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ENGAGING WITH STAKEHOLDERS

ARB’S STAKEHOLDER ENGAGEMENT

ARB’s various stakeholders are identified in the diagram below. Stakeholders are seen as 

groups or individuals impacted by ARB’s operations. At ARB we are committed to constructive, 

transparent and continuous engagement with all our stakeholders.

CUSTOMERS

EMPLOYEES

Constructive, transparent and 

continuous engagement with 

all stakeholders.

SHAREHOLDERS/ 
INVESTMENT COMMUNITY

SUPPLIERS

GOVERNMENT/
PARASTATALS

REGULATORS
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FINANCIERS

TRADE UNIONS
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ENGAGING WITH STAKEHOLDERS (continued)

Stakeholder Type of engagement Issues raised Outcomes

Shareholders/

investment 

community

 � SENS announcements
 � Interim and final results 

presentations
 � Active ARB Holdings website
 � Dissemination of information to 

a detailed contact list
 � Formal and informal 

conference calls and meetings
 � Press interviews
 � Annual general meeting

 � Careful and cautions 

management largely 

complemented in the  

current market
 � Confirmation and timing of ARB’s 

diversification strategy
 � Potential problems with future 

growth in the business
 � High levels of cash on the 

balance sheet
 � Share liquidity issues

 � Board continues to assess 

various acquisitions to benefit  

the Group
 � Executive team is driving organic 

growth in a difficult environment
 � Considered as a funding option in 

potential acquisitions

Customers  � Formal business meetings
 � Regular site visits and 

interaction with company 

representatives at all levels
 � Presentations relating to 

products
 � Credit checks and reviews
 � Customer breakfasts and braais
 �  Trade shows

 � Pricing and availability  

of inventory
 � Long delays in payment by 

government and municipalities
 � Volatile exchange rates  

causing volatile pricing in fixed 

price contracts
 � Their customers not paying them 

(parastatals) 

 � Maintenance of optimal  

stock levels
 � Active monitoring of overdue 

payments and extended terms 

where necessary and affordable
 � ARB secures prices and stock 

ahead of time to minimise the 

price volatility

Employees  � Basic conditions of employment
 � Employment equity
 � Training
 � Health and safety

 � Job security 
 � Fair remuneration taking 

consideration of the food and 

transport costs being in excess 

of CPI 
 � Equal opportunity for all 

employees
 � Ability to obtain necessary skills 

for promotion opportunities

 � Regular updates on branch 

specific issues
 � “Toolbox Talks” 
 � Annual salary reviews with higher 

increases to lower  

paid employees
 � Quarterly newsletter 
 � Grievance procedures
 � Performance reviews to assess 

capabilities and opportunity for 

development
 � Regular employment equity 

committee meetings
 � Internal staff meetings at  

all levels
 � Regular workers forum meetings 

with monthly feedback
 � Social and Ethics Committee
 � On the job training
 � Internal and external training and 

development
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Stakeholder Type of engagement Issues raised Outcomes

Suppliers  � Formal one-on-one business 

meetings, dealing with supply 

issues and commercial terms  

of reference
 � Product training to our staff on 

new or existing products
 � Trade shows

 � Increasing low cost competition 

from the East
 � Perceived irresponsible 

competitor trading practices

 � Maintain strong relationships 

with strategic suppliers
 � Ensure all goods supplied comply 

with regulatory standards
 � Member of Safe-house
 � Ensure all staff are adequately 

trained on the products

Government/

parastatals

 � Meetings, industry body 

representation and conference 

participation

 � No issues were raised in ARB’s 

dealings with government or 

parastatals

 � Continue to comply with all 

applicable legislation and be a 

responsible corporate citizen

Regulators  � Reporting, correspondence, 

formal meetings and feedback 

sessions

 � No issues were raised in ARB’s 

dealings with regulators

 � Continue to comply with all 

applicable legislation and be a 

responsible corporate citizen

Financiers  � Formal one-on-one meetings 

as well as telephonic 

discussions
 � Annual facilities review
 � Annual and interim financial 

information for the Group  

issued timeously

 � As the Group is ungeared there 

are no issues raised in ARB’s 

dealings with the Group’s 

financiers

 � Ensure regular communication 

with bankers in anticipation of 

future requirements

Trades union  � Ad-hoc engagement as 

membership low and represent 

a small proportion of the 

various legal entities

 � Union representation and 

recognition
 � CCMA facilitated wage 

negotiations

 � Set levels of employee 

representation to obtain  

basic rights
 � Set levels at which active 

negotiation would be facilitated

Communities  � Extensive CSI initiatives and 

participation by both the  

Group’s divisions

 � More financial support
 � Support more CSI projects

 � Social and Ethics Committee
 � Ongoing initiatives and annual 

donations to credible community 

organisations
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CORPORATE GOVERNANCE REPORT

INTRODUCTION
ARB is committed to maintaining a high standard of corporate 

governance. The Board is the focal point of the Group’s corporate 

governance management system and remains ultimately 

responsible for its implementation and performance. The 

Directors of ARB acknowledge the importance of good corporate 

governance and are committed to implementing the Code of 

Governance Principles (“the Code”) as set out in the King Code of 

Governance for South Africa 2009 (“King III”) as required by the 

Listings Requirements of the JSE Ltd (“the JSE”) and all other 

applicable laws. In implementing King III, the Directors subscribe 

to the need to manage the Group based on the principles of 

integrity and accountability. The Group’s corporate governance 

structures and policies are evaluated on an ongoing basis and 

are amended, as appropriate, in response to changes within and 

external to the Group. The Board is currently reviewing the 

conversion to the new King IV Code and will incorporate this in 

the 2018 Integrated Report. 

