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Abstract:

South Africa's corporate governance framework has undergone substantial legal transformation in
response to systemic governance failures exposed by theState Capture Commission. This study
examines the Companies Amendment Acts of 2024, recent judicial developments regarding director
delinquency, and the transition from King IV to King V through doctrinal legal analysis of primary
legislation, case law, regulatory guidance, and practitioner implementation perspectives. The research
investigates how legislative amendments address deficiencies in director accountability, remuneration
transparency, and beneficial ownership disclosure. The findings reveal that the Companies Amendment
Act 16 of 2024 and Companies Second Amendment Act 17 of 2024 introduce significant reforms,
including binding shareholder votes on executive remuneration with a two-strike rule, extended limitation
periods for director delinquency proceedings, and enhanced disclosure requirements for beneficial
ownership. Judicial interpretation in Organisation Undoing Tax Abuse v Myeni (2020) and Smuts v
Kromelboog Conservation Services (2024) has established stringent standards for director conduct, with
courts increasingly willing to declare directors delinquent for gross negligence and breach of fiduciary
duties. The King V Report, effective January 2026, refines governance principles from 17 to 13,
introduces a mandatory standardized Disclosure Framework, and aligns with recent legislative reforms.
A comparative analysis of King IV and King V principles reveals specific operational changes including
the nine-year independence hard cap, expanded data and technology governance with artificial
intelligence oversight, and dual materiality requirements for sustainability reporting. The study identifies
significant technical and administrative barriers to implementing beneficial ownership disclosure
requirements, including CIPC system capacity constraints, verification challenges, and resource

limitations for small and medium enterprises. The study concludes that while legislative and soft law
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reforms strengthen the corporate governance architecture, effective implementatio nrequires enhanced
enforcement capacity at the Companies and Intellectual Property Commission, resolution of technical
implementation barriers, and greater alignment between voluntary King V principles and statutory
requirements. This research contributes to applied business scholarship by providing practitioners with
actionable insights regarding compliance obligations and governance risk management in the evolving

regulatory landscape.
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Introduction

South Africa's corporate governance framework has experienced unprecedented legal transformation in
the aftermath of systemic governance failures exposed by the Judicial Commission of Inquiry into
Allegations of State Capture, Corruption and Fraud in the Public Sector and Organs of State, commonly
known as the Zondo Commission. The Commission's findings revealed extensive corporate governance
breakdowns at state-owned enterprises and private entities, characterized by defective board
appointments, inadequate risk management systems, and failures of fiduciary oversight that enabled
the misappropriation of public resources (Latchu, 2022; Latchu & Singh, 2024). These revelations
exposed a critical regulatory gap: while the Companies Act 71 of 2008 and the voluntary King IV Report
provided comprehensive governance frameworks in theory, in practice these instruments failed to
prevent systemic governance collapses due to inadequate enforcement mechanisms, insufficient
transparency requirements, and the absence of meaningful consequences for non-compliance. The
regulatory gap manifested in three specific dimensions. First, the absence of binding shareholder votes
on executive remuneration allowed excessive pay packages disconnected from organizational
performance, enabling the extraction of value by connected individuals at the expense of stakeholders.
Second, the two-year limitation period for director delinquency proceedings proved inadequate for
complex forensic investigations, allowing egregious misconduct to escape sanction. Third, the absence
of mandatory beneficial ownership disclosure requirements facilitated the use of anonymous shell
companies and complex ownership structures to obscure the true beneficiaries of state contracts and
procurement processes. These gaps were not merely technical deficiencies but structural weaknesses
that undermined the entire governance architecture. These revelations precipitated urgent legislative
reform, culminating in the Companies Amendment Act 16 of 2024 and Companies Second Amendment
Act 17 of 2024, which commenced partial operation on 27 December 2024. The amendments represent
the most significant overhaul of South African company law since the Companies Act 71 of 2008,
introducing binding shareholder votes on executive remuneration, extended limitation periods for
director liability claims, and enhanced beneficial ownership disclosure requirements (Ararat et al., 2021;
Republic of South Africa, 2024a, 2024b). The regulatory landscape governing corporate governance in
South Africa operates through a hybrid system combining statutory mandates with voluntary codes of
best practice. The Companies Act establishes minimum legal standards for board composition, director
duties, and committee structures, while the King IV Report on Corporate Governance for South Africa
2016 provides recommended principles that, although voluntary, have attained quasi-legal status
through Johannesburg Stock Exchange listing requirements and judicial recognition (Institute of
Directors South Africa, 2016; Maroun & Cerbone, 2020). The Institute of Directors South Africa and King
Committee released King V on 31 October 2025, effective for financial years beginning on or after 1
January 2026, representing a fundamental recalibration of governance expectations for a world marked
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by intensifying climate crisis, evolving risks, and growing social and economic inequalities (Institute of
Directors South Africa, 2025). This dual-layer system creates complex compliance obligations for
business entities, particularly listed public companies and state-owned enterprises that must navigate
both prescriptive legal requirements and evolving best practice standards (Haroon & Zaka, 2023;
Nicholson et al., 2018). This study addresses critical questions regarding the effectiveness of recent
legislative and soft law reforms in strengthening corporate governance standards and preventing
governance failures. The research examines how the Companies Amendment Acts 2024 modify existing
governance requirements, how judicial interpretation of director delinquency provisions has evolved,
what refinements King V introduces compared to King 1V, and what implications these developments
hold for corporate practitioners and governance professionals. The analysis contributes to applied
business research by bridging legal scholarship with practical management implications, providing
actionable insights for compliance officers, company secretaries, and board members navigating the
evolving regulatory environment. The study employs doctrinal legal methodology, analyzing primary
legislation, reported judgments, and regulatory guidance documents to assess the current state of

corporate governance law and identify areas requiring further reform.
Literature Review

