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PUBLIC ENTITIES CORPORATE GOVERNANCE BILL, 2017

Memorandum

This Bill will provide for the corporate governance of public entities, that is to
say statutory bodies (parastatals), certain constitutional Commissions, and commercial
entities that are owned or controlled by the Government.

In this context, “corporate governance” means the rules, practices and processes
by which an organisation is directed and controlled. Corporate governance essentially
involves achieving a fair balance between the interests of the various stakeholders in an
organisation, including its shareholders, management, customers, suppliers, financiers
and the general community. Corporate governance encompasses most aspects of the
organisation’s management, from action plans and internal controls to performance
measurement and corporate disclosure. It is not directly concerned with the quality
of an organisation’s services, but it has an indirect effect on them because the more
efficient an organisation’s management is, the more likely it is that the organisation
will deliver good services. Hence this Bill, by improving the internal management
structures of parastatals and other public entities, should lead to an improvement in
their performance.

The Bill will apply only to public entities, not to organisations in the private
sector. The management of private companies, which are usually small organisations,
is the concern of their shareholders. Public companies, which are listed on exchanges
such as the Zimbabwe Stock Exchange, are governed by exchange listing rules and by
codes of corporate governance laid down by the Securities and Exchange Commission
of Zimbabwe. Any changes to the current rules of corporate governance applicable to
companies (other than government-owned companies) will be done by amendments
to the Companies Act and the Securities and Exchange Act, not through this Bill.

In summary, the Bill will do the following:

. It will underline the responsibility of line Ministries (those Ministries whose
Minister is responsible for any public entity) to more effectively monitor,
supervise and oversee the management operations of public entities to ensure
strict compliance by them with the provisions of this Bill, without, however,
infringing on the autonomy of public entities.

. Itoutlinesthe role and functions of the Corporate Governance Unit within the
Office of the President and Cabinet (OPC) as a centralised advisory, oversight
and support system for line Ministries with regard to the implementation of
this Bill.

. It will introduce some consistency in the conditions of service of members
of boards of public entities. In particular, it will require members to enter
into performance contracts with the Government and will allow their salaries
and allowances to be limited.

«  Similarly, it will regulate the conditions of service of chief executive
officers and other senior staff members of public entities and will allow
their remuneration to be limited.

. It will give effect to the National Code on Corporate Governance Zimbabwe
(Zimcode) to the extent that it applies to public entities.

In more detail, the provisions of the Bill are as follows:
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Part | (Preliminary)
This Part deals with preliminary matters.

Clause 1 sets out the Bill’s short title and will provide for the Bill to come into
operation on a date to be notified by the President in the Gazette.

Clause 2 defines terms that are used in the Bill. The term “public entity” is
defined widely to include organisations of all kinds that are owned or controlled by the
Government: constitutional Commissions, parastatals, companies and firms. The word
“Minister” is defined to mean the Vice-President or Minister to whom the President may
assign the Bill; the term “line Minister” means the Minister invested by the President
or an enabling instrument with the responsibility for administering a public entity.

Clause 3will exclude government Ministries and departments from the application
of the Bill. Subject to that, the Bill will override anything to the contrary in any other
Act or legal instrument that establishes or regulates public entities.

Clause 4 will make it clear that the Bill will not affect the independence of
constitutional Commissions, nor the way in which their members can be appointed
and dismissed.

Part 1l (Corporate Governance Unit)

This Part recognises the continued existence within the Office of the President
and Cabinet of the Corporate Governance Unit, which was established prior to this
Bill in accordance with the law relating to the Civil Service. This Part also sets out its
functions.

In terms of clause 5 the Unit will be a semi-autonomous department of the Office of
the President and Cabinet and will be headed by a civil servant of Permanent Secretary
grade, supported by a Civil Service Commission approved staff structure filled by civil
servants.

The Unit’s functions are set out in clause 6 and will include the establishment and
maintenance of a database of potential board members; the collection and storage of
corporate governance related information for all public entities; the coordination and
oversight of board induction programmes to be implemented by all public entities; and
general oversight, in collaboration and consultation with line ministries, of compliance
with the provisions of this Bill.

Clause 7 will make the head of the Unit responsible for managing the Unit and
its staff.

The head of the Unit, with the approval of the head of the Ministry responsible
for this Bill, will be able to engage experts as consultants (clause 8).

Clause 9 will give the Minister — i.e. the Minister or Vice-President to whom the
President assigns administration of the Bill — power to give policy directives to the
head of the Unit.

Under clause 10 the Unit will have to submit annual reports to the Minister, who
will lay them before the National Assembly. The reports will have to mention cases
where this Bill has been breached and the breaches have not been rectified.

Part 111 (Appointment, tenure and conditions of service of boards of publicentities)

Clause 11 will regulate appointments members to boards of public entities. Under
the clause:

. Members will not be allowed to serve for more than two four-year terms, a
total of eight years in all.
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. In the compilation of lists of proposed board members for all public entities
to be submitted by the line Minister for approval by the President, line
Ministries will be able to benefit from (but not be limited to) the database
of potential board members established and maintained by the Unit.

. Persons will have to be appropriately qualified and experienced before
they can be appointed to a board, and board members will have to have an
appropriate diversity of skills.

«  There will have to be equal numbers of men and women on all boards, and
Zimbabwe’s regions will also have to be equitably represented on them.

. No one will be allowed to serve on more than two boards at a time (though
if a person is on the board of a public entity and also on the board of its
subsidiary, that will count as membership of only one board).

. Persons in the full-time employment of the State will be eligible for
appointment to a board so long as they do not form a majority on the board.
Permanent Secretaries will not however be eligible for appointment.

«  Vacancies on a board will have to be filled within 90 days.

Responsible line Ministers will have to ensure that the Unit is notified of all
board appointments and that lists showing the names of all board members for all the
public entities falling within their portfolios are available for public inspection at their
Ministries. In addition, the Unit will ensure that the appointments are notified in the
Gazette.

Under clause 12, the Minister responsible for this Bill will be able to formulate
standard sitting allowances, provisions for out-of-pocket expenses and other payments
or benefits compatible with service as a non-executive board member.

Under clause 13, line Ministers will be required to observe the principles of
transparency with respect to fixing the remuneration of executive board members set
out in the Third Schedule; also, the Minister will be able to formulate model conditions
of service for executive board members of public entities, and line Ministers will
generally have to follow those model conditions when fixing conditions of service for
executive members of boards under their control.

Clause 14 will empower the Minister and the Minister of Finance, in consultation
with line Ministers, to fix maximum amounts payable to board members of public
entities. No board members will be allowed to receive more than those maximum
amounts.

Clause 15 will permit resignations of board members to be probed by the head of
the line Ministry, in order to find out if the resignations were prompted by any defects
in the corporate governance of the public entities concerned.

Clause 16 will give board members of public entities some security of tenure by
prohibiting their dismissal for anything other than misconduct, disqualification, failure
to comply with their conditions of service or their governance or performance contracts,
or if they fail to attend three consecutive board meetings. Disputes over whether a
particular dismissal is justified will be referred to the Cabinet (subclause (4)).

Part IV (Appointment and conditions of service of senior staff of public entities)

This Part deals with the appointment and conditions of service of chief executive
officers and other senior staff of public entities.

Under clause 17, chief executive officers will be appointed for maximum terms
of five years, renewable once only, and their tenure will be reviewed annually by their
boards to ensure satisfactory performance. They will be appointed after a  selection
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process involving public advertisements, interviews and approval by the line Minister
with the consent of the President.

Clause 18 deals with the appointment of senior staff members of public entities,
other than chief executive officers. When appointing them their boards will have to
maintain an equal representation of men and women and a fair regional balance. The
head of the line Ministry concerned will keep the Unit informed of the names of all
appointees, together with their qualifications and the criteria on which they were
appointed.

In terms of clause 19, boards of public entities will be required to observe the
principles of transparency with respect to fixing the remuneration of chief executive
officersand other senior staff members set out in the Third Schedule; also, the conditions
of service of chief executive officers and other senior staff members of public entities
will have to be fixed at full meetings of the entities’ boards, and will have to specify
any terminal benefits the officers will be entitled to. The Minister will have power to
formulate model conditions of service for such officers, and boards will generally have
to follow those model conditions when fixing conditions of service for their staff.

Clause 20 will empower the Minister, with the approval of the Minister of Finance,
and after consulting line Ministers, to fix maximum amounts payable to chief executive
officers and other senior staff members of public entities. No such staff members will
be allowed to receive more than those maximum amounts.

Clause 21 will restrict the terminal benefits paid to senior staff of public entities
on their resignation or retirement: only such benefits as have been approved by the
responsible Minister and the Minister of Finance will be payable.

Part V (Strategic plans and performance contracts)

Clause 22 will oblige boards of public entities to draw up strategic plans setting
objectives and priorities for the public entities within their portfolios and stating how
their entities will achieve them. The clause sets out how the strategic plans are to be
drawn up and what must be included in them. Plans will have to be laid before the
National Assembly. Public entities will have to allow the public to inspect their plans,
which will be kept available for inspection at their offices.

Clause 23 will require boards of public entities to enter into performance contracts
with their chief executive officers and senior members of their staff. Copies of such
performance contracts will be lodged with the relevant line Ministry and with the Unit,
together with annual performance assessments conducted by the board concerned.
Senior staff members will not be allowed to assume office until they have signed
performance contracts.

Clause 24 will require boards of public entities to annually review their current
strategic plans and current performance contracts with their senior staff members, and
to report the results of its review to the line Minister.

Clause 25 will oblige line Ministers to enter into performance contracts with the
board members of the public entities within their portfolios.

Part VI (Codes of good governance)

Under this Part, the boards of all public entities will have to adhere to the Good
Corporate Governance Code set out in the First Schedule, and to such of the principles
of good governance set out in the Second Schedule as are applicable to the public entity
concerned. Also, boards must prepare board charters, and chief executive officers
codes of ethics for the entity, in accordance with the principles set forth in clause 27.
Approval of board charters and codes of ethics shall rest with the line Minister (clause
28). Amendments of board charters and codes of ethics will be made according to the
same procedure as applied to their formulation (clause 29).
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Public entities will have to keep their board charters and codes of ethics available
for inspection by the public at their offices (clause 30).

The monitoring of compliance with Good Corporate Governance Code, board
charters and codes of ethics is provided for in clause 31.

Clause 32 will make it clear that public entities which are listed companies must
comply with any codes applicable to the companies under the Securities and Exchange
Act or any listing rules to the extent that these mandate more stringent standards than
those provided for under Part VI.

Part VII (Conduct of business by boards of public entities)

This Part sets out duties of boards of public entities in regard to the holding of
meetings and the auditing of accounts.

Clause 33 will require boards to meet at least once every three months and to
convene an annual meeting of stakeholders once a year to be known as the “annual
general meeting”. They will also have to meet their line Ministers at least twice a year.
If the membership of a board falls below a quorum the board will be allowed to meet
for up to 90 days pending the appointment of new members, but any decisions reached
by the board during that time will be subject to ratification when a quorum has been
formed (subclause (2)).

Clause 34 will require members of boards and senior staff of public entities to
declare conflicts of interest and prohibit them from taking part in their entities” business
where there is such a conflict. Failure to do so will result in the member or senior staff
member ceasing to hold office as such.

Clause 35 will require boards to keep proper minutes of their meetings,
recording the decisions taken at the meetings. The minutes will have to be signed by
the chairperson of the meeting or of the next meeting and sent to the responsible line
Ministry and the Unit.

Under clause 36, every public entity will have to have its accounts audited annually
by the Auditor-General or a registered public auditor appointed on the recommendation
of the board’s audit committee. The auditor will have to submit the audit report to the
line Minister and the Minister responsible for thisAct as well as the board.

Part VIII (General)
This Part deals with miscellaneous matters.

Members of boards and of senior will have to declare their assets upon their
appointment and upon ceasing to be members of the board or of the senior staff, and
also at other times if so required (clause 37). Failure to do so will result in the member
ceasing to hold office as such.

Clause 38 sets forth the basic responsibilities of State appointees to boards of public
commercial entities, joint venture entities and subsidiaries of either of the foregoing.

Clauses 39 and 40 provide for the development of implementing manuals to guide
line Ministries on the implementation of this Bill, and for the corporate governance
rating of public entities.

Clause 41 will give line Ministers the power to conduct special investigations
into public entities within their purview. The powers of investigators appointed by the
line Ministry, and the way in which their investigations are conducted, are set forth in
clause 42.

Clause 43 will oblige heads of line Ministries to notify the head of the Unit of
the formation, dissolution and material change in the ownership of any public entity
constituted by an enabling instrument that is not an Act ofParliament.
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Clause 44 will allow the Minister to exempt any public entity from any provision
of the Bill, where the exemption is justified because of the small size of the entity or
any unusual difficulty it may encounter in complying with the provision. There will
have to be compelling reasons, however, before any such exemption can be granted.

Clause 45 will give the Minister power to make regulations that may be needed to
give effect to the Bill, and under clause 45 he or she will be able to amend the Schedules
to the Bill, though any such amendment will have to be advertised in the Gazette and
approved by the National Assembly.

Clause 46 provides for the expeditious change of the Schedules to this Bill by
means of a statutory instrument made by the Minister, which statutory instrument,
however, must be approved by resolution of the National Assembly.

Clause 47 deals with savings and transitional provisions. In particular:

. Within two months after the Bill comes into force (“the commencement
date”) all public entities will have to provide the Unit with particulars of
their boards and senior staff, and of their salaries and conditions of service.

. If the contracts of existing board members and members of staff of public
entities are renewed, the renewals will have to comply with the Bill.

. People who are chief executive officers of public entities on the commence-
ment date will be permitted to continue in office until they have served for
the maximum period allowed under the Bill (i.e. for five years renewable
once). If they have already served that period they will cease to hold office
six months after the commencement date.

«  Within six months after the commencement date, boards will have to draw
up strategic plans, enter into performance contracts with their senior staff
and prepare codes of good governance in accordance with the Bill.

. Responsible Ministers will have six months after the commencement date
within which to enter into performance contracts with board members of
public entities within their portfolios.

First Schedule (National Code on Corporate Governance)

This Schedule sets out the provisions of Zimcode, which will be applicable to
companies that are public entities.

Second Schedule (Principles of good corporate governance)
This Schedule sets out generally accepted principles of good corporate governance,
to be incorporated into governance contracts and codes of good governance.

Third Schedule (Surcharge)

This Schedule provides for the fair and expeditious recovery of excess
remuneration, allowances or benefits paid in violation of the maximum amounts for
the same fixed under this Bill.

(vi)
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BILL

To provide for the governance of public entities in compliance with Chapter

9 of the Constitution; to provide a uniform mechanism for regulating

the conditions of service of members of public entities and their senior

5 employees; and to provide for matters connected with or incidental to
the foregoing.

WHEREAS section 194 of the Constitution provides as follows, in regard to

public entities:

(1) Public administration in all tiers of government, including institutions
10 and agencies of the State, and government-controlled entities and other public
enterprises, must be governed by the democratic values and principles enshrined

in this Constitution, including the following principles—

@)
(b)
15 (©
©)
©)

®
20 ()]

)
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a high standard of professional ethics must be promoted and maintained;
efficient and economical use of resources must be promoted;

public administration must be development-oriented;

services must be provided impartially, fairly, equitably and without bias;

people’s needs must be responded to within a reasonable time, and the
public must be encouraged to participate in policy-making;

public administration must be accountable to Parliament and to the people;

institutions and agencies of government at all levels must co-operate with
each other;

transparency must be fostered by providing the public with timely,
accessible and accurate information;

Printed by the Government Printer, Harare
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() goodhuman-resource management and career-development practices, to
maximise human potential, must be cultivated;

() public administration must be broadly representative of the diverse
communities of Zimbabwe;

(k) employment, training and advancement practices must be based on merit,
ability, objectivity, fairness, equality of men and women and the inclusion
of persons with disabilities;

and the State must take measures, including legislative measures, to promote these
values and principles.

(2) Appointments to offices in all tiers of government, including government
institutions and agencies and government-controlled entities and other public
enterprises, must be made primarily on the basis of merit.

AND WHEREAS section 195(1) of the Constitution makes the following provision
for State-controlled commercial entities:

(1) Companies and other commercial entities owned or wholly controlled
by the State must, in addition to complying with the principles set out in section
194(1), conduct their operations so as to maintain commercial viability and abide
by generally accepted standards of good corporate governance.

AND WHEREAS section 197 of the Constitution permits an Act of Parliament to

limit the terms of office of chief executive officers or heads of government-controlled
entities and public enterprises;

AND WHEREAS section 198 of the Constitution requires an Act of Parliament
to provide measures for the enforcement of the above provisions, including measures
specifying the standards of good corporate governance to be observed by government-
controlled entities and other commercial entities owned or wholly controlled by the
State, and measures for the disciplining of persons who contravene those standards;

AND WHEREAS section 316 of the Constitution requires an Act of Parliament to
provide for the competent and effective operation of statutory bodies and, in particular,
to ensure that their chief executive officers serve for limited periods whose renewal is
dependent on the efficient performance of their duties:

NOW, THEREFORE, be it enacted by the Parliament and the President of
Zimbabwe as follows:—

PART |

Preliminary

1 Short title and date of commencement

(1) This Act may be cited as the Public Entities Corporate Governance Act
[Chapter 10:31].

(2) This Act shall come into operation on a date to be fixed by the President
by statutory instrument.

2 Interpretation

(1) In this Act—

“annual general meeting”, in relation to a public entity, means an annual meeting
of the stakeholders of the entity referred to in section 33(3);

“associate”, in relation to a person, has the meaning given to it by subsections
(5), (6) and (7);
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“board”, in relation to a public entity, means the members of the governing
body of the entity, by whatever name called, holding positions comparable
to those of the directors of a company;

“board charter” is the document which, in addition to outlining the mission and
values of the public entity for which a board is responsible, sets forth how
board members will discharge their duties and the standards of conduct
to which they will be held in that capacity;

“board member representing minority interests”, in relation to a company or
other entity which is government-controlled but in which one or more
other persons have interests, means a member of the entity’s board
representing those other persons;

“chief executive officer”, in relation to a public entity, means the person who,
either alone or jointly with one or more other persons, is responsible under
the direct authority of the entity’s board for the conduct of the entity’s
activities;

“code of ethics”, in relation to a public entity, is the document outlining the
mission and values of the public entity, how employees of the entity are
supposed to discharge their duties and resolve problems consistently with
the entity’s values, and the standards of conduct to which employees will
be held towards each other and the public in their capacity as employees;

“constitutional Commission” means a Commission established by  the
Constitution;

“enabling instrument”, with reference to any public entity, means the instrument
(whether or notembodied in asingle document) that establishes the entity
and governs its functions, powers and procedure, and with reference to—

@ aconstitutional Commission, includes the Constitution and any
enactment governing the Commission’s functions and procedure;

() astatutory body other than a constitutional Commission, means the
enactment by or under which that body is established;

(c) acompany, means the memorandum and articles of association or
other foundational document establishing the company that is filed
with the Companies Registry in accordance with Companies Act
[Chapter 24:03];

(d) an entity established under an agreement for a partnership or joint
venture between the State and any other person, that is declared in
terms of subsection (2) to be a public entity, means the agreement
establishing that entity;

(e) an entity declared in terms of subsection (2) to be a public entity
other than an one described in the foregoing paragraphs, means the
operative, constitutive or foundational document of that entity;

“executive member”, in relation to the board of a public entity, refers either to
a member of the board who is employed by the entity in a managerial or
technical capacity;

“fixed date” means the date fixed in terms of section 1(2) as the date of
commencement of this Act;

“Good Corporate Governance Code” means the National Code on Corporate
Governance set forth in the First Schedule;

“head of the line Ministry” means the Secretary of the line Ministry;
“head of the Unit ” means the head of the Unit referred to in section 5(2);

“independent member”, in relation to the board of a public entity, means a
board member who does not have a pecuniary or material relationship
with the entity or an associated person of the entity;

5



Public EntitiEs CorporatE GovErnancE

“line Minister”, in relation to—

(@ a constitutional Commission, means the Minister or Vice-
President responsible for the administration of the Act setting out
the Commission’s functions and additionally, or alternatively, its
procedures;

(b) a statutory body, means the Minister or Vice-President responsible
for the administration of the Act governing the establishment of the
body;

§  apublic entity other than a constitutional Commission or a statutory

body—

(i) means the Minister or Vice-President who on behalf of the
State holds the shares in or otherwise exercises control over
the entity; or

(if) where a public officer other than a Minister or Vice-President
holds on behalf of the State the shares in or otherwise exercises
control over the entity, means the Minister or Vice-President
responsible for the administration of the enabling instrument
under which the public officer exercises his or her functions;

“Minister” means the Minister or Vice-President to whom the President may,
from time to time, assign the administration of this Act;

“near relative”, in relation to a member of a board of a public entity or senior
staff member of a public entity, means the member’s spouse, child, parent,
brother or sister;

“non-executive member”, in relation to the board of a public entity, means a
member of the board who does not hold a salaried office in  the entity,
whether or not he or she is an independent member;

“performance contract” means a performance contract entered into in terms
of Part V with a board member of a public entity or with a senior staff
member of such an entity;

“public commercial entity”” means a company or other commercial entity which
is owned or controlled by the State or by a person on behalf of the State;

“public entity” means an entity whose operations or activities are substantially
controlled by the State or by a person on behalf of the State, whether
through ownership of a majority of shares in the entity or otherwise, and
includes—

(a) a statutory body; and

(b) a public commercial entity; and

(c) an entity established under an agreement for a partnership or joint
venture between the State and any other person, that is declared in
terms of subsection (2) to be a public entity; and

(d) any subsidiary of an entity referred to in paragraph (a), (b) or (c);

“regulatory entity” means a public entity established to regulate or supervise
a particular area of activity in the public interest;

“Secretary” means the Secretary of the Ministry, or head of the Department or
Office, as the case may be, for which the Minister is responsible;

“senior staff member”, in relation to a public entity, means the entity’s chief
executive officer and such other members of its staff as may be prescribed
or as may be specified by the Unit by written notice to the entity concerned;

“statutory body” means—

(a) aconstitutional Commission; or
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(b) a—
@) body corporate established directly by or under an Act for
special purposes specified in that Act; or

() board,committee orsimilarentitywhichisestablished directly
by an Act for special purposes specified in thatAct;

whose members consist wholly or mainly of persons appointed
by the President, a Vice-President, a Minister, a Deputy Minister,
another statutory body or by a constitutional Commission;

“strategic plan” means a strategic plan of a public entity drawn up in terms of
section 22;

“Unit” means the Corporate Governance Unit referred to in section 5(1).

(2) The Minister may, at the request of or in consultation with the line Minister
concerned, by notice in the Gazette, specify any entity established under an agreement
for a partnership or joint venture between the State and any other person to be a public
entity for the purpose of this Act.

(3) Where a senior staff member of a public entity is not appointed by the board
of the entity, any reference in this Act to the board in regard to the staff member’s
appointment, discharge or conditions of service shall be construed as a reference to
the person or body that appoints the staff member.

(4) Where this Act requires any document to be kept available for inspection

at—

@ the office of a line Ministry, a public entity or any other entity, the
document shall be kept at the entity’s head office and any provincial office
and at any of the entity’s other offices where members of the public might
reasonably expect to find the document;

() the office of the Unit, the document may be kept at that office or at any
other office or place notified by the Minister by notice in the Gazette;

and the document shall also be kept available in electronic form for inspection by
members of the public on the website of the entity or the Unit or on such other website
as may be prescribed.

(5) Where a person, other than an employee, acts in accordance with the direc-
tions, requests, suggestions or wishes of another person, whether or not the persons are
in a business relationship and whether or not those directions, requests, suggestions or
wishes are communicated to the first-mentioned person, both persons shall be treated
as associates of each other for the purposes of this Act.

(6) Without limiting the generality of subsection (5), the following shall be
treated as a person’s associate—

(a) a near relative of the person, unless neither person acts in accordance
with the directions, requests, suggestions or wishes of the other;

(b) apartner of the person, unless neither person acts in accordance with the
directions, requests, suggestions or wishes of the other;

(c) a partnership in which the person is a partner, if the person, either alone
or together with one or more associates, controls fifty per centum or more
of the rights to the partnership’s income or capital;

(d) thetrustee of atrust under which the person, or an associate of the person,
benefits or may benefit;

(e) a company which is controlled by the person, either alone or together
with one or more associates;
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(f)  where the person is a partnership, a partner in the partnership who, either
alone or together with one or more associates, controls fifty per centum
or more of the rights to the partnership’s income or capital;

(g) where the person is the trustee of a trust, any other person who benefits
or may benefit under the trust;

(h) where the person is a company—

(i) aperson who, either alone or together with one or more associates,
controls the company; or

(if) another company which is controlled by a person referred to in sub-
paragraph (i), either alone or together with one ormore associates.

(7) For the purposes of subsection (6), a person shall be deemed to control
a company if the person, either alone or together with one or more associates or
nominees—

(a) controls the majority of the voting rights attaching to all classes of shares
in the company, whether directly or through one or more interposed
companies, partnerships or trusts; or

(b) hasany direct or indirect influence that, if exercised, results in him or her
or his or her associates or nominees factually controlling the company.

3 Application of Act

(@) Subject to subsection (2), this Act shall apply to  public entities
notwithstanding anything to the contrary in their enabling instruments.

(@) This Act shall not apply to Ministries and departments of the government.

4 Act not to affect composition or independence of constitutional
Commissions

This Act shall not be construed so as to—

(@ affect the composition of any constitutional Commission or the
appointment of members to or the dismissal of members from such a
Commission; or

(b) compromise the independence conferred by the Constitution on any
constitutional Commission or other body.

PART II

Corporate GovernanCe Unit

5 Corporate Governance Unit

(1) The Corporate Governance Unit that was established in accordance with
the law relating to the Civil Service as a department within the Office of the President
and Cabinet shall continue in existence subject to this Act.

(@) The Unit shall be headed by a person of the grade of Permanent Secretary
and shall consist of such other members of staff as may be necessary for the performance
of its functions, whose offices shall be public offices and form part of the Civil Service.

6 Functions of Unit

(@) The functions of the Unit shall be—

@ to provide an advisory and centralised support mechanism for line
Ministries to ensure strict compliance by all public entities with the
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(b to advise line Ministries with regard to the regular evaluation of the
performance of public entities and their boards and employees; and

(© to advise line Ministries with regard to the drawing up of performance
contracts.

(i) betweenthe line Ministries and the boards of all public entities under
their purview; and
(ii) betweenboards of all public entities and their chief executive officers
and other senior members of management;

and

(d) to oversee the discharge by line Ministries of their responsibility to monitor
compliance by boards and senior management with the performance
contracts referred to in paragraph (c); and

(e) toestablishand maintain up to date acomprehensive directory or database
accessible to all line Ministers and boards that will enable them to identify
suitably qualified candidates for appointment to boards of public entities;

() to advise on the provision by line Ministries of programmes for the
professional development of board members and senior management of all
publicentities under their purview, including board induction programmes
and corporate governance training for board members, chief executive
officers and other senior members of management.

