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Economic losses due to road traffic accidents amount to almost 8% of South Africa’s 
annual gross domestic product (GDP). This equated to a staggering R300 billion in 
2017. 

H
owever, these losses could 
be insignificant when one 
considers the pain, suffering 
and financial stress caused to 
families of the approximately 

18 000 people killed (and 15 000 seriously 
injured) in accidents on our roads each year.

THE SCALE OF THE PROBLEM
Given the scale of the problem, it is not 
surprising that the Road Accident Fund (RAF) 
is under pressure. 

Their latest annual report admits total 
liabilities of some R179,9 billion spread over 
213 877 outstanding claims; and this liability 
is growing every year. The RAF is funded by 
taxpayers through a RAF Levy on each litre 
of petrol; but even at R1.93 per litre the 
amounts collected are insufficient to match 
all claims.

Over time, legislation has been introduced 
to improve the performance of the RAF. The 
first notable intervention was via the 2005 
Road Accident Fund Amendment Act which 
came into operation on 1 August 2008. 

Major financial implications introduced by the 
RAF Amendment Act included the capping of 
loss of earnings/loss of support claims. The 
cap is adjusted for inflation from time to time 
and currently stands at R273 863 (from 31 
July 2018).

A NEW APPROACH
A new Road Accident Fund Benefits Scheme 
Bill (RABS) was published in 2014 and was 
followed by a Road Accidents Fund Benefit 
Schemes Amendment Bill (RABSA) which 
was introduced in Parliament in April 2017. 

This legislation proposes a new Road 
Accident Benefits Scheme Agency to take 
over all the past and future assets, liabilities, 
rights and obligations of the RAF and that 
future claims be decided on a ‘no fault’ basis 
to reduce legal disputes.

Claimants can still seek compensation from 
the fund for treatment, care and rehabilita-
tion in the Republic, income support, family 
support and funeral costs. But the quantum 
and timeframes proposed for future pay-outs 
of income and support benefits could have 
severe financial consequences for individual 
road accident victims. 

Principle among these are professionals 
who are victims of motor vehicle accidents 
during brief periods of unemployment or 
students who are injured in road accidents 
while studying towards professional degrees. 
Acuideas highlighted some of the implica-
tions of the proposed legislation in a paper 
to the Parliamentary Portfolio Committee on 
Transport.

A PRIME EXAMPLE
By way of example; consider Simon, a 
30-year old unemployed B Com graduate 
who is severely injured while on a one-year 
sabbatical from his R800 000/year job. The 
proposed RABS will pay his reasonable 
healthcare expenses for care treatment and 
rehabilitation. However, because he was 
unemployed at the time of the accident, his 
income support benefit will be determined 
at the Average National Income (currently 
about R44 000 per annum) until age-60. 
This could leave him with an annual shortfall 
of R756 000 based on his pre-accident 
income. 

In much the same way Michelle, a 22-year 
old fifth year medical student involved in a 
road accident on her way back from class 
one afternoon, will only be entitled to an 
annual income support benefit equal to the 
Average Annual National Income despite her 
obvious future earnings potential.

BEST ADVISE
The best advice to insurance brokers is not 
to leave their clients’ financial futures to 
chance. 

Road accident legislation only provides 
basic protection for clients and their families 
following a motor vehicle accident. For true 
peace of mind, you should address potential 
cover shortfalls with innovative insurance 
solutions. 
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