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C

CSIA is delighted to have formed a strategic partnership
with Azeus Convene, a leading board management
software company and collaborated with Convene to
host an international webinar “Going Digital in the
Boardroom: Considerations and Challenges” on the
27th of January.

SIA rang in the new year with our newly elected
President CS Ashish Garg, Past President of the
Institute of Company Secretaries of India (ICSI),
taking over the reins from Karyn Southgate after her
successful term of office during which we celebrated
10 years of existence by refreshing the institute
brand and reinforcing its position as a leader in the
governance landscape.

The webinar explored the advantages and benefits
of digitisation, challenges faced when dealing with
technology and how boards can overcome them, legal
and compliance considerations when digitalising the
boardroom and the opportunities to mitigate risks and
promote regulatory compliance through digitalisation.
We were privileged to be able to draw on the expertise
and experience of the CSIA member community as the
panel of experts provided their insights and important
knowledge on corporate governance and regulatory
compliance in a digital environment. We are extremely
grateful to Waweru Mathenge (Kenya), Raymond Lam
(Singapore), Nitin Potdar (India) and Taz Malik (Canada)
for sharing the perspectives and lessons learnt from the
different jurisdictions. The webinar will be available on
our website soon so be sure to view it on our website if
you missed the event.

Ashish will be leading the team of newly elected
honorary officers, including Vice-President Bode Ayeku
(President of the Institute of Chartered Secretaries and
Administrators of Nigeria - ICSAN), Siew Chuan Chua
(Past President of the Malaysian Institute of Chartered
Secretaries and Administrators – MAICSA) and Karyn
Southgate (Past President of the Chartered Governance
Institute of Southern Africa – CGISA) who joins the
team as Secretary and Treasurer respectively. The team
brings a wealth of knowledge and experience and will
be building on the successes achieved in 2020.
In 2021, organisations and their boards will continue
to navigate the disruptive impact of the COVID-19
crisis as the pandemic has created a renewed focus
on business resiliency, innovation and more especially
the preparedness for future risks. Many organisations
have been in a new stage of transformation where
they were focused on equipping themselves with
advanced technologies to inform new business models
which will provide them with the competitive edge in
a fast-changing world. The advent of the pandemic has
accelerated the digital mandate as global lockdowns
and restricted movement forced organisations to go
the digital route.

Another challenge that boards will continue to face
in 2021 is an accelerating sense of urgency around
climate change. The disruptive relationship between
climate change and business has become increasingly
evident as severe weather events become more
frequent. There is increased pressure from investors,
stakeholders and regulators for boards to demonstrate
a strategic approach to address climate-change risks
and opportunities. However, boards will need to make
informed decisions to manage climate risks and
opportunities effectively and ensure the sustainability
of the organization.

The resulting change in market dynamics have
intensified pressures on boards to embrace digital
transformation in the boardroom, which presents
new challenges and increased complexity to the
governance responsibilities of boards and corporate
secretaries.

The role of the corporate secretary has never been
more important in guiding the board to effectively
govern climate change.

4
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To this end, the CSIA and PwC collaborated
on a research project to determine the
role of the Corporate Secretary in driving
climate change in organisations. This
survey report will present an overview
of the regulatory environments in
different jurisdictions and the extent
to which organisations have adopted
it, the role of the corporate secretary in
guiding corporate governance practices
that address climate change and future
plans to drive climate change risks and
opportunities. The report is expected to be
launched in the first quarter of 2021.
It has already proven to be an eventful
start to the year for CSIA and we have
many more events and initiatives lined up
for an exciting 2021.
We are looking forward to a year of new
opportunities to strengthen existing
and build new relationships, explore the
new perspectives that our fast-changing
world often presents as opportunities
and ultimately to facilitate the sharing
of knowledge that builds the governance
community and promotes the governance
professional.
Thank you to all our members and
stakeholders for your continued
commitment as we enter a new decade
for CSIA and we look forward to your
dedicated support as we build CSIA to
lead the future of global governance.
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ESG, and Why It Matters
Cathie Lewis, Attorney FCG, BA, LLB, LLM
MSt in Sustainability Leadership

E

SG, or Environment, Social and Governance, is
becoming progressively more prominent in the
business context. Gone are the days where only activists,
whether from an ecological or social perspective,
advocate for a more balanced way humanity consumes
and produces.

•
•
•
•
•
•

Shall we consider the annual global World Economic
Forum (WEF) event, The Davos Agenda, held virtually
during the last week of January 2021, to track the speed
at which this shift in worldview is building momentum?

Considering the key themes, it is an easy exercise to map
these themes to ESG on a one-dimensional level. What is even
more powerful, is the systemic approach followed by the WEF
of indicating the interconnections, interdependencies, and
linkages between and among all the key themes. Each key
theme is explained by means of a systems network.

The Davos Agenda took place virtually during the last
week of January 2021, with the special live annual
meeting to be held in Singapore during May 2021. The
meeting convenes 1,500 global leaders discussing “A
crucial year to rebuild trust”. The Davos Agenda is split
across seven key themes:
• How to Save the Planet

Fairer Economies
Tech for Good
Society and Future of Work
Better Business
Healthy Futures
Beyond Geopolitics

Small local businesses could argue that these global themes
and concepts discussed by the WEF are too far removed from
their businesses and every day challenges, and that ESG is
applicable to big business only. I propose a different viewpoint.
ESG is not ‘an approach” for select companies or sectors only,

6
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systemic approach to doing business, identifying and
unpacking the impacts of the business on society and
the natural environment, underpinned by its ethical and
effective leadership, i.e. governance. The biggest benefit of
ESG is that organizations can identify the interconnections
and interdependencies of factors influencing, and being
influenced, by the organization in the economic, social, and
environmental realms in a systemic way. The way of doing
business is moving away from a siloed, short-term and pure
capitalist approach to an integrated, long-term, sustainable
and inclusive capitalism approach, striving for a world that
is economically inclusive, socially just and environmentally
regenerative. In other words, doing business that promotes
a world where all people live well within the planetary
boundaries, echoing the definition of sustainable
development introduced by the Brundtland report in 1987
as being “development that meets the needs of the present
without compromising the ability of future generations to
meet their needs” (UN, 1987, p8).

Cathie Lewis, Attorney
FCG, BA, LLB, LLM

Organizations have a much clearer understanding of their
impact on their stakeholders and the environment. The risk
and opportunity profile of the organization provides a more
meaningful picture of the organization’s ability to create
value for its stakeholders not only in the long-term, but also
short and medium-term.
When considering factors that discourage small businesses
from adopting this approach, it seems that lack of awareness
and understanding of ESG is the main inhibitor. ESG is
perceived as a compliance issue, being time intensive,
expensive, and specialised. The value and true purpose
of ESG is not fully appreciated. It may also be that their
stakeholders, including providers of finance, employees,
suppliers, and customers do not require small businesses
to provide detail of their social impact or how they create
value. A further reason could be that small businesses
do not have to compile integrated annual reports, which
generally promote integrated thinking.

like the antiquated view that the King report on Corporate
Governance for South Africa, 2016 (IODSA, 2016), with its
principles and practices are applicable only to large and / or
listed companies having available resources of time, funds
and skills. ESG is reflective of an evolved way of thinking, of
a broader worldview and a deeper level of consciousness
about how to live life and the purpose of business as a
responsible citizen in society. More importantly, ESG provides
an easy-to-use framework that guides organizations in their
strategy-setting, their governance practices and procedures,
culture and ethics, enterprise risk management, metrics and
targets as well as stakeholder relationships, not only from
an economic perspective, but also social and ecological
perspectives.

If it can be accepted that lack of awareness and
understanding are holding small South African businesses
back from adopting ESG, do they experience any pressure
from society to do so? Wendy Mahoney, Founder and
Managing Director of NewMella Holdings, a small company
focusing on transformation of culture for innovation
and profit believes “the world is changing radically and
systems that were showing strain pre-COVID 19 have been
highlighted across the world in 2020. There is no more
crucial time than now to innovate, but that innovation must
be inclusive, the only sustainable business paradigm, for
a future that serves all, producing a Net Positive Impact.
One cannot assume to harm the ecosystem in which one
operates and expect not to be negatively impacted in turn.”

ESG can be defined as the criteria used to assess the impact
of a company’s sustainability and ethical performance on
its financial and operational performance. ESG enables
organizations on their path towards an integrated and

7
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King Reports, the latest of which was released in 2016.
For the purpose of this article, we will use CDP reporting
as a proxy for sustainability performance of organizations.
CDP is a global organization, with a focus of working with
the investor community towards a world of proper capital
allocation for long-term prosperity, considering the impact
of business activity on the natural environment. The CDP is
the largest depositary of voluntarily self-disclosed climate
change, water and forest-risk data, with 6 937 organizations
reporting globally as at the end of 2018. Even though South
Africa has a very high reporting performance, with the 11th
largest number of responding organizations globally, a
general decline (from 78% reporting response rate in 2016 to
74% in 2017 to 73% in 2018) is becoming evident (NBI, 2018).
Only one South African company made it to the coveted A
list in 2018, with 13 other companies achieving A- scores.
This scoring indicates levels of sustainability leadership,
specifically in the realm of climate change.

David White, CEO of DRG Outsourcing, a Total Solutions
Provider, providing human resource management services to
small, medium, and large organizations, believes that there
is not yet pressure from society for business to adopt ESG
standards. However, “SME’s who are adopting these principals,
and helping their customers, suppliers, and stakeholders to
understand the importance of environmental, social and
corporate governance standards, are starting to stand out as
preferred suppliers and able to command higher margins.
Smaller companies are by nature better at implementing
change, and as such are in a stronger position to implement
ESG standards. This is their advantage, and opportunity.”
Therefore, there aren’t any disadvantages to adopting
ESG. ESG requires a deeper level of thinking, planning and
decision-making, which may seem daunting to some, and
requires time and attention. However, research indicates
a clear correlation between strong ESG or sustainability
performance and financial performance. Friede, Busch and
Bassen (2015) conducted systematic research of about
2200 empirical studies over a period of more than 30 years,
searching for a relation between ESG criteria and corporate
financial performance, finding that the business case for ESG
is empirically strong with a 63% share of positive findings
and 8% of negative findings. Kahn, Serafeim and Yoon
(2016) found strong ESG performance is a good indication
of higher equity returns. Research further indicates a strong
correlation between good ESG performance and a reduction
of downside risk.

Corporate Knights compile an annual “Global 100 Most
Sustainable Corporations” list, considered as an authoritative
source for sustainability research and benchmarking. The
ranking considers a total of 65 key performance indicators
to determine the extent of an organization’s sustainability
performance, covering aspects within the economic, social,
environmental and governance domains.

McKinsey, in its November 2019 Quarterly (mckinsey.com),
discusses ways in which ESG creates value for businesses.
They highlight the intertwined nature of ESG, with nothing
existing in a vacuum. It is about understanding the knockon effects of a business’s actions on society and the
environment. Five key value-drivers are important to
point out. Mature ESG performance enables organizations
to access new markets and improve their market share
in existing markets, resulting in improved revenues.
Greater efficiencies, such as reduced water and energy
consumption, result in cost reductions. A reputation for
evolved ESG performance assists organizations to engage
with governmental agencies and to implement legislative
and regulatory requirements. Employee engagement and
productivity is generally positively impacted by strong ESG
performance, driven inter alia by a sense of higher purpose,
which also includes the attraction and retention of quality
employees. Strong ESG performance can improve investment
returns and reduce ESG risk such as stranded or impaired
assets in sunset industries, e.g. coal and fossil fuel assets.
Let us consider how the adoption of ESG in South Africa
compares with the rest of the world. South Africa is well
known for its excellent integrated reporting, and quality
governance. We are blessed with thought-leadership and
guidance from the King Committee, resulting in the four

8
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According to the Country ESG Ranking Update – July 2020
of Robecosam, the Nordic countries retain their leading ESG
position, with Sweden at the top of the list, followed by
Norway, Finland, Denmark and Iceland. Switzerland and New
Zealand take sixth and seventh place. Interestingly the US
and Japan are not included in the leading group. Singapore
is the leader in the developing country category, ranked 16th
overall. Except for Brazil, the BRICS countries, including South
Africa, performed poorly, ranked in the second-lowest scoring
category.

