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    	1 Governing structures and delegation A comparison between king IV TM and king III April 2017 Steering structures and delegation A comparison between king IV TM and king III In this publication:We compare the recommendations of the king IV Code TM with those of king III as they pertain to: Governing bodies 2 Committees of the governing body in general 16 Group governance 21 Audit committees 23 Social and ethics committees 30 Committees responsible for risk governance 33 Committees responsible for remuneration 36 Committees responsible for nominations of members of the governing body 38 Professional corporate governance services provided to the governing body 40 point April 2017.
2 Governing structures and delegation A comparison between king IV TM and king IIIPwC 1 IntroductionWe addressed the main differences between king IV TM1 and the king III Report2 and the king III Code3 (together referred to as king III in this publication) in our publication titled king IV TM An outcomes-based corporate governance code fit for a changing world (November 2016). In that publication, we discussed (among other things) the implications of the move from an apply or explain to an apply and explain regime in king IV TM, the reduction of 75 principles in king III to 17 in king IV TM and the building blocks of king IV TM (governance outcomes, principles and practices).
3 Considering that most of the king III principles have been retained in king IV TM, albeit as recommended practices rather than as principles, one could easily assume that the content of king III has remained largely unchanged in king IV TM. A comparison of the detail, however, crystallises the nuances between the two this publication we compare the recommendations of king IV TM that are focused on governing structures and delegation, which are primarily contained in Part of the king IV Code TM, to the related recommendations of king III. A recurring theme throughout this comparison is the focus of king IV TM on the governing body s responsibility to apply its mind in determining the structures and delegation frameworks that are appropriate for the organisation.
4 In keeping with this approach, many of the king IV TM recommendations allow for more flexibility if compared to king regarding the Companies ActAlthough the Companies Act, 2008 (the Act) is not the focus of this comparison, we have included references to the Act where we deemed that it would be of particular interest or importance to provide context to, or greater understanding of, king IV TM to companies that apply king IV TM. What this comparison does not deal with: DisclosuresThis comparison does not deal in detail with disclosures recommended by king IV The Institute of Directors in Southern Africa NPC owns all copyright and titles in the king IV report on Corporate Governance for South Africa, 2016 in its entirety, inclusive of all parts, sections, chapters and supplements that make up the king IV The king report on Corporate Governance for South Africa (The Institute of Directors in Southern Africa), September 20093 The king Code of Corporate Governance for South Africa (The Institute of Directors in Southern Africa), September 2009 Steering point April 2017.
5 Governing structures and delegation A comparison between king IV TM and king IIIPwC 2 Comparison of king IV TM and king III recommendationsGoverning bodyPwC commentExtract from king IV TMExtract from king III ReportReferencePart 5: king IV Code on Corporate Governance TMPart : Governing structures and delegationChapter 2: Boards and directors Structure of the governing bodyThe king IV TM recommendations are similar to those of king III: A unitary governing body consisting of executive and non-executive determining the requisite number of members of the governing body, the following factors should be considered:..b. The appropriate mix of executive, non-executive and independent non-executive [Part Recommended practice 7]Given the positive interaction and diversity of views that occur between individuals of different skills, experience and backgrounds, the unitary board structure with executive directors (refer to Annex ) and non-executive directors (refer to Annex ) interacting in a working group remains appropriate for South African companies.
6 The unitary system has been well established in South Africa.[Chapter ]Composition: Executive, non-executive and independent non-executive membersThe king IV TM recommendations are similar to those of king III. The governing body should assume responsibility for its composition by setting the direction and approving the processes for it to attain the appropriate balance of knowledge, skills, experience, diversity and independence to objectively and effectively discharge its governance role and responsibilities.[Part Recommended practice 6]The governing body should comprise a majority of non-executive members, most of whom should be independent.[Part Recommended practice 8]The board should comprise a balance of power, with a majority of non-executive majority of non-executive directors should be independent.
7 [Principle ]Note regarding the Companies ActThe Act does not use the terms executive , non-executive or independent non-executive directors. The Act therefore does not contain provisions for the composition of the board with reference to executive, non-executive or independent non-executive member of the governing body definitionKing IV TM does not define an executive member of the governing in the day-to-day management of the company or being in the full-time salaried employment of the company (or its subsidiary) or both defines the director as executive.[Chapter 2: Annex ] Steering point April 2017: Governing structures and delegation A comparison between king IV TM and king IIIPwC 3 Governing bodyPwC commentExtract from king IV TMExtract from king III ReportNon-executive member of the governing body definitionKing IV TM does not define a non-executive member of the governing being involved in the management of the company defines the director as directors are independent of management on all issues including strategy, performance, sustainability, resources, transformation, diversity, employment equity, standards of conduct and evaluation of performance.
8 An individual in the full-time employment of the holding company is also considered a non-executive director of a subsidiary company unless the individual, by conduct or executive authority, is involved in the day-to-day management of the subsidiary.[Chapter 2: Annex ]Independent non-executive member of the governing body definitionKing IV TM asks the governing body to consider all relevant factors prior to concluding that a member could be classified as being an independent non-executive member. The approach followed under king III was often limited to a consideration of the list of matters contained in king III. Non-executive members of the governing body may be categorised by the governing body as independent if it concludes that there is no interest, position, association or relationship which, when judged from the perspective of a reasonable and informed third party, is likely to influence unduly or cause bias in decision-making in the best interests of the organisation.
9 [Part Recommended practice 27]The governing body should consider the following and other indicators holistically, and on a substance-over-form basis, when assessing the independence of a member of the governing body for purposes of categorisation. The member of the governing body:a. Is a significant provider of financial capital, or ongoing funding to the organisation; or is an officer, employee or a representative of such provider of financial capital or funding;b. If the organisation is a company, participates in a share-based incentive scheme offered by the company;c. If the organisation is a company, owns securities in the company, the value of which is material to the personal wealth of the director;d.
10 Has been in the employ of the organisation as an executive manager during the preceding three financial years, or is a related party to such executive manager;Independent non-executive directors should be independent in fact and in the perception of a reasonably informed outsider. Although independence of mind is essential, perceptions of independence are important.[Chapter ]An independent director should be independent in character and judgement and there should be no relationship or circumstances which are likely to affect, or could appear to affect this independence. Independence is the absence of undue influence and bias which can be affected by the intensity of the relationship between the director and the company rather than any particular fact such as length of service or age.
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