(@ In the exercise of its functions, the Unit may differentiate between public
entities according to whether they are—

(a) regulatory entities; or

(b) commercial entities; or

(c) non-commercial entities; or
or on any other basis determined by the Unit.

7 Functions of head of Unit

(1) Subject to this Act and any directions given to him or her by the Minister
through the Secretary, the head of the Unit shall be responsible for directing, managing
and controlling the activities of the Unit and its staff, and ensuring that the Unit carries
out, efficiently and effectively, its functions under this Act.

(2) With the approval of the Secretary, the head of the Unit may delegate to
any member of the Unit’s staff any function conferred or imposed on him or her by
this Act.

8 Head of the Unit may engage consultants

With the approval of the Secretary, the head of the Unit may engage or retain the
services of such professionals, consultants and experts as may be necessary for the
proper and effective exercise of the Unit’s functions.

9 Minister may give Unit policy directions

The Minister may, through the Office of the Chief Secretary to the President and
Cabinet, give the head of the Unit such general directions relating to the policy the Unit
is to observe in the exercise of its functions under this Act as the Minister considers to
be necessary in the national interest.

10
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10 Annual reports of Unit

(1) The head of the Unit shall, not later than the 1st October in each year,
submit to the Minister, through the Office of the Chief Secretary to the President and
Cabinet, a report on the Unit’s activities during the previous calendar year, and the
report may, after is submitted to the Minister and with the leave of the Minister, also
be kept available in electronic form for inspection by members of the public on the
website of the Unit.

(2) If in the course of a year the Unit has become aware of a contravention of
this Act (and in particular of any principle of good corporate governance embodied
in the First and Second Schedules), or of a governance or performance contract, and
the contravention has not been rectified by the date of completion and delivery of the
Unit’s annual report, the head of the Unit shall note the contravention in the report
(conversely, if the contravention is rectified before such date the report must note the
rectification accordingly).

(3) The Minister shall lay a copy of every report submitted to him or her in
terms of subsection (1) before the National Assembly on one of the thirty days on which
the Assembly next sits after he or she receivedit.

PART 11

Appointment, T enureand Conditions of ServiCe of Boards of Public Entities

11 Appointment of boards of public entities

(1) Whenever a line Minister appoints a member of the board of a public entity,
that Minister shall comply with this section as well as the requirements of the entity’s
enabling instrument:

Provided that this section shall prevail over the enabling instrument to the
extent of any inconsistency.

(2) No person shall be appointed as a member of the board of a public entity
for a term longer than four years, and the appointment may be renewed for only one
further such term.

(3) No person shall be re-appointed to a board if he or she has already served
on that board for one or more periods, whether consecutive or not, amounting in the
aggregate to eight years.

(4) Aperson shall not be appointed to the board of a public entity if he or she
is a member of two other such boards:

Provided that for the purposes of this subsection, a person who isa member
of the boards of—
(&) apublic entity that owns or controls another such entity; and

(b) the public entity that is owned or controlled by the entity referred to in
paragraph (a);
shall be regarded as being a member of only one board.
(5) Subject to the Constitution and to any enactment governing the conditions

of service of persons in the full-time employment of the State, such persons may be
appointed to the board of a public entity:

Provided that—
(i)  such persons shall not form a majority of the members appointed toany
such board;
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(if) no permanent secretary of a line or other Ministry shall be appointed to
or hold office as a member of any such board.

(6) Members of boards of public entities shall be appointed for their knowledge
of or experience in administration, management or any other field which is relevant to
the operation and management of the public entities concerned.

(7) A line Minister shall ensure that, so far aspracticable—

(@ there are equal numbers of men and women on the board of every public
entity for which he or she is responsible; and

(b) allZimbabwe’sregionsare fairly represented by the members of the board
of every public entity for which he or she is the line Minister; and

() the members of the board of every public entity of which he or she is
the line Minister have an appropriate diversity of skills, experience or
qualifications for managing the entity, including skills, experience or
qualifications in the fields of law, accountancy and one or more of the
engineering disciplines;

but all appointments to such boards shall be made primarily on the basis of merit.

8 Where an appropriate directory or database referred to in section 45
(“Regulations”) (2)(c) has been established, a line Minister in the process of appointing
persons to the board of a public entity must, in addition to canvassing candidates outside
such directory or database, have due regard to the selection of candidates listed on such
directory or database.

© Inappointing or terminating the appointment of any member of the board
of a public entity, the line Minister concerned must notify the President of his or her
intention to make such appointment or effect such termination, and must not act on
such intention without the prior endorsement of the President.

(10) Where the enabling instrument of a public entity requires the line Minister
to appoint to the entity’s board a person who is nominated by some other person or
authority, the line Minister shall appoint that person notwithstanding anything to the
contrary in subsection (6), (7), (8) or (9).

(11) If the number of members of the board of a public entity falls belowthe
number fixed by any law as a quorum of the board—

@ thechiefexecutive officer of the public entity concerned shall immediately
notify the line Minister, in writing, of that fact; and

() the line Minister shall take steps to fill the vacancies on the board within
ninety days from the date on which the board’s membership fell below a
quorum, and if within that period he or she is unable to appoint sufficient
members to reach a quorum of the board, he or she shall cause the Unit
to be notified immediately of that fact.

(12) Where a line Minister appoints a person to the board of a public entity,
he or she shall cause written notice of the appointment to be sent to the Unit without
delay, specifying—

(@ the name, address and such other personal particulars of the appointee as

the Unit may require; and

(b) the appointee’s qualifications; and

(c) the criteria on which the appointee was chosen for appointment; and

(d) whether the appointee is a member of the board of another public entity
and, if so, which board; and

(e) whether the appointee has complied with section 37, requiring certain
disclosures for the purpose of avoiding conflicts of interest.

12
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(13) The head of the Unit shall ensure that as soon as practicable after a person
has been appointed to the board of a public entity, a notice is published in the Gazette
specifying the person’s name, the board to which he or she has been appointed and the
duration of the appointment.

(14) Every line Minister shall cause one or more lists to be kept atthe offices
of his or her Ministry, showing—

(a) the public entities of which he or she is the line Minister; and

(b) the particulars referred to in subsection (12) in respect of each member
of the boards of the public entities referred to in paragraph (a) of this
subsection;

and shall ensure that the list or lists are kept up to date and available for inspection by
members of the public at all reasonable times during the Ministry’s normal office hours.

12 Remuneration of non-executive members of public entities

(1) For the purpose of ensuring that, so far as is practicable, the remuneration
fixed for non-executive members of public entities are—

(a) fairand appropriate, due regard being had to the members’ qualifications
and experience and the functions they are expected to perform; and
(b) reasonably consistent as between different public entities;
the Minister, may formulate standard sitting allowances, provisions for out-of-pocket
expenses and other payments or benefits compatible with service as a non-executive

board member, which standards shall be applicable to board members of all public
entities or any particular class of such entities:

(2) In formulating standards of remuneration for non-executive members
of public entities in terms of subsection (1), the Minister shall consult the Minister
responsible for finance and the line Ministers concerned and shall pay due regard to—
(@ thecapacity of the public entities concerned to comply with the standards;
and
(b) standardsofremunerationapplicabletonon-executive membersofboards
of well-managed companies and other entities of similar size that perform
similar functions in the private sector; and
(©) the need to ensure that the public entities concerned carry out their
operations economically without sacrificing their efficiency and
effectiveness.

(3) The Minister shall not formulate standards of remuneration for non-executive
members of public entities that are inconsistent with this Act or the enabling instruments
of the public entities concerned.

(4) The Minister may from time to time amend or replace standards of remu-
neration for non-executive members of public entities, and subsections (1) to (3) shall
apply, with any necessary changes, to any such amendment or replacement.

(5) As soon as possible after formulating, amending or replacing any standards
of remuneration non-executive members of public entities in terms of this section, the
Minister shall—

(@  submitthe standards or amendment or replacement thereof for the approval
of the Cabinet; and

(b) after obtaining Cabinet’s approval, keep a copy of the standards and of
any amendment or replacement—

(i) atthe Minister’s offices, where it may be inspected by members of
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the public, free of charge, at all reasonable times during the Minis-
ter’s business hours; and

(ii) available in electronic form for inspection by members of the public
on the website of the Ministry and the Unit.

(6) When fixing the remuneration of a non-executive member, a line Minister or
public entity shall observe any standards of remuneration applicable to non-executive
members of public entities formulated in terms of this section and may depart from
them only with the President’s written approval, given after the President has afforded
the Minister and the Minister responsible for finance a reasonable opportunity to make
any representations on the proposed departure.

(7) The head of the line Ministry shall without delay if approval is given to his
or her line Minister by the President in accordance with subsection (6) to depart from
applicable standards of remuneration for non-executive members of public entities
formulated in terms of this section—

@ inform the head of the Unit of that fact and of the particulars of the
departure; and

(b) publish notice of the departure, and the particulars of it, in the Gazette
and on the website of the Ministry, within thirty days of the departure
being approved.

(8) Any standard of remuneration for a non-executive member of a public
entity that is fixed in contravention of subsection (5) shall be void and, if the member
concerned has received any remuneration or benefit as a result of that contravention,
he or she must reimburse the entity concerned or return to it any property constituting
the benefit.

(9) Unless prompt voluntary reimbursement is made of any remuneration or
benefit resulting from a contravention of subsection (6), the non-executive member of
the public entity concerned shall be subjected to a surcharge levied in accordance with
the Third Schedule for the reimbursable amount.

13 Conditions of service of executive members of public entities
(1) For the purpose of ensuring that, so far as is practicable, conditions of
service fixed for executive members of public entities are—

(a) fairand appropriate, due regard being had to the members’ qualifications
and experience and the functions they are expected to perform; and

(b) reasonably consistent as between different public entities;

35 the Minister, may formulate model service conditions applicable to executive members

40

45

of all public entities or any particular class of such entities:

(2) In formulating model service conditions in terms of subsection (1), the
Minister shall consult the Minister responsible for finance and the line Ministers
concerned and shall pay due regard to—

(a) the capacity of the public entities concerned to comply with the conditions;

and

(b) conditions applicable to members of boards of well-managed companies

and other entities of similar size that perform similar functions in the
private sector; and

(c) the need to ensure that the public entities concerned carry out their

operations economically without sacrificing their efficiency and
effectiveness.

13
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(3) The Minister shall not formulate model service conditions that are
inconsistent with this Act or the enabling instruments of the public entities concerned.

(4) The Minister may from time to time amend or replace model service
conditions, and subsections (2) to (3) shall apply, with any necessary changes, to any
such amendment or replacement. 5

(5) As soon as possible after formulating, amending or replacing any model
service conditions in terms of this section, the Minister shall—

(a) submitthe standards or amendment or replacement thereof for the approval
of the Cabinet; and

(b) after being notified of the Cabinet’s approval— 10

() transmit a copy of the standards and of any amendment or replace-
ment at the Unit’s offices, where it may be inspected by members of
the public, free of charge, at all reasonable times during the Unit’s
business hours; and

(i) keepacopy of the standards and of any amendment or replacement 15
available in electronic form for inspection by members of the public
on the website of the Unit.

(6) When fixing the service conditions of an executive member, a line Minister
or public entity shall observe any applicable model service conditions formulated in
terms of this section and may depart from them only with the President’s written ap- 20
proval, given after the President has afforded the Minister and the Minister responsible
for finance a reasonable opportunity to make any representations on the proposed
departure.

(7) The head of the line Ministry shall without delay if approval is given to
his or her line Minister by the President in accordance with subsection (6) to depart 25
from applicable model service conditions formulated in terms of this section, inform
the head of the Unit of that fact and of the particulars of the departure.

(8) Any service condition fixed in contravention of subsection (5) shall be
void, and, if the member concerned has enjoyed any service condition resulting from
that contravention, he or she must reimburse the entity concerned or returnto itany 30
property constituting the service condition.

(9) Unless prompt voluntary reimbursement is made of any money or money’s
worth of a condition of service enjoyed in contravention of subsection (5), the executive
member of the public entity concerned shall be subjected to a surcharge levied in
accordance with the Third Schedule for the reimbursable amount. 35

14 Restriction on remuneration of board members of public entities

(1) The Minister, with the approval of the Minister responsible for finance,
and after consultation with the line Minister concerned, may by notice published in the
Gazette specify the amount that may be received, by way of remuneration, allowances
and other benefits, by members of the board of any public entity: 40

Provided that if the line Minister does not respond within thirty days from his
or her receipt of a written request by the Minister seeking consultation with respect to
the Minister’s proposed amounts that may be received by board members by way of
remuneration, allowances and other benefits, the consultation shall be deemed to have
been undertaken and the Minister may proceed to publish the relevant notice inthe 45
Gazette.

14
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(2) An amount may be specified for the purposes of subsection (1)—

(&) asaspecific amount or value; or

(b) asamaximum amount or value; or

(c) by reference to any other criteria that the Minister considers appropriate.

5 (3) Notwithstanding any other law, where a notice has been published in terms
of subsection (1) fixing an amount to be received by members of any board, no such
members shall be paid or given any remuneration, allowance or benefit in excess of
the amount specified in the notice:

Provided that a person who, immediately before the notice was published, was
10 being paid or given a higher amount shall be entitled to be paid or given that higher
amount for three months after the publication of the notice.

(4) This section does not derogate from the obligation of an accounting officer
or other member of the Civil Service employed in the line Ministry to comply with
section 51A (“Separation of roles of appropriate Ministries and public entities”)(3) of

15 the Public Finance Management Act [Chapter 22:19], that is, to seek clearance from
Treasury before approving the remuneration or allowances of any member or employee
of a public entity.

(5) Unless prompt voluntary reimbursement is made of any remuneration,

allowance or benefit resulting from a contravention of subsection (3), the member of

20 the board of the public entity concerned shall be subjected to a surcharge levied in
accordance with the Third Schedule for the reimbursable amount.

15 Resignation of board members of public entities

(1) Where a board member of a public entity resigns, the head of the line

Ministry shall endeavour to ascertain from the member the reasons for his or her

25  resignation, and any findings made by the head of the line Ministry in that regard shall
be communicated without delay to the Unit.

(2) Where two or more board members of a public entity resign, whether
simultaneously or within a period of one month, the line Minister may conduct an
investigation in order to ascertain the reasons for their resignations, and any findings

30  made by the line Minister shall be communicated without delay to the Office of the
President and Cabinet.

(3) An investigation in terms of subsection (2) may be conducted as a special
investigation interms of section 41 (“‘Special investigations”) or in such other manner as
may be prescribed or as the President, through the Office of the President and Cabinet,

35 may determine.

(4) A person whose resignation is the subject of inquiry in terms of subsection
(1) or investigation in terms of subsection (2) shall answer truthfully to the best of his
or her ability all questions that are put to him or her as to the reasons for his or her

resignation:

40 Provided that this subsection shall not be construed as compelling a person
to answer any question whose answer may subject him or her to any civil or criminal
penalty.

(5) In any case where a head of a line Ministry or a line Minister declines to
exercise his or her powers under subsection (1) or (2), the Minister responsible for
45 this Act may, with the leave of the President, do so, after the President has afforded
the line Minister a reasonable opportunity to exercise such powers or to make such
representations on the matter as the line Minister thinks fit or relevant.

15
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16 Dismissal of board members of public entities

(1) Notwithstanding any provision to the contrary in the enabling instrument of
the entity concerned, no board member of a public entity shall be dismissed or required
to vacate his or her office unless—

(@) he or she has been guilty of conduct inconsistent with his or her
membership of the entity; or

(b) he or she has become disqualified for appointment to the board; or

(© where he orshe wasappointed to the board by virtue of having a particular
qualification, he or she has ceased to have that qualification; or
(@ he or she has failed to comply with his or her conditions of service or
with the provisions of his or her performance contract; or
() he or she, whether individually or together with other members of
the board, has failed to draw up a strategic plan or to comply with its
provisions or to attain any material objective set out in it; or
(f he or she has been absent, without just cause and without leave of the
board or its chairperson, from three or more consecutive meetings of the
board,;
nor, in any such case, unless the line Minister has been given at least seven days’ written
notice of the intended dismissal or removal from office.

(2) The head of the line Ministry shall promptly inform the head of the Unit
of the dismissal or removal from office of a board member of a public entity.

(3) If the head of the Unit considers that the dismissal or removal from office
of a board member of a public entity, of which he or she has been informed in terms
of subsection (2) or of which he or she has become aware in the absence of such
information, will be unlawful or unjustified, he or she shall without delay inform the
Minister who may, if he or she agrees with the head of the Unit, request the line Minister
to reconsider the matter.

(4) If the Minister and the line Minister are unable to resolve the question of
whether or not a board member should be dismissed or required to vacate his or her
office, the Minister shall seek the leave of the President to refer the matter to the Cabinet
for a decision.

(5) This section shall not—

(a) be construed as denying a board member any remedy to which he or she
may be entitled in regard to unfair or unlawful dismissal or removal from
office;

(b) applytothe removal from office of aboard member representing minority
interests.

PART IV

Appointment and Conditions of ServiCe of Senior Staff of Public Entities

17 Appointment of chief executive officers of public entities
(1) Notwithstanding any other enactment, no person shall be appointed as chief
executive officer of a public entity—

(a) for aterm longer than five years, which term may be renewed for only
one further such term;

(b) if he or she has already served as chief executive officer of the entity
for one or more periods, whether consecutive or not, amounting in the
aggregate to ten years;
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(c) unless the appointment is reviewable annually by the entity’s board and
terminable if, after such a review, the board finds that the appointee’s
performance has not met the standards laid down in the appointee’s
performance contract or in any other instrument regulating his or her
employment:

Provided that no chief executive officer shall, even if his or her performance
has met such standards, be re-appointed after the tenth annual review.

(2) Notwithstanding any other enactment, the chief executive officer of every
publicentity shall be appointed by the board of the entity inaccordance with this section.

(3) Before appointing a chief executive officer, the board of a public entity

shall—

(@ publish, in a newspaper circulating in the area in which the public entity
concerned conducts its activities, at least two advertisements calling for
applications to fill the post of chief executive officer (in this paragraph
“newspaper” means a national newspaper or a newspaper circulating in
the area where the public entity has its principal place of business); and

(b) interview the applicants, or such of them as appear to possess the
qualifications for the post; and

(c) select from among the interviewed applicants the person who appears to
the board to be most suitable for appointment as chief executive officer,
ensuring that the selection is made primarily on merit while ensuring
that, so far as practicable, men and women and all Zimbabwe’s regions
are fairly represented in the entity’s management.

(4) The board of every public entity shall ensure that the post of chief executive
officer of the entity is never left vacant for more than six months and that, in the event
of a vacancy of more than one month—

(a) the entity’s deputy chief executive officer, if there is one, is appointed to

act as chief executive officer; or

(b) ifthere is no deputy chief executive officer, a member of the entity’s staff

or a board member is appointed to act as chief executive officer;

pending the appointment of a substantive chief executive officer.

(5) As soon as possible after being appointed or re-appointed a chief executive
officer must comply with section 37, requiring certain disclosures for the purpose of
avoiding conflicts of interest.

18 Appointment of senior staff of public entities

(1) When appointing senior staff members, other than a chief executive officer,
the board of every public entity shall ensure that, so far as practicable, men and women
and all Zimbabwe’s regions are fairly represented in the entity’s management, but all
such appointments shall be made primarily on the basis of merit.

(2) Where the board of a public entity appoints a senior staff member, it shall
cause written notice of the appointment to be sent to the line Minister without delay,
specifying—

(@ the name, address and such other personal particulars of the appointee as

the Unit may require in terms of subsection (4); and

(b) the appointee’s qualifications; and

(c) the criteria on which the appointee was chosen for appointment; and

(d) whether the appointee has complied with section 37, requiring certain
disclosures for the purpose of avoiding conflicts of interest.

17
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and without delay shall send the line Minister a copy of the appointee’s contract of
employment with the entity.

(3) The head of the line Ministry shall promptly despatch to the Unit the
particulars furnished by the board to the line Minister under subsection (2),including
a copy of the appointee’s contract of employment with the entity. 5

(4) The Office of the President and Cabinet may circulate to heads of line
Ministries, the additional personal particulars required for the purposes of subsection

(2)(@).

(5) Subject to subsection (6), this section does not derogate from any statutory
power conferred on a line Minister to give policy directions to a board of apublicentity. 10

(6) If any action taken by a line Minister pursuant to a power referred to in
subsection (5) has the effect of overriding a board’s judgment as to the fitness of any
person to be employed by the entity for which it is responsible, and the head of the Unit
considers that such action is contrary to any principle of good corporate governance
embodied in the First and Second Schedules, the head of the Unit shall expresshis or 15
her opinion to that effect in writing to the Minister responsible for this Act, who shall,
if he or she thinks that the opinion has merit, seek the leave of the President to refer
the matter to the Cabinet.

19 Conditions of service of senior staff of public entities

(1) The conditions of service of chief executive officers and other senior staff 20
members of public entities shall—

(a) be fixed by the boards of the entities concerned at properly constituted
meetings; and
(b) be consistent with the staff members’ performance contracts; and

(c) specify clearly any terminal benefits to which the staff members are 25
entitled; and

(d) be recorded fully in the minutes of the meetings at which the conditions
are fixed.

(2) Forthe purpose of ensuring that, so far asis practicable, conditions of service
fixed for chief executive officers and other senior staff members of public entitiesare— 30

(a) fair and appropriate, due regard being had to their qualifications and
experience and the functions they are expected to perform; and

(b) reasonably consistent as between different public entities;
the Minister, may formulate model service conditions applicable to chief executive

officers and senior staff members of all public entities or any particular class of such 35
entities.

(3) In formulating model service conditions in terms of subsection (2), the
Minister shall, through the line Ministers concerned, consult the heads of line Ministries
concerned and shall pay due regard to—

(@ thecapacity of the public entities concerned to comply with the conditions; 40

and

(b) conditions applicable to senior employees of well-managed companies
and other entities of similar size that perform similar functions in the
private sector; and

(©) the need to ensure that the public entities concerned carry out their 45
operations economically without sacrificing their efficiency and
effectiveness.
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(4) The Minister shall not formulate model service conditions that are
inconsistent with this Act or the enabling instruments of the public entities concerned.

(5) The Minister may from time to time amend or replace model service
conditions, and subsections (1) to (4) shall apply, with any necessary changes, to any
such amendment or replacement.

(6) As soon as possible after formulating, amending or replacing any model
service conditions in terms of this section, the Minister shall, after obtaining Cabinet’s
approval, keep a copy of the model service conditions and of any amendment or
replacement—

@) at the Minister’s offices, where it may be inspected by members of
the public, free of charge, at all reasonable times during the Minister’s
business hours; and

(a) available in electronic form for inspection by members of the public on
the website of the Ministry and the Unit.

(7) When fixing the service conditions of a chief executive officer or senior
staff member of a public entity, a board shall not, without the line Minister’s written
approval given in accordance with subsection (9), depart from any applicable model
service conditions formulated in terms of this section.

(8) If the line Minister considers that it is appropriate, on the basis of

20 representations made to him or her by the board, to depart from any applicable model
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service conditions formulated in terms of this section, the line Minister shall inform the
President of his or her intention to do so, and shall not give the board approval to depart
therefrom without the President’s written leave to do so, given after the President has
afforded the Minister and the Minister responsible for finance a reasonable opportunity
to make any representations on the proposed departure.

(9) The head of the line Ministry shall without delay if approval is given by his
or her line Minister in accordance with subsection (8) to depart from applicable model
service conditions formulated in terms of this section, inform the head of the Unit of
that fact and of the particulars of the departure.

(10) Any service condition fixed in contravention of this section shall be void.

(11) Unless prompt voluntary reimbursement is made of any money or
money’s worth of a condition of service enjoyed in contravention of this section, the
non-executive member of the public entity concerned shall be subjected to a surcharge
levied in accordance with the Third Schedule for the reimbursable amount.

20 Restriction on remuneration of senior staff of public entities

(1) The Minister, with the approval of the Minister responsible for finance,
and after consultation with the line Minister concerned, may by notice published in the
Gazette, specify the maximum amounts that may be received, by way of remuneration,
allowances and other benefits, by the chief executive officer and other senior staff
members of any public entity:

Provided that if the line Minister does not respond within thirty days from his
or her receipt of a written request by the Minister seeking consultation with respect to
the Minister’s proposed amounts that may be received by board members by way of
remuneration, allowances and other benefits, the consultation shall be deemed to have
been undertaken and the Minister may proceed to publish the relevant notice in the
Gazette.

@ In specifying the maximum amounts that may be received, by way of
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remuneration, allowances and other benefits, by the chief executive officer and other
senior staff members of any public entity, the Minister shall be guided by the principle
that the proportion of such remuneration, allowances and benefits that may be received
by all employees of the public entity concerned (including the chief executive officer
and other senior staff members) must not in general exceed thirty per centum of that
entity’s revenues or operational budget in the past financial year.

(In this subsection “operational budget” means the detailed projection of all
estimated income and expenses based on forecasted revenue during a given period
(usually one year), and has particular reference to an entity which is funded to a
significant degree by State subventions or other monies not deriving from any revenues
generated by it).

@ Notwithstanding any other law, where a notice has been published in terms
of subsection (1), no person to whom the notice applies shall be paid or given any
remuneration, allowance or benefit in excess of the amount specified in the notice:

Provided that a person who, immediately before the notice was published, was
being paid or given a higher amount shall be entitled to be paid or given that higher
amount for three months after the publication of the notice.

(4) Unless prompt voluntary reimbursement is made of any remuneration,
allowance or benefit resulting from a contravention of subsection (3), the recipient
concerned shall be subjected to asurcharge levied in accordance with the Third Schedule
for the reimbursable amount.

21 Restriction on terminal benefits payable to executive members and

senior staff members of public entities

(1) Subject to this section, no public entity shall pay any amount by way of a
gratuity or other terminal benefit to a former executive member or senior staff member
in respect of his or her service on the entity’s board or the entity, unless the proposed
amount has been notified to the line Minister and the Minister responsible for finance
and approved or ratified by shareholders or stakeholders at the annual meeting of the
public entity concerned that is convened in terms of section 33(3):

Provided that, where the amount is paid in accordance with a scheme or
arrangement that has been approved by the line Minister and the Minister responsible
for finance, such approval need not be obtained for the payment of that particular
amount.

(2) Unless prompt voluntary reimbursement is made of any amount resulting
from a contravention of subsection (1), the recipient concerned shall be subjected to a
surcharge levied in accordance with the Third Schedule for the reimbursable amount.

