
Terra Mauricia Ltd. Annual Report 2020 103Terra Mauricia Ltd. Annual Report 2020102

Internal controls and risk management
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Corporate governance report (cont’d)

SHAREHOLDERS’ AGREEMENT

SHARE INFORMATION

DIVIDEND POLICY

SHAREHOLDERS’ AND STAKEHOLDERS’ RELATIONS AND COMMUNICATION

Terra is not a party to any shareholders’ agreement and, to 
the best of its knowledge, there is no shareholders’ agreement 
between its direct shareholders.

Information relating to share distribution and Stock Exchange 
performance is set out on pages 106 to  109.  Dates of important 
events are also noted.

Terra Services Ltd
Secretary
14 July 2021

The Board has no formal dividend policy. Having regard 
inter alia to Group performance, capital expenditure, debt 
servicing requirements and investment needs, as well as any 
uncertainties facing the Group, the Board nevertheless aims to 
distribute a yearly dividend that is considered sustainable in the 
medium to long-term, under normal circumstances.

The Group understands the importance of communicating with its 
shareholders and ensures that they are kept informed on matters 
affecting Terra. An overview of the relationships with the main 
stakeholders is provided on pages 26 and 27. Communication 
is effected via the Annual Report, the Sustainability Report, 
circulars issued in compliance with the Listing Rules of the Stock 
Exchange of Mauritius, press announcements, the publication 
of Group unaudited quarterly and audited abridged financial 
statements, dividend declarations, Terra’s website and social 
media, where visitors can leave questions or comments, and the 
Annual Meeting, to which all shareholders are invited.

Moreover, all directors are invited and encouraged, save for 
exceptional circumstances, to attend the Annual Meeting and 
to be available to answer shareholders’ questions. In 2019, 
all directors attended the meeting while eight out of eleven 
directors attended the meeting in 2020. Since 2003, it has been 
the practice to allow for the postal vote of shareholders at the 
Annual Meeting of Harel Frères and subsequently of Terra. 

The Group’s risk management framework (RMF) is the 
management structure and set of procedures by which the Group 
enacts its Risk Policy and ensures that the Board of Terra Mauricia 
Ltd is able to discharge its responsibility for the governance of risk 
for the Group in accordance with the Companies Act and the Code 
of Corporate Governance for Mauritius.

The revised RMF illustrated below is designed to enable a continual process for identifying, evaluating, managing and reporting significant 
risks identified across the components of the Group.

The main institutional investors and investment managers are 
invited each year to attend a presentation on the published 
audited results and to put questions to Management. This 
exercise is well attended and welcomed by the investing 
community. 

In addition to the institutional or official forums such as the 
Mauritius Chamber of Agriculture, Business Mauritius, 
the Mauritius Chamber of Commerce and Industry, the Mauritius 
Sugar Syndicate or the Mauritius Cane Industry Authority, 
through which the Group is able to engage with its stakeholders, 
there are regular contacts established with the local communities. 
Those contacts are made, either directly or via the local 
authorities, on a frequent or ad-hoc basis, to remain appraised of 
the concerns and expectations of the stakeholders. 
There has been a number of social impact surveys conducted in 
the neighbouring regions, including in the context of the future 
Beau Plan Smart City, to help the Group engaging with the 
local forces vives and communities. Forums are also regularly 
organised by Terra Foundation with NGOs to assess their work, 
needs or expectations, and also to find ways of going beyond the 
strictly financial aspect of corporate social responsibility (CSR).

Terra’s success as an organisation depends on its ability to identify and manage risks that can prevent it from achieving its objectives, 
including both downside risks as well as upside risks related to opportunities generated by its business and the markets it operates in. 
While ultimate responsibility for risk management rests with the Board, the effective day-to-day management of risk is in the way Terra 
conducts its business and the culture of its team. Terra takes an embedded approach to risk management that puts risk assessment at the 
core of the leadership team agenda.

