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Governance

 It means to make sure things are run well.

 How people choose to collectively organise themselves to manage their own

affairs, share power and responsibilities, decide for themselves what kind of

organisation they want for their future, and implement those decisions.

 Have processes, structures, traditions and rules in place



Governance

Governance helps to ensure that:

 resources (money, people, natural, cultural) are managed

 rules, policies and laws are created and enforced

 essential programs and services are prioritised and delivered

 goals are set and achieved



Governance

 Basic conditions which help to produce effective  governance:

 governing institutions (rules)

 leadership

 genuine decision-making power

 capacity

 resources

 accountability

 participation.



Corporate Governance

Corporate governance is defined as “the system by which

companies are directed and controlled” (Cadbury Committee,

1992).

 In Malaysia, the Finance Committee Report (2001) defined

corporate governance as, “the process and structure used to

direct and manage the business and affairs of the company

towards enhancing business prosperity and corporation

accountability with the ultimate objective of realizing long term

shareholder value, whilst taking into account the interests of other

stakeholders.”



Governance Red Flags

 Dysfunctional Board

 A domineering CEO

 Insufficient active Board involvement

 Insufficient personal accountability at the Board level

 Key posts being held by unqualified or incompetent persons

 Inadequate oversight of risk

 Insufficient understanding of risk aggregation



Governance Flags

 Internal conflicts

 Poor performance

 Lack of voice and participation by members

 A corrupt leadership

Confusion about different roles and responsibilities

 Ill-informed decision making

 Bad management of resources

 Low morale among employees

 High turnover of staff



Why evaluate your governance?

It helps you to:
 Remind executives and the Board to be accountable to the shareholders, and other

stakeholders

 Improve the quality of your work, your governance and your actual services

 Strengthen your decision-making processes

 Prompt you to develop more effective governance policies and rules

 Identify and update out-of-date procedures

 Inform everyone about your governance situation

 Cope with unexpected crises and changes

 Keep in track to achieve your goals.



NCCG 2018: Corporate Governance 

Evaluation 

 Principle 15: Institutionalising a system for evaluating the Company’s

corporate governance practices ensures that its governance

standards, practices and processes are adequate and effective.

 The Board should ensure that an annual corporate governance

evaluation, including the extent of application of this Code, is

carried out. The evaluation should be facilitated by an independent

external consultant at least once in three years.



The Requirement for Corporate Governance 

Evaluation – Key Governance Areas

 Parts of the Code

 Part A. Board of Directors and Officers of the Board   

 1. Role of the Board 

 2. Board Structure and Composition  

 3. Chairman  

 4. Managing Director/Chief Executive Officer  

 5. Executive Directors 

 6. Non-Executive Directors  



The Requirement for Corporate Governance 

Evaluation – Key Governance Areas

 Independent Non-Executive Directors

 Company Secretary

 Access to Independent Advice

 Meetings of the Board

 Board Committees

 Committee responsible for Nomination and Governance

 Committee responsible for Remuneration

 Committee responsible for Audit

 Committee responsible for Risk Management



The Requirement for Corporate Governance 

Evaluation – Key Governance Areas

 Part C. Relationship with Shareholders 

General Meetings  

 Shareholder Engagement  

 Protection of Shareholder Rights  

 Part D. Business Conduct and Ethics  

 Business Conduct and Ethics  

 Ethical Culture  



The Requirement for Corporate Governance 

Evaluation – Key Governance Areas

 Part E. Sustainability  

 Sustainability  

 Part F. Transparency

 Stakeholder Communication 

 Disclosures



The Requirement for Corporate Governance 

Evaluation

 Appointment to the Board

 Induction and Continuing Education

 Board Evaluation

 Corporate Governance Evaluation

 Remuneration Governance

 Part B. Assurance

 Risk Management

 Internal Audit Function

 Whistle-blowing

 External Auditors



Other Governance Areas - Remuneration 

Governance 

 Principle 16: The Board ensures that the Company remunerates

fairly, responsibly and transparently so as to promote the

achievement of strategic objectives and positive outcomes in the

short, medium and long term.

 The Board should assume responsibility for the governance of

remuneration by setting the direction for how remuneration should

be addressed on a Company-wide basis.



Other Governance Agents - The Company 

Secretary

 The Company Secretary should be evaluated – the Board

should approve his performance evaluation

He should provide the Board and Directors individually, with

detailed guidance as to how their responsibilities should be

properly discharged in the best interest of the Company;

Coordinate the induction and training of new Directors.