STATEMENT OF COMPLIANCE
The JSE Listings Requirements require listed companies to 

report on the extent to which they comply with the principles and 

recommendations set out in King III. To the best of the Board’s 

knowledge and belief, the only areas of possible (partial) non-

compliance with the recommendations set out in King III are 

as follows:

ARB’s founder and Chairman, Alan R Burke, is not classified as 

being independent given his material shareholding in the Group. 

In terms of the recommendations of King III, ARB has appointed 

a Lead Independent Director, Ralph Patmore.

A formal induction programme for Directors is in the process of 

being developed. 

The Group’s sustainability reporting and disclosure are not 

independently assured. The Audit Committee, which comprises 

only Independent Non-Executive Directors, is responsible for 

overseeing the level of sustainability reporting, compliance with 

the levels selected and for reviewing this Integrated Report. The 

Board has further adopted a combined assurance model with 

certain aspects of the Group’s reporting being independently 

assured while other aspects are evaluated internally, but 

independently, assessed and reported. For example, the internal 

audit function reports directly to the independent Chairman of 

the Audit Committee and the Board is satisfied that the Internal 

Audit function and work programme does not need to be 

independently reviewed.

The complete King III compliance checklist is available on the 

Group’s website – www.arbhold.co.za – under the Investor 

Relations section.

THE BOARD
The Group is led by an effective, unitary Board. Notwithstanding 

the delegation by the Board of certain powers and authorities to 

executive management and sub-committees, the Board is 

ultimately responsible for retaining full and effective control over 

the Group. Decisions on material matters are reserved for the 

Board. The Board currently comprises six Directors; two of whom 

are the ex-officio Executive Directors, being the Group CEO and 

the Group CFO, and four are Non-Executive Directors, three of 

whom are independent. As recommended in King III, the Board 

comprises a majority of Non-Executive Directors, the majority of 

whom are independent. The Independent Non-Executive 

Directors ensure that no individual has unfettered powers of 

decision making and authority so as to protect the best interests 

of all shareholders. 

The Non-Executive Directors have unrestricted access to 

management and all company information and resources of the 

Group to enable them to properly discharge their responsibilities. 

Management is tasked to provide all relevant material information 

to the Board to enable it to discharge these responsibilities and the 

Board agendas are structured to enable the Board to address all 

governance items in its charter over a 12-month period.

All Directors have the requisite knowledge and experience 

required to properly execute their duties. Directors are 

encouraged to stay abreast of the Group’s businesses through 

independent site visits and meetings with executive management. 

All Directors are entitled, at ARB’s expense, to seek independent 

professional advice on any matter pertaining to the Group which 

they deem necessary. A brief curriculum vitae for each Director 

is set out on pages 16 and 17 of this Integrated Report.

Scheduled Board meetings are held at least quarterly and, if 

required, more frequently. Directors are provided in advance with 

all necessary information to enable them to discharge their 

duties. Any Director may request that additional matters be 

added to the agenda. Proceedings at Board meetings are 

properly minuted and all minutes are circulated to all Board 

members for review prior to being approved. In addition, Executive 

and Non-Executive Directors meet informally on a regular basis.
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SUB-COMMITTEES
The Board has four sub-committees, each with their own formal charter, which deal with the more detailed aspects of responsibility 

for governance so that the main Board, which retains ultimate responsibility for the Group, can focus more on strategic matters more 

effectively. These sub-committees report to the Board through their respective chairmen and the minutes of these meetings are 

included in the following Board pack. These sub-committee chairs are available at the AGM of shareholders to respond to any 

shareholder questions regarding their committee’s areas of responsibility. These sub-committees, whose formal reports follow in this 

Report, are as follows:

ATTENDANCE AT MEETINGS
Details of Directors’ attendance at Board meetings and Board sub-committee meetings held during the year are set out below.  

The second figure indicates the number of meetings that each Director was eligible to attend.

Director Board Audit Risk
Remuneration

 and Nomination
Social 

and Ethics

AR Burke (Chairman)* 4/4 4/4 2/3

ST Downes** 4/4 3/3 4/4 3/3 2/2

JS Dixon** 4/4 3/3 4/4 3/3 2/2

RB Patmore**+ 4/4 3/3 4/4 3/3

WR Neasham (CEO) 4/4 3/3# 4/4# 3/3# 2/2#

GM Scrutton (CFO) 4/4 3/3# 4/4# 3/3# 2/2

Other executives

BG Burke (CEO Electrical) 4/4# 4/4#

P Willig (CEO Lighting) 4/4# 4/4#

SL Bester (CFO Electrical) 1/1# 2/2

N Mlambo (HR Electrical) 2/2

* Non-Executive. ** Independent Non-Executive. + Lead Independent Director. # By invitation.

