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Foreword

Good governance is about effective leadership to
achieving corporate success, sustainable economic
growth, social and environmental performance.
It is with great pleasure that we present the findings
of our survey on corporate governance in Namibia.
The governance survey is Namibia’s first survey of
its kind, whose aim was to collate and analyse data
regarding the policies, procedures and practices
followed by Namibian companies to adhere to
corporate governance.
Corporate governance inter-links shareholders,
board of directors and an entity’s management in
shaping the performance of the entity. It involves
establishing processes and structures in an
organisation, maintaining adequate checks and
balances to enable directors to carry out their legal
responsibilities and ensure compliance with
legislation. Good governance is about effective
leadership to achieving corporate success,
sustainable economic growth, social and
environmental performance.
In addition, it maintains stakeholders’ confidence,
on the basis of which an entity can raise capital and
brand formation and resolving governance issues in
family-owned businesses.
For listed entities, it provides a positive impact on
the share price. It decreases the cost of capital and
helps to attract and retain shareholders.

The survey received 48 responses nationally, from
public and private sectors. Respondents’
designations comprised:
•
Chief Executive Officers and 		
Managing Directors;
•
Executive Chairmen/Officers;
•
Chief Financial Officers;
•
General and Finance Managers;
•
Directors; and
•
Other Managers (HR, Internal Audit, Strategic,
Secretary).
The information upon which the survey was based
was obtained through the completion of electronic
survey questionnaires.
Given the qualitative and quantitative nature of the
responses, we have taken care to ensure that
information presented in our survey is, to a large
extend, anonymous and a fair reflection of the
responses received.
We would like to extend our appreciation to the
participants for the time and enthusiasm devoted to
providing comprehensive responses.
We believe that it is becoming an imperative for
companies to consider sound corporate
governance. Moreover, we hope that our survey will
heighten awareness of the importance of
governance in Namibia.

Vetumbuavi Junius Mungunda
Managing Partner
Deloitte
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Results

We have not verified the accuracy or
completeness of the information provided by the
respective respondents. We have relied on upon
the respondents’ self-assessments and their
responses have been presented with no
modification or adjustment in an attempt to preserve
the integrity of the responses provided.
Respondents identified a wide range of ways that
can increase an entity’s growth evident in the
responses to the questions.
We believe that several points can be drawn from
the survey that entities are shifting towards sound
corporate governance and ethical principles. This
result is not surprising due to the increasing
regulatory framework/requirements which aim to
ensure that businesses recognise the importance of
corporate governance as an integral part of
management.
Respondents by sector

52%

Private Sector
Public Sector

6

48%

General information

Business leaders are experiencing constant,
fundamental and accelerating workforce change
across industries.
Currently, firms need innovative ideas to sustain
and flourish a firm’s success.
The planning processes of best practice
organisations define the goals within a given
timeframe and the numbers and types of human
resources that will be required to achieve the
desired goals.
Competency-based management supports the
integration of human resources planning with
business planning and allows organisations to
assess the current human resource capacity based
on their competencies against the capacity needed
to achieve the vision, mission, goals and
objectives of the organisation.
To ensure an adequate human resource
capacity and requirements, human resource
strategies, plans and programs (e.g. career
development, learning, hiring and staffing,
succession management, etc.) should be designed,
developed and implemented.
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Average number of staff
A minimum of one employee was recorded, with a
maximum of 5 062 staff over the years.
Percentage of current expenditure allocated to
personnel costs (salaries, benefits etc.)
On average, 41% of expenditure is allocated to
personnel costs. This implies that almost half of an
entity’s expenditure is spend on one of an entity’s
most valuable asset, its human resource. A
minimum of 0.1% and maximum of 83% was
recorded.
Estimated number of personnel by year 2015
Respondents who provided estimated figures for
2015, an annual average yearly increase of 17 staff
is estimated. Of the respondents, 81% believe that
their staff compliment will increase by 2015, whilst
only 4% expect the staff compliment to decrease.
This suggests overwhelming optimism about the
future of the Namibia economy.
Does the Company have published procurement
practices relating to Black Economic
Empowerment?
BEE should be broad-based to accelerate the economic empowerment of previously disadvantaged
sections of our society. It seeks to ensure broader
and meaningful participation in the economy by
previously disadvantaged citizens to achieve sustainable socio-economic development and prosperity. Given the expected introduction of NEEEF policy
on broad-based black empowerment, it is imperative that Namibian enterprises ready themselves by
formalising their approach to black empowerment
procurement.

