
 

  

THE VALUE A PROPERLY COMPOSED AUDIT COMMITTEE 
ADDS TO A CORPORATE ENTITY: A perspective on 
compliance to the NamCode 
 



1. BACKGROUND 
 

The NamCode was introduced in Namibia with the main objective to respond to the need 
for a Namibian specific code that addresses international corporate governance best 
practice within the Namibian context. The NamCode sets out relevant principles and 
requires application on an “apply or explain” basis. 
 
Deloitte corporate governance survey was initially carried out in 2011, subsequently in 
2013, 2016 and then more recently in 2019, where national responses from public and 
private sector entities were collected. The main aim of the aforementioned surveys was 
to identify trends pertaining to the adherence to corporate governance principles by 
Namibian entities.  

The Deloitte Corporate Governance surveys carried out by Deloitte Namibia, creates a 
platform where findings on the current status of corporate governance best practices can 
be examined and evaluated, and to unearth areas of potential improvement in the 
Namibian market. 

 

2. INTRODUCTION 
 
According to Principle C3-3.1 of the NamCode, the board should ensure that a corporate 
entity in Namibia has an audit committee that is effective and independent.  
 
For an audit committee to be “properly constituted” it must comprise of suitably skilled 
and experienced independent non-executive directors, according to Principle C3-3.2 of 
the NamCode.  

The 2019 survey found that 100% (80%; 2016) of Namibian corporations have an audit 
committee as part of their governance structure. 17% of these audit committees have 5-
9 members which are in close proximity of the best practice 4-5 recommended band, 
whilst 78% of audit committees have 1-4 members. 

 

 

 

 

 

 

 

 

 

         Participants who have audit committees: Comparison of 2016 vs 2019 Deloitte Corporate Governance survey results 
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Although Namibian corporations have audit committees, are these committees “properly 
constituted” to effectively meet their obligations and do they have the capacity to add 
value to a corporate entity?  

This article aims to look into the following areas of the audit committees in Namibia:  

• Properly Constituted – which looks at the independence, qualifications and 
financial literacy of the committee. 

• Suitable Capacity – which assesses the time and dedication of each member to 
meaningfully contribute to the committee objectives, while navigating and 
avoiding potential conflicts of interest.  

 

3 “PROPERLY CONSTITUTED” 
For the audit committee to be “properly constituted” we will look into two elements that 
satisfy this requirement: 

• Independence in terms of the NamCode 
• Suitability in terms of skills i.e. qualification and financial literacy 
 

3.1 INDEPENDENCE 
Principle C3-3.1 of the NamCode highlights the importance of the board in 
ensuring that a Namibian corporate entity has an effective and independent 
audit committee.  

I. Principle C3-3.2 of the NamCode recommends that the audit 
committee should constitute only members who are independent 
non-executive directors.  
 

The 2019 Deloitte corporate governance survey reveals that only 38%                           
of the corporate entities in Namibia have more than 75% board 
members who are independent non-executive directors while more 
than 59% of corporate entities in Namibia have less than 75% 
independent non-executive directors. 
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In addition, the survey revealed the following on the attendance of audit 
committee meetings: 

 

 

 

 
 
 
 
 

2019 Management attendance of the audit committee meetings, ranked from the highest attendee to the lowest 
management attendee 

 
In overview, although there is still room for improvement on the independence of 
audit committee members in accordance to principle C3-2.1, it is always good to 
have a mixture of executive directors, non-executive directors and independent 
non-executive directors in compliance with principle C2-18 of the NamCode.  

 

II. Principle C3-3.2.3 of the NamCode states since the chairman of the board has a 
strategic and comprehensive role to play in guiding the board, the chairman 
cannot simultaneously lead and participate objectively in the audit committee, 
and hence the chairman of the board should not be eligible for appointment as an 
audit committee chairman. The 2019 survey reveals that 8% of corporate entities 
in Namibia have their board chairman serving as the chairman of the audit 
committee.  
 

 

 

 

 

 

 

 

 

 

 

 

Attendee Meeting Attendance 

Chief Executive Officer 100% 
Chief Financial Officer 91% 
Chief Risk Officer 61% 
Chief Compliance Officer 44% 
Chief Audit Executive 39% 
Chief technology/information Officer 30% 
General Counsel 13% 
Treasurer 13% 
Other business unit leaders 9% 



 

3.2 SUITABLE CAPACITY  

The effectiveness of the audit committee is dependent on the ability of the members to 
dedicate sufficient time to the business of the committee. 

 
3.2.1 Time Factor 
Principle C2-19:4 of the NamCode highlights that non-executive directors should ensure 
that they have the time required to attend properly to their duties. Directors should 
allocate sufficient time for preparation for and attendance of board committee meetings, 
acquiring and maintaining a broad knowledge of the economic environment, industry and 
business of the various companies.  

 The number of other directorships can directly impact the effectiveness of committee 
members. Even though the NamCode does not prescribe a maximum number of 
directorships for each board member, it indicates that a reasonability test should be 
applied when considering the appropriate number of directorships. The number of 
directorships can also increase the risk of conflicts of interest. 

 

78 % of audit committee members of surveyed corporate entities in Namibia do not have 
limits to the number of audit committees of other companies they can serve as 
members.    

 
3.2.2 Rotation Frequency 
Audit committee leading practices and trends from the Deloitte audit Committee 
Resource Guide, recommends a periodic rotation of audit committee members including 
the chairman.  
 

The 2019 survey revealed that 65% of the audit committees do not have a rotation 
policy for their Committee chair. Namibian audit committees may be losing the potential 
value that could have been gained if there was a rotation of the committee chairman. 

 
3.2.3 Qualification and Financial Literacy 
The NamCode requires that the audit committee members have a suitable skill and 
experience in Principle C3-3.2. Qualifications and financial literacy are key factors for a 
properly functioning audit committee.  

48% of the audit committee chairs, in Namibia, do not possess the financial expertise as 
recommended in Principle C3-3. 6 of the NamCode. 

 

3.2.4 Performance Evaluation 
Principle C3-2.8 of the NamCode states that the audit committee members should 
collectively keep up to date with key developments affecting their required skill set. One 
of the various ways to ascertaining the existing skillset is through performance 
evaluations of the audit committee members.  



30% of audit committees in Namibia do not conduct performance evaluations of its 
members, whilst 56% conduct performance evaluations and the 14% reminder do not 
know whether performance evaluations take place. Corporate entities who do not have 
performance evaluations are unable to assess or improve the value delivered through 
their duties. 

 

2019 vs 2016 comparison of audit committees who conduct performance evaluations and those who do not. 
 
  
3.2.5 Meeting Frequency 
Audit committee leading practices and trends recommends that the audit committees 
should meet at least quarterly or more frequently as circumstances dictate.  
 

The aforementioned survey reveals that although 61% of corporate entities in Namibia 
meet as per the best practice, 22% of these entities meet on a less than recommended 
frequency per annum. 

 

 

 

 

 

 

 

 
 
 
 
The frequency of audit committee meetings per annum, according to the 2019 survey 
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4. CONCLUSION 
 

In overview, there is progress in compliance with the NamCode, which directly adds to 
the effectiveness of audit committees. However the survey results indicate that audit 
committees in Namibia may not have the suitable capacity to add sufficient value to the 
corporate entities. 

Improvements can be made to reach optimal independence, by encouraging 
performance evaluations, limiting memberships on various boards and implementing an 
audit committee rotation policy. 
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