Remuneration and 
Nomination Committee Risk Committee Audit Committee

Social and Ethics 
Committee

Executive Non-Executive

The Board

Sub-committees
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CORPORATE GOVERNANCE REPORT (continued)

CHAIRMAN
The Board is chaired by Mr Alan R Burke, founder and the largest 

shareholder of ARB. The role of Chairman is separate from that 

of Group CEO. The Chairman provides leadership and guidance to 

the Board and obtains input from the other Directors by 

encouraging active debate and proper deliberation on all matters 

requiring the Board’s attention. The Chairman provides ethical 

leadership and ensures that the Board remains efficient, focused 

and operates as a unit, and is further responsible for evaluating 

the Board and its members on an annual basis and representing 

the Board to shareholders.

LEAD INDEPENDENT DIRECTOR
In accordance with King III recommendations, a Lead Independent 

Director, Ralph Patmore, has been appointed.

GROUP CHIEF EXECUTIVE OFFICER  
AND EXECUTIVE DIRECTORS
The Group CEO, together with the other Executive Directors, is 

responsible for implementing the Group’s strategic plan and 

operational decisions in respect of the day-to-day running of the 

business, while the Non-Executive Directors review and provide 

oversight and guidance in this regard. The collective responsibility 

for management vests with the CEO.

The Group Financial Director is the Group CFO, Grant Scrutton. 

The Audit Committee is satisfied that he has the appropriate 

expertise and experience for the position.

The Group CEO and Group CFO meet formally each month  

with each of the divisional and subsidiary Managing Directors  

and/or Group CEOs to discuss financial, operational and  

strategic matters. 

Each operating entity within the Group has its own executive 

management committee that meets regularly to discuss and 

attend to the day-to-day management of their respective 

businesses. The Group CEO is invited to these review meetings.

COMPANY SECRETARY 
The Company Secretary, Mario Louw (IAC), is a full-time 

employee of the Group and advises the Board on the appropriate 

procedures for the management of meetings and implementation 

of governance procedures, and is further responsible for 

providing the Board collectively, and each Director individually, 

with guidance on the discharge of their responsibilities in terms 

of the legislative and regulatory requirements applicable to the 

Group. The Company Secretary is further responsible for 

ensuring regulatory and legislative compliance by the Group. All 

Directors have unrestricted access to the Company Secretary.

Mario Louw has an IAC (company secretary qualification) and has 

been involved in company secretarial work for more than 

11 years. Furthermore, Mario Louw is not a Director of the Group 

or any of its subsidiary companies, nor is he related or connected 

to any of the Directors, thereby ensuring an independent arm’s 

length relationship between the Company Secretary and the 

Board. On an annual basis, the Board considers and confirms 

that it is satisfied with the competence, qualifications and 

experience of the Company Secretary. The Board specifically 

reviewed Mr Louw’s proactive actions taken to ensure the  

Group complies with all legal obligations, advice of changes  

in legislation, compliance with JSE regulations and 

communications, Board charter updates, advice to Directors on 

ethics and good governance, ensuring the Board’s policies and 

instructions are communicated and feedback given to the 

Directors, meeting agendas, preparation packs and minutes are 

complete and timeously distributed, secretarial and administrative 

procedures are performed promptly and efficiently, conflict  

of interest registers maintained and updated and the like.  

This review was successfully completed on 16 August 2017.

The certificate required to be signed by the Company Secretary in 

terms of section 88(2) of the Companies Act, appears on page 51 

of this Integrated Report.

APPOINTMENT OF NEW DIRECTORS
The Board constantly assesses its composition to ensure that it 

comprises the appropriate balance of skills, experience and 

competency levels required to effectively discharge its duties. 

The Remuneration and Nominations Committee is responsible 

for succession planning and to ensure that the Board competence 

and balance is enhanced and maintained. Due cognisance is 

taken on the JSE directive for gender and racial equality and thus 

is part of the selection criteria in the nomination process.

In terms of the Memorandum of Incorporation (“MOI”), one-third 

of the Non-Executive Directors are required to retire by rotation 

at the next AGM and, if available and eligible, are recommended 

by the Nominations Committee for re-election at the AGM.

