Dis-Chem Pharmacies King IV Register 2018

Principle 1

The governing body should lead ethically and effectively.
King IV™ Outcome King IV™
Reference
The Directors recognise the benefits of an ethical culture, and base their
Ethical Culture
K IV™ P1 Prac 1.a.i
decisions and actions on the Group’s ethical values and principles. The Board Good Performance
leads the Group with good faith and best interest.
Effective Control
Legitimacy
Directors recuse themselves from discussion or decisions on matters in which Ethical Culture
they have a conflict of interest and inform the Board of any potential conflicts
of interest in relation to particular items of business at the commencement of
all Board or committee meetings.

K IV™ P1 Prac
1.a.ii

To ensure effective leadership, Board members dedicate a significant amount Ethical Culture
of time and effort to their fiduciary duties, well beyond meeting legal
requirements.

K IV™ P1 Prac
1.a.iii

The Board is required to lead ethically and effectively, and therefore cultivates Ethical Culture
the characteristics of integrity, competence, responsibility, accountability,
fairness and transparency. The Board exhibits these characteristics in their
conduct both individually and as a collective unit.

K IV™ P1 Prac
1.a.iv

All Board members are suitably qualified for their roles as directors and have
extensive business experience and specialist skills across a range of sectors.
This brings multiple perspectives to bear in discussion and debate, ensuring
robust oversight and strategic decision-making.

K IV™ P1 Prac
1.b.ii

Effective Control

1

The Nomination Committee is responsible for attending to the continuing
professional development of Dis-Chem’s Board members.

Effective Control

K IV™ P1 Prac
1.b.iii

The Board is committed to driving Dis-Chem's value-based strategy and
operations, taking into account the short- and long-term impacts on the
economy, society, environment and its stakeholders. Members of the
Board steer Dis-Chem’s direction by inter alia
 approving policy and planning
 overseeing and monitoring of implementation and execution
by management; ensuring for accountability for
organisational performance.

Effective Control

K IV™ P1 Prac 1.c.i

Board members are provided with information on the Group’s strategies,
plans and performance, and devote sufficient time and effort in preparation
for meetings.

Good Performance K IV™ P1 Prac
Effective Control 1.c.iv

The Board considers its relationship with a broad spectrum of stakeholders as Effective Control
imperative in creating value over the medium and long term.
The Board is cognisant of the fact that its decisions will have an impact on
society, the economy and the environment.

K IV™ P1 Prac 1.e.i

Ethical Culture
K IV™ P1 Prac
Good Performance 1.e.ii

Dis-Chem promotes a transparent culture in the way it conducts all aspects of Ethical Culture
its business.
Legitimacy

K IV™ P1 Prac 1.f

Dis-Chem's Board approved Code of Conduct requires all employees to adhere Ethical Culture
to ethical business practices in their relationships with one another, suppliers,
intermediaries, shareholders and investors, to display integrity, mutual

K IV™ P1 Prac 2
and 3

2

respect and openness, and affords them the opportunity to challenge others
who are not adhering to these values.

Principle 2

The governing body should govern the ethics of the organisation in a way that supports the establishment of an
ethical culture.
Dis-Chem has placed a focus on organisational ethics and strives to operate
Ethical Culture
according to the highest ethical standards. Dis-Chem's policies specify the
standards of ethical behaviour expected of its Board members and employees
in areas such as compliance with the law, the protection of personal
information, employee rights and sound business practices.

K IV™ P2 Prac 4

Ethical governance finds its expression through the Board in its Code of
Conduct. The Code of Conduct sets the appropriate example and tone,
ensuring that the ethical culture within Dis-Chem is aligned to the standards
set by the governing body. Ethical governance is further driven through the
implementation of appropriate policies and practices.

Ethical Culture

K IV™ P2 Prac 5

Dis-Chem's Code of Conduct ensures that ethical standards and
expectations are clearly communicated to all employees. The Code guides
interaction with all stakeholders, including employees, and addresses the
Group’s key ethical risks.

Ethical Culture
Effective Control

K IV™ P2 Prac 6.a

The Code of Conduct guides interaction with all stakeholders, including
employees, as well as addressing the key ethical risks of the Group.

Ethical Culture

K IV™ P2 Prac 6.b

Management has been delegated the responsibility for implementation and Ethical Culture
execution of the Code of Conduct. The Board, with the assistance of the Social Effective Control
and Ethics Committee, exercises ongoing oversight of the management of

K IV™ P2 Prac 8

3

ethics, monitoring Dis-Chem’s activities with regard to ethics and ensuring it is
integrated in the Group’s operations.
Dis-Chem is careful in applying employment equity when recruiting and
remunerating employees and takes cognisance of issues of discrimination in
this regard.

Ethical Culture

K IV™ P2 Prac 9.a

Dis-Chem understands that any conflict of interest would have an adverse
effect on the way the Group and its business operations are perceived, and as
such tries to ensure that suppliers are sourced ethically.
The whistle-blowing mechanisms and management of the independent ethics Effective Control
reporting line to detect breaches of ethical standards, as well as the dedicated
effort to create awareness, detect and resolve ethical violations and provide
training on anti-corruption and anti-competitive behaviour, all contribute to a
strong ethical foundation.

Principle 3

K IV™ P2 Prac 9.b

The governing body should ensure that the organisation is and is seen to be a responsible corporate citizen.
The Board is committed to its role of overseeing the Group’s conduct as a
good corporate citizen, and approves the strategy and priorities of the
business.