PART V

StrategiC Pi1ans and Performance ContraCts

22 Strategic plans of public entities

(1) The board of every public entity shall, in accordance with this section, draw
up a strategic plan for every public entity for which it is responsible, to—

(@ set the entity’s objectives and priorities for a period of between twoand
six years, as the board may decide; and

(b) determine the manner in which the entity is to achieve those objectives
and priorities; and
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(¢) strengthen the entity’s management systems with a view to achieving
those objectives and priorities.

(2) Astrategic planshall deal with such of the following matters as are relevant
to the entity—

(a) the core functions of the entity, and the relative importance of those
functions;

(b) key performance indicators by which the entity’s performance will be
evaluated,

(c) the structure of the entity’s business and financial plan;
(d) measures needed to protect the entity’s financial soundness;

(e) the principles to be followed at the end of each financial year in respect
of any surplus in the entity’s revenues;

(f)  where the entity provides any service or conducts any commercial or
semi-commercial business, the standards of service to be provided and
the relationship between the entity and other business entities;

(g) the relationship between the State and the entity;

(h) the exercise of the functions of the line Minister and the board under the
entity’s enabling instrument;

(i) any other matter relating to the performance of the entity’s functions.

(3) The board of every public entity shall draw up a strategic plan and shall
consult the line Minister, the Minister and Minister responsible for finance on all material
provisions of the plan and pay due regard to any representations and recommendations
the line Minister, the Minister and the Minister responsible for finance may make in
regard to the plan.

(4) After approving a strategic plan, the board of the public entity concerned
shall—
(&) without delay send a copy of the plan to—

(i) theline Minister, who shall lay a copy of the plan before the National
Assembly on one of the ten days on which the Assembly sits after
the line Minister approves it; and

(i) the Unit; and
(iii) the Minister responsible for finance;
and

(b) cause a copy of the plan to be kept—

(i) at the entity’s office, where it may be inspected by members of
the public free of charge at all reasonable times during the entity’s
business hours; and

(ii) available in electronic form for inspection by members of the public
on the website of the Unit and of the entity.

23 Performance contracts with senior staff of public entities

(1) Upon the appointment of a person as chief executive officer or senior staff
member of a public entity, the board of the entity shall require him or her to enter into
a written performance contract with the board, in accordance with this section.

(2) A performance contractshall—

@ if applicable, contain provisions relating to any matter affecting the
efficient performance of the person’s duties respecting the public entity
concerned; and
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(b) contain provisions—
(i) specifying key performance indicators by which the person’s

performance will be measured; and

(@) prescribing the penalties, including dismissal, suspension and
forfeiture of remuneration or other benefits, to be incurred if the
person fails to perform his or her duties efficiently in accordance
with the contract; and

(i) requiring the person’s performance to be evaluated by the board of
the entity concerned—

A. atleast once every six months, in the case of a chief executive
officer;

B. atsuchintervalsas may be prescribed, in the case of any other
senior staff member.

(3) Notwithstanding any other enactment, a person shall not assume office as
chief executive officer or senior staff member of a public entity unless he or she has
entered into a performance contract in terms of this section.

(4) The board of a public entity must without delay transmit—

(a) to the head of the line Ministry a copy of the performance contract with
the chief executive officer and a copy of every performance contract with
a senior staff member;

(b) to the Unit a copy of the performance contract with the chief executive
officer.

(5) Nothing in this section shall be construed as preventing the board of a public
entity from entering into performance contracts with employees who are not  senior
staff members.

24 Review and monitoring of compliance with strategic plans and

performance contracts

(1) In this section “review”, in relation to—

(@ astrategic plan, means an evaluation of the degree of compliance and
progress (if any) achieved towards attaining the objectives of its strategic
plan during the previous year;

(b) a performance contract, means an annual appraisal of the performance
of an individual senior staff member who is a party to such contract, as
measured against specified key performance indicators and any  other
benchmarks approved by the Unit.

(2) The board of every public entity shall annually review its current strategic
plan and every current performance contract with senior staff members of such entity,
and report the results of its review to the line Minister and the Minister.

(3) Within ninety days of the end of the entity’s financial year, the board of every
public entity shall, together with the annual report it is required to submit to Parliament
through its line Minister (or if the enabling instrument of the entity in question contains
no such requirement, such entity shall by virtue of this section, together with an annual
report)—

(&) submitto its line Minister a copy of its current strategic plan;and

(b) copies of current performance contracts with senior staff members of

such entity; and

(c) the results of its reviews conducted in conformity to subsection (2).
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(4) The Unit shall monitor the compliance of every board of a public entity
with this section, to which end —

(@ every board of a public entity shall, within ninety days after the 31st
December in each year, submit to the Unit the annual report and other
documents referred to in subsection (3); and

(b) the Unit shall evaluate the annual report and other documents referred
to in subsection (3) within a period of thirty days after receiving them,
and shall, after the evaluation, make known in writing to the Minister its
comments or concerns (if any) with respect to the report and documents,
whereupon the Minister shall transmit in writing to the line Minister
concerned so much of these comments or concerns as appear to the
Minister to be relevant or valid.

(5) The line Minister shall lay before National Assembly the annual report
submitted to him or her in terms of subsection (3), together with copies of the current
strategic plan, not earlier than ninety days after the 31st December in each year and
no later than one hundred and fifty days after that date, and shall submit in or together
with such documents the comments or concerns (if any) transmitted by the Minister
responsible for this Act under subsection (4)(b), to the extent that they may still be
relevant or to the extent that the board of the entity concerned has not (in the transmitting
Minister’s opinion) adequately remedied, clarified or accommodated them by the date
on which the line Minister reports to the National Assembly.

(6) As soon as practicable after laying before the National Assembly the annual
report in terms of subsection (5), the head of the line Ministry concerned shall make
it available in electronic form for inspection by members of the public on thewebsite
of the Ministry and of the Unit.

25 Performance contracts with board members of public entities

(1) Within two months after a person is appointed to the board of a public entity,
the line Minister shall enter into a written performance contract with the member, in
accordance with this section and any recommendations made by the Unit:

Provided that board members representing minority interests shall not be
required to enter into performance contracts in terms of this section.

(2) A performance contract may contain provisions relating to any matter
affecting the efficient performance of the member’s duties in relation to the public
entity concerned.

(3) Without limiting subsection (2), the following conditions shall apply to
every member of the board of a public entity as if they were contained in the member’s
performance contract—

(@) inthe performance of the functions of his or her office, the member shall
at all times—

(i) act honestly; and
(if) exercise a reasonable degree of care and diligence;

(b) the member, while holding office and thereafter, shall not make improper
use of information acquired by virtue of his or her position as a member
to gain, directly or indirectly, an advantage for himself or herself or for
any other person or to cause detriment to the public entity;

(c) the member shall not make use of his or her position as a member to gain,
directly or indirectly, an advantage for himself or herself or for any other
person or cause detriment to the public entity.
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(4) Notwithstanding any other enactment, if within two months after a member’s
appointment to the board of a public entity he or she has not entered into a performance
contract in terms of subsection (1), he or she shall thereupon cease to be a member of
the board unless he or she establishes that—

(@ thefailureto enter into the contract was attributable to undue delay on the
part of the line Minister or any person acting on that Minister’s behalf;
or

()  oneormore of the provisions of the contract were so grossly unreasonable
that he or she was justified in refusing to signiit.

(5) Copies of every performance contract concluded in terms of this section
shall without delay be filed for record at the office of the line Minister concerned and
transmitted to the Office of the President and Cabinet.

(6) If a person, having entered into a performance contract in terms of this
section, contravenes a condition referred to in subsection (3) or any other condition of
the contract—

(a) notwithstanding anything to the contrary in the enabling instrument of the
public entity concerned, the contravention shall be a ground for removing
the member from office;

()  whether or notthe member has been removed from office, the line Minister
or the public entity concerned may by proceedings in acompetent court
recover from him or her, as a debt due to the entity—

() the amount or value of any damage or loss suffered by the entity as
a result of the contravention; and

(ii) the amount or value of any profit or advantage that accrued to him
or her or to any other person he or she intended to benefit through
the contravention.

(7) Subsection (6) shall not be construed as limiting any other law relating to the
criminal or civil liability of a member of a board, and shall not prevent the institution
of criminal or civil proceedings in respect of any liability referred to in that subsection.

PART VI

board Charters, Codes of Ethics and National Code ofCorporate GovernanCe

26 Publicentitiestohonour Good Corporate Governance Code and prepare

board charters and codes of ethics

(1) The board of every public entity shall conduct the business and affairs of
the entity in accordance with—

(@ theprovisions of the Good Corporate Governance Code, where the entity
is a public commercial entity; and

(b) such of the principles of good governance set out in the Second Schedule
asare applicable to the public entity concerned, where it is not a company.

(2) Subject to this Part—

(a) the board of every public entity shall prepare a board charter;

(b) the chief executive officer of every public entity shall prepare a code of
ethics for the entity;

and shall conduct the business and affairs of the entity in accordance with that charter
and code.
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(3) A board charter and code of ethics shall incorporate such of the principles
set out in section 27 as are applicable to the public entity concerned.

(4) So far as is practicable and appropriate, the board of a public entity and the
chief executive officer shall consult the employees of the entity and the general public
when formulating a board charter and code of ethics.

(5) The Unit shall provide the board of a public entity and chief executive
officer with whatever assistance it can in the preparation of the entity’s board charter
and code of ethics.

27 Principles and contents of board charters and codes of ethics

(1) Every board charter and code of ethics shall give effect to the following
principles—
(@ the promotion and maintenance of a high standard of professional ethics;
and
(b) efficient and economic use of available resources; and
(c) the provision of services impartially, fairly, equitably and without bias;
and

(d) responsiveness to the needs of the people of Zimbabwe, including the
prompt and sensitive processing of complaints by members of the public
with respect to the entity’s interaction with them; and

(e) co-operation with governmental institutions and other public entities;
and

(f) openness and transparency in the internal workings and procedures of
the public entity concerned, and in its dealings with the public; and

(9) the maximising of the human resources of the public entity concerned;
and

(h) commercial viability, in the case of a public commercial entity;

and generally shall be directed at ensuring efficiency, effectiveness, responsibility,
accountability and honesty in the procedures, operations and activities of the public
entity concerned.

28 Approval of board charters and codes of ethics

(1) Having prepared a board charter in terms of section 26, the board of a public
entity shall without delay secure the line Minister’s approval of the charter before
sending it to the Office of the President and Cabinet.

(2) The line Minister may withhold his or her approval of a board charter if he
or she considers that any of its provisions—

(@ contravene this Act or any other enactment; or

(b) are contrary to the policy of the Government or to the public interest;
and in that event the public entity shall without delay alter the code to take account of
the line Minister’s vViews.

(3) Having prepared a code of ethics in terms of section 26, the chief executive
officer of a public entity shall without delay secure the board’s approval of the code
before sending it to the Office of the President and Cabinet, which shall transmit the
same to the Unit for evaluation.

(4) The board may withhold its approval of a code of ethics if it considers that
any of its provisions—
(@ contravene this Act or any other enactment; or
25
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(b) are contrary to the policy of the Government or to the public interest;

and in that event the chief executive officer shall without delay alter the code to take
account of the board’s views.

(5) If on receipt of a board charter and code of ethics the Unit considers that

any of its provisions— 5
(@ contravene this Act or any other enactment; or
(b) are contrary to the public interest;

the head of the Unit shall inform the Minister accordingly, whereupon the Minister shall
endeavour, by negotiation with the line Minister and (through the line Minister) the
board of the public entity concerned, to secure the amendment of the charter or code. 10

(6) If the Minister fails to secure the amendment of a charter or code in terms of
subsection (5), and the Minister is of the opinion that the failure may be detrimental to
the business of the entity in question, the Minister shall seek the leave of the President
to refer the matter to Cabinet.

29 Amendment of board charters and codes of ethics 15

The board of a public entity and the entity’s chief executive officer may
respectively amend the entity’s charter and code of ethics at any time, and sections 26,
27 and 28 shall apply, with any necessary changes, to such an amendment.

30 Board charters and codes of ethics to be available forinspection

The board of every public entity shall ensure that a copy of the entity’s board 20
charter and codes of ethics are kept—
(a) at the entity’s office, where they may be inspected by members of the
public free of charge at all reasonable times during the entity’s business
hours; and

(b) available in electronic form for inspection by members of the publicon 25
the entity’s website.

31 Monitoring of compliance with Good Corporate Governance Code, board

charters and codes of ethics

(D Inthissection “standard of compliance” in relation to a public entity refers
tothe level of compliance by the entity with the Good Corporate Governance Code, such 30
of the principles of good governance set out in the Second Schedule as are applicable
to the public entity concerned, and the relevant board charter.

(@ Subject to this Act and any other enactment—

@ every line Minister is responsible for monitoring compliance by the public
entity of which he or she is the line Minister with the Good Corporate 35
Governance Code, such of the principles of good governance set out in
the Second Schedule as are applicable to the public entity concerned, and
its board charter; and

(b) every board of a public entity is responsible for monitoring compliance
by the employees of the public entity with the entity’s code of ethics; and 40

(©) the Unitis responsible for overseeing general compliance by public entities
with the Good Corporate Governance Code and such of the principles of
good governance set out in the Second Schedule as are applicable to the
public entities concerned.
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(3 Inthe general exercise of the line Minister’s responsibility under subsection
(2)(a), or upon a request made in writing to the head of the line Ministry by the Unit to
investigate a particular alleged instance of non-compliances that has come to the notice
of the Unit (which request must be accompanied by any information at the disposal of
the Unit that supports the request), the line Minister may—

(a) require the board or the chief executive officer of any public entity to
supply the line Minister with such information regarding the entity’s
standard of compliance as the line Minister may reasonably require; and

(b) sendofficersofthe line Ministry to conduct such inspectionsand inquiries
at the offices of any public entity as the line Minister considers reasonably
necessary to assess the entity’s standard of compliance.

(4) In any case where a line Minister declines to exercise his or her powers
under subsection (3), the Minister responsible for this Act may seek the leave of the
President to empower the Unitto do so, after the President has afforded the line Minister

a reasonable opportunity to exercise such powers or to make such representations on
the matter as the line Minister thinks fit or relevant (if the President gives leave to the
Unit to proceed, the Unit shall exercise the powers under subsection (3) as if references
to the line Minister and the line Ministry were substituted by references to the Minister
and the Unit).

(5) An officer of the line Ministry or of the Unit, as the case may be, may for
the purposes of subsection (2)(b) require any board member or employee of the public
entity concerned—

(a) to produce to the officer any documents relating to the entity’s standard
of compliance that are in the person’s custody or under his or her control;
and

(b) toprovide the officer with any information relating to the entity’s standard
of compliance; and

(c) togivethe officerall reasonable assistance in connection with the officer’s
inspection or inquiry.

(5) A personwho—

(@) provides the line Minister, the Unit or an officer of the line Ministry
or Unit (as the case may be) with false information for the purpose of
subsection (2) or (4), knowing it to be false or having no reasonable
grounds for believing it to be true; or

(b) without just cause, fails or refuses to answer any question or provide any
information or produce any document when required to do so in terms of
subsection (2) or (3); or

(c) hinders or obstructs an officer of the line Ministry or Unit (as the case
may be) in the exercise of the officer’s duties under subsection (4);

shall be guilty of an offence and liable to a fine not exceeding level five or to
imprisonment for a period not exceeding six months or to both such fine and such
imprisonment.

32 Application of other codes of corporate governance to public entities

Where a public entity is a company and required to comply with—

(a) acode of good corporate governance prescribed under the Securities and
Exchange Act [Chapter 24:25] or any other enactment; or

(b) the listing rules of any securities exchange;
it shall, to the extent that the requirements or standards concerned are more stringent
than those provided for under this Act, comply with such code and rules.
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PART VII

ConduCt of business by boards of PubliC €ntities

33 Meetings of boards of public entities

(1) The chairperson of the board of every public entity shall ensure that the
board meets at least once every three months. 5

(2) Notwithstanding anything to the contrary in the enabling instrument
concerned, but subject to the Constitution, a board of a public entity may meet without a
quorum for ninety days after the number of members appointed to it ceased to constitute
a quorum of the board:

Provided that any decisions reached by the board while its membership does 10
not constitute a quorum shall cease to have effect after the ninety-day period unless
they have been ratified by a meeting of the board at which a quorum is present.

(3) At least once a year, the board of every public entity shall convene an annual
general meeting, that is to say, a meeting to which—

(@) representatives of the Unit; and 15
(b) the Accountant-General; and

(c) representatives of the line Ministry; and

(d) representatives of any minority shareholders in the entity concerned; and

(e) the Auditor-General; and

(f)  such other persons as may be prescribed,; 20

are invited to attend and discuss the entity’s operations and conduct during the previous
financial year and its plans for the next financial year, and any other matters of mutual
interest.

(4) At least twice a year, every line Minister shall meet the board of each public
entity for which he or she is responsible, for the purpose of discussing the entity’s 25
conductand plans, the board’s compliance with its strategic plan, and any other matters
of mutual interest.

(5) Minutes shall be kept in accordance with section 35 of every meeting under
subsection (3) or (4) as if the meeting was a meeting of the board of the entity.

34 Conflicts ofinterest on part of board members and staff of publicentities 30
1) f—
(@ amember of a board of a public entity or senior staff member of a public
entity—
() being a board member, knowingly acquires or holds a direct or

indirect pecuniary interest in any matter that is under consideration 35
by the board; or

() owns any property or has a right in property or a direct or indirect
pecuniary interest in a company or association of persons which
results in his or her private interests coming or appearing to come
into conflict with his or her functions as a board member or senior 40
staff member of the public entity; or

(i)  knowingly acquires or holds a direct or indirect pecuniary interest
in any matter that is or, to his or her knowledge, is likely to be the
subject-matter of a contract between the public entity and any other
person; or 45
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(M knows or has reason to believe that any of his or her associates—

A. has acquired or holds a direct or indirect pecuniary interest in any
matter that (being a board member) is under consideration by the
board or that is or, to his or her knowledge, is likely to be the subject-
matter of a contract between the public entity and any other person;
or

B. owns any property or has a right in property or a direct or indirect
pecuniary interest in a company or association of persons which
results in his or her private interests coming or appearing to come
into conflict with his or her functions as a board member or senior
staff member of the public entity;

or

(b) foranyotherreason, the private interests of aboard member or senior staff
member of a public entity come into conflict with his or her functions as
a board member or member of the entity’s staff;
the board member or senior staff member shall forthwith disclose the fact to the entity’s
board.

(2) A member referred to in subsection (1)shall—

@ if he or she is a board member, take no part in the consideration or
discussion of, or vote on, any question before the board which relates to
any interest, property or right referred to in that subsection;

(b if he or she is a senior staff member of a public entity, take no part in the
entity’s dealings in relation to any matter requiring disclosure under that
subsection, except on the written instructions of the board of the entity
concerned, given after the disclosure of the interest concerned.

(3) No employee of a public entity shall be present when the entity’s board
discusses his or her conditions of service.

(4) The board of every public entity shall request all senior staff members of
the entity to sign, as soon as possible after their first appointment, a document stating
that they are aware of and will abide by their obligations under this section.

(5) The chief executive officer of every public entity shall request all members
of the entity’s board to sign, as soon as possible after their first appointment to the board,
a document stating that they are aware of and will abide by their obligations under this
section.

(6) Until—

(@) asenior staff member of a public entity who has been requested to sign

the document referred to in subsection (4) has signed the document; or

(b) a board member of a public entity who has been requested to sign the

document referred to in subsection (5) has signed the document;
he or she shall not—

(c) take partin any business of the board, in the case of a board member; or

(d) in the case of a board member, receive any remuneration or allowance

in respect of his or her membership of the board, or, in the case of senior

staff member, receive any remuneration or allowance in respect of his
or her employment by the entity.

(7) Any person who contravenes subsection (1), (2) or (3) shall be guilty of an
offence and liable to a fine not exceeding level four or to imprisonment for a period
not exceeding three months or to both such fine and such imprisonment.
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35 Minutes of meetings of boards of public entities

(1) The board of every public entity shall cause minutes of all its meetings,
and all meetings of its committees, to be entered in books kept for the purpose.

(2) Minutes referred to in subsection (1) shall record accurately and fully the
proceedings at the meetings concerned and all decisions taken at the meetings. 5

(3) Minutes referred to in subsection (1) which purport to be signed, with the
authority of the board or the committee concerned, as the case may be, by the chairperson
of the meeting to which the minutes relate or by the chairperson of the next following
meeting, shall be accepted for all purposes as prima facie evidence of the proceedings
of and decisions taken at the meeting concerned. 10

(4) The chief executive officer of every public entity shall ensure that a copy
of every resolution of entity’s board, signed by the chairperson of the meeting, is sent
to the line Minister and the Unit without delay after it has been adopted.

36 Audit of accounts of public entities
Subject to the Public Finance Management Act [Chapter 22:19], the accounts of 15
every public entity shall be audited annually by—
(@ the Auditor-General; or

(b) aperson who is registered as a public auditor in terms of the Public
Accountants and Auditors Act [Chapter 27:12], appointed by the Auditor-
General; 20

and the Auditor-General or the public auditor, as the case may be, shall submit the
audit report to the line Minister, the Minister responsible for finance and the Minister
responsible for this Act, as well as to the board of the entity.

PART VIII

General 25

37 Declaration of assets by board members and senior staff of public entities

(2) Inthe interests of transparency and the avoidance of conflicts of interest, as
soon as possible after being appointed or re-appointed (and in any event within three
months after the appointment or re-appointment) as—
(@ amember of the board of a public entity, every member of theboard; or 30
(b) asenior staff member of a public entity, every senior staff member of a
public entity;
shall provide the Office of the President and Cabinet with a written declaration listing
in full—
(©) all immovable property which the member or senior staff member owns, 35
leases or in which he or she has any other interest; and

(d) any item of movable property, exceeding one hundred thousand dollars
($100 000) or such greater value as may be prescribed, which the member
or senior staff member owns, leases or in which he or she has any other
interest; and 40

(e) any business in which the member or senior staff member has an interest
or which he or she plays any part in running; and

() inrelation to every associate of the member or senior staff member—

@ allimmovable property owned or leased by the associate, or in which
the associate has any other interest; and 45
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@) any item of movable property, exceeding one hundred thousand
dollars ($100 000) or such greater value as may be prescribed,
which the associate owns, leases or in which he or she has any other
interest; and

(iii) any business in which the associate has an interest or which he or
she plays any part in running;

and stating in each case the nature of the interest in the property or business concerned.

(2) The part of the declaration referred to in subsection (1)(f) must either be
countersigned by the associate concerned, or be endorsed in writing by the member or
senior staff member concerned to be true to the best of his or her knowledge and belief.

(3) In addition to the declaration required by subsection (1), every member
of the board of a public entity and every senior staff member shall provide the Office
of the President and Cabinet with a further written declaration setting out the matters
referred to in that subsection—

(&) on the anniversary of his or her appointment or re-appointment to the
board or to the post in question; and

(b) within two months after ceasing to be a member of the board or ceasing
to be a senior staff member.

4) If—

(@) amember of the board of a public entity or senior staff member refuses
to provide the Office of the President and Cabinet with any declaration
required by subsection (1) or (3); or

(b) a member of the board of a public entity or senior staff member thereof
intentionally fails to list any property or interest in a declaration provided
to the Office of the President and Cabinet in terms of subsection (1) or
(3); or

(© any question arises as to the omission of any property or interest in a
declaration provided to the Office of the President and Cabinet in terms
of subsection (1) or (3), whether in the course of the board’s or the entity’s
proceedings or otherwise, for the omission of which the responsible
member of the board has no adequate explanation;

the member or senior staff member shall thereupon cease to be a member of the board or
(where the contravention relates to subsection (3)(b)) be disqualified for reappointment,
or, in the case of a senior staff member, cease to be employed in that or any other
capacity in the entity concerned or (where the contravention relates to subsection (3)
(b)) be disqualified for re-employment.

38 Responsibilities of State appointees to boards of certain public entities

Every appointee of the State to the board of a public entity referred to in paragraph
(b), (c) or (d) of the definition of “public entity” in section 2(1) has an obligation to act
in the best interests of the State, that is to say—

(@ to promote the State’s interests and policies in relation to the business or
operations of the entity and in accordance with any instructions given by
the line Minister, and to solicit such instructions from the line Minister
in appropriate cases; and

(b) toactas a channel of two-way communication between the line Minister
and the entity concerned; and

© at all times in the performance of his or her functions as the State’s
appointee—

(i) toact honestly; and
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(ii) to exercise a reasonable degree of care and diligence; and

(iii) to keep the responsible Minister fully and timeously informed
of all matters affecting the State’s interests in the course of the
deliberations of the board of the entity concerned, and in relation
to the business or operations the operations of the entity.

39 Implementing manuals

(1) The Unit shall develop, update and make available to public entities one or
more manuals in consultation with line Ministries to guide the implementation of this
Act, including (but not limited to) the setting of performance management standards
by the boards and staffs of public entities, the formulation by boards of strategic plans,
board effectiveness, risk management, standard performance contracts for boards,
standard forms and procedures, and the like.

(2) Manuals may be specific to named sectors of the economy or the public
domain in which public entities operate.

(3) The Minister shall approve every manual for publication, whether as a
statutory instrument or otherwise.

40 Corporate governance rating of public entities

The Unit shall annually carry out a good corporate governance rating of public
entities in accordance with selected and prescribed criteria, which rating shall be done
in the prescribed manner and its results published annually by notice in the Gazette
and in such other media as the Unit deem:s fit.

41 Special investigations

(1) Ifaline Minister considers it necessary or desirable to do so, the line
Minister may by notice in the Gazette direct that a special investigation beconducted
into such matters concerning the operations, dealings, affairs, membership, assets or
liabilities of a public entity for which he or she is the responsible Minister, as may be
specified in the notice.

(2) A special investigation may take the form , or be inclusive of, aspecial or
forensic audit of the public entity in question.

(3) The line Minister may appoint one or more persons as special investigators,
on such terms and conditions as the Minister may specify in the instrument of
appointment, to conduct an investigation in terms of this section.

(4) As soon as possible after appointing a special investigator, the line Minister
shall notify the appointment in the Gazette.

(5) The powers of a special investigator, and the procedure to be followed in
a special investigation, shall be as prescribed in section 42.

(6) The line Minister shall give prior written notification of its intention to
exercise any of its powers under this section to the head of the line Ministry, who shall
thereupon promptly inform the head of the Unit of the imminent investigation.

(7) Aspecial investigation under this section may be conducted in parallel with
or jointly with any other investigation into the affairs of the public entity concerned,
whether under the Public Finance Management Act or other enactment:

Provided that—

(@ where the enabling instrument of a public entity makes provision for the
special investigation of its affairs, this section shall prevail in a case where
there is a possibility of concurrent investigations taking place; and

32

10

15

20

25

30

35

45



Public EntitiEs CorporatE GovErnancE

(b) the President, on the recommendation of the Minister responsible for this
Act, may give directions to the line Minister on the consolidation, co-
ordination or co-operation of the work of investigators where concurrent
investigations are undertaken into the entity concerned.

