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PEPKOR HOLDINGS LIMITED
REGISTRATION NUMBER 2017/221869/06
(“The Company” or “Pepkor”)

Audit and Risk Committee Terms of Reference

Notes:
- Reference to “the Group” shall include all companies within the Pepkor group of companies.
- Reference to “the Board” shall mean the board of directors of the Company.

1. INTRODUCTION

1.1. The Audit and Risk Committee (the “Committee”) is constituted as a statutory committee of the Company in
respect of its statutory duties in terms of section 94 (7) of the Companies Act No 71 of 2008 as amended (“The
Companies Act”) and as a committee of the Board in respect of all such other duties as may be assigned to it by
the Board.

1.2. The duties and responsibilities of the members of the Committee, as set out in this document, are in addition to
those duties and responsibilities that they have as members of the Board. The deliberations of the Committee
do not reduce the individual and collective responsibilities of Board members in regard to their fiduciary duties
and responsibilities, and Board members must continue to exercise due care and judgment in accordance with
their legal obligations.

1.3.  Members must ensure that they meet the standards of director’s conduct as provided for in Section 76 of the
Companies Act to act in good faith and for a proper purpose, in the best interest of the company and with the
necessary care and diligence.

1.4. The application of this terms of reference is subject to the provisions of the Companies Act, the Company’s
Memorandum of Incorporation, the JSE Equity and Debt Listings Requirements (as may be relevant), and to any
other applicable law or regulatory provision or code of good practice, including but not limited to the King Report
on Corporate Governance South Africa 2016 (“King IV”).

1.5. Consistent with these functions, the Committee should encourage continuous improvement of, and should
foster adherence to, the company’s policies, procedures and practices at all levels. The Committee should
provide for open communication among the independent auditor, financial and senior management, the internal
audit function and the Board.

2. COMPOSITION OF THE COMMITTEE

2.1. The Committee shall comprise of at least three independent non-executive directors of the Company. The
Committee members shall be nominated by the Nomination Committee and recommended by the Board to the
shareholders for election or re-election (as the case may be) at each annual general meeting of the Company.

2.2. The members of the Committee must collectively possess sufficient qualifications and experience to fulfil their
duties, including a general understanding of the following:

2.2.1. financial reporting;
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2.3.

2.4.

2.5.

2.6.

3.1.

3.2.

4.

2.2.2. internal financial controls;

2.2.3. external audit process;

2.2.4. internal audit process;

2.2.5. risk management;

2.2.6. sustainability matters;

2.2.7. information technology governance;

2.2.8. corporate governance.

The chairman of the Board is not eligible to be the chairman or a member of the Committee but may attend
Committee meetings by invitation.

The Committee shall be chaired by an independent non-executive director. Having due regard to the
recommendations of the nomination committee, the Board shall elect the chairman of the Committee from the
ranks of the Committee.

The Board must fill vacancies on the Committee within 40 business days after any vacancy arises, but
appointment of additional members to the Committee may only be effected by shareholders at a general or
annual general meeting of the Company.

The Committee members are required to keep up-to-date with developments affecting the required skill-set.

FEES
Fees payable to Committee members for service on the Committee shall be proposed by the Board, subject to

the approval of shareholders thereto being obtained prior to the implementation of such proposals.
The chairman of the Committee shall be entitled to an additional fee for services rendered as chairman.

ROLE

The Committee has an independent role, with accountability to both the Pepkor Board and shareholders. The
Committee does not assume the functions of management, which remain the responsibility of the executive directors,

officers and other members of senior management.

5.

RESPONSIBILITIES

The Committee shall operate within the Board’s delegation of authority. The Committee is responsible for reporting to
shareholders on how it has carried out the duties assigned to an audit committee in terms of section (94) (7) of the Act.

The Committee has the following specific responsibilities which must be undertaken in compliance with all applicable
legislation, regulations and accounting practices, as amended/introduced from time to time and to ensure the
application by the Committee of the relevant principles of King IV:

5.1.  Financial Reporting and Annual Integrated Report
The Committee shall oversee the preparation and integrity of information to be published in the integrated report and
recommend such to the board for approval. In particular the Committee must:
5.1.1. have regard to all known factors and risks that may impact on the integrity of the financial statements
and related external reports, including factors that may predispose management to present a
misleading picture, significant judgments and reporting decisions made, monitoring or enforcement
actions by a regulatory body, any evidence that brings into question previously published information,
forward-looking statements or information;
5.1.2. review the annual financial statements, interim reports, preliminary or provisional results
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announcements, summarised integrated information and prospectuses, trading statements and similar
documents;

5.1.3. review the solvency and liquidity, working capital and going concern statements;

5.1.4. review and approve the report of the Committee to be included in the annual financial statements;

5.1.5. in co-operation with the group Social & Ethics Committee, oversee the disclosure of sustainability
issues in the integrated report to ensure that it does not conflict with the financial information;

5.1.6. recommend to the Board, where appropriate, the engagement of an external assurance provider on
material sustainability issues;

5.1.7. review and approve key financial policies;

5.1.8. oversee the Group’s compliance with relevant tax legislation;

5.1.9. atitsdiscretion, engage the external auditor to provide assurance on the interim results;

5.1.10. review the content of the summarised information to ascertain whether it provides a balanced view;

5.1.11. review the process relating to the sign-off by the CEO and CFO on Internal Financial Controls; and

5.1.12. engage the external auditors to provide assurance on the summarised financial information.

