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About the International Finance Corporation
International Finance Corporation (IFC) promotes sustainable private sector investment in
developing countries. IFC is a member of the World Bank Group and shares its primary
objective: to improve the quality of the lives of people in its developing member countries
by financing private sector projects located in the developing world; helping private
companies in the developing world mobilize financing in international financial markets;
and providing technical assistance and advisory services to businesses and governments.
Corporate governance is a priority for IFC because it adds value to clients, and presents
opportunities for the institution to manage its investment and reduce its reputational risks.
Working to improve corporate governance contributes more broadly to IFC's mission to
promote sustainable private sector investment in developing countries.
IFC provides leadership in promoting good corporate governance practices in developing
and emerging markets. IFC’s Corporate Governance Department, as well as the Private
Enterprise Partnership for the Middle East and North Africa (PEP-MENA) and its Corporate
Governance Program, are now jointly supporting corporate governance reforms in the
MENA region that includes Pakistan.
More information of the IFC’s Corporate Governance Department and its PEP-MENA
Corporate Governance Program are available online under:
www.ifc.org/corporategovernance or
http://www.ifc.org/ifcext/mena.nsf/Content/CorporateGovernance.
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Important Notice
This Corporate Governance Review (“Review”) may not be distributed, reproduced, or used
without the express consent of IFC or for any other purpose other than the analysis by the
person to whom this Review has been delivered electronically or by physical means. IFC
shall not be liable for any breach of confidentiality that shall occur as a result of any
unauthorized dissemination.
While the information provided herein is believed to be accurate and reliable, IFC makes no
representations or warranties, express or implied, as to the accuracy and completeness of
such information. Nothing contained within this Review is, or should be relied upon as, a
promise or representation as to the future.
Although this Review aims to be as comprehensive as possible in the breadth of its analysis,
it is essential to recognize important limitations. First, IFC is not a Pakistani legal or
accounting, audit and internal controls expert. In consequence, this Review should not be
relied upon as professional advice on legal or accounting, audit or internal controls matters.
Asasah (“Asasah” or the “Institution”) should rely on its own advisors for such advice.
Time and budget limitations did not permit our analysis to be based upon actual
observation of the Foundation’s governance in practice over a period of time. We have
instead relied upon interviews with key participants. Please refer to “Annex 1: Meeting
Schedule with Asasah Directors and Senior Officers”. For example, our understanding of
how the board functions in practice was based on our conversations with Board members
and key Executive Officers, rather than from sitting in on a series of Board meetings.
Similarly, our understanding of the audit and risk management processes was based upon
conversations with key people in this process, rather than a thorough direct examination.
Finally, this Review is not meant to be an endorsement by IFC of Asasah’s governance
framework, policies, or practices. The aim is not to determine whether Asasah meets a
prescribed standard, but rather to make informed recommendations about how the
company can ultimately achieve acceptable and eventually internationally recognized
standards of corporate governance, and to continue on a sustainable path of governance
improvement.
The Review is based on information received and collected as of June 2010.
All enquiries should be directed to:
Khawar S. Ansari
IFC
Pakistan
kansari@ifc.org
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Mohsin Ali Chaudhry
IFC
Pakistan
mchaudhry1@ifc.org

Mahwesh Bilal Khan
IFC
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Summary:
Asasah is a Pakistani microfinance Institution founded in 2003. The Institution has been
established as a not-for-profit company, under Section 42 of the Companies Ordinance,
1984. Asasah offers financial services including loan products, savings, insurance and
leasing. The Institution plans to launch an Islamic microfinance branch and in the long run
transform into a microfinance bank. Asasah has 30,000 active clients and 98% of the funding
is commercial.
Asasah needs to make several changes to its corporate governance (CG) framework.
Recommendations are provided in this Review to help Asasah demonstrate commitment to
good CG practices, improve board effectiveness, improve management control, encourage
transparency, and improve disclosures and donor relations.
Section B discusses recommendations to demonstrate the Institution’s commitment to
improving its CG practices. These include developing a Board Charter, Charter for the
Company Secretary, CG Code, and Code of Ethics. See Section B for full discussion around
these recommendations.
Asasah’s current Board needs to enhance its stewardship of Asasah. Asasah should add new
independent directors to the Board to enhance skill sets and improve overall engagement.
In addition, Asasah should modify its Board structure by changing the composition of the
Audit Committee and installing HR/Corporate Governance and Risk Policy Committees to
improve its depth of focus. It should also revise its working procedures to improve
functioning and effectiveness—several of which are recommended in this Review. Refer to
Section C for all recommendations in this regard.
The Jaffery Family’s continued commitment to improving CG of the Institution is critical to
its long-term sustainability. Refer to Section C for recommendations in this regard.
At the management control level, Asasah should install a Risk Management Committee (of
the Management) to develop a risk framework for the Institution to manage risks. In
addition, Asasah should appoint a Chief Internal Auditor to succeed the ex-CIA who
resigned over differences with the Senior Management and the Board. It should also
develop and adopt a Policy on non-audit work for its external auditors to ensure their
independence. Refer to Section D for all recommendations in this regard.
Section E discusses recommendations to improve the Institution’s transparency and
disclosures practices (e.g., a Disclosure Policy, updating website, etc). See Section E for all
recommendations in this regard.
Section F discusses recommendations to improve the Institute’s Membership and Donor
Relations. Asasah can strengthen its relation with its donors by developing a Donor Policy.
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Asasah should also develop a Policy on Related Party Transactions to ensure transparency.
See Section F for all recommendations in this regard.
Pursuing these governance changes will benefit Asasah by enhancing confidence of donors,
lenders, business partners, and customers. The changes will also help improve structure,
control, and efficiency in the Institution. Refer to Section G for potential benefits linked to
these changes.
In total, there are 25 recommendations for improvement. The recommendations have
varying priorities. The last section provides guidance on the estimated priority and level of
difficulty for making these changes. There is also a Gantt chart with a proposed sequence
and schedule of changes. Not all of these changes need to be put in place immediately.
Therefore, based on this input and given the large number of changes to make, Asasah will
want to carefully consider which items to pursue in the near-term and medium-term. Once
the changes are agreed by the Board and the Key Executives, Asasah should establish a
formal team to set the final priorities and timeline, oversee the changes, and report status to
the Board and Management Steering Committee on a routine basis.

B. Commitment to Corporate Governance

Priority

Summary of recommendations

Develop a Board Charter

B2

Develop a Charter for the Company Secretary

High

B3

Develop a Corporate Governance Code

Medium

B4

Train Directors on Corporate Governance

Medium

B5

Develop a Code of Ethics

Medium

C. Board Effectiveness
C1
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Clarify Board Roles and Responsibilities

High

Priority

B1

High
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Define Director Terms of Reference

High

C3

Change the Board Composition

High

C4

Change Audit Committee Composition

High

C5

Create HR & Corporate Governance Committee of the Board

High

C6

Establish a Risk Policy Committee (of the Board)

Med/Low

C7

Create Other Board Working Groups (as needed)

Med/Low

C8

Improve Board Working Procedures

High

C9

Develop Senior Management Succession Plans

Medium

C10

Develop a Board Evaluation Process

Med/Low

C11

Define the Jaffery Family’s Role in Asasah

Medium

D. Management Control Environment

Priority

C2

Establish a Risk Management Committee (of the Management)

D2

Appoint the Chief Internal Auditor (CIA)

High

D3

Develop a Policy on non-audit work for external auditors

Medium

E. Transparency and Disclosure
E1

Develop a Disclosure Policy

E2

Improve the Quality of CG-related Information in Annual Reports
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Priority
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Medium
Medium
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Update its Website

F. Membership and Donor Relations

Low

Priority

E3

F1

Develop the Institute’s Membership Rules

F2

Develop a Policy on Donor Relations

High

F3

Develop a Related Party Transactions Policy

High
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A.

Introduction:

A1.

Project Purpose and Approach:
Asasah engaged IFC to conduct a corporate governance (CG) review. Asasah and
Plan International have demonstrated strong commitment to CG by commissioning
this Review. The purpose was to assess Asasah’s current CG framework and provide
recommendations for improvement.

•

Recommendations are divided into the following categories

Section B.
Commitment to
Good
Corporate
Governance

Section C.
Board
Effectiveness

Section D.
Management
Control
Environment

Section E.
Transparency
and Disclosure

Section F.
Membership &
Donor
Relations

•

The larger goal was to define standard governance structures and processes that
could be implemented at Asasah.

•

By pursuing these improvements, Asasah ultimately hopes to bring its CG
framework up to international best practice standards. The analysis and
recommendations provided in this report are based on IFC’s Corporate Governance
Methodology.

