
Relevance & Attitude to King 
IV Code in the Public Sector-
focus on ethical leadership 
and good governance. 



The Meaning of Institutional The Meaning of Institutional The Meaning of Institutional The Meaning of Institutional GovernanceGovernanceGovernanceGovernance----

• Corporate governance is essentially about effective leadership 
characterised by ethical values of responsibility, accountability, 
fairness and transparency

• It regulates exercise of power within a public institution 
(municipality/entity) to ensure that institution’s 
strategic/operational objectives are achieved

• SA courts ruled that good institutional governance is ultimately 
about effective leadership



Ethical LeadershipEthical LeadershipEthical LeadershipEthical Leadership

• It is about leading by example (setting the tone from the 
top) and by motivating and encouraging staff to perform as 
best as they can

• Leading by example refers to honesty, integrity, fairness, 
transparency and the commitment to be accountable for 
one’s actions, and the willingness to root out fraud and 
corruption by all means necessary at any time

• Code of Conduct is therefore essential 



Combined AssuranceCombined AssuranceCombined AssuranceCombined Assurance



King IV ApplicationKing IV ApplicationKing IV ApplicationKing IV Application

• Unlike the previous King Codes the King IV Code now applies to all 
private sector companies and public sector organisations and now 
also includes ALL METROS and MUNICIPALITIES (i.e. categories A,B 
and C as per the Municipal Structures Act and includes all MOEs’

• Part 6 of the Draft King Code Supplement for municipalities is a 
must read. 



So What Is New In King IV?So What Is New In King IV?So What Is New In King IV?So What Is New In King IV?
• King IV applies a principle-and-outcomes-based approach and moves away 

from a tick-box approach. 

• The 75 King III principles have been consolidated into 16 principles

• The focus in King IV is clearly on ensuring that the application of the principles 
achieves specifically identified outcomes, including ethical culture, good 
performance, effective control and/or legitimacy. 

• Each principle is supported by a limited number of recommended practices and 
requires specific disclosures.

• In line with international developments, remuneration has received far     
greater prominence in King IV. 

• In light of the prevalence of the Fourth Industrial Revolution, King IV has 

deliberately separated technology and information. 



So What Is New In King IV?(So What Is New In King IV?(So What Is New In King IV?(So What Is New In King IV?(Continued)Continued)Continued)Continued)

• King IV recommends the establishment of a Social and Ethics Committee 
(SEC) as a prescribed board committee. How many municipalities have a S 
& E Committee?

• King IV now specifically recognises the role responsibilities of 
stakeholders –

• King IV has a strong focus on opportunity management in addition to risk 
management. In addition it requires the Board to pay specific attention 
to opportunities in the process of strategic planning.

• King IV has acknowledged the need to assess and confirm the external 
auditor’s independence 

• King IV suggests that the audit committee oversees auditor 
independence, considering the impact of non-audit services, audit firm 
tenure and audit partner rotation. 



The Philosophy Behind King IVThe Philosophy Behind King IVThe Philosophy Behind King IVThe Philosophy Behind King IV
The underlying theme of King III emphasised the Board’s responsibility for 
business sustainability. These principles are now well embedded and, as 
described above, King IV brings a renewed focus on ethical leadership and 
good governance. 

The philosophy of King IV is focused on:

• Sustainable development

• Integrated thinking

• Corporate citizenship

• Stakeholder inclusivity

• Company’s role and responsibility in society

This philosophy is centred on three paradigm shifts in corporate governance:

• From financial capitalism to inclusive capitalism

• From short-term capital markets to long-term, sustainable capital markets

• From silo reporting to integrated reporting



Who Are The Various Stakeholders?Who Are The Various Stakeholders?Who Are The Various Stakeholders?Who Are The Various Stakeholders?

