IoDSA FAQs
Board committees

Frequently Asked Questions
Board committees
1. What are the typical committees that a board should have?
King III, Principle 2.23: The board should delegate certain functions to well without abdicating its own responsibilities.
Subject to any specific legislative requirements, every board needs to determine which and how many board
committees it considers necessary. The purpose of a board committee is to make the tasks of the board easier by
having a dedicated group of people focusing at their matters.
The Companies Act, 2008 (the Act) requires a statutory state-owned company or other company that is required only
by its Memorandum of Incorporation (MOI) to comply with Chapter 3 of the Act.
In addition, King III recommends that all other companies should establish an audit committee.
The Regulations to the Act prescribe that every state owned company, every listed public company, and any other
company that has, in any two of the previous five years, score above 500 points in terms of the public interest score,
must appoint a social and ethics committee.
The public interest score is calculated at the end of each financial year as the sum of the following:
•
•
•
•

A number of points equal to the average number of employees of the company during the financial year;
One point for every R 1 million (or portion thereof) in third party liability of the company, at the financial year-end;
One point for every R 1 million (or portion thereof) in turnover during the financial year; and
One point for every individual who, at the end of the financial year, is known by the company
o In the case of a profit company, to directly or indirectly have a beneficial interest in any of the company’s
issued securities; or
o In the case of a non-profit company, to be a member of the company, or a member of an association that is a
member of the company.

King III further recommends that unless legislated otherwise, the board should appoint the risk, remuneration and
nomination committees as standing committees of the board.
The public sector may have other specific regulated committees, including finance committees, procurement
committees and municipal public accounts committees.
Other industries may have the need for specialised committees, for example in the financial
services industry, a credit committee may be considered necessary.
In essence, a board can set up any number of committees that it considers necessary to
effectively
discharge its duties, staying within its legislative universe.
Unless legislated otherwise, smaller companies need not establish formal committees, but
should
ensure that all the relevant functions are appropriately addressed by the board.
2. What should a typical terms of reference of a board committee cover?
King III states that the terms of reference for a committee should, as a minimum, cover:
•
•
•
•
•
•

Composition
Objectives, purpose and functions
Delegated authorities, including the extent of power to make decisions or recommendations or
both;
Tenure
Reporting mechanism to the board.

We also consider is useful for the following to be covered:
•
•
•
•

•

Meeting procedures i.e. frequency, attendance, quorum, agenda and minutes
Evaluation – i.e. when and how the committee will be evaluated
Date at which terms of reference was adopted
Date at which terms of reference will be reviewed and updated
Approval by chairman of committee and chairman of board