•

The IFC Team conducted interviews with numerous individuals, including board
members and various executives (see Annex 1). In addition, the IFC Team collected
and analyzed key company documents. Based on this input, the IFC Team assessed
Asasah’s current corporate governance framework, identified gaps and weaknesses,
defined recommendations for improvement, and developed a plan for
implementation.
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•

Sections B, C, D, E and F, describe specific recommendations for improvement;
Section G proposes an implementation plan.

Why is Corporate Governance Important?
Corporate governance is defined as the structures and processes for the direction and control of
corporations. Corporate governance specifies the rights and responsibilities among the main
participants in the corporation—including shareholders, directors, and managers—and spells out
the rules and procedures for making decisions on corporate affairs.
A company committed to good corporate governance has a solid control environment, high levels
of transparency and disclosure, an empowered board of directors, and well-defined shareholders’
rights. The interests of the company and those of all shareholders are considered to be the same.
Corporate governance generally matters to companies as it can improve access to capital, help
achieve premium valuations and lead to financing on improved terms. Corporate governance can
improve corporate performance by producing: (i) superior leadership, oversight, and strategic
direction; (ii) efficient information flows and work processes; and (iii) better compliance,
accountability, and less conflict. Corporate governance can make—or break--reputations by
creating confidence, establishing goodwill and building or restoring trust among stakeholders.
For MFIs transforming into for-profit regulated banks, good CG practices ensure that the mission
drift is avoided with the board providing guidance in setting the corporate strategy, the conflicts
arising out of various transactions between the parent institution and the newly set-up bank are
managed effectively, and robust board and committee structures are established over time.
Published in 2010, IFC Corporate Governance Success Stories, one of the first reports of its kind
in the MENA region highlights the measures taken by 11 companies to improve board
effectiveness, management control, and other corporate governance practices. Several companies,
such as Bank Audi, Kashf and Microfund for Women, also said good corporate governance helped
them manage the impact of the recent global financial crisis.
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A2.

Institution Background:
•

Asasah was established in December 2003 as a specialized microfinance institution.
It is a not-for-profit company registered and licensed under Section 42 of the
Companies Ordinance, 1984.

•

At present, Asasah has 30,000 active clients and 98% of the funding is commercial.

•

Asasah has strategic relationships with Deutsche Bank, First Elite Capital Modarba,
Orix Leasing Pakistan Limited, Kiva, PPAF, Grameen Trust Bangladesh, and Shore
Bank International.

•

Asasah operates through 31 branches spread over 11 districts in Punjab. It caters to
poor households with women being the main target market. Asasah’s total asset
base stood at US$ 697,745,7 as of 2009.

•

Asasah offers financial services including loan products, savings, insurance and
leasing.

•

Going forward, Asasah plans to launch an Islamic microfinance branch and in the
long run transform into a microfinance bank.

•

Most of Asasah’s Management have been associated with the Institution since
inception.

•

The Board and Management are committed to long-term financial sustainability of
Asasah and recognize the need for a strong corporate infrastructure, including a
sound framework for corporate governance.

Page | 11

CONFIDENTIAL

A CORPORATE GOVERNANCE REVIEW FOR ASASAH

B. Recommendations: Commitment to Good Corporate Governance
This section describes recommendations to strengthen Asasah’s Commitment to Good
Corporate Governance, followed by our analysis.

B. Commitment to Corporate Governance

Priority

Asasah Recommendations

B1

Develop a Board Charter

B2

Develop a Charter for the Company Secretary

High

B3

Develop a Corporate Governance Code

Medium

B4

Train Directors on Corporate Governance

Medium

B5

Develop a Code of Ethics

Medium
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Asasah has been improving its corporate
governance practices since its inception in
2003. These reforms have largely centered
on improving the Board’s oversight of
Asasah’s operations. As a result, the Board
opened its membership to Non-executives.
Currently, the Board has a Non-Executive
Chairperson along with four other NonExecutives.
Although the donors have played a
significant role in the continuing change
process at Asasah, these improvements
ultimately represent the Institution’s
commitment to good corporate governance
practices.

Corporate governance is vital to the interests of
every economy, and government has a role to
play in establishing the framework for reform—
however, it is a company that has the tough job
of putting corporate governance reform into
practice. Indeed, corporate governance reforms
are often introduced superficially and used as a
public relations exercise rather than as a tool to
introduce the structures and processes that
enable the company to improve the effectiveness
of its management, to gain the trust of its
shareholders, to reduce vulnerability to
financial crises, and to increase the company’s
ability to access capital. Introducing internal
structures and processes built on the principles
of fairness, transparency, accountability and
responsibility is a difficult task that requires an
ongoing commitment by the company.

However, the CG reforms that have taken
place in Asasah are at best “first steps”
toward becoming a well-governed
microfinance institution (MFI). The success
of this Review relies heavily on implementing a full range of CG reforms in key governance
areas. This entire process is to be led by the Board.
B1.
Asasah’s Board should adopt a charter to formalize its role. Please refer to “Annex
2: Sample Board Charter”. A board of directors is central to ensuring an effective
governance framework for a company. The Board’s responsibility is to exercise sound
judgment and reasonable care in overseeing the management and providing strategic
leadership. In addition each board member owes a fiduciary duty (duty of loyalty) to the
company it directs. A first step in holding a board accountable and facilitating board
oversight is to develop a board charter.

Some members mentioned that there was a lack of clarity as to the full range of roles and
responsibilities that the Board should be undertaking; while others were aware of the need
for a more active board. Clearly defining roles and responsibilities will help ensure that the
Board addresses all areas that it is charged with overseeing, and, executes a more balanced
program over the course of the year. The Board Charter should be used to help set the
Annual Board Plan to ensure that all areas of responsibility are worked into Board agendas
as appropriate. It will also provide clarity as to the role of the Board versus Management in
the Institution.
Asasah’s Articles of Association set out roles and functions of the Board. These regulations,
however, are not a substitute for a comprehensive, standard-setting board charter to
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improve the Board’s oversight and enhance its role as custodian of corporate governance of
Asasah. Through its charter, the Board can firmly establish its authority vis-à-vis the Senior
Management. It can in addition provide a performance benchmark for its members by
setting out the precise roles and responsibilities of the Board.
Key Board Roles (Documented in the Board Charter)
 Reviewing, approving, and monitoring Asasah’s long-term strategic objectives and business plans of
Management.
 Monitoring the overall performance of the Company and Management’s progress towards its strategic
objectives.
 Assessing the major risks facing Asasah and the steps taken by Management to monitor and control such
risks.
 Reviewing and approving major business transactions, including significant capital allocations and
expenditures.
 Selecting and recommending Director Nominees.
 Selecting, developing, and evaluating potential candidates for executive officer positions (when
necessary) and overseeing the development of executive officer succession plans.
 Overseeing the integrity of the financial statements, the compliance with legal and regulatory
requirements, the performance, qualifications, and independence of the external auditor, and the
performance of the internal audit function.
 Assessing the adequacy of and compliance with Asasah’s Code of Conduct to promote compliance with
applicable laws and regulations.
 Evaluating the overall performance and effectiveness of the Board and deciding on matters of corporate
governance.
 Keeping a check on the expansion plans for Asasah and ensuring that the pace is appropriate for the
Company.
 Reviewing financing needs for the company and approving significant financing transactions.

B2.
Asasah should develop a charter describing the precise roles and responsibilities
of the Company Secretary. Please refer to “Annex 3: Sample Charter of Secretary of the
Board”.

Benchmark Comparison: Board Secretary
Best practice is to have a company secretary that can help professionalize the work of the board and
improve corporate governance practices. Ideally, the Corporate Secretary has a legal background,
understands corporate and securities law, has sufficient business knowledge to understand the
company's business, and has strong interpersonal skills that allow him/her to help the Chairperson
steer boards. The Company Secretary should not be a board member. In smaller companies, a
part-time Corporate Secretary is common. In the MENA region, about 89% of companies stated that
they have a Corporate Secretary and about 38% are part-time.1
1IFC/Hawkamah MENA CG Survey, 2008
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The major areas of responsibility for a company secretary are to:
•
•
•
•
•
•
•

Ensure corporate governance is documented, communicated and followed in
practice.
Support the Board by organizing Board meetings, channeling information to
and from the Board and advising on corporate governance.
Act as a trusted advisor to the Board and the Chairperson.
Advise the Directors on their responsibilities.
Provide professional and administrative support to the annual general
meeting.
Advise the Board and Senor Management on legal, regulatory and corporate
governance matters.
Assist in establishing and maintaining clear communication between the
various governing bodies of Asasah.