• Parties who contract with the entity e.g. customers, employees , 
suppliers etc

• Parties who have a non-contractual nexus with the entity e.g. civil 
society, local communities,

• NGOs,

• The environment

• The State as legislator or regulator



Outputs Versus Outcomes Approach Outputs Versus Outcomes Approach Outputs Versus Outcomes Approach Outputs Versus Outcomes Approach 

Strategy no longer stops at outputs

• Council/Board needs to be informed of stakeholder relationships

• Council/Board needs to be informed of value creation sources

• Council/Board needs to be informed of how the Municipality makes 
its money

• Council/Board needs informed oversight



Governance OutcomesGovernance OutcomesGovernance OutcomesGovernance Outcomes
• Corporate governance for the purpose of King IV , is defined as the 

exercise of ethical and effective leadership by the governing body 
(includes the Municipal Council, Board of Directors, etc.) towards the 
achievement of the following governance outcomes:

• Ethical culture

• Good performance

• Effective control

• Legitimacy

• King IV as with its predecessors, is that of a set of voluntary principles 
and leading practices

• The application regime for King IV is “apply and explain”



Apply And ExplainApply And ExplainApply And ExplainApply And Explain

• King IV requires an “Apply AND Explain” approach, as opposed to 
King III which is “Apply OR Explain”. 

• This means that application of the principles is assumed, and that 
an explanation is disclosed on the practices that have been 
implemented and the progress made towards governance 
outcomes.

• Municipalities operate in a highly regulated environment and I 
believe the legislated framework provides a high degree of 
compliance with the King Code  



King IV Principles (1) Proof of PracticeKing IV Principles (1) Proof of PracticeKing IV Principles (1) Proof of PracticeKing IV Principles (1) Proof of Practice
• The following are the King IV key principles that will apply to all the metros and 

municipalities.

• Principle 1: The Council should lead ethically and effectively./ (set the tone at the 
top) Municipal Systems Act 32 of 2000 Code of Conduct for Councillors Schedule 1.

• Principle 2: The Council should govern the ethics of the municipality in a way that 
supports the establishment of an ethical culture./ (set the tone at the top) Municipal 
Systems Act 32 of 2000. council should oversee Code of Conduct for Officials 
Schedule 2 –Council.

• Principle 3 : The Council should ensure that the municipality is and seen to be a 
responsible corporate citizen./ (set the tone at the top) Municipal Systems Act 32 of 
2000 (MSA) Code of Conduct for Councillors Schedule 1. Council should set the 
example through own conduct.

• Principle 4: The Council should appreciate that the municipality’s core purpose is risks 
and opportunities, strategy, business model, are all inseparable elements of the value 
creation process performance and sustainable development./  Section 152 of the 
Constitution of SA/ Chapter 7: 151-164 Local Government. Municipal Systems Act 32 
of 2000. Chapter 3 Municipal Functions and Powers. Chapter 5 Integrated 
Development Planning. Chapter 8 Municipal Services. Municipal Finance 
Management Act 56 of 2003 (MFMA) - Chapter 4 Municipal Budgets.



King IV Principles King IV Principles King IV Principles King IV Principles (2)(2)(2)(2)
• Principle 5: The Council should ensure that reports issued by the municipality enable 

stakeholders to make informed assessments of the municipality’s performance and its 
short,  medium and long-term prospects./MFMA Reports and Financial Statements 
including in Year Reporting. Chapter 12 of the MFMA.MSA Chapter 6 Performance 
Management.

• Principle 6: The Council should serve as the focal point and custodian of corporate 
governance in the municipality./Municipal Finance Management Act 56 of 2003-Chapter 7 
Responsibilities of the Mayor. Municipal Systems Act 32 of 2000-Chapter 2 Legal Nature 
Rights and Duties of Municipalities. Local Government Municipal Structures ACT 117 of 
1998-Chapter 3 Municipal Councils.

• Principle 7: The Council should comprise the appropriate balance of knowledge, skills, 
experience, diversity and independence for it to discharge its governance role and 
responsibilities objectively and effectively./ Local Government Municipal Structures ACT. 
117 OF 1998- Chapter 3 Municipal Councils. Appointments are done through a Political 
Process however continuous councilor training train.

• Principle 8: The Council should ensure that its arrangements for delegation within its own 
structures promote independent judgement and assist with balance of power and the 
effective discharge of its duties./Municipal Systems Act 32 of 2000 section 59 Delegations 
–Municipal Systems Act 32 of 2000 -Chapter 3 -Municipal Functions and Powers. Chapter 
4 -Internal Structures and Functionaries.



King IV Principles King IV Principles King IV Principles King IV Principles (3)(3)(3)(3)
• Principle 9: The council should ensure that the evaluation of its own performance and that of its 

committees, its speaker and its individual councillors , support continued improvement in its 
performance and effectiveness./Municipal Systems Act 32 of 2000- MSA Chapter 6 Performance 
Management.

