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PricewaterhouseCoopers’ government vision

20 February 2010

A code of principles can only ever be as good as one’s ability to put it into practice. It is from this
standpoint that PricewaterhouseCoopers is committed to engaging the recommendations of the King
Report on Governance for South Africa 2009 and practically supporting government and the public sector
in implementing and applying them.

This guide embodies our thought leadership on key elements of the Report at the time of publication
and we envisage that it will be revised and updated as our thinking, knowledge and capabilities around
corporate governance continue to advance.

We trust that it will assist in providing practical advice and guidance to national, provincial and local
government in South Africa.

Sweald

..--"'"'_—._-----_
Suresh Kana

Chief Executive Officer
PricewaterhouseCoopers Southern Africa
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For the purposes of this guide:
The third King Report on Governance for South Africa 2009 is referred to as ‘the Report’.

The provisions of the Report are based on principles enshrined in the Code of Governance Principles for South Africa
2009, referred to as ‘the Code’.

The Report and the Code are collectively referred to as ‘King III’.

The Companies Bill, 2008, (which constitutes a revision of the Companies Act, 1973) had not been enacted at the time
of the release of King lll. Nevertheless, it is referred to as ‘the Act’ both here and in King Ill.

The terminology used to address the requirements for national, provincial and local government legislation, regulations,
practice notes and the Framework for Managing Programme Performance Information introduced by National Treasury
is collectively referred to as the Public Finance Management Act (PFMA) for national and provincial institutions; the
Municipal Finance Management Act (MFMA) and both the Municipal Structures Act and the Municipal Systems Act
(MSA) for local government.

King Il applies to all entities regardless of the manner and form of their incorporation or establishment. The use of the
terms ‘organisation’, ‘company’ and ‘business’ should be interpreted accordingly. For this purpose the principles will
remain as stated in King .

Although the terms ‘company’, ‘boards’ and ‘directors’ are used, King lll refers to the functional responsibility of
those charged with governance in any entity. This document is aligned to the functional responsibility within public
sector structures, and we have used the term ‘leadership’ where appropriate to describe the functional responsibility.
Leadership includes the accounting officer or equivalent and the executive committees that may be established to
support this position. The terms institution/s is utilised to address all spheres of government, in this publication.

DPSA refers to the Department of Public Service and Administration.



The release of King Ill on 1 September 2009 represents a significant milestone in the evolution of corporate
governance in South Africa and brings with it significant opportunities for institutions that embrace its
principles. Moreover, the South African Government has publicly committed itself to improving service
delivery, which is reflected in the statement made by President Jacob Zuma during his 2010 State of the
Nation address:

At PricewaterhouseCoopers (PwC), we believe that free enterprise prospers in an environment of good
and balanced corporate governance. While we understand that achieving good governance is a complex
task, we believe that sound governance practices offer numerous practical benefits and that institutions
should integrate such practices into their operational processes. In this publication, we have aligned the
national, provincial and local government legislation, regulations and codes to the principles of King lll. We
are committed to helping you meet these standards by delivering a comprehensive service offering that
translates principles into practical actions and takes the pressure off you.

King Il in the Public Sector
PricewaterhouseCoopers



King Il became necessary because of the
anticipated new Companies Act and changing trends
in international governance. As with King | (1994)
and King Il (2002), the King Committee endeavoured
to be at the forefront of governance internationally
and this has again been achieved by focusing on
the importance of reporting annually on how an
institution has both positively and negatively affected
the economic life of the community in which it
operated during the year under review. In addition,
emphasis has been placed on the requirement to
report on how the organisation intends to enhance
those positive aspects and eradicate or ameliorate
any possible negative impacts on the economic

life of the community in which it will operate in

the year ahead. This approach is in keeping with

the Government’s commitment to furthering
accountability, integrity and service delivery, which
is supported through the establishment of the
National Planning Commission and the Ministry

of Performance Management, Monitoring and
Evaluation.

The King Code of Corporate Practices and

Conduct 2002 (King Il) saw only limited adoption

in government and the public services. This was
largely due to the preemptive legal requirement of
compliance with the Public Finance Management
Act, 1999 (Act No. 1 of 1999) (PFMA) and the
Municipal Finance Management Act, 2003 (Act No.
56 of 2003) (MFMA), as minimum requirements in the

public sector. In contrast, the provisions of King lll
are specifically intended to be ‘applied or explained’
within all economic sectors, including the public
sector.

