National Code on Corporate Governance Zimbabwe
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 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.

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 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 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 review of this Code or any derivative code.

PART II

Ownership and Control

Preamble 

8.  In a company shareholders provide risk capital which the management controls under the leadership of a Board of Directors. There must be a functional balance of 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 in a small 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. A shareholder’ 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 opportunity to 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.

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 time which makes it possible for all shareholders to attend the meeting. The meeting 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 o 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, emails, 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. A list 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, 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 shareholders 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 for ambiguity.

35. Chairperson of committees of the Board should attend shareholders meetings 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. A block 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 email or fax, should be encouraged 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 treated equally.

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

PART III

Board of Directors and Directors

Preamble

52. A company is a legal fiction but the law permits it to do things which natural 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.

Role and Function of the Board

Principles

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

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

(a)
ethics, professionalism and good morality;


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


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


(d)
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; and


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

Recommendations

55. The Board should provide leadership by-


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


(b)
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.


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


(d)
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;


(e)
framing and implementing a code of ethics, morally and professionalism for the company, its employees, management and board members; and


(f)
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-


(a)
determining the company’s purpose, vision, mission and values;


(b)
setting strategies for achieving the company’s purpose;


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


(d)
ensuring that procedures, policies and practices are established and implemented;


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


(f)
identifying key risks and key performance indicators of the company;


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


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


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


(i)
accounting to the annual report for the directors’ collective and individual performance at least once a year; and


(j)
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-


(a)
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;


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


(c)
is in a position to make informed decisions;


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


(e)
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-


(a)
it obtains independent professional advice when necessary;


(b)
confidential matters of the company are treated as such as and are not divulged to anybody without its authority;


(c)
procedures and systems on the governance of information, knowledge and experience are established to act as checks and balances;


(d)
the p[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)
the company is ICT compliant in terms of requisite skills and, knowledge and supportive equipment;


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


(g)
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 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 members where necessary;


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


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

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.

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 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 that directors should understand the information given to them and come to any decision making forum fully prepared and informed 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 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 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.

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 Criteria 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—

(a)
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;


(c)
are up to date with tax obligations;


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


(e)
have the 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.


(g)
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;


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


(j)
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


(l)
have not been convicted of a serious criminal offence by a court of law

Directors: Selection and Appointment
Principles 

81. 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 appoint them.

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− 


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


(e)
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;


(f)
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;


(g)
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;


(h)
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−


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


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


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


(iv)
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; 


(vi)
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;


(vii)
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; and


(viii)
considering the demands of other relevant stakeholders who may require Board representation and advising on the best methods of nominating, selecting, appointing or electing their candidates to 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 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 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)
a senior lead director should be appointed by Board members to perform roles, duties and functions as may be defined by the Board in a formal appointed contract; and


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

90. A Board should−


(a)
not be determined by a single individual or a group of individuals; and 


(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 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 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 membership and the sourcing of new ideas through the appointment of new members.

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 and gender.

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 the Board should be considered.

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


(a)
the evolving circumstances, the needs of the company and the nature of its business;


(b)
the need to have sufficient directors to structure Board committees appropriately;


(c)
potential difficulties of raising a quorum with a small Board; and 


(d)
the need to comply the regulatory requirements.

97. As a minimum, two executive directors should be appointed to the Board, being the chief executive officer and the director responsible for finance. This will ensure 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.

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 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 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 on the 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 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 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 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 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 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 Independent Non-Executive Director

Principles

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 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 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

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, 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

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.

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 or chairpersons of Boards until three years have passed from the end of their tenure as executive directors and, even then, they may only be considered for appointment as non-executive members or chairpersons after they have been adjudged to be independent.

118.  A person 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 shareholders, by a resolution passed at a meeting properly convened for that purpose.