Ethical Culture
K IV™ P3 Prac 11
Good Performance
Effective Control

Dis-Chem upholds the spirit and purport of the Constitution, and is guided by Ethical Culture
the Bill of Rights, the law, leading standards and its own policies. The Board
has directed the Audit and Risk Committee to monitor and report on
compliance with applicable laws and regulations. The Social and Ethics
Committee also carries some responsibilities in this regard. Dis-Chem ensures

K IV™ P3 Prac 12
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that it keeps up with current and pending legislation, and any regulations
relevant to the Group.
Dis-Chem's strategy is value-based and takes into account stakeholder needs
and expectations. The focus is on the strategic outcomes that support the
Group’s good corporate citizenship status.

Ethical Culture
K IV™ P3 Prac 13
Good Performance
Effective Control

The Social and Ethics Committee assists the Board to monitor the Group’s
corporate citizenship responsibilities. The Social and Ethics Committee
monitors progress against transformation targets, fair remuneration, health
and safety, community development as well as its contribution to the greater
society.

Ethical Culture
K IV™ P3 Prac 14.a
Good Performance
Effective Control
Legitimacy

Dis-Chem appreciates that it's ordinary business activities impact significantly
on society the national economy. The Board monitors management’s progress
against growth plans, ensuring increased employment and contribution to the
national economy.

Ethical Culture
K IV™ P3 Prac 14.b
Good Performance
Effective Control
Legitimacy

Dis-Chem's zero-tolerance approach to fraud ensures that a firm stance is
taken against fraud and in the prosecution of offenders. The Board advances
the societal interest that lawlessness and criminality should be resisted.
Dis-Chem seeks to minimise its impact on the environment by integrating
pollution control, waste management and recycling activities into operating
procedures.

Ethical Culture
K IV™ P3 Prac 14.d
Good Performance
Effective Control

The Board has delegated to the Social, Ethics and Transformation committee
the responsibility for monitoring and reporting of social, ethical,

Ethical Culture
K IV™ P3 Prac 15.a
Good Performance
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Principle 4

transformational and sustainability practices that are consistent with good
corporate citizenship.

Effective Control
Legitimacy

Dis-Chem's Integrated report, details the Group’s progress against its
priorities and sustainability framework, within the context of global policies,
material sustainability challenges, governance, ethics and human rights,
safety, developing and retaining a skilled and diverse workforce, responding
to consumer relationships and in general highlighting planned future focus.

Ethical Culture
K IV™ P3 Prac 15.b
Good Performance
Effective Control
Legitimacy

The governing body should appreciate that the organisation's core purpose, its risks and opportunities, strategy,
business model, performance and sustainable development are all inseparable elements of the value creation
process.
The Board ensures that a robust strategy process is defined and executed.

Good Performance K IV™ P4 Prac 1
Effective Control

The Board and executive management work closely in determining DisChem’s strategic direction and objectives.

Good Performance K IV™ P4 Prac 2
Effective Control

Management initiates strategy reviews and business planning processes. It
formally presents the short, medium and long-term strategy to the Board
which challenges these plans constructively in respect of assumptions, time
frames and objectives.

Good Performance K IV™ P4 Prac 3.a
Effective Control

Resources and various forms of capital are considered, disclosed and linked to Good Performance K IV™ P4 Prac 3.c
value creation in the Integrated Annual Report.
Effective Control
Continued engagement with internal and external stakeholder Groups
are central to determining and highlighting the material issues that have the

Good Performance K IV™ P4 Prac 3.d
Effective Control
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most impact on Dis-Chem’s ability to create value. The process ensures that
stakeholder needs and expectations are considered. Stakeholders include
staff, clients, shareholders, regulators and communities.

Legitimacy

The Board, in determining strategy, considers the six capitals in directing the
Group’s inputs and activities towards sustainable and positive outputs and
outcomes.

Good Performance K IV™ P4 Prac 3.e
Effective Control
Legitimacy

The Board exercises ongoing oversight of the implementation of strategy and Good Performance K IV™ P4 Prac 4
operational plans against the agreed performance measures and targets.
Effective Control
Legitimacy
The operational plans and value creation process is set out in the integrated
report as well as an overview of performance against strategic objectives.
Information on material matters, risks and opportunities can be found in the
integrated report.
As part of its assessment of the Group’s strategy the Board has regard to the
negative consequences of its activities. It recognises the interdependence of
the various forms of capital and ensures that potentially negative
consequences are mitigated through monitoring customer complaints to
ensure that the Group responds appropriately.

Good Performance K IV™ P4 Prac 7
Effective Control
Legitimacy

The Board formally assesses the Group’s ability to continue as a going concern Good Performance K IV™ P4 Prac 8
along with solvency and liquidity requirements. The Board is satisfied that the Effective Control
Group has adequate resources to continue operating into the foreseeable
Legitimacy
future.
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Principle 5

The governing body should ensure that reports issued by the organisation enable stakeholders to make informed
assessments of the organisation's performance, and its short, medium and long term prospects.
The Board is assisted by the Audit and Risk Committee in reviewing and
approving the integrated annual report, annual financial statements and all
other statutory reporting on key matters affecting the Group and its
stakeholders.

