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3.1 INTRODUCTION

FDC is a Free State Province public business enterprise listed as a Schedule 3D of the Public Finance Management Act.
The Corporation derives its enablement, powers and objectives from its enabling legislation, the Free State Development
Corporation Act of 1995. The Corporation has governance responsibilities entrusted in the Board of Directors which
accounts in turn to the provincial Member of the Executive for Economic, Tourism and Environment Affairs. In addition
to legislative requirements based on FDC's enabling legislation, the Companies Act of 2008, Protocol for Corporate
Governance in Public Entities and Shareholder Compact are regulatory instruments directing governance.

Together with the above prescripts, King Codes of Corporate Governance apply in guiding the Board of Directors to good
Corporate Governance. Good Corporate Governance is a pillar of the FDC's drive to achieve its business objectives, stability
accountability, transparency, responsibility, discipline, independence, fairness, social responsibility, service delivery, clean
audits, oversight to management, potential investment, risk management, compliance, and to avoid business failures and
corporate scandals.

The Provincial Legislature and Executive are responsible for the FDC's corporate governance oversight.

3.2 PORTFOLIO COMMITTEES

OVERSIGHT BY LEGISLATURE

The Constitution of the Republic of South Africa gives the National Assembly and Provincial Legislatures an oversight
role over their respective Executives. The Provincial Legislature must maintain oversight over the Provincial Cabinet,
and Members of the Provincial Cabinet must provide the Provincial Legislature with full and regular reports concerning
matters under their control.

Free State Legislature has established the following committees to facilitate its oversight role over FDC:
The Portfolio Committee on Public Accounts, (PROPAC);

. The Portfolio Committee on Agriculture and Rural Development, Economic Development, Small Business, and
Sport, Arts and Culture.

PROPAC is primarily responsible for financial oversight addressing:

. Issues raised in the Auditor-General's audit outcomes;

. Issues of financial probity as highlighted in the audit report or disclosed in the management report or notes to
the financial statements;

. Compliance with the PFMA and Treasury Regulations;
. Financial performance;

Instances of unauthorized, irregular and fruitless and wasteful expenditure;
. The functioning of risk management systems; and

Corporate Governance.

MEETINGS DURING 2014/15
Consideration of Report of the Auditor General on Financial Statements for the Year Ending 31 March 2015.

. Consideration of the 1st quarter Expenditure Report for 2014/15 financial year.
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The Portfolio Committee on Agriculture and Rural Development, Economic Development, Small Business, and Sports,
Arts and Culture is primarily responsible for non-financial matters through:

Monitoring the economy, efficiency and effectiveness of service delivery as measured by performance indicators
presented in the pre-determined objectives.

. Evaluating management’s explanation as to why the entity’s service delivery performance did not attain the tar
gets set in the corporate plans.

. Equity of service delivery.

. Investigating the circumstances that led to financial under-performance and the impact this had on service
delivery and the measures taken by management to rectify the situation.

Meetings During 2014/15

Consideration of Annual Report for 2013/14 Financial Year.

. Consideration of the Annual Performance Plan for 2014/15 Financial Year.

. Consideration of the 1st to 3rd Quarter Non-Financial Report for 2014/15 Financial Year.

3.3 CONSTITUTIONAL AND LEGISLATIVE FRAMEWORK

3.3.17 THE CONSTITUTION

Organs of state and public enterprises are bound by the basic values and principles set out in section 195 (1) of the Con-
stitution. The Constitution enjoins a provincial legislature to provide mechanisms:

To ensure that all provincial executive organs of state in the province are accountable to it; and

To maintain oversight of provincial executive authority in the province and any provincial organ of state including
FDC.

3.3.2 EXECUTIVEAUTHORITY

The executive authority vests in the Premier who exercises this provincial executive authority with other Members of the
Executive Council (MECs). The MEC is responsible for the function of the executive assigned to him or her by the Premier.
MEC's are accountable collectively and individually to the provincial legislature for the exercise of their powers and the
performance of their functions. Each MEC must provide the provincial legislature with full and regular reports concerning
matters under their control. Boards of Directors of entities like the FDC must regularly provide their MEC's with the above
information. In the case of the FDC the MEC responsible for the Corporation is the MEC for the Department of Economic,
Small Business Development, Tourism and Environmental Affairs (DESTEA).

3.3.3 FDCACT

In terms of the FDC Act, the FDC is a juristic person, subject to the relevant provisions of the PFMA. Main objects of FDC
are set out in Section 3, and the powers of the Board in section 4 and 4A.

3.3.4 NATURE OF THE FDC

The FDC is a juristic person under the ownership and control of a provincial executive through the Member of the
Executive: Economic, Small Business Development, Tourism and Environmental Affairs.
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PUBLIC FINANCE MANAGEMENT ACT (PFMA)

The PFMA sets out the fiduciary duties and general financial governance responsibilities of the Board. It also regulates
conflict of interest, and makes provision for operational and managerial autonomy. In addition, through the Treasury

Regulations, it makes provision for the following reporting and oversight mechanisms:
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Shareholder Compact [TR29.2];

Corporate Plan [s.52(b) r/w TR29.1];

Annual Performance Plan (APP) i.e. predetermined objectives;
Quarterly Performance Reports (QPR's);

Annual Report [s.55(1)(d) r/w TR 28.2]; and

Audit Committee (r/w TR 27.

PROVINCIAL TREASURY

The Provincial Treasury's role is to exercise financial oversight through:

Setting reporting guidelines to promote and enforce transparency in respect of revenue, expenditure, assets and
liabilities of FDC;

Oversight over the funding/borrowing programmers of FDC;
Controlling the utilization of contingent liabilities; and

Effective treasury management models.

3.3.7 THE BOARD

The powers/roles of the Board of Directors are to:

Ensure that the executive management implements the FDC's strategy as established from time to time;

Ensure that FDC has effective, efficient and transparent systems of operational, risk management and financial
internal controls;

Monitor the activities of the executive management;

Provide information on the activities of FDC to those entitled to it;

Ensure the succession and approve the appointment, of senior executives;

Ensure that FDC operates ethically;

Address the adequacy of retirement and health care benefits and funding thereof;

Ensure that FDC has and maintains a system of internal audit under the control and direction of an audit
committee complying with and operating in accordance with regulations and instructions prescribed in terms of
sections 76 and 77 of the PFMA;

Ensure that FDC has and maintains an appropriate procurement and provisioning system which is fair, equitable,
transparent, competitive and cost-effective;
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