119.  The chairperson of the Board should-


(a)
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 a member of and may chair the nomination committee; 


(d)
provide leadership to the Board but without adversely affecting the collective responsibility of the Board and the individual duties of its members; 


(e)
set the ethical tone for the Board; 


(f)
identify and participate in the selection of Board members with the 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; 


(g)
formulate together with the chief executive officer and the company 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; 


(h)
preside at Board meetings and ensure that the time devoted to the meetings is used productively; 


(i)
encourage collegiality among Board members but without inhibiting candid debate and creative tension in Board meetings; 


(j)
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;


(k)
ensure that the information in the Board pack is couched in simple and understandable language; 


(l)
act as the link between the Board and management, and particularly between the Board and the chief executive officer; 


(m)
carry on friendly relations with Board members and management while at the same time maintaining an arm’s length relationship with them.


(n)
Ensure that complete, timely, relevant, accurate, honest and accessible information is placed before the Board to enable the Board to make informed decision; 


(o)
Monitor how the member of the Board work together and how individual directors perform and interact at meetings; 


(p)
Know the strengths and weaknesses of each Board member and take appropriate measures to address any weaknesses without losing sight of human frailties;


(q)
Develop the skills and enhance the confidence of directors by encouraging them to speak and actively contribute at Board meetings; 


(r)
Build and maintain the trust and confidence of all stakeholders in the company; and 


(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-


(a)
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; 


(b)
Ensure  that good relations are maintained with the company’s major shareholders and its strategic stakeholders; 


(c)
Ensure that decisions made by the Board are executed timeously and effectively;


(d)
Ensure that Board members operate as a team but without discouraging creative tension between them which allows for effective debate; 


(e)
Ensure that chairpersons of committees attend and actively participate at annual and extraordinary general meetings and stakeholder inter-face meetings; 


(f)
Liaise with chairpersons of Board committees on matters of interest;


(g)
Be a good listener and the last person to enter the debate and the last person to express a view on an issue; 


(h)
Meet with directors in the absence of the chief executive officer and 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; 


(l)
Put in place a succession plan for his or her position to ensure continuity and timely refreshment of talent and leadership; and 


(m)
Discourage intellectual naivety and encourage intellectual honesty among and between members in Board discussions, reasoning and decision-making.

Chief Executive Officer and Other Executive 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 chief executive officer and 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 a resolution 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.  A chief executive officer of a subsidiary company should not sit on the Board of the holding company.

130.  The chief executive offi9cer and senior managers should ensure that- 


(a)
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;

(c)
the company complies with all relevant laws; and


(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-

   
(a)

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 term strategies;


(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; and 


(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; 


(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 of the Board and its committees are kept up to date; 


(ii)
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; and 


(v)
his or her role, functions and duties are assessed by the Board annually and any amendments thereto are effected;


(g)
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 ; and


(j)
raising any matters that may warrant the attention of the Board.

Board Practices and Procedures: The Board’s Methods of Work

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 must ensure that procedures, practices and 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 reflect a 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.

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.
 

 150.  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.

151.  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.

152.  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.

153.  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 insight into 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 members should satisfy themselves that, objectively speaking, they have all material facts before participating in making any decision for the company.

Remuneration of Board Members and Senior Management

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.

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 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.  A remuneration 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.  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 – 


(a)
 the mix of fixed and variable remuneration, in cash or shares and other benefits meets the company’s needs and strategic objectives;


(b)
all benefits, including pension benefits, are justified, correctly valued and suitably disclosed;


(c)

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; 


(d)

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;


(e)

non-executive directors’ fees are approved by shareholders in advance and not by ratification;


(f)

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;


(g)

annual bonuses clearly relate to the performance of executives against yearly objectives consistent with long term value for shareholders;


(h)

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;


(i)

employment contracts do not commit the company to pay any benefits on termination arising from executives’ failure to carry out their duties;


(j)

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 that in the event of early termination, there is no automatic entitlement to bonus fees or share-based payments; 


(l)

disciplinary procedures, a shorter notice period than that stated in the contract will apply without any entitlement to compensation for the shorter notice period;


(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 incentives;


(o)

participation in share 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 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; 


(q)

highly leveraged incentive schemes are used with care because of their potential excessive cost and risk to the company; 


(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;


(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;


(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; and


(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 which have not vested, lapse.

