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DETAILED GOVERNANCE DISCLOSURE

Application of King III
We maintained our application of King III in 2016. Our integrated report 2016 details our preparation for King IV.

Full application of King III and compliance with the Listings Requirements and Companies Act is a key performance indicator on our 
strategic dashboard.

Principle Comment

Ethical leadership and corporate citizenship

1.1 The board should provide 
effective leadership based 
on an ethical foundation

Refer principle 2.3 under boards and directors

1.2 The board should ensure that 
the company is and is seen to 
be a responsible corporate 
citizen

Refer principle 2.4 under boards and directors

1.3 The board should ensure the 
company’s ethics are 
managed effectively

Refer principle 2.5 under boards and directors

Boards and directors

2.1 The board should act as the 
focal point for and custodian 
of corporate governance

The board operates in accordance with a detailed charter, based on King III. This charter deals 
with the roles, responsibilities and accountabilities of the board, among others. It meets at least 
four times a year and corporate governance best practice, trends and developments are standing 
agenda items. In addition, the board is informed of governance matters through ongoing 
development initiatives and sessions – refer principle 2.20.

A detailed annual plan ensures the board executes all its responsibilities and complies with its 
charter. The board charter, committee terms of reference as well as board and committee annual 
plans are reviewed and amended in November each year. In light of the planned implementation 
of King IV, however, the board agreed to postpone the standard annual review to coincide with 
the detailed review of all documents and practices to be completed for King IV readiness.

The board, as custodian of corporate governance, has made the office of the group company 
secretary responsible for implementing and monitoring compliance to associated best practices 
across the group. Our group company secretary and legal, Carina Wessels, is a member of the 
executive committee (exco); she reports directly to the CEO and has direct access to the 
chairman. She works closely with internal audit, the compliance and risk management functions, 
and chief audit executive to promote a culture of good governance and compliance in the group.

2.2 The board should appreciate 
that strategy, risk, 
performance and sustainability 
are inseparable

The board charter specifically emphasises the board’s acknowledgement that strategy, risk, 
performance and sustainability are inseparable. The board gives effect to this philosophy by:
›› Contributing to and approving the strategy annually, at which point past performance, key 

risks and sustainability matters are also debated
›› Testing the strategy against Exxaro’s long-term vision, values, business principles, ie the 

capitals framework and stakeholder expectations
›› Satisfying itself that strategy and business plans do not result in risks that have not been 

thoroughly assessed and addressed by management and captured through the enterprise 
risk management process

›› Identifying key performance and risk areas
›› Ensuring the strategy will produce sustainable outcomes
›› Considering sustainability as a business opportunity that guides strategy formulation
›› Discussions on our strategic objectives further highlight the integration and importance 

of strategy, risk, performance and sustainability to stakeholders.

The board and all committees also monitor the strategic performance dashboard, which has 
been scaled to acceptable and tolerable risk appetite measures for all material issues against 
all capitals in the broader sustainability framework.

Each year the board and its committees also agree specific KPIs, in addition to activities detailed 
in the annual plans. This is a maturing process whereby the board can, in its annual evaluation, 
be specifically measured against actions the directors were required to take in that period (to 
support the company achieving its strategic objectives for that year). Although some 2016 
indicators were still largely input-related, these continue to improve and mature to give 
stakeholders more meaningful information on the performance of the board on specific strategic 
issues. The KPIs for the board and each committee are disclosed in the integrated report 2016.
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Principle Comment

Boards and directors (continued)

2.3 The board should provide 
effective leadership based on 
an ethical foundation

We are driven by our desire to operate as a responsible corporate citizen and recognise that an 
ethical culture underpins corporate governance and contributes to our licence to operate. Exxaro 
and its board are committed to ensuring ethical and sustainable business practices, guided by 
our values. Our values are captured in our ethics and related policies, which are approved by the 
social and ethics (SE) committee on behalf of the board. Our ethics management practices 
(including anti-bribery and corruption initiatives) and processes are aligned with international best 
practice.

Refer to the SE committee report for more detail.

2.4 The board should ensure that 
the company is and is seen to 
be a responsible corporate 
citizen

The board and management subscribe to the philosophy that corporate governance – built on 
an ethical and values-based foundation that considers the expectations of all stakeholders 
– permeates all business activities and enables us to achieve our short- and medium-term 
strategic objectives, while contributing to reaching Exxaro’s vision.

The board provides strategic guidance to Exxaro and ensures all decisions consider the 
immediate and long-term impact these have on the environment, the communities in which 
we operate, internal and external stakeholders and business sustainability in general.