BOARD CHARTER
The Board is regulated by a formal Board Charter, which is reviewed 

bi-annually, and codifies the role of the Board and the responsibilities 

of the Directors. This comprehensive charter addresses matters 

relating to Board composition; leadership; remuneration; evaluation; 

Group processes and procedures; key operational risks and 

corporate governance. The charter provides the Board with a 

mandate to exercise leadership; to determine the Group’s vision and 

strategy, and to monitor operational performance.
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The specific duties and responsibilities of the Board as codified 

by the charter include:
 � reviewing and approving the strategic plans of the operations;
 � reviewing and approving of the annual budgets/forecasts;
 � defining of the required competencies as well as the number 

and profile of Board members, which includes reviewing the 

performance of the Group CEO, Non-Executive Directors and 

the Company Secretary;
 � succession planning at senior executive level;
 � remuneration of Non-Executive and of Executive Directors;
 � effective short and long-term incentive schemes for the 

executives;
 � capital management and allocation;
 � performance monitoring and review;
 � policies dealing with conflicts of interests and codes of 

conduct including related-party transactions, share dealings 

by Directors, and insider trading;
 � corporate governance compliance and review;
 � risk management overview;
 � audit and compliance overview, including the appointment of 

the external auditors and definition and scope of internal audit 

functions; and
 � overview of the internal control environment and compliance.

EVALUATION OF THE BOARD AND DIRECTORS
The Chairman conducts an annual evaluation exercise reviewing 

the Board’s role, processes, sub-committees and performance  

in accordance with the Board Charter and assesses each 

Director’s performance.

BOARD SUB-COMMITTEES
The reports of the following sub-committees that have been 

established to assist the Board in discharging its responsibilities 

are set out later in this Report:
 � Risk Committee (page 41)
 � Audit Committee (page 44)
 � Remuneration and Nomination Committee (page 46)
 � Social and Ethics Committee (page 48)

BENEFICIAL SHAREHOLDINGS
The beneficial shareholdings of the Directors of the Group and its 

subsidiaries are set out in the Directors’ Report of the annual 

financial statements on page 54 of this Integrated Report.

SHARE DEALINGS AND INSIDER TRADING
Directors are required to disclose their shareholdings and any 

dealings in shares of the Group to the Chairman and Group CEO, 

who together with the Group’s sponsor ensure that any such 

dealings are published on SENS in compliance with the JSE 

Listings Requirements. In addition, all Directors and all subsidiary 

Directors, including the Company Secretary, are prohibited from 

dealing in the shares of the Group during closed periods or at any 

time when they are in possession of unpublished price sensitive 

information in relation to those shares. The consent of the 

Chairman is required before any Director or member of senior 

management, including the Company Secretary, can deal in the 

Group’s shares. 

The Group has a formal policy on the release of price sensitive 

information. No employee may deal, directly or indirectly, in ARB 

shares based on unpublished price sensitive information regarding 

the business or the affairs of the Group. In addition, comprehensive 

confidentiality agreements are in place with the Group’s sponsor, 

advisors, printers and investor relations agency.

INTERESTS IN CONTRACTS
A formal register of Directors’ interests is maintained by the 

Company Secretary and is available at each Board meeting. 

Directors are required to inform the Board timeously of conflicts 

or potential conflicts of interest they may have in relation to the 

Group and any of its businesses and this is specifically reviewed, 

on an exception basis, at each formal Board meeting. Directors 

are obliged to recuse themselves from discussions or decisions 

on matters in which they have a conflict of interest. Every 

employee is required to get prior written approval from the CEO 

and, on an annual basis to disclose in writing, for any outside 

business interests or any other potential conflicts of interests.

CODE OF CONDUCT AND ETHICS AND TIP OFF LINE
Every employee within the ARB Group is required to subscribe to 

a formal Code of Ethics (“the Code”) which stipulates the Group’s 

commitment to the highest standards of corporate governance 

and compliance with the laws of South Africa. The Code sets out 

standards of integrity and ethics in dealings with suppliers, 

customers, business partners, stakeholders, government and 

society at large. It requires all employees to act with honesty and 

integrity in all dealings with stakeholders and to interact with 

fairness, dignity and respect to create and protect a credible 

business reputation and a working environment free from 

harassment and discrimination.

In line with the Code, the Group recruits and promotes employees 

on the basis of their suitability for the job without any discrimination 

on the basis of race, religion, national origin, colour, gender, age, 

marital status, sexual orientation or disability unrelated to the task 

at hand.
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Employees have been educated about the responsibility of 

reporting any actual, perceived or potential violation of the Code to 

management. Management bears the overall responsibility of 

monitoring compliance with the Code. ARB takes the Code 

seriously and, where appropriate, employs disciplinary procedures 

and/or legal proceedings to address any transgression.

The Group has a formal tip off policy and a tip off line which is 

managed by the Internal Auditor. There is a formal Group policy 

protocol regarding these tip offs approved by all CEOs. A register 

is submitted to the Audit Committee and reviewed to ensure tip 

offs were being appropriately addressed. During the year, only 

eight tip off calls were received and all were investigated and 

resolved. Ethics issues (such as being involved in outside 

businesses) were all timeously addressed.

STAKEHOLDER COMMUNICATION
The Group is committed to timely, consistent, honest and 

transparent communication with all stakeholders and encourages 

an open communication culture throughout the Group. This is 

carried through to all means of communication including 

advertising where all untruths, concealment or misleading 

descriptions are prohibited.

