CASIDRA SOC LIMITED





REPORT OF THE AUDIT AND RISK COMMITTEE
for the year ended 31 March 2019

1. Legal and other requirements
The Audit and Risk Committee has pleasure in submitting this report, as required by sections 51(1)(a)(ii) and 76(4)(d) of the Public Finance Management Act, 1999 (the “Act”).
Section 38(1)(a) of the Public Finance Management Act, 1999 requires accounting officers of government departments to ensure that entities receiving transfer funds implement effective, efficient and transparent financial management and internal control systems. The regulations to the Act determine audit and internal audit requirements.

Some non-compliances were pointed out by the Auditor-General and are attended to.
Casidra’s financial statements are prepared in accordance with Standards of Generally Recognised Accounting Practice.

2. Management responsibility
The Accounting Officer is responsible for guiding organisational strategy, major plans of action, risk policies, annual budgets and business plans, monitoring of performance and establishing best-practice management procedures.
Since it came into operation during October 1989, then operating under another name, Casidra received its thirtieth consecutive unqualified financial audit.

Casidra effected adequate internal controls during the financial year and identified risks were properly controlled. Information technology systems used to assist Management were adequate and efficient.

3. Audit and Risk Committee responsibility

The Audit and Risk Committee has a written charter that sets out the scope of their activities and authorities and the Charter is updated annually. Since 29 August 2006 the responsibilities of the Audit Committee have been expanded to include risk management. During the past year, the Audit and Risk Committee has addressed its responsibilities in terms of the Charter.

The Committee reviewed and amended the Audit and Risk Committee Charter, which is revised annually and approved by the Board. The internal and external audit plans were considered and approved.
The report of the Audit and Risk Committee is based on the work performed by the Auditor-General SA as well as the auditing firms BVA Bellville Incorporated and Alberto Prins. Auditing occurs within the context of external and risk-based internal audit plans approved by the Audit and Risk Committee.

4. Functions of the Audit and Risk Committee
The Audit and Risk Committee has discharged the functions in terms of its Charter and ascribed to it in terms of the Act as follows:

· Reviewed the results and the Annual Financial Statements, culminating in a recommendation to the Board to approve them.
· Reviewed the Governance Report, culminating in a recommendation to the Board to approve it.
In the course of its reviews the Committee:
· Took appropriate steps to ensure that the Annual Financial Statements were prepared in accordance with Standards of Generally Recognised Accounting Practice in South Africa and in the manner required by the Companies Act of South Africa;
· Dealt with concerns or complaints relating to accounting policies, the auditing and content of the Annual Financial Statements and internal financial controls;
· Reviewed the external audit reports on the Annual Financial Statements on basis of which the A-G’s recommendations will be implemented;
· Noted that the Auditor-General SA opted, in terms of section 4(3)(a) of the Public Audit Act, 2004 (Act no. 25 of 2004), to perform the audit of Casidra SOC Ltd from the 2018/19 financial year onward.
· Verified the quality, services and independence of the external auditor, BVA Bellville Incorporated, as the auditor for the Casidra projects for 2019 and noted that Mr CFP Jordaan from BVA Bellville Incorporated is the designated auditor. (In terms of the audit firms’ practices the designated auditors and managers responsible for the audit is replaced at least every five years); and
· Approved the audit fees and engagement terms of the external auditors.
5. Internal control mechanisms and risk management 
The control framework is designed to provide reasonable assurance regarding the achievement of objectives in the following areas:

· The maintenance of proper accounting records and the reliability of financial information used within Casidra;

· The appropriateness of internal financial controls;
· Compliance with applicable laws, regulations and codes of conduct;

· The detection and minimisation of significant risks associated with fraud, reputation, inadequate governance, and potential liability and loss, including the safeguarding of assets;

· Management of potential conflicts of interest of the Board of Directors and Management;
· The effectiveness of operations;
· The adequacy of risk management procedures;

· The internal audit and process and method of compiling risk management reports and, where relevant, the submission of recommendations to the Board; and
· The effectiveness of risk management, controls and the governance processes.
Casidra has a comprehensive process of annual budgets and detailed monthly reporting. 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 quarterly to the Board. A clear distinction is drawn between main business and business undertaken on an project implementer. Financial statements regarding the various projects which Casidra oversees and finances on behalf of its Shareholder, the Western Cape Government, are reported and audited separately and identified separately within the Annual Financial Statements of Casidra.