The top 10 most sustainable companies are made up of four
Scandinavian companies (including the top 3), two from the
USA, two from Europe, one from Brazil and one from Canada.
Only one South African company made the 2020 list at #51,
namely Standard Bank Group Ltd, with a peer group ranking
of #9/427.
The UN Sustainable Development Goals (SDGs) are
an ambitious holistic framework and a call to action
for accelerated solutions towards a better and more
sustainable future for all, not only by national and local
governments, but also by civil society and the private
sector. The SDGs the global, wicked problems of our day,
including poverty, inequality, climate change, environmental
degradation, and lack of peace and justice. The Sustainable
Development Goals Progress Chart 2020 (See the
website https://sustainabledevelopment.un.org/content/
documents/26727SDG_Chart_2020.pdf) indicates the global
and regional progress made by the end of 2019, covering
select targets of all 17 SDGs of the 2030 Agenda for
Sustainable Development. At a cursory glance, the developed
countries are leading the progress, with Sub-Saharan African
trailing in many SGDGs. An interesting outlier in the SubSaharan Africa group of countries is the target of by 2020,
conserve at least 10 percent of coastal and marine areas
under goal 14 – Life below Water being met 100 percent.

In conclusion, life is all about ebb and flow, and equally so in
the case of ESG. The introduction of ESG in an organization’s
culture and strategy requires a paradigm shift in mindset
and worldview. This shift will permeate the business and
become apparent in the organization’s structures, processes,
procedures, policies and the like. This takes time, especially if
such change is embedded throughout the business. Therefore,
embracing ESG is like running a marathon, and not a sprint.
List of references:
• Friede, G., Busch, T. and Bassen, A. (2015). ESG
and financial performance: aggregated evidence
from more than 2000 empirical studies. Journal of
Sustainable Finance & Investment, 5:4, 210-233, DOI:
10.1080/20430795.2015.1118917
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• Henisz, W., Koller, T. and Nuttall, R. (2019). Five ways that
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Towards a New Identity for
The Board Secretary –
Bridging Governance and Capital
Market Operations
Hsiuwen Liu
Journalist
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Sui Li

Xie Jilong

Zhu Xu

Dr Jin Xiaobin

Four board secretaries share their work experience in diverse areas such as
cross-border compliance, capital market operations, information disclosure and
communication with foreign institutional investors, as well as their views on the
changing perceptions of board secretaries in the Mainland.

Sui Li, Board Secretary, Guangzhou Automobile
Group Co Ltd

companies need to coordinate and take into account the
differences in rules and markets between the two places,
and find a balance that meets the needs and interests
of all parties. She says for example, H share investors
tend to be specialised, institutionalised and have
recognisable investment strategies, so she carries out
targeted communication with shareholders and potential
institutional investors in Hong Kong and overseas at
the company’s results roadshows, presenting data on its
business operations and financial conditions, helping
investors learn about the company’s long-term investment
value.

Guangzhou Automobile Group Co Ltd (GAC Group) is
listed on the Shanghai Stock Exchange (Stock Code:
601238) and the Hong Kong Stock Exchange (Hong Kong
Stock Code: 2238). It is mainly engaged in the design and
manufacture of vehicles and parts, automobile sales and
logistics, automobile finance, insurance and other related
services. Among all large, state-controlled automobile
groups in the Mainland, GAC Group was the first company
to achieve dual A+H share listings. In addition to her role
as Board Secretary of GAC Group, Ms Sui is also the head
of the group’s financial business division and chairman
of GAC Capital (GAC Capital) Co Ltd, a subsidiary of GAC
Group.

‘The main responsibilities of a company secretary in
Hong Kong are looking after corporate governance and
regulatory compliance, while the work of a board secretary
in the Mainland can have a much wider scope. Overseeing
a company’s compliance work is only one aspect of
the work of board secretaries – they also shoulder
extremely challenging tasks such as internal and external
communication, investor relations, media communications,
capital market operations, share price management and
senior management oversight,’ she says.

Differences in the laws, legal systems and investor
composition in Hong Kong and the Mainland have led
to differences in the roles of the board and company
secretaries, says Ms Sui. Working for an A+H listed
company, she needs to switch between these roles, and
take into account the differences in rules and markets in
Hong Kong and the Mainland from time to time. Listed

11

www.csiaorg.com

She adds, for example, that many board secretaries in
the Mainland are also responsible for capital market
operations. Ms Sui also serves as the chairman of GAC
Capital and seeks to help modernise the auto industry. Part
of her responsibility is to oversee the sourcing of highquality resources upstream and downstream in the supply
chain, and to work on mergers and acquisitions to support
the development of the group’s main business. All these
tasks require a responsible, pioneering and innovative
mindset.
During the COVID-19 pandemic, the corporate governance,
information disclosure, investor relations, capital markets
operations and other tasks of the board secretary have
been carried out as usual. However, the pandemic has led to
travel restrictions in many places, affecting the movement
of people across borders. Ms Sui suggests that companies
adopt both online and offline communication strategies,
and carry out daily communication with investors through
emails, telephone and video calls and web conferences.
‘At the same time, you need to factor in additional staff
resources when you are setting up a work team. In addition
to the main team members, there should be backup
members. Overseas staffing of your professional teams is
also important and should be taken into consideration,’ she
says.
Looking ahead, due to the effects of the pandemic,
competition in the auto industry is more intense, with many
mergers and reorganisations of small and medium-sized
enterprises. Ms Sui said practitioners need to strengthen
communication with investors and industry peers in their
work, and look for more investment opportunities in the
industry that are conducive to the company’s development.

‘The core value of corporate governance is to properly handle
the sometimes conflicting interests of shareholders and
managers, which arise from the separation of ownership and
management,’ Mr Xie says. He believes that the board secretary
of an A+H share company should be able to confidently keep
close contact with regulatory bodies in Hong Kong and the
Mainland and also have active communication with them.
When major problems occur, all parties should take action
once a preliminary agreement has been reached.

With the opening of the Shanghai-Hong Kong and
Shenzhen-Hong Kong Stock Connects, together with the
inclusion of A share companies in indexes such as MSCI
and S&P Dow Jones, the Mainland’s securities market, as
well as its governance practices, are gradually integrating
into the international market. ‘Due to differences in politics,
economy, law and culture, there are inevitably differences
in regulatory systems and concepts at home and abroad. As
board secretaries of companies with multiple listings, we
should fully understand the local politics, laws and culture
of our listing jurisdictions. Only by actively adapting to new
situations, and adjusting one’s role from time to time, can
we ensure compliance,’ she says.

‘First of all, it is necessary to work out with lawyers a solution
suitable to the company, and then communicate with
regulators in Hong Kong and the Mainland to see if they
agree with the company’s view. Secondly, regulators in both
Hong Kong and the Mainland tend to share similar regulatory
opinions. The company should bear in mind that both
regulatory bodies communicate with each other on major
issues relating to listed companies. Before the company talks
with regulators, it should identify which body has a greater
business impact on the company, or keeps a closer eye on
the company, and then communicate with that regulator as
a priority. In this way, the chances of being approved by both
regulators will be largely improved,’ Mr Xie says.

Xie Jilong, Board Secretary, CRRC Corporation Ltd
CRRC Corporation Ltd is engaged in the research,
development and manufacturing of rail transit equipment.
It is a large state-owned enterprise listed on the Hong
Kong Stock Exchange (Hong Kong Stock Code: 1766) and
Shanghai Stock Exchange (Stock Code: 601766). Xie Jilong
FCIS FCS is the board secretary of CRRC Corporation Ltd.

He also shares that the pandemic has presented challenges to
the company’s output and operations – preventing the spread
of the pandemic and the resumption of production have
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become top priorities. Against that backdrop, the most
important work of the board secretary is still, however,
to ensure that the company’s operation as an A+H listed
company complies with the regulatory rules in Shanghai
and Hong Kong.

company’s articles of association and information disclosure
rules, as well as those relating to financial accounting and
company management. Only in this way can the board
secretary ensure compliance with relevant laws and
regulations,’ Mr Xie says.

Recently, as a result of the pandemic, the capital market
has been more volatile, affecting the company’s stock price.
During this period, the board secretary’s role in market
value management has become more important than
ever. ‘As part of the company’s executive, and as the bridge
between the company and the capital market, I provide
advice on the company’s operations and ensure that the
company’s operations are in compliance with relevant laws
and regulations. I also work on information disclosure and
investor communications,’ Mr Xie says.

In addition, being in a complex web of relationships between
regulators, shareholders, board of directors and senior
management, board secretaries should not only uphold
legal and regulatory principles, but also find a balance in the
complex relationship. ‘The board secretary is the fulcrum that
holds various relationships in balance,’ he says.
Mr Xie has been very supportive of the work of the Institute
for some time. ‘In recent years, the Institute and the Shanghai
Stock Exchange have organised a number of training
sessions for A+H listed companies. The Institute has also
provided professional materials, such as guidelines on the
practices of inside information disclosures of A+H companies,
which has improved the governance expertise of members,’
he says.

He believes that it is very important for listed companies in
the Mainland to hire a professional and competent board
secretary. After the promulgation and implementation of
the Mainland’s new Securities Law and its new registration
system, the importance of information disclosure and
compliance management has increased significantly. ‘As
the link between the company and the capital market, the
board secretary must not only master relevant laws and
regulatory knowledge such as the Company Law, Securities
Law and Listing Rules, but must also be familiar with the

As domestic and foreign capital markets continue to evolve,
Mr Xie believes that the demand for board secretaries will
continue to increase. ‘I expect that the board secretary will
become more professionalised in the future; there is a lot of
space for future development,’ he says.
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Zhu Xu, Board Secretary, China Vanke Co Ltd

She points out that the challenge board secretaries
will face in the future is how to make investors better
understand the company’s strategy and long-term goals.
‘The board secretary needs to organise more activities for
listed companies designed to ensure that investors see
the company’s business and services with their own eyes,
so they can truly understand how the company operates,’
Ms Zhu says.

The responsibilities of a board secretary, says Zhu
Xu ACIS ACS, who is both the Board Secretary and a
Partner of Vanke, focus on the company’s governance
and compliance work, including information
disclosure, board governance, internal risk control,
shareholder and investor communications. However,
since each company is unique, it is necessary to
establish a system in order to promote the efficient
flow of information, optimise decision-making
processes at all levels and ensure that company
decision-makers have all of the information they
need.

Dr Jin Xiaobin, former Board Secretary, Haitong
Securities Co Ltd

China Vanke Co Ltd (Vanke) is listed on the Shenzhen
Stock Exchange (Stock Code: 000002) and the Hong
Kong Stock Exchange (Hong Kong Stock Code:
2202). It is one of the largest real estate developers
in the Mainland. Its business includes residential
development, property management, commercial real
estate, logistics, tourism and education.

Haitong Securities Co Ltd is listed on the Shanghai Stock
Exchange (Stock Code: 600837) and the Hong Kong Stock
Exchange (Hong Kong Stock Code: 6837). It is one of the
first securities companies established in the Mainland that
engages in proprietary trading of securities, as well as the
opening, verification, selling and investment consulting
of securities accounts. Since joining the company in 1998,
Dr Jin Xiaobin FCIS FCS has held various positions in the
company and its subsidiaries.

‘Vanke’s shareholders are diverse, so as the board
secretary, I must communicate with the directors
on plans in advance,’ she says. For companies listed
in Hong Kong and the Mainland, cross-border
compliance is also complicated and needs to be
carried out carefully. A team familiar with regulations
in the two places is very valuable to the company.
The board secretary also plays an important role in
investor relations, assisting the board of directors
in answering difficult questions raised by investors.
‘Vanke’s investors come from different countries. The
board secretary needs to be proficient in Chinese and
English, and understand the mindsets of different
investors,’ she says.
Finding easier access to capital, which is the lifeblood
of the company, also tests the skills of the board
secretary. Ms Zhu emphasises that the board secretary
needs to have a wide range of knowledge and skills.
In particular, board secretaries should have strong
knowledge in fields such as finance, accounting, law
and human resources – especially when the company
is preparing to go public. ‘In the early stage of listing,
the board secretary needs to make preliminary
preparations within the company and communicate
with the regulatory authorities,’ she says.
She also shares that the COVID-19 pandemic has
presented many challenges for the company’s
operations. ‘We insist on regularly publishing reports,
using co-editing software to improve our work
efficiency, and switching our regular communications
with investors to live video broadcasts with Chinese
and English subtitles,’ she says.
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Dr Jin summarises his duties as a board secretary. He says, in
addition to the responsibilities stipulated by the company’s
articles of association and regulatory bodies, the board
secretary should perform five major duties – acting as the
official spokesperson of the company, contact person of the
regulatory department, coordinator between shareholders
and company management, participant of the company’s
capital operation and executor of the company’s compliance
work. Board secretaries, he points out, play a pivotal role in
maintaining the company’s brand image, innovation and value.