5 (8) On completion of an investigation the special investigators shall report to
the line Minister on what action, if any, is required to be taken to remedy any problems
that prompted the investigation in the first place or any other problems revealed by the
investigation.

(9) The line Minister shall transmit a copy of the special investigator’s report

10 to the head of the line Ministry who shall thereupon promptly avail a copy of it to the

head of the Unit, together with a plan of corrective action to be taken in relation to

the investigated public entity in the light of the recommendations made by the special
investigator or special investigators.

(20) If the Minister responsible for this Act has reasonable cause to believe,
15 on the basis of information availed to him or her by the Unit or any other source, that
any action or failure to take action in accordance with this section on the part of a line
Minister is contrary to any principle of good corporate governance embodied in the
First and Second Schedules, the Minister responsible for this Act shall seek the leave
of the President to refer the matter to Cabinet, which may itself authorise a special

20  investigation in terms of this section as if it were the line Minister.

42 Powers of special investigators

() For the purpose of a special investigation under section 41 a special
investigator may require any person to produce for examination by the special
investigator, at such time and place and as may be appointed by the special investigator

25 for that purpose, any deeds, plans, instruments, books, records, accounts, trade lists,
stock lists or documents which the special investigator may consider necessary for the
purposes of the special investigation.

(2) Any deeds, plans, instruments, books, records, accounts, trade lists, stock
lists or documents which in terms of subsection (1) are produced to a special investigator,
30 may be retained by the special investigator for as long as they may be reasonably
required for the special investigation.

(3) Any person who, in terms of subsection (1), produces any deed, plan,
instrument, book, record, account, trade list, stock list or document which is not a ledger,
cash-book, journal, paid cheque, bank statement, deposit slip, stock sheet, invoice or

35 other book of account may be allowed by a special investigator any reasonable expenses
necessarily incurred in producing it or obtaining and producing a copy of it.

(4) A special investigator may in connection with a special investigation, by
reasonable notice in writing, require any person whether on his or her own behalf or
as the representative of any person, or any person whom the special investigator may

40 consider able to furnish information, to attend at a time and place to be named by the
special investigator for the purpose of being examined on oath or otherwise, at the
discretion of special investigator, respecting any transactions or any matters affecting
the same, or any of them or any part thereof, relevant to the special investigation. Any
person so attending may be allowed by the special investigator any reasonable expenses

45 necessarily incurred by such person in so attending.

(5) Where any statement has been made by any person as a result of his or
her being examined on oath under subsection (4), such statement shall be recorded in
writing and shall be read over to or by the person making it, who, after making such
corrections therein as he or she may think necessary, may signit.
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(6) Any person required to attend in terms of subsection (4) shall be entitled
to be accompanied by a legal practitioner, accountant or other adviser, and any person
making a statement in terms of subsections (4) and (5) shall be furnished with a copy
thereof.

(7) If any special investigator engaged in carrying out aspecial investigation,
satisfies a magistrate by statement made on oath that there are reasonable grounds for
suspecting that such person has committed an offence against this Act or any other
law, the magistrate may by warrant authorise such special investigator and any other
officers designated by the special investigator to exercise the following powers—

@ without previous notice, at any reasonable time during the day enter
any premises whatsoever and on such premises search for any moneys,
valuables, deeds, plans, instruments, books, records, accounts, trade lists,
stock lists or documents;

() incarrying outany such search, open or cause to be removed and opened
any article in which he or she suspects any moneys, valuables, deeds,
plans, instruments, books, records, accounts, trade lists, stock lists or
documents to be contained;

(c) seize any such deeds, plans, instruments, books, records, accounts, trade
lists, stock lists or documents as in his opinion may afford evidence which
may be material to the special investigation;

(d) retain any such deeds, plans, instruments, books, records, accounts, trade
lists, stock lists or documents for as long as they may be reasonably
required for the special investigation or for any criminal or other
proceedings.

(8) Any special investigator engaged in carrying out the provisions of section
41 and this section may, if he or she has reasonable grounds for believing that it is
necessary to do so for the purpose of the special investigation—

(a) atany reasonable time during the day enter any business premises; or

(b) require any person to produce for its inspection any book, record,
statement, account, trade list, stock list or other document; or

(c) requireany personto prepare and additionally, or alternatively, to produce
for inspection a print-out or other reproduction of any information stored
in a computer or other information retrieval system; or

(d) take possessionofany documentor otherthing referred to in paragraph (b)
or (c) for so long as may be necessary for the purpose of any examination,
investigation, trial or inquiry; or

(e) require any person reasonably suspected of having committed an offence
against this Act or any other law or any person who may be able to supply
information in connection with a suspected offence against this Act or
any other law to give his or her name and address.

(9) Any special investigator authorised in accordance with—

(&) subsection (7), when exercising any power under that subsection, shall
on demand produce the warrant issued to him or her thereunder; or

(b) subsection (8), when exercising any power under that subsection, shall
on demand produce proof that he or she is aspecial investigator.

(10) Any person whose deeds, plans, instruments, books, records, accounts,
trade lists, stock lists or documents have been retained in terms of subsection (2) or
which have been seized or taken in terms of subsection (7) or (8) shall be entitled to
examine and make extracts from them during office hours or such further hours as the
special investigator may in his or her discretion allow and under such supervision as
the special investigator may determine.
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(11) A special investigator is hereby empowered to administer oaths to persons
examined in terms of this section. Any person who, after having been duly sworn,
wilfully makes a false statement to the special investigator on any matter relevant to
the inquiry, knowing such statement to be false or not knowing or believing itto be

5 true, shall be guilty of an offence and liable to a fine not exceeding level seven or to
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imprisonment for a period not exceeding two years or to both such fine and such im-
prisonment.

(12) Any person who—

(a) falsely holds himself out to be a special investigator carrying out the
provisions of section 41 or this section; or

(b) hinders, obstructs or assaults a special investigator in the exercise of his
or her functions in terms of section 41 or this section; or

(c) wilfully fails to comply with any lawful demand made by a special
investigator in the exercise of his or her functions in terms of section41
or this section;

shall be guilty of an offence and liable to a fine not exceeding level seven or to
imprisonment for a period not exceeding six months or to both such fine and such
imprisonment.

(13) A special investigator may, in addition to the persons authorised to apply
for a warrant under the Interception of Communications Act [Chapter 11:20] (No. 6
of 2007), have power to apply for a warrant under that Act.

43 Notification of establishment and dissolution of public entities

(1) The head of a line Ministry shall notify the head of the Unit in writing

within thirty days of—

(&) the formation or establishment of a public entity otherwise than by Act
of Parliament, and transmit together with such notification a copy of the
relevant enabling instrument;

(b the dissolution of a public entity that is not established by an Act of
Parliament, or that is dissolved otherwise than by the repeal of its
constitutive Actof Parliament, and transmit together with such notification
a copy of the relevant enabling instrument;

© anyamendmentto the enabling instrument (not being an Act of Parliament)
of a public entity, and transmit together with such notification a copy of
the relevant amendment;

(d) the particulars any material change to the ownership or control of a public
entity that is not reflected in any amendment of the enabling instrument
thereof:

Provided that any question as to whether any such change is
“material” shall be referred by the head of the line Ministry to the head
of the Unit for determination.

(2) Within sixty days of the fixed date, every head of a line Ministry shall
comply with subsection (1) with respect to any existing public entity referred to in
paragraphs (a) to (d).

44 Exemptions

(1) The Minister may by notice in writing to the public entity concerned,
exempt the entity from any provision of this Act, where the Minister is satisfied, on
the basis of representations from the line Minister, that there are compelling reasons
for the exemption in view of—
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(a) the nature or size of the entity; or
(b) any unusual difficulty the entity may encounter in complying with the
provision;
and may in similar fashion amend or withdraw any such exemption:

Provided that the line Minister and Minister shall together, no later than thirty 5
days after the end of the financial year of the public entity in question in which the
exemption was granted, review the necessity for continuing the exemption and, if
needed, amend or withdraw it.

(2) The reason, nature and extent of every exemption in favour of a public entity
must be notified in the annual report of the entity immediately following the grantof 10
the exemption.

(3) The head of the Unit shall ensure that a list of all exemptions granted in
terms of subsection (1), specifying their terms and conditions and the reason why they
were granted, is kept at the Unit’s offices where it may be inspected by members of
the public at all reasonable times during the Unit’s business hours. In addition, the list 15
of exemptions shall be kept available in electronic form for inspection by members of
the public on the website of the Unit.

45 Regulations

(1) Subject to subsection (3), the Minister may by regulation prescribe anything
which by this Act is required or permitted to be prescribed or which, in his or her 20
opinion, is necessary or convenient to be prescribed in order to give effect to this Act.

(2) Without derogating from the generality of subsection (1), regulations made
in terms of subsection (1) may provide for—

(&) induction programmes and programmes to enhance the efficiency and
effectiveness of board members; 25

(b) the standard remuneration for civil servants serving as board members;

(c) the establishment of one or more directories or databases of potential
candidates for appointment to boards;

(d thequalificationsand experience required for appointment as a senior staff
member of any public entity or class of public entities, and the procedures 30
to be followed in such appointments;

() measures, including training programmes, to enhance the efficiency and
effectiveness of senior staff members of public entities;

(f) the disclosure of remuneration, allowances and benefits paid to  board
members and senior staff members of public entities; 35

(g) the recovery of amounts paid unlawfully by public entities to their board
members and senior staff members;

(h) the establishment of committees by boards of public entities and the
responsibilities and functions of such committees;

(i) reports to be submitted by boards or chief executive officers of public 40
entities to the Unit or to their line Ministers;

(J) the stakeholders or classes of stakeholders that may be invited to annual
general meetings for the purpose of section 33(3)(f);

(k) measures for safeguarding the confidentiality of, and securing authorised
access to, declarations of assets by board members and senior staff of 45
public entities;

()  the circumstances in which the Secretary to the Treasury is empowered
to recover by means of a surcharge raised under the Third Schedule from
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a public entity or from persons who are in the employment of a public
entity, or are members of its board, or who were in such employment or
were such members, any public resources (as defined in that Schedule) that
have been misused, lost or destroyed by the public entity or itsemployees,
agents or board members;

(m) penalties for contraventions of the regulations:
Provided that no such penalty shall exceed a fine of level fourteen

or imprisonment for a period of five years or both such fine and such
imprisonment.

(3) Before making regulations in terms of subsection (1) the Minister shall
consult all line Ministers whose public entities will be affected by the regulations.

46 Amendment of Schedules

(1) Subjectto subsection (2), the Minister may by statutory instrument amend—

(a) the First Schedule in order to reflect any changes made to the National
Code of Corporate Governance Zimbabwe, and in so doing may, after
consultation with line Ministers, specify that any part of the Code (as
amended or not) shall be binding on public entities or any class thereof
as if enacted by way of regulations;

(b) the Second Schedule in order to—

(M extend the application or improve the efficacy of codes of good
governance; or

(ii) give effect to generally accepted standards of good corporate
governance.
(2) The Minister shall not publish a statutory instrument in terms of subsection
(1) unless—

(@ he or she has given not less than two months’ notice in the Gazette and
in one or more newspapers circulating generally in Zimbabwe, of the
substance of the proposed amendment and has paid due regard to any
comments and suggestions he or she may have received from members
of the public regarding the proposal; and

(b) the National Assembly has passed a resolution approving the amendment.

47 Savings and transitional provisions
(1) Within two months after the fixed date, the chief executive officer of every
public entity shall provide the Unit, in writing, with the following particulars—
(@) inregard to all the members of the entity’s board—
(i) their names and addresses; and

(ii) which of them are executive members and which are independent
members; and

(iii) the dates on which they were first appointed to the board and the
dates on which their current terms of office expire; and

(iv) their terms and conditions of service, in particular their current
remuneration, allowances and benefits;

(b) in regard to himself or herself and employees of the entity concerned
holding office on the next two levels of management below the level of
chief executive officer—

(i) their names and addresses; and
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(ii) the dates on which they were first appointed to their current positions
and, where applicable, the dates on which their current terms of
office expire; and

(iii) their terms and conditions of service, in particular their current
remuneration, allowances and benefits;

and the line Minister shall ensure compliance with thissubsection.

(2) The term of office of a person who, on the fixed date, was a board member,
chief executive officer or senior staff member of a public entity shall not be renewed
or extended—

(@) except on terms and conditions compatible with this Act; or

(b) in the case of a board member, unless his or her continuation in office

would be consistent with section 11 (“Appointment of boards of public
entities”); or

() in the case of a chief executive officer, unless his or her continuation

in office would be consistent with section 17 (“Appointment of chief
executive officers of public entities”); or

(d) in the case of a senior staff member other than a chief executive officer,

unless his or her continuation in office would be consistent with section
18 (Appointment of senior staff of public entities™).

(3) Where, on the commencement date, a person holds office as chief executive
officer of a public entity and had held that office—

(@) for more than ten years, his or her term of office shall end six months
after the fixed date unless—

(i) under his or her service conditions it ends sooner; or

(i) the board, with the approval of the line Minister, appoints him or
her for one more term of office, which term begins on the date of
the re-appointment;

(b) for less than five years, his or her term of office shall end five years after
his or her initial appointment, unless under his or her service conditions
it ends sooner.

(4) Notwithstanding any other enactment or anything in the conditions of service
of the member concerned, a permanent secretary of a Ministry who, on the fixed date,
was a board member of a public entity may continue to serve as a member for two
months after the fixed date, after which, if he or she is still a permanent Secretary, he
or she shall cease to be a member.

(5) Within six months after the fixed date, the board of every public entity
shall—
(@) draw up a strategic plan for the entity in accordance with section 22
(“Strategic plans of public entities”); and
(b) enter into performance contracts with the chief executive  officer and
all senior staff members of the entity in accordance with section 23
(“Performance contracts with senior staff of public entities™).

(6) Every member of the board of a public entity or senior staff member thereof
in office or employed on the fixed date shall provide the Office of the President and
Cabinet with the written declaration referred to in section 37(1) within two months of
the fixed date (and sections 37(2) and (3) applies to that member accordingly) unless
the member has earlier ceased to be a member for any reason.

(7) Within six months after the fixed date, the responsible Minister of every
public entity shall enter into performance contracts with the members of the entity’s
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board in accordance with section 25 (“Performance contracts with board members of
public entities”).

(8) A personwho—
(&) provides the Office of the President and Cabinet or an officer of the Unit
5 with false information for the purpose of subsection (1) (b), knowing it

to be false or having no reasonable grounds for believing it to be true; or

(b) without just cause, fails or refuses to answer any question or provide any
information or produce any document when required to do so in terms of
subsection (1)(b);

10 shall be guilty of an offence and liable to a fine not exceeding level five or to
imprisonment for a period not exceeding six months or to both such fine and such
imprisonment.

FIRST SCHEDULE (Sections 31(2) and 46)
National Code on Corporate GovernanCe Zimbabwe
15 CHAPTER I
appliCation of the Code and Derivatives

1. This Code applies to all business entities regardless of the manner and form
of their incorporation or establishment and whether the business entity is in the public
or private sector or it is non-profit making. There are however certain entities which

20 require a sector approach to corporate governance. Accordingly, codes which derive
from the main principles of this Code are encouraged and should be developed.

2. Special sectors, such as the banking and financial services sector, partnerships,
trusts and small to medium enterprises, should have specific codes of their own which
take a sector approach to corporate governance.

25 3. The sector-based codes supplement and add value to, and should be read together
with, this Code.

4. If a provision of a sector-based code is inconsistent with any principle of this
Code then the principle of this Code prevails to the extent of that inconsistency.

5. Small to medium businesses, including family owned businesses, constitute

30 a special sector which requires special focus. Accordingly special principles and best

practice recommendations for this sector should incorporate the provisions of the current

legislation on small to medium enterprises and lift the bar on corporate governance
above that prescribed in legislation.

6. The public sector has its own framework of governance which has been in
35 existence since November 2010. It is recommended that most of the provisions of this
framework should be enacted into law so as to ensure its enforcement. In regard to
this sector the enactment into law of the framework will be a shift from the “comply
or explain basis or corporate governance to the “comply or else” strategy.

7. Other sectors deserving special consideration will be considered as part of a
40  review of this Code or any derivative code.

PART Il
Ownership and Control
Preamble

8. Inacompany shareholders provide risk capital which the management controls
45  under the leadership of a Board of Directors. There must be a functional balance of
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power among these three groups for the company to prosper and for all the stakeholders
to derive benefit.

Ownership
Principles

9. Corporate power should not be concentrated in one person or inasmall group of
persons because this will impact negatively on focused, effective and ethical corporate
leadership and may result in corporate failure.

10. Corporate power, represented by the right to vote on a one share one vote basis,
must always be aligned with economic rights. Any misalignment must be justified and
be approved by the shareholders.

Recommendations
11. The right to vote should be extended to all shareholders.

12. Full, timely and transparent disclosure should be made in the annual reports
regarding the exercise of corporate power.

13. The Board the managers and the majority shareholder must respect the rights
of minority shareholders.

Control
Principles

14. The ultimate authority of any company is its annual general meeting or
extraordinary general meeting of shareholders where they exercise their rights in terms
of the statutes of the company and the law.

15. Shareholders in general meeting have the power to make business decisions
concerning the company and to take any action which they deem appropriate for the
protection and development of the company.

16. Ashareholder’ meeting is a forum where the board and the management inform
the shareholders about the company’s operations, management, administration and
achievements and gives the shareholders the opportunity to participate in formulating
strategies for the company.

17. The shareholders, the board and the management of the company protect and
promote the interests of the company and its stakeholders.

18. Nominee shareholders should disclose the beneficial owners of the shares
upon request by the relevant company or regulatory authorities.

Recommendations

19. The company’s managers and employees should be given the opportunityto
own shares in the company through appropriate share ownership schemes as may be
approved by the shareholders in general meeting.

20. The community in which a company operates should benefit from its
operations.

21. Shareholder relations should, where applicable, be governed by written
shareholder agreements which specify, among other things, the purchase price of the
shares, the purchasing preferences, the exercise of voting rights and mechanisms for
resolving disputes and conflicts of interest. In the case of State contracts there has to be
compliance with the legislation enacted in terms of section 315 of the Constitution in
relation to joint-venture contracts for the construction and operation of infrastructure
and facilities and concessions of mineral and other rights.
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22. Shareholder agreement must be written in a simple language and made
available and accessible to all shareholders and relevant regulating authorities.

23. The company must conduct its business in a manner that best serves the
interests of the shareholders, including minority shareholders and other stakeholders
of the company.

24. A major or majority shareholder should not be involved in the day-to-day
management of the company, but if such involvement is inevitable then, as may be
appropriate, the involvement should be regulated by a clear agreement and where
applicable, the agreement’s terms and conditions should be approved by shareholders
in a general meeting.

25. Shareholders should be given reasonable and transparent access to relevant
records which must ordinarily be availed to them but without compromising
commercially sensitive information whose disclosure is not in the best interests of the
company.

26. The notice convening a shareholder’ meeting must be given to all shareholders
in sufficient time to allow them enough time to formulate their positions on the agenda
and consult with other persons who will attend the meeting or discuss the agenda with
them.

27. A shareholders’ meeting must be convened at a place and on a date and at a

20 time which makes it possible for all shareholders to attend the meeting. The meeting

25

30

35

should be convened by giving at least twenty-one days’ notice or such other period as
may be specified by law. The greater to complexity of the issues to be considered at
the meeting and the wider the dispersion of the shareholders, the more time should be
given.

28. The notice must contain full details of the registration process and sufficient
information to enable shareholders to decide whether they will attend the meeting and
how they will participate in the discussions.

29. Greater use of electronic devices or other facilitative instruments, such as web
casting, e-mails, electronics and print media and proxy voting, should be encouraged.

30. Meetings of shareholders should be conducted in a simple and inexpensive
manner. The shareholders should be given sufficient time to prepare adequately for
the meeting and to contribute to the discussions. At a meeting shareholders should be
allowed to request for the adjournment or postponement of the meeting if matters of
great complexity under consideration.

31. Alist of persons authorised to participate in a shareholders meeting and their
contact details must be given to all shareholders to enable to shareholder to analyse
possible voting patterns and position themselves accordingly.

32. Documents which are important, such as a summary of the company’s
strategic plan, reports on the company’s performance indicators and growth prospects,

40 management practices and policies pursued by the board, reports on analyst briefings,

including positive and negative media reports, should be made available to all
shareholders in good time to give them adequate time to prepare for the shareholders
meeting.

33. The information and reports given to shareholders for the purpose of a share-

45 holders meeting must be organised in a manner which allows for easy co-relation for

the information or reports which specific agenda items and which facilitates a thorough
review of the agenda items.

34. Agenda items must be clear and simple and leave no room forambiguity.

35. Chairperson of committees of the Board should attend shareholders meetings
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to respond to issues which relate to their areas of jurisdiction or competence and to
assist the chairperson of the Board to answer any questions.

36. The quorum of a shareholders’ meeting must be defined in order to ensure

reasonable participation by all classes of shareholders. Voting rules must be simple and

available to all shareholders.

37. Minutes of shareholders’ meetings should be prepared in a simple way and
must be sufficiently detailed to communicate the discussions which took place, the
resolutions adopted and dissenting views expressed by the participants.

38. The procedures for holding annual general meetings should not be unnecessarily

expensive or complicated and should ensure equitable treatment of all shareholders.

39. Voting rules, especially rules on voting by proxy, must be clear, objective and
simple.

40. A proxy should vote according to the wishes of the beneficial owner of shares
in the company.

41. Ablock voting system should be adopted at shareholders’ meetings convened
to elect directors. Listed companies which are more than thirty percent owned by one
person adopt a block voting system. Rules for implementing such a system should be
incorporated in the articles of association.

42.\Voting caps are inimical to corporate democracy and should only be permitted
in circumstances where the approach where the approach is justified and has been
approved by the Board.

43. Absentia voting methods, such as voting by e-mail or fax, should beencour-
aged provided that the procedures and processes are clearly formulated to avoid abuse.

44. Procedures and mechanisms which make it possible for a majority shareholders
to object to a majority decision and which enable them to refer conflicts between them
and controlling shareholders to arbitration, should be established.

45, Dilution of voting rights must not be permitted unless authorised by a resolution
passed by a majority of all shareholders.

46. Where minority shareholders are not represented on the Board, they must
be given the right to formally present their views on critical issues for consideration
by Board provided that they cumulatively hold at least ten percent for the company’s
shares.

47. Brief curriculum vitae of every director for election or re-election should
accompany the notice of the meeting appearing in the annual report.

48. Any anti-takeover measures or strategies must be approved by shareholders
at a meeting held for that purpose.

49. When a merger or takeover occurs, minority shareholders should be given the
opportunity to sell their shares at market value.

50. Ownership by any one person of shares in excess of thirty-five percent of the
issued ordinary shares of a company should, where appropriate, trigger a buy-out offer
in which all shareholders must be treatedequally.

51. A company’s memorandum and articles of association must comply with the
law and best practice principles in this Code.
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PART Il
board of Directors and DireCtors

Preamble

52. A company is a legal fiction but the law permits it to do things which natural
5 persons can do. A company acts through natural persons, mainly the Board of Directors
which is the governing and controlling body of a company. To achieve the company’s
goals and objectives, the directors must possess certain qualities, play certain roles and
perform certain functions and duties.

Toleand FuncCtion ofthe Board

Principles

53. The Board of Directors should provide effective corporate and entrepreneurial

leadership.

54. The leadership of the Board must be based on—

(@)
(b)

©
@

©)

ethics, professionalism and good morality;

the notion that strategy, risk, performance and sustainability are
inseparable;

prudent and effective controls which make it possible for risks to be
assessed and managed property;

complete compliance with, and respect for, applicable laws, especially the
Bill of Rights as set out in the Constitution and adherence to non-binding
rules, codes and best practice standards;

the recognition that the best interests of the company and its stakeholders
must always be promoted.

Recommendations

55. The Board should provide leadership by—

@

©)

©

@

©
®

formulating and implementing business rescue procedures and other
turnaround strategies as soon as the company becomes financially
distressed:;

setting the company’s strategic aims and ensuring that the necessary
financial and human resources are in a place for the company to meet its
objectives and review management performance;

appointing an independent non-executive chairperson who does not double
up as chief executive officer of the company and, where the chairperson
isalso the chief executive officer, disclosing that fact in the annual report,
together with the reasons therefore;

establishing procedures for appointing and dismissing the chief executive
officer of the company and putting in place a proper framework for the
appointment of other executives;

framing and implementing a code of ethics, morally and professionalism
for the company, its employees, management and board members; and
being accountable to all shareholders and other stakeholders of the
company and treating equally.

56. The Board should have a charter setting out its role and functions, which
include the following—

(@)
®)

determining the company’s purpose, vision, mission and values;
setting strategies for achieving the company’s purpose;
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©
@
©

()
©

©
®)
@)
0

setting parameters for excising leadership, enterprise, integrity and good
judgement;

ensuring that procedures, policies and practices are established and
implemented;

approving, monitoring and evaluating the implementation of strategies,
policies, procedures and business plans;

identifying key risks and key performance indicators of the company;

ensuring that technology and systems used by the company are adequate
to run its business viably;

establishing proper succession plans for Board members, the chairperson,
executive director and senior members of management;

regularly assessing the company’s performance and effectiveness and
that of individual directors and the chief executive officer;

accounting to the annual report for the directors’ collective and individual

performance at least once a year;

monitoring on continuous basis the company’s solvency and stability
to pay its debts as they fall and making necessary and reasonable
interventions in this regard.

ConduCt and Responsibilities of the Board and Directors

Principles

57. In this discharge of its role and functions every Board must conduct itself
with honesty and integrity and, above all, must always act in the best interests of the
company. When acting in the best interests of the company, directors should consider
the interests of all shareholders and other stakeholders.

58. The Board must correct corporate misdemeanours as and ~ when they are
detected in order to ensure that the corporate goals are achieved and the integrity and
reputation of the company, its shareholders and other stakeholders are protected.

Recommendations

59. The charter referred to in paragraph 56 should set out the Board’ responsibilities,
which include that every director—

@

(b)

(©
(d)

O

has time and energy for , and commitment to, the company by attending a
minimum of seventy-five percent of Board and Board committee meetings,
all annual general meetings and all-stakeholders meetings, and assisting
the chairperson in answering questions raised at such meeting;

is knowledgeable about the financial, social and political environment in
which the company operates;

is in a position to make informed decisions;

acts independently and his her independence is constantly judged, assessed
and monitored in accordance with this Code;

possesses, to the extent possible, the requisite skills and knowledge in

relation to Information Communication Technology (ICT) and supportive
equipment.