Good Performance K IV™ P5 Prac 9
Effective Control
Legitimacy

The integrated report is prepared in line with recognised local and
Good Performance K IV™ P5 Prac 10
international guidelines including International Financial Reporting Standards Effective Control
(IFRS), the International Integrated reporting Council’s (IIRC) Integrated
Legitimacy
reporting Framework (which was considered but not adopted), the reporting
principles contained in King III (in 2018 it will be King IV) and the JSE Limited
Listings Requirements and the Companies Act.
The Audit and Risk Committee, together with the Board oversee the
integrated reporting process and reviews the annual financial statements,
which are audited by the external auditor.

Good Performance K IV™ P5 Prac 12
Effective Control
Legitimacy

The Board reviews the integrated annual report and annual financial
statements in conjunction with the Audit and Risk Committee before these
are published to confirm that the reports addresses all material issues and
fairly represents the Group’s performance.

Good Performance K IV™ P5 Prac 13
Effective Control
Legitimacy

The Board, through the Audit and Risk Committee and other Board
Committees, ensures that the necessary controls are in place to verify and
safeguard the integrity of the annual reports and any other disclosures.

Good Performance K IV™ P5 Prac 14
Effective Control
Legitimacy
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Principle 6

The governing body should serve as the focal point and custodian of corporate governance in the organisation.
The Board Charter articulates governance responsibilities, including the role,
responsibilities, membership requirements and procedural conduct.

Ethical Culture
Effective Control

K IV™ P6 Prac 1.a

The Board Charter is reviewed and approved by the Board annually.

Ethical Culture
Effective Control

K IV™ P6 Prac 1.b

The Board as well as any Director or Committee may obtain independent,
Ethical Culture
external professional advice at Dis-Chem’s expense concerning matters within Effective Control
the scope of their duties. The Directors may request documentation from, and Legitimacy
set up meetings with, management as and when required.

Principle 7

K IV™ P6 Prac 3

The governing body should comprise the appropriate balance of knowledge, skills, experience, diversity and
independence for it to discharge its governance role and responsibilities objectively and effectively.
The Nomination Committee assists the Board in its responsibility to elect a
diversified Board.

Ethical Culture

K IV™ P7 Prac 6

The Board recognises that an appropriately balanced and diverse governing
body is critical to achieving progressive and sustainable transformation.

Ethical Culture
Legitimacy

K IV™ P7 Prac 7.a

The Board comprises a majority of independent non-executive directors.

Ethical Culture
Legitimacy

K IV™ P7 Prac 7.b

Dis-Chem is working towards adapting and addressing its gender diversity
Ethical Culture
requirements in line with the JSE Listings Requirements, to promote race and

K IV™ P7 Prac 7.f
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gender diversity at Board level.
Directors are rotated periodically to attain a fresh perspective, while retaining
valuable knowledge and skills.

K IV™ P7 Prac 12

The Nomination Committee assists the Board in developing a succession plan
to fill key executive positions as and when necessary.

K IV™ P7 Prac 13

To ensure a formal and transparent appointment process, any new Director
appointments are considered by the Board as a whole, on the
recommendation of the Nomination Committee.

Ethical Culture

K IV™ P7 Prac 14
and 15

The selection process includes and evaluation of the existing balance of
knowledge, skills and experience on the Board. The needs of the Group and
requirements at Board level are thoroughly assessed.

Ethical Culture

K IV™ P7 Prac 16.a

The process of identifying suitable candidates to be proposed for
appointment involves taking into consideration diversity and inclusion.

Ethical Culture

K IV™ P7 Prac 16.b

When considering the re-election of the Directors who have retired by
rotation, the Board, with the support of the Nomination Committee,
considers the results of their performance evaluation including attendance at
meetings of the governing body and its committees.

Ethical Culture
K IV™ P7 Prac 17
Good Performance
Effective Control
Legitimacy

Non- Executive Directors must provide the Board with details of their
professional commitments and provide a statement that confirms they have
sufficient time available to fulfil their responsibilities as a Board member.

Ethical Culture
Legitimacy

K IV™ P7 Prac 18
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The Nomination Committee performs background and qualification checks on Ethical Culture
each candidate prior to nomination.
Effective Control
Legitimacy

K IV™ P7 Prac 19

The relationships between directors and the Dis-Chem Group are formalised
by agreement, and the terms and conditions for serving as a member of the
governing body are included therein.

Ethical Culture
Effective Control
Legitimacy

K IV™ P7 Prac 21

Newly appointed Directors are formally inducted in Dis-Chem’s business.
Board matters and their duties and governance responsibilities as directors
are clarified.

Ethical Culture
Legitimacy

K IV™ P7 Prac 22

A mentorship programme is available for new inexperienced directors and the Legitimacy
Nomination Committee oversees the development and implementation of
continuing professional development programmes for Directors.

K IV™ P7 Prac 23

Members of the Board receive briefings on recent legal developments and
changes in the risk and general business environment on an on-going basis.

Ethical Culture
Effective Control
Legitimacy

K IV™ P7 Prac 24

Directors are required to declare any personal financial interest that pose a
conflict of interest through a formal disclosure process.

Ethical Culture
K IV™ P7 Prac 25
Good Performance
Effective Control
Legitimacy

Directors recuse themselves from discussion or decisions on matters in which Ethical Culture
K IV™ P7 Prac 26
they have a conflict of interest and inform the Board of any conflicts of
Good Performance
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Principle 8

interest in relation to particular items of business at the commencement of
any Board or committee meeting.

Legitimacy

The Dis-Chem Group ensures that board composition is aligned with the
requirements of King IV regarding the number of executive versus nonexecutive directors. Skills, experience and tenure of Board members are
monitored on an ongoing basis.