Individual directors are very aware of their obligation to fulfil their fiduciary duties, and to apply 
the principles of responsibility, accountability, fairness and transparency in decision-making and 
business execution.

The board supports the group’s brand and communications strategy which strives to effectively 
communicate its corporate citizenship.

Refer page 47 for more detail on our expenditure on social and labour plans, uplifting and 
supporting our communities, as well as charitable projects and initiatives. 

Refer principle 2.11 for more information on stakeholder engagement.

Exxaro has a board-approved political donations policy, which acknowledges that the primary 
purpose of these donations is to strengthen and consolidate democracy by ensuring diverse 
political parties are able to function effectively. The company believes the principle of multiparty 
democracy, as contained in the founding provisions of the Constitution of the Republic of South 
Africa 1996, deserves support by corporate South Africa.

2.5 The board should ensure the 
company’s ethics are 
managed effectively

Exxaro remains committed to the highest standards of honesty, integrity and fairness. Ethics 
processes and policies are managed either by the general manager: risk, compliance and 
assurance or the group company secretary and legal.

Established policies, on which employees are regularly trained and which are frequently reviewed, 
include:
›› Code of ethics
›› Whistleblowing
›› Conflicts of interest
›› Fraud investigation
›› Fraud prevention
›› Fraud response
›› Gifts and benefits from suppliers.

We are confident that our robust policies and processes ensure full compliance with principle 10 
of the United Nations Global Compact on anti-corruption, OECD recommendations on 
corruption, and international legislation and best practice. 

Refer to the SE committee report for more information, especially on anti-bribery and corruption 
training and computer-based ethics training.

2.6 The board should ensure the 
company has an effective and 
independent audit committee

Section 3.84(d) of the Listings 
Requirements

Shareholders elect members of the audit committee, which comprises only independent 
non-executive directors, annually. The committee has detailed terms of reference.

It meets at least four times a year and meets with internal and external auditors independently 
of management at the first and third meetings of the year, to align with the annual and interim 
financial statements review cycle.

Refer the audit committee report and chapter 3 on audit committees for more information.

DETAILED GOVERNANCE DISCLOSURE (CONTINUED)
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Principle Comment

Boards and directors (continued)

2.7 The board should be 
responsible for the 
governance of risk

Although the board has delegated responsibility for the enterprise risk management framework 
and executing risk management initiatives and interventions to the SRC committee and 
management respectively, it retains accountability for risk governance, as expressly indicated 
in the board charter.

The enterprise risk management framework, which considers the interrelationship between 
strategy, risk, performance and sustainability, guides the approach. This framework is frequently 
reviewed to incorporate new thinking and best practices. 

We were nominated for an award in 2016 by the International Institute of Risk Management for 
our innovation in risk management technology. 

Detailed risk reporting is presented to the SRC committee at least twice a year and it reports 
verbally and via its minutes to the board at each meeting. Risks are also discussed in detail at 
the annual board strategy session. Based on this information, as well as the annual internal audit 
review of the effectiveness of the risk management process, the board is comfortable with the 
efficacy of the enterprise risk management system and process.

Refer chapter 4 on the governance of risk for more information.

2.8 The board should be 
responsible for information 
technology (IT) governance

An information management (IM) steering committee was established as a subcommittee of the 
audit committee in 2013 to assist the latter in discharging its responsibilities on the effective and 
efficient management of IT resources to achieve corporate objectives. 

The board-approved information and communications technology governance framework 
remains in force and reporting to the committee, inter alia, occurs against this framework.

The independent external auditors, as part of their annual audit, provide assurance on the 
effectiveness of IT internal controls.

Refer chapter 5 on the governance of IT for more information.

2.9 The board should ensure the 
company complies with all 
applicable laws and considers 
adherence to non-binding 
rules, codes and standards

The board has adopted a policy that sets out our compliance framework, aligned with the 
standards of the Compliance Institute of South Africa. The compliance process is fully integrated 
in the enterprise risk management process. This ensures compliance risks are addressed with 
the same rigour as other categories of risk.

The SRC committee is charged, under its terms of reference, to review the compliance 
framework, process and all compliance risks as part of the enterprise risk management process.

The risk impact matrix, adopted by the board, specifically refers to compliance impacts that 
would prevent Exxaro from achieving its strategic objectives. To ensure the best overall risk 
coverage, standardisation and discharging the accountability of risk owners, the implementation 
of all mitigation techniques is coordinated centrally.

