
TO THE SHAREHOLDERS
The company’s audit and risk committee (the committee) is a committee of the board of directors (the board). The 
activities of the committee are determined by its charter as approved by the board and its statutory responsibilities 
as per the South African Companies Act, 71 of 2008 (as amended) (the Companies Act) and the King IV Report on 
Governance for South Africa 2016 (King IV™*).

The purpose of the committee is to provide the board and shareholders with assurance that their interests are 
protected in respect of enterprise risk management, information and technology governance, legal and regulatory 
compliance, internal controls and financial reporting. The committee therefore has a responsibility to ensure that the 
group has effective systems in place to ensure adherence with sound governance principles as defined in King IV; 
that effective mechanisms are in place to ensure that risks are being managed, and that the group is aware of its 
legal and regulatory commitments.

One of the key functions of the committee is to ensure assets and liabilities are recorded accurately and fairly, 
applying appropriate judgement in addition to the application of International Financial Reporting Standards (IFRS). 
In support of this responsibility the group has implemented an internal control framework, an internal audit function, 
appointed registered external auditors and reporting against budgets, forecasts and prior year actuals. 

The governance of risk remains a key priority for the board and the committee. The board is ultimately responsible 
for setting the risk appetite and tolerance levels for the group, leveraging opportunities and managing risk. The 
board has delegated oversight responsibility for risk management to the committee with management responsible 
for the design of and effective operation of the risk management process. 

The committee has assessed the suitability for appointment of Deloitte & Touche (Deloitte), together with the 
engagement partner on the audit and has recommended the extension of the external audit contract with Deloitte, 
subject to the approval thereof by shareholders. The committee has also recommended a one-year extension of the 
internal audit contract with PricewaterhouseCoopers (PwC). 

Significant matters considered by the committee during the year under review included the conversion to a Real 
Estate Investment Trust (REIT); the going concern status of the group; adherence with sound corporate governance 
principles in respect of information and technology, legal and regulatory requirements; the annual financial 
statements for the year ended 30 June 2018 and the integrated report.

ROLE OF THE COMMITTEE
The board has formally delegated certain duties, responsibilities and authority to the committee as defined in the 
audit and risk committee charter (charter). The charter is reviewed annually to ensure adherence to sound 
governance principles such as King IV. The committee acts on behalf of the board and the matters reviewed and 
managed by the committee remains the responsibility of the board of directors.

The specific roles and responsibilities of the committee include the following:
 - Providing the board with assurance regarding the efficacy and reliability of the financial information used by the 

directors to assist them in discharging their duties
 - The appointment of the external auditors subject to the approval of shareholders
 - Assessing the suitability of the external auditors for appointment
 - The appointment of the internal auditors
 - Reviewing the independence of the internal and external auditors
 - Monitoring the value and nature of non-assurance services provided by the external auditor
 - Monitoring the tenure of the external auditor as well as the rotation of the external audit partner
 - Monitoring any significant change in the management of the group during the external audit firm’s tenure which 

may mitigate the attendant risk of familiarity between the external auditor and management 
 - Assessment of the quality and performance of the external and internal auditors on an annual basis
 - Confirming that the company has established appropriate financial reporting procedures and that those 

procedures are operating
 - Consideration of significant matters in relation to the annual financial statements
 - Reviewing interim and annual financial statements and the annual integrated report
 - Providing oversight over the internal audit function and approving of the annual and three-year rolling risk-based 

internal audit plan

* Copyright and trademarks are owned by the Institute of Directors in Southern Africa NPC and all of its rights are reserved.
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 - Overseeing the combined assurance process
 - Assessing the effectiveness and performance of the chief financial officer (CFO) and the finance function
 - Ensuring that significant business, financial and other risks have been identified and are being suitably managed
 - Ensuring sound governance practices, reporting and compliance processes are in operation, including the 

monitoring of adherence with King VI and applicable legislation, including but not limited to the Companies Act, 
2007, the Income Tax Act 58 of 1962 (Income Tax Act), the Value-Added Tax Act 89 of 1991 (Value-Added Tax Act), 
Occupational Health and Safety Act and National Buildings Regulations and Standards Act

 - Timely and effective implementation of corrective actions identified during internal audit reviews 
 - Ensuring that risk management deficiencies identified are appropriately addressed.

MEMBERSHIP OF THE COMMITTEE
At date of approval of this report the committee comprised four independent non-executive directors elected by the 
shareholders on recommendation by the remuneration and nominations committee. The chairperson of the board is 
neither the chairperson nor a member of this committee. The combined skillset of the members of the committee 
covers the following areas:
 - Financial and sustainability reporting
 - Internal financial controls
 - External audit processes 
 - Internal audit processes 
 - Corporate law 
 - Risk management 
 - Sustainability issues
 - Information technology governance as it relates to integrated reporting
 - Governance processes within the company.