Conceptual and Historical Framework of South African Corporate Governance

The theoretical foundation of corporate governance scholarship distinguishes between shareholder-
centric and stakeholder-inclusive models of corporate accountability. South Africa’'s approach,
articulated through the King IV Report and refined in King V, embraces an inclusive stakeholder model
that recognizes the interdependence between organizational success and the economic, social, and
environmental wellbeing of its operating context (Institute of Directors South Africa, 2016, 2025;
Rossouw, 2020). King V elevates sustainable development as a central ethical and strategic imperative,
systematically embedding integrated thinking across all governance domains and requiring
organizations to understand the interconnectedness of economic, environmental, and social systems
(Azeus Convene, 2026). This philosophical orientation aligns with the constitutional values of the
Republic of South Africa 1996, which imposes obligations on the state and private actors to promote
social justice, environmental protection, and sustainable development (Republic of South Africa, 1996).
Academic commentary has examined how this normative framework influences board decision-making,
with research indicating that companies adopting integrated reporting and stakeholder-inclusive
governance practices demonstrate enhanced long-term financial performance and resilience (Dzingai &
Fakoya, 2017; Anwana, 2022; Sifiso & Pfano, 2022). The historical evolution of South African corporate
governance reflects a trajectory from voluntary self-regulation toward increasingly prescriptive statutory
requirements. The first King Report (King 1) in 1994 introduced voluntary governance principles in the
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post-apartheid era, emphasizing ethical leadership and stakeholder inclusivity. King 1l (2002) expanded
these principles to encompass sustainability reporting, while King Il (2009) introduced the "apply or
explain" approach that became a hallmark of South African governance. King IV (2016) refined this
approach to "apply and explain," requiring organizations to demonstrate how governance practices
achieve desired outcomes rather than merely adopting prescribed structures (Institute of Directors South
Africa, 2016). This historical progression demonstrates a gradual hardening of voluntary standards, with
each iteration responding to governance failures and incorporating emerging international best
practices. The transition to King V represents the most significant recalibration since King Ill, responding
to contemporary challenges including climate crisis, technological disruption, and the need for greater
accessibility across diverse organizational types. The phenomenon of state capture and governance
failures at South African state-owned enterprises has generated substantial scholarly analysis regarding
systemic weaknesses in corporate governance frameworks. Research examining the governance
failures at South African Airways, Eskom, and Transnet identifies common patterns including the
appointment of unqualified board members, the erosion of internal controls, the subordination of risk
management to political imperatives, and the failure of social and ethics committees to exercise effective
oversight (Latchu & Singh, 2024; Magagula, 2016; Mbele, 2015). These studies emphasize that
governance failures resulted not from inadequate legal frameworks but from implementation deficits,
cultural deficiencies, and the absence of consequences for non-compliance (Ferguson, 2019; Kgobe &
Chauke, 2021; Sithomola, 2019). The literature suggests that effective governance requires not merely
technical compliance with structural requirements but genuine commitment to ethical culture and
fiduciary responsibility (Rossouw, 2020; TEI, 2022).

Legislative Reforms: The Companies Act and Subsequent Amendments

The Companies Act 71 of 2008 established the foundational statutory framework for corporate
governance in South Africa, introducing provisions for director duties, board composition, shareholder
remedies, and regulatory enforcement. Section 76 establishes the standard of conduct expected of
directors, requiring that directors act in good faith, in the best interests of the company, and with the
degree of care, skill, and diligence that may reasonably be expected of a person carrying out the same
functions. Section 77 creates liability for directors who breach these duties, while section 162 provides
for director delinquency proceedings where directors engage in gross negligence, wilful misconduct, or
repeated breaches of statutory obligations. The Act also mandates the establishment of audit
committees and social and ethics committees for public and state-owned companies, reflecting the
constitutional imperative to promote social and economic development (Republic of South Africa, 2008).
The Companies Amendment Act 16 of 2024 and Companies Second Amendment Act 17 of 2024
represent the most significant legislative reforms since the original Act. The Amendment Act introduces

section 30A, mandating binding shareholder votes on remuneration policies and reports for public
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companies and state-owned companies. The policy must be approved by ordinary resolution and
remains in force for three years unless materially amended. The implementation report must disclose
individual director remuneration, highest- and lowest-paid employees, average and median employee
remuneration, and the pay gap between highest- and lowest-paid employees (Republic of South Africa,
2024a). The two-strike rule imposes escalating consequences for rejected remuneration reports: on the
first rejection, remuneration committee members must stand for re-election as committee members; on
the second consecutive rejection, they must stand for re-election as directors and are prohibited from
serving on the remuneration committee for two years (Glass Lewis, 2024). The Second Amendment Act
extends the limitation period for delinquency proceedings from two years to five years, recognizing that
governance failures often only become apparent after extended periods and that complex forensic
investigations require substantial time. The amendments also clarify that a director may be declared
delinquent if they repeatedly fail to comply with statutory obligations, even if individual instances of non-
compliance might not warrant delinquency, thereby addressing patterns of negligent conduct that
previously escaped sanction (Republic of South Africa, 2024b; Webber Wentzel, 2024). These
legislative reforms directly address the regulatory gaps exposed by the State Capture Commission,
transforming voluntary recommendations into binding statutory requirements with meaningful

enforcement mechanisms.
Judicial Accountability: Key Case Law and Gaps in Enforcement

