CORPORATE GOVERNANCE continued

Auditand Compliance Committee regarding risk management
processes and activities pertaining to safety, health and
environment were comprehensive and adequately facilitated.
Whilst the committee had specific duties relating to risk
governance, the role of the Audit and Compliance Committee
was retained in terms of some aspects of risk management,
including financial reporting risks, internal financial controls
and fraud and IT risks relating to financial reporting.

4, Relationship with other Board committees

The committee acknowledges the inextricable link between
certain of its responsibilities with those of other committees
of the Board. Some of these include the relationship with
the Audit and Compliance Committee, which retains the
responsibility for risk management as it relates to financial
reporting risks, internal financial controls and fraud and IT
risks relating to financial reporting.

Further, the company’s standing on the recommendations
espoused in the Organisation for Economic Cooperation and
Development (OECD) regarding the prevention of corruption,
are reviewed and covered by the Audit and Compliance
Committee which ensures that the company has adopted
effective systems of internal control, has an independent
external auditor, operates within an approved code of ethics,
and has implemented whistle-blowing processes that support
the non-victimisation of whistle-blowers, amongst others.

The company has implemented employment equity policies
that are based on the principle of creating equal opportunity
for all within a diverse workforce with a substantial number
of members of designated groups at all levels; supported by
appropriate performance and talent management processes
and activities, set recruitment targets, clear development
and training programmes, and coaching and mentoring
programmes amongst others. The Human Resources
Executive drives these processes under the leadership of
the CEO and reports to the Remuneration Committee and
the Board.

5. Sustainability reporting

The committee reviewed and accepted the detailed
sustainability report contained in this integrated report,
noting the various themes of the report including social
performance (social and relationship capital), environmental
stewardship  (natural capitall and human capital,
manufactured capital and intellectual capital, as articulated
in the International Integrated Reporting framework. The
committee reviewed the sustainability report as part of its
role of assisting the Board to achieve better performance on
sustainability matters, including the company’s contribution
to the development of communities in which its activities are
predominantly conducted, sponsorships and socio-economic
development (SED) programmes, relationships with key
stakeholders, and the impact of the company’s activities
on the environment, employee health and public safety. As
detailed above, the Audit and Compliance Committee has
considered the sustainability and governance information
as disclosed in the company’s integrated annual report to

ensure its reliability and consistency with the annual financial
statements. Various reports of the external assurance service
providers to ensure that the information is reliable and
consistent with the financial results and other operational
information at the disposal of the committee were also
considered. The independence of the external assurance
service provider for the sustainability report was also assessed
and confirmed.

6. Attendance

The committee had two meetings during the period under
review. The evaluation of the committee was conducted
and the result of the assessment was positive. The record of
attendance is contained on page 66.

ETHICS MANAGEMENT
AND GOVERNANCE

CODE OF BUSINESS CONDUCT AND ETHICS

The company operates within a formal Code of Business Conduct
and Ethics, which has been reviewed and approved by the Board,
communicated and distributed to all employees across all levels
in the company. The Code is based on a fundamental belief that
all business transactions should be legal and conducted beyond
reproach in the spirit of honesty and fairness. The company has
a zero tolerance approach to theft, fraud, corruption and any
violation of the law or unethical business dealing by employees
and suppliers. The Code also addresses conflict of interest
situations and encourages employees to report on any conflict
or perceived conflict of interest situation. This may arise due to
employees being offered and receiving gifts in return for favours,
employees not being independent from business organisations
having a contractual relationship or providing goods or services
to Tongaat Hulett, and employees’ personal investments taking
priority over transactions for the company and its clients.

ETHICS MANAGEMENT REPORTING AND
OVERSIGHT

The Audit and Compliance Committee assists the Board in
overseeing the consistent application of and compliance with
the Code through reports compiled by the corporate security
manager and reported to the committee by internal audit.
Incidents of fraud, corruption or unethical practices that are
reported or detected through management controls are formally
investigated, followed by formal disciplinary processes. In severe
instances, criminal proceedings are instituted. Management
is strict in ensuring the implementation of the Code across
all operations in a daily context. Compliance by directors, all
employees and suppliers to the high moral, ethical and legal
standards of the Code is mandatory, and if employees become
aware of, or suspect, a contravention of the Code, they are
urged to promptly and confidentially report it to the Company
Secretary or senior officials at management level.

