King IV FY2019

Application of King IV Principles on Corporate Governance for South Africa 2016
(“King IV”)
Introduction
Raubex Group Limited (“Raubex”) listed on the Johannesburg Stock Exchange (“JSE”) in March 2007 and
operates across South Africa as well as throughout southern Africa and Cameroon. During the previous
financial year, Raubex also entered the Western Australian market through the acquisition of Westforce
Construction.
Raubex continues to uphold and apply the principles of King IV as corporate governance is an integral part
of the group’s business philosophy and the foundation on which the business is managed and controlled.
The board of directors, board committees, executive committee and senior management across the group
are committed to maintaining the highest standards of good corporate governance and good corporate
citizenship and accept full responsibility for the application of these principles.
This disclosure outlines how Raubex applies good governance as recommended by King IV.

Application of the King IV Principles
Leadership, ethics and corporate citizenship
Principle
1.

Ethical leadership
The board leads
ethically and effectively

Application

Reference to the integrated report

The board is highly effective and experienced and actively participates in leading the group. The board remains
accountable for leading the group ethically and effectively. The board is committed to good corporate governance
principles as set out in the King IV Report. The board, collectively and individually, acts in good faith and with the
utmost integrity, thereby ensuring an ethical group culture. The board is diversified in terms of knowledge, experience
and competence in the industry the group operates in.

Performance outlook – Chairman’s report
(Board composition and governance)
(page 20)

The board has established a governance framework between Raubex and its subsidiaries. The subsidiary companies
have considered and adopted the group’s policy regarding assurance, risk, compliance and information and technology.
The board has assumed collective responsibility for steering the direction of the group, defining the strategy and the
implementation thereof and ensuring accountability for group-wide performance. The board remains accountable to
shareholders and is held to account for ethical and effective leadership, which includes implementing a code of conduct
and performance assessments of the board, board committees and its individual members.
The results of the formal performance assessment of the board, board committees and individual directors in respect of
their ethical behaviour were found to be satisfactory. The individual formal director assessments are conducted every
two years to ensure that the ethical characteristics are upheld by all directors.
2.

2

Organisational ethics

The board determines and sets the tone for Raubex’s values that support an ethical culture.

The board governs the
ethics of Raubex group
in a way that supports
the establishment of an
ethical culture

The board is committed to the highest standards of ethical behaviour in its business conduct and has developed a
fraud and corruption policy to ensure consistent and effective investigation and disclosure of fraud and corruption
throughout the group. The Raubex group has adopted a culture of zero tolerance towards fraud and corruption in all its
activities.
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Performance outlook – Chairman’s report
(King IV) (page 21)
Corporate governance report – Board of
directors composition (pages 32 to 33)
Corporate governance report – Structure
of the board (page 34)
Corporate governance report – Raubex
governance structure (page 35)

Who we are – Our core values (page 1)
and Who we are – Our vision and mission
(page 1)
About Raubex – Material risks and
opportunities (Fraud hotline) (page 16)

An independent tip-offs anonymous facility, managed by Deloitte, is in place where suppliers, contractors and
employees can report any unethical practices anonymously. Incidents reported to the tip-offs anonymous facility are
reported to the audit committee, investigated and addressed, where applicable.

Corporate governance report – Social
and ethics committee terms of reference
(page 39)

The board has delegated the responsibility of monitoring the execution of the code of conduct, fraud and corruption
policy including the code of ethics to the social and ethics committee, which is a sub-committee of the board. The
committee monitors the group’s compliance with the United Nations Global Compact 10 Principles on Human Rights,
Environment, Labour and Anti-Corruption, including compliance with the Organisation for Economic Co-Operation and
Development (“OECD”) recommendations.

Social and ethics committee report –
Statutory duties (page 52)

Application of the King IV Principles (continued)

Principle
3.

Responsible corporate
citizen
The board ensures that
Raubex is and is seen
to be a responsible
corporate citizen

Application

Reference to the integrated report

Our vision and mission positions the group as a responsible corporate citizen as we strive in managing relationships
with clients and all other stakeholders with professionalism and integrity while meeting social, health, safety and
environmental responsibilities.