For example, the differences in the composition of
investors in Hong Kong and the Mainland may lead to
different market reactions. Hong Kong investors are mainly
professional institutional investors, while investors from the
Mainland are mainly independent investors. ‘Independent
investors and institutional investors may have different
information needs. For example, when a hedge fund
discovers that a company is encountering emergencies, it
may start hedging, so what we need to do is to filter out
false information in the market as soon as possible to
reduce losses,’ he says.

Dr Jin says, as the board secretary of a company listed in
Hong Kong and the Mainland, he has to make sure the
company complies with various regulations of Hong Kong
and Mainland regulatory bodies, such as investor relations,
internal risk management and environmental, social and
governance (ESG) requirements. Good governance requires
board secretaries to treat investors in both places equally,
ensure the consistency of information disclosure and respond
to questions raised by different investors.

Dr Jin confirms that the current pandemic has created
challenges for the work of board secretaries. Industry
revenue and profits fluctuate greatly and the market is
unstable. Thus, communication with investors has become
especially important. ‘The board secretary can communicate
with investors online to deliver positive energy and
strengthen investor confidence. When the company’s stock
price fluctuates, the board secretary can assist the company
to increase its holdings or repurchase stocks, or launch an
equity incentive plan,’ he says.
Dr Jin believes that the future development of board
secretary practice in the Mainland will follow a trend similar
to that of Hong Kong. ‘In the future, board secretaries may
gain the sense of belonging to a profession like lawyers
and accountants, rather than just having allegiance to and
serving a single company,’ he says. He also points out that
the Institute has played an indispensable role in developing
board secretary practice – promoting better awareness of
the regulatory regime relevant to listed companies in the
Mainland, improving board secretaries’ ability to perform
their professional duties, and making listed companies pay
more attention to information disclosure and maintaining
the company’s brand image.
‘As a board secretary, the most important thing is to be
honest and trustworthy. Do not tell lies and do not make
false accounts. In terms of professional ability, you need to
be familiar with the company’s business, costs and income
areas, in order to communicate with investors and create
value,’ Dr Jin says.
This article was first published in the October 2020 edition of
CSj, the official journal of the Hong Kong Institute of Chartered
Secretaries (www.hkics.org.hk). Republished with permission.
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or close during the period. When the controls take the shape
of movement control or lock down, those who are actively
able and willing to voluntarily undertake productive activities
as investors, employers or employees will not be allowed
to exercise their freedom in those markets. Livelihoods are
affected and economy cannot grow without purchasing power
to sustain production. There are also indirect costs involved
such as the effect of layoffs and unemployment on the mental
and other health effects which can affect productivity in the
long run. The effect of the movement control may be different
from every individual:

ocial responsibility, social justice and ethical conduct
require that the trade-offs that arise during pandemics
must be properly handled so that a balance can be achieved
in containing the source of the pandemic. The trade-offs
include the use of facilities of private health care for the
public health needs, between public health and economic
progress, between individual freedom and the harm
principle in protecting public health. Controlling infection
is necessary to prevent a large segment of the population
from morbidity, but how the control is done will have
implications in terms of whether the economy remains open
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Determining the right timing for interventions and the
magnitude of controls without up to date data is quite a
task. Slight delays can cause further spike in infections.
Too much leeway for voluntary controls where defectors
exceed co-operators may lead to acceleration of the
rates of infections. The choice of control measures is also
contingent on the pre-existing capacity of the public health
system to accommodate hospitalisation and care for the
infected populace. It is also dependent on the adequacy
and availability of national resources for managing the
pandemic.

differential impact of recession combined with lockdown
on the lower income population, self-employed and
non-citizens;
the differential risk exposure between the well-off
segment of the population who can afford to practice
social distancing and those who have no choice but
to paddle their bikes and get socially to earn their
livelihoods;
the social stigma against reporting infections versus the
social need for screening, tracing and treating to prevent
further spread.
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The global spread of COVID-19- nature and
preventive measures

measures that include wearing masks, avoiding crowded
places etc. Companies and organisations were required to
conform to standard operating procedures (SOP) that places
responsibilities of compliance to the owners or operators
of the respective organizations. There will be unanticipated
social costs but whether the distribution of these costs are
accepted depends on the level of socialization in respective
societies.

The virus causing this COVID-19 pandemic was detected
in most countries as early as December 2019 and January
2020 but was mainly imported from outside these countries.
The number of people infected multiplied to the level that
governments around the world felt necessary to take serious
actions to contain the escalation of the outbreak. Death
rates were increasing while public health authorities were
attempting to identify the attributes of the virus and develop
suitable vaccines to arrest the harm caused by the virus.

Managing conflicts and dilemmas of COVID-19 in
different ideological and social systems

The conflict between macro goals and micro behaviour is put
to test during this period of partial if not total lock down. This
conflict is expected when rituals and norms of behaviour are
restrained for the common good. The problem is that different
individuals, different societies and different ideologies define
the role of the state and their citizens in quite different
ways. In societies where economic supports are provided by
the government, the need for self-preservation is somewhat
moderated.

At the initial phase of the disease, when number and rate of
deaths were small, the voluntary approach was adopted. This
involves providing simple guidance on hygiene and wearing
of masks but business as usual. The initial measures included
encouraging civic consciousness including the use of mask
to protect others besides self-protection. This civic behaviour
requires mindfulness and the respect for others (especially the
vulnerable members of the community) as a moral imperative.
In other words, it depended on the ethical awareness of
the population of their duty to minimise infecting others or
be infected by others. Rationality may not lead to socially
ethical behaviour in societies where individualism (under
socialization) is the bedrock of social structure and when
members of societies regard themselves as free agents with
their rights and liberties to do as they please within the law.

However, in third world countries where the safety net is
lacking and where the significant section of the society
depends on daily income for self-preservation, self-interest
ignores the health risks and the social costs can increase
with widespread infection. The duty and responsibility seek
livelihood for one’s family supersedes the obligation not
to be exposed to the virus. The result is further infection
and worsening of the economy due to deteriorating public
health. Unethical behaviour, breaking of laws, challenging
rules and prohibitions are slowly appearing in the news
and social media when restriction periods get too long and
the socio-economic hardships lead to loss of income and
employment. The anxiety of being left without income to pay
for family expenses and mortgages can be traumatic. Those in
employment fear being retrenched, those who are retrenched
may have problems getting future employment.

On the opposite end of the spectrum of social structures
where collectivism (over-socialization of members) prevails,
rationality of members may also prevent morally right
behaviour. For example, in religious communities where
ritualistic practices involving large number of people in
crowded halls are regular phenomena, it is rational to
conform to group values of faith rather than to comply with
scientifically supported guidelines. The dilemma faced by the
authorities including the political leadership is how to justify
curtailing the right and liberty of individuals if they choose
not to follow the guidelines which are for the social good.

The dilemma faced by the government in managing the
conflict at this stage of the pandemic will further complicate
the efforts of containing further spread besides guaranteeing
and treating those infected. India, Afghanistan and other third
world countries with large segment of the population around
or below the poverty line are faced with this ethical dilemma
without clear strategies or solutions. Second and third round
of infections happen because people have no other choice
but to seek income and creates further strains on the ability
of the governments to screen, trace, and treat those infected.
A spate of increase in India with ten thousand cases in 11
June 2020 after the government eased down the movement
restriction order is a good example of the dilemma faced by
the government in managing this pandemic1.

Mandatory measures are then adopted by many countries
when the data on infection and morbidity points reach to a
level of potential or actual crisis. Sanctioned on movement
controls and restrictions were gazetted in number of
countries. Rules and guidelines were formulated by the
respective governments regarding the restriction of physical
meetings, interactions, closure of schools and other nonessential contacts and activities to contain further spread
while measures were taken to trace and treat those infected.
Rules and guidelines on hygiene and social distancing
was communicated through multiple media channels
including social media to alert the public on preventive

1

https://www.theguardian.com/world/2020/jun/11/global-report-india-reports-surge-in-covid-19-cases-as-lockdown-eased
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restrictions such as lock downs. They did not have to resort
to severe measures because the collectivistic mind set of
the citizens predisposed them to behave responsibly and
with self-restraint and autonomy. Deaths and infections were
manageable and economic activities were not halted.

In the US, some states subscribe to the principle that the state
cannot go against the right and freedom of the individuals
by instituting laws curbing such rights and freedom without
substantive justification. Individuals are expected to exercise
personal restraints and behave accordingly but it is for their
own individual interest rather than to protect the interest
of society at large. In fact, the safety guidelines are flouted
openly when they are preoccupied with greater social issues
such as the recent protests against police brutality. It is to be
expected that the number of people who may be infected a
few days after the protests will increase and add to the social
cost of the pandemic.

This pandemic has also exposed another kind of conflict that
has ethical dimension peculiar to private capitalistic societies
with no private organisations playing the key roles in what
are normally reserved for the state. It shows how different
classes or groups are expected to behave or play their role
for the greatest good of the greatest number. As mentioned
earlier, the lower income group must work to earn income.
They belong to the class that are categorised as essential
workers such as those working in meat processing plants
as well as delivery bikers to provide food to those confined
in the homes. They are exposed to higher risks of infection.
There are no medical leaves and are not medically tested
for COVID-19 or given medical coverage because they are
contract workers rather than employees. In the United States,
24% of the workers have no paid sick leave2. Low income
workers including self-employed workers cannot take leave
or being absent from work without pay. Access to medical
facilities including testing is extremely limited due to the
absence of medical insurance which are managed privately.

The importance attached to reviving a weakening economy
regardless of deteriorating public health crisis is a case of
giving private interest and economic health precedence
over public health. It is true that economic deterioration
will eventually affect public health. But the justification that
increasing deaths is a price worth paying than deteriorating
economy is an example of utilitarian ethics carried too far.
It is also void of the moral imperative that lives matter and
ought to be protected as far as possible as an alienable
right. It is also a violation of the four principles of justice
and respect for persons. Contrast this with the Scandinavian
countries that preferred socialisation of behaviour over

Access to paid sick leave in 2019, by selected occupational groups

Primary, secondary, and special education school teachers
Management, business and financial workers
Registered nurses
Office and administrative support workers

83

Protective service workers

83

Installation, maintenance and repair workers
Transportation and material moving workers
Production workers
Sales and related workers
Construction, extraction, farming, fishing and forestry workers
0%

96

94

90

77

72

68

64

59

50%

100%
Source: 2019 National Compensation Survey, U.S. Bureau of Labour Statistics3

2

https://www.pewresearch.org/fact-tank/2020/03/12/as-coronavirus-spreads-which-u-s-workers-have-paid-sick-leave-and-which-dont/

3

https://www.pewresearch.org/fact-tank/2020/03/12/as-coronavirus-spreads-which-u-s-workers-have-paid-sick-leave-and-which-dont/
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private health care investment, services and facilities are
geared for profit and not for prevention or treatment of
public diseases.

About 30 million workers do not have health insurance
and they do not qualify for Medicare, Medicaid or public
assistance4. Unlike in other countries where public
health prevention and management of the government,
there are no government-run public hospitals to cater
for the public at large. There are public hospitals, but
the funding comes from elective procedures, grants
and charity but the administration of the hospitals is
more for treatment and hospitalisation than for public
health testing and treatment of diseases like COVID-19.
According to Professor Robert Reich, there is no real
public health system in the U.S5. There is only a private
for-profit system although there are public hospitals as
mentioned earlier. Regardless of the ideologies or system
in place, the ethical issues faced are varied in the face of
a public health crisis. This is made worse by the imminent
danger that an uncontrolled pandemic can lead to serious
and unnecessary loss of lives when options involving
cure or prevention are not available (vaccines) or limited
(behavioural control). But we can agree that a public
health issue cannot be optimally managed by a system
that is based on private profit because the nature of

The Malaysian experience

The first exposure to COVID-19 happened between January
25th till 15th February. There were 22 cases, mainly from
China and efforts were made to trace and quarantine
the infected. However, by mid-March, the spread was
accelerating and had to be contained by more stringent
means. The Movement Control Order was enforced through
the Prevention and Control of Infectious Disease Act 1967.
It was for the duration of about 8 weeks from 18th March
till 12th May with 4 phases of about two weeks each
phase. The idea was to contain the spread of the virus
through personal contact. The measures adopted included
control of movements and large gatherings across the
country, restriction of overseas travels, restrictions of
foreigners from entering the country, closure of tertiary
institutions, schools, kindergartens and nurseries, closure
of all government and private sector premises except
those involved in providing essential services.