In addressing the link between governance principles
and law, the introduction to the Report observes:

“The ultimate compliance officer is the company’s
stakeholders who will let the board know by their
continued support of the company if they accept the
departure from a recommended practice and the
reasons furnished for doing so.”

In the case of the public sector, Parliament, on behalf
of the public at large, acts as a key stakeholder
and it will determine the level of compliance that
each public institution should strive to achieve in
addition to its statutory compliance required in
terms of the PFMA, MFMA and other applicable
acts. National and provincial institutions will have
similar compliance obligations and these will
reside with the executive authority, who delegates
these responsibilities to the accounting officer or
equivalent.

South Africa’s public sector is governed by a vast
number of acts and regulations and the extent of
self-regulation, in which an institution voluntarily
monitors its own adherence to legal and ethical
standards, needs to be balanced against these

statutory and regulatory requirements. The extent
of the success of self-regulation can militate
against the need for further statutory and regulatory
requirements.

King lll has broadened the scope of corporate
governance in South Africa with its core philosophy
revolving around leadership, sustainability and
corporate citizenship.

These key principles are given prominence:

Good governance is essentially about effective
leadership. Leaders need to define strategy,
provide direction and establish the ethics and
values that will influence and guide practices
and behaviour with regard to sustainability
performance.

Sustainability is now the primary moral and
economic imperative and it is one of the most
important sources of both opportunities and

risks for businesses. Nature, society, and
business are interconnected in complex ways
that need to be understood by decision makers.
Incremental changes towards sustainability are
not sufficient — we need a fundamental shift in the
way companies and directors act and organise
themselves.

King Il in the Public Sector
PricewaterhouseCoopers



Innovation, fairness, and collaboration are key
aspects of any transition to sustainability —
innovation provides new ways of doing things,
including profitable responses to sustainability
challenges. Fairness is vital because social
injustice is unsustainable and collaboration is
often a prerequisite for large-scale change.

Social transformation and redress is important
and needs to be integrated within the

broader transition to sustainability. Integrating
sustainability and social transformation in a
strategic and coherent manner will give rise to
greater opportunities, efficiencies, and benefits,
for both the institution and society.

King Il required companies to implement
sustainability reporting as a core aspect of
corporate governance. Since 2002, sustainability
reporting has become a widely accepted practice
and South Africa is an emerging market leader in
the field. However, sustainability reporting is in
need of renewal in order to respond to:

¢ The lingering trust deficit among civil society
of the intentions and practices of big business;
and

e Concerns among business decision makers
that sustainability reporting is not fulfilling their
expectations in a cost-effective manner.

King Il in the Public Sector
PricewaterhouseCoopers

King Ill has opted for an ‘apply or explain’
governance framework. Where the executive
authority believes it to be in the best interests of
the institution, it can adopt a practice different from
that recommended in King lll, but must explain it.
Explaining the different practice adopted and an
acceptable reason for it ensures consistency with
King Il principles.

The framework recommended by King lll is
principles-based and there is no ‘one size fits
all’ solution. Entities are encouraged to tailor
the principles of the Code as appropriate to the
size, nature and complexity of their institution.
Public sector institutions should similarly tailor
the principles in accordance with public sector
legislation and regulations.

In contrast to King | and King Il, King Il applies to
all entities regardless of the manner and form of
their incorporation or establishment. Principles are
drafted on the basis that, if they are adhered to,
any entity would have practiced good governance.
The compliance with the PFMA and MFMA has

established many of the governance practices within
the public sector and the challenge is now to assess

what changes, if any, are needed to achieve King lll
compliance.

All institutions should disclose which principles
and/or practices they have decided not to apply

or explain. This level of disclosure will allow
stakeholders to comment on and challenge the
leadership to improve the level of governance within
an institution. For public sector institutions, this
may be incorporated in the framework of reports
made during the year and in annual reports to the
executive authority and Parliament.

Some of the requirements introduced by King llI
include:

The need for an annual integrated report that
focuses on the impact of the institution in the
economic, environmental and social spheres;

A statement by the audit committee to the board
and shareholders on the effectiveness of internal
financial controls to be included in the integrated
report;



¢ The consideration of the strategic role of IT and its
importance from a governance perspective;

¢ The positioning of internal audit as a strategic
function that conducts a risk-based internal
audit and provides a written assessment of the
institution’s system of internal control, including
internal financial controls; and

© The governance of risk through formal risk
management processes.