Average number of staff 2009-2011
530
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490
480

520

470
460

490

450
440

459

430
420

2009

2011

Estimated staff in 2015
90%
80%
70%
60%
50%
81%

40%
30%
20%
10%

15%
4%

0%

Increase

Decrease

BEE published procurement practices

52%

No
Yes
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2010

48%

Stable

Board of Directors

Firms have an average of eight (8) members on
the board of directors. Executives average three,
whilst non-executives average five (5). Overall,
this practice complies with the King III and Code
on Governance, which requires an entity to have
majority of directors to be non-executives, and at
least two executive directors.
Are the procedures for appointments to the
board formal and transparent?
The mere existence of a formal appointment to
the board could imply that there is a governance
discipline. However, at only 5% of the respondents,
it is evident that the King III guidelines in respect
of the appointment of board members is not highly
regarded.
Transparency of board appointment

21%

86%

Yes, please specify
No

Yes responses:
Procedure

Total

Private

Public

Shareholder

24%

34%

11%

Election

19%

17%

22%

Act

14%

0%

33%

Private company principles

9%

17%

0%

Minister

9%

0%

22%

King III guidelines

5%

8%

0%

Board

5%

8%

0%

Nomination committee

5%

8%

0%

Managing director

5%

8%

0%

Gazette

5%

0%

11%

100%

100%

100%
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Does the Board regularly review its mix of skills
and experience and other qualities to ensure
effectiveness of the board as a whole?
54% of respondents confirmed that the board does
not regularly review its mix of skills and experience,
compared to only 50% who positively confirmed.
38% of respondents who positively confirmed,
indicated that the only set of skills not represented
on the board is legal.
Although legal was identified, it is not clear to
what extend technical skills such as engineering, accounting, etc are specifically sought out by
the boards to ensure a complete mix of skills and
experience.
Note: Percentages do not add up to 100 percent as
many respondents indicated more than one answer.
Board sub-committees active at your
Company
King III requires public companies and state-owned
enterprises (SOEs) to have an audit committee in
place, comprising of independent non-executive
directors. Private companies, not for profit
companies and personal liability companies should
voluntarily appoint an audit committee. From the
results, it is evident that entities value the existence
of an audit committee as part of their risk
management processes.
Board sub-committees

Note: Percentages do not add up to 100 percent as
many respondents indicated more than one answer.

10

Does your Company executive remuneration
include performance based remuneration?
With only 65% of respondents having performance
based remuneration, this is very low compared to
about 92% of South Africa’s executives. It is not
surprising that only 36% of public sector executives’
remuneration include incentive based remuneration.
Performance based remuneration is an
effective way of dealing with low/poor performance.
It motivates, retains and attracts key talent, which
effectively increases productivity and cost
effectiveness in the public sector.

Total

Private

Public

Yes

65%

87%

36%

No

35%

13%

64%

Does your Board have formally signed
performance agreements for its Board
members?

Are the Board members regularly evaluated as
to their performance and effectiveness?

14%

23%

77%

86%

No

No

Yes

Yes

Code on Governance prescribes yearly
performance of appraisals of individual directors, to
provide the basis for identifying future
training needs. The nomination for re-appointment
of directors should not be an automatic process and
should only occur after proper evaluation of their
performance.
The absence of regular performance at 77% raises
some key questions:
•
Have risks been considered?
•
Have directors carried out their statutory
duties?
•
Have the company secretary assisted the
board in this regard?
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SOE SPECIFIC QUESTION: Number of Board
members from private sector:
•
An average of five (5) directors of SOEs
comes from the private sector.
SOE SPECIFIC QUESTION: Has the SOE
complied with the SOEGC directive on
executive remuneration?
The diagram below shows 76% of the responding
SOEs do not comply with the SOE Act relating to
executive remuneration.
The reasons for the “NO” responses are
summarised below:
•
No executive appointments made since
SOEGC directive
•
The systems are in the process of being put in
place
•
Currently below the directive
•
SOE being evaluated for classification as an
SOE
•
Exemption granted
Compliance to SOEGC directive

24%

76%

No, please specify
Yes

12

SOE SPECIFIC QUESTION: Has the Company
complied with the SOE directive on
remuneration of Board members?
No

Yes

N/A

Sitting fees

32%

36%

43%

Director fees

42%

28%

29%

Covering of expenses

26%

36%

29%

This means that over a third of the SOEs did not
comply with the directive on remuneration of board
members.