60. The Board should ensure that—

@
(b)

(©

it obtains independent professional advice when necessary;

confidential matters of the company are treated as such asand are not
divulged to anybody without its authority;

procedures and systems on the governance of information, knowledge
and experience are established to act as checks and balances;
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(d) the performance of the company’s management is monitored and evaluated
against set targets, complemented by an appropriate reward system in
order to attract and retain talent;

(e) thecompanyisICT compliantinterms of requisite skills and, knowledge
5 and supportive equipment;

()  the company’s accounting and financial reporting systems are sound,;

(@ the company’s risk management measures and financial controls are
properly supervised,;
(h) the company’s systems, procedures and policies are in place to resolve
10 conflicts of interests among and between  directors, management,
shareholders, the company and other stakeholders;

(i) Corporate governance in relation to the company is properly monitored;
(j) the company is not a good corporate citizen but is seen to be one;

(k) every Board member is given an opportunity to disagree with fellow
15 members where necessary;

(I)  the company’s major shareholders and other stakeholders are identified and
a clear policy on communicating with and relating to them is formulated,

(m) the annual activity report of the company is submitted to the shareholders’
meeting for adoption.

20 duties of DireCtors
Principles

61. Directors have legal duties of good faith, loyalty, care, skill and diligent in
the discharge of their functions. They also have duties which are conscience-based and
reflect their culture and values.

25 62. The duty of good faith and loyalty requires that directors should honestly
apply their minds and act in the best interests of the company at all times, ensure that
there is no conflict between their interests and those of the company, and that they are
loyal to the company and its business.

63. The duty of care requires that directors should act with the degree of care

30 expected of a reasonable person in charge of the assets of an incapacitated person,

that they are good stewards of the company’s assets, and that they apply their minds
honestly in making decisions concerning the company’s business.

64. The duty of diligence requires thatdirectors should understand the information

given to them and come to any decision making forum fully prepared and informed

35 about the issues to be discussed. In this regard directors must study, understand and
implement every duty imposed upon them by law or by best practice.

Moral Duties

65. The moral duty of conscience requires that directors should act with intellectual
honesty and independence of mind in the best interests of the company and in accordance
40  with the principle of inclusive stakeholder approach to corporate governance.

66. The moral duty of character requires that directors should be of, and show,
good character in whatever they do for the company and that they are always candid
and possess the courage to do the right thing.

67. The moral duty of hard work requires that directors should always see personal
45 benefits as being bi-products of hard work.

68. The moral duty of patriotism and survival in the face of adversity requires
that director should work for the good of the country and the resourceful, innovative
and creative especially when faced with difficult circumstances.
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69. The moral duty of inclusivity requires that directors should take an inclusive
approach by embracing the legitimate interests and expectations of the company and
all its stakeholders in decision making and strategy.

70. The moral duty of common sense requires that directors should have the ability
to listen and to find their way in the world of business.

71. The moral duty of speaking the truth all the time requires that a director should
not only always speak the truth but should also show that he or she believes in what
he or she believes in what he or she says and acts on it.

72. The moral duty of courage requires that a director should overcome fear in
order to do the right thing; that he or she should take a position even if it makes him
or her unpopular and that he or she should create an ethical environment even when
faced with opposition from superiors and subordinates.

73. The moral duty of conviction requires a director to show commitment and
passion in whatever he or she does.

74. The moral duty of creative requires a director top inspire and generates
trust in others; think about others and their concerns before thinking about himself or
herself; trust in his or her intuition and rely on it as much as he or she relies on his or
her intellect and experience and embrace change, and uncertainty.

75. The moral duties enumerated above find expression in the concept of Umuntu
(Hunhu) which is expressed as Umunhu, Ngumuntu meaning “I am because you are,
and you are because we are.

Recommendation
76. The Board of directors should engage in selective corporate disclosure.

77. The Board should not permit a situation to develop whereby the company is
shunned by investors because of a failure of the directors to meet the legal and moral
standards set out in this Code.

78. Directors should bear in mind that there is a strong link between law and best
practice codes in respect of principles of good governance.

Qualities, Membership Ciriteria and QualiﬁCations of Board Members
Principles

79. The Board should be composed of persons with good leadership qualities and
core competences required by the company required by the company, such as accounting
or financial EXPERTISE, LEGAL SKILLS, BUSINESS AND MANAGERIAL
experience, industry knowledge and strategic planning experience.

Recommendations

80. The charter referred to in paragraph 56 should set out core qualities,
membership criteria and qualifications of Board members including the need for the
appointment of Board members who—

(&) are mature and minimum qualifications as may be prescribed by the rules
of the company;

(b) have integrity, good character, high credibility, probity, assiduousness,
knowledge, and skill and experience required to bring an independent
judgement to bear on issues of strategy, performance, resources
mobilisation and utilisation, key appointments and standards of conduct;

(©) are up to date with tax obligations;

(d) have the academic qualifications required to understand and provide
corporate leadership and enhance shareholder value, preferably arelevant
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academic degree or other equivalent qualification as may be prescribed
by the board;

(e) havethe natural appetite for knowledge, self-improvement and the capacity
to define and achieve corporate goals in a time manner;

(f) have the necessary emotional and social intelligence and the capacity to
do what is right and good, an attitude premised on an inner value base
which includes maximising benefits and maximising harm to others;

(9) have an internal disposition that inclines towards justice before  profit
and truth before sales and personality that makes principle rather than
popularity the arbiter of morality;

(h) have competence in their field of endeavour and permanent commitment
to quality performance and a spirit of dedication to achieving the greatest
good;

() havethe ability to take into account the interests of all who may be affected
by the business decisions which they make before making them;

() always meet their own needs and requirements in ways which do not
compromise the needs and requirements of others;

(K) indulge in thinking that leads to the making of good choices; and
() have not been convicted of a serious criminal offence by a court of law.

directors: SeleCtion and Appointment

Principles

8L All directors should be appointed through a formal, robust and transparent
process that reflects broadly the diversity of the shareholders.

82. It is the Board’s responsibility to recommend directors for appointment and
shareholders’ responsibility to elect and appointthem.

83. No election or dismissal of any director should be left to the whims of the
controlling shareholder.

84. Where appropriate, a nomination committee should be established with clear
terms of reference on how to invite and recommend the nomination of new directors
by the Board and their election or re-election by shareholders.

Remuneration

85. The charter referred to in paragraph 56 should set out policies and procedures
for the selection and appointment of directors and provide that—

(@) the procedures for appointing Board members should be a matter for
the Board as a whole, assisted by the nomination committee where
appropriate, but subject to shareholders approving and electing or re-
electing the directors;

(b) the Board should determine the experience and personal traits of its
non-executive directors in relation to its size and the specific nature of
its activities;

(c) the Board should determine the nature of information which may be
disclosed by its prospective members including the identity of the
proposed candidates, their levels of education, positions held over the
last five years and at the time of nomination or election, nature of their
relations with the company, membership of other boards, company, nature
of relations with major business partners of the company and shareholders
and their financial standing;

(d) opinions and views of all shareholders should always be taken into
account when recommending persons for election of the Board. In this
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O

M

()

(h)

regard, block voting should be adopted to protect the rights of minority
shareholders;

the Board should ascertain whether potential candidates and competent to
contribute to decision making and that they have the necessary knowledge
and experience for fill any knowledge gaps on the Board as well the
integrity, skills and capacity to discharge duties of the Board;

the appointment of directors should be by written agreements between
them and the company and should incorporate a code of conduct of
directors and set out the remuneration payable to and the terms of the
terms of the insurance cover provided for directors;

the major or majority shareholders should not use their power to elect
to the Board persons who do not meet the criteria set by the Board and
approved by the shareholders;

where a nomination committee is established it should be chaired by an
independent non-executive director, be wholly composed of independent
non-executive directors and its tasks should include—

() determining the number of executive and non-executive posts
required;

@) recommending selection of Board members of the basis of established
and approved criteria only;

(i)  considering the number of other directorships held and the experience
of the proposed candidates;

(v) considering skills and past history of the proposed candidates;

(v) checking if the proposed candidates are fit and proper persons to
act as director with reference to their personal and commercial
references, their ages and community standing;

(M) consideration and recommendation the nomination, appointment
and election of the proposed candidates from a list of persons by
blocks of minority shareholders holding a minimum of ten percent
and a maximum of fifteen percent in the company, each block being
entitled to a seat on the Board;

(i)  considering and recommending the nomination, appointment and
election of candidates from a list of no more than three candidates

from a list of no more than three candidates proposed by institutional

investors, trusts or pension funds which together have a combined
minimum shareholding of fifteen percent and a maximum
shareholding deserving a seat on the Board,;

(vii)  considering the demands of other relevant stakeholders who may

require Board representation and advising on the best methods of
nominating, selecting, appointing orelecting their candidatesto take
up the seats.

board Composition, StruCture, Number and IndependenCe of Board

Principles

86. A Board should be appropriately composed and structured so as to ensure that
power is evenly balanced and that it is exercised in the best interests of the company.

87. The Board should ideally have a majority of non-executive members, the
majority of whom should be independent as defined in this Code.

88. Where a major shareholder is directly represented on the Board a formal
agreement which defines the shareholder’s rights, duties and obligations should be
concluded between the shareholders and the company and approved by a special
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resolution passed by elected Board members and shareholders present at a meeting
convened for that purpose.

Recommendations

89. The tenure of the chairperson of the Board should be confirmed annually by
5 the Board. The chairperson should not double up as the company’s chief executive
officer, but where this is inevitable—

(a) the appointment must be approved at the annual general meeting;

(b) asenior lead director should be appointed by Board members to perform
roles, duties and functions as may be defined by the Board ina formal
10 appointed contract;

(c) amajority of the Board members must be independent non-executive
directors.

90. A Board should—
(@) not be determined by a single individual or a group of individuals; and

15 (b) have an appropriate balance between executive and non-executive
directors and not less than sixty percent of board members should be
non-executive director and the majority of non-executive directors should
be independent.

91. The roles of the chairperson of the Board and chief executive officer should be
20 kept separate and where the two roles are merged, special reasons for combing the roles
should be disclosed and the safeguards provided in this Code must be implemented.

92. The Board should, where appropriate through committees composed only of
independent non-executive members or in which such members are in the majority. It
should have in place properly formulated terms of reference which include the scope

25 of authority, composition roles, responsibilities and duties of the committees. The
essential committees are Audit Committee, Risk and Committee, Dispute Resolution
Committee and Remuneration Committee.

93. A proper balance should be maintained between continuity of Board member-
ship and the sourcing of new ideas through the appointment of new members.

30 94. Every Board should consider whether its size, diversity and demographics
make it effective. Diversity relates to academic qualifications, technical expertise,
relevant industry knowledge, experience, nationality, age, race andgender.

95. When determining the number of directors to serve on the Board, the collective
knowledge, skills, experience and resources required for conducting the business of
35  the Board should be considered.

96. Factors determine the number of directors to be appointed include—

(@) the evolving circumstances, the needs of the company and the nature of
its business;
() the need to have sufficient directors to structure Board committees
40 appropriately;
© potential difficulties of raising a quorum with a small Board;
(d) the need to comply the regulatory requirements.

97. As aminimum, two executive directors should be appointed to the Board, being
the chief executive officer and the director responsible for finance. This will ensure
45 that there is more than one point of contract between the Board and management. As a
minimum, three non-executive directors should be appointed to the Board, the majority
of them being independent.
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98. Board members should not serve on more than six boards at the same time
and should this threshold be exceeded, the Board members concerned should give
good and sufficient reasons for that and demonstrate ability, availability and capacity
to discharge their roles, functions and duties in ways which best serve the interests of
the company, its shareholders and other stakeholders. Such reasons must be subjected 5
to scrutiny and approved by a resolution of at least fifty percent of shareholders present
at a meeting convened for that purpose.

99. A person should not be appointed as chairperson of more than four boards and
should this threshold be exceeded, then the person concerned should offer good and
sufficient reasons for that demonstrate ability; availability and capacity to discharge 10
their roles, functions and duties in ways which best serve the interests of the company,
its shareholders and other stakeholders. Such reasons must be subjected to scrutiny and
approved by a resolution of at least sixty percent of shareholders present at a meeting
convened for that purpose.

100. A director of a subsidiary company should not be appointed to sit onthe 15
Board of the holding company except as an alternate director for succession planning
purpose.

101. Chief executive officers should not trade Board positions with other chief
executive officers.

102. A Board should be composed and structured in such a way that it excludes 20
the influence of shadow directors, that is to say, persons who are not Board members
but are somehow able to give instructions to directors.

103. Directors appointed for their professional skills, such as lawyers, accountants
or engineers should not be allowed to provide professional services to the company
through their firms unless good reasons confirming convergence, and not conflict of 25
interest, exist. Such reasons must be approved by a resolution passed by a minimum
of sixty percent of Board members present at a meeting convened for that purpose and
disclosed fully in the annual report.

104. Any term exceeding nine years in aggregate for independent non-executive
directors should be subjected to a particularly rigorous review by the Board with 30
special focus on performance and any factors which may impair their independence.

The review must also take into account the need for refreshing the Board by making
new appointments.

105. An independent non-executive director may serve more than twelve
years if, after an independent assessment by the Board, there are no relationships or 35
circumstances likely to affect the director’s independence and decision making, such as
impairment of character or judgment by long service. A statement to this effect should
be included in the integrated report.

106. A Board member appointed as a special representative or by virtue of
employment status or representation ceases to be a member when such special status 40
ceases.

107. The size of the Board must be such that it allows for swift, prudent and
fruitful discussion and decision making and the efficient composition of committees.

the |ndependent Non-executive Director
Principles 45

108. Independent non-executive directors are appointed to serve the Board and
board committees, to balance corporate power and to protect the interest of the company,
minority shareholders and other stakeholders.

109. Independent non-executive directors should be independent in character and
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judgment and should not have relationships or circumstances which are likely to affect,
or appear to affect their independence.

Recommendations

110. Independent non-executive directors should remain independent throughout

5 their tenure as Board members. The Board must assume the responsibility of

determining, annually, whether a Board member is independent and fully disclose its
findings to the annual general meeting.

OffiCers of the Board
Main Principles

10 111. There should be a clearly accepted and delineated division of responsibilities at
leadership levels of the company to ensure that a proper balance of power and authority
exists and that no single individual has unfettered powers of decision making.

112. The chairperson of the Board should be chosen for his or her impeccable
professional reputation, ample managerial experience, undisputed integrity,
15 steadfastness, a clear commitment to the interests of the company and the unconditional
trust he or she enjoys from shareholders and members of the Board.

113. The chairperson of the Board should not perform the role of the chief executive
officer but if he or she does so, the principles enunciated in this Code should apply.

Recommendations
20 Chairperson

114. The Board as a whole must annually evaluate the independence of its
chairperson.

115. The Board should weigh any factor affecting the independence of the
chairperson against the need to preserve effective continuity in Board leadership.

25 116. The chairperson’s roles and functions should be formalized and, in doing so,
factors such as the life cycle or circumstances of the company, the complexity of the
company’s operations, the qualities of the chief executive officer and management team,
and the skills and experience of each Board member, should be taken into account.

117. Retired chief executive officers should not be appointed as board members

30 Or chairpersons of Boards until three years have passed from the end of their tenure as
executive directorsand, even then, they may only be considered for appointment as non-
executive members or chairpersons after they have been adjudged to be independent.

118. Aperson must not chair more than four boards of listed companies but where
he does so, the Board and shareholders must give their approval and, in the case of
35 shareholders, by a resolution passed at a meeting properly convened for thatpurpose.
119. The chairperson of the Board should—
(@) not be a member of the audit committee or its chairperson;
(b) not hair the risk or remuneration committee but may be a member of it;
(c) be amember of and may chair the nomination committee;

40 (d) provide leadership to the Board but without adversely affecting the
collective responsibility of the Board and the individual duties of its
members;

(e) setthe ethical tone for the Board;

(f) identify and participate in the selection of Board members with the
45 assistance of a nomination committee where it exists, and oversee the
formal succession plan of Board members, chief executive officer and

other senior management officers, such as chief finance officer;
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(g) formulate together with the chief executive officer and the company

®)

0)

(k)
V)

(m)
(n)

(0)
(p)

@
®

secretary, the annual plan of work of the Board on the basis of agreed
objectives and play an active part in setting the agenda of Board meetings
so as to have a clear understanding of the objectives of the meetings;

preside at Board meetings and ensure that the time devoted to the meetings
is used productively;

encourage collegiality among Board members but without inhibiting
candid debate and creative tension in Board meetings;

effectively manage conflicts of interest of Board members in ways which
ensure that directors concerned recuse themselves from participating in
discussions and decisions in which they are conflicted unless they are
required to provide specific input during any such discussions;

ensure that the information in the Board pack is couched in simple and
understandable language;

act as the link between the Board and management, and particularly
between the Board and the chief executive officer;

carry on friendly relations with Board members and management while
at the same time maintaining an arm’s length relationship with them;

ensure that complete, timely, relevant, accurate, honest and accessible
information is placed before the Board to enable the Board to make
informed decision;

monitor how the member of the Board work together and how individual
directors perform and interact at meetings;

know the strengths and weaknesses of each Board member and take
appropriate measures to address any weaknesses without losingsight of
human frailties;

develop the skills and enhance the confidence of directors by encouraging
them to speak and actively contribute at Board meetings;

build and maintain the trust and confidence of all stakeholders in the
company;

(s) uphold rigorous procedures in preparing for meetings by studying

and discussing with the chief executive officer the information packs
distributed to participants and providing appropriate input.

120. The chairperson of the Board should—

(@)

(b)
(©
(d)
O
M
()
(h)

ensure that all directors are made aware of their roles, responsibilities
and duties through a tailor-made induction programme buttressed by a
formal programme of continuing professional education;

ensure that good relations are maintained with the company’s major
shareholders and its strategicstakeholders;

ensure that decisions made by the Board are executed timeously and
effectively;

ensure that Board members operate as a team but without discouraging
creative tension between them which allows for effective debate;

ensure that chairpersons of committees attend and actively participate
at annual and extraordinary general meetings and stakeholder inter-face
meetings;

liaise with chairpersons of Board committees on matters of interest;

be a good listener and the last person to enter the debate and the last
person to express a view on an issue;

meet with directors in the absence of the chief executive officer and
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senior management at least twice a year to discuss performance issues
concerning management and the business;

(i) know his or her rights and duties when chairing the Board, shareholder
and other stakeholder meetings;

(j) interact with stakeholders of the company on a need to know basis;

(k) meet with the chief executive officer or the chief finance officer or the
company secretary, or all three of them together, before Board meetings
to discuss important issues and agree on the agenda;

() putin place a succession plan for his or her position to ensure continuity
and timely refreshment of talent and leadership;

(m) discourage intellectual naivety and encourage intellectual honesty among
and between members in Board discussions, reasoning and decision-
making.

Chief €xeCutive OffiCer and Other €xeCutive OffiCers
Principles

121. The chief executive officer or managing director is in charge of the day to
day running of the company. The Board may delegate certain of its roles, functions
and duties to the chief executive officer on the basis of established benchmarks and
performance indicators.

122. The collective responsibility of management vests in the chief executive
officer who bears the ultimate responsibility for all decisions and management functions.

Recommendations

123. The chiefexecutive officerand other senior executives of the company should
be appointed by the Board and be accountable to it.

124. The Board must ensure that the chief executive officer and the chief finance
officer are appointed in terms of written contracts of employment.

125. The chief executive officer’s remuneration should be based on individual
company and should also be performance and incentive based, and such remuneration
should be approved by shareholders in aresolution passed by a majority of the members
present at a meeting convened for that purpose.

126. The appointment of the chief executive officer must be based on merit; skill,
leadership qualities, and experience without losing sight of the need to promote gender
equality.

127. The chief executive officer should not be a chairperson or director of any
company outside the group without the written approval of the Board.

128. The chief executive officer or members of senior management must not chair
the boards of subsidiary companies but may be non-executive directors thereof.

129. Achief executive officer of a subsidiary company should not sit on the Board
of the holding company.

130. The chief executive officer and senior managers should ensure that—

(@ the day to day business of the company is properly managed within the
approved framework of delegated authority, company strategies, policies,
budgets and that business plans are timeously developed and presented
to the Board for its consideration and approval and Board decisions are
effectively implemented;

(b) the company has a corporate culture that promotes sustainable
ethical practices, encourages individual integrity and fulfils the social
responsibility objectives and imperatives of the company;
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(¢ the company complies with all relevant laws;

(d) the company applies all recommended best practice standards, failing
which they must explain the failure to the Board and stakeholders of the
company.

131. The chief executive officer should—

(@) serve as the chief representative of the company and its business;

(b) recommend or appoint the executive team and ensure that proper
succession planning;

(c) develop and recommend to the Board yearly business plans and budgets
that support the company’s long term strategies;

(d) develop and recommend to the Board yearly business plans and budgets
that support the company’s long termstrategies;

(e) monitor and report to the Board on the performance of the company and
its conformance with compliance imperatives;

(f) establish an organizational structure appropriate to the achievement of
the company’s strategies;

(g) set the tone, provide ethical leadership and create a good ethical
environment for management and the general workforce.

Company SeCretary
Principles

132. A company secretary plays a pivotal role in the corporate governance of
a company. He or she is the gate-keeper of good corporate governance and for this
reason the Board should appoint a suitably qualified, competent and experienced
company secretary capable of maintaining a cordial but arm’s length relationship with
the members of the Board at the personal level.

133. A company secretary must be appointed where it is mandatory to do so. In
other cases, consideration should be given to appointing a company secretary where
the size of the company and the demands of its business require it.

134. The power to appoint and remove a company secretary vests in the Board or
other authority depending on the nature and size of the company or entity concerned.

135. The Board should be aware of the company secretary’s duties and should
empower the company secretary to properly fulfill those duties.

136. The company secretary should not be a director of the company unless the
nature and size of the company or entity makes it necessary and the law permits it to
be done.

Recommendations

137. A company secretary should strive to achieve the realization of good corporate
governance principles by, among other things—

(a) assisting the nomination committee by ensuring that the procedure for
the appointment of directors is complied with;

(b) assisting in the proper induction, orientation, ongoing training and
education of directors and assessing their individual training needs and
those of executive managers in their fiduciary and other governance
responsibilities;

(c) assisting and guiding directors in appreciating their role, responsibilities
and duties, and discharging them in the best interests of the company;

(d) providing a central source of advice to the Board and within the company
on matters of good corporate governance, law and any developments or
changes thereto;
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(e) having a direct channel of communication with the chairperson and
being available to provide comprehensive practical support and advice
to chairpersons of the Board and Board committees;

(f) ensuring that—

(i) the charter of the company and the terms of reference ofthe Board
and its committees are kept up to date;

(i) sittings of the Board and Board committees are properly recorded
and that minutes are circulated with the approval of the relevant
chairperson;

(iii) Board resolutions are implemented timely and effectively;

(iv) Board members are collectively and individually evaluated annually;

(v) his or her role, functions and duties are assessed by the Board
annually and any amendments thereto are effected,;

(9) being responsible for the proper compilation and timely circulation of
Board packs;

(h) assisting the chairpersons of the Board and Board committees in drafting
yearly work plans.

(i) obtaining appropriate responses to or feedback on specific agenda items
and matters arising from meetings of the Board committees;

(j) raising any matters that may warrant the attention of the Board.
board PractiCes and ProCedures: T he Board”s Methods of VW ork
Principles

138. Board members, collectively and individually, should have clearly defined
methods of discharging their roles, responsibilities and duties in order to achieve the
company’s goals.

139. The Board must have such number of meetings as will ensure that critical
issues are properly ventilated, discussed and resolved and that decisions taken are
implemented in a timely manner.

140. The Board mustensure that procedures, practicesand systems are established
to enable the Board to make informed decisions and implement them timeously.

Recommendations

141. The Board should adopt method of work, systems, procedures and
processes which are designed to achieve effective interaction, decision making and
implementation.

142. The Board should meet as frequently as is practicable and, in any event, it
must meet at least once every quarter of the company’s financial year.

143. Board members should attend all Board meetings and should, in any event,
attend not less than seventy-five percent of the of Board meetings in a year and seventy-
five percent of the committee the committee meetings of which they are members.

144. The quorum of every Board or committee meeting must reflecta fair and
reasonable representation of both non-executive and independent non-executive
directors.

145. A board meeting should be held within one month after the date of the annual
general meeting. At such meeting Board committees should be established and their
chairpersons elected.

146. The Board must establish, develop and implement proper procedures,
processes and systems for conducting its meetings including procedures for passing
resolutions in exceptional circumstances.
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147. Board meetings are best conducted in face to face discussions but written
opinions and written voting preferences of absent members should be taken into
consideration and should be counted towards the quorum.

148. A resolution on matters which the shareholders regard as important should
be passed by personal votes.

149. Board members should be notified of the date, place and time of a meeting,
its format and agenda well in advance to allow them sufficient time to consider and
form an opinion on the agenda.

] Methods of delivering the Board pack and other important company
documents and information to Board members should be the most convenient and
acceptable to the members having regard to efficiency, reliability, secrecy and cost of
delivery.

8 The agenda should be structured in such a way that it separates formal items
from substantive items which require detailed submissions, debate and the passing of
resolutions.

B Important matters should be submitted to the relevant Board committee for
its preliminary consideration and guidance together with terms of reference which it
must act upon.

B The Board should determine what company decisions require the passing of
special resolutions apart from those prescribed by law as requiring such a resolution.

154. Board minutes and, where appropriate, verbatim reports of meetings of the
Board must be kept.

155. Persons who are not members of the Board may be invited, on notice to
the chief executive officer, to attend board meetings to answer questions and provide
insightinto any issue as the Board may consider necessary and on terms and conditions
specified in the invitation.

156. A Board member may individually meet with the company secretary,
members of senior management and any shareholder but must notify the chairperson
of the Board and the chief executive officer before the meeting so that chairperson
or the chief executive officer before the meeting so that the chairperson or the chief
executive officer may attend if they so wish.

157. The Chief Executive Officer and or its senior management must draw up a
formal schedule of matters specially reserved for its decisions in order to ensure that
the direction and control of the company remains firmly in its hands.

158. The Board must adopt efficient methods of informing and briefing the
chairperson of the Board and, where necessary, the Board members prior to Board
meetings.

159. The information needs of the Board must be well defined and regularly
monitored.

160. All Board membersshould satisfy themselves that, objectively speaking, they
have all material facts before participating in making any decision for the company.

Temuneration of Board Mlembers and Senior Ml anagement
Principles

161. The remuneration of Board members and members of senior management
should be fair in order to enhance their motivation, reliability, commitment and
effectiveness, promote the creation of value for the company and advance its short and
long term interests.
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162. The Board should promote a culture that supports enterprise and innovation
and which is complemented by appropriate short term and long term performance
related rewards that are fair and achievable.

163. The size and mix of the remuneration package of Board members and
5 members of senior management should attract, retain and motivate persons of high
calibre, relevant experience and appropriate skills, but must be affordable to the
company and based on individual company performance and should take into account
stakeholder interests.

Recommendations

164. Aremuneration committee should be established to assist the Board in setting
and administering remuneration policies that are in the company’s short and long term

interests.