Board Member Evaluation

Principles

169.  The Board should—

(a)

regularly assess its performance and effectiveness as a whole and the performance and effectiveness of Board committees, individual directors and the chief executive officer;


(b)

set and achieve objectives for the continuous improvement in the quality and effectiveness of its performance, including its performance during a crisis;


(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 chairperson’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)
take into account their 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—

(a)
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.

180.  The evaluation of the chief executive office and other executive directors should be-


(a)
carried out at least once a year by the chairperson of the Board or by the nomination committee; 


(b)
an evaluation o their performance as both directors and executives of the company; and


(c)
a guide to the remuneration committee in determining their remuneration.

181.  The evaluation of the Board and its members requires that – 


(a)
data for their performance assessment and appraisal should, among other things, come through questionnaires prepared by an outside service provider known for its competence, experience and skill;


(b)
data should be collected through self-review and peer review procedures under the supervision of the company secretary; and 


(c)
the analysis of the data and findings thereon should be done by a neutral service provider.

Director Development

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-


(a)
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; and 


(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.

Risk Management

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—

(a)
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; and


(d)
risk monitoring is carried out continuously by the risk committee and management.

191.  The company’s risk management policy and plan should cover—

(a)
how risks are timeously identified and evaluated including methods and 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; and


(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—

(a)
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; 


(c)
formulate, implement and review the company’s risk management policy and plan; and


(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, appoint a risk management committee to assist it in 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;


(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; and


(c)
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—

(a)
identifying key principal risks through 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


(b)
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—

(a)
risk frameworks or risk methodologies are implemented to increase the probability of  identifying unpredictable risks;


(b)
a systematic, documented, and formal risk assessment exercise is conducted at least once a year;


(c)
it receives and reviews a register of the company’s key risks;


(d)
management regularly considers and implements appropriate risk responses which should be captured in the risk register;


(e)
management demonstrates to the committee the risk responses which provide for the identification and execution of opportunities to boost company’s performance;


(f)
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;


(g)
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, in confidence, raise concerns about possible improprieties in financial reporting and other matters as more fully set out in this Code; and


(i)
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 b 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.

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; and


(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;


(c)
transferring the risk exposure, usually to a third party better able to manage the risks for example, through insurance or outsourcing;


(d)
tolerating or accepting the risks where the level of exposure is as low as reasonably practicable or where there are exceptional circumstances; 


(e)
exploiting the risks, where the risks exposure represent potentially missed or poorly realized opportunity;


(f)
terminating the activity that gives rose to any intolerable risks; and


(g)
integrating the risk responses outlined above.

Independent External Audit, Methodology and Mandate 

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 no material 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.

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.  In the 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, Methodology and Mandate

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.

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)
conduct an objective assessment of the effectiveness of risk management processes and the internal control framework;


(c)
systematically analyze 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.  The internal audit activity should adhere to the International Internal Auditing Standards (IIAS) and Code of Ethics. 

232.  An internal audit plan or activity should—

(a)
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;


(ii)
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; and


(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.

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 —

(a)
disclose to the public, on an urgent basis, information on material changes in its financial condition or operations;


(b)
if it is a 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;


(c)
prohibit insider 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 chief audit executive should have a standing 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; and


(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—

(a)
recommending the nomination and remuneration of external auditors; 


(b)
reviewing the audit carried out by external auditors;


(c)
discussing with the external auditors any problems that arise during audits;


(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;


(g)
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 performance;


(j)
ensuring that the company’s Internal control procedures are adequate; 


(k)
appointing a new firm of auditors and negotiating the audit fee; and 


(l)
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)
a code of conduct and ethics-related policy is implemented;  and


(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 optimize the assurance coverage obtained from management, internal assurance and external assurance providers on the risk areas affecting a company.