Ethical Culture
K IV™ P7 Prac 30.a
Good Performance
Effective Control
Legitimacy

The Board adopted a policy on the promotion of gender diversity at Board
level, which is explained in the integrated report. A more definitive policy on
the promotion of race diversity will be considered and incorporated during
the 2018 financial year to ensure compliance with the amended JSE listings
requirements.

Ethical Culture
K IV™ P7 Prac 30.b
Good Performance
Effective Control
Legitimacy

The governing body should ensure that its arrangements for delegation within its own structures promote
independent judgement and assist with balance of power and the effective discharge of its duties.
The Board has constituted four committees to discharge specific respective
responsibilities on behalf of the Group. The committees are as follows:
 the Audit and Risk Committee
 the Nomination Committee,
 the Remuneration Committee
 the Social and Ethics Committee.

Effective Control

A delegation by the Board of its responsibilities to a committee will not by or
of itself constitute a discharge of the Board’s accountability.

Good Performance K IV™ P8 Prac 40
Legitimacy

The committees operate in accordance with written terms of reference which Effective Control
are reviewed and approved by the Board annually.

K IV™ P8 Prac 39

K IV™ P8 Prac 42
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The committees are appropriately constituted and members are appointed by Effective Control
the Board.
Legitimacy

K IV™ P8 Prac 43.a

The terms of reference of each committee adequately set out the roles and
associated responsibilities of the committee.

Effective Control

K IV™ P8 Prac 43.b

Each committee is given the necessary power and authority by the Board to
investigate any activity within the scope of its terms of reference, and in
respect of decision making, which is ultimately approved by the Board.

Good Performance K IV™ P8 Prac 43.c
Effective Control

The tenure of each committee is set out in its terms of reference.

Effective Control

K IV™ P8 Prac 43.d

Details on how and when each committee must report to the Board and
others are clearly set out in its terms of reference.

Effective Control

K IV™ P8 Prac 43.e

Each committee has reasonable access to the Group’s records, facilities,
employees and any other resources necessary to discharge its duties and
responsibilities.

Effective Control

K IV™ P8 Prac 43.f

The Board conducts a performance review of the effectiveness of each
committee annually.

Effective Control
Legitimacy

K IV™ P8 Prac 43.h

The Board is satisfied that each committee is constituted by members who
are suitable and have the necessary qualifications and experience to fulfil
their duties.

Effective Control

K IV™ P8 Prac 45
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Each committee has a minimum of three directors as its members.

Effective Control

K IV™ P8 Prac 46

Members of the executive and senior management are invited to attend
committee meetings either by standing invitation or on an ad hoc basis to
provide pertinent information and insights in their areas of responsibility

Good Performance K IV™ P8 Prac 47
Effective Control

A delegation by the Board of its responsibilities to a Committee will not by or Good Performance K IV™ P8 Prac 49
of itself constitute a discharge of the Board’s accountability.
Effective Control
Legitimacy
The Audit and Risk Committee provides independent oversight of, among
others, the effectiveness of the Group’s assurance services, with particular
focus on combined assurance arrangements, including external assurance
service providers, internal audit and the finance function.

Good Performance K IV™ P8 Prac 51.a
Effective Control

The Audit and Risk Committee provides independent oversight of the integrity Effective Control
of the annual financial statements and, to the extent delegated by the Board,
other external reports issued by the Group.

K IV™ P8 Prac 51.b

Board members are not absolved from their fiduciary duties and are
Good Performance K IV™ P8 Prac 52
ultimately accountable for delegated responsibilities such as the approval of Effective Control
the annual financial statements. The Board continues to exercise due care and
judgement in accordance with their legal obligations as directors of the
Group.
Adequate processes and structures have been implemented to assist the
Audit and Risk Committee in providing oversight and ensuring the integrity
of external reports issued by the organisation.

Ethical Culture
K IV™ P8 Prac 54
Good Performance
Effective Control
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Legitimacy
All members of the Audit and Risk Committee are independent non-executive Good Performance K IV™ P8 Prac 55
directors and have the necessary expertise in accounting and finance.
Effective Control
Legitimacy
All members of the Audit and Risk Committee are independent non-executive Ethical Culture
K IV™ P8 Prac 56
directors.
Good Performance
Effective Control
Legitimacy
The chairperson of the Audit Committee is selected by the Board.

Good Performance K IV™ P8 Prac 57
Effective Control
Legitimacy

Non-audit services provided by the external auditors in the current financial Good Performance K IV™ P8 Prac
year related to the listing of the Group and amounted to R9.8 million. This fee Effective Control 59.a.i
was approved by the Audit Committee. The committee subsequently
Legitimacy
formulated a policy to manage and approve non-audit services.
The Audit 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.

Ethical Culture
K IV™ P8 Prac 59.c
Good Performance
Effective Control
Legitimacy

The Committee confirmed its satisfaction with the independence and level of
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service rendered by the external auditor, Ernst & Young Inc., for the 2017
financial year.
The Audit Committee is satisfied as to the expertise, resources and experience Good Performance K IV™ P8 Prac 59.d
of the Group’s finance division and the appropriateness of the experience and Effective Control
expertise of the Chief Financial Officer. It is satisfied that the composition of
the finance function meets the Group’s requirements.
The Board has delegated oversight of the process of nominating, electing and Good Performance K IV™ P8 Prac 60.a
appointing members of the Board to the Nomination Committee.
Effective Control
The Nomination Committee is responsible for assisting the Board in
Effective Control
nominating successors to key positions in the Group as part of ensuring that a
formal management succession plan is in place.
The Board is conscious of its responsibility to evaluate its own performance,
the performance of its subcommittees.

