AUDIT AND RISK COMMITTEE REPORT
The Audit and Risk Committee is constituted as a committee of the Dis-Chem Board in accordance with the
company’s memorandum of incorporation, and section 84(4)(c) of the Companies Act, 2008. The committee has a
documented terms of reference under which it operates and which has been approved by the Board. This report
is presented to shareholders in compliance with the requirements of the Companies Act and the King Code of
Governance Principles (“King III”).

Composition
The committee comprises of four directors, with suitable qualifications, all of whom are independent non-executive
directors of the company. The following independent non-executive directors served on the committee during the
financial year under review:
•

JS Mthimunye (Chairman)

•

MJ Bowman

•

A Coovadia

•

Mr MSI Gani (appointed on 3 May 2017)

The executive directors, external audit, internal audit and senior management have a standing invitation to attend
meetings of the committee. The committee also meets separately with the external auditors, internal auditors and
senior management as required.
At each annual general meeting the Board shall present the shareholders with at least three suitable candidates
from amongst the independent non-executive directors, on recommendation by the Nomination Committee, for
election as committee members. The Board shall have the power at all times to appoint, remove and replace any
member from the committee.

Role and responsibilities of the committee
The committee has the following specific responsibilities:

Integrated reporting

The committee oversees integrated reporting, and in particular the committee must:
• have regard to all factors and risks that may impact on the integrity of the integrated report;
• review the annual financial statements, interim reports, preliminary or provisional result announcements,
summarised integrated information, any other intended release of price-sensitive information, circulars and
prospectuses, trading statements and similar documents;
• comment in the annual financial statements on the financial statements, the accounting practices and the
effectiveness of the internal financial controls of the company;
• consider the frequency for issuing interim results and whether the external auditors should perform assurance
procedures on the interim results;
• review the disclosure of sustainability issues in the integrated report to ensure that it is reliable and does not
conflict with the financial information;
• recommend to the Board the engagement of an external assurance provider on material sustainability issues; and
• recommend the integrated report for approval by the Board.

Combined assurance

The committee ensures that a combined assurance model is applied to provide a coordinated approach to all
assurance activities, and in particular the committee should:
• ensure that the combined assurance received is appropriate to address all the significant risks facing the company
via suitable mitigating controls;
• provide an effective counterbalance to executive management, thereby upholding the independence of internal
and external assurance providers, to enhance effectiveness; and
• monitor the relationship between the external assurance providers and the company.
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Finance function and financial director
The committee:

• considers and satisfies itself as to the suitability of the expertise and experience of the financial director every year
and confirm this in the integrated report.

External audit

The Committee is responsible for recommending the appointment of the external auditor and to oversee the
external audit process and in this regard the committee:

LEADERSHIP

• reviews the expertise, resources and experience of the company’s finance function, and disclose the results of the
review in the integrated report; and

• nominates the external auditor (a registered auditor), who in the opinion of the committee, is independent of the
company, for appointment by the shareholders;
• approves the terms of engagement and remuneration for the external audit engagement;
• ensures that the appointment of the auditor complies with the provisions of the Act and any other legislation
relating to the appointment of auditors;
• defines a policy for non-audit services and pre-approve the contracts for non-audit services to be rendered by the
external auditor;
• ensures that there is a process for the committee to be informed of any issues identified and reported by the
external auditor; and
• reviews the quality and effectiveness of the external audit process.

2017 PERFORMANCE

• monitors and report on the independence of the external auditor in the annual financial statements;

Internal audit

The committee is responsible for overseeing the internal audit function, and in particular the committee:

• reviews and approves the internal audit plan;
• annually reviews and approves the internal audit charter;
• receive and deal appropriately with concerns or complaints, including those on its initiative relating to the
accounting practices and internal audit of the company; the content or auditing of the company’s financial
statements; the internal financial controls of the company or any related matter;
• review and confirm the independence of the internal audit function on an annual basis; and
• ensure that the internal audit function is subject to an independent quality review, as and when the committee
determines it appropriate.
The committee is an integral component of the risk management process and specifically the committee must
oversee financial reporting risks; internal financial controls; fraud risks as it relates to financial reporting; and IT risks
as it relates to financial reporting. The committee performs all the functions necessary to fulfil its risk management
role and including the following:
• ensuring the establishment of an independent risk function at a Group level;
• overseeing the development and annual review of a policy and plan for risk management to recommend for
approval to the Board;
• monitoring implementation of the policy and plan for risk management taking place by means of risk management
systems and processes;

AUDITED ANNUAL
FINANCIAL STATEMENTS

Risk management

CORPORATE
GOVERNANCE REVIEW

• is responsible for the appointment, performance assessment and/or dismissal of the head of internal audit or the
outsourced service provider;

• making recommendations to the Board concerning the levels of tolerance and appetite and monitoring that risks
are managed within the levels of tolerance and appetite as approved by the Board;
• ensures that risk management assessments are performed on a continuous basis and at least once a year;
• ensures that continuous risk monitoring by management takes place;
• expresses the committee’s formal opinion to the Board on the effectiveness of the system and process of risk
management;
• reviews reporting concerning risk management that is to be included in the integrated report for it being timely,
comprehensive and relevant; and

SHAREHOLDER
INFORMATION

• ensures that management considers and implements appropriate risk responses;

• ensures that a risk register is maintained by management and provided to the Board regularly.
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Financial reporting and financial control
The committee:

• evaluates the adequacy and effectiveness of the accounting policies adopted by the company in terms of IFRS,
JSE Listings Requirements and other legal requirements;
• considers the adequacy and clarity of disclosures in the financial statements ;
• reviews the effectiveness of financial management and the quality of internal accounting control systems and
reports produced by financial management;
• concludes and reports annually to stakeholders and the Board on the effectiveness of internal financial controls;
• reviews the impact of new financial systems, tax and litigation matters on financial reporting;
• reviews the company’s interim and audited annual financial statements, summarised financial information interim
and preliminary announcements, dividend announcements, and all financial information, including non-financial
information in the integrated report, for distribution to shareholders and the general public, prior to submission to
the Board or publication and confirm that the annual financial statements present a balanced and understandable
assessment of the company’s position, performance and prospects; and
• reviews the basis on which the company has been determined a going concern and make a recommendation to
the Board.

Evaluation of Chief Financial Officer and finance function
The committee is satisfied as to the expertise, resources and experience of the company’s finance division and the
appropriateness of the experience and expertise of the Chief Financial Officer. It is satisfied that the composition of
the finance function meets the Group’s requirements.

Independence of external auditors
The committee appraised the independence, quality and effectiveness of the external audit function. Part of
this process was to obtain confirmation from the external auditors that the firm, partner and staff responsible for
the audit comply with all legal and professional requirements in regard to independence. The committee also
approved the fees paid to the external auditors.
The committee confirmed its satisfaction with the independence and level of service rendered by the external
auditor, Ernst & Young Inc., for the 2017 financial year.

Policy on non-audit services
Non-audit services provided by the external auditors in the current financial year related to the listing of the
company and amounted to R9.8 million. This fee was approved by the Audit Committee. The committee
subsequently formulated a policy to manage and approve non-audit services.

Execution of functions of the Audit Committee
The committee is satisfied that, in respect of the period under review, it has conducted its affairs and discharged its
duties and responsibilities in accordance with its terms of reference, the Companies Act and King III.

J Mthimunye
Audit and Risk Committee Chairman
23 June 2017
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