4

https://www.businessinsider.com/coronavirus-trump-says-he-might-help-millions-of-uninsured-americans-2020-4

5

https://www.newsweek.com/robert-reich-coronavirus-revealing-secretamerica-has-no-real-public-health-system-opinion-1492832
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a shrinking of the pie and with it the portion of the
pie accruing to those in the bottom 40% group. A big
percentage of the unemployed and self-employed belong
to the B40 group7. They have no savings due to their low
wages and salaries. They have no sources of income to
support them when unemployed and without financial
support they will be unable to meet their basic needs.
20% of the Malaysian work force are self-employed and
will be expected to be without work during the coming
recession8. Where social safety nets are non-existence
and when families are generally nuclear families, those
in the B40 group will be faced with serious survival
issues without state support. Even then, such support
cannot continue indefinitely without too much strain on
government financial resources.

The swift announcement and enforcement of the MCO
on the 18th of March caught the country by surprise
and led to dislocations at every level of society and
even between family members. Those out of state
on business could not return home to their families.
Those who travelled overseas could not return to
the country. Those who could had to be quarantined.
Compared to the US, the Malaysian approach was
rather strict. The SOP of wearing masks, social
distancing and cleaning of hands were promoted by
the outlets and the self-oriented low socialization
behaviour gave way to a proper socialisation of the
individuals. Some of the rules were too harsh and
impeached the freedom of movement such as the
banning of any sports activities e.g. jogging and
strolling in the park. This was however compensated
by the open communication and clarification to the
public that rules were being intended and enforced
for the safety of the public. The public accepted the
rulings without significant protest because of the high
incidence of infection warranted reduced interaction
among people for a time period until better strategies
are adopted to contain the virus.

Mitigation of Hardships Responsibly – Trust,
Cooperation, Fair Enforcement

This conflict of rights and their associated consequences
of sickness and death make the ethical issues
increasingly complex unless mindfulness or awareness
as citizens prevail among the majority of members
in society regardless of cultures and values. The first
attribute of this citizenship rests on the premise that
individuals know their roles as individuals and when the
need to rein in and let those responsible decide how
their activities and behaviour are going to be regulated.
As much as they want to be free to serve their selfinterest, the greater good require them not to disobey
but to support the policies because it is in their interest
at least in the long run. Therefore, actions taken by those
in position of responsibility and the capacity to promote
public good or minimise public threat are accepted and
supported even at the sacrifice of private good. They
know that what is good for the public are good for all, at
least in the long run. This set understands that freedom
has limits beyond which ethics in the form of justice
will not allow. Justice will not allow an individual to act
contrary to the best interest of the community of which
they are members. These types of consciousness tend
to be normal in societies where individuation has not
reached perverse proportion and also where there is no
significant trust deficit as to the capacity and willingness
of those elected to perform their responsibilities for the
common good.

Effects of movement restriction Oder to the
B40 community

It took about 3 months of restrictions to movements
and business activities before the rules were relaxed.
The pressure faced by the B40 group is usually higher
than the rest of society. Besides seeking livelihood on
a daily basis, they suffer higher psychological stresses
being cooped up in small and confined places for
an extended period6. Those who could not return to
their homes when the lock down was imposed had to
wait a few weeks before reuniting with their families.
Those who depended on the presence of bread
winners and family care givers suffered great distress
in managing with such support. It was worse when
the family members were overseas when the lock
down started.
Before the pandemic, inequality of income and wealth
had been widening with the top 20% and the bottom
40% of societies. With the pandemic, the situation
can only get worse. There will be a decline in output,

6

https://www.nst.com.my/opinion/leaders/2020/04/588578/nst-leader-study-mental-effects-prolonged-mco

7

In Malaysia unemployment rate in March 2020 increased to 3.9 per cent as compared to 3.3 per cent in the previous month. The unemployment
rate in this quarter increased to 3.5 per cent as compared to 3.2 per cent in the fourth quarter of 2019 due to an increase in unemployment rate
in March 2020. This high unemployment rate was mainly attributed to the adverse impact of the Movement Control Order (MCO) on the labour
market. The number of unemployed was estimated at 546.6 thousand persons, increased 5.8 per cent as compared to the same quarter last
year. The increase in the unemployment rate can be attributed to the negative impacts caused by the MCO. Refer to Department Of Statistics
Malaysia, Key Statistics of Labour Force in Malaysia, (March 2020), https://www.dosm.gov.my/v1/index.php?r=column/cthemeByCat&cat=124&bul_
id=Y3NVdE44azFHbzkyeFlaWGF2ZER6Zz09&menu_id=U3VPMldo YUxzVzFaYmNkWXZteGduZz09
https://www.theguardian.com/world/2020/jun/11/global-report-india-reports-surge-in-covid-19-cases-as-lockdown-eased

8

Department of Statistics Malaysia, Newsletter, (2020), No. 40.
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by the combined authorities in charge of the managing the
pandemic. Without rules and fair enforcement of the rules,
the dispensing of social distancing and standard operating
procedures would have increased. Good role modelling
in terms of the use of masks and social distancing helped
in voluntary use of personal protective equipment. There
were exceptions to responsible behaviour especially with
some who tried to travel out of state for the Eid festival
despite the prohibition. Without rules and enforcements,
the number would have been much higher even though
such actions would cause more infections and more social
harm especially to those who were more vulnerable.

Another feature of successful management of the pandemic
was the sense of proportionality exercised by the Malaysian
government not exceeding the length of the lockdown
beyond what was necessary to prevent harm to the public
health. The conditional relaxation of movements with
proper updates and justification, the coding of areas in terms
of likelihood of outbreak and the encouragement, education
and enforcement of practices such as social distancing,
wearing of masks and cleaning of hands enabled businesses
to open up and restart their activities.
Except for the loss of income during the MCO and the
fear of recession post MCO, the majority of Malaysians
agreed with the need to contain the virus supersedes
economic consideration provided it is not too protracted.
The expected positive consequences of public health are
greater than negative economic consequences. Besides,
the ethical imperative is based on the duty and principle
that saving lives and minimising morbidity are intrinsic
motivations that far outweigh material consequences. The
ethical justification is further enhanced when there is trust
that those responsible are not only committed and capable
to handle the pandemic, but earnestly communicate with
and inform the public with the facts and figures to support
their actions. Their ability to be fair and just in enforcing the
controls, provide for those cut off from their livelihood have
gained the trust of the public.

Malaysia is also successful because of the well-established
public health system alongside private health system
that includes well managed government hospitals. These
public hospitals have been able to provide specific care for
those infected by the virus whether or not they can afford
hospitalisations. With government funding, the financial
strains can be absorbed to a higher extent compared to
private based health care system. At the same time the
effective monitoring and detection of cases have enabled
the government to identify areas and timing for opening up
the country based on detailed information and supported
by scientific facts.
The government reciprocated by providing temporary
supports such as income transfers, moratorium on
loans and repayments, subsidies to employers to retain
employees and other measures that kept the public at
ease while being confined in their own homes. Special

During the MCO, unethical actions in the form of fake news
in the social media to mislead the public did not gain
traction simply because of the trust that has been gained
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exposed the inequitable impact on the different income
segments of the population. The low-income group
are unable to exercise social distancing because they
are mostly self-employed and are concentrated in jobs
requiring close distancing. Those in the prison systems and
other detention centres are still densely populated and
are confined to enclosed spaces. The temporary shelters
for foreign workers are no better and poses high risks for
future spikes in cases.

dispensation was given to those involved in essential
services so that they could provide basic necessities for
all levels of society including the vulnerable segments
such as single mothers and those with physical and health
handicaps.
Another example of reciprocity is the recognition given
to health workers for their sense of duty and commitment
to the public at the expense of the right to their own
safety and the safety of their family members. This was
patriotism in action. The collective impulse took over from
the individualistic motivations for the entire period of the
pandemic. When the society is under threat, majority of
citizens cooperated in their own ways by not making things
worst at the least. There were some who chose to defy the
rules, but they were few in numbers and they sanctioned
and shamed in the media. The enforcement was equitable
and even prominent people were not given exceptions to
the rule. The regular dissemination of verifiable information
based on up to-date data supported by the scientific
modelling of the outbreak was sufficient to convince the
people that transparency was another value in practice.

Post movement controls, there will still be guidelines in
terms of standard operating procedures and there will be
enforcements against violation. The culture embodying
social ethics and citizenship have been manifested during
the ‘lock down’ period. Whether it will be sustained post
COVID-19 is yet to be seen. But one thing we can be
sure of is we do not have to be in a collectivist society to
practice collectivist values when necessary.

Conclusion

Finding the right balance in addressing these potential
conflicts require a holistic approach that involves
leadership, good governance, ethical sensitivities, and
fairness in enforcements. Managing or transcending
conflicts in a pandemic would require understanding of the
micro and macro aspects of the pandemic, having the right
data regarding those affected by policies, enforcement of
policies that must be fair and perceived to be fair, clear
and effective communication that incorporate health and
economic policy issues and initiatives, and regular and
factual reports on progress in containing the virus. Trust is
critical and those affected must be confident that they can
trust the authorities in minimising the pain and disruption
to their lives and livelihood.

It is generally agreed that the preventive aspect of
managing the pandemic was effectively executed by
the Malaysian authorities and the policies implemented
were based principles and priority of values that were
consistently applied. This contributed to the trust accorded
to the authorities and with this trust, the support and
cooperation given to them in combating this infection.
However, it must be acknowledged that the pandemic has

Because it is a public health issue, the priority is to prevent
those who are infected (asymptomatic or symptomatic)
from knowingly or unknowingly infecting others and
results in greater economic loss to society. The principle of
harm in public health allows the restriction of liberty with
the proper justification as long as it is reasonable. When
this trade-off is not clearly understood, the policies can
vary from complete abdication to over control of private
freedom. Balancing the threats to the economy and the
threats to health of societal members requires knowledge
and information about the pandemic. It also requires
awareness of the capacity to prevent further spread as
well as the commitment to ethics and good governance in
managing the disease.
This article was published in the October-December
2020 edition of the Corporate Vo!ce, the official journal
of The Malaysian Institute of Chartered Secretaries and
Administrators (MAICSA). Reprinted with permission.
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Abstract

Corporate governance describes the processes, practices
and structures through which a company runs its business
and affairs; and works to meet its financial, operational and
strategic objectives and achieve long-term sustainability2.
The objective of corporate governance is to promote
strong, viable competitive entities that are accountable
to stakeholders. But one size doesn’t fit every company,
and there’s no uniform, comprehensive set of policies
or practices: the “right” ones depend on several factors,
including: the nature of the business; the company’s
size and stage of development; availability of resources;
shareholder expectations; and legal and regulatory
requirements.
Corporate Governance contributes immense value to longterm shareholders’ value and to companies at large in
unquantifiable measures such as helping to create high
performance boards, increased shareholder engagement,
accountable management and strong internal control
systems, better managed risks, stabilized company through
harmonized interests of the multiple stakeholders.
Despite the importance of Corporate Governance and
inherent benefits to the company, it is still necessary to
guide the entrenchment by companies into their affairs.
This is often done within the regulatory frameworks in
which regulators issue practices and guidelines to guide
companies. In recent times to ensure that companies
adhere to these guidelines, the concept of evaluation has
been introduced in different climes. The Nigerian Code
of Corporate Governance 2018 recently launched by the
Financial Reporting Council of Nigeria introduced the
concept of Corporate Governance Evaluation. Principle 15 of
the code states “Institutionalizing a system for evaluating
the Company’s corporate governance practices ensures
that its governance standards, practices and processes are
adequate and effective”3 This principle of the code will
set the pace for a new era that will stimulate commitment
towards corporate governance and thus ensure that boards
and managements act with integrity , this will in turn build
public trust and confidence in our corporate system both
by domestic investors and investors internationally. This
article will x-ray the fundamentals of Corporate Governance
Evaluation, tools that can be used for the evaluation and
possible areas and parameter of evaluation. The keywords
will be: Corporate Governance, Evaluation and Audit.
Principle 15.