Company announcements are released on SENS and, if required, 

published in the press. Regular presentations and meetings are 

held with investors and analysts to communicate the strategy 

and performance of the Group. Furthermore, the Group CEO is 

available to answer any queries from stakeholders including 

institutional shareholders and industry analysts, and wherever 

possible, engages with the financial media to ensure accurate 

reporting. Shareholders are also afforded the opportunity to put 

questions to the Board at the Group’s AGM.

The Group’s website provides information on the Group and 

contains the latest and historical financial information.

The Group engages the services of Keyter Rech Investor Solutions 

CC to assist and advise it with all shareholder communications.

A table on stakeholder engagement can be found on page 33.

FRAUD, BRIBERY, CORRUPTION, ILLEGAL ACTS 
The Group does not engage in or condone any form of fraud, 

bribery, corruption or any other illegal acts in the conduct of its 

CORPORATE GOVERNANCE REPORT (continued)

business. Furthermore, employees are discouraged from 

accepting gifts or favours from suppliers that obligate them in 

any way to reciprocate. The Group’s policy is to actively pursue 

and prosecute the perpetrators of any fraudulent or other illegal 

activities should they become aware of any such acts. 

All Executive Directors, Divisional Directors and Regional, Branch 

and Sales Managers have signed the annual representation 

confirming they have performed their duties in an ethical manner 

within the confines of the appropriate laws and regulations and 

disclose all potential conflicts of interests, family members 

employed in the Group and all gifts over R500. The Operational 

and Group CEOs review all these declarations.

POLITICAL CONTRIBUTIONS
The Group does not contribute to any political parties or politicians.

ANTI-COMPETITIVE BEHAVIOUR
The Group supports and encourages free external and internal 

competition in all business units and subsidiaries. All Executive 

Directors, Divisional Directors and Regional, Branch and  

Sales Managers have signed the annual representation  

letter confirming that they have not participated in any anti-

competitive behaviour.

LITIGATION
The services of external legal advisors are engaged by the Group 

when deemed necessary. Other than as set out in Note 25.1 to the 

Financial Statements on page 85, the Board is not aware of any 

legal or arbitration proceedings that may have, or have had in the 

previous 12 months, a material effect on the financial position of 

the Group or any of its subsidiaries.

SPONSOR
Grindrod Bank Ltd is the Group’s sponsor and advises the Board 

on the interpretation of and compliance with the JSE Listings 

Requirements and with the review of all announcements and 

documentation required in terms thereof.



ARB Integrated Report 2017 | 41

RISK COMMITTEE REPORT

MEMBERS 
The Risk Committee currently comprises the following members:

 � Simon Downes (Chairman) – Independent, Non-Executive 

Director;
 � Alan R Burke – Non-Executive Director and Chairman of the 

Board of Directors;
 � James Dixon – Non-Executive Director; and
 � Ralph Patmore – Lead Independent, Non-Executive Director.

The following executives attend the Risk Committee by 

invitation only:
 � Billy Neasham – Group CEO;
 � Grant Scrutton – Group CFO;
 � Blayne Burke – Electrical Division CEO; and
 � Peter Willig – Lighting Division CEO.

The Group’s IT Director was also invited, from time to time, to 

present on matters relating to IT governance. The Group 

Secretary acts as the secretary to this committee.

ROLE OF THE RISK COMMITTEE
The Risk Committee operates in terms of a formal charter 

approved by the Board. Overall responsibility for the identification, 

evaluation, monitoring and management of risk vests with 

executive management. The committee provides independent 

and objective oversight of the information presented by executive 

management and reviews the risk philosophy, strategy and 

policies recommended by executive management.

The specific responsibilities of the Risk Committee include:
 � assisting the Board in discharging its duties relating to 

corporate accountability and the associated risks. Risk in 

the widest sense includes, but is not necessarily limited to, 

strategic risk; financial risk; operational risk; reputational 

risk and environmental risk, and
 � assisting the Board in discharging its duties relating to  

IT governance.

MEETINGS OF THE RISK COMMITTEE
During the year, the Risk Committee met four times, which the 

Directors believe is sufficient for discharging the committee’s 

responsibilities. Additional meetings are convened as required. 

Details of Directors’ attendance at the Risk Committee meetings 

are set out on page 37.

OVERVIEW OF THE RISK ASSESSMENT PROCESS 
AND IDENTIFICATION OF THE TOP 6 GROUP RISKS
The identification and mitigation of the Group’s significant risks 

is a key driver in the management of the Group’s businesses.  

We set out below the risk process overview and the top six 

identified risks. 

The management of ARB’s risks is a key driver in the way in which the business is run. 

Included is the risk matrix as well as a separate Risk Committee Report.