Director liability and accountability mechanisms have attracted significant academic attention,
particularly following the landmark judgment in Organisation Undoing Tax Abuse and Another v Myeni
and Others (2020), where the High Court declared former South African Airways chairperson Dudu
Myeni a delinquent director for life (Organisation Undoing Tax Abuse v Myeni, 2020). This case
established that public interest organizations possess standing to bring delinquency applications under
section 157(1)(d) of the Companies Act, significantly expanding the enforcement mechanisms available
to hold directors accountable for governance failures (Institute of Directors South Africa, n.d.). The
Supreme Court of Appeal dismissed Myeni's application for leave to appeal in April 2021, affirming that
public interest organizations have standing to bring delinquency applications and that courts may impose
lifetime delinquency orders for egregious misconduct (Organisation Undoing Tax Abuse, 2025).
Subsequent jurisprudence has clarified the standards of conduct expected of directors, with courts
holding that gross negligence, wilful misconduct, and breach of trust warrant delinquency declarations
(Smuts v Kromelboog Conservation Services, 2024; Pillay v Stokes, 2025). The Supreme Court of
Appeal in Smuts v Kromelboog Conservation Services (2024) confirmed that section 162 aims to
promote acceptable corporate governance standards and protect the public from directors who engage
in serious misconduct, establishing that individuals unworthy of the trust bestowed on them as directors
must be declared delinquents (De Rebus, 2025; Webber Wentzel, 2026). The Court held that courts are
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not concerned with trivial misdemeanors or unfortunate falls from grace, but only with gross abuses of
the position of director. In Pillay v Stokes (2025), the South Gauteng High Court reiterated the protective
purpose of section 162, emphasizing that the provision is designed to ensure that investors are protected
against directors who engage in serious misconduct, specifically conduct that breaches the bond of trust
shareholders place in those they appoint to the board (Webber Wentzel, 2026). The Court's judgment
in African Legend Investments v Ramano (2024 ) further clarified that directors who willfully misrepresent
legal advice, cause breach of contractual undertakings, and frustrate fulfillment of suspensive conditions
in transaction documents act in a manner amounting to gross negligence, willful misconduct, and breach
of trust warranting delinquency declaration for seven years (Cliffe Dekker Hofmeyr, 2025). These
judgments collectively establish that South African courts will impose severe sanctions including lifetime
or extended delinquency orders for egregious misconduct, while the extension of standing to public
interest organizations has expanded enforcement mechanisms beyond shareholder actions. Despite
these developments, significant gaps in enforcement remain. The Companies and Intellectual Property
Commission exercises primary regulatory authority over company registration, compliance monitoring,
and enforcement through administrative fines and deregistration proceedings, though resource
constraints and institutional capacity may limit effective implementation (Organisation for Economic Co-
operation and Development, 2022; Companies Tribunal, 2022). The extension of the limitation period
from two to five years addresses one enforcement gap, but the Commission's capacity to investigate
and prosecute delinquency applications remains limited. The literature identifies a persistent
implementation deficit, where legal frameworks are adequate but enforcement mechanisms are

insufficient to ensure compliance (Ferguson, 2019; Kgobe & Chauke, 2021).
The Transition from King IV to King V and Its Doctrinal Implications

The evolution of remuneration governance has been marked by increasing regulatory intervention to
address excessive executive compensation and income inequality. The King IV Report recommends
that remuneration committees comprise independent non-executive directors and that remuneration
policies align with organizational strategy and stakeholder interests (Institute of Directors South Africa,
2016). However, academic research and institutional investor surveys have identified persistent
deficiencies in remuneration practices, including the use of performance metrics that incentivize short-
term risk-taking and inadequate disclosure of pay differentials between executives and ordinary
employees (Glass Lewis, 2024; Bussin et al., 2023). King V explicitly addresses the wage gap and
fairness in executive pay, which were less emphasized in King IV, and proposes connecting executive
remuneration to performance measures indicating favorable outcomes across economic, environmental,
and social contexts (Azeus Convene, 2026). King V, released on 31 October 2025 and effective for
financial years beginning on or after 1 January 2026, represents a fundamental evolution in South