Our involvement in the King Committee

Suresh Kana, PwC’s Chief Executive Officer, and
Anton van Wyk, our Global Internal Audit Leader,
served as members of the King Committee and
also chaired the Accounting and Auditing and
Internal Audit subcommittees respectively. As a
result of our involvement, PricewaterhouseCoopers
has deep insight into the recommendations of

the King Committee and is well placed to offer
practical guidance and encourage debate around
implementation to enable the real benefits of good
governance to be realised.

Competitive advantage is
increasingly being conferred

on businesses that create and
maintain a culture of integrity-

driven performance. However,
managing the shift to a higher level
of principled business practice
raises a number of new challenges.
PricewaterhouseCoopers has

made a considerable investment in
compliance solutions on a global and
local scale to help our clients meet
these challenges. Our experience
and know-how ensures that our
investment can be practically applied
for the benefit of our clients.

King Il in the Public Sector
PricewaterhouseCoopers
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“Responsible corporate citizenship implies an ethical relationship between the institution and the society in
which it operates.”

The notion of corporate citizenship is not new, but King Il gives it more credence and concrete expression
than ever before, while continually highlighting the unbroken chain that links ethical leadership, institutional
strategy and sustainability. The Constitution of the Republic of South Africa together with the Public Service
Act (PSA), the Public Finance Management Act (PFMA), the Municipal Systems Act and the Municipal
Structures Act (MSA) sets out regulations and codes directly related to this.



Leadership

1.1 Responsible
leadership, the board’s
responsibilities and ethical
foundation

1.1 The board should
provide effective
leadership based on an
ethical foundation

The board/ethical leaders
should:

1.1.3 do business
ethically;

1.1.5 take account of
the company’s impact
on internal and external
stakeholders; and

1.1.8 ensure that all

deliberations, decisions

and actions are based

on the four values

underpinning good

governance:
Responsibility
Accountability
Fairness

Transparency

The responsibility for
leadership is assigned to
the executive authority
in terms of section 3 of
the Public Service Act
and delegated to the
accounting officer or
equivalent.

The principles need to be
considered and applied
as appropriate by the
accounting officer or
equivalent.

Part VIl of the Public
Service Regulations
articulates these
principles and it is the
responsibility of the
accounting officer and
should be incorporated in
the strategic plan of each
institution.

Section 151 of the
Constitution of South
Africa vests the executive
and legislative authority
of a municipality in

its municipal council.
Section 30 of the MSA
makes the executive
committee (exco), the
executive mayor or a
committee appointed

by council responsible
for the implementation,
evaluation and monitoring
of the Integrated
Development Plan (IDP),
which incorporates these
principles. (This can be
read together with section
21 and 53 of the MFMA).

Schedule 5 of the
Municipal Structures Act
and Schedules 1 and 2
the MSA provides a code
of conduct for municipal
councillors and staff.

Executive guide to King Ill
PricewaterhouseCoopers



1.2. The board should
ensure that the company
is and is seen to be a
responsible corporate
citizen

The board should:

1.2.1. consider not only
financial performance but
also the impact of the
company’s operations

on society and the
environment;

1.2.2. protect, enhance
and invest in the wellbeing
of the economy, society
and the environment;

1.2.8. ensure that the
company’s performance
and interaction with its
stakeholders is guided by
the Constitution and the
Bill of Rights;

1.2.4. ensure that
collaborative efforts
with stakeholders are
embarked upon to
promote ethical conduct
and good corporate
citizenship;

1.2.5. ensure that
measurable corporate
citizenship programmes
are implemented; [and]

1.2.6. ensure that
management develops
corporate citizenship
policies.

The responsibility for
effective service delivery is
assigned to the accounting
officer or equivalent and
management, through the
executive authority.

The principles need to be
considered and applied
as appropriate by the
accounting officer or
equivalent.

Treasury Regulation 5.2.3
establishes this to be

the responsibility of the
accounting officer.

Measureable objectives
must be established in the
strategic plan. Outcomes
are to be reported on

a quarterly basis to the
executive authority as per
Treasury Regulation 5.3.