Are there Board members who are not
remunerated?
Remuneration of board members

What is the average sitting fee (in N$) of a Board
member?
Of the total respondents, only 8% are paid an
hourly fee.
Fee per sitting

44%
56%

Yes, please specify
No

Details to the Yes response: Non-remunerated
board members

Amount

%

Nil

18%

N$0-2 000

9%

N$2 001-4 000

26%

N$4 001-6 000

26%

N$6 001-10 000

13%

N$15 001-25 000

4%

N$25 001-28 000

4%

It is worrying that one of the reasons given for
non-remuneration of board members is that they
were non-executive. It is for this reason, i.e. that
they are non-executive, that they should be
remunerated for their effort and service to the
company.
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Does each Board member have specific terms
of office and do the terms of office of Board
members overlap?

Have Board members received formal training
in corporate governance affairs, including
directors’ duties?

35%

36%

64%

65%

Overlapping

No

Specific

Yes

Code of Governance prescribes the induction of
and ongoing training and development of directors
to be conducted through formal processes. Director
development helps encourage governance
practices within the board. Mentorship by
experienced directors is encouraged. The
development of the skills of inexperienced
directors is vital in alleviating the shortage in the
pool of directors available for appointment.

The development of the skills of inexperienced
directors is vital in alleviating the shortage in the pool of
directors available for appointment.
14

Governance arrangements

Does your board have formally signed a
governance agreement with the main
shareholders?

25%

SOE SPECIFIC QUESTION: Is this SOE wholly
state-owned?
80% of SOE respondents to this specific question
are wholly state-owned, with 20% partially owned
by the state and other shareholders such as
municipality and indirect shareholding.
SOE SPECIFIC QUESTION: Which government
ministry or other state agency exercises the
ownership functions with regard to this SOE?

75%

No
Yes

It is imperative that the board and each individual
director acts in the best interests of the company,
its stakeholders and shareholders. That can only
be done where an opportunity is created for the
exchange of information relating to performance
targets, expectations and any remedial actions.

Ministry/Agency

%

Ministry of Finance

25.0%

Ministry of Works and Transport

16.9%

Ministry of Education

8.3%

Ministry of Fisheries and Marine Resources

8.3%

Ministry of Youth, National Service, Sports and Culture

8.3%

Namibia Tourism Board

8.3%

Ministry of Regional, Local Government, Housing & Rural Development

8.3%

Ministry of Information and Communications Technology

8.3%

Ministry of Labour and Social Welfare

8.3%

Does the board have full and effective control
over the Company by monitoring performance
and ensuring the implementation of the
Company plans and strategies?

7%

93%
No
Yes
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Operational/market environment

Phrases which best describe the operational/
market environment the Company functions in?
It is not surprising that a strong competitive
environment took the bulk of the cake. With 41% of
respondents stating that they operate in
“heavily regulated environment”, it suggests that our
economy is still a regulated economy. Competition
drives industries and economies. Substitute
products become a threat should they perform
the same function as the product or service they
replace. Generally, buyers are powerful should they
have the opportunity to shop around for the best
deal and they purchase a significant amount of a
product. Suppliers are powerful should there be few
suppliers of a good or service, as the buyer is
denied the opportunity to shop around for a good
deal.

