements, and the procedures performed on reported performance information for selected programme and on the public entity’s compliance 
with respect to the selected subject matters.

Financial statements
2.	 In addition to my responsibility for the audit of the financial statements as described in this auditor’s report, I also: 

•    identify and assess the risks of material misstatement of the financial statements whether due to fraud or error, design and perform audit procedures 
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion. The risk of not detecting 
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control

•     obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, 
but not for the purpose of expressing an opinion on the effectiveness of the public entity’s internal control

•     evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by the 
board of directors, which constitutes the accounting authority

•     conclude on the appropriateness of the board of directors, which constitutes the accounting authority’s use of the going concern basis of accounting in 
the preparation of the financial statements. I also conclude, based on the audit evidence obtained, whether a material uncertainty exists related 
to events or conditions that may cast significant doubt on the Roads Agency Limpopo SOC Ltd’s ability to continue as a going concern. If I 
conclude that a material uncertainty exists, I am required to draw attention in my auditor’s report to the related disclosures in the financial 
statements about the material uncertainty or, if such disclosures are inadequate, to modify the opinion on the financial statements. My conclusions 
are based on the information available to me at the date of this auditor’s report. However, future events or conditions may cause a public entity 
to cease continuing as a going concern

•     evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the financial statements 
represent the underlying transactions and events in a manner that achieves fair presentation.
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Communication with those charged with governance
3.   I communicate with the accounting authority regarding, among other matters, the planned scope and timing of the audit and significant audit findings, 

including any significant deficiencies in internal control that I identify during my audit. 

4.   I also confirm to the accounting authority that I have complied with relevant ethical requirements regarding independence, and communicate all 
relationships and other matters that may reasonably be thought to have a bearing on my independence and, where applicable, related safeguards. 
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DIRECTORS’ REPORT

THE BOARD OF DIRECTORS OF THE ROAD AGENCY LIMPOPO 
(SOC) LTD HAS PLEASURE IN PRESENTING THE ANNUAL 
REPORT ON THE ACTIVITIES OF THE ENTITY FOR THE 
FINANCIAL YEAR ENDED 31 MARCH 2018.

REVIEW OF ACTIVITIES

1. MAIN ACTIVITIES AND OPERATIONS
The Roads Agency Limpopo (SOC) Ltd was established, in terms 

of the Limpopo Province Roads Agency Proprietary Limited and 

Provincial Roads Act 7 of 1998, as amended, for the purpose of 

constructing, maintaining and rehabilitating the Provincial road 

infrastructure, on behalf of the Limpopo Provincial Government. 

The entity is a State-Owned Company registered as such in 

terms of the Companies Act 71 of 2008, and is listed as a 

Provincial Public Entity in schedule 3C of the Public Finance 

Management Act 1 of 1999, as amended.

The Member of Executive Council responsible for Public Works, 

Roads and Infrastructure, Hon. N. Ndalane, is the Executive 

Authority of the Agency. The Roads Agency Limpopo (SOC) 

Ltd receives its revenue from the Department of Public Works, 

Roads and Infrastructure.

During the financial year being reported on, RAL managed to 

raise an amount of R133 286 million in additional funding from 

strategic partnerships forged with private and public sector 

partners for the purpose of implementing road infrastructure 

projects.

2. GOING CONCERN
The audited annual financial statements have been prepared 

on the basis of that the Agency will continue to operate the 

business as a going concern. The Board of Directors is of the 

opinion that the Roads Agency Limpopo (SOC) Ltd has 

adequate resources to continue with operations in the next 

financial year and that the realisation of assets and settlement 

of liabilities, contingent obligations and commitments will 

occur in the ordinary course of business.

3. SUBSEQUENT EVENTS
The Board of Directors are not aware of any matter or 

circumstance arising since the end of the financial year to the 

date of this report that requires further disclosure in the 

annual financial statements.

4. DIRECTORS’ INTEREST IN CONTRACTS
The material contracts in which the directors have an interest 

which were concluded and entered into during the financial 

period under review, were presented in Annual Financial 

Statements, Note 27.
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5. GOVERNANCE COMPLIANCE

5.1. General
The Board of Directors retains full control of the strategic 

planning and direction of the Agency and acknowledges its 

responsibilities as to strategy, compliance with internal policies, 

external laws and regulations, effective risk management, 

performance monitoring and evaluation, transparency and 

effective communication both internally and externally. The 

Board of Directors is a unitary structure comprising of seven (7) 

Board Members ,  four  (4)  of  whom are  independent 

non-executive Board Members, and three (3) ex officio board 

members, being the Chief Executive Officer, the Board Member 

nominated to represent the Limpopo Provincial Treasury, as well 

as the Board Member nominated to represent the Limpopo 

Department of Public Works, Roads and Infrastructure in their 

official capacities. 

The Board of Directors is committed to applying all codified and 

customary corporate governance imperatives, as well as 

mandatory provisions of statutes, in order to ensure its 

responsible corporate citizenship.

In addition to the establishing statute of RAL, the shareholder 

concluded, as it does on an annual basis, a Shareholders’ 

Compact with the Agency, outlining all the deliverables 

expected to be achieved by the Agency for the year under 

review.  