Over all, the job of the company secretary requires vigilance, time commitment, and
willingness to work under pressure in particular when a board meeting is approaching.
Asasah’s Manager, Finance & Accounts, Bazghaa Masood, has been serving as the Company
Secretary since her predecessor to this position resigned six months back. She also acts as
the Secretary to the Board’s Audit Committee. The Company Secretary should be provided
with training on the ‘Role and Responsibilities of Company Secretary’, as well as on
regulatory requirements for Asasah. Having a full-time company secretary is a good
corporate governance practice. However, as long as Asasah continues to have a part-time
Secretary, the Board should ensure that the incumbent is able to commit time for the
efficient discharge of her secretarial duties.
B3.
Asasah should develop its CG Code. Please refer to “Annex 4: Sample Corporate
Governance Code”. Well-governed companies document CG practices and procedures in a
comprehensive code. This sets out (a) guiding principles for CG practices and procedures;
(b) a coherent view of the overall CG regime; and (c) a CG regime of the company open to
outside stakeholders including donors.
B4.
We recommend that Asasah improve the CG skills of directors through formal
training and knowledge sharing among board members. An important skill for a board
member is to have adequate knowledge of key CG concepts and practices and a full
understanding of his role and responsibilities. Every board should be trained in CG to
enhance the board’s role in overseeing management and providing strategic leadership to
the company. We, therefore, recommend that Asasah ensures that the CG skills of directors
are improved through formal training and knowledge sharing among board members.
Pakistan Institute of Corporate Governance (PICG) is a leading CG institute providing
training to board members and senior managers. Please go to www.picg.org.pk for more
details on PICG’s training courses and services they offer to provide.
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B5.
Asasah should develop its code of ethics for the institution. Please refer to “Annex
5: Sample Code of Ethics”. An institution’s reputation is its most valuable asset. Every
company should endeavor to inculcate values of integrity, fairness, responsibility, and
accountability as part of its overall governance practices. Not-for-profit entities need to
establish relationships of trust and integrity with donors and stakeholders. Employees,
managers, and board members are collectively and individually responsible for ensuring
high ethical standards throughout the institution.
Asasah has developed an Employee Hand Book, which, among other things, sets out ethical
values of the Institution and how employees should align their activities with those values.
Although limited in its scope (not applicable to Senior Managers and the Board), this is a
good start, and demonstrates its commitment to being an ethical organization. However,
Asasah can benefit more from a stand-alone code of ethics that sets out the Institution’s
ethical values vis-à-vis various stakeholders to guide its members, directors, senior
managers, and employees in maintaining a high level of ethical behavior.
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C. Recommendations: Board Effectiveness
This section describes recommendations to strengthen Asasah’s Board Effectiveness,
followed by our analysis.

C. Board Effectiveness

Priority

Asasah Recommendations

C1

Clarify Board Roles and Responsibilities

C2

Define Director Terms of Reference

High

C3

Change the Board Composition

High

C4

Change Audit Committee Composition

High

C5

Create HR & Corporate Governance Committee of the Board

High

C6

Establish a Risk Policy Committee (of the Board)

Med/Low

C7

Create Other Board Working Groups (as needed)

Med/Low

C8

Improve Board Working Procedures

High

C9

Develop Senior Management Succession Plans

Medium

C10

Develop a Board Evaluation Process

Med/Low

C11

Define the Jaffery Family’s Role in Asasah

Medium
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Asasah’s Board of Directors currently has six
members consisting of five Non Executives
and one Executive (CEO). Two Board
Members are from the Jaffery family (see
more discussion on this at page 30 below).
There is separation between the Chairperson
(non executive) and the CEO, which is a
good CG practice.
Three non executive board members have
been associated with Asasah or its CEO in
either a professional or personal capacity
over several years. As such, they could not
be technically considered ‘independent’
given their long time association (more than
5 years).

An effective, professional, and independent
board of directors is essential for good corporate
governance. The board acts in the best interest
of the company and its shareholders. It approves
the strategy of the company, oversees
management and the company’s financial
operations, and protects shareholder rights.
While the board cannot substitute for talented
professional managers, or change the economic
environment in which a company operates, it
can influence the performance of the company
through its strategic oversight and control over
management. Board activities may go entirely
unnoticed when an economy is strong, share
prices are rising, and everything appears to be
going well. However, in a downturn, as we are
witnessing these days, the board becomes the
centre of attention and its importance becomes
clear.

Currently, the Audit Committee is the only
formal Committee of the Board. Two out of
three members of this Committee are not
directors. Good governance practice
recommends that board committees should
comprise entirely of board members.
External advisors can be invited, from time to time, to assist the committees. However, they
cannot be full time members of board committees (see detailed discussion below). The
Board meets four times a year on average.
The current Board composition and the skill mix are as follows:
Name

Executive/NonExecutive

Representing

Mrs. Nasim Sherin

Non-Executive

Acts as the
Chairperson.
Independent.

Mrs. Tabinda
Alkanz Jaffery

Executive

A member of the
Finance and
Jaffery family. She has Microfinance
also been acting as
Asasah’s CEO since its
inception.
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Mr. Babar Aziz

Non-Executive

Originally joined the
Board as a nominee
director of a donor.
Has known the CEO
for about 4 years

Finance &
Development Sector

Mr. Iftikhar
Qureshi

Non-Executive

Works as a consultant
Management
for Asasah. Used to be Consultancy
a full time employee.
Over all, he has been
associated with Asasah
and its CEO for over 5
years

Mr. Anwar Rashid

Non-Executive

Independent

Microfinance &
Development Sector

Mrs. Ambreen
Imran

Non-Executive

A member of the
Jaffery family.

Entrepreneur
Development

The following recommendations are aimed at putting in place a more active, engaged board
to provide proper oversight and stewardship to Asasah.
CI.
Clarify Board Roles & Responsibilities: Asasah should clearly delineate the
oversight and decision-making roles of the Board versus Senior Management (i.e., this
term refers collectively to the senior executives of the Institution).
•

Generally speaking, Management (not the Board) is responsible for running the
Institution on a day-to-day basis. This includes all types of routine business
decisions, except those which are highly material or extraordinary in nature (e.g.,
projects above a defined threshold or other major capital allocations).

•

The Board should be kept abreast of all facets of management activity (not just
financial) at an oversight level (see later discussion on Board Working Procedures
and setting an annual board work plan). Using the roles and responsibilities
detailed in the Board Charter, the Board should ensure it is clear on how it will fulfill
each of those roles versus Management.

•

Further, an Authority Matrix (discussed later) should be developed and approved to
explicitly define the authorities/decisions granted to each body.

C2.
Asasah should formally document the specific terms of reference (TORs) for its
individual Directors. While the Board Charter described in B1 will formally define the
roles and responsibilities for the Board as a group, Director TORs will define the
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requirements for individual Directors. This will help ensure that each Director is clear on
his/her expectations to serve as an Asasah Board member and will serve as the basis for the
annual board evaluation. The TORs should include, at a minimum, the following terms in
the box below; other terms can be added as needed.
Key Attributes of a Director TOR:
 The Director shall fully understand the Board’s roles and responsibilities as identified in the
Board Charter and help ensure that the Board is discharging those roles and responsibilities to
the best extent possible.
 The Director shall fully understand the corporate governance and conduct policies of Asasah
described in the Codes of Corporate Governance and Conduct and help ensure the Board is
acting in accordance with those policies at all times and actively promoting them through the
organization.
 The Director shall exercise fully duty of loyalty to Asasah (e.g., Conducting transactions in
which they have a personal interest; Disclosing confidential information; Entering into
contractual relations with a competing company, Using assets and facilities of the Company
for personal benefit/gain; Using information and business opportunities received in their
official capacity for personal gain).
 The Director shall exercise full duty of care to Asasah (e.g., Acting honestly in the interests of
the Company; Displaying maximum care and prudence that may be expected from a good
manager in a similar situation and under similar circumstances; Ensuring that the Company
acts in compliance with all applicable laws and regulations; Requesting sufficient information
from management to enable him/her to make balanced decisions).
 The Director shall commit adequate time to the position, including the time to attend Board
and Committee meetings, time to prepare him/herself for meetings, and time to stay
adequately abreast of Company developments.
 The Director shall ensure maximum contribution of his/her knowledge, skills, expertise,
abilities, and professional resources as an individual to ensure the Board is maximizing its
capacity and attaining full utilization of its members.
 The Director shall fully participate in Board discussions by ensuring that he/she gives full
consideration and depth of analysis to issues discussed at meetings and that he/she always
feels open to express his/her opinions and points of view on given matters, whenever
appropriate.
 The Director shall ensure objectivity of analysis to ensure that his/her points of view are not
unduly swayed by the Chairperson, Committee heads, or other members and instead are
based on facts and objective consideration of all matters.
 The Director shall ensure that he/she takes individual responsibility to stay educated and
informed on any subjects, topics, or matters related to the Company or industry in general.
 The Director shall voice concern to the Chairperson or other members as appropriate, if
he/she feels that any of the terms discussed in these TORs are not being realized or have been
compromised for any reason.

