
Application of principles in King III

As required by the JSE Listings Requirements, the following table discloses the status of Afdawn’s compliance with King III and 
reasons for non-compliance, if applicable.

1 – Not applied / will not be applied.
2 – In process / partially applied.
3 – Full application.

Ethical leadership and corporate citizenship

Effective leadership based on an effective ethical foundation 3

Responsible corporate citizen 3

Effective management of ethics 3

Board and directors

The board is the focal point for and custodian of corporate governance 3

Strategy, risk, performance and sustainability are inseparable 3

Directors act in the best interest of the company 3

The chairman of the board is an independent non-executive director 1x

A framework for the delegation of authority has been established .The board comprises a balance of power, with a 
majority of non executive directors who are independent

2**

Directors are appointed through a formal process 3

Formal induction and ongoing training of directors is conducted 3

The board is assisted by a competent, suitably qualified and experienced company secretary 3

Annual performance evaluations of the board, its committees and individual members 2***

Appointment of well-structured committees 3

An agreed governance framework between the group and its subsidiary boards is in place 3

Directors and executives are fairly and responsibly remunerated 3

Remuneration of directors and prescribed officers is disclosed 3

The company’s remuneration policy is approved by the shareholders 3

x The board will consider the appropriate time to appoint an independent non-executive chairman.

** The majority of the board comprises executive directors.

*** Evaluations are done informally.

Audit committee

Effective and independent 3

Suitably skilled and experienced independent non-executive directors 3

Chaired by an independent non-executive director 3

Oversees integrated reporting 3**

A combined assurance model is applied to improve efficiency in assurance activities 2x

Satisfies itself of the expertise, resources and experience of the company’s finance function 3

Oversees internal audit 1#

Integral to the risk management process 3

Oversees the external audit process 3

Reports to the board and shareholders on how it has discharged its duties 3

x A combined assurance model is not fully implemented. The audit and risk committee does however place reliance on the  
 inputs of management and assurance from the external auditors. As indicated below, the Company does not have a separate  
 internal audit function.

# See internal audit below.

** An integrated report is not prepared. The audit committee oversees the annual financial statements.
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Governance of risk

The board is responsible for the governance of risk 3

The board determines the levels of risk tolerance 3

The audit and risk management committee assists the board in carrying out its risk responsibilities 3

The board has delegated the process of risk management to management. The board ensures that risk assessments 
are performed on a continual basis. Frameworks and methodologies are implemented to increase the probability of 
anticipating unpredictable risks

3

The board ensures that management implements appropriate risk responses 3

The board receives assurance regarding the effectiveness of the risk management process 1x

Sufficient risk disclosure to stakeholders 2#

x The Group has not complied with this principle in full due to not having an internal audit function. Reports from management  
 to the Board and audit committee provide a balanced assessment of the key risks facing the Group. The board constantly  
 focusses on the critical risks facing the organisation during these challenging times.

# The Board has disclosed and discharged its views and responsibility on the effectiveness of the Group’s risk management  
 process in the statement of responsibilities of directors in the Group’s annual financial statements and furthermore discloses  
 the risks facing the Group and the mitigating actions that will either reduce the probability or lessen the impact thereof.

Governance of information technology

The board is responsible for the governance of information technology (IT) 3

IT is aligned with the performance and sustainability objectives of the company 3

Management is responsible for the implementation of an IT governance framework 3

The board monitors and evaluates significant IT investments and expenditure 2x

IT is an integral part of the company’s risk management. IT assets are managed effectively 3

The audit and risk management committee assists the board in carrying out its IT responsibilities 3

x The Board, through the audit committee, oversees the proper value delivery of IT and monitors that the expected return on  
 investment are derived and protected.

Compliance with laws, codes, rules and standards

Compliance with laws, rules, codes and standards 3

The board ensures that the company complies with applicable laws and considers adherence to non-binding rules, 
codes and standards

3

The board and each individual director and senior manager has a working understanding of the effect of laws, rules, 
codes and standards applicable to the company and its business

3

Compliance risk forms an integral part of the company’s risk management process 3

The implementation of an effective compliance framework and process has been delegated to management 3
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The annual financial statements reflect the facts relating to the suspention from the JSE and the 
subsequent Reportable Irregularity.

Internal audit

The board ensures that there is an effective risk-based internal audit 1x

Internal audit follows a risk-based approach to its plan 1x

Internal audit provides a written assessment of the effectiveness of the company’s system of internal controls and 
risk management

1x

The audit committee is responsible for overseeing internal audit 1x

Internal audit should be strategically positioned to achieve its objectives 1x

x Due to capital and resource constraints, the Company does not have a separate internal audit function. The oversight   
 of internal control remained with the audit committee and the required testing and investigation was performed in-house  
 by competent financial staff or external consultants as required. A separate internal audit division with a qualified internal  
 auditor will be formalised and implemented when the group has the necessary capital and resources. The internal audit tasks  
 remain with the audit committee for the time being until the internal audit department will take responsibility of all internal  
 audit matters. The external expert utilised to value the Elite debtors book and the IFRS consultant are examples of this.

Governing stakeholder relationships

The board appreciates that stakeholders’ perceptions affect the company’s reputation 3

Management proactively deals with stakeholder relationships 3

There is an appropriate balance between its various stakeholder groupings 3

Equitable treatment of shareholders 3

Transparent and effective communication with stakeholders 3

Disputes are resolved effectively, efficiently and as expeditiously as possible 3

Integrated reporting and disclosure

The board ensures the integrity of the company’s integrated report 2*

Sustainability reporting and disclosure should be integrated with the company’s financial reporting 3*

Sustainability reporting and disclosure should be independently assured 1**

* The company does not prepare an integrated report. It prepares annual financial statements. 

**  The Board has decided that there would be no further third-party assurances in respect of the Group’s annual  report, other  
 than that of the independent auditors. The contents of the report have been reviewed by the audit committee and approved  
 by the Board.

The annual financial statements are reviewed by the audit committee and recommended to the board.
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