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DEPARTMENT: Vote 11 Western Cape Department of Agriculture
AUDIT AND RISK COMMITTEE: Casidra
CHAIRPERSON: Prof. Estian Calitz
	1. INTRODUCTION

The role of the Audit and Risk Committee (ARC) is to ensure that Casidra functions according to good governance principles and complies with accounting and audit standards, and to monitor that appropriate risk management arrangements are in place. In addition the Audit Committee monitors the adequacy and reliability of the financial information provided to all users of such information. 

The ARC is committed to assist Management in discharging its accountability and responsibilities to safeguard the assets, operate adequate systems and controls and prepare AFS by:

· improving communication between Management, internal and external auditors;
· increasing accountability by reviewing the performance of internal and external auditors;
· strengthening the objectivity and credibility of financial reporting;
· supporting Internal Audit who is an important assurance provider to the ARC; and
· reducing the opportunity for fraud by continually improving the discipline.

Internal audit is an important assurance provider to the ARC.

	2. SUMMARY OF ARC REPORT 2017/2018
The ARC reviewed the reports of the internal auditor, the audit reports on the AFS and the Management Reports of the external auditors (PricewaterhouseCoopers and BVA Bellville Inc).

The ARC noted that there are no unresolved matters relating to operational and compliance controls. Casidra received its twenty-ninth consecutive unqualified audit report for the AFS since it came into operation during October 1989.
The ARC has considered the relevant facts and assumptions and concluded that the business will be a going concern in the year ahead.

	KEY FINDINGS
	ACTION TAKEN/COMMENTS

	3. STATUTORY REQUIREMENTS

· The ARC has complied with its responsibilities arising from section 38(1)(a) of the PFMA and submitted its report, as required by sections 51(1)(a)(ii) and 76(4)(d) of the Public Finance Management Act, 1999.

· The ARC has a written charter that sets out the scope of its activities and authorities. Since 29 August 2006 the responsibilities of the ARC have been expanded to include risk management. The charter is reviewed annually and the most recent update was approved by the Board. During the past year, the ARC has addressed its responsibilities in terms of the charter.
· The report of the ARC is based on the work performed by the auditing firms PwC, BVA Bellville Inc and Alberto Prins, as well as internal operational audits and management reports. Auditing occurs within the context of external and risk based internal audit plans approved by the ARC.
· Nothing has come to the attention of the ARC to indicate any non-compliance with relevant laws, regulations and the code of conduct during the year under review.
	· At the end of the year under review the ARC consisted of four non-executive directors with suitable experience.

· The members as at the end of the financial year were Prof. E Calitz (Chairperson); Prof. JF Kirsten, Mr AV Moos and Ms ZT Nackerdien.

· In accordance with King IV the present four members are all independent non-executive directors, elected at the AGM.

	4. ANNUAL FINANCIAL STATEMENTS

4.1 Evaluation of audited AFS

· The ARC concurs and accepts the opinions of PwC and BVA Bellville Inc regarding the AFS and proposes the audited AFS be accepted.
· The ARC has obtained explanations for all significant variances as compared to the appropriated budget and the prior year.
	

	4.2 Review of accounting policies

· The ARC noted that Casidra used the GRAP reporting framework. The accounting policy was amended to include intangible assets. The accounting policies were adequately presented in the AFS.

· As part of the movement from the IFRS reporting framework to GRAP the financial information for the comparative period have been restated to the conform to the current year's presentation. This restatement resulted in an unqualified audit opinion with findings.

· An entity specific reporting framework was used to compile the AFS for the three farming projects.
	

	4.3 Review of Management Report and Audit Report

· The ARC discussed the Management Report with PwC and the Management team and noted Management’s responses.
	· Actions contained in Management’s response will be monitored.

	5. INTERNAL CONTROL

5.1 Effectiveness of internal control systems

· Casidra has a comprehensive process of annual budgeting and detailed monthly reporting. 

· Financial statements draw a clear distinction between main business and business undertaken on an agency basis. Agency business are also reported and audited separately.
· The restatement of the financial information for the comparative period resulted in an audit finding. (Refer 4.2 above.) Nothing else has come to the attention of the ARC to indicate that any material breakdown in the functioning of these controls, procedures and systems has occurred during the year under review.
	· The system of internal control is continually monitored and reported on to the Board.
· Internal systems are applied to provide reasonable assurance that assets are safeguarded and transactions are executed in accordance with Management's authorisation.

· Monitoring processes include management review and testing by auditors. The external auditors performed testing of financial transactions.

	5.2 Information Technology systems

· Information Technology systems used to assist Management were adequate and efficient.
	

	5.3 Internal audit function

· The Internal Audit function reports functionally to the ARC.

· The Internal Audit function was outsourced to an independent auditor on a cost effective basis.
· Internal Audit assessed the effectiveness of internal controls independently.
· Management maintains adequate accounting records, aimed at the achievement of objectives.
	· Management continues to maintain systems of internal control through a regular and proactive process of auditing and correction.
· Casidra effected adequate internal controls during the financial year and identified risks were properly controlled.

	6. IN-YEAR MONITORING AND MONTHLY/ QUARTERLY REPORTING
· Casidra has a comprehensive process of annual budgeting and detailed monthly reporting on its main and agency business. The Accounting Officer and his Management team review the annual budget and actual expenses on a continuous basis and report the actual versus the budgeted figures regularly to the Board.
	· Progress continuously monitored.

	7. PREDETERMINED OBJECTIVES (reported in the quarterly performance report)

· The ARC noted the improvements on predetermined objectives and will monitor further corrections where necessary.
	

	8. RISK MANAGEMENT
· The risk dash board is regularly updated and reported to the Board.
· A Fraud Prevention Plan was in place during the financial year. A whistle-blowing facility is in place to ensure that the risk of fraud is monitored and minimised.
· Nothing has come to the attention of the ARC to indicate actual or suspected material financial loss, fraud or error that may have affected the company during the year under review.
	· Progress continuously monitored.

	9. ENHANCING THE EFFECTIVENESS OF THE ARC

· The ARC agenda provides for confidential meetings between the ARC members and the internal and external auditors.
· One-on-one meetings are held between the Chairperson of the ARC and the Accounting Officer as and when necessary.
	· Ongoing.

	10. POSSIBLE CONCERNS
· Although Casidra has been assessed to comply with the going concern principle for the next financial year in preparing the AFS, the sustainability of this for the medium to long term is dependent upon continued, sufficient and timely transfer funding by the relevant authorities for Amalienstein and Waaikraal.

· There is no provision or stable funding formula for replacing assets, implying that major financial resources will soon be needed to replace assets.
	

	11. CHANGE IN RESPONSIBILITIES

· The Anhalt farm is in process of being transferred to the Community Property Association who will take over the related responsibilities from Casidra.
· The Auditor-General decided to perform Casidra’s audit from 2018/19 onward.
	

	12. SCOPA RESOLUTIONS

· Casidra's 2017 SCOPA meeting did not take place.
	

	13. CONCLUSION

· The ARC noted Management’s commitment to address the control matters and findings as well as to achieve an unqualified financial audit report.
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