SOE SPECIFIC QUESTION: Does this SOE compete directly or indirectly with other SOEs?
SOE’s competitive environment

25%

75%

No
Yes

Operational/market environment
Environment suitable for public-private partnerships

26%

Ideal private sector only environment

Ideal state-only environment

22%

4%

Heavily regulated environment

41%

Strong competitive environment

Weak competitive environment

52%

4%

Established oligopoly environment

7%

State-maintained monopoly environment

Natural monopoly environment

11%

4%
0%

10%

20%

30%

40%

50%

60%

Note: Percentages do not add up to 100 percent as
many respondents indicated more than one answer.
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Chief Executive Officer

Who appoints the CEO / Managing Director?
The Board of a company has absolute responsibility
for the performance of the company. As a result, the
Board should appoint the CEO, not the shareholder
or minister. However, in appointing the CEO, it is
good governance that the Board consults with key
stakeholders, including major shareholders.
Appointed By:

All

Private

Public

Board

42%

47%

36%

Shareholders

27%

47%

0%

Minister

19%

0%

46%

Council

4%

0%

9%

Family Trust

4%

6%

0%

State President

4%

0%

9%

100%

100%

100%

Does the board formally appraise the
performance of the CEO at least annually?

24%

76%

No
Yes

Does the Company have a fixed term contract or
normal employment contract with the CEO?

41%
62%

Fixed employment. Please specify term of
office
Normal employment

Fixed employment term
80%
76%

70%
60%
50%
40%
30%
20%
10%
0%

8%
2 Years

5 Years

8%

8%

Seconded

Temporary
position
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Funding & Investments

What funding sources are utilised by this
Company to finance its projects and
operations?

Note: percentages do not add to 100 percent as
many respondents indicated more than one answer.
Subsidies received
Five (5) respondents received subsidies in the
years 2009-2011. Two additional respondents
received subsidies in 2010 and 2011 respectively.
The subsidies ranged up to N$400 million. In
addition, four (4) respondents received donor grants
or contributions.

18

Taxes

Is this Company responsible for paying taxes,
levies and/or dividends to a state body?
75% of respondents are responsible for paying
taxes, whilst 25% are exempt.
Tax risk management should be a comprehensive
and granular process. Entities should consider
consultations with tax advisers to ensure that the
entity’s tax affairs are in accordance with the law. In
addition, internal auditors should provide monitoring
function over tax controls.
Those responsible for paying taxes incur the
following taxes:

Note: Value Added Tax (VAT) has been excluded
from the results due to incomplete information
provided by respondents regarding VAT.
Percentages do not add to 100 percent as many
respondents indicated more than one answer.
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Other issues

Profits recorded (Optional question)
Profit

2009

2010

2011

N$0-10m

25%

22%

17%

N$10-20m

13%

-

-

N$20-50m

50%

22%

50%

N$50-100m

-

33%

17%

N$150-300m

13%

-

-

N$300-500m

-

11%

-

N$500-1000m

-

11%

17%

Two out of the 9 respondents reported losses in
2009.

Equity

2009

2010

2011

N$0-50m

34%

22%

33%

N$50-100m

-

11%

17%

N$100-150m

22%

33%

-

N$150-300m

-

-

17%

N$300-500m

22%

11%

17%

N$500-1000m

22%

22%

17%

Profits for the respondents declined marginally from
2009 to 2011. With over 85% of respondents
recording a profit in excess of N$20 million, it is
clear that the Namibian economy has been resilient
in the face of the on-going global economic
uncertainties.
One out of the 10 respondents reported
accumulated losses in 2009.
On average, the majority of respondents’ profit
range between N$20-50 million. Interestingly,
34% of the respondents reported profits between
N$50-100 million in 2011, a significant improvement
compared to 2009.

20

How long after year end was the annual report
finalised?
Number of months

2009

2010

2011

2

10%

15%

0%

3

40%

40%

43%

4

20%

20%

14%

6

20%

15%

7%

8

5%

5%

7%

12

5%

5%

0%

-

-

29%

Not submitted

Issues regarded as challenges to good governance
in Namibia (by respondents):
•
It should be made compulsory for
companies to have formal induction
programmes for newly appointed board
members which should include a separate
section on corporate governance.
•
The limitations set through the SOEGC on
executive remuneration.
•
Board appointment process should be made
more effective -transparent, quick and skillbased. In addition, remuneration guidelines
should be updated annually and must be
market/sector-related.
•
Board members and employees should never
be appointed on political affiliation or who you
know. This is compromising good governance.
All board and executive positions should be
on a contract basis with clear performance
contracts. In addition, remuneration should
be based on company performance and
bonus should only be paid once targets have
been achieved. Moreover, any deviation from
governance should be investigated whether
public or private and culprits be brought to
book. Board and executives should be held
accountable for their actions.
•
Conflicts of interest not well understood or
managed.
•
Appointment of Board members that depend
on nominations from stakeholders. No specific
skills and experience is considered.
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Annexure A