165. The remuneration committee should be composed of independent non-
executive Board members, including the Board chairperson who shall not chair it.
15 The committee should be given clear terms of reference which indicate the scope of
its authority, role functions and duties, and how it relates to the Board.

166. A significant portion of executive directors’ remuneration must be linked to
corporate and individual performance and designed to promote long term success of
the company.

167. The level of remuneration of no-executive directors should reflect the
time dedicated by them to the company’s business, their level of commitment, role
responsibilities, duties, and experience.

168. The Board, and where appropriate, the remuneration committee, should
ensure that—

(@)
()
©

(d)

©)
(®

()]
(h)

the mix of fixed and variable remuneration, in cash or shares and other
benefits meets the company’s needs and strategic objectives;

all benefits, including pension benefits, are justified, correctly valued and
suitably disclosed;

non-executive director’s fees, including committee fees, reflect the
responsibilities borne by the directors throughout the year.  Such fees
should comprise a base fee which varies according to the level of expertise
of the director and an attendance fee;

the chairperson and other non-executive directors do not receive share
options or other incentive awards linked to the share price or corporate
performance but, where these awards are made, they must be approved
by a special resolution of at least sixty percent of the shareholders present
at a meeting convened for that purpose;

non-executive directors’ fees are approved by shareholders in advance
and not by ratification;

remuneration levels reflect the respective contribution of senior executives
and executive directors and that rigorous methods are used in selecting an
appropriate comparative group when determining remuneration levels;

annual bonuses clearly relate to the performance of executives against
yearly objectives consistent with long term value for shareholders;

multiple performance measures are used to avoid manipulation of results or
poor business decisions, for example, linking targets to bonuses, ensuring
that performance drivers are not duplicated and striking a balance with
the need to reward success over the long term;
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(i) employment contracts do not commit the company to pay any benefits
on termination arising from executives’ failure to carry out their duties;

(i) payments or benefits to executives on termination meet the requirements
of a balanced and fair remuneration policy;

(K) there is a contractual link between variable pay and performance and 5
that in the event of early termination, there is no automatic entitlement
to bonus fees or share-based payments;

(I) disciplinary procedures, a shorter notice period than that stated in the
contract will apply without any entitlement to compensation for the shorter
notice period,; 10

(m) employment contracts do not allow for compensating executives for
severance arising from a of change of control of the company;

(n) incentive schemes are regularly reviewed to assess their continued
relevance and impact on shareholder value and to guard against unjustified
windfalls or inappropriate gains from the operation of share-based 15
incentives;

(0) participation inshare incentive schemes should be restricted to employees
and executive directors and should have appropriate limits for individual
participation which should be disclosed,;

(p) all share based incentives including share options and restricted or 20
conditional shares, whether settled in cash or with shares, should align
the interests of executives with those of shareholders and should link
rewards to performance over the long term;

(@) highly leveraged incentive schemes are used with care because of their
potential excessive cost and risk to the company; 25

(r) share incentive awards and options are granted for periods which reduce
the risk of anticipated outcomes that arise out of share price fluctuations
or activity by adopting a single performance measurement period;

(s) the price at which shares are issued under a scheme should not be less
than the mid-market price or volume weighted average price; 30

(t) the rules of share option schemes provide that share or option awards are
not granted within a closed period and that no backdating of awards is
permitted,;

(u) options in share option schemes are not exercisable before the end of
three years or after ten years from the date of grant; 35

(v) the vesting of share incentive awards is conditional upon fulfilling
performance conditions and the vesting is done on a sliding scale to avoid
an “all or nothing” vesting profile;

(w) when an individual voluntarily leaves the company before the end of the
service period or is dismissed for good cause, any share based awards 40
which have not vested, lapse.

board Member Evaluation
Principles

169. The Board should—

(@) regularly assess its performance and effectiveness as a whole and the 45
performance and effectiveness of Board committees, individual directors
and the chief executive officer;

(b) setandachieve objectives for the continuous improvement in the quality and
effectiveness of its performance, including its performance during a crisis;
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(c) undertake a formal and rigorous annual evaluation of its own performance,
its committees and individual directors, which should be externally
facilitated every three (3) years;

(d) regularly review the degree to which its objectives are achieved and the
quality of its decisions;

(e) monitor and appraise on an annual basis the performance and effectiveness
of the company, its chairperson, heads of internal audit, company
secretary, directors collectively and individually, and its service providers;
and

(f) review the performance and effectiveness of individual directors.

170. The evaluation of the Board and the company’s performance should be based
on objective criteria.

171. Non-executive directors should take the lead in appraising the Board chair-
person’s effectiveness and performance.

172. The chairperson should act on the results of the performance evaluation and
address the strengths and weaknesses of the Board, its committees, individual directors,
the chief executive officer, the company secretary, head of internal audit and its service
providers.

173. Individual and collective evaluation of board members should aim to
determine whether each director continues to contribute effectively and demonstrate
commitment to the company, its shareholders and other stakeholders.

174. The chairperson should regularly review the performance of individual
directors and, where necessary, agree with each one of them on their training and
developmental needs.

Recommendations

175. The Board, through its nomination committee, should establish fair and
transparent standards and procedures for the assessment of its performance and
effectiveness.

176. The annual report of the company must reflect the results of the evaluation
of the Board and its committees.

177. As part of assessing its effectiveness the Board should, through its nomination
committee, regularly review the required mix of skills and experience in its composition
and other factors, such as its diversity.

178. The evaluation of individual directors should—

(a) takeintoaccounttheir contribution to the Board as measured against their
duties;

(b) be led by the chairperson, through the nominations committee, or by an
independent service provider; and

(c) be carried out on notice to them advising that they will be individually
assessed and of the criteria and procedures to be used during the
assessment.

179. The evaluation of the chairperson of the Board requires that—

@ an independent non-executive director of the Board or a senior lead
independent non-executive director or independent service provider
should be appointed by the Board to lead the process; and

(b the chairperson should not be present when his or her performance is
discussed by the Board.
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180. The evaluation of the chief executive office and other executive directors
should be—

@ carried out at least once a year by the chairperson of the Board or by the
nomination committee;

() anevaluation of their performance as both directors and executives of
the company;
(© aguidetothe remuneration committee in determining their remuneration.

181. The evaluation of the Board and its members requires that—

@ data for their performance assessment and appraisal should, among other
things, come through questionnaires prepared by anoutside service
provider known for its competence, experience and skill;

() datashould be collected through self-review and peer review procedures
under the supervision of the company secretary;

(c) the analysis of the data and findings thereon should be done by a neutral
service provider.

director Developn’lent
Principle

182. The induction and ongoing training and development of directors should be
conducted through formal and adequately resourced processes for them to deliver the
desired results.

Recommendations

183. The formal induction programme should—
(@) be established to familiarize incoming directors with the company’s

operations, its business environment and sustainability issues relevant
to its business;

(b) introduce the directors to members of senior management and apprise
them of their respective duties and responsibilities;

(c) meet the specific needs of the company and individual directors;
(d) enable new directors to make a maximum contribution as quickly as
possible.

184. Ongoing director development should be encouraged in the same manner
that continuing professional development is encouraged for other professionals.

185. Directors should receive regular briefings on matters relevant to the business
of the company, Changes and risks, laws applicable to the business of the company,
accounting standards, Policies and the environment in which the company operates.

186. Incompetent or unsuitable directors should be removed through a process
led by the chairperson.

CHAPTER 4
GovernanCe of Risk
Preamble

187. Businesses leaders should understand risk and how it can be measured,
eliminated or mitigated. Risk management systems on an enterprise-wide basis should
be independently assured for effectiveness in goal delivery.
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risk M anagement

Principles

188. The Board should ensure that principal risks are timely identified or detected
and managed in order to mitigate or reduce damages and losses to the company.

189. The Board should establish an efficient and effective system for the day to
day supervision of the company’s financial and business operations.

190. The Board must ensure that—

(@) risk assessments are performed on a continuous basis;

(b) a framework methodology is established to increase the likelihood of
anticipating unpredictable risks;

(c) management considers and implements appropriate risk responses;

(d) risk monitoring is carried out continuously by the risk committee and
management.

191. The company’s risk management policy and plan should cover—

(@) how risks are timeously identified and evaluated including methodsand
procedures on how management responds to them;

(b) details of the range and type of risk control measures which may be put
in place to prevent or mitigate the identified risks;

(c) details of how the risk management policy and plan is reviewed from
time to time to take account of changes in the control environment of the
company’s business.

192. The Board should receive assurances regarding the effectiveness of the risk
management processes.

193. The nature and extent of internal controls of a company depend on its size
and complexity and are informed by a cost benefit analysis.

Recommendations

194. The Board should—
(@) determine the levels of risk tolerance and the nature and extent of
significant risks it is will to embrace in achieving its strategic objectives;

(b) determine whether or not it is desirable to establish a risk management
committee to assist it in carrying out its risk related responsibilities or
in formulating such committee’s terms of reference or reviewing and
monitoring the committee’s performance;

() formulate, implement and review the company’s risk management policy
and plan;

(d) integrate the company’s risk policy and plan into the day to day activities
of the company.

195. The Board should ensure that processes are established to foster the complete,
timely, relevant, accurate and accessible risk disclosures to the shareholders.

196. The Board may, if deemed desirable, appointarisk management committee to
assistitin the discharge of its duties and responsibilities in respect of risk management.

197. The risk management committee’s responsibility should be clearly set out in
its terms of reference, which must deal with the scope of its mandate, its composition,
roles and duties and include provisions to the effect that—

(a) the risk management committee comprises executive and non-executive
directors, with the latter being in the majority, who should all be persons
with adequate risk management skills and experience;
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(b)

©

the risk management committee may supplement its risk management
skills and experience by inviting independent management experts and
senior management personnel responsible for the various aspects of risk
management to attend its meeting;

the risk management committee should be composed of at  least three

Board members and should meet every quarter of the company’s financial

year, preferably before every quarterly Board meeting.

198. The Board should evaluate the risk management committee’s performance
in terms of its mandate and effectiveness.

199. The risk management committee should, as its main function, consider the

risk management policy and plan of the company and monitor, evaluate and recommend
amendments to the risk management processes, procedures, policies and implementation

strategies, including—

@

(b)

identifyingkey principal risksthrough appropriate risk assessment, survey
and mapping strategies and procedures which may use data analysis,
business indicators, market information, loss control, scenario planning
and portfolio analysis, threats to various income streams, critical business
processes and dependencies of the business, sustainability dimensions of
the business and expectations of stakeholders; and

using other methods to identify and assess risks such as financial and
environmental audits and hazard and operability studies.

200. The risk management committee should ensure that—

@
(b)

(©
(d)
O

®

()]

risk frameworks or risk methodologies are implemented to increase the
probability of identifying unpredictable risks;

a systematic, documented, and formal risk assessment  exercise is
conducted at least once a year;

it receives and reviews a register of the company’s key risks;

management regularly considers and implements appropriate risk
responses which should be captured in the risk register;

management demonstrates to the committee the risk  responses which
provide for the identification and execution of opportunities to boost
company’s performance;

processes are in place for the timely and complete disclosure to the
shareholders of information on principal risk which is relevant, accurate
and accessible, together with the Board’s views on the effectiveness of
the risk management processes;

it receives assurance from the chief risk officer and chief audit executive
regarding the effectiveness of the risk management processes, including
ensuring that the risk management plan is integrated with the daily
activities of the company;

(h) it reviews arrangements in terms of which the company’s employees may,

(i)

in confidence, raise concerns about possible improprieties in financial
reporting and other matters as more fully set out in this Code;

as part of the management team, a chief risk officer is appointed with
sufficient authority, stature, competence, resources and independence
and reports functionally to the risk committee and administratively to the
chief executive officer and whose removal from office must be approved
by the Board and fully disclosed to the shareholders.

201. The risk management committee should, at least once a year, set the levels
and limits of the company’s risk tolerance and risk appetite and more regularly review
these levels or limits during periods of increased uncertainty or adverse changes in the
business environment.
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202. In setting the risk tolerance levels and limits, the risk management committee
should—

(a) consider risk factors in the external and internal business environment;
(b) measure these levels or limits quantitatively and qualitatively;

(c) use these levels or limits to set the parameters for the development of the
company’s business strategy;

(d) disclose in the integrated report whether the risk appetite exceeds or
deviates materially from the limits of the company’s risk tolerance.

203. In evaluating and ranking risks, the risk management committee should be
guided by the nature and size of the risk and its impact and likelihood of occurrence.

204. The risk management committee should ensure that in addition to the control
measures introduced by “SPAMSOAP labels” (Segregation of duties, Physical controls,
Authorisation and approval, Management controls, Supervisory controls, Organisation
as a control, Arithmetical and accounting controls, Personnel control), and depending

on the demands of the company’s business, additional minimum control measures such
as establishing a whistle-blowing function and an audit committee which operates
separately from the risk committee are implemented.

205. The whistle-blowing procedure must be documented and a copy given to
every employee. The procedure must give examples of the type of misconduct for
which employees should use the procedure and set out the level of proof required to
sustain an allegation.

206. The risk management committee and management should identify and
consider different ways in which the company can respond to the risk identified during
the risk assessment process, including—

(a) avoiding the risks by not starting the activity that creates exposure to the
risks;

(b restricting, reducing or mitigating the risks through improvements to
the whole environment, such as contingency and business continuity
plans. Risk treatment may include methods, procedures, applications,
management systems and the use of appropriate resources that reduce
the probability or possible severity of the risk;

© transferring the risk exposure, usually to a third party better able to manage
the risks for example, through insurance or outsourcing;

@ tolerating or accepting the risks where the level of exposure is as low as
reasonably practicable or where there are exceptional circumstances;

© exploiting therisks, where the risks exposure represent potentially missed
or poorly realized opportunity;

(H terminating the activity that gives rose to any intolerable risks;

@ integrating the risk responses outlined above.
independent External Audit, Methodology and Mlandate
Principles

207. A company’s financial statements must be audited by independent external
auditors who should assess whether the financial statements adequately reflect the
company’s financial position using the results based and risk based approach.

208. External auditors must be independent in that they should have nomaterial
relationship with the company whose financial statements they audit.

209. External auditors prepare an audit report for consumption by the company,
the Board, management and shareholders, as the case may be.
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210. The external auditors’ report must indicate whether the financial statements
give a true and fair view of the financial position of the company and the results of the
operations for the period in question.

Recommendations

211 External Auditors are necessary for assessing the soundness of internal
financial controls of a company and making recommendations for improvement where
required.

212 The external auditors’ report should state their responsibility, the scope of
work performed and their opinion on the financial statements.

213, The Board and the audit committee should agree on the fees and work plan
of the external auditors.

214. The audit committee should recommend to the Board the appointment,
retention and replacement of external auditors.

215. Inthe absence of a Board, external auditors should report to the shareholders
at the annual general meeting or at an extraordinary general meeting.

216. Recommendations from external auditors should include a discussion of
the main accounting policies, material weaknesses and significant flaws of internal
controls and procedures, alternative accounting approaches, instances of disagreement
with management and risk assessment and analysis of possible fraud.

217. The external auditors should be appointed for a pre-defined period of time.

218. If necessary, the re-appointment of external auditors should be preceded by
a formal and documented assessment of their independence and performance. Their
re-appointment should be approved annually by a simple majority of the shareholders
at an annual general meeting.

219. External auditors should not be allowed to provide consultancy work to the
company which they audit.

220. The audit committee and the Board must be familiar with all the services
provided by external auditors to ensure that the auditors’ independence is beyond
reproach and to avoid potential conflicts of interest.

221. The external auditors should give an assurance of their independence from
the company in writing on an annual basis.

222. The relationship between the external auditors and the chief executive officer
and other officers of the company should be based on professionalism and independence.

Internal Audit FunCtion, Methodo]ogy and Mlandate
Principles

223. The Board, through the audit committee, should be assisted by a competent
internal audit unit to provide assurance on internal controls, risk management and
governance processes in accordance with the standards of the Professional Practice of
Internal Audit.

224. The audit committee should oversee the internal audit function, evaluate its
performance and ensure that the internal audit function is subjected to an independent
quality assurance review.

225. The chief audit executive should report functionally to the chairperson of
the audit committee and administratively to the chief executive officer.
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Recommendations

226. The Board must ensure that there is a continuous and effective risk and
results-based internal audit.
227. The Internal audit unit should—
(a) evaluate the company’s governance processes;

(b) conductan objective assessment of the effectiveness of risk management
processes and the internal control framework;

(¢ systematically analyse and evaluate business processes and associated
controls;

(d) assess risk of fraud, corruption, unethical behaviour and other irregularities.

228. Internal controls should be established not only over financial matters, but
also over operational, compliance and sustainability issues.

229. The Board should ensure that the internal audit activity is sufficiently
empowered to perform its mandate.

230. The Board should define, approve and put in place an internal audit charter.

231. Theinternal auditactivity should adhere to the International Internal Auditing
Standards (l1IAS) and Code of Ethics.
232. An internal audit plan or activity should—
(@) follow a risk based approach;
(b) be informed by the strategy and risks of the company;
(c) be agreed and approved by the audit committee;
(d) be independent of management;
(e) be an objective provider of assurance predicted on—

(i) the risks that may prevent or slow down the attainment of strategic
goals;

(if) whether controls are in place and functioning effectively to mitigate
risks;

(iii)  the opportunities that will promote the attainment of strategic goals
as may be identified, assessed and effectively managed by the
company’s management team;

(f) submit to the Board at least once a year a written assessment of the
effectiveness of the company’s system of internal control and risk
management;

(g) form an integral part of the combined assurance model as an internal
assurance provider;

(h) submit to the audit committee a written assessment of internal financial
controls.

233. Management should specify the elements of the risk control framework.
Control
Principles

234. The Board should delegate to the audit committee its responsibilities of
general oversight and reporting of the company’s sustainability matters.

235. The financial statements should be used to provide well thought out
disclosures on the company’s governance and the board evaluation exercise.
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236. Financial statements and other financial information included in the report
should fairly present in all material respects the financial condition and results of the
operations of the company.

237. The board should—

(@ disclosetothe public, onanurgent basis, information on material changes
in its financial condition or operations;

(b) ifitisa listed company, prohibit the dealing in its shares by directors,
officers and other selected employees for a designated period preceding the
announcement of its financial results or during any other period considered
sensitive, and have regard to the listing requirements of the Zimbabwe
Stock Exchange rules and any other applicable rules and legislation in
respect of dealing of directors;

(© prohibitinsider trading and abusive self-dealing and ensure that members
of the Board and key executives disclose to the Board whether they,
directly, indirectly or on behalf of third parties, have a material interest
in any transaction or matter directly affecting the company;

(d) review transactions with related parties (including internal group
transactions) in order to assess risk and ensure that the transactions are
subject to appropriate restrictions (e.g. by requiring that such transactions
be conducted on arm’s—length term) and that corporate or business

resources of the organization are not misappropriate or misapplied; and
(e) formulate and document a formal written conflict of interest policy and
an objective compliance process for implementing that policy.

238. The chiefauditexecutive should have astanding invitation to attend executive
or management meetings.

239. The chief audit executive should be on the same level with other heads of
departments within the company.

Audit Committee
Principles

240. The Board should establish an audit committee but this will depend on the
nature and size of the company and the complexity and diversity of its operations.

241. The audit committee approves the risk based internal audit plan, the annual
expenditure and capital budget of the auditing department and evaluates the performance
of the internal audit function annually.

242. The audit committee should—

(a) assist the Board to fulfil its obligations relating to financial reporting by
appointing Board members to consider specific audit issues;

(b) strengthen the independence of the external auditors by providing them
with another channel of communication with the Board other than the
chairperson of the Board, chief executive officer, finance director or chief
financial officer;

(c) enhance, through the manner in which it discharges its function, public
confidence in the integrity of the company’s financial statements.
243. The audit committee’s functions vary from company to company but they
invariably include the following—
(&) recommending the nomination and remuneration of external auditors;
(b) reviewing the audit carried out by external auditors;
(c) discussing with the external auditorsany problemsthatarise during audits;
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(d) reviewing the company’s accounting policies and the need to make changes
to them;

(e) reviewing the company’s internal control environment;

(f) reviewing reports from the company’s internal audit department and
providing an independent reporting channel for the internal auditors who
would otherwise report to the finance director only;

(9) reviewing the half-year and annual financial statements prior to their
approval by the Board;

(h) reviewing the independence and objectivity of the auditors of the company;

(i) recommending to the Board the appointment of the chief financial officer
or financial director and reviewing his or her performance;

(J) ensuring that the company’s Internal control procedures are adequate;

(K) appointing a new firm of auditors and negotiating the audit fee;

() preparing the terms of reference of new auditors for adoption by the
Board.

Recommendations

244. The Board should ensure that—
(a) it builds and sustains an ethical corporate culture in the company;

(b) it clearly articulates the ethical standards and ensure that the company
take measures to meet them;

(c) there is adherence to and measurement of ethical standards in all aspects
of the business;

(d) ethical risks and opportunities are incorporated in the risk management
process;

(e) acode of conduct and ethics-related policy is implemented:;
(f)  the company’s performance in regard to its ethics is assessed, monitored,
reported upon and disclosed.
Combined Assurance

245. The Audit Committee should ensure that a combined assurance model
is applied to provide a coordinated approach to all assurance activities and that the
assurance covers all the significant functions within the organisation.

246. The combined assurance model aims to optimise the assurance coverage
obtained from management, internal assurance and external assurance providers on
the risk areas affecting acompany.

247. The combined assurance provided by internal and external assurance
providers and management should be sufficient to satisfy the audit committee that
significant risk areas within the organisation have been adequately addressed and that
suitable controls exist to mitigate and reduce these risks.

248. Internal audit should form an integral part of the combined assurance model
as internal assurance providers.

249. The combined assurance process should be aligned to the risk management
process in the organisation.

Recommendations

250. Every listed company must put in place a Combined Assurance to—

(&) coordinate the work of all assurance providers that, either directly or
indirectly, provide the board and management with certain assurance;

(b) provide a communication forum for the work of internal audit, external
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(©
@
C)

audit third party assurance providers and management in support of the
need to reportinan integrated and holistic manner to the audit committee;

standardize risk assessment processes and foster the use of a common
risk language in order to promote comparability across the company;
discuss and create common approaches to risk management and coordinate
management control self-assessments;

ensure thata combined assurance report is presented to the risk committee
quarterly.

251. The key stakeholders in the combined assurance process are the internal
audit unit, the external auditors and management.

252. The internal audit unit should—

@
®)

©
©)
©

annually conduct a formal and documented review of the design,
implementation and effectiveness of internal financial controls;

provide independent assurance on the integrity and robustness of the risk
management processes and a written assessment of the effectiveness of
the system of internal control and risk management to the Board,
evaluate governance processes including ethics and setting the right “tone
at the top”.

assure the Board that the combined assurance model is coordinated to
best optimise costs, avoid duplication and prevent an assurance overload;

report to the audit committee on how management has or will repair
deficiencies in the system of governance and the risk control framework.

253. The external auditors should—

254,

@

liaise with internal audit and risk management committees on the scope
and extent of coverage; and

(b) report on material weaknesses in financial control and finance management

systems, whether from design, implementation or execution perspectives,
that result in actual material financial loss, fraud or material misstatements.

Management should—

@
(b)
(c)
(d)
(e)
(

()]
(h)
(i)
1))

coordinate the management control self-assessment exercise;
implement risk management processes;

develop a risk management policy and plan, including definitions
of risk and risk management, objectives, risk approach, philosophy,
responsibilities and ownership for risk management;

specify the elements of a control framework according to which the
company’s control environment can be measured,;

implement specific risk limits and tolerances aligned with overall  risk
limits set by the Board;

promote accountability to the Board for designing, implementing and
monitoring the system and processes of risk management and integrate
it into day-to-day activities;

maintain a risk register and measure risk management performance against
key result indicators (KRISs);

ensure risk responses are effective and efficient in design and operation;
track implementation of responses and analyse and learn from changes;

provide the Board with assurance that it has implemented and monitored
the risk management plan;
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(k) demonstrate clear links between risk management and independent
assurance.

Whistle- Blower Policy

255. Awhistle-blowing system that is independent, trusted and anonymous is key to
5 theeffective implementation of an ethical corporate culture and fraud risk management
strategy. A whistle-blower provides evidence of a waste of funds ormismanagement.

256. People blow the whistle because they have been unable to approach or to
get a response from the company’s management through normal lines of reporting and
resort to someone else with the information they have.

10 257. There is a strong connection between corporate governance and whistle-
blowing.

258. Whistle-blowing helps to uncover significant risks and, for this reason,
procedures should be put in place to encourage honest whistle-blowing whilst at the
same time discouraging malicious accusations and allegations from employees against

15  their bosses.

Recommendations

259. The board should—

(a) take measures to manage whistle-blowing in terms of set procedures,
proper analysis of reports received and acting to correct the misconduct
20 reported upon;
(b) have afair system, known to the employees, for dealing with reports from
whistle-blowers so that an honest individual does not feel under threat
when making an allegation;

(c) make a formal statement to all employees that it takes seriously any
25 genuine whistle-blowing and the allegations ofwhistle-blowers;

(d) indicate to employees what it regards as failures in the system sufficient
to justify whistle-blowing;
(e) respect individuals who blow the whistle;

(f) giveanassuranceto itsemployees that it will take every measure to ensure
30 that there is no victimisation of whistle-blowers;

(9) provide employees with an opportunity to voice their concerns outside
the line management but within the company structures.

260. Whistle-blowers should be able to take their concerns to the parson designated

to manage the whistle-blowing procedures. The person designated to receive. Investigate

35 and act upon complaints reported should either be an internal auditor or a company

secretary or a professional body such as a firm of accountants. However, employees

who make false claims or allegations should be subjected to disciplinary measures
which should be made known to the employees in advance.

CHAPTER 5
40 Information Managelnent and DisClosure

Preamble

261. Disclosure relating to the company and its business in all its varied forms,
content, and pitch, explicitness of language, relevance, impact, and accessibility to all
stakeholders is pivotal to the culture of building confidence, accountability and trust

45 within the company. Disclosure is necessary for the company to remain trustworthy
in the eyes of its stakeholders and to attract investment. It assist stakeholders to make
informed decisions relating to the company’s activities.
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Information and Management

Principles

262. The Board should establish systems for—

(@ managing the company’s information assets and the performance of the
data functions;

(b) ensuring the timeous availability of information through effective
information systems;

(¢ implementing a suitable information security management programme;

(d) ensuringthatall sensitive information is identified, classified and assigned
appropriate handling criteria;

() managing the risks associated with information and information systems;

() establishing processes to ensure continuous monitoring of all aspects of
information and maintaining and monitoring of data quality;

(@) formulating business continuity programmes addressing the company’s
information recovery requirements and ensuring that such programmes
are effectively aligned to the company’s business activities.