About Raubex – Our vision and mission
(page 1)

The board approves the strategy and together with the chief executive officer (“CEO”) and executive committee
monitors the implementation of the strategy to ensure achievement of performance targets. The strategic performance
goals include financial and non-financial measures. The non-financial measures include risk management and
compliance with the relevant laws and regulations.
The board, through the social and ethics committee and the executive committee, oversees and monitors stakeholder
expectations regarding its legal and moral obligations, including the transformation agenda in ensuring sustainability of
the business.

Performance and outlook – Chairman’s
report (Transformation and empowerment)
(page 21)
Sustainability report – Transformation
(pages 58 to 59)
Sustainability report – Stakeholder
engagement (pages 62 to 63)

Strategy, performance and reporting
Application

Reference to the integrated report

Strategy
implementation and
performance

Raubex’s ability to derive value is demonstrated in its business model. The group operates an integrated business
model covering the full spectrum of road construction, including supply of construction materials. The group also has
an infrastructure operating division with other specialised capabilities.

About Raubex – Raubex business model
(pages 6 to 7)

The board appreciates
that Raubex’s core
purpose, its critical risks
and opportunities,
strategy, business
model, performance
and sustainable
development are all
inseparable elements
of the value creation
process

When considering the strategy, the board assesses the risks and opportunities affecting the group’s business. The
board evaluates both the positive and negative outcomes in ensuring the elements of value creation are achieved. The
board provides guidance for the development and review of the strategy and monitors the progress of implementation.
The board, through the audit committee, formally considers the going concern assertion of Raubex and the group and
is of the opinion that it is appropriate for the coming year.

Principle
4.
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About Raubex – Strategic objectives
(pages 8 to 9)
About Raubex – Material risks and
opportunities (pages 11 to 18)
Annual financial statements – Audit
committee report (Going concern)
(page 81)

Application of the King IV Principles (continued)

Principle
5.

Reports and
disclosure
The board ensures that
reports issued by
Raubex enable
stakeholders to make
informed assessments
of Raubex’s
performance and its
short, medium and
long-term prospects

Application

Reference to the integrated report

The board oversees the compilation of the annual financial statements, sustainability report, remuneration report, risk
management report and the audit committee report by taking into account legal requirements, the intended audience
and purpose of each report.

Scope and boundary of the integrated
annual report – Approval of integrated
report (page 2)

The board, through the audit committee, ensures the integrity of the integrated annual report and any other required
disclosures. The reporting framework and materiality has been approved by the audit committee to ensure legal
compliance. The audit committee reviews the integrated annual report which is then submitted to the board for final
approval thereof, including the audited annual financial statements.

Annual financial statements – Audit
committee report (pages 80 to 82)

The integrated annual report, including the annual financial statements are published on the Raubex website.

Governing structures and delegation
Principle
6.

Role of the governing
body
The board serves as the
focal point and
custodian of corporate
governance in Raubex
and across the group
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Application

Reference to the integrated report

The board’s role, responsibility, membership requirements and procedural conduct are documented in the board charter
which was reviewed and approved in February 2019. The board is the ultimate custodian of good corporate
governance. A defined governance framework has been established by the board supported by current and relevant
policies and procedures.

Corporate governance report – Board
meetings and attendance (page 35)

A minimum of four formal board meetings are held annually and board members are provided with sufficient information
and reports to enable them to make informed decisions. The board reviews its performance every two years, through a
formal board evaluation process and includes the outcome of this evaluation in its report. The board is satisfied that it
has fulfilled its responsibilities according to its approved charter accordingly.

Corporate governance report – Board and
committees evaluation (page 37)
Annual financial statements – Statement
of responsibility by the board of directors
(page 72)

Application of the King IV Principles (continued)

Principle
7.

Composition of the
governing body
The board comprises
the appropriate balance
of knowledge, skills,
experience, diversity
and independence for it
to discharge its
governance role and
responsibilities
objectively and
effectively

Application

Reference to the integrated report

The board is responsible for its composition by ensuring it retains the appropriate balance of knowledge, skills,
experience, diversity and independence to objectively and effectively discharge its governance responsibilities. In doing
this, the board, through the remuneration and nomination committee (“remco”), considers the appropriate mix, taking
into account business, commercial and industry knowledge.