African corporate governance standards. The Report reduces the number of principles from 17 in King
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IV to 13, consolidating several principles and removing those on institutional investors and sector
supplements (Azeus Convene, 2026). King V introduces a standardized Disclosure Framework to
promote consistency and comparability across organizations, advances beyond King IV's integrated
reporting by requiring dual materiality in sustainability reporting covering both financial and impact
materiality, and expands the scope of information governance to include oversight of data governance
and emerging technologies, including artificial intelligence (Institute of Directors South Africa, 2025). The
Report simplifies language and structure to make it more accessible across sectors, from JSE-listed
companies to state-owned enterprises, non-profits, and private entities (Thomson Wilks, 2025). King V
maintains the outcome-based approach of King IV, discouraging tick-box compliance and prescribed
governance practices while allowing organizations to adopt the framework based on their size and
specific circumstances (Azeus Convene, 2026). The four governance outcomes remain ethical culture,
performance and value creation, conformance and prudent control, and legitimacy, though King V
reframes performance as sustainable performance and conformance as conformance and prudent
control (Institute of Directors South Africa, 2025). The Report aligns with recent legislative reforms,
including the Companies Amendment Act 2024 and global governance standards, reducing the friction
boards face when navigating multiple compliance requirements (Thomson Wilks, 2025). Comparative
corporate governance research positions South Africa within the global trend toward enhanced
transparency and accountability. The country's framework has been influenced by the United Kingdom's
Corporate Governance Code, Australia's two-strike rule for remuneration votes, and European Union
directives on beneficial ownership disclosure (Chambers Global Practice Guides, 2025; Haroon & Zaka,
2023). However, South Africa's approach retains distinctive features, including the mandatory social and
ethics committee requirement for public and state-owned companies, which reflects the constitutional
imperative to promote social and economic rights (Republic of South Africa, 2008). King V aligns with
recent legislative reforms such as the 2024 Companies Amendment Act and global governance
standards including the European Union's Corporate Sustainability Reporting Directive, while simplifying
the Code's language and structure to make it more accessible and practical across sectors (Thomson
Wilks, 2025). Comparative analysis suggests that South Africa's hybrid statutory-voluntary system offers
advantages in flexibility and adaptability, though it also creates compliance complexity and potential
gaps between legal minimums and best practice expectations (Nicholson et al., 2018; Ararat et al.,
2021).

Principle King IV (2016) _ Operational Change

) ] ) ] Consolidated with stronger emphasis on
1 Ethical leadership Ethical leadership ] )
sustainable development as an ethical duty
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Principle King IV (2016) _ Operational Change
o i o i Enhanced through explicit requirements for
2 Organisational ethics Organisational ethics . .
measuring ethical culture
5 Responsible corporate ||Responsible Expanded to include stronger environmental and
citizenship corporate citizenship ||social obligations
4 Strategy and Sustainable Reframed to require integrated economic,
performance performance environmental, and social value creation
) Dual materiality Significantly advanced; includes both financial
5 Reporting . i o
reporting and impact materiality
Primary role and Role and S ] ) .
o o Simplified with clearer delineation of board
6 responsibility of the responsibility of the )
functions
board board
. Composition of the Enhanced by introducing a nine-year
7 Composition of the board )
board independence cap
] Committees of the Refined with clearer mandates for social and
8 Committees of the board . .
board ethics committees
. Evaluation of the Strengthened through mandatory external
9 Evaluation of the board )
board evaluations
10 Delegation to Delegation to Clarified with stronger oversight of management
management management accountability
) ) Expanded to explicitly include climate and
11 Risk governance Risk governance o
cybersecurity risks
19 Technology and Data and technology ||Significantly expanded to include Al oversight
information governance |governance and data ethics
] Conformance and Reframed beyond legal compliance to broader
13 Compliance governance
prudent control governance control
14 Remuneration Integrated into Removed as a standalone principle; incorporated
governance Principle 13 into conformance framework
Integrated into Removed as a standalone principle; incorporated
15 Assurance o ) )
Principle 5 into reporting framework
16 Stakeholder Integrated into Removed as a standalone principle; incorporated
relationships Principle 3 into responsible citizenship
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Principle King IV (2016) _ Operational Change

Eliminated to shift focus toward internal
17 Institutional investors Removed

organisational governance

Table 1: Comparative Analysis of King IV (2016) and King V (2025) Governance Principles

Note: Comparison based on Institute of Directors South Africa (2016; 2025) and practitioner analyses
(Azeus Convene 2026; Thomson Wilks 2025).

The doctrinal implications of the transition from King 1V to King V are significant for corporate governance
scholarship and practice. The reduction from 17 to 13 principles represents not merely a consolidation
but a fundamental reconceptualization of governance priorities. The removal of the institutional investors
principle reflects a shift from investor-centric governance toward broader stakeholder accountability,
while the integration of remuneration governance into the conformance principle signals a move away
from treating executive pay as a standalone issue toward embedding it within broader accountability
frameworks. The introduction of the nine-year independence hard cap addresses concerns about
director entrenchment and capture that were evident in state-owned enterprise governance failures,
while the expansion of technology governance to include artificial intelligence oversight responds to
emerging risks that were not contemplated when King IV was drafted. The dual materiality requirement
represents perhaps the most significant doctrinal advancement, moving beyond King IV's integrated
reporting approach to require organizations to report not only on financial materiality (how sustainability
issues affect the organization) but also on impact materiality (how the organization affects sustainability).
This aligns with the European Union's Corporate Sustainability Reporting Directive and positions South
African governance standards at the forefront of global sustainability reporting. The doctrinal shift from
"apply or explain" to "apply and explain" in King IV, and now to outcome-based governance in King V,
reflects an evolving understanding of governance effectiveness: what matters is not the adoption of
prescribed structures but the achievement of desired outcomes through flexible, context-appropriate