He should notify Board members of matters that warrant

their attention;



Other Governance Agents - The Company 

Secretary

 He should ensure that the Board’s discussions and decisions are

communicated to relevant persons in a timely manner;

 He should provide a central source of guidance and advice to the

Board and the Company on matters of ethics, conflict of interest

and good corporate governance.

Ge should ensure good information flow within the Board and its

committees and between senior management and NEDs.



Other Agents & Mechanisms

 Independent Non-Executive Directors

 Principle 7: Independent Non-Executive Directors bring a high degree of

objectivity to the Board for sustaining stakeholder trust and confidence.

 Board of Directors and Officers of the Board

 1. Role of the Board

 Principle 1: A successful Company is headed by an effective Board which is

responsible for providing entrepreneurial and strategic leadership as well as

promoting ethical culture and responsible corporate citizenship. As a link

between stakeholders and the Company, the Board is to exercise oversight

and control to ensure that management acts in the best interest of the

shareholders and other stakeholders while sustaining the prosperity of the

Company.



Other Agents & Mechanisms

 Board Structure and Composition

 Principle 2: The effective discharge of the responsibilities of the
Board and its committees is assured by an appropriate balance of
skills and diversity (including experience and gender) without
compromising competence, independence and integrity.

 3. Chairman

 Principle 3: The Chairman is responsible for providing overall
leadership of the Company and the Board, and eliciting the
constructive participation of all Directors to facilitate effective
direction of the Board.



Other Agents & Mechanisms

 Managing Director/Chief Executive Officer

 Principle 4: The Managing Director/Chief Executive Officer is the head of
management delegated by the Board to run the affairs of the Company
to achieve its strategic objectives for sustainable corporate performance.

 Executive Directors

 Principle 5: Executive Directors support the Managing Director/Chief
Executive Officer in the operations and management of the Company.

 Non-Executive Directors

 Principle 6: Non-Executive Directors bring to bear their knowledge,
expertise and independent judgment on issues of strategy and
performance on the Board.

 Board Committees



Other Agents & Mechanisms

 21. General Meetings

 Principle 21: General Meetings are important platforms for the

Board to engage shareholders to facilitate greater

understanding of the Company’s business, governance and

performance. They provide shareholders with an opportunity to

exercise their ownership rights and express their views to the

Board on any areas of interest.



Other Agents & Mechanisms

 Business Conduct and Ethics

 24. Business Conduct and Ethics

 Principle 24: The establishment of professional business and ethical standards underscores the
values for the protection and enhancement of the reputation of the Company while
promoting good conduct and investor confidence.

 Ethical Culture

 Principle 25: The establishment of policies and mechanisms for monitoring insider trading,
related party transactions, conflict of interest and other corrupt activities, mitigates the
adverse effects of these abuses on the Company and promotes good ethical conduct and
investor confidence.

 Disclosures

 Principle 28: Full and comprehensive disclosure of all matters material to investors and
stakeholders, and of matters set out in this Code, ensures proper monitoring of its
implementation which engenders good corporate governance practice.



Objectives & Work plan of the Corporate 

Governance Audit

 The first step in conducting a governance audit is to identify the objectives of the audit 

 Design a work plan to ensure that the audit meets those objectives. 

 Each organization is different and it is important to recognize how those differences will 

affect the audit process.

 Build a project team, drawn from management and your staff

 Agree the work plan with Management, including the Company Secretary, who should 

anchor it

 A timetable should be constructed - allow for some flexibility 



Review & Evaluate

 Gathering of the documents and data that will be reviewed.

 Use a checklist to track receipt of requested documents and data.

 Review the documents

 Follow-up questions or request for additional documents are made at this
time.

 Interviews may be conducted with appropriate “in-house” personnel such
as committee members, human resources/benefit

 Internal controls are tested by reviewing a sample group of participant
documentation.

 The review process must be fully documented. Areas of compliance and
non-compliance are noted and discussed.



Review & Evaluate

 Recommendations for correction of any areas of governance

gaps or non-compliance may also be documented and

discussed .

 Highlight areas requiring urgent attention

 A report of findings and recommendations for correction is

provided to the Board and management.

 Develop an Action Plan



Audit Approach

 Document Review – A good starting point – understand design 

principles of the governance framework. Assesses completeness of 

organization structure, charts, agenda, minutes, governance 

manuals, schedules of delegated authority, etc; identify gaps that 

must be addressed.