263. The Board should ensure that regular, accurate, complete, timely, reliable, easy
to understand and relevant material is made available to all shareholders and directors
without compromising the confidentiality and commercial sensitivity of such material.

264. The data and information disclosed should enable the company, its
shareholders and other stakeholders—

(@ tomake informed decisions regarding their participation in the company
or its business activities;

(b) to evaluate the company’s position and its business activities;

(c) tocheck and challenge the company’s compliance with the law and best
practice codes on corporate disclosures;

(d) tobeinformed and then monitor and evaluate the execution of decisions
and resolutions made by the Board or at other levels of the company;

(e) toinformed about the extentto which corporate leadership isaccountable.

265. The main disclosure must be made to all the company’s stakeholders and
where preferential disclosure is made, corrective action should be taken to redress the
wrong done within a reasonable time, giving reasons why the wrong was committed
in the first place.

266. The disclosure should be holistic and guided by the triple bottom line approach
of profit, people and planet.

267. Companies should understand and manage the risks, benefits and constraints
of ICT in relation to disclosure of information.

268. Disclosure should be in the form of written reports which are original,
balanced and give precedence to substance over form.

269. Disclosure should be made at least half yearly and more frequently when
material developments affecting the company occur.

270. Every company should have a disclosure policy which outlines, among other
things, the implementation, monitoring and review of the main disclosure principles
set out in this Code.

271. All executive and non-executive directors should have access to Board papers
and materials and should be able to respond to any queries raised as promptly and fully
as possible.
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272. Full minutes of meetings of the Board and of shareholders must be kept by
the company secretary and be open for inspection at any time during office hours on
reasonable notice to the company secretary.

273. Ifacompany is under the control of another company, consolidated financial
statements and combined financial statements should additionally be disclosed.

274. Where the Board has made decisions on matters of strategic and operational
importance, full, timely and accurate disclosure should be made of them including
details of the attending directors and voting results, if any.

275. Every company should give its shareholders and other stakeholders ample

10 opportunity to inspect corporate books, records, minutes of Board meetings and stock
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registers and provide them with annual reports and financial statements free of charge
and without restriction butsubject only to the company’s confidentiality and commercial
sensitivity rules.

276. Where the interests of the company’s stakeholders and the company’s business
conflict, such development should be disclosed subject to materiality thresholds as may
be prescribed by the Board from time to time.

277. Every company must ensure that in making disclosures a broad range of
communication channels are used bearing in mind the need to ensure that critical
financial information reaches all shareholders at the same time.

278. Where appropriate, the results of all company decisions should be publicly
disclosed.

279. Information to be disclosed should be prepared, audited and made available
in accordance with the high accounting, financial and non-financial disclosure.

280. Acompany should not disclose its financial statements unless they have been
approved by the Chairman of the board and have been signed by the chief executive
officer (CEQ) and the chief finance officer (CFO).

281. The Board should be responsible for the governance of the company’s
information communication technology.

282. The Board should establish a system for identifying and printing company
information as an important business asset.

283. The board must ensure that an information security management system
(SMS) is developed, implemented and recorded in an appropriate and applicable
information security framework.

284. The board should supervise the information security strategy and delegate
and empower management to implement it.

285. The ISMS should include the following high level information security
principles—
(@) confidentiality of information;
(b) integrity of information;
(c) availability of information systems in a timely manner;
(d) retention of information.

286. The Board should provide leadership and direction to ensure that the
company’s information Communication Technology, ICT, achieves, sustains and
enhances the company’s strategic objectives.

287. The Board should take necessary steps to ensure that there are processes in
place for the complete timely, relevant, accurate, integrated and accessible ICT reporting
by management to the Board and by the Board to the shareholders.
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288. The Board must establish a robust process for identifying and exploiting
opportunities to improve the performance and sustainability of the company through
effective and efficient ICT use.

289. The Board should ensure that ICT frameworks, policies, processes, procedures
and standards are implemented with a view to minimising ICT risks, delivering value,
ensuring business continuity and assisting the company in managing its ICT resources
efficiently and costeffectively.

Recommendations

290. The company should have a written policy on disclosure.

291. Disclosure should include material information on—

@
(b)
©
@
®
0)
@
@)

0]
0

®

0]
(m)

()

(0)

()
(@

0

®

financial and operating results of the company;

company’s objectives;

major share ownership and voting rights;

members of the Board and key Executives;

material foreseeable risk factors;

material issues regarding employees and other stakeholders;
governance structures and policies;

capital structure and arrangements, if any which enable certain shareholders
to obtain a degree of control disproportionate to their equity ownership;

the extent to which projects and policies that diverge from the primary
corporate objective of generating long term economic profit are pursued,;

sources of funds used to re-purchase shares by the company, the number of
shares re-purchased, the price, the method of re-purchase and such other
information as may be required in the public interest or for the protection
of shareholders;

management decisions and analysis reports on—
(i) industry structure and developments;
(if) opportunities and threats;
(iii) segment or product performance;
(iv) risks, concerned and internal control systems and their adequacy;
financial performance with respect to operational performance;

material developments in human resources and industrial relations,
including the number of people employed, their gender and age profiles;

transactions which have a bearing on conflict or convergence of interests
on the part of directors, senior management, shareholders and other
stakeholders;

the financial situation, performance, ownership and governance of the
company;

reasons for any resignation or removal of any member of the Board;
disclosure to the Board of the main assets of each Board member as of
the date of the report;

the structure of the board, highlighting its size mix of skills and the
attendance frequency of Board members;

whether or not the chief executive officer doubles as Board chairperson
and, if so, detailed reasons why that is so together with the voting results
on this issue if any poll was demanded and taken;

the work of, and reports prepared by, committees including the names and
status of the committees and the committee meetings attendance registers;
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earnings results, requisition or disposal of assets, changes in the
composition of the Board, related party transactions, shareholding by
directors and changes to share ownership;

the company’s current situation and prospects and the manner in which
it operates and applies corporate governance principles;

whether one or several shareholders caused an increase of share capital
by contribution in kind and the reasons therefore;

comments of the Board on the adequacy of the internal controls of the
company;

the nature and extent of the company’s social transformation, ethical,
safety, health and environmental management policies and practices; and

full reasons for the resignation or dismissal of external auditors; if that
has happened.

292. Disclosure should also include information on—

@

(b)

the performance and evaluation of Board members at Board meetings,
the issuance of independent opinions and opinions regarding related
party transactions, appointment and removal of directors and senior
management personnel and the composition and work of specialized
Board committees;

the company’s remuneration policy and directors’ remuneration
including—

(i) salary, benefits, bonuses, stock options and pensions;

(ii) details of fixed componentand performance linked incentives along
with the performance criteria;

(iii) fees and other reimbursement or emoluments payable to independent
non-executive directors;

(v) all pecuniary relationships or transactions of non-executive directors;

(V) the total cost of remuneration and expenses of each Board member;

(vi) all balance sheet and off-balance sheet compensation awarded to,
earned by, paid to, or to be paid directly or indirectly to, all key

members of senior management, including the chief executive
officer.

(vii) separate amounts for each of the payment categorie — fees, quotas,
profits shares and bonuses — received by each director or senior
manager;

(viii) any fixed term contract exceeding four terms of three years each

and detailed reasons for extending the contract beyond the twelve
year cap;

(c) share ownership pattern of connected parties where the total shareholding

(d)
O

®
©

is greater than 5% of outstanding shares;

names of shareholders who own more than 5% of the issued share capital
either individually or collectively or directly or indirectly;

the identities of persons who control the company or who have a significant
ownership of the company or who, through indirect shareholding such as
trusts or other legal devices are linked materially to such persons;
whether the company has complied with this Code during the accounting
period and if the company has not complied, the reasons for the failure;
information or data which a director or any stakeholder of the company
is aware of which reasonably indicates that the company is not, or was
not, for any depart of the accounting period, in compliance withthe law
or this Code;
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®)

(k)
U]

(m)
()

©)
(9)

non-compliance with any recommendation in this Code with reasons
therefore;

any differences between the company’s corporate governance practices
and this Code and the reasons for such differences and any plans for future
measures to harmonize them;

the percentage of Board members who are independent and the company’s
definition of independence;

whether or not Board representation satisfies the requirement to fairly
reflect the investment of the minority shareholders in the company;

the name of the company’s external auditors, their leading partner, the
profile of their professional teamand their claimed and real competencies;

the company’s statement of ethics and business practices for directors
and employees;

the pattern of shareholding showing the aggregate number of shares held
by—
(i) associated companies or undertakings;

(ii) directors, chief executive officers and their spouses and children
and other family members;

(iii) senior executive;
(iv) local and foreign public sector companies and corporations;

(v) banks, development finance institutions, non-banking finance
institutions, insurances companies, and mutual funds;

(vi) shareholders with ten percent or more voting rights and how they
are related;

a full statement on the responsibilities of the directors;
relevantbalance sheettransactionsand the materiality level fordisclosure.

293. Every company should disclose to its shareholders and other stakeholders
the essentials of its dividend policy, including—

@

(b)
©
(d)

(e)
)
9

how the company determines the portion of the profits to be paid out as
dividends;

conditions for the payment of dividends;

the minimum amount of dividends for each category or class of shares;

the criteria and basic rules used by the Board for making decisions on
payment of dividends;

the distribution of net profits;
the procedure for payment of dividends, it none were paid,;
the reasons for non-payment of dividends, if none were paid.

294. Voting agreements among shareholders must be disclosed to the company
and to the stakeholders.

295. All transactions involving property of the company whose value is equal
to or in excess of 2% of the current assets of the company and which may affect the
market price of the company’s shares must be disclosed.

296. Reasons for issuing new shares and the names of the purchasers, especially
those who purchased or intended to purchase a large percentage of the shares should
be disclosed to the company’s stakeholders.

297. The company’s financial position should be disclosed as required by law, in

particular—
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(b)
(©
(d)
O
®
()

(h)

the net profit of the company as awhole, including the net operating profit,
the net profit per share, and the net operating profit pershare;

details of change in asset composition and structure over the three years
preceding the reporting date;

details of change in asset composition and structure over the three years
preceding the reporting date;

estimates of current and prospective liquidity of assets;
profitability analysis;
the percentage share of export income of the company, ifany;

assessment of the factors that influence the company’s financial position
and the results of its financial operations in the preceding year;

market trends that are likely to affect the company’s financial position.

298. Information on critical factors that may be material to shareholders and
investors must be disclosed to them including—

(@)
(b)

any change of the company’s name.
decisions on increasing or decreasing the authorized and issued capital;

(c) any acquisition by the company of its own shares, the sources of funds to

(d)
©

®

acquire the shares, the quantity of shares acquired, the acquisition price
and the reason for the acquisition;

any increase or decrease in the company’s share price of at least 5%);

any discontinuance of the business of the company whose sales accounted
for at least 10% of sales revenue for the fiscal year preceding the reporting
year;

any changes in the company’s priority areas of operation.

299. During preparations for a general shareholders” meeting and  during such
a meeting shareholders must be given cost effective information on each item of the

agenda.

300. If the company’s reorganization or restructuring is on the agenda of the annual
general meeting the following information must be given to shareholders—

(@)
(b)

(©
(d)
)

®
(9)

the rationale for the company’s re-organization or restructuring;

the opinion of a professional securities market expert on the re-organisation
or restructuring;

annual statements and annual balance sheets for the preceding three fiscal
years of all entities taking part in the re-organization or restructuring;

prospects for the company’s development, including sales, productivity,
market share, income generation and profitability;

major risk factors;
relationships with competitors;

a review of the most significant transactions of the company during the
year.

302. The age, profession, principal place of work, citizenship and other attributes
of each Board member should be disclosed in the annual report, including when the
member was first appointed and when such member was appointed to his or her current

position.

303. The annual report should incorporate a statement by the chairperson of the
Board and a statement by the chief executive officer or managing director in which
they evaluate the company’s performance during the year.

75



Public EntitiEs CorporatE GovErnancE

304. Information, knowledge and experiences which constitutes trade or
professional secrets or it commercially sensitive must be protected from disclosure.

305. The Board should consider and approve an internal company document on
information that constitutes credible professional and trade secrets and specify the items
that constitute trade or professional secrets including Board members’ engagement
contracts.

306. Contracts of employment should include provisions on non-disclosure of
information, knowledge and experience which constitute trade or professional secretes
of the company.

307. The company’s management must inform the Board whether the company’s
ICT function is—
(@) on track to achieve its objectives;
(b) resilient and agile enough to adapt to strategic needs;
(c) adequately protected from the risks it faces;
(d) capable of revealing any opportunities that can be recognized and pro-
actively exploited.
308. The chief executive officer should appoint a person responsible for the
management of ICT who—
(@) serves as a bridge between ICT and the business;
(b) understands the accountability and responsibility of ICT,;

(c) is business-oriented and understands business requirements, the long
term strategy of the company and can translate these into efficient and
effective ICT solutions;

(d) has astrategic approach to business and is able to foresee the integration
of ICT into business strategic thinking and to develop it;

(e) isable to exercise care and skill in designing, developing, implementing
and maintaining sustainable ICT solutions.

309. The Board should monitor and evaluate significant ICT investment and
expenditure by overseeing the proper value delivery of ICT, ensuring that the expected
return on investment is delivered and that the information and intellectual property
contained in the information systems is protected.

310. Inthe acquisition and disposal of ICT goods and services good governance
principles should apply to all parties in the supply chain.

311. The Board should obtain independent assurance of the company’s ICT
governance and controls supporting ICT services.

312. ICT risks should form part of the company’s risk management processes
covered in Chapter 4.

313. Management should regularly demonstrate to the Board that the company—

(@ has adequate business resilience and strategies for disaster recovery arising
from or in connection with ICT related risks;

() is insulated from legal suits arising from or in connection with the
possession, ownership and operational use of the ICT technology by
ensuring that ICT related laws, rules, codes and standards are compiled
with;

(© usesICTtoassistitin managing risks incompliance with applicable laws,
rules codes and standards.

314. Companies should publish on their websites the texts of their memorandums
and articles of association and any amendments thereto, quarterly reports, audit reports,

76

10

15

20

25

30

35

40



Public EntitiEs CorporatE GovErnancE

10

15

20

25

30

35

40

45

important information relating to general shareholders meetings of the company and
important resolution of the Board relating to the company’s development strategy.

315. Company disclosure, as prescribed by the law, codes and standards, should
be complied with.

Integrated and Sustainability Reporting

316. Integrated reporting incorporates a company’s strategy, governance,
financial performance and future outlook in one report. The report should also contain
environmental, social and governance issues which impact on the company’s operations.
The integrated report should be guided by the requirements of the Global Reporting
Initiative’s International Integrated Reporting Council (1IRC) as published from time
to time, and any other reputable international reporting framework.

317. The Board should—

@

(b)
(©
(d)

ensure that information which must be disclosed in terms of the law and
this Code is disclosed in an integrated manner which gives a holistic and
integrated representation of the company’s performance in terms of its
finances the its sustainability;

formally adopt a suitable reporting framework for use by management
in integrated and sustainability reporting;

be responsible for ensuring that a company has a formal process in place
for publishing the integrated and sustainability report;

be responsible, through its audit committee, for reviewing the information
to be published in the integrated report.

318. The integrated report should—

@)
(b)
(©
(d)
O
®

focus on strategic information about the company;

comment on financial and non-financial information;

as much as possible adopt a futuristic orientation;

address the needs of stakeholders both within and outside the organisation;
be concise and contain reliable and material corporate information;
include sustainable development and environmental impact assessments
and responses by the reporting entity.

Recommendations

319. The integrated report should—

@

®)

©
(d)

be prepared every year and contain adequate information about the
company’s operations, sustainability issues pertinent to its business, its
financial results and the results of its operations and cash flow projections;

be focused on substance rather than form and disclose information that is
complete, timely, relevant, accurate, honest, accessible and comparable
with the past performance of the company;

contain forward looking information;

describe how the company has made its money by reporting on the positive
and negative impact its operations have had on its stakeholders;

(e) highlight the company’s plans to improve the positives and eradicate the

M

(9)

negatives so as to enable stakeholders to make an informed assessment
of the economic value and sustainability of the company;

cover all areas of the company’s performance, reflecting the choices made
and the strategic decisions adopted by the Board, including reporting on
economic, social and environmental issues affecting the company;

comply with the third generation global reporting initiative guidelines
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of 2007 (G3 Guidelines) as amended from time to time provided such
compliance takes into account the company’s specific practical and
strategic needs, relevant areas of operation and stakeholders’concerns;

(h) demonstrate the linkages between the organisation’s strategy, governance
and financial performance and the social, environmental and economic
context within which it operates as well as the organisation’s ability to
create and sustain value in the present and in the future;

(i) give insight into the organisation’s strategic objectives, and how those
objectives relate to its ability to create and sustain value over time and
the resources and relationships on which the organisation depends;

(J) provide a basis for addressing the range of issues and opportunities
affecting he long-term business value by re-focussing reporting around
the organisation’s business model and operational priorities so as to reflect
the critical opportunities and challenges that affect the business;

(k) show the connections between the different component of the
organisation’s business model, external factors that affect the organisation,
and the various resources and relationships on which the organisation and
its performance depend,;

() include management’s expectationsaboutthe futureand other information
to help users of the report to understand and assess the organisation’s
prospects and any uncertainties it may be facing;

(m) provide insight into the organisation’s relationships with its key
stakeholders and how and to what extent the organisation understands,
takes into account and response to their needs;

(n) provide concise, reliable information that is material to assessing the
organisation’s ability to create and sustain value in the short, medium
and long term;

(0) deal with all the organisation’s material issues in an objective manner,
providing a balanced view of the organisation including what businesses
consider to be the best strategy to deal with the challenges they face.

320. To the extent that the integrated report is subject to assurance, the name of
the assurer should be clearly disclosed together with the period under review, the scope
of the assurance exercise and the methodology adopted.

321. The Board should delegate to the audit committee the general oversight
function of integrated disclosure. This committee should review the integrated report to
ensure that the information in it is reliable and that it does not contradict other aspects
of the report.

322. Organisations should have policies in place to determine the initiatives and
strategies to cover environmental and social activities. These policies should address
stakeholder and community interests/relations and management and provide a basis
for information to be included in integrated reporting.

Disclosure channels

323. The chief executive officer and the management of the company should
report to the Board and the Board to the shareholders. Any deviation from this order
of reporting must be disclosed by the Board to the shareholders with reasons therefore.

CHAPTER 6
Corporate Conflict Prevention and Resolution
Preamble

324. Corporate conflictsare inherentin business. They may be internal or external
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to the company. There is therefore a need to prevent conflicts and, where they occur,
they should be resolved inexpensively and timeously.

Principles

325. Prevention and resolution of corporate conflict makes it possible to safeguard

5 the rights of shareholders and protect the property and business reputation of the
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company.

326. Corporate conflict prevention and resolution must be based on the provisions
of the law and best practice codes.

327. For a company to successfully solve corporate conflicts, controversies and
problems and to achieve its corporate goals, it must establish conditions, processes,
procedures and systems for the prevention and resolution of corporate conflicts.

328. The Board is responsible for corporate conflict prevention, resolution and
review and may establish a corporate conflict resolution (CCR) committee to assist in
this regard.

329. In preventing or resolving corporate conflicts the needs, interests and rights
of the disputants must be taken into account and the processes involved must be cost
effective.

330. Inquisitorial alternative dispute resolution mechanisms as opposed to the
adversarial court based dispute resolution method should be preferred in corporate
dispute or conflict resolution because these mechanisms are more likely to build rather
than destroy relationships.

331. A distinction should be drawn between processes of dispute resolution
(litigation, arbitration, mediation, conciliation and others) and the institutions that
provide dispute resolution services.

332. In selecting dispute resolution institutions and regardless of the dispute
resolution processes adopted. It is an indispensible requirement that the institution is
independent and impartial in relation to the parties to the dispute.

3B Successful resolution of corporate conflicts entails selecting adispute
resolution method that best serves the interests of the company, preserves business
relationships and is cost effective and effective and efficient.

334 Insider trading and abusive self-dealing is prohibited.

3%. Corporate conflict resolution should initially be undertaken by the corporate
secretary who should record enquiries, letters or demands from stakeholders and take
a preliminary view of the conflict and then hand over the matter to the Board or the
CCR Committee for consideration and resolution.

Recommendations
Corporate Conflict Prevention

336. To ensure effective prevention and resolution of company conflicts, any
conflict which arises or may arise should be identified at a very early stage and should
be resolved effectively, expeditiously and efficiently.

337. Obtaining, attempting to obtain, or accepting any bribe, secret commission
or illegal inducement of any sort may give rise to corporate conflicts and the company
must actively discourage such conduct with appropriate sanctions.

338. Controllingshareholdersshould complywithapplicable lawsand regulations

45 in exercising their rights as investors and should be prevented from damaging the rights

and interests of the company and other shareholders by means such as asset restructuring
or by taking advantage of their privileged position to gain additional benefits.
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339. Company directors, officers and employees should not use their powers for
any improper purpose, take personal advantage of the company’s opportunities or allow
their personal interests to come into conflict with those of the company.

340. The personal interests of company directors, officers or employees or per-
sons closely associated with the company must not take precedence over those of the
company and its stakeholders.

341. Supervising oneself is a typical conflict of interest situation and must be
avoided hence the need to keep the positions of chairperson of the Board and chief
executive officer separate.

342. Transactions between the company and a major or  majority shareholder
should be at arm’s length, transparent and the essential terms thereof must be fully
disclosed in the annual report of the company for approval by shareholders.

343. The scope of authority of an agent regarding the prevention, resolutionand
review of corporate conflicts must be clearly defined.

344, Full and timely disclosure of any conflict or potential conflict must be made
to the Board.

345. In the extreme case of a continuing material conflict of interest, the person
concerned should consider resigning from the Board or the company.

346. Board members, company executives and employees should always recognize
that their primary responsibility is to act in the best interests of the company at all times.

347. Loan agreements between a company and its executive directors of persons
of equivalent level and officers are discouraged except where they are part of a
compensation scheme for company executives or employees but only to the extent
sanctioned by their contracts of employment or by the Board.

348. A company must establish mechanisms, procedures and systems whereby—

@ a majority of minority shareholders can trigger mediation, conciliation
or arbitration procedures to resolve conflicts between minority and
controlling shareholders and;

(b) conflicts between shareholders and the company or between controlling
shareholders and minority shareholders can be  resolved through
mediation, conciliation or arbitration.

349. Hiring of the company’s external auditors for non-audit services is
discouraged. External auditors should not be members of the Board.

350. A business courtesy, such as a gift, contribution or entertainment should
never be offered in circumstances that might create the appearance of an impropriety.

351. It is inappropriate to divert corporate funds, assets or profits to political
causes.

352. Company directors, officers and employees must avoid situations that
compromise their impartiality.

353. A company should not appoint as its chief executive officer or chief finance
officer its internal auditor or a member of the external audit firm or their spouses,
parents, dependent or non-dependent children unless a period of at least three years
has expired after they ceased to be chief executive officer, chief finance officer, internal
auditor or member of the external audit firm of the company, as the case may be.

354. Every listed company should prohibitthe dealing initssecurities by directors,
officers and other selected employees of the company for a designated period preceding
the announcement of its financial results.
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355. Directors, officers and employees of the company should not, whether for
their benefit or for the benefit of other persons, operate any business which is of the same
nature as, or competes with, the business of the company in which they are director,
officer or employee, as the case may be, unless approval of the Board has been sought
and obtained.

356. The appointment of nominee directors is discouraged.

357. A remuneration committee of the Board should be wholly composed of non-
executive directors and an independent director as chairperson.

358. Non-executive directors or any committee or the Board should not determine
the remuneration of non-executive Board members. This function should be given to
a neutral professional company to make recommendations based on fairness, industry
practice, Board member experience and contribution and the company’s ability to pay.

359. Non-executive members should be in the critical majority on the Board.
Dispute or conflict resolution

360. The company should give full and detailed answers to any reasonable queries
raised or requests made by shareholders or other stakeholders. A denial of a request or
query should be well founded and based on the provisions of the law or best practice.

361. When a shareholder or a stakeholder and the company have no dispute over
the essence of their obligations, but disagree on the procedure for and time, manner

20 and other conditions of performance of the obligations the parties should resolve the
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dispute amicably, quickly and inexpensively.

362. The CCR Committee should—

(@ be composed of independent non-executive directors, a representative of
minority shareholders who are appointed for their experience, integrity,
competence and effectiveness in corporate conflict resolution; and

(b) have its scope of authority, terms of reference, reporting structures and
methods of work approved by the board.

363. The principal task of the Board or CCR committee is to find a lasting and
rational solution that satisfies the interests of the company and the needs and interests
of the disputants.

364. Where a conflict arises between or among shareholders or between sharehold-
ers and other stakeholders, the Board or the CCR committee should act as intermediary
in the conflict and may suggest outsourcing the dispute to a mediator or other neutral
professional body for resolution.

365. An actual or potential conflict of interest involving a director, officer or
employee should be disclosed and the director, officer, or employee concerned should
not sit in any meeting which discusses the conflict. Any Board resolution regarding
the conflict should be passed by an affirmative vote which includes that of at least two
independent Board members.

366. A real or potential conflict of interest involving a Board member or a sub-
stantial shareholder should be dealt with only by the full Board or the CCR committee
at a meeting convened for that purpose.

367. The following factors should be taken into account in selecting a dispute
resolution process—

@) time available for the resolution of a dispute: Formal proceedings, in
particular court proceedings often entail procedures lasting many years.
By contrast alternative dispute resolution (ADR) methods, particularly
mediation, can be concluded within a limited period of time, sometimes
within a day;
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(b) principle and precedent: Where the issue in dispute involves a matter of
principle and where the company desires a resolution that will be binding
in the future, court proceedings are more appropriate;

(c) business relationships: Litigation and processes involving an outcome
imposed on both parties can destroy business relationships. By contrast 5
mediation or conciliation tends to preserve business relationships;

(d expert recommendation: Where the parties wish to negotiate a settlement
to their dispute but lack technical expertise to devise a solution, a
recommendation from an expert may be appropriate;

@ confidentiality: Private dispute resolution proceedings are generally 10
conducted away from public glare;

(f) rights and interests: It is important to appreciate that adversarial corporate
conflict resolution involves the decision maker imposing a resolution of
the dispute on the parties after considering the legal principles and rights
applicable to the dispute. This procedure results in a narrow range of 15
possible outcomes. By contrast the inquisitorial approach to corporate
dispute resolution which involves mediation, conciliation or arbitration
allows the parties to consider their current and future needs and interests
in fashioning a settlement of their dispute. Accordingly, where creative
and forward looking resolutions are required in relation to a particular 29
dispute, particularly where the dispute involves a continuing relationship
between the parties, mediation, conciliation or arbitration are preferable.

368. Toavoid prejudice, resolutions of corporate conflicts however reached should
be respected by the parties and implemented expeditiously.