Corporate governance report – Structure
of board (page 34)

During the year under review, the board considered the appropriate combination of executives, non-executives and
independent non-executive members. The majority of the board is made up of non-executive directors, most of whom
are independent. The composition of the board has not changed and the board is still made up of three executive
directors with the rest being non-executive directors (four).

Corporate governance report – Board
race and gender diversity policy (page 36)
Corporate governance report – Chairman
and lead independent director (page 36)

The board has also considered its diversity, which considers race and gender, among others, when filling vacancies, in
order to enable it to discharge its duties and responsibilities effectively.
The board has assessed the independence of Mr L Maxwell, the lead independent non-executive director, who has
served on the board for more than nine years. The board concluded that Mr Maxwell continues to be sufficiently
objective and that there is no conflict of interest, undue influence or bias created by Mr Maxwell’s tenure, especially
when judged from the perspective of a reasonable and informed outside third party.
A brief CV for each director standing for election or re-election at the upcoming annual general meeting accompanies
the notice for the annual general meeting. The succession plan for directors is reviewed on an ongoing basis by both
remco and the board.

8.

Committees of the
governing body
The board ensures that
its arrangements for
delegation within its
own structures promote
independent judgement,
assist with balance of
power and the effective
discharge of its duties
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As reported in the integrated report, the board has appointed and delegated certain responsibilities to its board
committees. Membership of the board committees are as recommended by King IV. The number and nature of board
committees ensures there is adequate separation and balance of responsibilities and power.
The committees of the board include audit, risk, remco, and social and ethics committees, which are all chaired by
independent non-executive directors. The chairperson of each committee reports their respective committee’s
discussions, activities and resolutions, including the performance of the committee, to the board at each board meeting.
The board committees operate in terms of approved terms of reference, which are in line with the Companies Act 2008
and King IV. These committees exist to ensure balance of power and effective discharge of duties.

Corporate governance report –
Governance committees (pages 35 to 40)

Application of the King IV Principles (continued)

Principle
9.

Performance
evaluation
The board ensures that
the evaluation of its own
performance and that of
its committees, its chair
and its individual
members, support
continued improvement
in its performance and
effectiveness

10. Delegation to
management
The board ensures that
the appointment of and
delegation to
management,
contributes to role
clarity and effective
exercise of authority
and responsibilities
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Application

Reference to the integrated report

The board, its committees and individual members consider its performance to be in line with the requirements of
King IV. The board finalised the two-year formal review of its performance, its committees, individual members and its
chairman during FY2019. The results will be considered by the board. Although not externally facilitated, the process
was in accordance with the methodology approved by the board. The results of the evaluation, including interventions
for possible gaps identified, will be addressed by the board and its committees.

Corporate governance report – Board and
committee evaluation (page 37)
Corporate governance report – Company
secretary (page 40)

The board is satisfied with the evaluation process undertaken in improving its performance and effectiveness. The board
is also satisfied with the skills represented on the board.
The performance of the company secretary is assessed annually to ensure the company secretary’s independence and
objectivity is not unduly influenced. Raubex’s company secretary is suitably qualified and experienced and is able to
provide exco and the board with the requisite support for its efficient functioning and discharge of its duties.
The board is satisfied that the group is adequately resourced and that there is proper delegation of authority. The CEO
is appointed by the board and is responsible for leading the implementation of the approved group strategy and policy
and is the link between management and the board. The CEO attends remco, and audit committee meetings as an
invitee, and is not a member of these committees. Succession planning for the CEO position is reviewed periodically by
the board.
Other key management functions such as the group financial director and executive director governance, risk and
compliance are approved by the board, including the delegation of framework to appoint executives who will serve as
exco members.