Members and attendance of committee meetings held during the year under review are included in the table 
below:

Member Status Attendance

S Shaw-Taylor (Chairperson) Independent non-executive director 4/4

HR El Haimer Independent non-executive director 4/4

KR Moloko Independent non-executive director 3/4

BT Nagle Independent non-executive director 4/4

ACTIVITIES OF THE COMMITTEE DURING THE YEAR
The committee has an annual work plan, developed from the charter, with standing items that the committee 
considers at each meeting with the addition of any specific matters and topical items which might be of concern to 
the committee.
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During the 2018 financial year, the committee focused on three principal areas which are summarised below:

Risk and internal controls External and internal audit
Accounting, tax and financial 
reporting

Considered reports from internal 
auditors on their review and 
assessment of the internal control 
environment

Considered and recommended for 
approval the extension of the 
appointment of the external 
auditors

Reviewed and recommended for 
approval the interim and annual 
results including the significant 
financial reporting judgements 
contained therein

Considered and approved the 
audit approach and scope of audit 
work to be undertaken by the 
external auditors including the 
related audit fees

Considered the ongoing solvency 
and liquidity of the group 

Considered output from the annual 
risk assessment process as 
identified and assessed by 
management and members of the 
committee

Considered the independence of 
the external auditors and their 
effectiveness, taking into account 
non-audit services undertaken by 
the external auditors 

Reviewed and recommended to 
the board the approval of the REIT 
conversion process ensuring 
compliance with applicable 
legislation 

Considered and interrogated, on a 
quarterly basis, risk management 
reports from management on risk 
management activities and residual 
risk ratings 

Considered and approved the 
extension of the contract with the 
outsourced internal auditors

Assessed the effectiveness of the 
group’s internal control environment

Considered and approved the 
annual risk-based internal audit 
plan and budget

Reviewed and approved 
disclosures in the integrated 
report in relation to controls, risk 
management, principal risks 
and uncertainties 

Considered a comprehensive 
analysis of the group’s regulatory 
compliance requirements

Considered the level of alignment 
between the group’s key risks and 
the internal audit programme

Considered the performance of the 
CFO and the finance function

Reviewed and recommended 
for approval the updated risk 
management policy and framework

Reviewed the enterprise risk 
management report and considered 
the maturity of the enterprise risk 
management function

Reviewed the risk appetite and 
tolerance levels for the group
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FINANCIAL STATEMENTS AND ACCOUNTING PRACTICES
The committee reviewed the interim and the consolidated financial statements for the year ended 30 June 2018, as 
well as the public announcements relating to the release of these results, and recommended their approval to the 
board.

The committee ensured that the necessary steps were taken to ensure that the financial statements were prepared 
in compliance and accordance with the IFRS, the Companies Act and the Johannesburg Stock Exchange (JSE) 
Listings Requirements.

During the financial year, the committee reviewed the JSE’s proactive monitoring report on the company’s financials 
for the year ended 30 June 2017 as issued in February 2018. Management has taken the necessary steps to implement 
the recommendations made by the JSE. 

SIGNIFICANT ISSUES IDENTIFIED AND CONSIDERED BY THE COMMITTEE
After discussions with management and the external auditors, the committee determined that the key material 
matters of the group’s consolidated financial statements related to:
 - REIT conversion (distributable earnings per share, liquidity and deferred tax)
 - Valuation of investment properties
 - Investment into MAS Real Estate Inc. (MAS)
 - Going concern.

REIT CONVERSION
Attacq Limited (Attacq’s) application to convert to a REIT was approved by the JSE on 29 May 2018.

As a REIT, Attacq will make a qualifying distribution during October 2018 in terms of section 25BB of the Income Tax 
Act and calculated with reference to the 30 June 2018 distributable income. 

The conversion to a REIT required comprehensive input and advice from external experts on tax legislation and the 
JSE Listings Requirements as well as on the implementation thereof and ongoing compliance. The committee 
reviewed the process leading to the conversion including applicable legislation, expert advice and working papers 
and satisfied itself as to the integrity of the conversion. The committee recommended the implementation of the 
conversion to the board, and the directors confirmed compliance with paragraph 13.46(h)(ii) of the JSE Listings 
Requirements. 

As a REIT, Attacq will be required to comply with legislation pertaining to, inter alia, borrowing levels, solvency and 
liquidity and distributions. A process has been introduced for the ongoing monitoring by management, overseen by 
the committee, to ensure compliance with the requirements of a REIT. 

VALUATION OF INVESTMENT PROPERTIES
The group holds investment properties with a carrying value of R21.2 billion. The properties comprise completed 
properties, developments under construction, infrastructure and development rights. 