 Review previous CG Audit Reports

 Interviews – gain insights

Observance – Observance during sessions

 Survey – Through questionnaires, etc



Key Work Areas

 Designing a Governance Evaluation Work Plan

Corporate governance and internal controls systems – CGF, 

internal control system (financial, manufacturing, customer, etc), 

audit programme, oversight, monitoring of CG

 Assessment of the compliance controls framework – compliance 

with laws, regulations, policies, control systems

Corporate policies and procedures – effectiveness, adequacy, etc

 Records management system – filing, recording, history



Key Work Areas

 Financial management system - transparency, disclosure, laws,
regulations, standards

Corporate fraud management system - corporate ethics policy;
publicized in the organization, administration of the fraud policy,
whistle-blowing policy,

 Internal audit – authority, qualification and experience, reporting,
regularity

 Ethics management – Codes of conduct and ethics

 Risk Management – Identification, Assessment, prioritization,
Management, Mitigation, Risk Register, Tolerance, Appetite, etc



Key Work Areas

 A governance audit/evaluation will also consist of a review of 
some or all of the following areas:

 Nature and functions of the Board of Directors

 Internal audit issues

 Lines of authority/staff and consultant duties

 Relationship of operations to company legal matters

Governance documents

Organizational framework

 Board composition, terms, qualifications



Key Work Areas

 Board duties and relationship to staff

 Allocation and delegation of fiduciary responsibilities

Corporate or Board – charters, bylaws, composition, rules

 Roles of committee members

 Internal controls – separation of functions and internal audit

 Identification of conflicts of interest

Compliance with statutory fiduciary duties and ethics policies

 Review of fiduciary liability insurance and recommendations for
improvement and coverage



Corporate Governance Audit Report

 The Corporate governance report should include the following:

 Composition of the Board of Directors

 The plan for achieving gender diversity

 Board appointment process

 A summary statement on induction and training of Board members;

 Evaluation process/approach for the Board, its Committees and individual
Directors as well as the assessment of the corporate governance practices
in the Company;

 Composition of Board committees including names of chairmen and
members of each committee;



Corporate Governance Audit Report

Cumulative years of service of each Director and the external
auditor

 Profile of the external consultant who performs the Board Evaluation
or Corporate Governance Evaluation at the end of the reporting
period;

 Statement on the availability or otherwise of the Code of Business
Conduct and Ethics for Directors, management and other
employees;

 Statement on the availability or otherwise of governance policies

 Areas requiring urgent attention



Corporate Governance Audit Report

 Areas of Strength

 Rating levels – Fully Compliance , Substantial Compliance, Poor

Compliance, No Compliance

 Action Plan with time lines

 Executive Summary & the Full Report

 References

 Acknowledgements



Required Documents

 Procedures

 Annual Planning and Budgetary Procedures

 Internal Audit Procedures

 Internal Control Procedures

 Purchasing Procedures

 Accounting/Financial Procedures

 Accounting Manual

 HR Manual/Staff Handbook

 Disciplinary Procedures

 IT Systems/Procedures, including data protection and related obligations



Required Documents

 Reports & Registers

 Management Reports to the board

 Reports to board on formal reviews of internal controls

 Management Accounts

 Minutes’ Books – Board, Board Committees and Management meetings

 Internal audit outcomes of field programme audits – previous two years

 Risk Management Assessments and Reports

 Memorandum & Articles of Association

 Certificate of Incorporation

 CAC Forms – CAC 2, CAC 7



Required Documents

 External Audit Reports

 Licences – NSE, SEC, etc

 Register of Members

 Register of Directors & Secretary

 Annual Reports – previous 3 years

 Register of Charges

 Register of Loans

 List of Litigations



Required Documents

 Terms of Reference (TOR) documents & Related Documents

 Responsibilities of Board

 Responsibilities of Chairman

 Arrangements for appointing directors

 Induction Arrangements for Directors

 TOR of Audit Committee

 TOR – other board committees

 Internal Audit Guidelines (Internal Audit Charter)

 Board Charter

 Board Committees’ Charter



Required Documents

 Policies/Strategies

 Strategy Document

 Director Fit & Proper Policy

 Shareholders Engagement Policy

 Stakeholders Communications Policy

 Whistle Blowing Policy

 Conflict of Interest Policy

 Claw Back Policy

 Fraud Policy

 Authority Limits



Required Documents

 Risk Management Policy 

 Accounting Policy

 Code of Conduct & Ethics

 Health & Safety Policies

 Equality & Diversity Policies

 Charities & Donations Policy

 Gift & Hospitality Policy

 Any other policies prescribed by the NCCG 2018 and the relevant 
regulator
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