Furthermore, RAL executed all its pre-determined strategic 

objectives, as enshrined in the Five Year Strategic Plan and 

Annual Performance Plan.

5.2. Chairperson and Chief Executive Officer
The Board of Directors held quarterly meetings, as required for 

the purpose of considering and approving statutory quarterly 

submissions, and executed its collective fiduciary duties, in line 

with the PFMA, Companies Act and the establishing Act of RAL. 

The Board of  D i rectors ,  under  the  leadersh ip  of  the 

Chairperson, created a conducive environment for maintaining 

and exercising continuous oversight of organisational 

effectiveness and efficiency and Board performance and 

effectiveness. The Chairperson is an independent non-executive 

director, and the roles of the Chairperson and the Chief 

Executive Officer are separate.  The Board performs its functions 

jointly, as a collective, and no single individual Director has 

absolute and unfettered powers of discretion. 

The Chief Executive Officer managed the business operations of 

the Agency on a day-to-day basis, and ensured that the strategy 

and Annual Performance Plan approved by the Board were 

executed optimally.
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5.3. Audit and Risk Committee
During the financial period under review, the Audit and Risk 

Committee was constituted, at all material times, by three 

independent non—executive members who are Chartered 

Accountants.  The Committee held 9 meetings during the 

financial period under review for the purpose of conducting 

its ordinary business and for any other functions expected 

to be performed within the scope of the Committee.

6. INTERNAL CONTROL SYSTEMS AND PROCEDURES
To meet its responsibility with respect to providing reliable 

financial information, the Roads Agency Limpopo (SOC) Ltd 

maintains effective and efficient financial and operational 

internal control systems. These controls are designed to provide 

reasonable assurance that transactions are concluded in 

accordance with the prescribed laws and regulations and in 

conformity with the mandate of the shareholder.  The controls 

also ensure that the assets are adequately safeguarded against 

material loss, damage or unauthorised acquisition, use, or 

disposal and those transactions are properly authorised and 

recorded. The Audit and Risk Committee, and the Board held all 

their scheduled meetings for the year. All documents that were 

tabled for approval have been so approved by the Board of 

Directors and implemented by the management team. No 

material deficiencies in the internal controls over financial 

reporting were identified by the Internal Audit unit.

7. RISK MANAGEMENT
The Audit and Risk Committee, on behalf of the Board, 

ensured that integrated risk management was upheld and 

that  the  r i sk  appet i te  of  the  Agency i s  managed by 

addressing all imminent root causes and putting in place 

effective treatment plans for the mitigation of risks.

8. COMMITMENTS, CONTINGENCIES, AND LEGAL 
    PROCEEDINGS
All commitments of the Roads Agency Limpopo (SOC) Ltd 

are ref lected in  the statement of  f inancia l  pos it ion . 

The Agency had several pending legal proceedings during 

the year under review that remain sub judice.

9. FRUITLESS AND WASTEFUL AND IRREGULAR 
    EXPENDITURE
Details of all transactions that were tantamount to fruitless and 

wasteful expenditure, as well as those that compounded 

irregular expenditure are set out in the notes to the Financial 

Statements.
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10. DIRECTORS
The directors of the entity during the year and to the date of this 

report are as follows:

• Mr. M.S. Ralebipi – Chairperson of the Board of Directors

• Ms. W.N.G. Moleko – Independent Non-Executive Director

• Mr. M.P.K. Tshivhase – Independent Non-Executive Director

• Mr. X.R. Mulamula – Ex Officio Director representing the 

   Limpopo Provincial Treasury 

• Ms. M.H. Kekana – Independent Non-Executive Director 

   (Resigned on 2 February 2018)

• Adv. J.R. Bilankulu – Ex Officio Director representing the 

   shareholder Department of RAL, Limpopo Department of 

   Public Works, Roads and Infrastructure 

   (Resigned on 2 February 2018)

• Ms. T.M. Ramabulana – Independent Non-Executive Director  

   (Appointed on 2 February 2018)

• Mr. M.M. Mkhachane - Ex Officio Director representing the 

   shareholder Department of RAL, Limpopo Department of 

   Public Works, Roads and Infrastructure 

   (Appointed on 19 February 2018)

11. COMPANY SECRETARY
Ms. Tebogo C. Kekana was the Company Secretary of RAL 

during the year under review.

12. HUMAN RESOURCES
The Roads Agency Limpopo (SOC) Ltd maintains a positive 

ethical work climate that is conducive to attracting, retain-

ing and motivating a diverse group of quality employees at 

all levels of operations to encourage team spirit and per-

sonal commitment. 
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Certificate of the Company Secretary

In terms of section 88(2)(c) of the Companies Act no 71 of 2008 (as amended), I, T.C. Kekana, in my capacity as Company Secretary, 

confirm that for the year ended 31 March 2018, the Company has lodged with the Companies and Intellectual Property Commission, all 

such returns as are required of a public company in terms of the Companies Act and that all such returns and notices are true, correct 

and up to date.

Ms. T.C. Kekana
Company Secretary

31 July 2018
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Annual Financial Statements
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