practices.
Research Methodology

This study employs doctrinal legal research methodology to analyze the evolution of corporate
governance law in South Africa. Doctrinal legal research involves the systematic analysis of legal rules,
principles, and concepts through examination of primary sources including legislation, case law, and
regulatory instruments (Hutchinson & Duncan, 2012). This methodology is particularly appropriate for
analyzing the structure and content of corporate governance statutes, as it enables precise examination

of legislative provisions, regulatory powers, and judicial interpretation. The research focuses on primary
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legislation including the Companies Act 71 of 2008, Companies Amendment Act 16 of 2024, Companies
Second Amendment Act 17 of 2024, General Laws Anti-Money Laundering and Combating Terrorism
Financing Amendment Act 22 of 2022, and subsidiary regulations promulgated under these statutes.
The case law analysis component examines judicial decisions interpreting corporate governance
provisions, particularly section 162 of the Companies Act regarding director delinquency and section 77
regarding director liability. Reported judgments from the Constitutional Court, Supreme Court of Appeal,
and High Courts provide insight into judicial interpretation of statutory standards and the application of
legal principles to factual scenarios involving governance failures (Smuts v Kromelboog Conservation
Services, 2024; Pillay v Stokes, 2025; Organisation Undoing Tax Abuse v Myeni, 2020). The
methodology incorporates analysis of regulatory guidance issued by the Companies and Intellectual
Property Commission, the Johannesburg Stock Exchange, and the Institute of Directors South Africa,
which operationalize statutory requirements and provide compliance guidance to practitioners. Data
sources include official government gazettes containing legislation and regulations, South African Law
Reports and electronic databases including Saflii for case law, and regulatory publications from
governance institutions. The King IV Report 2016 and King V Report 2025 provide primary source
material on voluntary governance standards (Institute of Directors South Africa, 2016, 2025). Academic
literature from corporate law, business ethics, and management disciplines published between 2018
and 2026 was reviewed to contextualize legal developments within broader governance scholarship,
including sources from Journal of Business Ethics, Emerging Markets Review, Corporate Governance:
An International Review, and South African Journal of Economic and Management Sciences. To address
the limitation of exclusive reliance on doctrinal analysis, this study incorporates practitioner
implementation perspectives derived from published industry reports, regulatory feedback documents,
and compliance surveys. Sources include the OECD's 2022 corporate governance review of South
Africa, the Companies Tribunal's research reports on implementation challenges, and practitioner
publications from major South African law firms analyzing compliance costs and administrative burdens.
While the study does not include original empirical data collection through surveys or interviews, the
incorporation of these secondary practitioner perspectives provides insight into the practical impact of
legislative changes and validates the perceived implementation challenges identified in the doctrinal
analysis. The analytical framework examines three dimensions of corporate governance regulation: the
structural requirements for board composition and committee establishment; the conduct standards
applicable to directors and prescribed officers including fiduciary duties and duties of care and skill; and
the accountability mechanisms including shareholder remedies, regulatory enforcement, and judicial
proceedings for delinquency and liability. This framework enables systematic evaluation of how
legislative amendments strengthen governance standards and identify remaining gaps in the regulatory

architecture. The study acknowledges limitations inherent in doctrinal methodology, including the gap
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between legal provisions and organizational practice, though efforts are made to identify implementation

challenges through analysis of regulatory reports, practitioner publications, and case law.

Category Source Citation Relevance to Study
Primary ] Republic of South Core statutory framework for
T Companies Act 71 of 2008|
Legislation Africa (2008) corporate governance
Introduces remuneration
Primary Companies Amendment (|[Republic of South .
T ] transparency, beneficial
Legislation  ||Act 16 of 2024 Africa (2024a) ) .
ownership, and SEC composition
] Companies Second . Addresses director delinquency
Primary Republic of South S ]
o Amendment Act 17 of ) limitation periods and repeated
Legislation Africa (2024b) ]
2024 non-compliance
) General Laws Anti-Money . . o .
Primary . Republic of South Establishes beneficial ownership
o Laundering Amendment . i )
Legislation Africa (2022) disclosure requirements
Act 22 of 2022
CIPC Beneficial ) ) -
Regulatory . ] Operationalises beneficial
Ownership Regulations Government Gazette o i
Instrument ownership filing requirements
2023
) Case No. 22/12/2020, ||Establishes public interest
Organisation Undoing Tax || ) . o )
Case Law . High Court, Pretoria  ||standing and lifetime delinquency
Abuse v Myeni
(2020) orders
Clarifies standards for director
Smuts v Kromelboog ) ) )
Case Law . ] 2024 JDR 4913 (SCA) ||delinquency, including gross
Conservation Services .
negligence
Case No. 194/2024, ||Interprets section 162 as
Case Law Pillay v Stokes Supreme Court of protective; emphasises breach of
Appeal (2025) fiduciary trust
) ] ] Addresses wilful
African Legend High Court judgment ] )
Case Law misrepresentation and breach of
Investments v Ramano (2024) ]
contractual undertakings
Voluntary King IV Report on Institute of Directors ||Provides baseline governance
Standard Corporate Governance South Africa (2016) principles for comparative analysis
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Category Source Citation Relevance to Study

. ) . Introduces revised governance
Voluntary King V Report on Institute of Directors o .
] principles and Disclosure
Standard Corporate Governance South Africa (2025)
Framework

Table 2: Primary Legal Sources and Judicial Decisions Analysed

(Source: Authors’ own)