Our combined assurance process is risk-based and, in 2016, specific emphasis was placed 
on assurance activities covering our most important compliance controls relating to ‘licence to 
operate’. The following compliance assurance activities have been concluded and findings 
reported:
›› Compliance to mining charter, issued in terms of the Mineral and Petroleum Resources 

Development Act 28 2002 (MPRDA)
›› BBBEE assurance
›› Validity and enforceability of our mining rights.

Compliance KPIs are part of our strategic performance dashboard. Specific tolerance levels have 
been set within the overall risk appetite. Compliance KPIs and the overall efficacy of the process 
are reported to the SRC committee which, in turn, reports to the board verbally and via minutes 
at each meeting.

In addition to management training, the board receives legislative and best-practice updates 
at each meeting, and in the twice-yearly governance session – refer principle 2.20 for more 
information.

Exxaro received no material fines or penalties for non-compliance in 2016. Refer chapter 6 for 
more information.

DETAILED GOVERNANCE DISCLOSURE (CONTINUED)
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Principle Comment

Boards and directors (continued)

2.10 The board should ensure 
there is an effective risk-based 
internal audit

The internal audit function is outsourced to EY. Its responsibilities are set out in an internal audit 
charter approved by the audit committee and reviewed annually. The charter entrenches the 
risk-based audit approach, reporting lines to the chief audit executive, unrestricted access to the 
information and resources of the company, chairmen of the audit committee and board, as well 
as adherence to the standards for the professional practice of internal auditing and the code of 
ethics of the Institute of Internal Auditors.

EY liaises regularly with the general manager: risk, compliance and assurance, who is also the 
chief audit executive, and discusses the risk profile of the group and its business units to ensure 
a link between internal audit activities and risk profiles.

Refer chapter 7 for more information. 

2.11 The board should appreciate 
that stakeholders’ perceptions 
affect the company’s 
reputation

The board keenly understands the link between stakeholder perceptions and Exxaro’s reputation.

Stakeholder engagement is therefore a critical part of our business as it influences both 
stakeholder perceptions and our reputation. Refer to the integrated report for the specific board 
stakeholder-related KPI in 2016 and other sections in this report for further discussion of 
stakeholder-related matters. 

Refer the section on stakeholders and chapter 8 for more information.

2.12 The board should ensure the 
integrity of the company’s 
integrated report

Functional owners are accountable to ensure the integrity of data and general information 
in the integrated report under the guidance and coordination of an editorial committee.
PricewaterhouseCoopers Incorporated (PwC) assures key performance indicators and 
audits the summarised financial information.

The SRC committee approves material issues to be included in the integrated report, as well 
as the overall narrative. The board, however, reviews and finally approves the content of the 
integrated report prior to publication.

Refer chapter 9 for more information.

2.13 The board should report 
on the effectiveness of the 
company’s system of internal 
controls

As in previous years, EY confirmed that the system of internal controls was satisfactory.
On this basis, the audit committee confirmed and the board is satisfied with the effectiveness 
of the company’s system of internal controls.

2.14 The board and its directors 
should act in the best 
interests of the company

The board strictly adheres to its fiduciary duties and duty of care and skill codified in the 
Companies Act. These are mirrored in the conflicts of interest policy, which also applies to 
directors. Directors are authorised to obtain independent advice in connection with their duties 
and liabilities through the group company secretary and legal.

Conflicts are declared at each board meeting and conservatively interpreted: all conflicts (even 
those broader than the definition of personal financial interests) are treated in line with section 75 
of the Companies Act.

2.15 The board should consider 
business rescue proceedings 
or other turnaround 
mechanisms as soon as 
the company is financially 
distressed as defined in 
the Act

The audit committee reviews financial information in detail and recommends specific action to 
the board if required. It regularly reviews the solvency and liquidity of the group, as well as the 
going-concern statement.

In addition, when considering and reviewing the provision of financial assistance to related and 
inter-related parties, as well as dividends payable, the board considers the solvency and liquidity 
of the group. During the year, the company met the solvency and liquidity test each time it was 
performed.

2.16 The board should elect 
a chairman who is an 
independent non-executive 
director. The CEO should not 
also fulfil the role of chairman 
of the board

The roles of the CEO and chairman are separate: Dr Len Konar is an independent non-executive 
director; the CEO is Mxolisi Mgojo.

The role and responsibilities of the chairman are articulated in the board charter and further 
entrenched in the division of responsibilities policy.

Based on an evaluation of his performance and ability to add value, the chairman is re-elected 
by the board annually.

DETAILED GOVERNANCE DISCLOSURE (CONTINUED)
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Principle Comment

Boards and directors (continued)

2.17 The board should appoint the 
chief executive officer and 
establish a framework for 
delegation of authority

The board appointed Mxolisi Mgojo as CEO effective 1 April 2016. The CEO’s role and 
responsibilities are articulated in the board charter and further entrenched in the division 
of responsibilities policy.