Corporate governance report – Role of
the chief executive officer (page 36)

Application of the King IV Principles (continued)
Governance functional areas
Principle
11. Risk and opportunity
The board governs risk
in a way that supports
Raubex in setting and
achieving its strategic
objectives

Application

Reference to the integrated report

Risk management and the governance of risk is considered an integral part of the board’s responsibility. The risk
management policy, including the associated opportunities, has been reviewed and approved by the board. The board,
through its risk committee, has delegated to management the responsibility to identify, assess, mitigate and manage
risks and opportunities within the existing and emerging risk profile of Raubex’s operating environment.

About Raubex – Raubex business model
(pages 6 to 7)

An assessment of risks and opportunities stemming from the six capitals (Financial, Manufactures, Intellectual, Human,
Social and Relationship and Natural capitals) is considered on an ongoing basis. Mitigation actions are developed to
reduce the impact of the risk and the board through the risk committee is appraised quarterly on the risk management
plan. The risk maturity assessment, independently conducted by Deloitte in 2018, concluded that Raubex has
embedded risk management at various levels of management within the group and there is a good level of commitment
from the exco, board committees and the board. The level of maturity of Raubex risk management across the group is
at a top down/systematic level. This indicates that Raubex has many risk elements in the top down level and some
effectively at the systematic level.

About Raubex – Material risks and
opportunities (pages 11 to 18)
Corporate governance report – Risk
committee (page 38)

For more information regarding the top risks and opportunities in Raubex, refer to the integrated report.
12. Technology and
information
governance
The board governs
technology and
information in a way
that supports Raubex in
setting and achieving its
strategic objectives

The audit committee assists the board with the governance of technology and information for the group. The board
appreciates the importance of information technology (“IT”) for the achievement of its strategy and sustainability of the
business. An IT steering committee has been established and incorporated into exco, which meets on a monthly basis.
The group IT manager attends a specific timeslot allocated to report and discuss IT-related matters across the group. IT
risks are identified and monitored on an ongoing basis, which includes the addressing of safeguards of IT assets,
disaster recovery plans and ensuring continuity of operations. The IT steering committee has adopted a formal terms of
reference which has been approved by the board. The financial director reports to the audit committee on IT
governance and other related IT matters. Assurance on the governance of information and technology is provided and
aligned to the group’s strategy. Both external and internal auditors consider the effectiveness of IT controls, as per the
respective approved audit plans.
The board has also ensured IT is included as part of the group combined assurance model and the risks are monitored
on a quarterly basis based on the defined levels of assurance. Processes to ensure compliance with the relevant laws,
information security and protection of personal information have been established. Cyber crime and security is
monitored as part of IT governance.
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Corporate governance report – Audit
committee (page 37)
Corporate governance report – IT steering
committee (page 40)

Application of the King IV Principles (continued)

Principle
13. Compliance
governance
The board governs
compliance with
applicable laws and
adopts non-binding
rules and codes and
standards in a way that
supports Raubex being
ethical and a good
corporate citizen

Application

Reference to the integrated report

The board is responsible for the governance of compliance by setting the direction for how compliance should be
approached and addressed by the group. In the year under review, the board reviewed and approved the compliance
management policy and delegated the management of compliance to the risk committee. The risk committee, through
management, has defined and continually monitors the regulatory universe and appropriate responses to changes in
legislation and developments.

Corporate governance report –
Statement of compliance (page 34)
Corporate governance report –
Compliance with laws, rules, codes and
standards (page 41)

Raubex subscribes to LexisNexis regulatory compliance updates and developments, which is a notification service that
provides updates to the group of any regulatory changes, which are then reviewed and communicated to the relevant
subsidiary companies.
The risk committee monitors the defined regulatory universe, which includes possible regulatory penalties, sanctions
and fines for contraventions of, or non-compliance with, statutory obligations. Management went further in defining the
regulatory policy universe by ensuring all required policies are in place, updated where necessary, and are approved
and implemented.
Periodic independent assurance compliance reviews are undertaken by internal audit and non-compliances (if any) are
addressed by management and rectified accordingly.