These TORs have been added as part of the Board Charter for Asasah (Please refer to
“Annex 2: Sample Charter of the Board”). They should be clearly communicated to all
existing and potential Board Directors prior to selection to ensure they fully understand the
expectations and commitment required to serve on Asasah’s Board. This will also form the
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basis for a routine Board Evaluation (discussed later) which will help the company address
any performance or commitment issues.
C3.
The Board can enhance its role in the stewardship and oversight of the Institution.
The Directors should be playing a more engaged role and, consequently, some of the six
Board seats are effectively being underutilized. Thus, the following changes are
recommended to strengthen the Board’s effectiveness.
Board Size: For Asasah’s complexity and size, a Board size of seven to nine members is
appropriate, and in line with typical practices, both international and regional.
Board Composition: We recommend that Asasah revise its Board composition to include:
•
•
•

One Executive and six to eight Non-Executives.
Non-Executives that are engaged and can fully commit to their role described earlier
(see below which skills the Board needs to acquire by having these Non-Executives).
One additional Independent Director (according to international standards) in the
near-term; one more Independent Director in the longer-term (such that at least onethird are independent ultimately). Please refer to “Annex 6: IFC Independent
Director Definition”.

Total Size

Executives

Non-Executives

Independent

Current

6 members

1 member

5 members

2 members

Recommended

7-9 members

1 member

6 to 8 members

3 members (LT: 4)

Key Benefits of an Independent Director:
Regardless of the official definition, the key is to have an independent-minded person to help
ensure the following:
 Helps ensure that situations are assessed openly and objectively, bringing an
unbiased view to board deliberations.
 Ability to act in the best interest of all shareholders (and not just the one it might
represent).
 Helps ensure the long-term interests of the company are being considered (and not
being influenced by the potential near-term strategy of one or two particular
shareholders).
 Helps guarantee a professional member with the right qualifications, skill sets, and
commitment is appointed.
 Provides assurance to minority shareholders that their views are being represented
(and the directors are not just representatives of major stakeholders).
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Board Skills: When identifying new members, it is important to ensure the individuals are
not only independent, but also possess relevant skills to complement Asasah’s Board. Such
as the following:
•

•

•
•

Finance expertise – Recruit Member(s) with strong finance and accounting expertise
to adequately scrutinize the financial statements, oversee the work of the external
and internal auditors, and help ensure Asasah has a strong framework for internal
controls. Members with accounting and finance background can then be designated
members of the Audit Committee.
Banking Experience – Recruit Member(s) that possesses commercial banking
experience. An individual with banking expertise can enhance the Board’s role in
overseeing Asasah’s lending policies and procedures, and, in helping the Board take
the lead role in ensuring full compliance by Asasah with existing laws and policies
governing microfinance institutions in Pakistan.
Donor Networking– Recruit member(s) that possesses expertise and/or business
relationships with existing or potential donors.
These attributes should be used as the basis for selection of new independent
members, in addition to selecting the appointments of other non-executives. The
attributes listed above are not mutually exclusive; one individual may possess
multiple attributes. And it may not always be possible to find individuals which
meet the criteria above. However, collectively, the Board should feel confident that
it has adequate representation of the above skill sets.

Board Terms: Asasah elects Board Members for three-year tenure, as per its Articles of
Association. This is a good CG practice and is in line with the Pakistan CG Code. Upon
completion of his current term, each Member’s past performance should be evaluated before
extending his tenure. Additionally, the board may wish to define maximum terms (e.g. nine
years) to ensure there are fresh perspectives entering the Board. Board evaluations,
discussed later, should also be a key factor of the nomination decision.
Board Remuneration/Reimbursement: Given its not-for-profit status, Asasah is prohibited
from remunerating its Non-Executive Directors. Non-executives of the Board are essentially
a group of volunteers dedicated to the cause of helping the poor through microfinance
services. Their mission orientation is a valuable asset for Asasah. However, Asasah may
consider non-cash incentives for Board Members to continue to contribute to Asasah’s
mission. For example, Asasah may consider launching non-cash, performance awards for
outstanding Directors. Currently, Asasah reimburses the Board members for expenses
incurred to attend meetings. A policy regarding these reimbursements needs to be
formulated and communicated.
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Proposed Board
Structure

Asasah Board
7 to 9 Members
2 Independent Members
1 Executive (CEO)
Meets approx. 4-6 times/year

Audit
Committee
3 Members
2 Independent
Financial Expertise
Chaired by
Independent
Meets at least
quarterly

Key Roles
Oversight of Audit.
Financials,
Reporting, Risk,
Compliance,
Internal Controls

HR &
Governance
Committee
3 Members
2 Independents
Meets as needed

Key Roles
CG, HR &
Personnel Policies
Oversight,
Succession
Planning, Director
Nominations,
Board Evaluation

Risk Policy
Committee
3 Members
Risk Mangement
Expertise

Working
Groups (as
needed)

Chaired by
Independent

2 Members (at
least)

Meets at least
quarterly

Relevant Expertise

2 Independent

Key Roles
Oversight of Risk,
Compliance,
Internal Controls,
Credit Decisions

Key Roles
Focus on
particular issues,
then disbanded

External
Audit
Internal
Audit
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C4.
Presently, Asasah’s Board has only one Committee. Asasah’s Board needs to
reconstitute this Committee and ensure that it is a Board Committee consisting of Board
Directors. External members may be treated as advisors to the Audit Committee. Please
refer to “Annex 7: Sample Charter of the Audit Committee”.
The Audit Committee should be proactively overseeing the work of the CIA and the
Internal Audit Department to ensure that internal control lapses and recommendations for
their improvement are regularly reported to the Board.
The Board—acting through its Audit Committee—is ultimately responsible for ensuring the
robustness of internal controls within Asasah. The Board and the Senior Management are
responsible for setting the tone for a robust internal control environment as a governance
priority for the Institution. During our interviews, we were advised of the case of fraud
committed at two branches located in the South Punjab region of Asasah’s operations. This
should serve to alert the Audit Committee to continuously oversee the corrective measures
put in place by the management to avoid such cases of misappropriation in future.
The purpose of this Committee is to assist the Board in effectively performing its duties of
overseeing financial reporting, internal control, risk management, and internal and external
audit. The Committee should have strong financial and accounting expertise to be able to
properly scrutinize and oversee the work of the external and internal auditors. The
Committee should report to the full Board on a routine basis. Key attributes and functions
include:
•
•
•
•
•
•
•

•

Comprises three non-executive members, ultimately with a majority of independent
directors (including the chair of the Committee).
Includes an additional member with strong financial/accounting expertise.
Oversees and monitors the presentation of financial statements and other nonfinancial disclosures.
Oversees the work of the External and Internal Auditors.
Oversees the Institution’s frameworks for risk management and internal control.
Oversees proper compliance with applicable external laws and regulations binding
the Institution.
Oversees internal compliance with the Code of Conduct (including serving as the
point of contact for the anonymous ‘whistle blower’ process) and other key conductrelated policies such as conflict of interest, and related party transactions.
Oversees follow-up of management’s response to any audit findings (e.g. internal
control weaknesses).
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Benchmark Comparison: Board Committees
Best practice is to setup an appropriate number of board committees to help focus and provide
greater scrutiny on particular issues. The number and types of committees will vary by company,
but the most common is the Audit Committee, followed by the Nomination and Remuneration
Committees (may have other names). Best practice suggests that each of these committees be
entirely composed of independent directors (or at least a majority) and be chaired by an
independent director.
In the US, 100% of S&P 500 boards have an Audit Committee and a Remunerations Committee, and
98% have a Nominations Committee. Nearly all members of these committees are independent. 1
The UK Combined Code also requires boards to establish Audit, Nomination, and Remuneration
Committee (for smaller companies) with two independent, non-executive directors. In the MENA
region, about 75% of publicly listed companies have an Audit Committee, while only about 23%
and 29% have a Nominations and Remuneration Committee, respectively.2
1 Spencer Stuart Board Index, 2005
2 IFC/Hawkamah MENA CG Survey, 2008

The Audit Committee being the sole committee of the Board, it should have additional
responsibilities in key areas relating to HR, corporate governance, and risk oversight
function. Eventually, however, separate Board Committees should perform such functions
(see our recommendations C5 & C6 below relating to the establishment of HR & Corporate
Governance Committee and Risk Policy Committee of the Board).
C5.
Create HR & Corporate Governance Committee: Please refer to “Annex 8: Sample
Corporate Governance and Nominations Committee Charter”. This Committee would have
a variety of responsibilities for overseeing various HR issues at both the Board and
Management level – a key risk as Asasah continues to grow – and the various governance
changes it is planning to implement. There is a need for enhanced HR management
throughout the Institution (discussed later) and it is key, therefore, that there is board level
guidance, emphasis, and ‘push’ behind these changes. Additionally, the Committee would
encompass the spearheading of the director nomination process, revised director
remuneration policies, Senior Management succession processes, and other various
corporate governance changes throughout Asasah.
The Committee should report to the full Board on a routine basis. As part of the key
characteristics and functions, the Committee should:
•
•

Consist of three Non-Executives with a majority of Independent Directors (ideally,
including the Chair of the Committee).
Oversee Asasah’s corporate governance policies and compliance (e.g., per the Code
of Corporate Governance)
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•
•
•
•

Oversee Director nomination and remuneration policies and processes of the Board.
Oversee the selection, evaluation and succession processes for the CEO, CFO and
other Senior Management.
Oversee Asasah’s overall HR policies, including personnel, recruitment and
retention, training and career development.
Oversee the annual Board evaluation process.