A detailed delegation of authority policy and framework, reviewed annually, indicate matters 
reserved for the board and those delegated to management.

The remuneration committee (Remco) provides input on senior management succession 
planning.

2.18 The board should comprise 
a balance of power, with a 
majority of non-executive 
directors. The majority of 
non-executive directors 
should be independent

Sections 3.84(b), (f) and (g) 
of the JSE Listings 
Requirements

The company has a unitary board structure, comprising executive, non-executive and 
independent non-executive directors (classified in accordance with the JSE Listings 
Requirements and King III):
›› Eight independent non-executive directors 
›› Four non-executive directors
›› Two executive directors.

To support Remco in its nomination process, the group company secretary and legal maintains a 
board matrix to ensure breadth and depth of skills and experience that support and enable the 
company’s vision and strategy: new board nominations are assessed against gaps identified in 
the matrix. 

One third of non-executive directors retire by rotation annually.

The memorandum of incorporation (MoI) does not restrict the board’s ability to remove a director 
without shareholder approval.

2.19 Directors should be appointed 
through a formal process

Sections 3.84(a) and (e) 
of the JSE Listings 
Requirements

In line with the board charter, Remco is responsible for vetting shareholder nominee directors and 
identifying suitable candidates to propose to the board for consideration and, with its support, 
to shareholders for election. In line with the MoI, one third of non-executive directors retire by 
rotation annually and their suitability for re-election is assessed by the board as a whole. 
Summarised résumés of directors standing for election and re-election are included in the 
integrated report 2016.

New directors receive a detailed letter of appointment and undergo induction as discussed 
in 2.20.

2.20 The induction and ongoing 
training and development 
of directors should be 
conducted through formal 
processes

The formal induction programme is managed by the group company secretary and legal: new 
directors are informed of their duties and responsibilities, they meet with fellow board members 
and key executive and senior management, and information on the company is provided through 
extensive induction material, discussions and visits to material business units. All have continued 
access to key management members for information on Exxaro’s operations.

The formal ongoing directors’ development programme involves two full-day sessions during the 
year, visits to key business units, and the opportunity to attend outsourced training interventions 
as required. In 2016, these dealt with:
›› Cyber security risks and global trends
›› Legal developments in environmental regulations for mining
›› Innovation in the mining industry
›› Risk management: appetite and tolerance levels, impact on strategic performance dashboard
›› Global mining industry research, trends and risks
›› Disruption and the general impact on business
›› Shareholder engagement: research, best practices and next steps 
›› Global business risk reviews 
›› Overview of key Listings Requirements for new directors.

During the year, the SRC and SE committees visited Grootegeluk and some of its social and 
labour plan projects.

In addition to formal sessions, directors receive group and industry news articles daily, as well 
as regular analyst reports. 

DETAILED GOVERNANCE DISCLOSURE (CONTINUED)
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Principle Comment

Boards and directors (continued)

2.21 The board should be assisted 
by a competent, suitably 
qualified and experienced 
company secretary

Sections 3.84(i) and (j) 
of the JSE Listings 
Requirements

The board selected and appointed the group company secretary, Carina Wessels, in July 2011 
and recognises her pivotal role in entrenching good corporate governance. All directors have 
access to her advice and services. The board has an established procedure for directors to 
obtain independent professional advice at the group’s cost. Carina assists directors, board 
committees and their members in obtaining this advice.

As stipulated by the JSE Listings Requirements, and in line with the board’s established annual 
evaluation to consider and satisfy itself of Carina’s competence, qualifications and experience, 
we again completed a detailed and formal process that:
›› Evaluated her competence: score of 4.5 out of 5 
›› Confirmed the suitability of her qualifications (page 56, integrated report), supplemented in 

2016 with an LLM in extractive industry law in Africa (cum laude). She again exceeded her 
continued professional development requirements

›› Confirmed her experience: over 15 years in the mining industry and 12 specifically in corporate 
secretariat positions. 

Carina does not serve as a director of the board and the assessment confirmed her independence 
and arm’s-length relationship with the board based on displayed behaviours and her confirmation 
that she has not been restricted in any way in carrying out her obligations to act as the 
company’s gatekeeper of good governance and that she has a direct channel of communication 
to the chairman and the other directors. She assumed executive accountability for legal from 
1 January 2017.

2.22 The evaluation of the board, 
its committees and the 
individual directors should 
be performed every year

Board and committee performance is evaluated annually. Details of the evaluation appear in 
the integrated report 2016. 