K IV™ P8 Prac 60.b

Good Performance K IV™ P8 Prac 60.c
Effective Control
Legitimacy

The Audit and Risk Committee shoulders the responsibility for overseeing risk Good Performance K IV™ P8 Prac 62
governance for the Dis-Chem Group.
Effective Control
Legitimacy
The Remuneration Committee is responsible for overseeing remuneration.

Good Performance K IV™ P8 Prac 65
Effective Control
Legitimacy
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All members of the Committee are independent, non-executive directors.

Good Performance K IV™ P8 Prac 66
Effective Control
Legitimacy

Laurence Michael Nestadt is the Chairman/Independent Non-executive
director of the Remuneration Committee.

Good Performance K IV™ P8 Prac 67
Effective Control
Legitimacy

The Social and Ethics Committee is responsible to oversee and report on
ethics, responsible corporate citizenship, sustainable development and
stakeholder relationships. It is also responsible to execute on the statutory
duties set out in the Companies Act.

Ethical Culture
K IV™ P8 Prac 68
Good Performance
Effective Control
Legitimacy

The Safety, Social and Ethics Committee is responsible to oversee and report
on ethics, responsible corporate citizenship, sustainable development and
stakeholder relationships. It is also responsible to execute on the statutory
duties set out in the Companies Act.

Ethical Culture
K IV™ P8 Prac 69
Good Performance
Effective Control
Legitimacy

Current members:
A Coovadiya (Chairman)- Independent non-executive director
LF Saltzman-Managing Director/ Executive director
IL Saltzman- Chief Executive Officer/ Executive director
RM Morais- Chief Financial Officer/ Executive director

Good Performance K IV™ P8 Prac 70
Effective Control
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Principle 9

The governing body should ensure that the evaluation of its own performance and that of its committees, its chair
and its individual members, support continued improvement in its performance and effectiveness.
Formal assessments of the effectiveness of the Board, Board Committees,
Chairman, Directors and Group Secretary are conducted annually under the
auspices of the Nominations Committee.

Principle 10

Ethical Culture
K IV™ P9 Prac 71
Good Performance
Legitimacy

The governing body should ensure that the appointment of, and delegation to, management contribute to role
clarity and the effective exercise of authority and responsibilities.
Ivan Saltzman has been appointed as the CEO of the Dis-Chem Group.

Effective Control

K IV™ P10 Prac 76

The CEO is the highest executive decision-making authority of the Group is
accountable to the Board for the successful implementation of strategy and
the overall management and performance of the Group, consistent with the
primary aim of enhancing long-term shareholder value.

Good Performance K IV™ P10 Prac 77
Effective Control
Legitimacy

The Nomination Committee is responsible for ensuring that succession plans
are in place for the CEO and senior management.

Effective Control

K IV™ P10 Prac 81

While retaining overall accountability, and subject to matters reserved to
Good Performance K IV™ P10 Prac 84
itself, the Board has delegated authority to the Group Chief Executive Officer Effective Control
to run the day to day affairs of the Group in accordance with the delegation of
authority framework.
The Board, with the assistance of the Nomination Committee, is responsible
for ensuring that succession plans are in place for the Chief Executive Officer
and other Senior Executives.

Good Performance K IV™ P10 Prac 88
Effective Control
Legitimacy
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Principle 11

Mr W Green is the Company Secretary duly appointed by the Board in
accordance with the Companies Act. Mr W Green is not a Director of the
Group.

Good Performance K IV™ P10 Prac 91
Effective Control

The Board takes responsibility to ensure that the Company Secretary has the
necessary competence and authority, and is empowered to discharge his
duties in the best interests of Dis-Chem.

Good Performance K IV™ P10 Prac 93
Effective Control

The Board is satisfied that the Company Secretary is properly qualified and
experienced to competently carry out the duties and responsibilities.

Good Performance K IV™ P10 Prac 94
Effective Control

The Company Secretary is appointed and removed by Board.

Effective Control

K IV™ P10 Prac 95

The governing body should govern risk in a way that supports the organisation in setting and achieving strategic
objectives.
The Board has direct responsibility for the governance of risk and approves
Dis-Chem’s risk policy, giving effect to its set direction on risk.

Good Performance K IV™ P11 Prac 1.a
Effective Control

The Audit and Risk Committee assists the Board with risk governance and
monitors risk management.
Dis-Chem’s risk policy re-affirms that it is committed to effective risk
Effective Control
management in pursuit of its strategic objectives, with the ultimate aim of
Legitimacy
growing sustainable value for all stakeholders by embedding risk management
into key decision-making processes.
The governance of risk in terms of Dis-Chem’s strategic objectives is a
fundamental existing practice in the Group.

K IV™ P11 Prac 1.b

Good Performance K IV™ P11 Prac 2
Effective Control
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The role of the Risk Committee is to ensure that the Group has implemented Legitimacy
an effective policy and plan for risk management which enhances Dis-Chem’s
ability to achieve its strategic objectives.
The Audit and Risk Committee oversees the development and annual review Good Performance K IV™ P11 Prac 3
of a policy and plan for risk management and recommends these for approval Effective Control
by the Board.
The Board also approves risk appetite and tolerance levels, ensuring that risks
are managed within these levels. The Board considers the risk environment
from time to time and ensures that risk management considers materiality
and changes in the external and internal environments.