FinancialStrategic Operational Reputational Environmental IT

1 2 3 4 5 6

RISK COMMITTEE
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RISK COMMITTEE REPORT (continued)

RISK MATRIX

Description of risk Level of risk Mitigation strategies

Disintermediation 

(Strategic risk of 
suppliers approaching 
customers directly) 

High  � Negotiate industry-leading service level agreements at acceptable prices
 � Nurture and maintain excellent personal relationships with key decision 

makers
 � Carry the full range of customer requirements (one stop shop)
 � Provide funding and business assistance to SMMEs 
 � Develop proprietary products (own brands)
 � Create “bricks and mortar” presence close to customers
 � Develop a virtual on-line store with value add tools to make business simpler 

for customers
 � Develop and maintain loyalty programmes

Credit risk 

(Finance risk of bad and  
doubtful debts)

High  � Negotiate credit insurance with a reputable credit insurer
 � Maintain a centralised credit department, staffed with skilled professionals
 � Ensure wide access to market intelligence in the field
 � Actively monitor and communicate with customers
 � Access diverse customer base to reduce concentration risk
 � Understand customers’ requirements and business

BEE status 

(Strategic risk of 
customers being unable 
to purchase from ARB)

High  � Undertake a BEE gap analysis and develop an action plan to actively address 

weaknesses
 � Make significant investments in training and internal staff development of 

black individuals
 � Make appropriate CSI investment
 � Expand business outside of South Africa
 � Select appropriate BEE partners who can add value to the business

Trading margin

(Financial risk of 
reducing trading margins 
due to increased 
competition and reduced 
level of projects)

High  � Employ and develop proper traders
 � Secure proprietary and own-brand products
 � Build better relationships with suppliers and customers
 � Develop market intelligence to access special prices and volume discounts
 � Strictly control the delegation of authority over margin levels
 � Maintain an IT system control over low margin business
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Description of risk Level of risk Mitigation strategies

Staff retention

(Operational risk of not 
attracting and retaining 
excellent skills)

High  � Offering market-related remuneration with a bias towards variable-

performance pay
 � Offer formal staff development and training programmes
 � Develop active key staff career path programmes
 � Maintain formal succession and contingency planning
 � Actively develop and manage personnel to increase the depth and breadth  

of management

Stock devaluation

(Impairments due to rapid 
decreases in exchange 
rates and the RCP)

Medium  � Actively manage the strata and procurement of stock at senior levels
 � Actively monitor the RCP and the stock levels of associated products
 � Aggressively manage slow moving stock at every level of management
 � Hedge foreign exchange exposure through forward cover for foreign 

purchases
 � Create suitable provisions for identified problem areas

CONCLUSION
The committee is of the opinion that it has adequately discharged its obligations during the course of the year. Furthermore, the 

committee is of the opinion that all material risks facing the Group have been identified, quantified and, where possible, mitigated as 

prescribed by the Risk Committee Charter.

Simon Downes

Risk Committee Chairman
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AUDIT COMMITTEE REPORT

I have pleasure in presenting the Audit Committee Report for the 

year ended 30 June 2017. This Report sets out the corporate 

governance disclosure for the Audit Committee. As required by 

the Companies Act, the functions that the Audit Committee have 

discharged during the year are fully set out in the Audit 

Committee Report contained in the Annual Financial Statements 

section on page 52 of this Integrated Report, which specifically 

covers the requirements of section 94(7)(f) of the Companies Act 

and the recommendations of the King III Report.

APPOINTMENT
Each member of the Audit Committee is individually appointed at 

each AGM as required by the Companies Act (part D, section 94). 

The JSE Listings Requirements also require all listed companies 

to appoint an Audit Committee that “must fulfil the role as set out 

in the King Code”.

MEMBERS
The Audit Committee comprises the following independent 

members, who were appointed by the shareholders at the 

Company’s AGM held on 9 November 2016:
 � James Dixon (Chairman) – Independent Non-Executive Director;
 � Ralph Patmore – Independent Non-Executive Director; and
 � Simon Downes – Independent Non-Executive Director. 

In addition to the above members, the Group CEO, Group CFO, 

Group Internal Audit Manager and the external auditors attend 

Audit Committee meetings by invitation.

THE AUDIT COMMITTEE REPORT
The Act requires the Audit Committee to prepare a report which 

covers the following matters:
 � describe how the Audit Committee carried out its functions;
 � state whether the committee is satisfied that the internal and 

external auditors were independent of the Group; and
 � comment as appropriate on the accounting practices and the 

internal financial controls of the Group.

DUTIES OF THE AUDIT COMMITTEE
A formal charter tasks the Audit Committee with reviewing the 

interim results, the annual financial statements and associated 

announcements, as well as understanding management’s 

accounting processes and policies and the external auditor’s 

involvement in these processes. 

The specific responsibilities of the Audit Committee include:
 � Internal control – receiving confirmation from management, 

the internal auditors and external auditors that there are 

sufficient internal controls developed and trained and that 

these controls have operated for the full year under review. 

This is corroborated by the absence of conflicting information 

in information provided to the Board, the tip off line and reports 

from external regularity bodies.

 � Financial reporting – reviewing the accounting policies 

adopted or any changes made and the measures introduced 

by management to enhance the accuracy and fair presentation 

of all matters proposed for inclusion in the annual financial 

statements and any other reports prepared with reference to 

the affairs of the Group for external distribution or publication, 

including those required by any regulatory or supervisory 

authority.