The system of internal control is monitored and reported on to the Board of Directors. 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 A-G performed testing of financial transactions and made further recommendations of improvement.
The risk dashboard is updated regularly and reported quarterly to the Board.

Casidra’s servers were compromised through a severe ransom virus attack on 5 March 2019. The incident had been reported to the SAPS and safeguarding measures were subsequently implemented.
All incidents pertaining to any breakdown in the functioning of these controls, procedures and systems that occurred during the year under review are attended to promptly by the Committee.

6. Compliance
Compliance with laws and regulations that apply to Casidra is the responsibility of each member of Management and is monitored collectively.

Casidra complied with relevant laws, regulations and policies, as well as with Casidra’s code of conduct. Some non-compliances were pointed out by the A-G and are attended to.
Risk and compliance reports were noted at Audit and Risk Committee meetings.
Four supply chain related complaints were received for the 2018/19 financial year. Internal investigations proved that Casidra’s procedures were followed correctly. One complainant escalated his complaint to the Western Cape Department of Agriculture, Minister’s Office, Public Protector and the media. Casidra’s Audit and Risk Committee investigated the matter as well and could not find any obvious deviation or substantive evidence that merits the accusations made. The Audit and Risk Committee recommended that the best way to address the matter further was to obtain an opinion from an independent auditor.

The matter was investigated after yearend. The independent auditor reported that, based on the procedures performed and information obtained, they are satisfied that the bid process and evaluation was as per the provisions of the current Public Procurement Policy and Procedure as well as applicable legislation. They concluded that the public procurement processes for the tender was done in accordance with applicable laws and regulations.
During the year under review nothing else has come to the attention of the Committee to indicate any non-compliance with relevant laws, regulations and the code of conduct.
7. Fraud prevention
A Fraud Prevention Plan was in place during the financial year. A whistle-blowing facility is also in place to ensure that the risk of fraud is monitored and minimised.
8. Internal audit
The Audit and Risk Committee fulfils an oversight role regarding the Company’s Annual Financial Statements and the reporting process, including the system of internal financial control. It is responsible for ensuring that the Company’s internal audit function is independent and has the necessary resources, standing and authority within the organisation to enable it to discharge its duties.
Furthermore, the Audit and Risk Committee oversees co-operation between the internal and external auditors and serves as a link between the Board of Directors and these functions. The internal audit function was outsourced.
Internal audit assessed the effectiveness of internal controls independently and recommended improvements.
Following A-G recommendations, Management will continue to maintain systems of internal control and implement improvements.
9. Going concern
The Committee has considered the facts and assumptions on which it relies to conclude that the business will continue as a going concern in the financial year ahead.

The Committee is of the opinion that, on the basis of the Shareholder’s Compact and the funding model for Casidra, the business will be a going concern in the year ahead.
10. Members of the Audit and Risk Committee and attendance at meetings

The details are reported in the Governance Report.

11. Attendance
The internal and external auditors in their capacity as auditors of the Company attended and reported to all meetings of the Audit and Risk Committee. The Chief Executive Officer and the Chief Financial Officer have a standing invitation to attend meetings and relevant managers attended meetings on invitation.

12. Confidential meetings
The Audit and Risk Committee meetings provide for confidential meetings between the Committee members and the internal and external auditors.
13. Independence of external auditors

On the basis of a submission to the Audit and Risk Committee, the external auditors confirmed their independence.
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