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BACKGROUND & PEEPA MANDATE

= PEEPA derives its mandate from Privatisation Policy of 2000:

o Advises Government on Private Sector Participation (PSP)
o Develops PSP strategies including restructuring/rationalisation

o Monitors and evaluates the performance of SOEs

o Promotes good corporate governance in Government and public
enterprises

o Advises Government on the appointment of directors to serve on SOE
boards

o Facilitates SOEs to undertake performance evaluation of the Boards

o Assist Government in setting performance targets for parastatals and
other public entities;




PEEPA CORPORATE GOVERNANCE FRAMEWORK
(CGF)

Blueprint for oversight —practices, and processes and tools that define how a

company is governed

Developed and rolled out in 2012
Purpose is to promote and facilitate adoption of CG best practice by SOEs

PEEPA facilitates compliance and adoption of the CGF by SOEs

Main aims of the CGF:-

Establishing measures for the exercise of shareholder oversight
Effective monitoring and evaluation of the performance of SOEs
Promotion of accountability in the management of SOEs
Facilitate strategic alignment of parastatals with line Ministries

Facilitate ethical & effective leadership; effective internal controls; accountability;
transparency; & good performance




CORPORATE GOVERNANCE PROCESSES & TOOLS

Shareholder « Agreement between the Minister & Board Chairperson

Compact » Sets out the mandated key performance objectives, measures and
indicators, as well as annual targets

sets out functions, duties and responsibilities of the board, chairpersons
and individual board members, and how the board functions

Board Charter

Merit-based

transparent and merit-based process for nomination of candidates and

Board appointment of SOE board members
selection
process

 to familiarise incoming directors with the organisation’s operations, its
Board business environment, their duties and responsibilities & CG best
Induction practices
Board » Appraises the performance of the board, board chairperson, and
Evaluation individual board members, as well as Committees of the Board.

* Informs the Minister on the performance of the board

» Guides in the re-appointment of board members.

* Identifies capacity building areas for members
Performance
Monitoring * Monitor and evaluate operational and financial performance

I Tool



THE ROLE OF PEEPA IN THE APPOINTMENT OF
SOE BOARDS

= To promote transparency, merit, consistency, fairness &
accountability it is important to have a central structure for

nominations of candidates for SOEs boards

= Privatisation Policy assigns PEEPA responsibility to “advise
Government on the appointment of directors of public
companies and parastatals, and to monitor performance of

those directors and boards”

= To implement this mandate, in 2004 PEEPA adopted a

transparent and merit-based process




PEEPA TRANSPARENT AND MERIT-BASED BOARD
SELECTION PROCESS

Objectives of the process are to:

= Professionalise appointment process for SOE boards.
= [ntroduce transparency in nomination process

= Achieve appointments based on merit only; recommend candidates who

meet stated criteria

= |dentify and reduce risk of nominating members who may be over

committed,;
= |dentify candidates who have potential conflict of interest;
= Achieve board continuity by staggering tenures of members

= Achieve a balanced board; skills set, knowledge, experience & diversity




PEEPA PROCESS —cont. ...

= Process premised on best practice, emphasis on essential attributes:

o OECD 2025: “The state should ensure that boards of SOEs have the
necessary authority, competencies and objectivity to carry out their
functions of strategic guidance, risk management oversight and monitoring
of management”.

o King Ill: Principle 2.18: “The board should comprise a balance of power,
with a majority of non-executive directors. The majority of non-executive
directors should be independent”

o King IV: Principle 7: “Governing body should comprise the appropriate
balance of knowledge, skills, experience, diversity and independence
for it to discharge its governing role and responsibilities objectively and
effectively”

= the collective skills, knowledge, experience and diversity of thought

is key for effective boards;




PEEPA PROCESS-cont.

Step 2:
candidates

BOARD NOMINATION INITIATED: Identify & Select

o BY Ministry
o By PEEPA Option 1: 1 — 2 vacancies
o Process starts after confirming with Recommend from the database.