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 – 


(a)
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 audit third party assurance providers and management in support of the need to report in an integrated  and holistic manner to the audit committee;


(c)
standardize risk assessment processes and foster the use of a common risk language in order to promote comparability across the company;


(d)
discuss and create common approaches to risk management and coordinate management control self-assessments; and 


(e)
ensure that a 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—

(a)
annually conduct a formal and documented review of the design, implementation and effectiveness of internal financial controls;


(b)
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;


(c)
evaluate governance processes including ethics and setting the right “tone at the top”.


(d)
assure the Board that the combined assurance model is coordinated to best optimize costs, avoid duplication and prevent an assurance overload; and 


(e)
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—

(a)
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.

    254.  Management should –


(a)
coordinate the management control self-assessment exercise; 


(b)
implement risk management processes;


(c)
develop a risk management policy and plan, including definitions of risk and risk management, objectives, risk approach, philosophy, responsibilities and ownership for risk management;


(d)
specify  the elements of a control framework according to which the company’s control environment can be measured;


(e)
implement specific risk limits and tolerances aligned with overall risk limits set by the Board;


(f)
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;


(g)
maintain a risk register and measure risk management performance against key result indicators (KRIs)


(h)
ensure risk responses are effective and efficient in design and operation;


(i)
track implementation of responses and analyse and learn from changes; 


(j)
provide the Board with assurance that it has implemented and monitored the risk management plan; and


(k)
demonstrate clear links between risk management  and independent assurance.

Whistle-Blower Policy

255.  A whistle-blowing system that is independent, trusted and anonymous is key to the effective implementation of an ethical corporate culture and fraud risk management strategy.  A whistle-blower provides evidence of a waste of funds or mismanagement.

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.

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 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 reported upon;


(b)
have a fair 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 genuine whistle-blowing and the allegations of whistle-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)
give an assurance to its employees that it will take every measure to ensure that there is no victimization of whistle-blowers; and


(g)
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 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

INFORMATION MANAGEMENT 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 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.

Information and Management

Principles

262.  The Board should establish systems for—

(a)
managing the company’s information assets and the performance of the data functions; 


(b)
ensuring the timeous availability of information through effective information systems;


(c)
implementing a suitable information security management programme; 


(d)
ensuring that all sensitive information is identified, classified and assigned appropriate handling criteria;


(e)
managing the risks associated with information and information systems; 


(f)
establishing processes to ensure continuous monitoring of all aspects of information and maintaining and monitoring of data quality; and


(g)
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—

(a)
to make informed decisions regarding their participation in the company or its business activities; 


(b)
to evaluate the company’s position and its business activities; 


(c)
to check and challenge the company’s compliance with the law and best practice codes on corporate disclosures;


(d)
 to be informed and then monitor and evaluate the execution of decisions and resolutions made by the Board or at other levels of the company; and


(e)
to informed about the extent to which corporate leadership is accountable.

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.

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.  If a company 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 opportunity to inspect corporate books, records, minutes of Board meetings and stock registers and provide them with annual reports and financial statements free of charge and without restriction but subject 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.  A company 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 (CEO) 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—

(a)
Confidentiality of information;


(b)
Integrity of information;


(c)
Availability of information systems in a timely manner; and


(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.

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 minimizing ICT risks, delivering value, ensuring business continuity and assisting the company in managing its ICT resources efficiently and cost effectively.

Recommendations

290.  The company should have a written policy on disclosure

291.  Disclosure should include material information on – 


(a)
financial and operating results of the company; 


(b)
company’s objectives;


(c)
major share ownership and voting rights;


(d)
members of the Board and key Executives 


(e)
material foreseeable risk factors; 


(f)
material issues regarding employees and other stakeholders;


(g)
governance structures and policies; 


(h)
capital structure and arrangements, if any which enable certain shareholders to obtain a degree of control disproportionate to their equity ownership;


(i)
the extent to which projects and policies that diverge from the primary corporate objective of generating long term economic profit are pursued; 


(j)
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;


(k)
management decisions and analysis reports on-


(i)
Industry structure and developments


(ii)
Opportunities and threats


(iii)
Segment or product performance;


(iv)
Risks, concerned and internal control systems and their  adequacy;