Investment properties were valued as at 30 June 2018 using external valuations performed by Sterling Valuation 
Specialists CC, Eris Property Group Proprietary Limited and Wolffs Valuations Services Proprietary Limited in 
association with Mills Fitchet. The board has adjusted valuations as appropriate for straight-lining of leases (completed 
properties), cost to complete (developments under construction) and estimated roll-out periods and lease liabilities 
(development rights).

The committee considered the competencies and independence of the external valuers and reviewed the assumptions 
and judgements used by the valuers in the external valuations. In addition, the committee reviewed and interrogated 
the relevant adjustments to the external valuations and concluded that the valuation of investment properties as 
determined at year end was fairly stated and in accordance with accounting policies.

INVESTMENT INTO MAS REAL ESTATE INC.
Attacq holds 22.8% shareholding in MAS via a 100.0% owned subsidiary. The investment is equity accounted and has 
a carrying value of R3.1 billion as at 30 June 2018. The committee considered the financial results of MAS including 
its solvency and liquidity and satisfied itself as to the accuracy and value thereof as held on Attacq’s balance sheet 
at year end. 
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The committee considered the treatment of the investment in MAS as an associate to be equity accounted and 
confirmed the treatment as correct in that Attacq does not have control over MAS but has a significant influence by 
virtue of its shareholding.

GOING CONCERN
The committee and the board considered and assessed the group’s status as a going concern in the preparation of 
the consolidated financial statements. The committee and the directors have reviewed the group’s cash flow forecast 
for the 12 months ending 30 June 2019 and they are satisfied that the group has access to adequate resources to 
continue as a going concern for the next 12 months. The consolidated financial statements have been prepared on 
the going concern basis.

SUMMARY
After reviewing the presentations and reports from management and consulting where necessary with the auditors, 
the committee was satisfied that the financial statements appropriately addressed the critical judgements and key 
estimates both in respect to amounts and disclosures. The committee was also satisfied that the significant 
assumptions used for determining the value of investment properties, other investments, taxation, goodwill and 
other assets and liabilities have been appropriately examined, questioned and challenged.

EFFECTIVENESS OF THE CHIEF FINANCIAL OFFICER AND THE FINANCE FUNCTION
The committee reviewed the effectiveness of the CFO and the finance function and satisfied itself with the 
appropriateness of the expertise and the experience of the CFO and his team.

INTERNAL AUDIT
Attacq has outsourced its internal audit function to PwC, a professional service provider, ensuring that an independent 
strategically aligned function exists. The function is responsible for preparing and implementing the internal audit 
plan based on a three-year rolling period as well as the audit plan for the current year. The committee reviews and 
approves both plans each yearly cycle. The internal audit function operates under the direction of the committee, 
which approves the scope of the work to be performed. Critical and significant findings are reported to the committee 
on at least a quarterly basis. Corrective action is taken to address internal control deficiencies identified in the 
execution of work. The internal audit function operates within the mandates defined within the internal audit charter.

A risk-based internal audit plan was developed for the 2018 financial year. The results of the risk-based audits were 
reported to the committee. The committee has evaluated the internal audit report, and has not identified any material 
breakdowns in internal controls within the areas reviewed. Follow-up audits were also conducted during the financial 
year on corrective actions that have been implemented.

EXTERNAL AUDIT
Deloitte has been the external auditor of the company and its major subsidiaries since 2011. It will be recommended 
at the annual general meeting (AGM) scheduled for 15 November 2018, that Deloitte be reappointed as the external 
auditor for the 2019 financial year. The engagement partner on the audit is Patrick Kleb. The audit partner is required 
to rotate every five years. Patrick Kleb was appointed in July 2016 and will be recommended for reappointment at 
the upcoming AGM. 
 - During the year, Deloitte provided non-audit services, including tax reviews and advice, as well as certain agreed 

upon procedures pertaining to the REIT conversion. All non-audit services are approved by the committee. The 
committee is satisfied that the non-audit services provided by Deloitte did not bring its independence into 
question

 - Review of the independence of the external auditor including:
 – The pre-approval of non-audit services provided
 – Approval of the audit budget for the year
 – Annual audit planning, conclusions and final opinion reports
 – Approval of audit engagement letter.

 - Assessed the suitability of the appointment of the current audit firm and audit partner in terms of section 3.84(g)(iii) 
of the JSE Listings Requirements

 - Review of management report items identifying effectiveness of controls over key risks and recommendations for 
corrective action.

INTERNAL CONTROLS
To meet the group’s responsibility to provide reliable financial information, the group maintains financial, legal 
compliance and operational systems of internal control. These controls are designed to provide reasonable assurance 
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that transactions are concluded in accordance with management’s authority, that the assets are adequately protected 
against material losses, unauthorised acquisition, use or disposal, and that transactions are properly authorised and 
recorded.