2
3

Mcinnes Cooper. The top 5 Corporate Governance Practice that benefit every company. Mcinnes Cooper Publications 2014.
Nigerian Code of Corporate Governance 2018. Financial Reporting Council of Nigeria Publications 2019.
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Background

The importance of Corporate Governance to an entity
with corporate goals or even to an economy can never
be over emphasized. More so as the global economy
emerges; new methodologies, new systems, new
challenges, new opportunities also emerge and all these
will always affect how businesses are run, thus the need
to formulate new guidelines, new codes, regulations
etc. to ensure that companies do not derail from
achieving their ultimate corporate objectives amidst all
the volatility, The implication of this is that while the
principles and tenets of Corporate Governance remain
constant, the requirements and practices will change
with time to be able to curb excesses effectively. It is
therefore imperative to ensure that companies adhere
to the new requirements of Corporate Governance. One
way this can be achieved is by evaluating the adherence
to requirements and practices in use at any particular
point in time.
Although some schools of thoughts believe that
Corporate Governance is theoretical and has minimal
practical impact on bottom line, they believe it is
expensive to implement, bureaucratic, monotonous
and delays decision making. They also think it cannot
be scaled down to the peculiar size of a company and
its stage of development. The reality is that Corporate
Governance actually impacts on the bottom line in
unquantifiable ways and more: It ensures sustainability
of the company on the long run and sustains the
cooperation of all stakeholders thus preventing capital
flight and other backlashes that could arise from
uncooperative stakeholders. It’s also important to state
that the excuse by such school of thought does not
absolve them from the need to remain competitive
in a business environment where good governance
is sin qua non in relation to raising capital, securing
loans, attracting skillful and qualified directors,
meeting the demands of knowledgeable shareholders
etc.4. In a bid to debunk the thought pattern of that
school of thought, I dare to say that the current code
of Corporate Governance in Nigeria, the NCCG2018 is
flexible and scalable5. One size doesn’t fit all, but rightsized governance practices will positively impact the
performance and long-term viability of every company
and that’s the spirit of the current code.

simply describe Corporate Governance evaluation as “the
examination and assessment of governance principles,
practices and structures in use in an entity with a view to
ascertain effectiveness and value that has been added to
such entity through the establishment in the entity”. In
addition to checking the effectiveness of the governance
practices entrenched in the system of an entity, Corporate
Governance audit seeks to ascertain the level of compliance
or otherwise of a company with the recommended practices
by regulatory authorities. The Corporate Governance
framework within an organisation establishes processes,
procedures, methodologies and structure that enhance
stability and sustainable development. The evaluation
exercise must essentially watch out to ensure that not only
are these components of the framework put in place but
that they deliver the expected value to the organisation.
Corporate Governance evaluation also helps identify the
weaknesses in the governance process and consequently
help improve the process.

Corporate governance evaluation

I am not sure there is any universal definition of
the term but for the purpose of this article I wish to

4
5

Ibid Mcinnes Cooper.
Ibid Nigeria Code of Corporate Governance 2018.
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A good approach to corporate governance audit

The NCCG 2018 mandates that Corporate Governance
evaluation should be carried out annually and companies
must use an external consultant at least once in three years6.
Either the auditor is internal or external; it’s important that
the person imbibes the right attitude and adopt a good
approach. While I am not necessarily inferring that there is a
perfect approach, it’s important to note the following steps.

For the regulator, in this instance, Financial Reporting
Council of Nigeria the benefits derivable are numerous.
First it will assist to shape Corporate Governance culture
and guide the stable development of companies. With
system assessments and indicator identification, this
evaluation strives to work with companies so they can
actively examine their internal risk through the reflection
of market mechanisms, such as media, stockholders,
institutional investors, and the announcement of
evaluation results. Secondly to encourage benchmarking.
Evaluation endeavors to seek out corporations that
actively improve Corporate Governance and take the
initiative to set measures for self-regulation beyond the
requirements of the law. Thirdly, to meet international
standards and enhance the international image .In
recent years, Corporate Governance has gradually
become a globally popular research topic. International
organizations are also continuing to develop evaluation
indicators based on Corporate Governance principles.

6

1.

The evaluator is expected to familiarize with the
business dynamics, sector, competition and annual
disclosures of the auditee. The evaluator should conduct
a detailed research on the corporate governance
practices of the company prior to the evaluation.

2.

Understand the elements of the Corporate Governance
framework, applicable laws and regulations. Build
a relationship with whoever is charged within the
company with overseeing development of, and
compliance with the Company’s governance policies.

3.

Make periodic contact with members of the board
of directors of the Company and inquire about the
functioning of the board and whether the directors
believe the board is effectively carrying out its roles
to add value to management and protect shareholders
and other stakeholder interests.

4.

Keep abreast of developing corporate governance
standards in the relevant market and internationally.
Encourage the Company to take these into
consideration and adopt them appropriately to the
Company’s particular circumstances.

5.

Be on the lookout for corporate governance challenges
(conflicts cases, Chairman/ MD/ CEO succession,
special accounting issues, increasing complexity of the
business), and think about additional assistance the
Company may need to adjust its governance practices
to meet such challenges.

Pre-audit commencement familiarization

Prior to audit commencement it would be appropriate that
the audit officer develops a sound understanding of the
business and risk environment, management and governance
practices of the Company. An information questionnaire may
be circulated to collect specific information and records that
would be relevant in the audit of Corporate Governance
practices of the Company. Prior to the field work it is
advisable to obtain following information:

Ibid Nigerian Code of Corporate Governance 2018.
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1.

IFC CG Methodology parameters8

A complete set of most recent documents like the
corporate policies, delegation of powers, operating
procedures, annual reports including directors’ reports,
audit reports, Corporate Governance audit reports,
minutes of Board/ Audit Committee/ Other committees,
board evaluation reports etc.

The development of the updated Methodology includes
the assessment of six key CG parameters:
1. Commitment to Environmental, Social, and Governance
(Leadership and Culture): The Company and its
shareholders must demonstrate a commitment to
implementing high-quality corporate governance,
including the governance of key environmental and
social policies and procedures.

2.

List of associated companies, related parties, director
and employee annual disclosures on income/ conflict of
interest/other relevant aspects impacting governance

3.

In case of Public listed entities, any rating reports
e.g. SEC’s CGRS, NSE’s FACT (Fiduciary Assessment
Certification Test) for directors. And generally for
companies, corporate governance certification report and
major concerns (if any) or any sectoral guidelines if any.

4.

2.

Structure and Functioning of the Board of Directors:
The board of directors must be qualified and
adequately structured to oversee the strategy,
management, and performance of the company.

3.

Control Environment: The company’s internal control
system, internal audit function, risk management
system (including an environmental and social
management system), and compliance function
must be sufficient to ensure sound stewardship of
the company’s assets, effectiveness of operations,
accuracy in reporting, and compliance with policies,
procedures, laws, and regulations.

4.

Disclosure and Transparency: The Company’s financial
and nonfinancial disclosures must be relevant,
faithful, and timely representation of material events
to shareholders and other stakeholders.

5.

Treatment of Minority Shareholders: The Company’s
minority shareholders’ rights are not inadequate or
abused, and other stakeholders are treated equitably.

6.

Governance of Stakeholder Engagement9: The
company’s governance of stakeholder engagement
must not be inadequate, particularly oversight over
stakeholder mapping, stakeholder engagement
policy and grievance mechanisms.

Status of investor complaints received by the company,
published reports (if any) from credit rating agencies/
equity research agencies/ media on governance practices
of the company

Based on the study of the above information the evaluator
should decide the audit coverage and extent of substantive
verification during the evaluation

Parametre for evaluation

Various organisations such as the Financial reporting
Council of Nigeria, Financial Reporting council in the UK, the
International Finance Corporation (IFC), The Organisation for
Economic Cooperation and Development (OECD), etc. have
developed Corporate Governance frameworks from which
evaluation criteria could be adopted in addition to the pillars
such as fairness, accountability, transparency etc. but I will
limit to just two for the purpose of this article:

NCCG2018 approach

The NCCG 2018 is the ultimate code of Corporate Governance
in Nigeria so the parameters for evaluation will most likely
be the practices outlined in the code. The Financial Reporting
council has mentioned at various times that work was
ongoing on the reporting template and perhaps the audit
template as well but for the purpose of this article, it will not
be out of place to state that parameters to be considered for
an audit of Corporate Governance would be fashioned after
the code structure as follows:
• Board of Directors and officers of the Board7
• Asssurance
• Relationship with shareholders
• Business conduct with ethics
• Sustainability
• Transparency

7
8
9

Ibid Nigerian Code of Corporate Governance.
IFC Corporate Governance Methodology, 2018
Ibid IFC
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Sample checklist

For every evaluation exercise of the Corporate
Governance system for any company, the evaluator will
ultimately have to develop a checklist of practices and
principles with which to assess the company being
audited in the absence of any. Like I mentioned earlier
the Financial Reporting Council of Nigeria is working
on reporting framework which may include a Corporate
Governance Evaluation checklist but for the purpose of
this article, I have developed a sample which is by no
way exhaustive. The structure of the NCCG2018 has been
adopted to develop the sample checklist:
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Compliance area

Auditor remarks/Observations

Part A – Board of directors and officers of the board
•
•
•
•
•
•
•
•
•

•
•
•

•
•
•
•
•
•

•

•
•
•
•
•
•
•

Is there a fit for purpose policy?
Have members of the Board met the competency and appointment criteria?
Are the ‘chairman’ and ‘managing director’/CEO functions separated?
Is there is a clear segregation of responsibility between the chairman and the CEO?
Are there independent directors on board?
Does the Board of Directors have a Board charter?
Is there a transparent and effective communication with stakeholders on both
positive and negative aspects of the business?
Is there a stakeholder engagement policy to determine positive and negative news
about the company on a timely basis?
Does the Board of Directors review the annual and quarterly operating performance
of the company? Does the Board of Directors prepare and made periodical/ annual
disclosures as required by disclosure requirements of regulatory agencies?
Is the performance of the board and individual directors assessed annually and
disclosure regarding the same made in the annual report?
Has the Board constituted all the necessary Board Committees to deal with various
aspects of Board matters?
Does the Board disclose a statement indicating development and implementation
of a risk management policy for the company including identification therein of
elements of risk, if any which in the opinion of the Board may threaten the existence
of the company?
Over the last 12 months, did the Board and Audit Committee meet at least 3 times
without exceeding the time gap of three months between two meetings?
Does the Number of independent directors on the Audit Committee comply with the
statutory requirement?
Is the Chairman of the Audit Committee an Independent director?
Does the audit committee have clear and written terms of reference? Are the terms
of reference reviewed periodically? If yes, how often?
Are members of the Audit Committee financially literate and have the ability to read
and understand the financial statements?
Do all members of the Audit Committee have knowledge of financial matters of
the company and at least one member has expertise in accounting and financial
management?
Do the procedures governing the Audit Committee specify that the Audit Committee
is responsible for reviewing with the management the performance of statutory
and internal auditors-and adequacy of the financial disclosures and internal control
systems?
Has the Audit Committee reviewed the adequacy of the Internal audit function of
the company during the year?
Has the Board/ Audit Committee reviewed the functioning of the Whistle Blower
mechanism, whether this has been accomplished?
Are related party transactions are periodically included in the audit committee
review?
Has the Board/ Audit Committee reviewed the integrated risk management policy
and risk mitigating action plans?
Has the Board/ Audit Committee reviewed the impact of continuing internal control
deficiencies? Are any significant deficiencies or financial/ non-financial?
Are there financial irregularities/ frauds that have an impact on the financial
statements of the company?
Are all material transactions with related parties not forming a normal course of
business placed before the audit committee?
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Part A – Board of directors and officers of the board (continued)
•
•
•

Are all material details of transaction with related parties or other which are not an
arm’s length bases along with justifications placed before the audit committee?
Have the executive team, key personnel and auditors made prescribed disclosures of
the related party transactions?
Does the company train its Board members in the business model of the company
as well as the risk profile of the business, business dynamics of the company and
their general responsibilities?

Rating:
• Excellent
• Good
• Satisfactory
• Fair
• Poor
Part B – Assurance
•
•
•
•
•
•
•
•
•
•
•
•
•

Is there a risk policy, defined risk appetite and risk limits?
Is there a risk management framework in place and has it been disclosed in annual
report?
Is the risk management function is headed by a senior member of management or
not?
is there is an internal control charter?
Does the head of internal audit report to the appropriate person?
Is there is a whistleblowing mechanism?
Is the external auditor independent?
Does the external auditor render non-audit services?
Has the external auditor been engaged for more than 10 years?
Has the company designed and implemented an internal control system for control
over financial reporting?
Does the system function effectively?
Are the Audit Committee and the Board satisfied with the internal financial controls?
Has the Board/Audit Committee has reviewed and monitored the auditor’s
independence and performance, and Effectiveness of audit process?

Rating:
• Excellent
• Good
• Satisfactory
• Fair
• Poor
Part C – Relationship with shareholders
•
•
•
•
•

Are general meetings conducted regularly as and when due?
Are the venues of such meetings accessible to all those eligible to attend?
Are chairmen of all board committees and statutory audit committee present at
general meetings?
Is there a shareholders engagement policy in place and is it published on company’s
website?
Are the powers of shareholders to elect and remove directors preserved and upheld?

