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“The system by which corporations are direc

“Corporate governance is all those structur
controls within an organisation, at both board of directors level and within the
management structures of the organisation, that are designed to ensure that this
organisation achieves its business objectives. That it does so within sensible risk

management parameters; and that it does so efficiently, effectively, ethically and
equi tably”

“Corporate governance IS concerned
economic goals and between individua
to align as nearly as possible the interests of individuals, corporations and
society.”
Sir Adrian Cadbury
Corporate Governance Overview, 1999
[World Bank Report]
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Objectives — Corporate Governance

Good business/organisational management
Good performance/delivery

Good relations with shareholders

Good consideration for staff
Good relations with trading partners
Good social and environmental practices

Good compliance with laws & regulations
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Corporate Governance is essentially about:
Best business practice

Enhancing organisational performance and wellbeing

Adding shareholder and stakeholder value
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Draft report published for public comment on 25 February 2009
Comments to be submitted by 25 April 2009

Final Report, Code and practice notes published on 1 September 2009
Implementation on 1 March 2010

Companies Act expected to become effective on 1 July 2010
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Companies Act codifies standard of directors’ conduct (Section 76)

A person, acting in the capacity of director, must exercise his powers and perform his functions:
in good faith and for a proper purpose
in the best interest of the company and
with the degree of care, skill and diligence that may reasonably be expected of a person
carrying out the same functions and having the general knowledge, skill and experience of

that director

Business judgment rule codified
A director will not be liable if he:
Took reasonable steps to become informed about the matter

Declared any conflict of interest and

Believes that the decision was in the best interests of the company

Personal liability for directors if the standard of conduct is not met

©2008 Deloitte & Touche. All rights reserved



King |11 requi res @poplypoexpdaine— Code ef gdvdrnarice o n ¢
principles for corporate institutions (not only companies)

King |1 provided for ,comply or explain®
King Ill does not follow the Sarbanes-Ox | ey approach of ,comply

Directors need to apply the best practice principles, or explain to shareholders why they

opted not to

, Must ™" and ,Shoul d-

Result: Every decision counts!

Liability in terms of Companies Act
OR

Explain decision to shareholders

Shareholder activism
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King Ill provides guidance to all corporate entities on various governance related aspects,
including different chapters on:

Boards and directors

Corporate citizenship: leadership, integrity and responsibility
Audit committees

Risk management

Internal audit

Integrated sustainability reporting and disclosure

Compliance with laws, regulations, rules and standards

Managing stakeholder relationships &

Fundamental and affected transactions ”{é’,ﬂ_

G
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King Ill emphasises sustainability
Environmental sustainability (resource management with an eye on future needs)

Social responsibility (ensuring a positive impact on the community within which the

company operates)
Respect for human rights

Effective management of stakeholder relationships (including the utilisation of alternative

dispute resolution mechanismsto resolve
potential disputes efficiently, expeditiously

and inexpensively)

Economic value vs book value




10

Integration of strategy, sustainability and governance
Governance, strategy and sustainability have become intrinsically linked
Integrated reporting

Triple bottom line — Profit, People, Planet

Boards of Directors
Composition of the board (execs, non-execs, independent non-execs)
Duties for the chairperson and the CEO (new?)
Board appointment process
Director development
Remuneration

Performance assessment of directors
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Audit committee

Composition of committee — 3 independent, non-executive directors, appointed by

shareholders (in terms of Companies Act)

Clearly defined role and functions of the audit committee
Integrated reporting (both financial and sustainability reporting)
Responsibility for risk management (including IT risks)

Combined assurance model

Risk based approach to internal audit
|l nternal auditor must take account of t
Identify risks and opportunities to achieve strategy, test controls

Inclusive approach — all risks and opportunities, all controls to achieve strategy
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Risk management

Interrr el ati on between risk management and t

processes

Three lines of defence for risk managementi.e. line management, risk experts and

assurance functions

Stakeholder relationships and alternative dispute resolution

Identify different stakeholder groups, manage relationships between company and different

groups
ADR specialists to partake in all stakeholder interaction and negotiations
ADR clauses in contracts

Class action, any stakeholders
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IT Governance and IT risk management
Directors to ensure proper management of operational
risk with regard to IT systems and security
Directors need to take the necessary steps to ensure

authenticity, confidentiality, security, and integrity of data,

as well as the availability, reliability and functioning of IT systems

Fundamental and affected transactions
Directors should declare potential conflicting interests, remain independent and

Independent board to provide shareholders with an independent assessment of the offer

13 ©2008 Deloitte & Touche. All rights reserved



14

Compliance with laws and regulations
Directors to adopt compliance policy and perform oversight

Management to implement compliance policy, plan and function

Impact on remuneration?
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Remuneration Committee

Disclosure
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Non executives
Competentto determine remuneration

NEDS based on skills/experience then contribution

Individually for executives & non- executives
Company & subsidiaries

Salary

Bonuses

Fees/commissions
Benefits/contributions/allowances

Share options
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Beyond market related package to attract and retain

Towards

structure to encourage performance

quantified to reward performance
Issues

Defendable basis + philosophy for remuneration

Philosophy/basis approved by shareholders

Reward performance and contribution, agains
Not extraneous items, “no |ine of sight?”
Balance fixed versus incentive reward

Balance short term and long term, sustainability
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From

To

To

Caution:
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Structur es, ... Basics and

Processes and Procedur es

. Ethics, Values, Culture and Corporate Integrity

- Rules and Regulations vs Corporate Governance
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