Note: Table compiled from primary legal sources and judicial decisions analysed in this study.
Findings and Discussion

The Companies Amendment Act 2024 introduces substantial changes to the governance framework
established by the Companies Act 2008, with particular emphasis on remuneration transparency,
beneficial ownership disclosure, and the composition of social and ethics committees. Section 30A of
the Amendment Act mandates that public companies and state-owned companies prepare and present
a remuneration policy for approval by ordinary shareholder resolution at annual general meetings, with
the policy remaining in force for three years unless materially amended (Republic of South Africa,
2024a). The remuneration report, which must be presented annually, must include an implementation
report containing detailed disclosures, including individual director remuneration, the highest- and
lowest-paid employees, average and median employee remuneration, and the pay gap between the
highest- and lowest-paid employees (Pinsent Masons, 2024). These provisions represent a significant
enhancement of transparency requirements, addressing longstanding concerns regarding excessive
executive compensation and income inequality within South African corporations (Glass Lewis, 2024;
Bussin et al., 2023). The Amendment Act introduces a two-strike rule for remuneration votes, imposing
meaningful consequences for board members when shareholders reject remuneration reports. If
shareholders vote against the remuneration report by majority resolution, all members of the
remuneration committee must stand for re-election in their capacity as committee members at the next
annual general meeting (Glass Lewis, 2024). If the report is rejected for a second consecutive year,
committee members must stand for re-election as directors and are prohibited from serving on the
remuneration committee for two years, though they may remain board members if re-elected (Republic
of South Africa, 2024a). This mechanism, modeled on Australian corporate governance practices,
strengthens shareholder influence over remuneration practices while maintaining board continuity,
though commentators note that the consequences are less severe than Australian provisions that may
trigger board spill resolutions (Glass Lewis, 2024). The beneficial ownership disclosure requirements
introduced through the General Laws Anti-Money Laundering and Combating Terrorism Financing
Amendment Act 2022 and operationalized through amended Companies Regulations 2023 respond to
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South Africa's greylisting by the Financial Action Task Force in February 2023 (Chambers Global
Practice Guides, 2025). Companies must now file beneficial ownership declarations with the Companies
and Intellectual Property Commission, identifying natural persons who ultimately own or exercise
effective control over the company (Webber Wentzel, 2024). The Amendment Act 2024 extends these
requirements by mandating that companies lodge securities registers and beneficial ownership
information within specified timeframes, with the Commission empowered to deregister non-compliant
companies and impose administrative penalties (Republic of South Africa, 2024a). These provisions
enhance transparency regarding corporate ownership structures, addressing concerns regarding
anonymous shell companies and complex ownership arrangements that facilitate money laundering and
tax evasion. According to a media statement published by the Department of National Treasury on 21
February 2025, South Africa is now deemed to have addressed or largely addressed 20 of the 22 action
items in its Action Plan, leaving two items to be addressed in the next reporting period, which may enable
South Africa to exit the FATF Greylist in October 2025 (Chambers Global Practice Guides, 2025).

Technical and Administrative Barriers to Beneficial Ownership Implementation

While the legislative framework for beneficial ownership disclosure is comprehensive, significant
technical and administrative barriers hinder effective implementation. The Companies and Intellectual
Property Commission's electronic filing system has experienced capacity constraints since the
introduction of mandatory beneficial ownership filings in 2023, with practitioners reporting system
downtime, slow processing times, and difficulties in uploading complex ownership structures (Webber
Wentzel, 2024). These technical limitations create compliance risks for companies attempting to meet
filing deadlines, particularly given the Amendment Act's empowerment of the Commission to deregister
non-compliant companies. Verification of beneficial ownership information presents substantial
administrative challenges. The Commission lacks the resources to verify the accuracy of beneficial
ownership declarations independently, relying instead on self-reporting by companies with limited cross-
referencing against other government databases. This creates opportunities for inaccurate orincomplete
disclosures, undermining the effectiveness of the transparency regime. The OECD's 2022 review of
South African corporate governance noted that the Commission's enforcement capacity is constrained
by limited staff and budgetary resources, suggesting that the expanded powers introduced by the
Amendment Act may exceed the Commission's operational capacity (Organisation for Economic Co-
operation and Development, 2022). Small and medium enterprises face particular resource constraints
in complying with beneficial ownership requirements. The identification of ultimate beneficial owners
requires legal and forensic expertise that many SMEs cannot afford, particularly where ownership
structures involve multiple layers of holding companies, trusts, or foreign entities. The Companies
Tribunal's 2022 research report identified compliance costs as a significant barrier for smaller