(l)
financial performance with respect to operational performance;


(m)
material developments in human resources and industrial relations, including the number of people employed, their gender and age profiles;


(n)
transactions which have a bearing on conflict or convergence of interests on the part of directors, senior management, shareholders and other stakeholders;


(o)
the financial situation, performance, ownership and governance of the company; 


(p)
reasons for any resignation or removal of any member of the Board;


(q)
disclosure to the Board of the main assets of each Board member as of the date of the report; 


(r)
the structure of the board, highlighting its size mix of skills and the attendance frequency of Board members;


(s)
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;


(t)
the work of, and reports prepared by, committees including the names and status of the committees and the committee meetings attendance registers;


(u)
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.


(v)
the company’s current situation and prospects and the manner in which it operates and applies corporate governance principles


(w)
whether one or several shareholders caused an increase of share capital by contribution in kind and the reasons therefore;


(x)
comments of the Board on the adequacy of the internal controls of the company; 


(y)
the nature and extent of the company’s social transformation, ethical, safety, health and environmental management policies and practices; and


(z)
full reasons for the resignation or dismissal of external auditors; if that has happened.

292.  Disclosure should also include information on – 


(a)
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.


(b)
the company’s remuneration policy and directors’ remuneration including—

(i)
salary, benefits, bonuses, stock options and pensions;


 (ii)
details of fixed component and performance linked incentives along with the performance criteria;


(iii)
fees and other reimbursement or emoluments payable to independent non-executive directors; 


(iv)
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; and


(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 is greater than 5% of outstanding shares;


(d)
names of shareholders who own more than 5% of the issued share capital either individually or collectively or directly or indirectly; 


(e)
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; 


(f)
whether the company has complied with this Code during the accounting period and if the company has not complied, the reasons for the failure; 


(g)
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 with the law or this Code;


(h)
non-compliance with any recommendation in this Code with reasons therefore;


(i)
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;


(j)
the percentage of Board members who are independent and the company’s definition of independence; 


(k)
whether or not Board representation satisfies the requirement to fairly reflect the investment of the minority shareholders in the company; 


(l)
the name of the company’s external auditors, their leading partner, the profile of their professional team and their claimed and real competencies;


(m)
the company’s statement of ethics and business practices for directors and employees; 


(n)
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;

      
(o)
a full statement on the responsibilities of the directors; and


(p)
relevant balance sheet transactions and the materiality level for disclosure.

293.  Every company should disclose to its shareholders and other stakeholders the essentials of its dividend policy, including—

(a)
how the company determines the portion of the profits to be paid out as dividends;


(b) 
conditions for the payment of dividends;


(c)
the minimum amount of dividends for each category or class of shares; 


(d)
the criteria and basic rules used by the Board for making decisions on payment of dividends; 


(e)
the distribution of net profits;


(f)
the procedure for payment of dividends, it none were paid.


(g)
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—

(a)
the net profit of the company as a whole, including the net operating profit, the net profit per share, and the net operating profit per share;


(b)
details of change in asset composition and structure over the three years preceding the reporting date;


(c)
details of change in asset composition  and structure over the three years preceding the reporting date;


(d)
estimates of current and prospective liquidity of assets; 


(e)
profitability analysis;


(f)
the percentage share of export income of the company, if any;


(g)
assessment of the factors that influence the company’s financial position and the results of its financial operations in the preceding year; and 


(h)
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—

(a)
any change of the company’s name.


(b)
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 acquire the shares, the quantity of shares acquired, the acquisition price and the reason for the acquisition; 


(d)
any increase or decrease in the company’s share price of  at least 5%


(e)
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, and 


(f)
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.

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—

(a)
the rationale for the company’s re-organization or restructuring; 


(b)
the opinion of a professional securities market expert on the re-organisation or restructuring and 


(c)
annual statements and annual balance sheets for the preceding three fiscal years of all entities taking part in the re-organization or restructuring;


(d)
prospects for the company’s development, including sales, productivity, market share, income generation and profitability;


(e)
major risk factors;


(f)
relationships with competitors; and


(g)
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/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.