2.23 The board should delegate 
certain functions to well-
structured committees but 
without abdicating its own 
responsibilities

Section 3.84(d) of the 
JSE Listings Requirements

Board committees assist the board in executing its duties, powers and authorities. The board 
delegates the required authority to each committee to enable it to fulfil its functions through 
formal board-approved terms of reference.

Delegating authority to board committees or management does not mitigate or discharge the 
board and its directors of their duties and responsibilities.

Refer to committee reports in the integrated report 2016.

2.24 A governance framework 
should be agreed between 
the group and its subsidiary 
boards

All Exxaro subsidiaries adopt and comply with the detailed delegation of authority framework 
and policy, which stipulates the governance framework.

2.25 Companies should 
remunerate directors and 
executives fairly and 
responsibly

See remuneration committee report for full details.

2.26 Companies should disclose 
the remuneration of each 
individual director and certain 
senior executives

See remuneration committee report for full details.

2.27 Shareholders should approve 
the company’s remuneration 
policy

At the 2016 annual general meeting, 90,8% of shareholders voted in favour of the remuneration 
policy by means of a non-binding advisory vote. This resolution has again been incorporated into 
the notice for the 2017 annual general meeting.

DETAILED GOVERNANCE DISCLOSURE (CONTINUED)
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Principle Comment

Audit committees

3.1 The board should ensure the 
company has an effective and 
independent audit committee

Refer principle 2.6 under boards and directors.

3.2 Audit committee members 
should be suitably skilled and 
experienced independent 
non-executive directors

All three members are independent non-executive directors and the chairman of the board is 
not a committee member.

The committee meets the academic qualifications and experience requirements stipulated in 
regulation 42 of the Companies Regulations, 2011. The chairman, Jeff van Rooyen, and Vuyisa 
Nkonyeni are chartered accountants.

Changes in international financial reporting standards and related developments are submitted 
to the committee at each meeting. As with all directors, the committee is entitled to consult 
appropriate specialists as required.

3.3 The audit committee should 
be chaired by an independent 
non-executive director

The chairman, Jeff van Rooyen, is an independent non-executive director and is elected by the 
board annually. He is always present at the annual general meeting.

3.4 The audit committee should 
oversee integrated reporting

The committee, as well as the SRC committee, reviews the report and any summarised 
information prior to submission to the board.

The committee functions as a reporting oversight body in support of the SRC committee, which 
has a wider mandate to govern company performance on risk and sustainability in general. PwC 
provides assurance over key performance indicators, disclosed in this report, and audits 
summarised financial information.

The company issues reviewed interim financial statements.

3.5 The audit committee should 
ensure a combined assurance 
model is applied to provide a 
coordinated approach to all 
assurance activities

The combined assurance framework, with its underlying model, was approved in 2012.

The combined assurance forum is operating effectively and consists of the chief audit executive, 
acting as chairman, general manager of SHEC, and finance manager of the coal business, 
relevant functional representatives, and invitees from major assurance service providers in the 
group. The forum ensures assurance activities address specific regulatory requirements or can be 
linked to a material risk exposure. A combined assurance map, linking assurance to risks, assists 
in this process.

To ensure all findings are tracked, reported and closed out, Exxaro uses a single assurance 
tracking platform. This gives management a single view of assurance findings, regardless of 
which service provider conducted the audit or review.

Refer the section on combined assurance for more information.

3.6 The audit committee should 
satisfy itself of the expertise, 
resources and experience of 
the company’s finance 
function

Section 3.84(h) of the 
JSE Listings Requirements

As required by the JSE Listings Requirements, the committee has satisfied itself of the finance 
function’s resources, experience and expertise and appropriateness of the expertise and 
experience of the finance director.

3.7 The audit committee should 
be responsible for overseeing 
internal audit

The audit committee is responsible for appointing the chief audit executive and he has unfettered 
access to its chairman and the chairman of the board. The committee approves the risk-based 
internal audit plan annually. EY, as independent internal auditor, submits detailed reports to each 
meeting, the chairman meets independently with internal audit and the committee meets with 
internal and external auditors independently of management at the first and third meetings of 
the year, to align with the review of annual and interim financial statements.

3.8 The audit committee should 
be an integral component of 
the risk management process

Although the coordination of enterprise risk management has been delegated to the SRC 
committee, the audit committee remains involved to express a view on the system of internal 
control and risk management, the assurance provided on material risks, and specifically retains 
accountability for financial and information technology risk.