C6.
Asasah should set up a Risk Policy Committee of the Board. Initially this role could
be performed by the Audit Committee of the Board. Overseeing risk policy is essential for a
microfinance institution because of the high risk profile associated with micro lending.
Therefore, the Board is responsible for ensuring the effectiveness of the risk management
framework of the Institution. This Committee should also be responsible for reviewing
major credit decisions. The Board can determine a certain minimum threshold for credit
decisions to be placed before this Committee for its review. Please refer to “Annex 9: Sample
Risk Policy Committee Charter”.
C7.
Create Other Board Working Groups (as needed): In addition to any standing
Committees of the Board, it is often useful to create temporary working groups as the need
arises. Such committees are formed when there is a requirement to analyze particular issues
on behalf of the Board. The advantage of this is to focus Board resources on particular
issues and work more efficiently as a group.
C8.
Asasah would benefit from improving key work procedures of its Board. Most of
the improvements below are easy to implement, but their influence on the efficiency and
effectiveness of Board meetings are long lasting.
Frequency of Meetings: The Board should target four to six formal, routine meetings per
year with 100% attendance; not including the separate meetings of the Board’s Committees
and working groups, if any. The Board Committees should additionally set regular
meetings to address roles and responsibilities within their purview, while the working
groups should meet as needed.
Formal Agenda: The Board should set a formal agenda for each meeting and distribute it to
all members at least five working days in advance. The agenda should be based on the
annual plan set for the Board to ensure that all necessary topics are covered during the
course of the year. Nevertheless, additional agenda items will need to be added depending
on issues that arise during the year.
Insightful Material in Advance: Any briefing material, including issue papers, decision
memos and management reports, should be distributed by the Chairperson or Corporate
Secretary at least two weeks in advance whenever possible. This will give the members
adequate time to review the material and prepare for the discussions. The material should
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be candid, insightful, timely, and succinct to allow members to quickly get to the root of key
issues and inform decisions.
Board Minutes: The Board should document formal minutes of each meeting, both of the
Board and the Board’s Committees. The Corporate Secretary shall have responsibility for
documenting the minutes and circulating to all members for approval within ten working
days of the meeting. The minutes should clearly capture the key takeaways of the
conversations held and explicitly document decisions taken or action items identified. This
will help ensure follow-up to major decisions/actions from the meeting.
Benchmark Comparison: Board Working Procedures
Following are considered best practices regarding work procedures.
Meeting Procedures:
• Formal agenda is set and distributed to the board at least five working days before
the meeting.
• Formal minutes are documented and distributed to members within five working
days after meeting for review. Minutes should clearly describe decisions taken and
actions agreed.
• As necessary, board briefing material (e.g., prior minutes, meeting agenda, issues
papers, summary of key performance areas, financial summaries, and drafts of
decisions to be made) should be prepared and distributed in advance of the
meeting (In MENA, 89% of public companies distribute briefing material at least 5
days in advance).
Board Work Plan:
The UK Combined Code has a formal schedule of matters specifically reserved for its decision. This
is based on best practice to set an annual work plan identifying topics to address during the year.
Meeting Frequency:
There is not exact benchmark for the number of meetings each Board should have. It is the Board’s
responsibility to ensure it meets frequently enough to adequately discharge its duties. International
best practice suggests that the board should meet no less than four times per year and typically
about 6 to 10 times per year (Banks typically meet more frequently than companies). In the MENA
region, 60% of public companies meet quarterly and about 35% meet more than quarterly.1
1 IFC/Hawkamah MENA CG Survey, 2008

Annual Work Plan: Each year the Board needs to set up an annual work plan. The work
plan should be drafted by the Chairperson and the Corporate Secretary, to be shared with
the Board for review and approval.
At the beginning of each fiscal year, the major topics that the Board wants to address should
be defined with approximate time allocated to each. The roles and responsibilities defined
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in the Board Charter should serve as an input to the work plan to ensure the Board is
covering all its duties accordingly and spending the appropriate time for each subject. This
will form the basis for setting meeting agendas (to be augmented with other timely issues as
needed). Examples of topics that the Board should include in its work plan are included in
the table below. It should be noted that, when dealing with relevant executive issues, the
responsible person from within the Institution could be invited if it is viewed that their
additional input is required. There will likely be other topics that the Board chooses to set
as part of its work plan and schedule accordingly. The agenda for each particular meeting
should also include other timely, pertinent issues that routinely come up during the course
of business (but the agenda should not be dominated by those issues).

Topic

Minimum
Frequency

Facilitated via
Committee

Setting the strategic plan and budget

Annually
(updated as
needed)

Possible Work
Group

Reviewing management performance against plan

Quarterly (plus
as needed)

Full Board

Monitoring expansion project performance

Quarterly (plus
as needed)

Full Board

Reviewing the financial statements

Quarterly (plus
as needed)

Audit Committee

Discussing risk management and control (and other
Internal Audit findings)

Quarterly (plus
as needed)

Audit Committee
(Risk Policy
Committee, once
established, to take
over risk
management
oversight function
from the Audit
Committee)

HR Improvements Updates

Quarterly (plus
as needed)

HR/CG Committee

IT Investments/Updates

Semi-Annually
(plus as needed)

Audit
Committee/Work
Group

Business Development/Marketing

Quarterly (plus
as needed)

Possible Work
Group
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Succession Planning

Annually

HR/CG Committee

Board Evaluation

Annually

HR/CG Committee

CEO Evaluation

Annually

HR/CG Committee

Corporate Governance Review

Annually

HR/CG Committee

C9.
The Asasah Board, led by the proposed HR and Corporate Governance
Committee, should develop succession plans for the CEO, CFO, CIA and other critical
Senior Management positions. Succession plans should be linked to the documented roles
and responsibilities required for each position, and should start by objectively identifying
the key knowledge, skills and abilities required for the position; i.e. a job description. Based
on this, the succession plan should identify:
•
•

Emergency plans for each position; i.e. if the individual was to leave unexpectedly,
how the job function would be performed in the near-term.
Potential candidates that fit the corresponding job descriptions over the long-term.

For any potential candidates identified, a professional development plan needs to be
defined to prepare the individual(s) for the job; i.e. training to be taken, cross-experience to
be achieved. This process should be lead by the HR and Corporate Governance Committee,
ensuring it is conducted in a formal, impartial manner. The Committee should make
recommendations to the full Board for their consideration.
CEO Succession: A priority area that Asasah needs to address for succession is the CEO
position. Indeed, Asasah has already been considering this issue and taken some steps to
address this. However, the Board should continually be involved with this process to
monitor progress and adjust as needed. Refining the Management Steering Committee will
also help in this regard by helping to share decision-making with this committee and
mitigate ‘key-person’ risk.
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Benchmark Comparison: Succession Planning
Best practice is for the Board to establish succession plans for key executives. This is both as a
contingency for the unexpected departure of a key executive and to professionally develop and
prepare future company leadership.
This is especially important for family-owned enterprise (FOE) where studies show that 95% of
family-owned firms do not survive past the third generation. Further, a study of inherited family
firms and management practices in the UK shows that while family ownership seems to improve a
company’s management practices, family management of family-owned firms often leads to
performance woes.1 In the MENA region where there is a large number of FOEs, only 29% report
having a succession plan in place.2
1Inherited Family Firms and Management Practices: The Case for Modernizing the UK’s Inheritance
Tax.” Centre for Economic Performance, London School of Economics.
2IFC/Hawkamah MENA CG Survey, 2008

C10. Board evaluation is central to its efficacy. The Board will benefit from conducting
formal reviews (evaluations) of its individual members. The focus of the evaluation
process should be on adding value by improving individual and collective performance. At
a minimum compliance with the duties of loyalty and care and areas of improvement and
enhanced efficiency for the Board overall should be evaluated by the HR and Governance
Committee on an annual basis.
Some areas that should be targeted during the evaluation process are: proper preparation
before Board and Committee meetings; regular presence at Board meetings; critical and
independent thinking; and analytical and other necessary skills. Please refer to “Annex 10:
Sample Board Evaluation Form”.
C11. Define the Jaffery Family’s Role at Asasah. Asasah’s founder members comprise
Professor Nawazish Aly Jaffery, Mrs. Tabinda Alkanz Jaffery, Mrs. Masuma Zareen Farooki,
and Mrs. Ambreen Imran—all belonging to the Jaffery Family. From a pilot project to
becoming a microfinance institution, the story of Asasah has been interwoven with that of
the Jaffery Family from the outset in 2003. Their vision and mission orientation are the
prime capital for Asasah.
The Jaffery Family has been represented at the Board and the Senior
Management/Management levels since Asash’s inception in 2003. Currently, the following
members of the Jaffery Family have roles at Asasah:
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Serial
No.
1.