The Board, advised by the Audit and Risk Committee where appropriate, reviews the significant risks when taking decisions that could 
have a material impact on Terra. The role and responsibilities of the Audit and Risk Committee regarding risk management include 
carrying out a robust assessment of the main risks facing Terra, including those that would threaten its business models, future 
performance, solvency and liquidity. The Committee also has the task of reviewing the Group’s capability to identify and manage new 
types of risk and the effectiveness of internal controls and risk management. It also evaluates the level of risk that Terra is prepared to take 
in pursuit of the business strategy.

RISK MANAGEMENT FRAMEWORK
In 2020, the Board, through the Audit and Risk Committee, decided 
to review the RMF with the assistance of Ernst & Young (EY), 
following the departure of the Group Risk Champion. Following 
the review, a Group Risk Management Committee was set-up at 
managerial level to monitor the risk management of the Group’s 
clusters.

ORGANISATION

OUTCOMES

ASSURANCE AND GUIDANCE

POLICY AND PROCEDURES
RISK POLICY

Internal audit

RISK PROCEDURES

BOARD OF DIRECTORS

AUDIT AND RISK COMMITTEE

GROUP RISK MANAGEMENT COMMITTEE

CLUSTER RISK CHAMPION AND BU GENERAL MANAGERS

• Clear guidance on risk management methodology
• Greater Likelyhood of achieving business objectives
• Fewer sudden shocks and unwelcome surprises
• Reduction in Management time spent “firefighting”
• Achievement of competitive advantage
• Increased likelihood of change initiatives being achieved

• Policy around risk management to drive consistent 
interpretation and management of risks throughout Terra 
Mauricia Ltd and its subsidiaries

• Processes to identify risks, prioritise them, develop 
mitigating strategies and report to the Audit and Risk 
Committee

• Reporting tools and templates that underpin the 
monitoring and management of risks

• Processes to track progress in the implementation of 
remediation strategies; and

• Processes to measure and report on the effectiveness of 
these remediation strategies

Organisation

Assurance and guidanceDeliverables

BU: Business Unit

Policy and Procedures

L E G E N D
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Internal controls and risk management (cont’d)

RISK MANAGEMENT 
ORGANISATION

INTERNAL CONTROLS AND AUDIT 

RISK MANAGEMENT CYCLES

REPORTING ON RISKS

The governance structure and associated lines of 
communication that apply to the Group’s RMF are illustrated 
below. There is a two-way relationship between the risk owners 
(employees) at business unit (BU) level and the Board of 
Directors (the Board) at Group level, whereby the guidance from 
the Board will be cascaded down to the risk owners through 
established lines of communication. Risk registers and risk heat 
maps are established at business unit level, consolidated at 
cluster level and elevated at Group level for reporting purposes 
to the Board. This model allows for a top-down and bottom-up 
approach to risk management to operate.

To ensure the effectiveness of the Group’s RMF, the Board and senior management rely on a number of line functions – including 
monitoring and assurance functions – within the organisation. Terra adopts the ‘Three Lines of Defence’ model as illustrated below:

Under the first line of defence, operational management 
has ownership, responsibility and accountability for directly 
assessing, controlling and mitigating risks.

Internal audit forms the organisation’s third line of defence. The internal audit function of the Group is outsourced to EY, except 
in the case of Grays, which has its own in-house internal auditor, as well as Terrarock, which has retained the services of UHY & 
Co. The internal auditors have a direct reporting line to the Audit and Risk Committees and maintain an open and constructive 
communication channel with the executive management team. They also have direct access to the chairpersons of the Committees 
and the Board. This reporting structure allows the internal auditors to remain independent and to report all items of significance to 
the Board and the Audit and Risk Committees. As the internal audit function is outsourced, it is therefore not possible to list on the 
website the structure, organisation and qualifications of this function.

A risk-based methodology is applied, where the internal auditors first establish a preliminary understanding of the business, 
operations and key risks through discussion with the Audit and Risk Committees, directors and management, and review of the 
risk register to identify high risk areas. A three-year plan is then established and rolled out with internal audit visits conducted at 
the business units. Internal audit reports are communicated and discussed at the Audit and Risk Committees. Follow-up visits are 
conducted where significant high-risk issues have been reported in prior internal audit reports.