SOE Act Compliance checklist
Section Details
Procedure for appointment of board members
15

First constitution/new term of the board:
Head of secretariat must, after consultation with the portfolio Minister, make a report to the Council containing recommendations, names of persons and particulars.
Appointment of temporary board members

16

Portfolio Minister may, despite sections 14 and 15 or anything to the contrary in other law contained, and if the circumstances of a pressing or urgent nature so requires, appoint
a suitably qualified persons on a temporary basis until new board members are appointed.
Appointment ceases upon expiry of six months from appointment date. Council may approve an extended period of not more than two months.
Governance agreement with board
Portfolio Minister must, within one month of being constituted, and with due regard to any directives laid down by the Council under section 4, enter into a written agreement with
the board in relation to:
- the State’s expectations (business scope, efficiency, financial performance and achievement of objectives)

17

- portfolio Minister’s obligations (function conferred or imposed by the establishing Act)
- business planning principles, measures necessary to protect the financial soundness and business and financial plan structure
- key performance indicators
- principles followed at each financial year-end in respect of any surplus in the accounts and any other matter relating to the performance of the SOE’s functions under any law
Portfolio Minister and the board may in writing amend the governance agreement from time to time.
Governance agreement must be open to inspection by the public at the SOE’s head office during business hours.
Performance agreements with board members individually

18

Portfolio Minister must, within one month of appointing a board member, enter into a performance agreement, with due regard to any directives laid down by the Council under
section 4.
Business and financial plan

19

Every SOE must annually, at least 90 days before the commencement of its next financial year, submit a business and financial plan to the portfolio Minister.
The business plan must include the operating and capital budget of the SOE.
Performance agreements of management staff

21

The board must require the CEO and such other senior management staff as the board may determine, to enter into a performance agreement with the board, with due regard to
any directives laid down by the Council under section 4.
Remuneration of board members and management staff

22

Remuneration and allowances payable to the board members must be determined by the portfolio Minister with the concurrence of the Finance Minister and with due regard to
any directives laid down by the Council under section 4.
No remuneration is payable to a board member who is in the full-time service of the State
Remuneration and other service benefits of the CEO and other management staff must be determined by the board with the concurrence of the portfolio Minister.

26

Annual reports
The board must not later than six months after the financial year-end submit an annual report on the operations to the portfolio Minister and Council.
Obligations concerning investments

27

22

Any power entrusted to any person to invest any money of the SOE must not be exercised by that person unless the prior written approval of the portfolio Minister has been
obtained.

Compliance
Yes/ No

Annexure B

Companies Act, 2004
Summary of key changes

Section

Details

Subsidiary

A subsidiary is now defined by control and not a majority shareholding
percentage.

Loans

Financial assistance may now be given (previously an offence) for the
acquisition of shares in a company, or its holding company, if prior approval by
special resolution is obtained and the company will remain liquid and solvent
after the acquisition.

Memorandum of association

For memorandum or articles of association of a company not in English,
companies have until 31 October 2012 to substitute them, by authority of
special resolution.

Annual duty

Disclosure requirements for annual returns is required to be lodged and paid
within one month of a company’s financial year-end.

Directors

Persons convicted of insider trading are specifically disqualified as directors,
unless if permitted by the Court. The penalty is N$500 000 and/or two years in
prison.

Auditors

The resignation of an auditor only becomes effective on the receipt of the
written notification by the Registrar.

Annual financial statements

There is no obligation for a private company to send its annual financial
statements to the Registrar. However, it must have its annual general meeting
within 9 months of its year-end.

Accounting records

The date of any valuation of assets and the revalued amounts are now required
to be maintained in the register of fixed assets.
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Contacts

For more information, please contact:
Junius Mungunda
Managing Partner
Partner – Special Services Group
Tel: +264 (0)61 285 5012
Email: jmungunda@deloitte.co.za

Simeon Shaanika
Consultant – Special Services Group
Tel: +264 (0)61 285 5025
Email: sshaanika@deloitte.co.za
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