14. Remuneration
governance
The board ensures that
Raubex remunerates
fairly, responsibly and
transparently so as to
promote the
achievement of strategic
objectives and positive
outcomes in the short,
medium and long term

Also applicable: JSE listing requirement 3:84(k), the remuneration policy and the implementation report.
Raubex has an approved remuneration policy, which aims to attract, motivate, reward and retain executive directors and
management with the required level of experience and knowledge necessary to achieve the group’s strategic objectives.
The remuneration committee is delegated by the board to independently oversee the implementation of the approved
remuneration policy that will ensure the achievement of Raubex’s strategy and grow stakeholder value sustainably. The
group actively engages with Raubex’s institutional investors. At the annual general meeting held on 27 July 2018, of the
total shares voted, 91,8% (2017: 57,1%) voted in favour of the remuneration policy and 8,2% (2017: 42,9%) voted
against the policy with 0,05% of voters abstaining (2017: 3,97%). The remuneration committee is satisfied with the level
of support received from shareholders for the remuneration policy. There have been no changes to the remuneration
policy for the ensuing year other than the adjustments to the short-term incentive and long-term incentive key
performance indicators.
A disclosure of the remuneration of each director and its prescribed officers is included in the AFS.
In line with the recommended practices of King IV, the remuneration policy and implementation report will be tabled for
separate non-binding advisory votes by the shareholders at the AGM in August 2019.
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Corporate governance report –
Remuneration and nomination committee
(page 38)
Corporate governance report –
Remuneration and nomination committee
report (pages 42 to 51)
Shareholder information – Endorsement of
Raubex’s remuneration policy (page 189)

Application of the King IV Principles (continued)

Principle
15. Assurance
The board ensures that
assurance services and
functions enable an
effective control
environment and that
these support the
integrity of information
for internal decision
making and of Raubex’s
external reports

Application

Reference to the integrated report

The board is responsible for assurance throughout the group and has adopted a combined assurance approach during
the financial year under review. The responsibility of overseeing these arrangements have been delegated to the audit
and risk committees, with the audit committee ensuring the development of a combined assurance framework and plan
and the risk committee overseeing the implementation of the plan. The board has ensured levels of assurance required
are defined and adequate and effective controls have been defined and applied.

Scope and boundary of the integrated
report – Assurance (page 2)

The combined assurance plan and report are based on the risk profile of the group and the board satisfies itself
quarterly on the effectiveness of controls. The audit committee ensures a system of internal financial controls that is
designed to provide assurance on the maintenance of proper accounting records and the reliability of financial
information is maintained. The internal audit plan includes the execution of compliance audits.
The internal audit plan is executed under the mandate approval of the audit committee. The internal audit function has
been outsourced to Deloitte with the aim of ensuring that the necessary skills and resources are available to address
the complexity of risks faced by the group. Progress against the approved plan is reported quarterly to the audit
committee. The Raubex board applied its collective mind to the contents of the integrated report and is satisfied with
its integrity.

Scope and boundary of the integrated
report – Assurance (page 2)
About Raubex – Material risks and
opportunities (Combined assurance
approach) (pages 16 to 17)
Corporate governance report – Internal
audit (page 41)
Corporate governance report – Audit
committee (page 37)

Stakeholder relationships
Principle
16. Stakeholders
In the execution of its
governance roles and
responsibilities, the
board adopts a
stakeholder inclusive
approach that balances
the needs, interests and
expectations of material
stakeholders in the best
interest of Raubex over
time
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Application

Reference to the integrated report

The board is responsible for the governance of stakeholder relationships and ensures that a stakeholder engagement
framework is in place and implemented by management. The board has adopted a stakeholder inclusive approach,
which includes the identification of individual stakeholders and stakeholder groups.

Corporate governance report –
Stakeholder communication and relations
(page 41)

The board, together with management, understands and responds to the needs of the various stakeholder groups,
which include investors, employees, customers, clients, suppliers, providers of finance, government regulatory bodies,
JSE, trade unions, industry associations and communities in balancing their legitimate and reasonable needs, interests
and expectations. To ensure effective communication, the group publishes its integrated annual report, including interim
and final financial results, on its website.

Sustainability report – Stakeholder
engagement (pages 62 to 63)