5.2. Combined assurance

The Committee shall ensure that a combined assurance model is applied to provide a coordinated approach to

all assurance activities, and in particular the Committee should:

5.2.1. ensure that the combined assurance received is appropriate to address all the significant risks facing
the company, enables an effective internal control environment; supports the integrity of information
used for internal decision making; and supports the integrity of related external reports; and

5.2.2. monitor the relationship between the external assurance providers and the company and the
independence and effectiveness of the internal and external assurance providers.

5.3.  Finance function and chief financial officer

5.3.1. The Committee shall consider and satisfy itself annually as to the suitability of the expertise and
experience of the chief financial officer; and
5.3.2.  The Committee shall review the expertise, resources and experience of the company’s finance function.

5.4. Internal audit

The Committee shall monitor and review the effectiveness of the internal audit function and in particular the

Committee shall:

5.4.1. review and approve the annual internal audit plan;

5.4.2. ensure that the internal audit function is subject to an independent quality review that is in line with [I1A
standards, as and when the Committee determines it appropriate, but at least every 5 years;

5.4.3. on an on-going basis, obtain assurance as to whether the internal audit function has adequate
resources, skills and qualifications and appropriate access to information to enable it to perform its
function effectively.

5.5. Risk management

5.5.1. The Committee shall have oversight of the overall risk management process and specifically the
Committee must consider:
5.5.1.1. financial and other risks that affect the integrity of external reports;

5.5.1.2. internal financial controls;
5.5.1.3. fraud and corruption risks as they relate to financial reporting; and
5.5.1.4. information technology risks as they relate to financial reporting and the risk of cybercrime.

5.5.2. In addition, the Committee must perform all the functions as may be necessary to fulfil its role as
stated above, including the following:

5.5.3. Duties and responsibilities
5.5.3.1. Oversee the development and regular review of a policy and plan for risk management and,

recommending the same to the Board for approval, monitoring implementation of the
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policy and plan by means of risk management systems and processes;

5.5.3.2. Review the Company’s arrangements for its employees to raise concerns, in confidence,
about possible wrongdoing in financial or other matters and for the Committee to receive
reports on the investigation of such matters and the appropriate follow up action.

5.5.3.3. Ensure that risk management assessments are performed on a continuous basis.

5.5.3.4. Ensure that management considers and implements appropriate risk responses.

5.5.3.5. Ensure that continuous risk monitoring by management takes place.

5.5.3.6. Express the Committee’s formal opinion to the Board on the effectiveness of the systems
and process of risk management and controls.

5.5.3.7. Review the reporting concerning risk management that is to be included in the integrated

report, to ensure that it is appropriate and relevant.

5.6.  External audit
The Committee shall be responsible for nominating the appointment of the JSE accredited and independent
external registered auditor and for reviewing the external audit process. In this regard the committee shall:

5.6.1. consider and make recommendations to the Board, to be put to the shareholders for approval at the
Annual General Meetings of the Company, in relation to the appointment, re-appointment and removal
of the Company’s independent external registered auditor in compliance with the provisions of the
Companies Act;

5.6.2. review and approve the terms of engagement and audit plan and approve the fees for the external
auditor;

5.6.3. meet with the external auditors and review the findings of the audit, including but not limited to any
major issues that arose during the audit, disagreements between management and the auditors,
accounting and audit judgements and the level of errors identified during the audit. A separate meeting
may be convened with the external auditors if required;

5.6.4. verify and report on the independence of the external auditor in the annual financial statements;

5.6.5. establish and implement a policy for non-audit services provided by the external auditor and determine
the level of non-audit services provided by the external auditor that will require pre-approval by the
Committee;

5.6.6. review the performance, quality and effectiveness of the external auditor;

5.6.7. obtain confirmation that the external audit firm is accredited by the JSE and consider the designated
audit partner’s accreditation and;

5.6.8. ensure that there is a process for the Committee to be informed of any Reportable Irregularities (as
identified in the Auditing Profession Act, 2005) identified and reported by the external auditor.

5.7 IT Governance

The Committee shall set the direction on the management of technology and information and oversee the
management’s governance of information technology, including:

571
5.7.2
5.7.3
5.7.4
5.7.5

value delivered from technology investments and projects;
ethical and responsible use of technology and information;
cyber security and related risks;

third-party and outsourced service provider risks;
compliance with applicable laws.