• Principle 10: The Council should ensure that the appointment of, and delegation to, 
management contribute to role clarity and the effective exercise of authority and 
responsibilities duties./Municipal Systems Act 32 of 2000- Chapter 7-Local Public Administration 
and Human Resources. Local Government: Municipal Systems Act: Regulations: Appointment 
and conditions of employment of senior managers. Municipal Systems Act 32 of 2000 section 59 
Delegations –

• Principle 11: The Council should govern risk in a way that supports the municipality in setting 
and achieving its strategic objectives./Municipal Finance Management Act 56 of 2003-
section165 Internal Audit and 166 Audit Committees.

• Principle 12: The Council should govern technology and information in a way that supports the 
municipality./Internal Audit Plans and Risk Management Policies. Business Continuity Plans.

• ◦ Principle 13: The Council should govern compliance with applicable laws and adopted 
nonbinding rules, codes and standards in a way that supports the municipality being ethical and 
a good corporate citizen./Municipal Finance Management Act 56 of 2003-section 165 IAU.



King IV Principles King IV Principles King IV Principles King IV Principles (4)(4)(4)(4)
• Principle 14: The Council should ensure that the municipality remunerates fairly, responsibly 

and transparently so as to promote the achievement of strategic objectives and positive 
outcomes in the short, medium and long term. /Municipal Systems Act 32 of 2000-Chapter 4 
Staff Matters. Municipal Finance Management Act 56 of 2003-section 167 Councilor’s 
Remuneration. Remuneration of Public Office Bearers Act 20 of 1998-determines the 
Remuneration of Councilors. under Government Gazette No. 37245 of 17 January 2014, 
empower the Minister to, annually by notice Section 72 of MSA and Regulation 35 of the 
Local Government: Regulations on Appointment and Conditions of Employment of 
SeniorManagers, issued in terms of Government Notice No. 21 as published e in the gazette 
to determine the total remuneration packages of senior managers according to different 
categories of municipalities(Upper Limits) Bargaining Council.

• Principle 15: The Council should ensure that assurance services and functions enable an 
effective control environment and that these support the integrity of information for 
internal decision-making and of the municipality external reports./Municipal Finance 
Management Act 56 of 2003-section165 Internal Audit and 166 Audit Committees. 
Municipal Public Accounts Committee-National Treasury Circulars and Guidelines- Municipal 
Public Accounts Committees (MPAC) – Guide and Toolkit.

• Principle 16: In the execution of its governance role and responsibilities the Council should 
adopt a stakeholder- inclusive approach that balances the needs, interests and expectations 
of material stakeholders in the best interests of the municipality over./Municipal Systems 
Act 32 of 2000-Chapter 4 Community Participation. Municipal Finance Management Act 56 
of 2003-Chapter 11 Goods and Services and Supply Chain Management Regulations and 
Municipal Policies.



Immediate  Next  Steps Immediate  Next  Steps Immediate  Next  Steps Immediate  Next  Steps ––––Compliance ChecklistCompliance ChecklistCompliance ChecklistCompliance Checklist



SOME QUESTIONS ? FOR PANEL DISCUSSIONSSOME QUESTIONS ? FOR PANEL DISCUSSIONSSOME QUESTIONS ? FOR PANEL DISCUSSIONSSOME QUESTIONS ? FOR PANEL DISCUSSIONS

• Should municipalities appoint  a Social and Ethics Committee (SEC)?

• What is the attitude of Leadership (Politicians) and Management (MM and 
Directors) towards King IV?

• To what extent is King IV principles being applied in municipalities?

• Who champions the application of King IV in municipalities?

• To what extent can codes of corporate governance prevent corporate 
failure? 

• Why has King IV not prevented the recent failures in both the public and 
private sectors?

• Why is tenure of members of the governing body so important, and what is 
the King IV approach in this regard?

• Can King IV improve the necessary levels of transparency and 
accountability?



GOVERNANCE RISK AND COMPLIANCEGOVERNANCE RISK AND COMPLIANCEGOVERNANCE RISK AND COMPLIANCEGOVERNANCE RISK AND COMPLIANCE
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