WHISTLE-BLOWING SERVICE

As part of the fraud and corruption prevention approach,
Tongaat Hulett has engaged the services of an independent
whistle-blowing service provider to report on any unethical



and unlawful behaviour or non-compliance with the Code. The
anonymous independent whistle-blowing service is operational
in South Africa, Zimbabwe, Botswana, Mozambique, Swaziland
and Namibia. Continuous training and awareness are important
aspects of a successful ethics management programme. To this
end, each centre has recently been provided with the official
Deloitte / Tongaat Hulett Tip-Offs DVD describing the whistle-
blowing process, plus stickers and posters which have also been
translated into Portuguese for the Mozambique operations.

Information relating to a significant fraudulent activity
previously reported in detail to the Audit and Compliance
Committee meeting continues to be monitored. There were no
new significant fraudulent activities reported during the period
under review.

RISK MANAGEMENT PROCESS

While the Board is ultimately responsible for risk management,
company management has designed and implemented a risk
management framework and has committed the company
to a process of risk management that is aligned to King Il and
to the company’s corporate governance responsibilities. This
commitment is reflected in management’s continued attention
to the importance of effective risk management in ensuring that
business objectives and strategies are met and that continued,
sustained growth and profitability is achieved. The framework,
which incorporates the risk management policy, strategy
and plan, aims to ensure that risk management processes are
embedded in critical business activities and functions, and that
risks are undertaken in an informed manner and proactively
managed in accordance with the business risk appetite. This
includes identifying and taking advantage of opportunities as
well as protecting intellectual capital and assets by mitigating
adverse impacts of risk.

Therisk management review process seeks to achieve the correct
balance between the issues that are specific to, and appropriately
managed in, an operational area and those issues that are
significant enough or cross-cutting enough to be considered,
and managed in an appropriate way, on a Tongaat Hulett-
wide basis. This involves identifying, analysing and taking the
appropriate action with regard to specific identified scenarios,
the aggregation of a number of individual risks, interrelated
and interconnected issues/global trends, relevant clusters of
such topics and a focus on the whole situation. The approach
to risk management includes being able to identify, describe
and analyse risks at all levels throughout the organisation, with
mitigating actions being implemented at the appropriate point
of activity. The very significant, high impact risk areas and the
related mitigating action plans are monitored at an executive
level. Risks and mitigating actions are given relevant visibility at
various appropriate forums throughout the organisation.

Tongaat Hulett has documented its approach towards
Information and Communication Technology (ICT) in various
documents such as the ICT governance framework (including the
company'’s policy and charter), disaster recovery plans, business
continuity plans, acceptable use policy and a record of the
approach to the protection and control of ICT documentation.
The IT systems and application controls in the multiple computer

systemsin the various operations are, inter alia, subject to internal
audit processes on an ongoing basis, integral to the audit of the
overall control environment.

The current business environment is recognised as having
many changing and challenging elements, particularly in the
context of the volatile global economy and specific localised
dynamics. Most of Tongaat Hulett's business platforms and
operational areas are not considered to be in a static, steady
state. Consequently, rather than relying purely on periodic
reviews, there is a continued and increasing adoption of a project
management approach and use of project management skills in
various management processes, including risk management. The
ongoing, routine risk management processes are thus coupled
with change management and specific, task-based, project-
driven risk management initiatives.

Company-wide systems of internal control exist in all key
operations to manage and mitigate risks and a Combined
Assurance Strategy and Plan has been implemented to further
enhance the co-ordination of assurance activities. Tongaat
Hulett's Combined Assurance Plan provides a framework for
the various assurance providers to work together to provide
assurance to the Board, through the Audit and Compliance
and Risk, SHE, Social and Ethics Committees, that all significant
risks are adequately managed. The Plan consists of “three
layers of defense”, being management, functional oversight
and independent assurance providers, wherein the assurance
on the risk management and related controls for the company
is reported.

Appropriate business continuity plans and resources have been
identified in order to ensure the implementation of recovery
procedures, where potential risks have been identified as having
the possibility of constituting a disaster.

The Tongaat Hulett internal audit function, which is supported
by its internal audit service provider, KPMG, has performed a
review of the effectiveness of the company’s internal control
environment, including its internal financial controls, and the
effectiveness of its risk management process. The evaluation
of the company’s risk management processes included a review
undertaken by KPMG. It noted Tongaat Hulett’s positioning, for
the review period, on the KPMG Risk Maturity Continuum as
“intergrated", which is the second highest level. The KPMG Risk
Maturity Continuum has the levels of "weak -sustainable-mature-
intergrated-advanced" (order of maturity). Consequently, the
company’s internal audit function has provided independent
assurance to the Audit and Compliance and Risk, SHE, Social and
Ethics Committees and the Board on the effectiveness of its risk
management processes.

For the period under review, the Tongaat Hulett Board, assisted
by the above mentioned committees, is of the view that the
internal control environment and the risk management processes
in place for the company are effective.