Ministries

Option 2: More than two
vacancies

o Extend search for
candidates

» Step 1: PEEPA analyses
Composition of Current Board to

determine:
diversity

> Place Request for Expressions of Interest
on Media & other platforms

o Tenure info incl. no of terms
each member is serving

o Results; skills » Evaluate expressions of interest (incl.
gaps/duplications, no diversity, shortlisting & inviting candidates)
terms not staggered, No INEDs » Constitute a Panel (PEEPA & Ministry)
o e 'how to » Interactions with shortlisted candidates
3ddress above resu.lts when » Recommend suitable candidates
» Produce & submit Report to Ministry

nominating new candidates




PAST BOARD NOMINATION REFORMS &
ACHIEVEMENTS BY PEEPA

= PEEPA recommended for and was successful in:
o Entrenchment of transparent & merit-based process
o Introduction of balanced skills mix and diversity in boards; gender & youth

o discontinuation of appointment of PSs in boards and as Chairperson (for
independence)

o separating the roles of CEO and chairperson—to prevent one individual
from having too much control e.g. BMC (Managing Director), then PPADB

o Discontinuation of appointment of SOE CEOs to SOE boards, avoid peer
protection

o Significant reduction in few individuals being members of many boards
(Limiting number of boards one can serve in)

o Limiting number of terms individuals can serve in a board




Challenges to achieving balanced board composition

= Establishing instruments impose restrictions:
o small board sizes and prescriptive and restrictive Skills mix provisions
o Prescriptive Constituencies & positions from which members to be sourced
o Silent on need for diversity, esp. gender, age

o Silent on Executive Directors and independent directors

= Substitution of PEEPA recommended candidates & appointment of
members outside the Merit-based process;

= Lack of feedback by Ministries regarding PEEPA recommended candidates
= Unstaggered members terms; threat to continuity & institutional memory

All these lead to duplications and gaps in essential attributes; imbalance
= |nability to identify and fill board vacancies well ahead of time

= Late filling of board vacancies, leading to dysfunctional boards

= Very few SOEs undertake the board evaluation exercise




Interventions for addressing the challenges
Regular engagement of Ministries on:

= The benefits of using the PEEPA transparent and merit-
based process

= Importance of timely initiation of board nomination and
appointments

= importance of Board diversity: mix of skills, experiences,
backgrounds & charact. in the board

o appropriate mix of executive and independent non-executive
directors (NEDs);

= Need for Board evaluation to inform reappointments
decisions and address skills gaps




New Reforms to address the challenges

of Corporate Gov r c e and Performance Monitorin
In?ormatﬂ)r? gystem MIS) 9

o embracing digital transformation to improve data availability for timely
identification & filling of board vacancies

o To track board composition; skills mix, diversity considerations and
recommend for corrective actions timeously

Draft SOE Ownership policy
= Recommends for:

o Structured board nomination process that can be consistently applied to
ensure transparent, merit-based and competency-driven recruitment of
directors

o Standardised guidelines for all board appointments

o est. of an Oversight Authority by Act of Parliament, to oversee
appointment of directors

o Board nomination will be backed by legislative power




New Reforms - cont.

E(Baft Guidelines for the a Bpint ent of board members of BW
Es- Annexure to Ownership Policy

= Introduces a structured nomination process that reduces the risk of
nominating and appointing people who may not be fit-and-proper

= ensure merit-based, competency-driven, and transparent, board
appointments;

= include following critical elements:-
o Criteria and foundation for board composition & board appointments
o Factors for creating a balanced and effective board:
» Types of directors; Executive, Non-Exec., Independent non-Exec.

» Separation of Board chair role from that of CEO
> Eligibility requirements: board diversity
» Staggering of the terms of board members

> Roles and responsibilities in board appointment process;
= Detailed process for nomination of candidates

- Post-aiiointment iI’OCGdUI’GS



CONCLUSION

= PEEPA plays a key role in professionalising SOE board
appointments

= |f Shareholder utilizes PEEPA transparent and merit-based
process, only competent individuals will be appointed to SOE
boards:

o individuals who have right skills;
o Diversity: knowledge and experience, gender, age
o independent enough to discharge fully their governance roles and

responsibilities

= They will provide effective oversight that leads to good

performance of SOEs
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