DETAILED GOVERNANCE DISCLOSURE (CONTINUED)
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Principle Comment

Audit committees (continued)

3.9 The audit committee is 
responsible for recommending 
the appointment of the 
external auditor and 
overseeing the external 
audit process

At the first meeting of each year, the committee assesses the suitability of the independent 
external auditor for reappointment, based on criteria in the Companies Act and JSE Listings 
Requirements, and makes such recommendation to shareholders at the annual general meeting. 
It approves the terms of engagement and remuneration of the independent external auditor and 
also assesses the quality and effectiveness of the external audit process. The independent 
external auditor submits detailed reports to each meeting, including any reportable irregularities.

As noted in the audit committee report, the company has an approved policy to regulate the use 
of non-audit services by the independent auditor. The policy differentiates between permitted and 
prohibited non-audit services and specifies a monetary threshold at which the committee 
considers approvals.

The chairman meets independently with external audit and the committee meets with internal and 
external auditors independently of management at the first and third meetings of the year, to align 
with the review of annual and interim financial statements.

3.10 The audit committee should 
report to the board and 
shareholders on how it has 
discharged its duties

As discussed under principle 2.23, all committees report to the board through verbal feedback 
and submitting minutes at each board meeting.

The audit committee report is included in the integrated report 2016 and in the group and 
company annual financial statements for the year ended 31 December 2016. The committee 
chairman is present at the annual general meeting to respond to any questions.

The governance of risk

4.1 The board should be 
responsible for the 
governance of risk

Refer principle 2.7 under boards and directors.

4.2 The board should determine 
the levels of risk tolerance

In 2016, the board reviewed and approved the appropriate tolerance levels for each strategic key 
performance indicator. These tolerance levels have been incorporated in the strategic focus areas 
to ensure that neither too little nor too much risk is taken in pursuing Exxaro’s strategy.

The company’s impact scale has also been aligned to the tolerance levels. This ensures historical 
information can be reported and an assessment made whether the company has been acting in 
line with the predetermined risk appetite and whether it will continue doing so, considering the 
risk information.

4.3 The risk committee or audit 
committee should assist the 
board in carrying out its risk 
responsibilities

The board has formally delegated responsibility for risk management to the SRC committee, 
with assistance from the audit committee on financial risk.

4.4 The board should delegate to 
management the responsibility 
to design, implement and 
monitor the risk management 
plan

Execution of risk management has been delegated to the risk, compliance and assurance 
department.

Refer principle 2.7 under boards and directors on the SRC process. The SRC committee 
comprises four independent non-executive directors. It meets four times a year and its 
performance is part of the annual board and committee evaluation.

Risk champions at all business units and service functions oversee entrenchment of the process. 
This includes ensuring risk owners continuously identify, assess, mitigate and manage risks within 
the changing risk profile of their operating environment. In addition, risk champions coordinate 
dedicated forums at business units and service functions which, in turn, escalate risks against 
defined parameters to similar forums at a consolidated commodity and group level.

The risk and compliance manager is responsible for reporting to the SRC and audit committees 
on financial and information technology risks.

Exxaro operates under a world-class information management system which ensures true 
transparency and accountability in managing risks and reporting on the effectiveness of mitigation 
techniques to ensure strategic objectives are achieved.

4.5 The board should ensure risk 
assessments are performed 
on a continual basis

Formal risk assessments are conducted at least quarterly at all business units and service 
functions, in line with the detailed enterprise risk management framework.

DETAILED GOVERNANCE DISCLOSURE (CONTINUED)
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Principle Comment

The governance of risk (continued)

4.6 The board should ensure 
that frameworks and 
methodologies are 
implemented to increase the 
probability of anticipating 
unpredictable risks

The enterprise risk management framework, as far as reasonably possible, includes processes 
to prompt the identification of unpredictable risks, including events with high impacts and low 
probability that would cause severe business disruptions.

Exco and the board have access to risk reports compiled by thought leaders in the area of risk 
management and mining, and these are incorporated in the strategic risk register of the group. 
These risks are linked to specific strategic objectives and risk owners at executive level, coupled 
with relevant risk strategies, to ensure flexibility of the strategy in the changing environment in 
which Exxaro operates.

4.7 The board should ensure 
management considers and 
implements appropriate risk 
responses

Although the board has delegated the responsibility for risk management, it reviews the top 
enterprise risks, including risk responses, annually, which would include a review of responses 
to exploit potential upside risk.

4.8 The board should ensure 
continual risk monitoring by 
management

Risk profiles of business units are discussed at monthly meetings, and operational risks reported 
quarterly to Exco for noting.

