
AUE 2602 
HOMEWORK 1 -   MEMORANDUM

CORPORATE GOVERNANCE
(+ 15 – 20 marks in Exam)

(JACKSON Chapter 4)

QUESTION 1: Corporate Governance 

1
The directors of ABC limited request your input on the implementation of good corporate governance, according 
to the second report of the King Committee, into their company.

Required:

1.1    List and describe Seven (7) principles of good Corporate governance.                       (10)

ANSWERS:
1.1    Corporate Governance

• Discipline
• Transparancy
• Independence
• Accountability
• Responsibility
• Fairness
• Social Responsibility

        Give a brief description for each one                                                                          (10)

QUESTION 2  - General questions on Corporate Governance  - Assignment 3 – 2011

Top Hair Limited, a company that manufactures hair products, recently decided to adopt the King Code on
Corporate Governance for South Africa 2009 (King 111).

Your audit firm received numerous enquiries regarding King III from the owners of the company. Consequently,
you were assigned by the audit partner to give a presentation to these owners on the contents of King 111.

To identify the focus areas for your presentation, you decided to distribute a questionnaire on the various
elements of King III to identify the problematic areas. The results of these questionnaires revealed that there is 
uncertainty regarding:

the party responsible for:
• the risk management of the company
• the appointment of the head of the internal audit function
• the introduction of new directors regarding the manner in which the company
• operates
• the appointment of new directors
• the confirmation of the effective operation of the internal audit system.

the key risks facing the company.
the function of a board committee.
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REQUIRED                                                            Marks
2.1     Who holds the ultimate responsibility for the management of risk7                 (1)
2.2     Who is responsible for the appointment of the head of the internal audit function?                                      (1)
2.3     Who is responsible for the induction of new directors regarding the manner in which the 

    company operates?                                              (1)
2.4     Who is responsible for the appointment of new directors?                             (1)
2.5     Who is responsible for the confirmation of the effective operation of the company's

       system of internal controls?                                            (1)
2.6     Identify four (4) key risks facing a company as per King III.                           (2)
2.7     What is the function of a board committee? Provide two (2) examples of   board committees.                    (3)

QUESTION 2 :    ANSWER

2.1     The board of directors,                                                        (1)

2.2    The audit committee,                                                   (1)

2.3    The company secretary.                                                (1)

2.4    The shareholders of the company.                                        (1)

2.5    The internal audit function.                                                  (1)

2.6    Key risks:
Stakeholder risk
Reputational risk
Compliance risk
Ethics risk
Sustainability risk
Corporate social investment, employee equity, black economic empowerment,
skills development and retention
Human and financial capital
Strategic risk
Operating risk
Information technology risk

    2.7     A board committee is an aid to assist the board and its directors.            (1)

Examples include: audit committee, nomination committee, remuneration
committee, risk committee.                                                                      (2)
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QUESTION 3  (JUNE 2013)
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QUESTION 3:  ANSWERS:
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QUESTION 4  (October 2013)
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Question 4: ANSWERS
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