The principles of Batho
Pele, together with the
Public Sector Code of
Conduct contained in
chapter 2 of the Public
Service Regulations, 2001
(as amended in 2004),
drives the commitment to

service delivery, ethics and

a code of conduct in the
public sector respectively.

In terms of section 76 (4)
(c) of the PFMA, National
Treasury has issued

a code of conduct for
supply chain management
practitioners.

Chapter 4 of the MSA
provides for community
participation, while chapter
5 stresses the need for
community involvement

in approving amendments
to the IDP (section 23 and
34).

Section 95 of the MSA
provides for the provision
of sound customer care
and management systems.



Ethics, risk and
opportunity profile

1.3 The board should
ensure that the company’s
ethics are managed
effectively.

The board should ensure
that:

1.3.3 adherence to ethical
standards is measured;

1.3.4 internal and external
ethics performance is
aligned around the same
ethical standards;

1.3.5 ethical risk and
opportunities are
incorporated in the risk
management process;

1.3.6 A code of conduct
and ethics-related policies
are implemented; and

1.3.8 the company’s ethics
performance should be
assessed, monitored,
reported and disclosed.

The management of
ethics is delegated to

the accounting officer

or equivalent. The
measurement and the
development of ethics
policies are not mandated
in the PFMA or the MFMA.

Ethical risk is considered
but is not elevated to

this extent with regard to
reporting and disclosure.

The ethics and code of
conduct standards to

be applied in the public
sector are laid out by the

Public Service regulations.

Schedule 5 of the
Municipal Structures Act
and Schedules 1 and 2 of
the MSA provide a code
of conduct for municipal
councillors and staff.

King Il in the Public Sector
PricewaterhouseCoopers



The leadership of an institution will have to review
the values that drive their behaviour to ensure

that they and the institution reflect societal norms
and accepted governance guidelines. To this end,
leaders are expected to support and understand the
full implications of the stakeholder-inclusive model
put forward in the previous King reports and again
emphasised in King Il.

In developing institutional strategy, leaders will also
have to give due consideration to the full range

of material economic, social and environmental
dimensions and impacts that the institution and

its processes have on the community in which it
operates.

The ethical foundation of governance is required

to be specifically considered in all aspects

of governance incorporating the four values

of responsibility, accountability, fairness and
transparency. Ethics programmes that are
specifically measurable should be implemented. The
Code of Conduct, as prescribed in chapter 2 of the
Public Services Regulations and chapters 1 and 2
of the Municipal Systems Act, is well established
and forms the ethical basis to be followed in the
public sector. Overall, the inextricable link between
leadership and ethics is an expectation of good
corporate governance.

King Il in the Public Sector
PricewaterhouseCoopers

Entities cannot operate in a vacuum. A licence to
operate afforded by a multitude of stakeholders is
based on trust, integrity and a solid track record
of taking into account a balanced approach to
legitimate stakeholder issues.

Corporate citizenship is an ethical concept, which
finds expression in sustainable development

across the economic, social and environmental
aspects of the business. In the public sector, this

is a substantial driver of political accountability. A
properly constructed ethics programme can have

a substantial impact on improving an institution’s
control environment in that it pervades the various
lines of defence that well-governed institutions
feature. Moreover, the ‘tone at the top’ is a powerful
preventative control mechanism and also an effective
detective and corrective control mechanism.

Corporate citizenship, sustainability and
stakeholder inclusivity requires judgement,
balance and compromise. How does leadership in
the public sector environment make these types
of judgements?

Is legislative change needed to enforce ethical
behaviour?

Have we assessed the moral and economic
imperatives of our mandate? Have we taken this
into account when reviewing our institutional
strategy and application of our mandate?

Ethical and sustainability risks may be obscure or
indirect. Have we identified these risks? How do
we identify and manage these?

Do we have policies in place that will guide
every level of the institution in terms of expected
behaviours and practices and with reference to
our interaction with all material stakeholders?

Do we measure the impact or lack thereof, of our
ethical initiatives?

Have our values been appropriately defined in
view of the ethos that we wish to establish?

Does our code of conduct align to our values?

Has our ethics programme been subjected to a
robust assessment?

Is ethics sufficiently embedded in our risk
management processes?

Do we monitor, report and disclose ethics matters
sufficiently?