Commodity and regional risk profiles are also compiled, and consider the strategic objectives 
of the commodity and region.

4.9 The board should receive 
assurance on the 
effectiveness of the risk 
management process

The risk and compliance manager, through reporting to the SRC committee, assures the board 
that risk management is entrenched in Exxaro’s operational activities. In addition, EY assures the 
board on the effectiveness of the risk management process annually.

4.10 The board should ensure 
there are processes in place 
enabling complete, timely, 
relevant, accurate and 
accessible risk disclosure 
to stakeholders

Top enterprise risks are disclosed in the integrated report 2016. Significant issues are disclosed 
in media reports and on JSE Stock Exchange News Service (SENS) throughout the year, as 
deemed appropriate.

EY has reported to the audit committee on the effectiveness of the risk management process 
and the committee, in turn, expressed a view on the process on behalf of the board.

Governance of information technology

5.1 The board should be 
responsible for information 
technology (IT) governance

Refer principle 2.8 under boards and directors.

5.2 IT should be aligned with the 
performance and sustainability 
objectives of the company

The objective of the IT strategy is to align all underlying systems to truly integrate strategy, 
governance, risk, compliance, performance and sustainability. The 2016-2020 strategy to achieve 
these objectives has been approved by the IM steering committee, which monitors progress. 

5.3 The board should delegate to 
management the responsibility 
for implementation of an IT 
governance framework

Implementation of the governance framework has been delegated to the IM department, with 
oversight by the IM steering committee.

5.4 The board should monitor and 
evaluate significant IT 
investments and expenditure

Information and communication technology (ICT) acquisitions fall within the same capital-approval 
parameters as other projects and, based on value, are elevated to the board. The IM steering 
committee vets potential projects and initiatives prior to decisions being taken or recommended 
to subsequent levels, in line with the capital expenditure parameters.

The IM steering committee reviews the total IM portfolio annually and the execution of the 
portfolio twice per annum.

DETAILED GOVERNANCE DISCLOSURE (CONTINUED)
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Principle Comment

Governance of information technology (continued)

5.5 IT should form an integral part 
of the company’s risk 
management

The enterprise risk management framework includes assessing and managing all ICT risks, 
and the risk impact matrix specifically refers to IT-related impacts, which form part of any risk 
assessment.

Exxaro operates under a world-class IM system which ensures true transparency and 
accountability in managing risks and reporting on the effectiveness of mitigation techniques 
to ensure strategic objectives are achieved.

An IT disaster recovery policy and procedures are in place and tests are performed monthly: 
all tests in 2016 were successful.

The IM steering committee monitors and ensures compliance with ICT-related legislation and 
best practice.

5.6 The board should ensure 
information assets are 
managed effectively

All electronic information assets are managed effectively. Employee access to relevant information 
is strictly controlled through an effective authorisation process. All electronic information is 
backed up daily as per policy and procedures and stored off-site.

The company has successfully set up the IT enterprise landscape to facilitate compliance to the 
impending commencement date of the Protection of Personal Information Act 4 2013 and the 
group company secretary and legal has been appointed as the information officer in terms of 
this Act.

5.7 A risk committee and audit 
committee should assist the 
board in carrying out its IT 
responsibilities

The audit committee, through reporting by the IM steering committee, considers ICT risks and 
mitigating actions, which are managed in line with the overall enterprise risk management 
framework.

A number of IT systems are used to improve audit efficiency, inter alia, as discussed in 
principle 3.5 under audit committees, Exxaro uses a single assurance tracking platform, ITM. 
This allows management a single point of entry to manage assurance findings, regardless of the 
service provider that conducted the audit or review.

Compliance with laws, rules, codes and standards

6.1 The board should ensure the 
company complies with 
applicable laws and considers 
adherence to non-binding 
rules, codes and standards

Refer principle 2.9 under boards and directors.

6.2 The board and each director 
should have a working 
understanding of the effect of 
applicable laws, rules, codes 
and standards on the 
company and its business

Information on laws, rules, codes and standards are shared with directors regularly through 
documentation and governance sessions – refer principle 2.20 under boards and directors.

6.3 Compliance risk should 
delegate to management the 
implementation of an effective 
compliance framework and 
processes

Refer principle 2.9 under boards and directors and 6.4 under compliance with laws, rules, codes 
and standards.

DETAILED GOVERNANCE DISCLOSURE (CONTINUED)
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Principle Comment

Compliance with laws, rules, codes and standards (continued)

6.4 The board should delegate 
to management the 
implementation of an effective 
compliance framework and 
processes

Implementation is delegated to the risk, compliance and assurance department. All management 
teams at business units have received training on the enterprise risk management process, 
including compliance risk management. Compliance risks form part of the risk registers of all 
operations, including those of regional management, Exco and the board.