Name

Role(s) in Asasah

Relationships

Mrs. Tabinda Jaffery

Board Member/CEO

2.

Mrs. Ambreen Imran

Board
Member/Consultant

The senior member of
Jaffery Family
CEO’s sister-in-law

3.

Mrs. Zareen Amir

Head, Microfinance
Program

CEO’s sister

The Jaffery Family’s dedication, focus and mission-oriented approach were essential
ingredients in establishing Asasah as a leading MFI targeting women. Now, however, as
Asasah expands its operations, employs more staff, and forms strategic alliances with
donors and other stakeholder, it is time for Asasah to strengthen its own brand as a leading
microfinance institution. It is time, in turn, for the Jaffery Family, in particular for the CEO,
to start thinking of how to (re)define the role of Jaffery Family at Asasah.
Implementing recommendations under this Section is therefore crucial for the Jaffery Family
to demonstrate its commitment to the long-term sustainability of the Institution. For
example, the Board’s Independence is likely going to limit the Jaffery Family’s role hence
enhance donors’ and other stakeholders’ confidence.
In addition, the Jaffery Family may also consider finding individuals (non-family) with
matching talent and passion to complement the Jaffery Family’s mission and vision by
becoming the Institution’s members.
Several advantages linked to an expanded membership regime will be: (a) fresh ideas by
new members on the Institution’s long-term sustainability and increase in the development
impact of its activities; (b) an egalitarian membership regime with people from outside the
Jaffery Family having equal stake in the Institution; (c) Donors, clients and other
stakeholders to view this transformation as a sign of organizational maturity hence increase
in their trust; and (d) “Bubble-up effect” where changes in membership structure are finally
reflected in the Board composition with more people having no family ties serving on the
Board.
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D. Recommendations: Management Control Environment
This section describes recommendations to strengthen Asasah’s Management Control
Environment, followed by our analysis.

D. Management Control Environment

Priority

Asasah Recommendations

D1

Establish a Risk Management Committee (of the Management)

D2

Appoint the Chief Internal Auditor (CIA)

High

D3

Develop a Policy on non-audit work for external auditors

Medium
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D1.
Asasah needs to continuously assess
and develop mitigation strategies for the
multiple risks it faces. It needs to develop a
robust risk management framework, as an
integral component of its internal controls, and
continuously manage business risks across the
entire organization. We, therefore,
recommend that it establish a Risk
Management Committee (of the
Management) to be tasked with
implementing the Institution’s policies and
procedures regarding risk management as
well as helping in transformation planning
and meeting compliance objectives for setting
up a microfinance bank. This Committee can
meet on a monthly basis, and should comprise
the CEO, CFO, CIA, and all Department
Heads.

To become a corporate governance leader, a
company must ensure that systems for
evaluating and managing risks are in place. It
must ensure it has in place a good quality
system of internal controls and internal
auditing that regularly interfaces with the
external auditors and is responsible to the board
and an independent Audit Committee. In
addition, management must be powerful
enough to do the job, but accountable enough to
make sure it is done correctly. The challenge is
to make sure that there a balance between the
two so that, overall, decisions made by
management are in the long-term interests of
the shareholder, rather than in the interests of a
particular senior manager.

Asasah faces many risks to its long-term success and financial sustainability. Some of these
risks are typical of those faced by microfinance institutions such as credit risk, lack of
financial collateral and market risk. Market risk, in particular has become elevated since
2007 due to political interference and food inflation. Activists, who take commission for
introducing new clients, have contributed to increasing the risk of lending for MFIs.
Asasah is heavily reliant on commercial sources of funds. These funds are expensive and
sometimes expose the Institution to foreign exchange risks. For example, high inflation rates
have increased the exchange risk of its dollar- denominated loan obtained from Deutsche
Bank. Going forward, Asasah needs to manage this risk more effectively.
Asasah also faces operational risks. For example, the Institution will temporarily be exposed
to a heightened IT risk during the launch and early stages of running a new MIS. Asasah
needs to mitigate this risk by developing relevant IT plans and policies to ensure integrity,
security and accuracy of information stored on its IT network and adequate staff training.
Lastly, Asasah is not covered by the provisions of Pakistan Microfinance Institutions
Ordinance 2002, therefore the Institution faces higher regulatory risk compared to regulated
microfinance banks.
D2.
Asasah should appoint a new Chief Internal Auditor (CIA) as soon as possible.
Particular care should be taken in candidate selection in line with carefully drafted roles and
responsibilities for this position. This is especially important given the misunderstanding
between the previous CIA and the Institution over the TORs for this position.
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Internal controls are procedures and practices aimed at ensuring efficiency, reliability of
financial reporting, risks mitigation, and compliance with laws and regulations. The
department within an organization responsible for measuring and evaluating the
effectiveness of these controls is the internal audit department, led by the head of internal
audit. Its key functions include ensuring the efficacy of management operations, the
integrity of financial and other data, safeguarding the assets of an organization against
misappropriation, fraud, etc, and ensuring compliance with laws. Given its mandate, the
“litmus test” for the effectiveness of the internal audit function is its ability to help
organizations implement and improve internal controls necessary for achieving goals and
objectives set by the management. To conduct independent appraisals, the audit
department has to be independent from the management. By clearly defining the audit
department’s roles and responsibilities, an organization can minimize the risk of
interference in the audit process. Internal auditors should be functionally reporting to the
board and its audit committee to ensure their independence from management.
Asasah has established an internal audit function. It has also developed an Internal Audit
Manual, setting out roles and responsibilities of the Audit Department of the Institution.
The Chief Internal Auditor (CIA) heads the Audit Department. CIA has access to and
functionally reports to the Board’s Audit Committee. All of the above are good CG
practices in this area.
D3.
Asasah has engaged Anjum Asim Shahid Rahman (Firm), a member of Grant
Thornton International Limited, as their external auditors. The Firm has been associated
with the Institution for four years, out of which the partner currently engaged, Faisal
Masood Khan, has been auditing the Institution for two years. It is a good CG practice to
change external auditors or simply rotate the engagement partner after a couple of years, to
ensure their independence. The Board may consider how many years should pass before
Asasah changes its external auditors.
A consultancy company, run by separate management, of the Firm, did non-audit work for
Asasah. For example, a study on the HR and staffing at Asasah that culminated into a Staff
Rationalization Report. As a rule, non-audit, consultancy work by external auditors presents
the potential for conflict of interest in cases where the same auditors have to review that
work in their auditing capacity. For preserving the impartiality of the auditing job it is
critical to agree on general principles for the scope of work to be assigned to external
auditors by Asasah. We, therefore, recommend that Asasah develop a Policy on non-audit
work by its external auditors.
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E. Recommendations: Transparency and Disclosure
This section describes recommendations to strengthen Asasah’s Transparency and
Disclosure, followed by our analysis.