5.8 Governance
The Committee shall:

58.1

5.8.2

Disclaimer:
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5.9

6.1.

6.2.

6.3.

6.4.

6.5.

6.6.

7.1.

7.2.

control, records and reporting;
5.8.3 review and report to the Board on the application of King IV™ principles;

Other
The Committee shall perform such other oversight functions as may be determined by the Board.

AUTHORITY

The Committee has decision-making authority in regard to its statutory duties as contained in section 94 of the
Companies Act, as well as from the delegated authority of the Board as contained in this document and is
accountable in this respect to both the Board and the shareholders. To this end, the chairman of the Committee
should be present at all annual general meetings. On all responsibilities delegated to it by the Board outside of
the statutory duties, the Committee makes recommendations for approval by the Board.

The Committee is authorised to conduct investigations into any matters within its scope of responsibility, as
detailed in the terms of reference.

The Committee, in the fulfilment of its duties, may call upon the chairmen of the other Board committees, any
of the executive directors, company officers, and company secretary or assurance providers to provide it with
information, subject to a Board approved process.

The Committee shall have reasonable access to the company’s records, facilities, employees and any other
resources necessary to discharge its duties and responsibilities, subject to a Board approved process.

The Committee may form, and delegate authority to, subcommittees and may delegate authority to one or more
designated members of the Committee.

The Committee has the right to obtain independent outside professional advice to assist with the execution of
its duties, at company’s cost, subject to a Board approved process.

MEETINGS AND PROCEDURES

Frequency of meetings and use of electronic media

7.1.1. The Committee must hold sufficient scheduled meetings to discharge all its duties as set out in these
terms of reference, but subject to a minimum of two meetings per annum.

7.1.2. A meeting may be conducted by way of electronic media such as telephone or video conferencing which
shall enable all members participating to form a quorum.

7.1.3. Meetings, in addition to those scheduled, may, with approval of the chairman, be held at the request of
the external auditor, the chief executive officer, chief financial officer, chief audit executive or at the
instance of the Board.

7.1.4. The Committee should invite the internal and external auditors to meet at least once a year without
management being present; with this item to form part of the standard agenda for Committee meetings.

7.1.5. At the first Board meeting following any Committee meeting, the chairman of the Committee shall
provide feedback to the Board, which feedback may be in verbal form, on the proceedings and matters
reviewed by the Committee at its most recent meeting and shall make submissions to the Board on any
matter comprising the Company’s accounting policies, financial control records and reporting.

Attendance

7.2.1. The chief executive officer, chief financial officer, chief audit executive, representatives from the
external auditors, other assurance providers, professional advisors and Board members may be in
attendance at Committee meetings, but by invitation only and may not vote.

7.2.2. The company secretary of the Company shall be the secretary to this Committee. In his/her absence,
the Committee may appoint any person to act as scribe and fulfil the duties of the company secretary
for the time being.

Disclaimer:
The contents of this document should only be used for and by Pepkor Holdings Limited (Pepkor) and may not be distributed

unlawfully. Older versions are not deemed official. Only the latest version is acceptable.

Page 5 of 6



7.3.

7.4.

7.5.

8.

7.2.3. If the nominated chairman of the Committee is absent from a meeting, the members present may elect
one of the members present to act as chairman for that meeting.

Agenda and Minutes

7.3.1. A detailed agenda, together with supporting documentation, must be circulated to the members of the
Committee and to such invitees as appropriate at least 5 days prior to each meeting, so as to allow
members adequate time for review and preparation for meetings.

7.3.2.  The minutes must be completed as soon as possible after the meeting and circulated to the members
of the Committee for review thereof. The minutes must be presented for formal approval by the
Committee at its next scheduled meeting.

7.3.3. In the event that minutes of any meeting cannot be completed in time for report at the next Board
meeting, the chairman of the Committee shall report verbally to such meeting on the matters
considered by the Committee.

Quorum

A representative quorum for meetings shall be a majority of members present. Individuals in attendance at
Committee meetings by invitation may participate in discussions but invitees shall not form a part of the quorum
for Committee meetings.

Decisions/voting

Decisions will be made by a majority of votes. Invitees shall not be entitled to vote.

LIMITATION OF AUDIT COMMITTEE’S ROLE

While the Committee has the responsibilities and powers set forth in this terms of reference, the Committee is not
responsible for certifying the Company’s financial statements or guaranteeing the independent auditor’s report nor is
the Committee responsible for guaranteeing the Company’s compliance with laws, regulations or its compliance policies
or programs. The fundamental responsibility for the Company’s financial statements and disclosures and its compliance

with laws and regulations rests with the Board and management.

9.

PERFORMANCE REVIEW

An evaluation of the effectiveness of the Committee shall be performed at least every second year and the results of
such performance review shall be communicated to the Board and the Committee.

10.

APPROVAL OF THESE TERMS OF REFERENCE

These terms of reference were approved by the Board on 22 August 2022 and shall be reviewed at least every two years.
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