 � External audit – recommending the appointment of external 

auditors for approval by the shareholders, reviewing their 

performance and monitoring their independence. The Audit 

Committee also sets the principles for recommending the 

external auditors to perform non-audit services.

 � Financial Director – evaluating the performance of the 

Financial Director and the effectiveness of the finance function 

during the year under review and providing feedback in this 

regard to the Remuneration and Nomination Committee.

 � Sustainability and integrated reporting – overseeing the 

Group’s sustainability and integrated reporting and advising 

the Board on the need to engage an external assurance 

provider to review the accuracy and completeness of such 

reporting.
 � Risk management and IT governance – although a separate 

Risk sub-committee exists, the Audit Committee liaises 

with the Risk Committee insofar as financial reporting risks, 

internal controls, fraud, IT governance and in respect of any 

areas of overlap. In accordance with the recommendations 

of King III, IT governance is addressed as a separate agenda 

item at Risk Committee meetings and reported back on at 

Board meetings. 

ACTIVITIES OF THE AUDIT COMMITTEE
The functions that the Audit Committee have discharged during 

the year are set out in the Audit Committee Report contained in 

the Annual Financial Statements section on page 52 of this 

Integrated Report, covering the requirements of section 94(7)(f) 

of the Companies Act and the recommendations of the King III 

Report. During the year, the Audit Committee met three times, 

which the Directors believe is sufficient for discharging  

the committee’s responsibilities. Additional meetings are 

convened as required. Details of Directors’ attendance at the 

Audit Committee meetings held during the year are set out on  

page 37.
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CONCLUSION
The duties and activities noted above assist in ensuring that the Group’s internal control environment, disciplines and procedures are 

adequate and were implemented for the full year under review to comply with the Companies Act, to minimise the financial risks of 

the Group and to provide adequate information in a timeous manner to enable management and the Audit Committee to fulfil 

their responsibilities.

The Audit Committee is of the opinion that its objectives were met during the year under review.

James Dixon

Audit Committee Chairman



Corporate governance

46 |  ARB Integrated Report 2017

REMUNERATION AND NOMINATION COMMITTEE REPORT

I have pleasure in presenting the Committee’s Report for the year 

ended 30 June 2017.

MEMBERS
The committee currently comprises the following members:

 � Ralph Patmore (Chairman) – Independent Non-Executive Director;

 � Alan R Burke – Non-Executive Director;

 � Simon Downs – Independent Non-Executive Director; and

 � James Dixon – Independent Non-Executive Director.

In addition to the above members, the Group CEO and the Group 

CFO attend committee meetings by invitation, but may not 

participate in any discussions regarding their own remuneration.

ROLE OF THE COMMITTEE
The committee operates under terms of a formal charter which 

requires it to meet at least twice a year in order to fulfil the 

functions assigned to it.

In compliance with the King Code, the Chairman of the Board is 

not eligible for appointment as chairman of the committee, but 

does preside as the chairman when the committee fulfils its 

oversight responsibilities on nomination matters and Board/

Director interactions. 

REMUNERATION RESPONSIBILITIES
 � To provide a mandate for the Group’s annual remuneration 

increases;

 � To provide guidance on other levels of remuneration, including 

minimum remuneration

 � To ensure that the Directors and senior executives are 

appropriately remunerated;

 � Authority for matters relating to employee benefits; and

 � Approval of short and long-term employee incentive schemes 

at both executive and divisional level.

REMUNERATION POLICY AND PHILOSOPHY
The Group’s philosophy is to set appropriate remuneration and 

profit incentive levels, considering levels of responsibility, market 

remuneration surveys and the need to attract, motivate and 

retain Directors, executives and individuals of a high calibre. 

The remuneration policy is endorsed annually, by means of a 

non-binding advisory vote, by shareholders.

EXECUTIVE DIRECTORS’ REMUNERATION
Executive remuneration comprises three components:

 � guaranteed pay, specifically a monthly basic cash salary 

including employee benefits such as retirement funding and 

medical aid contributions;
 � a cash-based short-term or performance incentive, linked 

to the higher of a predetermined level of profit growth or a 

minimum required return on opening equity which, if achieved, 

is paid annually after finalisation of the Group’s audited 

results; and
 � a long-term incentive, being the cash-settled share 

appreciation rights plans which are applicable for the periods 

ending February 2017 and February 2018.

A cumulative PBT growth target plan has been introduced, 

effective for the year ended 30 June 2017 with the first payment 

effective June 2019. 

Executive Directors’ guaranteed pay is reviewed annually by the 

committee. Salaries are compared to available industry surveys 

and pay levels of other South African companies to ensure 

sustainable performance and market competitiveness.  

The individual salaries of Directors are reviewed annually in light 

of their own performance, experience, level of responsibility and 

Group performance. Executive Directors do not receive Directors’ 

fees for attending Board and sub-committee meetings.