High-performing institutions achieve sustainable
service delivery. As a cornerstone of sustainability,

sound ethics and leadership are increasingly proving
their worth as drivers of effective performance. We

offer a range of services to assist institutions to
achieve their objectives:
Review of institutional values;

Development of values, governance principles
and key performance indicators;

Sustainable development strategy formulation;

Development of codes and policies in support of

ethics, corporate citizenship and sustainability;

Leadership evaluation to assess composition,
skills and other key criteria;

Socio-economic impact assessments;

Assessment of ethics programmes;

Determination of whether ethics is appropriately
embedded in your risk management processes;

and

Assessment of the effectiveness of your

complaints and allegations reporting mechanism.

10
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Boards and directors, acting in the best interest of the institution, form the focal point of corporate
governance with responsibilities extending to stakeholders: “Companies should be headed by a board that
should direct, govern and be in effective control of the company”. As public sector institutions do not have
boards of directors, their functions are performed by the executive authority as delegated to the accounting
officer. Municipal councils perform many of the board’s functions.

This chapter discusses key governance responsibilities that leadership are expected to consider, including:

The role and function of the board and its committees

The composition and performance evaluation of the board and its committees

The board appointment process

Director development

Remuneration of directors, senior executives, group boards and company secretaries.

11
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Role and function of the
board

12

2.1. The board should
act as the focal point
for and custodian of
corporate governance

The board is responsible
for ensuring the
continued success of
the company and is
guided by its charter.

It is the link between
management and
stakeholders and should
meet at least four times
per year.

Public sector institutions | This is the responsibility
do not have boards of the accounting
of directors. Board officer.

functions are performed

by the accounting

officer and their

executive management

team in the form of an

executive committee

(exco). Meetings are

held every fortnight with

the executive authority

relating to performance

and key issues at hand.

Municipal councils
perform many of the
board functions.

Section 30 of the MSA
delegates responsibility to the
exco, the executive mayor

or a committee appointed by
council for the implementation,
evaluation and monitoring of
the Integrated Development
Plan (IDP), which incorporates
these requirements. The
frequency of such meetings is
normally on a weekly basis.

King Il in the Public Sector
PricewaterhouseCoopers
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2.2. The board should
appreciate that strategy,
risk, performance

and sustainability are
inseparable

2.3. The board should
provide effective
leadership based on an
ethical foundation

The board should
inform and approve the
company’s strategy
and satisfy itself that
business plans are
not encumbered by
unexamined risks. In
doing so it identifies
key performance and
risk areas. The board
also ensures that the
strategy will result in
sustainable outcomes
and considers
sustainability to be a
business opportunity.

Explained in chapter 1

This responsibility is
vested in the executive
authority, and is tabled
in Parliament.

Refer to chapter 1

Treasury Regulation
5.1.1 establishes that
the strategy is approved
by the executive
authority.

The areas articulated
in Treasury Regulation
5.2.3 are detailed;
however, the risk
management
framework, as updated
by National Treasury,
clearly articulates
enterprise risk
management (ERM)
and should be applied
to the strategy of the
institution.

Refer to chapter 1

See comment above

Refer to chapter 1

13



2.4. The board should
ensure that the
company is and is seen
to be a responsible
corporate citizen

2.5. The board should
ensure that the
company’s ethics are
managed effectively

2.6. The board
should ensure that
the company has
an effective and
independent audit
committee

2.7. The board should
be responsible for the
governance of risk

Explained in chapter 1

Explained in chapter 1

Explained in chapter 3

Explained in chapter 4

Refer to chapter 1

Refer to chapter 1

Refer to chapter 3

Refer to chapter 4

Refer to chapter 1

Refer to chapter 1

Refer to chapter 3

Refer to chapter 4

Refer to chapter 1

Refer to chapter 1

Section 166 of the MFMA
states that a municipality must
have an independent advisory
body - the audit committee —
to advise the council.

Section 166.(2)(a)(ii) of

the MFMA tasks the audit
committee to advise the
council on risk management.

Section 62.(1)(c)(i) of the
MFMA makes the municipal
manager responsible for risk
management.