Ethical Culture
K IV™ P11 Prac 4.a
Good Performance
Effective Control
Legitimacy

The Audit and Risk Committee delegates to management the duty of
Good Performance K IV™ P11 Prac 5
continuously identifying, assessing, mitigating and managing risks within the Effective Control
existing and ever-changing risk profile of Dis-Chem’s operating environment. Legitimacy
Management designs, implements and monitors the risk management plan
and is accountable for embedding the risk management process in the
business.

Good Performance K IV™ P11 Prac 6.f
Effective Control
Legitimacy

Consideration is given for the need to receive periodic independent assurance Good Performance K IV™ P11 Prac 7
on the effectiveness of risk management.
Effective Control
Legitimacy
Internal Audit undertakes an annual audit of the risk management processes.
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The Integrated Annual Report contains details of material risks managed by
Good Performance K IV™ P11 Prac 8
the Group, which includes brand loss, shortage of retail space, competition in Effective Control
independent market, shortage of skills and regulations.
Legitimacy

Principle 12

An overview of the risk management process is highlighted in the Audit and
Risk Committee report, which is included in the annual financial statements.

Good Performance K IV™ P11 Prac 9.a
Effective Control
Legitimacy

An overview of the risk management process is highlighted in the Audit and
Risk Committee report, which is included in the annual financial statements.

Good Performance K IV™ P11 Prac 9.b
Effective Control
Legitimacy

The governing body should govern technology and information in a way that supports the organisation setting and
achieving its strategic objectives.
The Audit and Risk Committee assists the Board with technology and
Good Performance K IV™ P12 Prac 10
information (IT) governance, however the Board is ultimately accountable for Effective Control
the governance of IT management.
The Audit and Risk Committee oversees the implementation of IT governance Good Performance K IV™ P12 Prac 11
mechanisms, IT frameworks, policies, procedures and standards to ensure the Effective Control
effectiveness and efficiency of Dis-Chem’s information systems.
Legitimacy
The Board has delegated the responsibility to implement and execute
Good Performance K IV™ P12 Prac 12
effective technology and information processes and sustems to management. Effective Control
Legitimacy
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The Board is cognisant of the importance of IT as it is interrelated to the
strategy, performance and sustainability of the Group. The IT framework
formalises the processes in place to bring about the integration of people,
technology and information throughout the Group.

Good Performance K IV™ P12 Prac
Effective Control 13.a
Legitimacy

Dis-Chem is equipped to deal with potential information, technology and
Good Performance K IV™ P12 Prac
business disasters. Management is required to implement systems that would Effective Control 13.c
adequately ensure business resilience.
Legitimacy
The Audit and Risk Committee defines the return on investment for IT
investments and projects and is measured and reported on accordingly.

Good Performance K IV™ P12 Prac
Effective Control 13.f
Legitimacy

Dis-Chem takes care that there are measures in place to ensure compliance
with all relevant IT laws laws and related rules, codes and standards.

Good Performance K IV™ P12 Prac
Effective Control 13.i
Legitimacy

The IT framework is aligned to Dis-Chem's business needs and sustainability
objectives.

Good Performance K IV™ P12 Prac
Effective Control 14.a
Legitimacy

Dis-Chem has embedded aspects of an Information Security Policy into the
employee Code of Conduct Policy and the Terms of Reference of the Audit
and Risk Committee, which is reviewed annually and includes the authorised
use of information technology. These policies are monitored, and action is
taken against individuals found to be in breach thereof.

Ethical Culture
K IV™ P12 Prac
Good Performance 14.b
Effective Control
Legitimacy
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The Code of Conduct regulates the use of personal information and dictates
that such information should only be retained so long as it is strictly required.
The Code also emphasises that only reputable and reliable sources should be
used to supplement this information.

Ethical Culture
K IV™ P12 Prac
Good Performance 14.c
Effective Control
Legitimacy

Information security policies are implemented within the Group to support
Ethical Culture
K IV™ P12 Prac
confidentiality, integrity and availability of information, and the monitoring of Good Performance 14.d
security information
Effective Control
Legitimacy

Principle 13

The Audit and Risk Committee is responsible for reviewing and approving DisChem's IT framework and good governance throughout the IT ecosystem by
ensuring the effectiveness and efficiency of the Group’s information systems
from a strategic alignment and risk perspective.

Ethical Culture
K IV™ P12 Prac
Good Performance 15.a
Effective Control
Legitimacy

Independent assurance is provided that the IT controls in place are effective,
information management risks are addressed, and that information systems
are adequate. All significant IT related audit findings are reported to the Audit
and Risk Committee, and in turn the Chief Information Officer reports to the
Board.

Ethical Culture
K IV™ P12 Prac 16
Good Performance
Effective Control
Legitimacy

The governing body should govern compliance with applicable laws and adopted, non-binding rules, codes and
standards in a way that supports the organisation being ethical and a good corporate citizen.
The Board is responsible for Dis-Chem’s compliance with applicable laws. The Ethical Culture
K IV™ P13 Prac 18
accountability and responsibility for compliance risk management in the
Good Performance
Group rests with the Board.
Effective Control
Legitimacy
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Dis-Chem’s global compliance function is responsible for monitoring
compliance with all regulatory obligations in all jurisdictions in which the
Group operates.