Executive Directors’ emoluments for the year ended  

30 June 2017 are detailed in Note 23 on page 79 of the annual 

financial statements.
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OTHER MATTERS
The total remuneration for the year of the three highest paid employees who are not Directors of the Group are set out below:

Basic Bonuses Total

Employee 1 R3 270 871 R1 083 000 R4 353 871

Employee 2 R2 359 080 R812 000 R3 171 080

Employee 3 R2 299 500 R812 000 R3 111 500

Total R7 929 451 R2 707 000 R10 636 451

Fees paid to Directors are set out on page 79 of this Integrated 

Report.

Directors’ service contracts
Executive Directors are appointed in terms of written letters of 

appointment which endure indefinitely, are subject to termination 

on either one or two months’ notice and which contain a restraint 

of trade undertaking.

Succession planning
The committee reviews the Group’s succession plan and 

communicates any areas of concern to the Risk Committee 

and Board.

Non-Executive Directors’ fees
Non-Executive Directors are appointed in terms of written letters 

of appointment. In accordance with the recommendations of 

King III and international best practice, Non-Executive Directors’  

fees comprise a combination of a fixed annual retainer and 

meeting attendance fees. Non-Executive Directors do not receive  

short-term incentives nor do they participate in any long-term 

incentive schemes.

The fees paid to Non-Executive Directors for the year ended 

30 June 2017 are detailed in Note 23 on page 79 of the annual 

financial statements. These fees were approved by the committee, 

the Board of Directors and shareholders at the Group’s last AGM. 

At the AGM to be held on 9 November 2017 shareholders will be 

asked to pass a special resolution to approve the fees of Non-

Executive Directors until the next AGM as set out in the 

accompanying Notice of AGM.

NOMINATION RESPONSIBILITIES
The committee is responsible for regularly reviewing and making 

recommendations on the Group’s Board structure and the size 

and composition of the Board. The committee furthermore 

ensures that an appropriate balance exists between executive, 

non-executive and independent Directors and considers and 

approves the classification of Directors as being independent, in 

line with the King Code. It assists with the identification and 

nomination of new Directors and appointment by the Board  

and/or shareholders and oversees induction and training  

of Directors. The Board has a policy for gender and race 

representation that seeks to include all races and genders in the 

nomination process for any vacancies that become available.

MEETINGS OF THE COMMITTEE
During the year, the committee met three times, which the 

Directors believe is sufficient for discharging the committee’s 

responsibilities. Details of Directors’ attendance at the 

Remuneration Committee meetings held during the year are set 

out on page 37.

KING IV
The committee has started reviewing all aspects of the Company’s 

remuneration strategy, policy and structures to ensure 

compliance with the guidelines as set out in King IV.

Ralph Patmore

Remuneration and Nomination Committee Chairman
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SOCIAL AND ETHICS COMMITTEE REPORT

I have pleasure in presenting the Social and Ethics Committee 

Report for the year ended 30 June 2017.

MEMBERS
The Social and Ethics Committee currently comprises the 

following members:

 � Simon Downes (Chairman) – Independent Non-Executive 

Director;

 � James Dixon – Independent Non-Executive Director;

 � Grant Scrutton – Group CFO (appointed 20 September 2016);

 � Shannon Bester – CFO of ARB Electrical Wholesalers; and

 � Nellie Mlambo – Human Resources Manager of ARB Electrical 

Wholesalers. 

In addition to the above members, the Group CEO attends the 

Social and Ethics Committee meetings by invitation. 

ROLE OF THE SOCIAL AND ETHICS COMMITTEE
The committee is governed by a formal charter and its primary 

objective is to provide oversight on the impact which the Group’s 

activities have on the environment; consumers; employees; 

communities; stakeholders and all other members of the public 

by recognising that the ultimate objective of managing 

organisational integrity is to build an ethical corporate culture.

The specific responsibilities of the Social and Ethics Committee 

include, inter alia:

 � to build and sustain an ethical corporate culture in the Group;

 � to promote good corporate citizenship;

 � to care for the environment, health and public safety, including 

the impact of the Group’s activities and of its products;
 � to monitor the Group’s labour services and employment 

services; and 
 � to ensure that the Group’s code of conduct and ethics-related 

policies are complied with.

ACTIVITIES AND MEETINGS OF THE SOCIAL AND 
ETHICS COMMITTEE
During the year, the Social and Ethics Committee considered or 

reviewed the following aspects:
 � the development of a Group Intranet;
 � health and safety compliance levels;
 � the BBBEE scorecards and transformation strategies;
 � ARB Electrical’s bursary scheme;
 � donations and CSI initiatives;
 � ARB Electrical’s learnership programme; and
 � environmental impacts.

During the year, the Social and Ethics Committee met twice, 

which the Directors believe is sufficient to discharging the 

committee’s responsibilities. Additional meetings are convened 

as required. Details of Directors’ attendance at the Social and 

Ethics Committee meetings held during the year are set out on 

page 37.

Simon Downes

Social and Ethics Committee Chairman