CHAPTER 7 25
ComplianCe and EnforCement
Preamble

369. The nature and extent of compliance or enforcement of corporate governance

principles depends on whether they are required by law or by best practice. If it is the

law, then compliance with corporate governance principles is mandatory. Companies 30
must comply or else they face legal consequences, if it is best practice, compliance and
enforcement issues are determined by the principles of subsidiary and soft regulation.

The subsidiarity principle shies away from regulation prescribed by law as a source

of corporate governance. The principle simply states that one has to regulate all that
which is necessary and do so at the most local level possible. The soft regulation 35
principle, which is in keeping with the subsidiarity principle, seeks to enforce corporate
governance principlesthrough entreaty. Code prescriptions supplementand compliment

the mandatory prescriptions or the law, including listing requirements.

370. Different terminologies have been used to describe best practice enforcement
approaches. Some countries use the “comply or explain” principle and others use the 40
‘apply or explain” principle. The two principles are different. The “comply or explain”
approach denotes a mindless application of a code whereas the “apply or explain”
principle reflects an appreciation of the fact that it is often not a case of whether
to comply or not, but rather a case of considering how the principles of a code and
recommendations contained in it can be applied in the particular circumstances of a 45
given enterprise.

371. Following the “apply or explain” approach in making decisions, the Board can
conclude that to follow a recommendation would not, in the particular circumstances, be
inthe best interests of the company. It can then decide, giving the necessary explanation,
to apply the recommendation differently or apply another practice and still achieve the 50
objective of recommendation differently or apply another practice and still  achieve
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the objective of fairness accountability and transparency in corporate governance.
Explaining how the principles and recommendations were applied or, if not applied,
the reasons therefore, amounts to compliance. In reality the ultimate compliance with
statutory provisions but the stakeholders.

5 372. In this Code the “apply or explain” principle has been adopted because it has
a bias towards indirect coercion. This Code therefore relies on disclosure principles
to encourage compliance through linkage with membership to sector associations,
professional bodies and to support the legal license to be and remain in business. Ituses
the disclosure principles as a means of encouraging the adoption of specific corporate

10 governance practices without mandating actual practices. It recognizes that disclosure
alone has a significant coercive effect.

373. Voluntary codes rely on the market as an important mechanism for
encouraging compliance with the codes especially where compliance efforts are broadly
and widely disclosed or surveyed. Therefore Zimbabwe has two major sources  of

15  corporate governance namely, the law and the voluntary codes on corporate governance.

Principles

374. The Board is responsible for the company’s compliance with applicable laws
and non-hinding rules, codes and standards and it should ensure that the company, its
officers, employees and agents comply with and adhere to them.

20 375. The risk of non-compliance should form an integral part of a company’s risk
management framework.

376. The Board should delegate to management implementation of an effective
compliance framework and the processes connected with it.

377. The Board should ensure that compliance is understood to be more than mere
25 observance of laws and regulations but an ethical imperative for the governance of the
company. Compliance with applicable laws must be understood not only in terms of
the obligations which the law creates but also in terms of the rights and protections
that it affords to the company.

378. Information disclosed by the Board about compliance with the applicable
30 laws, rules, codes and standards should enable investors and other stakeholders to
assess the governance of the company when making investment decisions.

Recommendations

379. The Board must make adequate and reasonable disclosure about the extent
to which the company complies with laws, regulations, non-binding rules, codes and
35 standardsand give adequate and verifiable reasons for the extent of any non-compliance.

380. Where the Board delegates its compliance verification function to management
or one of its committees, such delegation must be guided by the Board’s assessment
of the knowledge, effectiveness and experience of management or the committee to
which the function is delegated.

40 381. The Board should disclose in the integrated report details on how it is
discharging its responsibility to ensure efficacious processes and an effective compliance
framework.

382. The disclosure of the extent of non-compliance with applicable laws, rules,
codes and standards requires the Board to give full, objective and verifiable explanations
45 including—

@ whether or not the non-compliance was intermittent or permanent
throughout the reporting period;

() whether the company did not comply with some of the provisions of the
code and, it so, which ones;
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(©) thereasonsforthe non-compliance together with areview of those reasons
and approval by the company’s external auditors and the Board before
publication;

(d) whether or not compliance with any, and if so which, of the provisions
of this Code are mandatory or voluntary for the company’s membership
of professional bodies or associations and for obtaining business licenses
or listing on the Stock exchange;

(e) therisk of non-compliance as identified, assessed and responded to through
the company’s risk management processes.

383. A company should understand the context of the law within which it does
its business and dhow other applicable laws interact with its business.

384. Compliance with applicable laws, rules, rules, codes and standards should
be pro-actively and systematically managed. Compliance issues should be regular
items on the agenda of the Board even if this responsibility was delegated to a separate
committee or function within the company.

385. The Board has a duty to take the necessary steps to ensure the identification
of the laws, rules, codes and standards applicable to the company, its stakeholders and
its business.

386. The Board should be informed of applicable laws, rules, codes and standards
and any changes to them as part of their induction and ongoing training and education.

387. Management should develop a compliance policy for the approval of the
Board and be responsible for implementing the policy and reporting to the Board
regarding compliance.

388. Compliance policies should be integrated and aligned with other business
efforts and objectives to avoid duplication of effort and to take advantage of opportunities
for synergies.

389. Compliance with laws, rules, codes and standards should be incorporated
in the code of conduct of the company to entrench a compliance culture. Employees
should be encouraged to understand and, as necessary, implement the laws, rules codes

and standards of good corporate governance.

390. A compliance culture should be developed and encouraged by the leadership
of the company through establishing appropriate structures, education and training
programmes, communication and key compliance indicators.

CHAPTER 8
Stakeholder Relati onships
Preamble

392. Acompany is a multi-interest enterprise. It binds itself to contracts and can be
held legally responsible for its actions. It has many stakeholders who have vital interests
in its operations and results. Its operations have consequences beyond itself as  they
always affect, in one way or another, the community in which it carries on business, the
national economy and society in general. In the governance of a company therefore,
a balance has to be maintained between the maximization of shareholder value and
interests and the protection and promotion of the interests of other stakeholders.

393. A stakeholder can affect or can be affected by a company’s operations.
“Stakeholder” includes shareholders, institutional investors, creditors, lenders, suppli-
ers, customers, regulators, employees, trade unions, the media, analysts, consumers,
society in general, communities, auditors and potential investors.

394. Stakeholders are the raison d’etre for corporate governance and the prime
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constituency of the company. The relationship between a company and its stakeholders
is regulated by law and by best practice codes.

Principles

395. The legal rights and legitimate expectations of the company’s stakeholders

5 should be identified, recognized, respected and promoted in the course of creating
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wealth and jobs and sustaining a financially sound business enterprise.
396. Corporate actions should take into account stakeholder and societal interests.

397. There should be constructive engagement between a company and all  its
stakeholders as well as among the stakeholdersthemselves.

398. The Board should appreciate that stakeholder perceptions affect a company’s
reputation. Reputation is based on how well a company performs having regard to the
legitimate interests and expectations of stakeholders.

399. Corporate actions should take into account stakeholder and societal interests.

400. The Board must, in the best interest of the company, strive to achieve an
appropriate balance of interests between its various stakeholders.

401. Stakeholders should know their responsibilities towards the company and
should be circumspect about making public statements that can damage its interests.

402. The gap between stakeholder perceptions and the performance of the company
should be measured and managed in order to enhance and protect corporate reputation.

403. The Board should bear in mind that the interests of stakeholders in the com-
pany are dynamic and subject to change.

404. Corporate transparency should be considered with reference to the company’s
stakeholder policies, relevant legal requirements, and the maintenance of the company’s
competitive advantage including the need to protect the company’s intellectual property
and preserve the company’s commercially sensitive information.

405. Communication between the Board and stakeholders should be transparent
and effective in order to build and maintain stakeholder trust and confidence in the
company.

Recommendations

406. All communication to stakeholders should use clear and simple language
and should set out all relevant facts, whether positive or negative.

407. Minority shareholders should be protected from abusive actions by, or acts
done solely in the interests of, the controlling shareholders.

408. What the company actually does, and not merely what it communicates,
ultimately shapes the perceptions of stakeholders about it.

409. The Board should delegate to management the task of pro-actively dealing
with stakeholder relationships.

410. The Board should not only disclose matters required by law, but should
also disclose those matters which are of material importance to decision making by
stakeholders.

411. Companies should have creditor protection proceduresin relation to mergers,
capital decrease, split mergers and such other matters.

412. The Board should formulate, develop and implement a framework of
engagement with stakeholders which it should constantly review in a structured way.
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413. The Board should encourage the formation of appropriate stakeholder
associations to facilitate structured and constructive stakeholder engagement.

414. Views and opinions of stakeholders should be taken on board in formulating,
developing and implementing strategies of the company.

415. The Board should use generally recognized internal control models and
frameworks in order to behave responsibly towards all stakeholders.

416. The Board should identify the company’s stakeholders and formulate a
clear policy on how to engage, communicate with or relate to them constructively.
Constructive engagement should not amount to second guessing the Board or
management or permitting undue interference in the running of the company.

417. Every company should engage its stakeholders indetermining the company’s
standards of ethical behaviour.

418. The Board should, through the company secretary, have contact details of
stakeholders and ensure that stakeholders are properly organized through appropriate
associations which have effective leadership.

419. The Board should engage stakeholders informally and formally, at least once
a year or as often as it is necessary to gather their opinions, views and input in order
to make informed decisions and to reduce the risk of confrontation.

420. Stakeholders should be encouraged to attend annual general meetings and
othercompany meetings by giving themtimely notificationand relevantdocumentation
subject to normal limitations relating to confidentiality and commercially sensitive
information.

421. A company should provide its stakeholders with relevant information
necessary for protecting their rights.

422. Views, opinions and input from minority shareholders should be considered
in making decisions so as to secure the sound protection of their interests especially
where their combined shareholding is significant.

423. The interests and expectations of stakeholders, even if viewed as illegitimate
or insignificant, should be considered and not be ignored.

424. The company’s reputation and its linkage with  stakeholder relationships
should be a regular item on the agenda of the Board.

425. The Board should, from time to time, identify important groups of
stakeholders and their legitimate interests and expectations relevant to the company’s
strategic objectives.

426. Stakeholders who can materially affect the operations of the company should
be identified, assessed and considered as part of the risk management process.

427. The Board should disclose in its integrated report the nature of its dealings
with its stakeholders and the outcomes of those dealings.

428. In addition to formal processes such as annual general meetings, the Board
should consider informal processes such as direct contacts, websites, advertising or
press releases as means of interacting with stakeholders.

429. The Board should disclose in its integrated report the nature of its dealings
with its stakeholders and the outcomes of those dealings.

430. Subject to the best interests of the company, reasonable steps necessary to
maintain the confidence of stakeholders should always be taken when considering their
legitimate interests and expectations.
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431. In dealing with stakeholder differences, conflicts or disagreements, alternative
dispute resolution mechanisms should be used and litigation should be used only as a
last resort.

432. Alternative dispute resolutionmechanisms canenhance or restore stakeholder
confidence, remove tensions, relieve pressure on company reputation and offer
opportunities to align expectations, ideas and opinions on other issues.

433. A company should use communication channels that are accessible to
its stakeholders and adopt communication guidelines that support a responsible
communication programme with its stakeholders.

434. The stakeholder communication programme should ensure  that all
stakeholders who have a right to know particular matters concerning the company are
properly informed about them, effective feedback systems exist, the Board is alerted
in a timely fashion to matters which should be communicated to stakeholders and
processes exist to deal rapidly and sensitively with any crisis.

435. A company should consider disclosing in its integrated report the number
and reasons for any refusal of a request for information made to it in terms of the law
or this Code by any of its stakeholders.

CHAPTER 9
Tole of Government in Corporate GovernanCe
Preamble

436. Government plays both anadministrative role and a coordinating role through
its agencies at every level. It is responsible for the maintenance of security, law and
order and the protection of property of all members of society.

The Facilitative and Participatory Role of Governments

437. The role of government is to provide an enabling environment within which
the private and public sector can thrive.

438. Government may play a participatory role in economic development through
Parastatals and State-controlled companies.

439. It is a fundamental role of government as the biggest employer in the economy
observe corporate governance principles in government Ministries, Parastatals and
State-controlled companies.

440. Government should provide relevant infrastructure and basic service enablers
such as electricity, water, communication facilities, among others, and permit private
actors to do the same. This enables companies, individuals and government itself to
function efficiently in the economic development of the country.

441. Government, through its agencies at every level, must ensure that there is
fair play in business.

442. Legislation is necessary to ensure fairness and transparency in business
dealings and is one of the tenets of good corporate governance.

443. Government has a major role to play in combating corruption.

444, There must be will-power to combat corruption on the part of the top
leadership of the country which should cascade down to the ordinary man and woman.
The sill-power should filter through to directors and managers of companies, parastatals
and State-controlled companies.

445, Government should introduce legislation and other measures to combat
corruption and set up anti-corruption commissions with the necessary legal powers.
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446. Government should itself respect all laws and regulations so as to set a good
example.

447. Government should consider and adopt the most effective legislative measures
to enforce good corporate governance.

448. Enforcement can be statutory-based (i.e., legislated) ora combination of
both.

449. Government should uphold and play a meaningful role in instilling good
values and ethics.

SECOND SCHEDULE (Sections 26(1)(b), 31(1) and (2) and 46(1)(b))
PrinCiples of Good Corporate GovernanCe for Public Entities

PART I

Telationship between Public Entitiesand the Governmentand Other Parties

1. The Government’s relationship to its public entities is similar to the relationship
between a holding company and its subsidiaries, features of which include—

(&) astrong interest in the financial performance of the public entities; and

() reporting and accountability arrangements that facilitate appropriate
oversight by the Government; and

(© remedial action by the Government where the public entities’ strategic
direction deviates from that preferred by the Government.

2. There should be a clear separation between the Government’s ownership
function and other State functions that may influence the conditions for public entities,
particularly with regard to market regulation. As a rule, the Government should not
regulate the market so as unduly to favour public entities.

3. The enabling instruments under which public entities operate should allow
streamlined operational practices. They should allow creditors to press their claims
and to initiate insolvency procedures.

4. Any obligations and responsibilities that a public entity is required to undertake
in terms of public services beyond the generally accepted norm should be clearly
mandated by law. Such obligations and responsibilities should also be disclosed to the
general public and related costs should be covered in atransparent manner.

5. Public entities should not be exempt from the application of the general law.
Stakeholders, including competitors, should have access to efficient redress and an
even-handed ruling when they consider that their rights have been violated.

6. Public entities should have sufficient flexibility for adjustments in their capital
structure when this is necessary for achieving their objectives.

7. Public entities should face competitive conditions regarding access to finance.
Their relations with State-owned banks, State-owned financial institutions and other
public entities should be based on purely commercial grounds.

8. The responsible Minister should develop and issue a policy that defines the
overall objectives of the State’s role in the corporate governance of the public entities
for which he or she is responsible, and defines how the State will implement these
objectives.

9. In compliance with section 51A (“Separation of roles of appropriate Ministries
and public entities”) of the Public Finance Management Act [Chapter 22:19], the
Government must—

@ notbeinvolved in the day-to-day management of public entities and should
allow them full operational autonomy to achieve their defined objectives;
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() let boards of public entities exercise their responsibilities and should
respect their independence.

10. The Government as an active owner of its public entities should exercise its
ownership rightsaccording tothe legal structure of each entity. Its prime responsibilities
include—

(a) inrelation to public entities that are companies—
() beingrepresented atshareholders’ meetings and exercising its votes;
and

@ establishing well-structured and transparent nomination processes
forthe election of board members, and actively participating in those
processes;

(b) in relation to all public entities—
() setting up reporting systems allowing regular monitoring and
assessment of the performance of public entities; and

(ii) when permitted by the Government’s level of ownership, liaising
continuously with external auditors and other institutions of control;
and

(iii)  ensuring that the remuneration of board members foster the long-term
interests of the public entities and can attract and motivate qualified
professionals.

PART II
€Quitable TreatmentorM inority Shareholders

12. In this Part—

“minority sharcholder” means a person or party, other than the Government,
that has an interest in a public entity, whether as a shareholder, a partner
or otherwise.

13. The Government and public entities should recognise the rights of minority
shareholders and ensure their equitable treatment and equal access to information
regarding the public entities in which they have an interest.

14. The Government and public entities should ensure that all shareholders are
treated equitably.

15. Public entities should observe a high degree of transparency towards all
shareholders.

16. Public entities should develop an active policy of communication and
consultation with all shareholders.

17. The participation of minority shareholders in shareholder meetings should be
facilitated in order to allow them to take part in fundamental decisions such as board
elections.

PART I11
Telations with Stakeholders
18, In this Part—
“stakeholder” means any person or entity that—

(@) has a material interest, greater than that of members of the general
public, in the activities of a public entity; or

(b) is directly affected by the activities of a public entity.

19. The Government and its public entities should fully recognise the public
entities’ responsibilities towards stakeholders, and the entities should report on their
relations with stakeholders.
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20. The Government and its public entities should recognise and respect
stakeholders’ rights, whether established by statute or through mutual agreements.

21. The boards of public entities should develop, implement and communicate
programmes for dealing with stakeholders, in accordance with internationally-
recognised norms.

22. Where stakeholders participate in the corporate governance process, they
should have access to relevant, sufficient and reliable information on a timely and
regular basis.

PART IV
transparenCy and DisClosure
23. Public entities should observe high standards of transparency.

24. Public entities should develop efficient internal audit procedures and establish
internal audit functions monitored by and reporting directly to their boards and to the
entities’ audit committees or to their equivalent institutions.

25. Public entities must be subject to an annual independent external audit based
on international standards.

26. Public entities should be subject to the same high quality accounting and
auditing standards as listed public companies. Large or listed public entities should
disclose financial and non-financial information according to high quality internationally
recognised standards.

27. Public entities should disclose material information on all matters of interest to
stakeholders, particularly information that may affect their asset value or may influence
governmental decisions. Examples of such information include—

@ aclearstatementto the public of the entity’s objectives and their fulfilment;
and

(b) the ownership and voting structure of the entity; and
(c) any material risk factors, and measures taken to manage such risks; and

(d) any financial assistance, including guarantees, received from the State
and commitments made on behalf of the entity; and

(e) any material transactions with related entities.

28. Disclosure of financial information should be made in accordance with
generally accepted accounting practice.

PART V
Tesponsibilities of Boards of Public Entities

2. The boards of public entities should have the necessary authority, competence
and objectivity to carry out their functions of strategic guidance and monitoring of
management. They should act with integrity and be held accountable for their actions.

30. The boards of public entities should be assigned a clear mandate and ultimate
responsibility for their entities’ performance. The boards should be fully accountable
to the Government and other shareholders, act in the best interest of their entities, and
treat all shareholdersequitably.

31. The boards of public entities should carry out their functions of monitoring of
management and strategic guidance, subject to the objectives set by the Government.
They should retain full and effective control of their entities and its senior staff members.
In particular, they should have the power to appoint and remove the chief executive
officers and other senior members of their entities’ staff.

32. The boards of public entities should establish effective systems of succession
planning for senior management posts.

90

10

20

25

30

35

40

45



Public EntitiEs CorporatE GovErnancE

10

15

20

25

30

35

40

45

33. All board members should ensure that they have unrestricted access to
accurate, relevant and timely information concerning their public entity and act on a
fully informed basis. To that end, the board should establish procedures for the rapid
transfer of information from the lowest to the highest levels within the entity.

34. The boards of public entities should ensure that their entities’ operations are
carried out so as to minimise any conflict between the entities, on the one hand, and
the Government and other shareholders on theother.

35. The boards of public entities should be composed so that they can exercise
objective and independent judgement. Good practice calls for the Chair of the board
to be separate from the chief executive officer.

36. If employee representation on the board is mandated by an entity’s enabling
instrument, mechanisms should be developed to guarantee that this representation is
exercised effectively and contributes to the enhancement of the board skills, information
and independence.

37. The boards of public entities should carry out an annual evaluation to appraise
their performance, both collectively and for individual members.

PART VI
Committees of Boards of Public Entities

38 When necessary, the boards of public entities should set up specialised
committees to support the full board in performing its functions, particularly in respect
to risk management and, as provided in paragraphs 39 and 40, audit and remuneration.

30, The board of a public entity should establish an audit committee that has at
least two independent board members. The audit committee should be responsible for
improving management reporting by overseeing audit functions, internal controls and
the financial reporting process.

40. The board of a public entity should establish a remuneration committee
consisting of independent board members, to determine remuneration for executive
board members and the entity’s senior staffmembers.

PART VII

Tisk Management

41. Boards of public entities should ensure that their entities have and maintain
effective, efficient and transparent systems of financial and risk management and internal
control. Boards should therefore establish processes and practices within their entities
to manage all risks associated with their entities’ operations.

42. Boards of public entities should keep the Government informed of risk
management strategies by outlining them in corporate plans and progress reports, and
in other reports when necessary.

THIRD SCHEDULE (Sections 12 (9), 13(9), 14(5), 19(11), 20(4) and 21(2) and 45(2)(1))
SURCHARGES
Definitions
1. In this Schedule—

“excess payment”, in relation to a public entity, means so much of any payment
referred to in section 12 (9), 13(9), 14(5), 19(11), 20(4) or 21(2) as is paid
in contravention of any one or more of these sections;

“public resources” means public money or State property as defined in the
Public Finance Management Act that are advanced to any publicentity.
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Application of Third Schedule

2. (1) This Schedule shall apply to—

(@ persons who are in the employment of a public entity, or are members
of its board, or who were in such employment or were such members at
the time of any deficiency in or improper payment of, or any payment
not duly vouched, or loss or destruction of public moneys for which they
were responsible; or

(b) any public entity that makes any excess payment to any person who is or
was an employee or member of the board of such entity, and does not, in
the opinion of the Secretary to Treasury, recover such payment promptly
from any such employee or member.

(2) In this Schedule any reference to public resources in relation to public
moneys shall be construed as including a reference to tokens, stamps or other such
instruments which have a face value or are to be sold for an amount shown on the face
thereof and, in the case of any deficiency in such instruments, a surcharge in terms of
this Schedule may be calculated in relation to the face value of such instruments.

Power of surcharge in relation to public resources
3. (1) If—
(] it appears to the Secretary to the Treasury that any person to whom the
provisions of this Schedule apply was responsible for—
() anydeficiencyinthecollectionoforaccounting for publicresources;

or

(it) any improper payment of public resources; or

(iii) any payment of public resources which is not duly vouched and the
Secretary to the Treasury is satisfied that such payment has resulted
inaloss of public resources or a further payment of public resources
in respect of the same matter; or

(iv) any deficiency in or destruction of public resources;

and

i anexplanation satisfactory to the Secretary to the Treasury is not, within
a period specified by him or her, furnished to him or her with regard to
such irregularity as is referred to in paragraph (2);

the Secretary to the Treasury may surcharge against the said person the amount of any
sums not collected or accounted for or the amount of any deficiency in or improper
payment, payment not duly vouched or loss or destruction of public resources, as the
case may be.

(2) The Secretary to the Treasury may at any time withdraw a surcharge—

(@) inrespect of which a satisfactory explanation has been received; or

(b) if it otherwise appears to him or her that no surcharge should have been

made.

(3) Whenever the Secretary to the Treasury raises a surcharge in terms of
subparagraph (1) or withdraws a surcharge in terms of subparagraph (2), he or she shall
immediately notify the appropriate accounting officer.

Power of surcharge in relation to excesspayments
4. (1) If—

(@ itappears to the Secretary to the Treasury that any public entity to which
the provisions of this Schedule apply—

(i) isresponsible for making any excess payment to any person who is
or was an employee or member of the board of such entity’ and
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(i) the entity does not, in the opinion of the Secretary to the Treasury,
taking any steps to recover such payment promptly from any such
employee or member;

and

5 (b) an explanation satisfactory to the Secretary to the Treasury is not, within
a period specified by him or her, furnished to him or her with regard to
such irregularity as is referred to in paragraph (a);

the Secretary to the Treasury may surcharge against the public entity the amount of
any excess payment, and such excess payment so paid to the Secretary to the Treasury
10  shall form part of the Consolidated Revenue Fund.

(2) The Secretary to the Treasury may at any time withdraw a surcharge—
(@) in respect of which a satisfactory explanation has been received; or

(b) if it otherwise appears to him or her that no surcharge should have been
made.

15 (3) Whenever the Secretary to the Treasury raises a surcharge in terms of
subparagraph (1) or withdraws a surcharge in terms of subparagraph (2), he or she
shall immediately notify the accounting officer or the public entity concerned.

Right of public entity to make good excess payments paid as surcharge

5. (1) Where a public entity has been surcharged in terms of paragraph 4, it must

20 recover the amount thus surcharged from any person to whom the excess payment to

which the surcharge relates was paid no later than twelve months after such surcharge is

raised or, if an appeal against the surcharge is lodged under paragraph 6, within twelve
months after such appeal is dismissed.

(2) The chairperson of the board, accounting officer and chief executive officer

25 shall, no later than six months after the end of the period referred to in subparagraph

(1), severally or jointly make a written declaration to the Secretary to the Treasury

confirming such recovery or affirming that the entity is actively taking the specified
legal steps to effect suchrecovery.

(3) If any chairperson, accounting officer chief executive officer—

30 (@) provides the Secretary to the Treasury with false information in a
declaration referred to in subparagraph (2), knowing it to be false or
having no reasonable grounds for believing it to be true; or

(b) without just cause, fails or refuses to submit a declaration referred to in
subparagraph (2) within the time there specified;
35 he or she shall be guilty of an offence and liable to a fine not exceeding level five or
to imprisonment for a period not exceeding six months or to both such fine and such
imprisonment.

Appeals against surcharge

6. (1) Any person who or public entity that is dissatisfied with a surcharge raised
40 against him, her or it by the Secretary to the Treasury may, within a period of one month
after he, she or it has been notified thereof or such further period as the appropriate
line Minister in special circumstances may allow, appeal in writing to the line Minister
against such surcharge, giving his, her or its reasons as to why he, she or it feels that

he, she or it should not have been surcharged.

45 (2) An appeal in terms of subparagraph (1) shall be lodged with the appropriate
line Minister who, before forwarding it to the Minister responsible for the Public Finance
Management Act, shall submit it to the Secretary to the Treasury for any comments he
or she may wish to make thereon.
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(3) After considering an appeal in terms of subparagraph (1) the Minister
responsible for the Public Finance Management Act shall—

(@) reject the appeal; or

(b) make an order directing that the person concerned be released wholly or
in part from the surcharge;

as may appear to him or her to be just and reasonable.
Recovery of surcharge

7. (1) A surcharge raised by the Secretary to the Treasury which has not been
withdrawn or fromwhichthe person or the public entity concerned has not been released
in terms of this Schedule shall be a debt due to the State.

(2) The amount of any surcharge which has been recovered shall be paid to
the Consolidated Revenue Fund or the account in respect of which the surcharge was
raised.
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