Ethical Culture
K IV™ P13 Prac 20
Good Performance
Effective Control
Legitimacy

Management monitors and provides feedback to the Audit and Risk
Committee concerning the relevant changes in legislation and the consequent
impact on the Dis-Chem Group on a regular basis, as well as the actions taken
by management in this regard.

Ethical Culture
K IV™ P13 Prac
Good Performance 21.c
Effective Control
Legitimacy

The Terms of Reference of the Audit and Risk Committee set out an overview Good Performance K IV™ P13 Prac
of the arrangements for governing and managing compliance.
Effective Control 23.a
Changes in legislation, the impact thereof on the Group and the actions to be Ethical Culture
K IV™ P13 Prac
taken by management are reported and monitored at Audit and Risk
Good Performance 23.c
Committee meetings.
Effective Control
Should any material compliance issues or issues that require Board
Ethical Culture
consideration arise in a reporting period, these would be disclosed in the
Effective Control
Integrated Annual Report. No material penalties, fines and/or sanctions were
imposed on the Group in the period.

Principle 14

K IV™ P13 Prac 24
and 25

The governing body should ensure that the organisation remunerates fairly, responsibly and transparently so as to
promote the achievement of strategic objectives and positive outcomes in the short, medium and long term.
The Board has delegated the responsibility for overseeing all elements of
remuneration, including the remuneration philosophy and policy, and the
implementation of the policy to the Remuneration and Nominations

Good Performance K IV™ P14 Prac 26
Effective Control
Legitimacy
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Committee
The Board approves the Terms of Reference of the Remuneration Committee Good Performance K IV™ P14 Prac 27
annually.
Effective Control
Legitimacy
The Remuneration Policy plays a critical role in ensuring the success of the
business by supporting the overall strategy of encouraging a high
performance culture that attracts, retains, and motivates employees.

Good Performance K IV™ P14 Prac
Effective Control 28.a
Legitimacy

The Remuneration Committee ensures that the remuneration process and the Good Performance K IV™ P14 Prac
actual remuneration proposed for all levels in the organisation is fair,
Effective Control 29.a
transparent and responsible in the context of overall employee remuneration. Legitimacy
The Remuneration Policy is transparent with a pay framework that addresses Good Performance K IV™ P14 Prac
among others, base pay and bonuses; severance and retirement benefits; and Effective Control 30.a
share-based and other long-term incentive schemes. The remuneration mix Legitimacy
includes a combination of monetary and non-monetary rewards for
employees in exchange for their time, effort and performance.
Included in Dis-Chem's remuneration mix are the guaranteed packages, short- Good Performance K IV™ P14 Prac
term incentive and long-term incentives.
Effective Control 30.b
Legitimacy
The Group’s remuneration policy covers all types of remuneration including Good Performance K IV™ P14 Prac
guaranteed remuneration; bonuses; payments on termination; share awards; Effective Control 30.d
sign-on; retention and restraint payments; commissions; and allowances.
Legitimacy

25

Principle 15

The Integrated Annual Report includes an overview of the main provisions of
the Remuneration Policy.

Good Performance K IV™ P14 Prac
Effective Control 32.b

A description is provided in the integrated report regarding the basis for
benchmarking and setting non-executive directors’ remuneration.

Good Performance K IV™ P14 Prac
Effective Control 34.g
Legitimacy

In July 2017, the Group’s Remuneration Policy and the remuneration
implementation report will be proposed to shareholders for non-binding
advisory votes at the AGM each year.

Good Performance K IV™ P14 Prac 37
Effective Control
Legitimacy

The governing body should ensure that assurance services and functions enable an effective control environment,
and that these support the integrity of information for internal decision-making and of the organisation's external
reports.
The Audit Committee has been delegated the task of overseeing the
effectiveness of Dis-Chem’s assurance services with focus on combined
assurance including external and internal audit.

Good Performance K IV™ P15 Prac
Effective Control 40.a
Legitimacy

The internal audit function ensures the support the integrity of information
for internal decision making and of Dis-Chem’s external reporting purposes.

Good Performance K IV™ P15 Prac
Effective Control 40.b
Legitimacy

The Board, with the support of the Audit Committee, satisfies itself that the Effective Control
combined assurance model is effective and sufficiently robust for the Board to Legitimacy
be able to place reliance on the combined assurance underlying the
statements that the Board makes concerning the integrity of Dis-Chem’s
external reports.

K IV™ P15 Prac
40.c
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Dis-Chem has implemented a combined assurance model, which takes into
Good Performance K IV™ P15 Prac 41
account the relationship between the external assurance providers and the
Effective Control
Group; allows for mitigating controls for significant risks; and upholds the use Legitimacy
of internal and external service providers to enhance effectiveness of
assurance.
The Chief Executive Officer (CEO) owns and manages risk and is responsible
Good Performance K IV™ P15 Prac
for designing and implementing the risk management process and monitoring Effective Control 42.a
thereof. The CEO regularly reviews the Group’s risks to ensure mitigation
strategies are being implemented and are effective.
At management level, risks and their mitigating controls are identified and
Good Performance K IV™ P15 Prac
controlled within a risk framework determined by the Board, and the process Effective Control 42.b
is monitored and evaluated under the direction of internal audit.
Legitimacy
With the assistance of independent assurance service providers, such as the
external auditor and the internal auditor, the Audit and Risk Committee and
other Board Committees review and evaluate the Integrated Annual Report
and the Annual Financial Statements, prior to recommendation to the Board
for approval.