King Il in the Public Sector
PricewaterhouseCoopers
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2.8. The board should
be responsible for
information technology
(IT) governance

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

2.10. The board should
ensure that there is an
effective risk-based
internal audit

2.11. The board
should appreciate
that stakeholders’
perceptions affect the
company’s reputation

2.12. The board should
ensure the integrity

of the company’s
integrated report

Explained in chapter 5

Explained in chapter 6

Explained in chapter 7

Explained in chapter 8

Explained in chapter 9

Refer to chapter 5

Refer to chapter 6

Refer to chapter 7

Refer to chapter 8

Refer to chapter 9

Refer to chapter 5

Refer to chapter 6

Refer to chapter 7

Refer to chapter 8

Refer to chapter 9

Section 62.(1)(a) of the MFMA
makes it the municipal
manager’s responsibility to
ensure that resources are
used effectively, efficiently and
economically.

Section 55.(1)(b) of the MSA
makes the municipal manager
responsible for management
in accordance with legislation.
Sections 65.(2)(f); 73.(b);
74.(2) and 171 of the MFMA
also assign responsibilities to
comply with legislation to the
municipal manager.

In terms of section 165.(2)(a) of
the MFMA, internal audit must
prepare a risk-based plan.

Section 130 of the MFMA
stipulates that meetings of
council are to be made open to
the public.

Sections 121 and 129 of the
MFMA provide for an annual
report and an oversight report.

15
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2.13. The board
should report on the
effectiveness of the
company’s system of
internal controls

2.14. The board and its
directors should act in
the best interests of the
company

Explained in chapter 11

Directors act in the

best interests of the
company by, amongst
other actions, disclosing
conflicts where they
exist, dealing in
securities only as
allowed by internal
policies and by adhering
to legal standards

of conduct. Where
required, they should

be permitted to take
independent advice.

Refer to chapter 11

Those in leadership
positions are expected
to perform their duties in
the best interests of the
institution. Regulations
provide for specific
compliance such as
annual conflict of
interest declarations.

Refer to chapter 11

Chapter 9 of the Senior
Management Services
handbook requires a
declaration of interest
be made annually.

Section 166.(2)(a)(i) of the
MFMA tasks the audit
committee with reporting to
council on internal controls.

Schedule 1 (Paragraph 7)
to the MSA states that a
declaration of interest is
required annually, or where
changes occur.

Council rules provide for
the declaration of interest at
meetings.

King Il in the Public Sector
PricewaterhouseCoopers
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2.15. The board should
consider business
rescue proceedings

or other turnaround
mechanisms as soon
as the company is
financially distressed
as defined in the
Companies Act.

The board should
ensure that:

2.15.1. the solvency and
liquidity of the company
is continuously
monitored;

2.15.2. its consideration
is fair to save a
financially distressed
company either by

way of workouts, sale,
merger, amalgamation,
compromise with
creditors or business
rescue;

2.15.3. a suitable
practitioner is appointed
if business rescue is
adopted; and

2.15.4. a practitioner
furnishes security for the
value of the assets of
the company.

There is no need

for consideration

of financial distress
requirements in public
institutions. However,
financial discipline is
fundamental to good
governance in the public
sector.

Section 30 (2) of the
PFMA allows for

funds to be requested
through the adjustment
estimates process, with
subsection (a) and (b)
specifically referring

to “unavoidable”

and “unforeseeable”
expenditure.

Section 135 of the MFMA
specifies that the municipality
is responsible for the resolution
of financial problems and

must notify the MEC for local
government.

17
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2.16. The board should
elect a chairman of

the board who is an
independent non-
executive director. The
CEO of the company
should not also fulfil the
role of chairman of the
board

Where the guidelines

in the principle are

not applied, a lead
independent director
should be appointed
and disclosure provided
in the integrated report.
The role of the chairman
should be formalised
and assessed annually
and a succession

plan put in place.

The chairman should
consider the number of
chairmanships held.

The role of the
chairman is achieved
through the delegated
responsibilities.

The executive authority
provides the role

of the chairman or

as delegated to the
accounting officer

Section 36.(1) of the
Municipal Structures Act
rules that the speaker chairs
council meetings. This is
substantially different to

the principles of King lll
and the challenge is for the
speaker to perform the role
of the chairman in providing
governance oversight and
leadership.

King Il in the Public Sector
PricewaterhouseCoopers
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2.17. The board should
appoint the chief
executive officer and
establish a framework
for the delegation of
authority

The board ensures that
the role of the CEO

is formalised and his
performance evaluated
against specified
criteria. It also makes
recommendations
regarding senior
management
appointments and

its own assessment

of materiality for the
company.