E. Transparency and Disclosure

Priority

Asasah Recommendations

E1

Develop a Disclosure Policy

E2

Improve the Quality of CG-related Information in Annual Reports

Medium

E3

Update its Website

Low
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Appropriate information disclosure by a
A company should strive to pursue the highest
company promotes transparency and
standards of information disclosure to promote
increases stakeholders’ confidence. As a
full transparency of its company. Best practice
good CG practice, the disclosed information
should include both financial and nonin the area of transparency and disclosure
financial disclosures (e.g., board
should result in all shareowners and
composition, number of independent
stakeholders of the company being welldirectors, board’s meetings, and other CGinformed of the company’s performance, vision,
related practices and procedures).
and values.
Generally, a company should disclose (a)
financial and operating results; (b) company
objectives; (c) major share ownership and voting rights or, in case of a non-shareholding
company, members and their powers; and (d) information about board members’
qualifications, selection process, other company directorships and their independence.
Further, it is also important that a company use reliable accounting standards, such as IFRS,
in preparing its financials.
E1.
Asasah’s Board and the Senior Management have strongly expressed their
commitment to promoting a culture of transparency and fairness at the Institution. For a
donor-funded company, such as Asasah, such disclosures should be designed to provide a
mechanism to ensure that the donors are made aware of the company’s operations and
other significant events. Asasah can further strengthen its pledge to becoming a transparent
microfinance institution by developing a policy on information disclosure. Such document
should contain credible criteria for types of information to be disclosed, who and how often
to disclose such information, and to whom. We, therefore, recommend that Asasah
develop and implement a Disclosure Policy. In developing such policy, Asasah can
benchmark its own disclosure practices against best global practices. Please refer to “Annex
11: Sample Disclosure Policy”.
Being a transparent organization means ensuring that the stakeholders have access to
information, which is accurate, provided in a timely manner, and will allow such persons to
make informed decisions. The opposite of a disclosure-friendly company is a company that
prevents material, and often damaging, facts from surfacing to mislead stakeholders and
regulators. Such corporate behavior is costly. Together with other penalties, such
behavior—once discovered—can tarnish a company’s reputation beyond repair.
E2.
Asasah reports annually to its stakeholders. Asasah’s latest Annual Report, 20082009 provides information on the Board by giving a brief profile of each board member
including the Chairperson. These non-financial disclosures are in the spirit of disclosing
information comprehensively and not necessarily limited to providing financial data. This
is a good CG practice. However, to strengthen its CG-related information disclosures,
Asasah should provide information that is more actionable and penetrates through its
governance practices. For example, it would be a good CG-related information disclosure if
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the Annual Report included information on board’s independence (identifying members
perceived to be independent), frequency and duration of meetings held by the Board,
attendance at the board meetings, description of key board committees, etc.
Companies publish annual reports to disclose financial, operational, and other information
to their stakeholders. As such, this is the most valuable information tool for stakeholders
looking for material information about a company. Having detected an appetite among
stakeholders and investors for this kind of information, well-governed companies are
increasingly looking into the adequacy of non-financial disclosures made in various
corporate documents and finding ways to improve such disclosures. Over time, and with
more emphasis on good corporate governance practices, a modern report treats nonfinancial information including CG-related information in the same manner as financial
data.
E3.
Asasah launched its website, www.asasah.org, in 2004. While the website contains
information on its operations and other activities, it would be a good CG practice if the
website contained information on corporate governance of the Institution. The CG-related
information advised to be included in the Annual Report in paragraph E2 above can be
posted on the website as well. We, therefore, advise that Asasah update its website by
including information on its corporate governance practices and procedures.
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F. Recommendations: Membership & Donor Relations
This section describes recommendations to strengthen Asasah’s Membership and Donor
Relations, followed by our analysis.

F. Membership and Donor Relations

Priority

Asasah Recommendations

F1

Develop the Institute’s Membership Rules

F2

Develop a Policy on Donors’ Relations

High

F3

Develop a Related Party Transactions Policy

High

Page | 38

Medium

CONFIDENTIAL

A CORPORATE GOVERNANCE REVIEW FOR ASASAH

F1. Being a not-for-profit organization, Asasah
does not have shareholders. The Institution
was set up by the Jaffery Family as members to
the Institute. The Articles of the Institute lay
down the basic rights and responsibilities of its
members. Asasah should refine these rights.
We recommend that Asasah develop a formal
set of rules governing various aspects of the
Institute’s membership. These rules should set
out the precise criteria for, rights and
responsibilities of, and circumstances leading
to expulsion from the Institute’s membership.

The quality of shareholder and investor
protection will affect the depth of capital
markets, ownership patterns, and the efficiency
of allocating resources. Where laws and
corporate action are protective of shareholders
and well enforced, shareholders tend to be
willing to invest their capital and financial
markets tend to be broader and more valuable.
Also essential for protection of shareholder
rights is the company’s behavior towards its
shareholders.

In case it decides to expand membership,
Asasah can have certain rights vested exclusively with the Jaffery Family to minimize the
risk of mission drift (see more discussion on the Jaffery Family’s role under Section C of this
Review). As a result, Asasah can ensure that the Institution opens up the membership
regime without having to compromise on its founding ideals.
F2.
Microfinance institutions have traditionally relied on donor funds—which are
cheaper than commercial loans—to launch and support various programs and activities.
Asasah started its operations with and continues to rely on commercial lending as a primary
funding source. At the same time, it has several donors such as Pakistan Poverty
Alleviation Fund, Kiva, and Grameen Trust. In addition to these donors, Asasah has
entered into strategic partnerships with Save the Children (US) and Plan Pakistan for
various social sector initiatives and for its capacity building.
Donors and partners of NGOs lack traditional accountability mechanisms available to
shareholders of a typical shareholding company—who elect and remove board members,
appoint and remove external auditors, have access to company information, exercise certain
powers in annual general meetings, and so on. At the same time, it is critical for the
reputation of a grantee institution to share, with its donors, quality information about the
use of funds and report on progress made on programs launched by these funds. To bridge
the above information-gap, some donors insist on periodic sharing of relevant information
with them as part of contractual arrangements with the grantee institutions. Their
oversight of programs and activities launched by grantee institutions using their funds is,
therefore, limited.
To build genuine trust between the donors’ community and NGOs, it is critical that grantee
institutions recognize and protect the legitimate interests of their donors through various
participatory mechanisms. First, a more proactive approach needs to be taken by the
grantee institutions by interacting more closely with their donors. Second, organizations
should ensure that information—not necessarily that related to a particular donor-funded
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program—about their overall activities is shared periodically with their donors and strategic
partners. The information volunteered can then help donor organizations monitor progress
of various donor-funded programs; it can also help the donors prioritize their own use of
funds and other assistance that they are willing to provide in order to enhance their
development impact.
Third, being visible is another legitimate concern of the donor community. They want to be
associated with programs and projects being supported by them. NGOs should, therefore,
be forthcoming about their donors’ involvement and present them to their beneficiaries and
clients to ensure that the donors are duly recognized for their financial support and
technical assistance to these institutions.
Asasah reports regularly to its donors, which is a good CG practice. However, given the
delicate nature of and in order to ensure more collaborative and trust-enhancing relations
with its donors and other strategic partners, we recommend that Asasah develop a Policy
on Donor Relations. This policy should be built around the principle of accountability to
various donors and strategic partners and set out various mechanisms to enhance trust and
confidence between Asasah and its donors.
F3.
Managing conflicts that bring into question the fairness of various corporate actions
is at the heart of good CG practices of a company. One such example is that of a transaction
that is between parties who are related. Parties to a contract are considered as “related”
because of personal and business ties that predate their entering into the contract. Such
transactions carry the potential of causing damage—both financial and reputational—to a
company unless appropriate mechanisms are in place to ensure that these transactions are
entered into at arm’s length.
During our interviews, two such instances that came to our knowledge were those of a
printing contract, given to the CEO’s husband’s company, and a consulting agreement, with
one of the Board Members of Asasah. The Internal Audit Department, from time to time,
has looked into the related-party transactions at Asasah. Based upon our interviews, we
have observed an ad-hoc, case-to-case basis approach to monitoring related party
transactions within Asasah.
The primary responsibility for ensuring that all transactions between Asasah and other
parties are entered in to at arm’s length is that of the Board. Given its financial expertise, the
Board can delegate this job to its Audit Committee as well. The first job, for the Board or its
Audit Committee, as the case may be, should be to define the term “related-party
transaction” and to apply it to Asasah’s dealings. The Board should also specifically set out
obligations of the Board Members and Senior Managers to disclose their professional or
personal ties with other corporate entities in advance, and where applicable, at the time of
entering into business with an entity, which they perceive having the aforementioned ties
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with. Such conflicted Board Members or Senior Managers must not be part of the
procurement process. Asasah’s Board can best implement the above mechanism by
developing a policy on Related-Party Transactions. Please refer to “Annex 12: Sample
Related Party Transactions Policy”.
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G. Implementation Planning:
G1.

Costs & Benefits:

Following is a summary of potential costs and likely benefits associated with the changes
described in this Report. The actual costs will depend on specific actions taken, but the table
provides indicative cost drivers that can be considered against the potential benefits.