Combined assurance mapping has also been completed on all material compliance risks at every 
business unit and results form part of their management action plans, as well as the risk-based 
internal audit plan.

Compliance forms part of the ethics and related policies. Compliance KPIs are reported to the 
SRC committee quarterly. During the reporting period, there were no instances of material 
non-compliance by the company or its directors.

The risk and compliance manager is Saret van Loggerenberg and her qualifications include a 
BLC, LLB and LLM (Eur). She is also a fellow of the Institute of Chartered Secretaries (FCIS). 
She is supported by risk specialists and reports to the general manager: risk, compliance and 
assurance who is a standing invitee on the Exco, SRC, audit and SE committees.

Internal audit

7.1 The board should ensure 
there is an effective risk-based 
internal audit

Refer principle 2.10 under boards and directors.

7.2 Internal audit should follow a 
risk-based approach to its 
plan

Refer principle 2.10 under boards and directors.

7.3 Internal audit should provide 
a written assessment of the 
effectiveness of the 
company’s system of internal 
control and risk management

Refer principle 2.13 under boards and directors.

7.4 The audit committee should 
be responsible for overseeing 
internal audit

Refer principle 3.7 under audit committees.

7.5 Internal audit should be 
strategically positioned to 
achieve its objectives

Internal audit reports to the chief audit executive, who is a standing invitee to Exco, audit, 
SRC and SE committees.

Governing stakeholder relationships

8.1 The board should appreciate 
that stakeholders’ perceptions 
affect a company’s reputation

Refer principle 2.11 under boards and directors.

8.2 The board should delegate to 
management to proactively 
deal with stakeholder 
relationships

The primary management of stakeholders has been delegated to the executive head: stakeholder 
affairs, with support from all executive committee members and management in general.

To date the company has actively engaged with its range of stakeholders, and to bring best 
practice and consistency to this arena, in 2014 it adopted the AccountAbility 1000SES 
stakeholder engagement standard which serves as a benchmark for good quality engagement. 
The standard uses the principles of inclusivity, materiality and responsiveness and guides the 
process of mapping stakeholders, linking material issues to relevant stakeholders, among other 
items.

The group strives to engage openly and proactively with stakeholders, and issues and requests 
from stakeholders are responded to as part of ongoing engagement programmes.

Further information appears in the integrated report 2016.
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Principle Comment

Governing stakeholder relationships (continued)

8.3 The board should strive to 
achieve the appropriate 
balance between its various 
stakeholder groupings, in the 
best interests of the company

The group has identified its stakeholder groups and appropriate managers are assigned to build 
these relationships. The intention is to promote two-way engagement so that the group and 
stakeholders understand one another, and a communication strategy provides support and offers 
opportunities in this regard.

8.4 Companies should ensure 
equitable treatment of 
shareholders

Exxaro fully complies with the Listings Requirements on disclosing information to shareholders. 
A detailed securities-dealing and information policy sets out strict rules around material price-
sensitive information and its disclosure. Any material price-sensitive information and other relevant 
information is published on SENS in accordance with the Listings Requirements.

All queries from shareholders are handled by the group company secretary and legal or investor 
relations. Only information available in the public domain is disclosed.

8.5 Transparent and effective 
communication with 
stakeholders is essential for 
building and maintaining their 
trust and confidence

The board supports the group’s communications strategy, which is guided by principles that 
include being approachable, genuine and principled. The group strives for honest and clear 
communication and uses various communication channels such as media relations, advertising, 
integrated reporting and its website to reach stakeholders timeously and effectively.

8.6 The board should ensure 
disputes are resolved as 
effectively, efficiently and 
expeditiously as possible

Dispute-resolution clauses are included in all Exxaro’s general contract conditions and based on 
the principle of internal resolution between the parties as a first means of addressing disputes, 
after which arbitration would be used if the matter remains unresolved.

The board considers serious disputes and considers the company’s position and best legal 
recourse.

Integrated reporting and disclosure

9.1 The board should ensure the 
integrity of the company’s 
integrated report

Refer principle 2.12 under boards and directors.

9.2 Sustainability reporting and 
disclosure should be 
integrated with the company’s 
financial reporting

The process of integrated reporting continues to mature and improve.

The board comments on the company’s financial results and going-concern status in the annual 
financial statements.

9.3 Sustainability reporting and 
disclosure should be 
independently assured

Refer principle 3.4 under audit committees.
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