Executive appointments
are regulated through
the Public Service

Act and Municipal
Structures Act.

The accounting officer’s
role is formalised by
the PFMA and other
legislative measures.
The performance of the
accounting officer and
the senior management
services body is
measured against
specific outcomes
detailed in their
respective contracts
and assessed against
the DPSA performance
management

protocol through the
DPSA performance
management system.

The delegation
frameworks are set
by the DPSA. The
accounting officer
and the executive
management team
provide the thresholds
for delegation within
the DPSA and supply
chain management
frameworks.

The municipal council appoints

the municipal manager in

terms of sections 30.(5)(c) and
82 of the Municipal Structures

Act.
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2.18. The board should
comprise a balance of
power, with a majority of
non-executive directors.
The majority of non-
executive directors
should be independent

2.19. Directors should
be appointed through a
formal process

The majority of non-
executive directors
should be independent,
with independence
assessed annually. As

a minimum, the CEO
and director responsible
for finance should be
appointed to the board.
The section also deals

with the re-appointment,

rotation and removal of
directors.

The director
appointment process
should be transparent
and include background
and reference checks.

It is the responsibility

of the nomination
committee to identify
suitable members.

The executive authority
is ultimately responsible
for institutions, while
political structures
provide the governance
oversight and direction.

Political performance
is determined through

party political structures.

Not applicable to these
institutions.

Not applicable to these
institutions.

The municipal council
consists of a number of
councillors elected by the local
community through a system
of proportional representation,
as prescribed by section 20 of
the Municipal Structures Act.
The positions (mayor, speaker,
exco, etc) are elected by the
elected councillors. In the
case of district municipalities,
some councillors are elected
and others are appointed by
the local municipality in terms
of section 23 of the Municipal
Structures Act.

As prescribed by section 20 of
the Municipal Structures Act, a
municipal council consists of a
number of elected councillors,
each of whom must meet
defined qualification
requirements.
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2.20. The induction of
and ongoing training
and development is
conducted through
formal processes

2.21. The board
should be assisted

by a competent,
suitably qualified and
experienced company
secretary

New and inexperienced
directors should be
suitably trained through
formal induction

and mentorship
programmes. Directors
should be kept up

to date through

regular briefings and
continuing professional
development
programmes.

The board appoints
and removes the
company secretary.
The requirements of
the Companies Act in
relation to the company
secretary apply to
listed and state-owned
companies. King lll
further elaborates on the
duties of the company
secretary.

Training of the executive
authority and councillors
should be completed

to ensure that their
responsibilities and
requirements are
understood.

Secretarial

responsibilities are
completed through
delegated officials.

Not applicable to these
institutions.

Not applicable to these
institutions.

Section 53 of the MSA states
that the council must define
the roles and responsibilities of
councillors and structures.

According to section 55.(1)

(i) of the MSA, the municipal
manager is appointed to
advise the political structures.
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2.22. The evaluation
of the board, its
committees and the
individual directors
should be performed
every year

Annual evaluations

of the board, its
committees and
directors (including
evaluations of the
chairman, CEO and
other executive
directors) should

be performed by

the chairman or an
independent service
provider. The overview
of the process should
be disclosed in the
integrated report. The
performance evaluation
of directors assists in
identifying their training
needs and should

be a prerequisite for
reappointment.

Political performance
is determined through

Performance
assessment could be
tailored for municipal
councillors.

party political structures.

Not applicable to these
institutions.

Not applicable in the
municipal environment.
However, paragraph 4.(2)

of the Councillor’s Code of
Conduct in both the Municipal
Structures Act and the MSA,
stipulates that a councillor
may not be absent from three
consecutive meetings.
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2.23. The board should
delegate certain
functions to well-
structured committees
but without abdicating
its own responsibilities

Committees should

be appropriately
constituted and should
formulate terms of
reference that are
reviewed annually.

The need for audit,

risk, nomination

and remuneration
committees is also
discussed. Committees
(with the exception of
the risk committee)
should comprise

a majority of non-
executive directors

of which the majority
should be independent.

The audit committee is
a statutory committee
of the institution.

Other committees are
established as deemed
appropriate.

The committees

are established and
appointed by the
accounting officer
according to Treasury
Regulation 3.1.2 and in
consultation with the
executive authority.

Section 32 of the Municipal
Str