companies, noting that the administrative burden of beneficial ownership tracking, securities register
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maintenance, and regular filings may divert resources from core business activities (Companies
Tribunal, 2022). These resource constraints create a risk that beneficial ownership requirements will be
complied with formally but not substantively, with companies filing technically compliant declarations
that do not accurately reflect true ownership structures. The intersection of beneficial ownership
disclosure with data protection requirements adds further complexity. The Protection of Personal
Information Act 4 of 2013 imposes strict requirements for the processing of personal information,
including the beneficial ownership data that companies must file with the Commission. Balancing
transparency obligations against privacy protections requires sophisticated legal analysis that many
companies, particularly smaller entities, are ill-equipped to undertake. The absence of clear guidance
on this intersection creates uncertainty for compliance officers and may result in inconsistent
approaches to data handling. The social and ethics committee requirements have been refined through
the Amendment Act 2024 to strengthen independence and accountability. For public and state-owned
companies, the majority of social and ethics committee members must be non-executive directors who
have not been involved in day-to-day management within the previous three financial years
(BoardCloud, 2024). Public and state-owned companies must elect the committee annually at annual
general meetings, and the committee must comprise at least three non-executive directors, with the
majority being non-executive and one member being a non-executive director with specialized
knowledge of social and economic development (Republic of South Africa, 2024a). These amendments
address concerns regarding the effectiveness of social and ethics committees in monitoring
organizational ethics and social performance, requiring greater independence from management and
enhanced expertise in sustainable development matters (Ferguson, 2019; Rossouw, 2020). The
Companies Second Amendment Act 2024 introduces provisions specifically aimed at implementing
recommendations of the Zondo Commission regarding director accountability. The Act amends section
162 of the Companies Act to extend the limitation period for bringing delinquency applications from two
years to five years, recognizing that governance failures often only become apparent after extended
periods and that complex forensic investigations require substantial time (Republic of South Africa,
2024b). The amendments also clarify that a director may be declared delinquent if they repeatedly fail
to comply with statutory obligations, even if individual instances of non-compliance might not warrant
delinquency, thereby addressing patterns of negligent conduct that previously escaped sanction
(Webber Wentzel, 2024). Judicial interpretation has played a crucial role in developing corporate
governance standards, with recent cases establishing stringent benchmarks for conduct of directors. In
Organisation Undoing Tax Abuse v Myeni (2020), the High Court declared Dudu Myeni a delinquent
director for life, finding that she had breached her fiduciary duties, failed to act in the best interests of
South African Airways, and caused the airline to incur massive losses through irregular contracts and
governance failures (Organisation Undoing Tax Abuse v Myeni, 2020). The Supreme Court of Appeal

dismissed Myeni's application for leave to appeal in April 2021, affirming that public interest
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organizations have standing to bring delinquency applications and that courts may impose lifetime
delinquency orders for egregious misconduct (Organisation Undoing Tax Abuse, 2025). This case
established significant precedents regarding the standard of conduct expected of directors and the
availability of public interest standing to enforce corporate governance standards. The Supreme Court
of Appeal in Smuts v Kromelboog Conservation Services (2024) further developed the jurisprudence on
director delinquency, confirming that section 162 aims to promote acceptable corporate governance
standards and protect the public from directors who engage in serious misconduct (Smuts v Kromelboog
Conservation Services, 2024). The Court held that individuals unworthy of the trust bestowed on them
as directors must be declared delinquents, and that courts are not concerned with trivial misdemeanors
or unfortunate falls from grace, but only with gross abuses of the position of director (De Rebus, 2025).
The case involved a director who transferred company funds to a related trust without shareholder
approval, incurred excessive legal fees, and made unauthorized donations, with the Court finding that
such conduct demonstrated gross negligence and breach of fiduciary duty warranting delinquency
declaration (Webber Wentzel, 2026). In Pillay v Stokes (2025), the South Gauteng High Court reiterated
the protective purpose of section 162 of the Companies Act, emphasizing that the provision is designed
to ensure that investors are protected against directors who engage in serious misconduct, specifically
conduct that breaches the bond of trust shareholders place in those they appoint to the board (Webber
Wentzel, 2026). The Court's judgment in African Legend Investments v Ramano (2024) further clarified
that directors who willfully misrepresent legal advice, cause breach of contractual undertakings, and
frustrate fulfillment of suspensive conditions in transaction documents act in a manner amounting to
gross negligence, willful misconduct, and breach of trust warranting delinquency declaration for seven
years (Cliffe Dekker Hofmeyr, 2025). These judgments collectively establish that South African courts
will impose severe sanctions including lifetime or extended delinquency orders for egregious
misconduct, while the extension of standing to public interest organizations has expanded enforcement
mechanisms beyond shareholder actions.

Practitioner Perspectives on Implementation Challenges

While this study does not include original empirical data collection, published practitioner perspectives
and regulatory reports provide valuable insight into the practical implementation of the 2024 reforms.
The OECD's 2022 corporate governance review of South Africa identified a significant gap between
legal requirements and organizational practice, noting that many companies treat governance
compliance as a box-ticking exercise rather than an integrated strategic function (Organisation for
Economic Co-operation and Development, 2022). This finding is corroborated by the Companies
Tribunal's 2022 research report, which identified implementation deficits as the primary cause of
governance failures rather than inadequate legal frameworks. Compliance officers and governance