During 2020, EY performed four internal audit visits, which were in line with the audit plan approved by the Audit and Risk 
Committee. UHY & Co performed one visit at Terrarock Ltd, while Grays’ internal auditor completed four new assignments and 
submitted one investigative and four follow-up reports. EY also performed a review at Grays on the implementation of Oracle/
Fusion applications. Findings and observations were discussed with management at the respective business units; action plans 
to address internal control gaps were agreed and incorporated in the internal audit reports and reported to the Audit and Risk 
Committees. 

We are continually reinforcing our risk management practices so that we move up the maturity curve for achieving a robust ERM 
system.

The second line of defence consists of activities covered by 
several components of internal governance (compliance, risk 
management, quality, IT and other control departments). This 
line of defence monitors and facilitates the implementation 
of effective risk management practices by operational 
management and assists the risk owners in reporting adequate 
risk related information up and down the organisation.

The graphic below illustrates the risk management cycles 
including the main activities associated with risk management, 
the way risk management integrates with the core processes 
and activities of Terra Mauricia Ltd and its subsidiaries, the 
infrastructure that enables risk management (in terms of 
policies, guidance and tools) and the activities needed to 
establish and sustain a risk management culture.

Our risk reporting process involves risk classification into four 
main categories that take into account the external and internal 
environment of all the business units in the Group. It also 
includes environmental, social and governance related risks.

Some 18 main risks were identified and validated by 
management for the Group, together with their mitigating 
measures and controls. These risks cannot be completely 
eliminated and controls and mitigating measures cannot provide 
absolute protection against factors such as unexpected events, 
errors or fraud.

• Strategic – strategic risks are risks that arise from failure to 
achieve business strategy and objectives;

• Financial – financial risks include areas such as financial 
sustainability, financial resources, market, foreign exchange, 
liquidity and credit risk;

• Operational – operational risks are risks related to internal 
practices, processes and systems that are adequate to achieve 
the associated operational strategic plan. They include human 
capital, environment, stakeholder relations, technology, 
information system, data and cyber security, health and 
safety; and

• Legal and regulatory compliance.

The above model is replicated across the clusters of the Group.

Board of Directors

RMF Infrastructure

FIRST LINE OF DEFENCE

GENERAL MANAGERS AND HEADS OF DEPARTMENT

QUALITY ASSURANCE INTERNAL AUDIT

REGULATOR

COMPLIANCE

RISK MANAGEMENT

INFORMATION AND TECHNOLOGY SECURITY
CLUSTER RISK CHAMPIONS

MANAGEMENT
CONTROLS

INTERNAL CONTROL 
MEASURES

SECOND LINE OF DEFENCE THIRD LINE OF DEFENCE

EXTERNAL AUDITRMF IntegrationRMF Cycle

RMF Culture

Enabling Activities

Cluster Risk Champion

General Manager

Employees

Heads of
Dept./Managers

General Manager

Employees

Heads of
Dept./Managers

General Manager

Employees

Heads of
Dept./Managers

Audit and Risk Committee Internal Audit

Group Risk Management Committee
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Measure, Monitor 
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Change 
Management

Continuous 
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Group Risk & Control Register (RCR) 
and Risk Heat Map

Vision/Goals

Governance

Oversight 
Structure

Common Language
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Technology

Tools
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Risk Policy and Risk Management Framework of 
Terra Mauricia Ltd and its subsidiaries

GROUP RISK MANAGEMENT COMMITTEE

BOARD OF TERRA MAURICIA LTD

FIRST LINE OF DEFENCE

THIRD LINE OF DEFENCE

SECOND LINE OF DEFENCE

AUDIT AND RISK COMMITTEE

Margaret Wong Ping Lun
Chairperson of the Audit and Risk Committee
14 July 2021