Rating:
• Excellent
• Good
• Satisfactory
• Fair
• Poor
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Part D – Business conduct with ethics
•
•
•
•
•
•
•
•
•

Has the company designed and implemented a Code of ethical business conduct?
Has the company designed and implemented policies and strategies in relation to
economic, social and environmental impacts?
Have the directors provided an ethics performance statement in the annual report
of the company?
Has the company prepared an ethics risk profile?
Has the company communicated the ethics policy/Code of conduct (CoC) to
stakeholders?
Are all employees trained on the entity’s ethics/CoC?
Has the Board reviewed the performance and effectiveness of the implementation
of the company’s CoC?
Has the company established a suitable employee conduct monitoring mechanism?
Has the company obtained annual declarations from the Board and Key Managerial
Personnel of their compliance with the CoC?

Rating:
• Excellent
• Good
• Satisfactory
• Fair
• Poor
Part E – Sustainability
•
•
•
•
•
•

Does the company have a policy on social, ethical, safety and environmental
responsibilities?
Does the company has a policy on bribery and corruption?.
Does the company have ESG policy?
Has the company designed and implemented a CSR policy?
Has the company earmarked prescribed profit contributions towards annual CSR
activities such as poverty alleviation, education, etc.?
Does the company have a dedicated Board Committee for undertaking formulation
and review of CSR activities?

Rating:
• Excellent
• Good
• Satisfactory
• Fair
• Poor
Part F – Transparency
•
•
•

Is there a stakeholder management and communication policy?
Is there an investors’ portal on company’s website?
Does the company’s annual report include corporate governance report?

Rating:
• Excellent
• Good
• Satisfactory
• Fair
• Poor
This article was provided by the Institute of Chartered Secretaries & Administrators of Nigeria (https://icsan.org/). Published with
permission.
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Boards Under Stress;
How did Boards Respond?
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Introduction

Hawkamah Institute for corporate governance, in
cooperation with its strategic partner Diligent, carried
out a 4-part online survey to directors and company
secretaries that have gone through its director
development and certified board secretary program.
Initiated in July 2020, the survey focused on:
1. measures introduced during the lockdown;
2. impact on board operations;
3. assessment on board and company responses; and
4. priorities moving forward.
The survey received 43 responses, primarily from the
UAE and the Middle East region. The top three sectors
represented being government (20%), finance (28%)
and consulting and professional services (17%). A
majority of respondents sit on at least a four-member
board.

Geographic distribution of respondents

55+9+36A
6.06%

3.03%

6.06%
9.09%
3.03%

54.55%

6.06%
3.03%

9.09%
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Survey Findings

operations, conducted a thorough review of their
40%
60%
80%
100%
company’s human resources requirements given the
slowdown of business, and generally implemented
business continuity plans. 42% of the respondents
reached out to suppliers to re-negotiate terms of
engagement, while 33% reported reaching out to
shareholders, 24% to regulators, and 6% to customers.
Another 6% of the respondents also mentioned a
revisiting of their company’s business model and focused

0%
20%
Regional Companies Initially Prioritized Business
Continuity
As governments started to implement aggressive
approaches to combat the virus, companies had to
implement business continuity protocols as well as
critically review their human resource requirements.
A majority of the respondents reported that their
organizations implemented teleworking into the

Measures introduced during the closures

Revisit business model

6%

Outreach to customers

6%
24%

Outreach to regulators

33%

Outreach to shareholders

42%

Outreach to suppliers

64%

Business continuity

73%

HR changes

76%

Telework
0%

their efforts at business resilience.
Board Communications
Amongst the board
During times of undue stress—
especially like this one—where a great
of deal uncertainty had to be taken into
consideration in business decision-making,
boards had to work closely together as a
group to fulfill their fiduciary duties. They
need to be accessible and stay on top of
what is going on with the business.
86% of respondents reported that their
Board was in close contact during the
community lockdown, as businesses went
under economic stress.

20%

40%

60%

80%

100%

Is your Board in contact during the lockdown?

86+14+A
13.79%

86.12%
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Boards and executives
Boards keeping in close touch with executives
especially during times of crisis is a good corporate
governance practice. Boards have a unique fiduciary
responsibility in overseeing the company, and
during times of crisis there may be instances where
executives have to make emergency decisions that
may impact the company’s priorities which are
typically set by the board. Staying abreast of company
developments, while not necessarily micromanaging
unless the situation calls for it, is a balancing act that
boards need to make during times of crisis.

Is your Board liaising actively with executives during the
lockdown?

83+17+A
55+45+A

17.24%

83% of respondents liaised actively with executives
during the height of closures.
The board has a responsibility to stay in touch with
key stakeholders, particularly the regulators and
shareholders of the company. 55% of respondents
mentioned that they received some form of
communication from shareholders on changes in
investor expectations in light of the lockdown and
their implications to the business.

Yes
No

82.76%

Has the Board received any communication from shareholders
on any changes in investor expectations?

44.83%

Yes
No

55.17%

71% of respondents noted that the lockdown did not have any immediate impact on board operations. However, one in four
respondents noted some challenges on board access to executives and one in five respondents cited insufficient scenarios
were provided to the board for proper decision-making.

What was the impact of the lockdown to Board operations?

Insufficient board engagement by executives

8%

Inability to get all board members together to
make a decision

8%

Lack of virtual conferencing capabilities

8%

Insufficient scenarios provided to the board for
proper decision-making

21%
25%

Lack of adequate access to executives

71%

No impact
0%

20%
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40%

60%

80%

100%
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Assessing Crisis Response
For the purpose of this survey, we asked respondents to
assess their perceptions on the quality of various indicators
as they observed in their organization. They were asked to
rate 1 as the worst and 10 as the best. We tried to capture
the extent of responses through the spectrum and assumed
that a rating of seven and above show a more positive
observation on the quality of each indicator. Respondents
were asked their perception on board level risk oversight
prior to the pandemic. 28% of respondents reported that
boards were at least at a 7 out of 10 in in their perceived
quality of the board’s risk oversight prior to the pandemic.

An interesting 47% of the respondents assessed that the
executives were at least at 7 out of 10 preparedness to
deal with this pandemic. The general perception is that the
executives were more prepared than the board.
Preparedness of your company’s executives to deal with
the pandemic

13% 4% 17% 4% 13%
0%

17%

17% 4% 9%

Risk oversight at the Board level prior to pandemic

0%

16%

0%

8%

4%

20%

4%

16%

40%

24%

60%

40%

60%

80%

100%

Those that had risk committees, 22% felt that their risk
committee had at least a 7 out of 10 effectiveness in
dealing with the pandemic.

4%

8% 12%
4%

80%

20%

Effectiveness of the Board’s risk committee (if one exists)
dealing with the pandemic

100%

13% 4% 9%

17%

26%

9% 9% 9% 4%

Once the pandemic occurred, 35% of the respondents
assessed that their boards were at least at 7 out of 10
preparedness to deal with the pandemic.
0%
Preparedness of the Board for this pandemic

13% 4% 13% 9%

0%

20%

40%

26%

60%

40%

60%

80%

100%

44% of respondents assessed the quality and flexibility of
their company plans, policies and procedures at least at 7
out 10 conducive to respond to the uncertainties that the
pandemic brought to company operations.

Quality and flexibility of company plans, policies and
procedures conducive to respond to the pandemic

13% 4% 9% 9%

80%

20%

13% 4% 9%

100%

0%
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Key takeaways

40% of respondents assessed the effectiveness of the
company’s controls at least at 7 out of 10, resulting to an
agile response to deal with the pandemic.

Some of the key takeaways from the results of the
survey are as follows:
• Technology and board meetings – Those that
initially invested in board meeting technology
found it easier to meet virtually than those that
followed a more traditional approach of board
meetings. The greater the exposure that board
members had in utilizing their Ipads, the easier it
was for the company secretary to push information
into the board portal for better board decisionmaking.

Effectiveness of the company’s internal controls resulting
to an agile response to deal with the pandemic

13% 9% 9% 9% 13% 9% 9% 13% 9% 9%

0%

20%

40%

60%

80%

•

During times of crisis, the trusting relationship
between board and executives is tested. The board
has to be reassured that executives are doing
all that is necessary to mitigate any potential
risks that the organization is facing, and this can
be effectively done through constant contact
and communication between the board and
the executives. The relationship between the
Chairman and the CEO is key.

•

Crisis communication good practices call for
stakeholder and shareholder communication to
be an ongoing concern of the Board. As executives
try to battle the crisis head-on and put out fires,
the Board has to make sure that the external
relationships of the organization are intact and
fully informed to the extent possible.

100%

On the company’s communication to its shareholders during
the lockdown, 34% assessed the quality of communication
to at least 7 out of 10.

Communication of the company to its shareholders

17% 4% 13% 9%
0%

0%

20%

40%

22%

60%

13% 4% 17%
0%

80%

This article was provided by The Hawkamah Institute for
Corporate Governance (www.hawkamah.org). Published
with permission.

100%

… while 48% of respondents assessed the communication of
the company to its stakeholders to at least a 7 out of 10.

Communication of the company to its stakeholders

9%

0%

4%
4%

17% 4% 13%

20%

40%

17%

60%

9% 9% 13%

80%

100%
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Virtual Board
and Committee
Meetings:
Here to Stay

T

he “Global Network of Director Institutes 2020–2021
Survey Report”1 reveals the results of an NACD2-led
survey conducted between August and November 2020
of nearly 2,000 directors worldwide3 on various impacts
and implications of COVID-19 on corporate governance,
reflecting a number of experiences shared by boards
regardless of geography, along with some interesting
regional variations.

Among the noteworthy findings of particularly keen interest
to corporate secretaries and other governance professionals
are those pertaining to the future of virtual board and
committee meetings, which quickly became the norm since
the onset of the pandemic in early 2020. Notably, more than
70% of directors worldwide expect at least 20% of future full
board meetings to be virtual post-pandemic. Of those, 19%
expect at least 60% of meetings to be virtual and 7% expect
at least 80% of meetings to be virtual, as shown here:

1

See https://higherlogicdownload.s3.amazonaws.com/GOVERNANCEPROFESSIONALS/a8892c7c-6297-4149-b9fc-378577d0b150/UploadedImages/GNDI_20202021_Survey_report.pdf

2

The NACD (National Association of Corporate Directors) is a member of the Global Network of Director Institutes.

3

The survey respondent group represented 17 director institute members of the Global Network of Director Institutes.
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Exhibit 13: What percent of your full-board meetings do you expect to be virtual after the crisis? (%)
n=1,618

29
25

27

12
7
0-20%

20-40%

40-60%

60-80%

80-100%

Source: Global Network of Director Institutes 2020-2021 Survey
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Directors expect even more committee meetings to remain
virtual, with 78% of respondents globally expecting at
least 20% of future committee meetings to be virtual postpandemic. Of those, 32% expect at least 60% of meetings to
be virtual and 12% expect at least 80% of meetings to be
virtual, as follows:

Among the interesting regional differences: 40% of
directors in South America expect that 20-40% of their
full board meetings will be virtual compared to just 25%
of directors globally and within the US specifically, as
previously reported on here4.

Exhibit 14: What percent of your committee meetings do you expect to be virtual after the crisis? (%)
n=1,613
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Source: Global Network of Director Institutes 2020-2021 Survey

4

See “Virtual Board/Committee Meetings” at https://scsgp.informz.net/informzdataservice/onlineversion/pub/
bWFpbGluZ2luc3RhbmNlaWQ9ODIzNDE3MA==#covid19.
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As previously reported5, expectations among US directors for
virtual committee meetings post-pandemic are on par with
the global findings.

Also noteworthy is the fact that 44% of respondents said that
their boards had already held an in-person meeting or expected
to do so by the end of December 2020, as reflected here:

Exhibit 15: When will your board hold its next in-person meeting? (%)
n=1,613

28

28

Before the
end of
March 2021

After the
end of
March 2021

22
14
8

It already has

Before the
end of
September 2020

Before the
end of
December 2020

Source: Global Network of Director Institutes 2020-2021 Survey

oversight, board effectiveness, changed/new prioritization of
responsibilities, time management, and more.

Regionally, the report notes that directors in Asia and
Oceania are more likely to have met in person by the end of
2020, which may merely reflect geographic variations in the
spread of the virus6. Comparatively, just six of the 226 U.S.
public company boards represented by this mid-October
2020 Society for Corporate Governance survey7 had already
recommenced in-person meetings, and less than 10%
expected to recommence in-person board meetings in early
(e.g., January/February) 2021.

See the NACD’s release8 and these prior reports: “Directors
Weigh in on Virtual Board/Committee Meetings”9 and “Board
& Committee Meeting Practices Evolve in Pandemic.”10
This article was provided by The Society for Corporate
Governance (www.societycorpgov.org). Published with
permission.