Good Performance K IV™ P15 Prac
Effective Control 42.d and 44

The Board is satisfied that the combined assurance model is effective
enough for it to conclude that the content of the external reports can be
relied on.

Good Performance K IV™ P15 Prac 46
Effective Control
Legitimacy

A brief description of the nature, scope and extent of the assurance functions, Good Performance K IV™ P15 Prac
services and processes underlying the preparation and presentation of the
Effective Control 47.a
report are explained in the integrated report.
Legitimacy
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The statement is found in the integrated report.

Ethical Culture

K IV™ P15 Prac
47.b

The internal audit function is an integral part of the governance structure of
the Group and is overseen by the Audit and Risk Committee.

Effective Control
Legitimacy

K IV™ P15 Prac 48

An Internal Audit Charter is in place and outlines the responsibilities of the
internal audit function. The Board approves the Internal Audit Charter
annually.

Effective Control
Legitimacy

K IV™ P15 Prac 49

Additional resources and skills required for specialist functions and
supplements are approved by the Audit and Risk Committee.

Good Performance K IV™ P15 Prac 50
Effective Control
Legitimacy

The CAE has unlimited access to all officers of Dis-Chem including the
Chairmen of the Board, the Audit and Risk Committee and the CEO.

Ethical Culture

K IV™ P15 Prac 53

The CAE has a standing invitation to attend meetings of the executive
committee or other committees made up of a majority of senior executives
but is not a member of these committees in order to protect independence.

Ethical Culture

K IV™ P15 Prac 54

The legal engagement director/partner of the outsourced service provider will Effective Control
execute the operational responsibilities of the CAE in terms of the day-to-day
operations of the internal audit function, reporting to the designated senior
management of Dis-Chem overseeing the outsourced service contract.

K IV™ P15 Prac 55

28

The CAE reports administratively to the CEO or his nominated deputy and
reports functionally to the Audit and Risk Committee.

Good Performance K IV™ P15 Prac 56
Effective Control

Internal Audit pursues a risk-based approach to planning as opposed to a
compliance approach, which is limited to the evaluation of the adherence to
procedures.

Effective Control

K IV™ P15 Prac
58.a

The Board Charter requires internal audit to be aligned with the risk
assessment process. An Internal Audit Charter has been established, which
ensures that the internal audit function forms an integral part of the
combined assurance model and this model is applied to financial, operational,
compliance and sustainability issues. The assurance model forms part of an
effective governance, risk management and internal control framework.
Internal audit will issue their first assessment of the effectiveness of the
Group’s system of internal controls and risk management in the forthcoming
year.

K IV™ P15 Prac 59

An internal audit review will be performed at least once every five years.

K IV™ P15 Prac 60

The Internal Audit Charter is in line with the International Internal Audit (IIA) Ethical Culture
standards and defines the roles, responsibility and authority of internal audit,
including its role within combined assurance.

K IV™ P15 Prac 61
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Principle 16

In the execution of its governance role and responsibilities, the governing body should adopt a stakeholderinclusive approach that balances the needs, interests and expectations of material stakeholders in the best
interests of the organisation over time.
Establishing and maintaining effective stakeholder relationships is an essential Effective Control
component of sound governance.
Legitimacy

K IV™ P16 Prac 1

In the execution of its governance role and responsibilities, the Board adopts
a stakeholder-inclusive approach that balances the needs, interests and
expectations of material stakeholders.
The Board has approved a stakeholder framework and engagements with
stakeholders are in accordance with this framework.

Effective Control

K IV™ P16 Prac 2

Primary stakeholder groups have been identified as those who influence DisChem’s ability to create sustainable value. These include customers, staff,
suppliers, industry regulators and providers of capital.

Effective Control
Legitimacy

K IV™ P16 Prac 4.a

Dis-Chem has identified its stakeholder groups and actively balances their
legitimate and reasonable needs, interests and expectations.
Details of stakeholder relationships and stakeholder engagements are
included in the integrated report.

Effective Control
Legitimacy

K IV™ P16 Prac 4.b

Stakeholder risks are assessed, and where specific risks are identified,
mitigation measures are prepared or implemented (See page 12 of the
Integrated report)

Effective Control
Legitimacy

K IV™ P16 Prac 4.c
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Dis-Chem constantly seeks ways to improve stakeholder engagement and to
respond effectively to the complexity and diversity of these important
relationships. Sound stakeholder engagement ultimately reduces the
likelihood of Dis-Chem’s reputation being tarnished.

Good Performance K IV™ P16 Prac 4.e
Effective Control

The notice of AGM is published on Dis-Chem’s website and, where required,
notifications are sent to shareholders.

Good Performance K IV™ P16 Prac 6
Effective Control
Legitimacy

As a matter of course, all directors attend the AGM and are available to
respond to shareholder queries.

Good Performance K IV™ P16 Prac 7
Effective Control
Legitimacy

Dis-Chem acts in accordance with the requirements of the Companies Act and Ethical Culture
K IV™ P16 Prac 9
the JSE Listings Requirements regarding the equitable treatment of
Good Performance
shareholders.
Effective Control
Legitimacy
The Board as a whole acts as Group stewards and each Director acts with
Good Performance K IV™ P16 Prac 11
independence of mind in the best interests of Dis-Chem and its stakeholders. Effective Control
In its deliberations, decisions and actions, the Board is sensitive to the
Legitimacy
legitimate interests and expectations of the Group’s stakeholders.
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