The systems include a documented organisational structure and division of responsibility, established policies and 
procedures, which are communicated throughout the group. The group employment processes look to the careful 
selection, training and development of people. The committee is of the view that the internal control systems are 
adequately designed and functioning appropriately.

RISK MANAGEMENT
Effective risk management is an integral part in ensuring that the group’s strategic intent and growth targets are met. 
Attacq is aware that there are a multitude of risks that need to be managed to safeguard against any avoidable 
losses. Attacq’s risk management approach does not only focus on the negative aspects of risks, but also in identifying 
opportunities and appropriate means to exploit such opportunities.

Attacq has conducted a review of its enterprise risk management policy and framework. The risk management policy 
and framework outlines and prescribes the risk management process and is applicable across the group and its 
subsidiaries. As a REIT, Attacq’s risk management policy specifically prohibits the company from entering into any 
derivative transactions that are not in the course of doing business, and the committee has monitored compliance 
with the policy and confirms that Attacq is in compliance with the policy. 

Attacq’s risk management process is based on ISO 31000:2009 risk management principles and guidelines and is 
currently being updated to take ISO 31000:2018 into account. Attacq applies a formal risk assessment process on an 
annual basis and continuously identifies and quantifies emerging risks with input from the committee. Residual risk 
is re-assessed on a quarterly basis by the combined assurance forum and overseen by the committee.

The board takes ultimate responsibility for risk management and has delegated to the committee oversight 
responsibility. The executive team, as the implementers of strategy, are responsible to ensure that the group has an 
effective system for managing risks, and that effective and efficient risk mitigations are implemented. Management 
reports quarterly to the committee to attest that all potential and emerging risks have been identified, recorded and 
that appropriate action has been taken to mitigate the risks to acceptable levels.

Risk management is a strategic partner for business ensuring that it not only protects value but acts as an enabler 
for business and growth. Management and the committee are committed to continuously improve the risk 
management process to ensure a risk resilient environment.

Attacq’s risk management and combined assurance policy and framework aims to:
 - Set out risk governance structures and roles and responsibilities using a combined assurance (three lines of 

defence) approach
 - Provide an overview of all risk management processes
 - Define common risk management terminology
 - Provide a framework to leverage opportunities
 - Provide guidance related to the key components of an effective risk management initiative
 - Provide a customised yet consistent approach to the application of risk management across the group 
 - Ensure that the risk management function is integrated with the business planning processes
 - Adhere to international best practices such as ISO 31000:2018 and the revised COSO II Risk Management 

Framework 2017.

PRINCIPAL RISKS AND UNCERTAINTIES
Specific focus was placed on the risks recorded in the risk management report.

REGULATORY COMPLIANCE
The committee provides oversight of the regulatory compliance process and is assisted by the transformation, social 
and ethics (TSE) committee. 

In line with Principle 13 of King IV, the legal and regulatory compliance risk management process is defined in the risk 
management and combined assurance policy and framework and is facilitated by the head of legal and supported 
by the risk management function. Attacq has established its compliance requirements (both prescribed and 
voluntary) through a formal compliance risk assessment process and applies the compliance risk management 
process as prescribed in the risk management policy and framework. Attacq is in the process of implementing the 
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Sentinel Legal Regulatory compliance system that will provide employees with direct access to regulatory information, 
updates, practice notes and latest case law per pre-selected categories of legislation to further strengthen regulatory 
compliance capacity with the group.

A formal process is in place ensuring a mandatory authorisation process for dealings in the company’s shares, formal 
procedure for both acceptance and granting of gifts and inducements, disclosure of conflicts of interest, as well as 
formal levels of authority and delegated signing authorities for business transactions. 

INFORMATION AND TECHNOLOGY GOVERNANCE
The committee, with the assistance of the combined assurance forum, provides oversight on information and 
technology governance within the group. As such, Attacq has developed an information and technology governance 
charter in line with Principle 12 of King IV.

The information and technology governance charter outlines the decision-making rights and responsibility framework 
for information and technology governance that will foster a culture of effective and efficient use of the company’s 
information and technology assets.

COMBINED ASSURANCE
As part of the enterprise risk management process, the group has adopted an integrated approach to combined 
assurance by using the three lines of defence approach. The committee has established a combined assurance forum 
(CAF) to co-ordinate risk assurance activities and to ensure that the committee and the board receives appropriate 
assurance that risks are being appropriately mitigated through the effective application of a combined assurance 
model.

INTEGRATED REPORT
The committee will evaluate the integrated report for the financial year under review and it will assess its consistency 
with appropriate reporting standards which conform to the JSE Listings Requirements and King IV.

On behalf of the committee

S Shaw-Taylor
Audit and risk committee chairperson

10 September 2018
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