The report addresses additional key themes and trends
concerning crisis management responsiveness, risk

5

See “Virtual Board/Committee Meetings” at https://scsgp.informz.net/informzdataservice/onlineversion/pub/
bWFpbGluZ2luc3RhbmNlaWQ9ODIzNDE3MA==#covid19.

6

See https://www.bbc.com/news/world-51235105

7

See https://higherlogicdownload.s3.amazonaws.com/GOVERNANCEPROFESSIONALS/a8892c7c-6297-4149-b9fc-378577d0b150/UploadedImages/SUMMARY_
BoardMeetingsRemoteInPerson.pdf

8

See https://www.prnewswire.com/news-releases/survey-examines-how-corporate-board-members-worldwide-are-navigating-governance-challenges-in-thecovid-19-environment-301217530.html

9

See https://scsgp.informz.net/informzdataservice/onlineversion/pub/bWFpbGluZ2luc3RhbmNlaWQ9ODE4NTk5MQ==#covid19

10

See https://scsgp.informz.net/informzdataservice/onlineversion/pub/bWFpbGluZ2luc3RhbmNlaWQ9ODE2MTk2OA==#coronavirus
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Does your Board Understand the
Strategic Risks of Climate Change?
Jane Crombie

Board & Governance Specialist

Kerryn Newton

CEO, Directors Australia

•

Global climate change
response has evolved
rapidly in recent
years and pressure
on boards to act on
climate-related risks
continues to intensify.

•

Directors need to
consider how they can
identify, disclose, and
respond to climate
risks over the long
term.

•

This article outlines
recent developments
of interest to directors
and areas of action for
boards.
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P

Directors need to consider how they can identify, disclose,
and respond to climate risks over the long term. In
Australia, the climate has warmed by approximately 1.4°
over the last century. Direct impacts may include severe
weather events, worsening droughts, extreme fire events,
and rising sea levels. The 2019–2020 Australian bushfires
caused loss of human life, livestock and wildlife fatalities,
loss of tourism, transport interruptions, infrastructure
damage, and earnings write-downs for insurance
companies. The severe impact on communities brought
climate change into acute national and international
focus.

ressure on boards to act on climate-related
risks continues to intensify, driven by investor
expectations, heightened regulatory focus, and an
increase in climate-related litigation. Climate change
impacts may include asset devaluations, regulatory
fines, supply chain disruption, reputational damage, and
lost business. For these reasons, climate risk has been
elevated by many boards from an environmental, social
and governance (ESG) factor to a major strategic and risk
consideration.

The global climate change response has evolved rapidly
in recent years. In 2016 almost 200 countries signed
the Paris Climate Accord, setting the goal of ‘limiting
the increase in the global average temperature to well
below 2° above pre-industrial levels’ and moving to net
zero emissions (removing as much carbon as is created)
by 2050. Institutional investors and their proxy advisers
increasingly expect investee companies to adhere to the
climate risk disclosure framework set out by the 2017
Taskforce on Climate-related Financial Disclosures (TCFD).
The World Economic Forum’s Global Risks Report 2020
noted that for the first-time climate issues accounted for
the top five long-term risks in terms of likelihood.
A landmark legal opinion published in 2016 found that
climate change represented a foreseeable risk and
was therefore relevant to directors’ duties of care and
diligence. A 2019 revision of this opinion reinforced that
directors’ potential liability in relation to climate change
is increasing exponentially. As such, directors could
face liability for breaching their duties if they do not
adequately consider and respond to climate change risks
within their organisation.

Recent developments of interest to directors:
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•

The fourth edition of the ASX Corporate Governance
Corporate Governance Principles, released in 2019,
encourages ASX listed companies to disclose any
material exposure to social or environmental
risks and how these will be managed. The
guidelines endorse the TCFD disclosure framework
recommendations.

•

In 2019 the Australian Securities and Investments
Commission (ASIC) revised its regulatory guidance
on market disclosures to include climate-related
financial risks. The guidance included key risks to
be disclosed in Prospectuses (RG228) and Operating
and Financial Reviews (RG247) within annual reports.
ASIC intends to continue prioritising surveillance of
climate risk disclosure practices.

www.csiaorg.com

•

climate change risks in relation to the issue of
Australian Government bonds.

Climate change activism and litigation is
increasing in Australia:
o Last year, in a world first, an Australian student
filed a legal action against the $54 billion
REST Superannuation Fund alleging the
trustees breached their fiduciary duty by failing
to adequately consider climate change risks.
In November 2020 the matter was settled
out of court with REST agreeing that its
trustees have a duty to manage the financial
risks of climate change. REST also agreed
to manage its investments so they would
be responsible for net zero greenhouse gas
emissions by 2050. This case sets a precedent
for the Australian superannuation industry and
clarifies that management of climate risk is a
board responsibility that cannot be delegated.
o

o

A class action was filed in the Federal Court
in July 2020 by a Melbourne law student
claiming the Commonwealth failed to disclose
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In September 2020, a group of teenagers filed a
class action against the Commonwealth Minister
for the Environment. They claimed approval
of a coal mine expansion would breach the
Minister’s duty of care to young people due to
climate change impacts as a result of increased
greenhouse gas emissions.

•

The Australian Council of Superannuation Investors
(ACSI) revised its Governance Guidelines in 2019,
recommending TCFD recommendations are used as the
basis for disclosure of climate change risk.

•

In 2020, the Australian Prudential Regulation Authority
(APRA) flagged its intention to conduct stress tests
from 2021 on large Australian insurers, banks, and
superannuation funds using a range of possible climate
scenarios.
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•

•

•

•

Last year the Australian Accounting Standards Board
(AASB) and the Auditing and Assurance Standards
Board (AUASB) published guidance around disclosure
of climate related risks in financial statements.

Actions for your board

In his 2020 annual letter, the CEO of the world’s largest
fund manager, Blackrock, claimed climate change has
brought us to ‘the edge of a fundamental reshaping of
finance’. Blackrock announced it would use its voting
power as an investor to hold directors accountable for
lack of progress towards the Paris Climate Accord goals.

Action 2: Consider your organisation’s internal
sustainability policy (such as recycling, renewable
energy usage, waste to landfill) as well as carbon
emission reduction targets.

Action 1: Agree to a values-based position on climate
change and sustainability which aligns to your
organisation’s purpose.

Action 3: Ensure your board and executive team
understand increased regulatory, shareholder and
investor expectations around climate risk assessment
and disclosure.

BHP Group Ltd recently announced that 10 per cent of
its short-term remuneration incentives would align to
its goal of reducing its carbon emissions by 30 per cent
by 2030.

Action 4: Consider the strategic implications of climate
change for your organisation as part of strategy and
business planning.

In September 2020 the World Economic Forum released
a set of universal metrics to enable comparison of ESG
performance (including climate change) within annual
reports across industry sectors and countries.

Action 5: Embed climate change risk into your risk
framework, board reporting, remuneration structures,
and stakeholder communications.
Action 6: Evaluate your exposure to climate-related
risks within your customer base and supply chain.
Action 7: Review the structure of your annual report
to confirm climate-related disclosures meet relevant
compliance requirements.
As stakeholder interest and regulatory scrutiny
continues to grow, boards should ensure they have a
sophisticated understanding of climate change and the
risks it presents to their organisation.
This article was first published in the December 2020
edition edition of Governance Directions, the official
journal of the Governance Institute of Australia
(www.governanceinstitute.com.au). Reprinted with
permission.
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Revive and Refresh
Louise Thomson

Head of Policy (NFP) at The Chartered Governance Institute

T

The public consultation received over 800 responses, of
which 130 were more substantive and detailed submissions.
In summary, the following headlines demonstrate the
general support for the proposed changes:
• 84% of respondents to the main consultation were very
satisfied or satisfied with the Code compared with 42%
of those responding to a similar survey to members of
the Small Charities Coalition
• 85% of respondents to the main consultation supported
the idea of a refresh approach
• It was clear that the understanding and meaning of
integrity in the sector has evolved to incorporate ethics
and the ‘right to be safe’
• There was strong engagement with themes
surrounding diversity, inclusion, equity and equality and
a steer that the Code could go further in developing
and promoting these governance issues.

he complexity of governance, being a spectrum
rather than binary, means that potential reasons
for the need to review and revise understanding
and practice can come from many sources. As such,
governance principles, practice and recommendations
need to be amended to reflect those changes in wider
society.
In November 2019 the Steering Group of the
Charity Governance Code (the Code) started a
public consultation on a limited refresh of the Code,
specifically to reflect governance developments in the
areas of organisational culture, safeguarding, equality,
diversity and inclusion. The consultation ran until
February 2020 with an initial plan to reveal the revised
version in the summer, but we all know what happened
in the first quarter of the year to disrupt those plans!
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On re-reading the principle, the feedback was spot on. The
focus was too much on a charity’s assets and reputation
rather than the importance of organisational culture and
ensuring those who came into contact with the charity
were treated in accordance with the values and ethos of
the individual organisation and commensurate with the
public’s expectations of the sector. The Steering Group
therefore agreed to make several changes to the principle,
rationale, outcomes and recommended practice to reflect
the broader aspects of integrity.

Governance, in any sector, is a
process of evolution subject to
change from both internal and
external stimuli

The principle itself was updated to emphasise the
importance of ethics and culture to a charity. It now reads
as: The board acts with integrity, adopting values, applying
ethical principles to decisions, and creating a welcoming
and supportive culture which helps achieve the charity’s
purposes. The board is aware of the significance of the
public’s confidence and trust in charities, and of the
importance of reflecting the charity’s ethics and values
in everything it does. Trustees undertake their duties
accordingly.
The rationale supporting the principle was significantly
refocused to move away from funds and assets to cover
the ‘right to be safe’ and the personal behaviours of
trustees, in their work for the charity and beyond. As
such, the rationale promotes the need for everyone who
comes into contact with a charity to be treated with
dignity and respect and feel that they are in a safe and
supportive environment. Moreover, requiring those that
lead a charity to exhibit and be held to the highest levels
of personal integrity and conduct more strongly reflects
the changes introduced in the Charities (Protection and
Social Investment) Act 2016 which provided new powers
to the Charity Commission to deal with trustees guilty of
mismanagement, misconduct or other conduct likely to
bring the sector into disrepute.
Both the Integrity and Diversity Principles of the 2017
version of the Code were identified as requiring revision
now in order to more broadly reflect current governance
challenges and practice. As such we will look at these issues
in more detail.

Since 2017, the public’s expectations of the way charities
conduct themselves has become more solid and
articulated more loudly. In response to some examples of
governance practice, NCVO developed the Charity Ethical
Principles. There was not a clear way forward as to how
best to reflect the Charity Ethical Principles within the
refreshed Code. Previous Code’s had referenced the Nolan
Principles and there was some support for retaining
that reference and treating the Charity Ethical Principles
in a similar way. A counter argument was that rather
than have two documents (the Code and the Charity
Ethical Principles), the Charity Ethical Principles should
be marbled into the revised Code. That latter option
represented a more comprehensive overhaul of the
entire Code, which was not the preferred approach of the
Steering Group at this time.

Integrity

The previous iteration of the Code included a standalone
principle regarding integrity, which the Steering Group
considered fairly solid with not much need for revision.
However, the feedback of one respondent to the consultation
made us think again: “The Integrity Principle currently
focuses on the charity’s reputation and dealing with
conflicts of interest…The principle needs to be informed and
developed in response to the wider safeguarding lessons.
This is not only about protecting a charity’s reputation but
also a question of ethos, values and culture”.
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To balance the two valid arguments the outcomes section
of the Integrity principle has been broadened to reflect
Charity Ethical Principles language. Of particular note
is the Code’s promotion of the need to create safe and
welcoming environments, the ability of the board to be
objective in its decision-making and an emphasis on the
personal behaviours of trustees, including the appropriate
use of power and influence.

•

The recommended practice has been updated to reflect
the other changes in the section. Firstly, the suggestions
relating to upholding a charity’s values have been
enhanced. Secondly, new recommended practice has
been introduced to support the ‘right to be safe’ aspect
of organisational culture and values with new guidance
recognising and countering improper power imbalances.
The practice covering conflicts of interest remains
unchanged, for now.

•

•

•

board ensuring equality, diversity and inclusion (EDI)
initiatives and actions are embedded within a charity
and help to deliver the charity’s public benefit
board composition helping to promote equity in
the balance and use of power, perspective and
opportunity
board making good decisions and the process being
more effective because it includes a variety of
perspectives, experiences and skills
understanding that EDI does not start and end
in the boardroom but has to apply to the whole
organisation.