practitioners have reported significant challenges in implementing the new remuneration disclosure
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requirements. The granular disclosure of individual director remuneration, pay gaps, and performance
metrics requires sophisticated data collection and reporting systems that many companies, particularly
state-owned enterprises with legacy IT infrastructure, do not possess (Glass Lewis, 2024). The three-
year policy cycle introduces additional complexity, requiring boards to anticipate and justify remuneration
strategies over extended periods while remaining responsive to changing economic conditions.
Practitioners have noted that the two-strike rule, while strengthening shareholder influence, may create
perverse incentives for boards to manipulate remuneration reporting to avoid rejection rather than
genuinely aligning pay with performance (Bussin et al., 2023). The transition from King IV to King V
presents practical challenges for governance professionals. The introduction of the standardized
Disclosure Framework requires organizations to reassess their current reporting practices and invest in
new systems for data collection and presentation. The dual materiality requirement, while advancing
sustainability reporting, demands expertise in both financial and impact assessment that many
organizations lack. The expansion of technology governance to include artificial intelligence oversight
requires boards to develop new competencies in emerging technologies, creating skills gaps that may
take years to address. Practitioner publications from major South African law firms emphasize the need
for early preparation and board education to ensure smooth transition to King V standards (Thomson
Wilks, 2025; Webber Wentzel, 2024). The institutional architecture for corporate governance regulation
involves multiple government departments creating both comprehensive oversight and significant
fragmentation. The Companies and Intellectual Property Commission exercises primary regulatory
authority over company registration, compliance monitoring, and enforcement through administrative
fines and deregistration proceedings (Organisation for Economic Co-operation and Development, 2022;
Companies Tribunal, 2022). The Commission's powers to deregister non-compliant companies and
impose administrative penalties under the Amendment Act 2024 provide important enforcement tools,
though resource constraints and institutional capacity may limit effective implementation. The hybrid
statutory-voluntary system retains advantages in flexibility and adaptability, though compliance
complexity remains a challenge for organizations navigating both prescriptive legal requirements and

evolving best practice standards (Nicholson et al., 2018; Haroon & Zaka, 2023).
Conclusion

The regulatory frameworks governing corporate governance in South Africa have undergone substantial
transformation through the Companies Amendment Acts 2024, evolving judicial interpretation of director
delinquency provisions, and the transition from King IV to King V. The Companies Amendment Act 16
of 2024 and Companies Second Amendment Act 17 of 2024 introduce significant reforms including
binding shareholder votes on executive remuneration with a two-strike rule, extended limitation periods
for director delinquency proceedings from two to five years, enhanced beneficial ownership disclosure
requirements, and refined social and ethics committee composition standards. These legislative
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amendments address specific governance failures exposed by the State Capture Commission,
particularly regarding remuneration opacity, director accountability, and anonymous corporate
ownership structures. Judicial interpretation has established stringent standards for director conduct,
with courts increasingly willing to declare directors delinquent for gross negligence, breach of fiduciary
duties, and patterns of non-compliance with statutory obligations. The Organisation Undoing Tax Abuse
v Myeni (2020), Smuts v Kromelboog Conservation Services (2024), and Pillay v Stokes (2025)
judgments demonstrate that South African courts will impose severe sanctions, including lifetime or
extended delinquency orders for egregious misconduct, while the extension of standing to public interest
organizations has expanded enforcement mechanisms beyond shareholder actions. These
developments signal a shift toward greater accountability and professionalization of directorship in South
Africa. King V represents a fundamental recalibration of voluntary governance standards, reducing
principles from 17 to 13, introducing standardized disclosure frameworks, and elevating sustainable
development as a central ethical imperative. The Report's alignment with recent legislative reforms and
global standards including the European Union's Corporate Sustainability Reporting Directive, combined
with its simplification of language and structure, enhances accessibility and practical applicability across
diverse organizational types. The emphasis on dual materiality reporting, data and technology
governance, and integrated thinking responds to contemporary challenges including climate crisis,
cybersecurity threats, and artificial intelligence adoption. The assessment of results indicates that while
legislative and soft law reforms strengthen the corporate governance architecture, effective
implementation requires enhanced enforcement capacity at the Companies and Intellectual Property
Commission, resolution of technical implementation barriers, and greater alignment between voluntary
King V principles and statutory requirements. The Commission's powers under the Amendment Act 2024
provide important enforcement tools, though resource constraints may limit effective implementation.
The hybrid statutory-voluntary system offers advantages in flexibility, though compliance complexity

remains a challenge.
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Figure 3. Director Compliance Checklist:

Urgent Actions for Alignment with 2024 Governance Reforms

This checklist summarises the key compliance obligations for directors under the 2024 corporate governance
reforms. It provides an action-oriented guide to ensure timely alignment and reduce governance risk.
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Research limitations include the reliance on documentary analysis without original empirical data
collection through surveys or interviews with governance practitioners. While the study incorporates
published practitioner perspectives and regulatory reports to address this limitation, future research
should involve quantitative analysis of compliance costs, assessment of King V implementation
effectiveness, and investigation of enforcement outcomes at the Companies and Intellectual Property
Commission. The study's reliance on doctrinal methodology means that the gap between legal
requirements and organizational practice may not be fully captured, suggesting the need for mixed-
methods research combining legal analysis with organizational case studies. Institutional-systemic
implications of the research suggest that organizations should prioritize early adoption of King V
principles, update governance frameworks to align with the standardized Disclosure Framework, and
implement robust systems for beneficial ownership tracking and remuneration transparency. Boards
should ensure directors understand the heightened accountability standards established by recent
jurisprudence and the consequences of governance failures including potential delinquency
declarations. The Companies and Intellectual Property Commission should invest in system capacity
and staff training to ensure effective enforcement of the expanded powers introduced by the Amendment
Acts. Government should address the technical and administrative barriers facing small and medium
enterprises by providing guidance, templates, and potentially subsidized compliance support. These
reforms position South Africa's corporate governance framework as a model for emerging economies
seeking to balance economic development with accountability, transparency, and sustainable value

creation.
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