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—

(a)
on track to achieve its objectives; 


(b)
resilient and agile enough to adapt to strategic needs; 


(c)
adequately protected from the risks it faces; and 


(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—

(a)
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 a strategic approach to business and is able to foresee the integration of ICT into business strategic thinking and to develop it and 


(e)
is able 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.  In the 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—

(a)
has adequate business resilience and strategies for disaster recovery arising from or in connection with ICT related risks;


(b)
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; and 


(c)
uses ICT to assist it in managing risks in compliance 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, 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 (IIRC) as published from time to time, and any other reputable international reporting framework. 

317.  The Board should—

(a)
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.


(b)
formally adopt a suitable reporting framework for use by management in integrated and sustainability reporting, 


(c)
be responsible for ensuring that a company has a formal process in place for publishing the integrated and sustainability report; and


(d)
be responsible, through its audit committee, for reviewing the information to be published in the integrated report.

318.  The integrated report should—

(a)
focus on strategic information about the company; 


(b)
comment on financial and non-financial information;


(c)
as much as possible adopt a futuristic orientation;


(d)
address the needs of stakeholders both within and outside the organisation. 


(e)
be concise  and contain reliable and material corporate information; and 


(f)
include sustainable development and environmental impact assessments and responses by the reporting entity.

Recommendations

319.  The integrated report should —

(a)
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; 



(b)
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; 


(c)
contain forward looking information; 


(d)
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 negatives so as to enable stakeholders to make an informed assessment of the economic value and sustainability of the company. 


(f)
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; 


(g)
comply with the third generation global reporting initiative guidelines 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; 


(l)
include management’s expectations about the future and 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; and


(o)
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 conflicts are inherent in business.  They may be internal or external 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 the rights of shareholders and protect the property and business reputation of the 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.

333.  Successful resolution of corporate conflicts entails selecting a dispute 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. 

335.  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.  Controlling shareholders should comply with applicable laws and regulations 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.

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 persons 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, resolution and 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)
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 prohibit the dealing in its securities by directors, officers and other selected employees of the company for a designated period preceding the announcement of its financial results. 

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 and other conditions of performance of the obligations the parties should resolve the dispute amicably, quickly and inexpensively.

362.  The CCR Committee should —

(a)
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 shareholders 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 substantial 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 —


(a)
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; 


(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 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; 


(e)
confidentiality:  Private dispute resolution proceedings are generally conducted away from public glare; and 


(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 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 dispute, particularly where the dispute involves a continuing relationship between the parties, mediation, conciliation or arbitration are preferable.

368.  To avoid prejudice, resolutions of corporate conflicts however reached should be respected by the parties and implemented expeditiously.

CHAPTER 7

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 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 principle, which is in keeping with the subsidiarity principle, seeks to enforce corporate governance principles through entreaty.  Code prescriptions supplement and 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 ‘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 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 in the 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 objective of recommendation differently or apply another practice and still achieve 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.

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.  It uses the disclosure principles as a means of encouraging the adoption of specific corporate 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 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-binding rules, codes and standards and it should ensure that the company, its officers, employees and agents comply with and adhere to them. 

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 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 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 standards and 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.

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 including—

(a)
whether or not the non-compliance was intermittent or permanent throughout the reporting period;


(b)
whether the company did not comply with some of the provisions of the code and, it so, which ones; 


(c)
the reasons for the non-compliance together with a review 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; and 


(e)
the risk 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 RELATIONSHIPS

Preamble

  392.  A company 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, suppliers, 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 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 should be identified, recognized, respected and promoted in the course of creating 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 stakeholders themselves.

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 company 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 procedures in 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.

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 in determining 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 other company meetings by giving them timely notification and relevant documentation 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.

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 resolution mechanisms can enhance 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

Role of Government in Corporate Governance
Preamble

436.  Government plays both an administrative 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 to 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.

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) or a combination of both.

449.  Government should uphold and play a meaningful role in instilling good values and ethics.