Given the diversity of the sector, the Steering Group was
acutely aware that some charities would be in a better
place to improve their EDI than others, and in fact some
charities would by necessity have to embrace diversity in
a different way to other charities (faith based charities,
domestic abuse charities for example). As such, the revised
principle is framed around the possible journey a board
might take, in terms of: assessing the understanding,
systems and culture of the charity; setting the context for
EDI developments along with specific and realistic goals;
taking action and monitoring EDI performance against
those internally-set goals; and publishing performance,
information and learning.

Diversity

Back in 2016, the Steering Group thought that an explicit
principle on diversity was required to counter the
problems of ‘group think’ and promote the need for boards
to be better at recruiting from a wider and more diverse
pool of talent. However, research by RSM highlighted that
many charities adopting the Code found the application
of the Diversity Principle most challenging.
Feedback from the public consultation expressed a favour
of a change in the principle, with 69% of respondents
agreeing that the Diversity Principle should be renamed,
with 46% expressing a preference for renaming it ‘Equality,
diversity and inclusion’.
“Diversity is the one single area that has moved the
furthest since 2017 and the area of the Code that
will benefit from a full review and update in this
area”.
The consensus for change was clear, but what that change
should include was more difficult to identify and agree.
The issue of trustee boards being predominantly white,
male, older and from a professional background has been
covered in several research papers. The rise in importance
and awareness of the Black Lives Matter movement and
the #CharitySoWhite campaign further highlighted the
complexities of the issues involved and the growing need
to address them sooner rather than later. As such, the
Steering Group decided to invest in the help of expert
consultants to help navigate the challenges and come up
with the best way forward.
Accessing experts to help with the reworking of the
diversity principle to embrace equality and inclusion has
helped the Steering Group to ensure the revised version
includes clearer outcomes with the:
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It is hoped the approach taken encourages those nervous
of tackling the issues identified to start navigating the
best way for their charity to improve EDI, to acknowledge
that some mistakes are likely to be made, but the ‘fear
of getting things wrong’ should not detract from the
desire to make changes. It is also envisaged that while
the Code may not provide specific actions to improve EDI,
it will offer a framework within which trustees can start
delivering meaningful changes to EDI that are appropriate,
proportionate and effective for their organisation.

Where next?

Call for action

To help track those themes for review, the Steering Group
has committed to producing regular commentary on how
we intend to address those issues in an updated ‘road
map’ to the 2023 review along with regular blogs on
topics relevant to the Code’s development.

The public consultation made it clear that this review
was limited in its scope and range and that a more
comprehensive evaluation of the Code would be
planned for 2023. Consequently, the consultation asked
respondents to highlight those topics that need to
be included in further reviews. The feedback received
suggested over 50 topics. It is likely that these will be
added to as sector governance evolves over the coming
years.

The consultation responses reinforced the sector’s desire
for more resources to help implement the Code, especially
with EDI. However, the Steering Group believes the sector
should work together to share good practice, develop
new guidance and promote experiences and learnings
to improve charity governance. There is a wealth of
charity governance guidance out there for trustees, senior
managers and advisers, but ultimately the hard work has
to be done by individual organisations to improve their
governance arrangements. No single piece of guidance is
going to meet the needs of such a diverse sector, which
helps to underline the importance and value a governance
professional can offer by curating a rich array of options
for boards and their charities to adopt.

The revised Charity Governance Code was
launched in early December and can be found at
charitygovernancecode.org/en, along with the summary
report from the consultation process.
This article was first published in the January 2021 edition
edition of Governance and Compliance, the official journal
ICSA: The Chartered Governance Institute (www.icsa.org.uk).
Reprinted with permission.

49

Member
Update
Tom Morrison Essay Prize 2021

T

he Chartered Governance Institute’s annual essay
writing competition – the Tom Morrison Essay Prize –
is this year addressing the theme of ‘Building Back Better’.
The competition, which runs until 1 April 2021, is seeking
entries from current students (the Institute’s or other,
such as those studying for a business, accountancy, legal
or governance qualification), recent graduates and those
at the start of their governance career on the following
topic:

The competition, which is now in its sixth year, is in memory
of Tom Morrison FCIS, an active member of the Institute
and a highly regarded and influential member of the share
registration industry. Tom was an early supporter of the
unique work of ShareGift, the share donation charity, which
instigated the Tom Morrison Essay Prize and made an initial
donation to The Chartered Secretaries’ Charitable Trust in
order to establish it and fund the prizes.
Tom was known for challenging received wisdom and the
Institute is looking for essay submissions that demonstrate
an original perspective and a fresh approach to governance.
Essays should be 2,000-2,500 words in length and must be
submitted in English online. Handwritten essays will not be
accepted. Full details of how to enter and the judging criteria
can be found at www.icsa.org.uk/tmep

Post-COVID-19, what does the concept of ‘building back
better’ mean for governance professionals?
Essayists are encouraged to develop their own ideas on
the topic, or may wish to focus on one or more of the
following aspects
• the approach to stakeholder engagement
• sector and industry specifics
• elements relevant to parts of society
• global considerations.

50

ESG Summit: Embracing a Green and
Sustainable Recovery

A

Register now.
Link: https://www.icsa.org.uk/events/conferences/2021/
esg-summit?utm_source=global_governance_
voice&utm_medium=partnerships&utm_
campaign=Partnerships%20||%20Global%20
Governance%20Voice%20||%20February%20||%20
Newsletter%20||%20ESG%20Summitudging criteria can
be found at www.icsa.org.uk/tmep

fter the events of the last year, stakeholder scrutiny
on strategies around environmental, social and
(corporate) governance (ESG) is at an all-time high. With
a lack of global standards around ESG, the best way
to improve your own initiatives is to learn from other
organisations successes, challenges and visions for the
future.
From carbon footprints and supply chains to diversity and
equality, join our panel of experts as we explore:
• organisational purpose and values, and how these
need to be continuously aligned with changing
stakeholder expectations
• risks and opportunities linked to implementing ESG
strategies
• economic benefits of sustainable organisations
• and much more
Sign up for an exciting agenda, split over two days, with
speakers confirmed from organisations such as Coca-Cola
European Partners plc and UN Global Compact Network
UK.
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Hawkamah’s Partnership with IAL

H

awkamah and Independent Audit Limited (IAL) join
forces to improve board governance in the Middle
East and North Africa through Thinking Board for Board
Evaluation services.

The announcement of the collaboration marks the
next stage in Hawkamah’s vision to improve corporate
governance in the Middle East and North Africa.
Founded by Dubai International Financial Centre (DIFC)
and supported by the Organisation for Economic Cooperation and Development (OECD) and World Bank’s
International Financial Corporation (IFC).

In which IAL will provide Thinking Board® to Hawkamah
and co-operate in the provision of technical expertise and
support. Hawkamah’s regional knowledge and input will help
to localise Thinking Board® to better reflect the governance
challenges faced by boards in the region.

Hawkamah’s Partnership with I voice up

I

n its continuous efforts to support its stakeholders,
Hawkamah has established a promising partnership with
iVoiceUp; a software which improves work experiences
through creating happier compliant environments for
employees at the workplace, thus protecting brand
reputation and enhancing productivity. iVoiceUp is a
leading ethics & compliance case management platform

for enterprises to detect, investigate, and analyze cases
across all stakeholders. Empowering top management
with an overview of the entire organization on one,
unified, private platform that enables you to monitor
organizational performance and align business processes
accordingly.

Hawkamah Trainings / Programs:
1.

Directors Development Program. For more information
Please click: https://www.hawkamah.org/professional-development/overview

2.

ESG Reporting Course. For more information, please click https://www.hawkamah.
org/event/5139
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A

ttention all governance professionals: Obtaining
your governance designation has never been more
accessible and more timely. Sign up today for the standardsetting designation, the GPC.D, offered by Canada’s leading
governance association.

The GPC.D program focuses on key elements such as:
best approaches to board meeting planning, processes
and agenda setting, onboarding, board evaluations,
minutes and legal requirements in records management,
mediating board and management relationships, ESG,
and purpose governance, risk management, strategy,
ethics, diversity and culture, and more.

The Governance Professionals of Canada’s Education
Program (GPC-EP) is now entirely available online.
Created BY governance professionals FOR governance
professionals, the program is not academic but rather takes
a practical, deep dive on real processes and best practices,
to support those working in the trenches of governance
in their organizations. Governance professionals both
seasoned or newer to their role, are now able to obtain
the GPC.D designation virtually, at a time when good
governance is more important than ever.

To learn more about the GPC.D program and for
upcoming dates, visit our website, https://gpcanada.
org/gpc-ep?utm_source=csia&utm_medium=link&utm_
campaign=21

The governance professional’s contribution is vital to
ensure that governance systems in are optimal, and their
role should be equipped with the latest tools, trends and
resources to ensure the success of their organizations in
the face of recent challenges. The GPC.D program has been
in great demand, as it provides professionals with the
tactical knowledge to take them and their organizations to
greater successes in the realm of governance.
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HKICS Annual Convocation 2021

T

he Institute held its Online Annual Celebration 2021 on
25 January 2021, with over 120 enrolments.

in 2020; the accelerated pace of recognition of the
governance professional in Hong Kong, the Mainland and
internationally; and the challenges brought about by
COVID-19, along with the resilience of the profession in
the face of these challenges. A highlight of the evening
was the presentation of The Hong Kong Institute of
Chartered Secretaries Prize (HKICS Prize) 2020. The
celebrations ended with the awards for the Face
Mask Design Competition and A Work-Hard Play-Hard
Governance Professional photo competition.

Institute Chief Executive Ellie Pang provided the welcoming
remarks and the distinguished Guest of Honour Mrs Laura
Cha GBM GBS JP, Chairman of Hong Kong Exchanges and
Clearing Ltd highlighted the importance played by the
governance professional in her keynote speech. Institute
President Gillian Meller FCG FCS delivered the President’s
speech, discussing the Institute’s major achievements
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HKICS Prize 2020

Torch project of The Hong Kong Institute of Chartered
Secretaries Foundation Ltd (HKICS Foundation). She has
also judged the Institute’s Corporate Governance Paper
Competition, and participated at the Institute’s Governance
Professionals Career Day, sharing her insights with our
younger members as part of her passion to contribute
to our future generation. Institute President Gillian
Meller FCG FCS announced, and Ms Edith Shih FCG(CS,
CGP) FCS(CS, CGP)(PE), CGI Immediate Past International
President and Institute Past President, presented the Award
to Ms Chung at the Online Annual Celebration 2021.

Face Mask Design Competition

A Work-Hard Play-Hard Governance Professional
photo competition

The Hong Kong Institute of Chartered Secretaries Prize
(HKICS Prize) celebrates the achievements of champions
of the governance profession. The HKICS Prize 2020
was awarded to the Ms Ada Chung JP FCG FCS, Privacy
Commissioner for Personal Data. Ms Chung has been
a Fellow of the Institute since 2008 and she is also a
long-standing supporter of the Institute. She has spoken
at our Annual Corporate and Regulatory Update events
and has been our Guest of Honour at many important
occasions, including more recently at the Passing the

The Institute’s Face Mask Becomes a Fashion Statement
design competition was judged by a panel who selected
the five finalists on 18 January 2021, using the criteria
of creativity, aesthetic quality, craftsmanship and
environmental friendliness. The finalists showcased their
ideas on stage at the Institute’s Online Annual Celebration
2021, where the judging panel and participants voted for
the winners of the Face Mask Design Competition and the
Audience’s Favourite Mask, respectively.

The Institute’s photo competition, entitled A Work-Hard
Play-Hard Governance Professional, showcased how the
governance professional lives life to the fullest. Prizes were
awarded to the three finalists selected by the judging panel,
who comprised Michael Kistler (Chair), Institute Past President
Neil McNamara FCG FCS, and Institute Council member and
Professional Development Committee Chairman Loretta Chan
FCG FCS. The photo on the Institute’s Instagram page with
the highest number of likes received the Most Popular Photo
award. Prizes were presented at the Institute’s Online Annual
Celebration 2021.

The Institute would like to express its gratitude to the
members of the judging panel: Anthony Rogers FCG FCS
(Chair), Institute Vice-President and Council member
Ernest Lee FCG FCS and Institute Council member Stella
Lo FCG FCS(PE), as well as to all participants at the event.

The Institute would like to express its gratitude to the Guest
of Honour, as well as to Institute President, Vice-President,
Council members, members, graduates, students and friends who
attended the Annual Celebration, and to Institute Chief Executive
Ellie Pang and everyone who helped organise the event.
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