COSTS

Benefits
Advisory fees to hep
implement CG changes

Signal to donors,
creditors, and business
partners

Board /Senior
Management time to
lead changes

Improved Board
functioning – Oversight &
Stewardship

Internal Staff time to help
implement changes

In line with international
best practices and donors
expectations

Mitigation of “keyperson” risk

More formal structures &
processes to support
growing, evolving
business
Improved risk
management and control
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G2.

Managing the Implementation – Next Steps:

A proposed Gantt chart is provided in the following section. Firstly, however, some
suggested steps are discussed to help Asasah prepare for and manage the implementation
effectively.
Prior to and during implementation, Asasah should take care to ensure the following steps
are completed to adequately establish a project infrastructure and ensure the improvement
project is continuously monitored and managed effectively.
•

Obtain Sign-Off – The Chairperson, the CEO, and other Board members should
approve the recommendations. Ideally, this would occur at the soonest possible date
so as not to delay the implementation.

•

Designate Project Leader – Once the recommendations are approved, Asasah should
designate an individual to serve as overall coordinator for these changes. The
individual will have primary responsibility for managing the implementation,
adjusting the plan as necessary, reporting on project status, and managing
communications internally and externally.

•

Finalize Plan & Schedule – Once the leader is designated, s/he should review the
plan and timeline for implementation. Management should be comfortable with the
priorities assigned and timeframes proposed. The leader should update the plan
accordingly during the project as progress is achieved and if other changes to the
timeline and approach are required.

•

Monitor Project Implementation – The leader should establish a routine process for
monitoring implementation. This includes routine status meetings (e.g., bi-weekly),
status reports, and updates to other Management executives. The leader should use
the finalized plan and timeline as the basis for monitoring progress and should
update it as necessary.

•

Communicate & Manage Change – The leader should develop a plan for
communicating the project and its progress to all managers, employees,
shareowners, and stakeholders of the Company, as appropriate.
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G3.

Implementation Highlights:

A tentative implementation schedule is presented in this section. For each task, there is an
indication of the relative priority and level of difficulty (workload, complexity) associated
with implementing the change.
The precise schedule of activities will depend on several factors such as the hiring of
consultants, where necessary, other competing corporate priorities that the Board and the
Senior Management find themselves engaged with and so on. The schedule might be
accordingly adjusted and some items may need to be brought forward or relaxed.
To demonstrate commitment to good CG practices, Asasah should develop Charters for the
Board and the Company Secretary in the near-term. Other recommendations on
developing a CG Code and an Ethics Code can be implemented in the medium-term.
Last, Asasah can begin training individual directors on CG anytime from now, but the
entire board should be trained within the next twelve to eighteen months, thus remaining
a medium-term priority for the Institution.
To enhance Board’s effectiveness, several recommendations should be implemented in the
near-term (such as clarifying the Board’s role, TORs for the Directors to be developed,
change in the composition of the Board and the Audit Committee, installing HR and
Governance & Risk Policies Committees, improving the Board’s working procedures, and
enhancing the role of the Company Secretary). Other recommendations can be
implemented in the medium-run.
Given their critical nature, the recommendations regarding appointment of Chief Internal
Auditor, establishing a Risk Management Committee (of the Management) should be
implemented in the near-term. Other recommendations on improving the management
control environment can be fully implemented over the medium-term.
Transparency & Disclosure practices recommendations are not as critical in the near-term
while Asasah remains not-for-profit, non-deposit taking institution. However, the
Institution can develop a “governance section” onto its website within six to twelve
months.
Asasah should develop a Policy on Donors’ Relations and an RPT Policy in the near-term
to enhance the confidence of its donors and other stakeholders.
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B1

Develop a Board
Charter
Develop a Charter for
the Company
Secretary

High

B3

Develop a Corporate
Governance Code

Med

B4

Train Directors on
Corporate
Governance

Med

B5

Develop a Code of
Ethics

Med

C. Board Effectiveness

C1

Clarify Board Roles
and Responsibilities

High

C2

Define Director
Terms of Reference

High

C3

Change the Board
Composition

High

C4

Change Audit
Committee
Composition

High

C5

Create HR&
Corporate
Governance
Committee of the
Board

High

C6

Create a Risk Policy
Committee
Create Other Board
Working Groups (as

Med.
Low
Med
/Lo

C7
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Difficulty

2

3

4

5

6

7

8

9

10

11

12

18

High

Priority

B2

1

Difficulty

B. Commitment to
Corporate Governance

Time Line (T+Months)
Priority

Asasah’s
Recommendations:
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needed)
Improve Board
Working Procedures

w
High

C9

Develop Senior
Management
Succession Plans

Med

C10

Develop a Board
Evaluation Process

Med
/Lo
w

C11

Define Jaffery Family
Role’s in Asasah

Med

Establish a Risk
Management
Committee (of the
Management)

High

D2

Appoint the Chief
Internal Auditor
(CIA)

High

D3

Develop a Policy on
non-audit work for
external auditors

Med

E. Transparency and
Disclosure

Priority

D1

E1

Develop a Disclosure
Policy

Med

E2

Improve the Quality
of CG-related
Information in
Annual Reports

Med
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Difficulty

D. Management Control
Environment

Time Line (T+Months)
1

2

3

4

5

6

7

8

9

10

11

12

18

Difficulty

Asasah’s
Recommendations:

Priority

C8
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F. Membership and
Donor Relations

low

F1

Develop the
Institute’s
Membership Rules

Med

F2

Develop a Policy on
Donors’ Relations

High

F3

Develop a Related
Party Transactions
Policy

High
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Difficulty

Update its Website

Priority

E3

Time Line (T+Months)
1

2

3

4

5

6

7

8

9

10

11

12

18
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ANNEX 1: Meeting Schedule with Asasah Directors and Senior Officers
IFC Corporate Governance Review team met the following individuals in May 2010 in
Lahore and Islamabad:

Serial
Name
No.
1
Mrs. Tabinda Alkanz
Jaffery

Designation
CEO

2

Mrs. Nasim Sherin

Chairperson

3

Mrs. Zareen Aly

General Manager Operations

4

Mrs. Ambreen Gillani

Director

5

Mrs. Bazgha Masood

Manager Finance & Accounts & Company Secretary

6

Mr. Ifthikar Qureshi

Director

7

Mr. Waseem Khan

Chief Financial Officer

8

Mrs. Ferwa Naqvi

Manager IT

9

Mr. Ammar Adam

General Manager HRM

10

Mr. Anwar Rashid

Director

11

Mr. Amir Rana

General Manager Business Development

12

Mr. Babar Aziz

Director

13

Mr. Faisal Masood Ali
Khan

External Auditor, Anjum Asim Shahid Rahman,
Chartered Accountants
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ANNEX 2: SAMPLE CHARTER OF THE BOARD OF DIRECTORS.
a.

Purpose of terms of reference

These terms of reference set out the authority, responsibilities, and membership of the board
of directors of (the ‘company’).
b.

Authority

The board comprises the directors of the company, and derives its authority to act from the
company’s Memorandum and Articles of Association, and other laws.
c.

Role of the board

The role of the board is to provide strategic guidance for the company and effective
oversight of its management.
d.

Board composition

1.

The board will comprise directors with a broad range of commercial skills and
experience, particularly in a field which is complementary to the company’s
activities or strategy, or with appropriate professional qualifications, and who are
able to bring useful expertise to the board’s discussions and decisions.

2.

Board members must have a proven ability and capacity to make meaningful
contributions to board strategy and policy and be able, through questioning and
analysis of reports, to participate in the overseeing of the proper functioning of
management.

3.

The nominations committee will make recommendations to the board regarding the
composition and remuneration of the board, and on any proposed board
performance criteria.

4.

The size of the board, currently nine members, will be determined [in accordance
with the company’s constitutional documents] to ensure efficient decision making

5.

At least one-third of the board will comprise independent (as defined by the
company), non-executive directors.

6.

It is the current policy of the board that it will only appoint one executive director to
the board, that being the chief executive officer. This policy will be kept under
review by the board, considering the requirements of the board for further executive
participation in board discussions.

e.

Chairman

1.

The chairman of the board will be elected annually by the board [and must be an
independent non-executive director.]

2.

The chairman must not be a former executive officer of the company.
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f.

Board committees

1.

The board will establish committees as it considers appropriate to assist it in carrying
out its responsibilities.

2.

The board shall, as a minimum, establish the following committees and shall adopt
charters or terms of reference setting out matters relevant to the authority,
responsibilities, membership and operation of those committees:
o

an audit & finance committee;

o

a nominations committee;

3.

The board may also appoint committees from time to time to consider such matters
as large projects, capital strategies, major investments and commitments, and capital
expenditure.

g.

Delegation to management

The board delegates to the chief executive officer the authority and power to manage the
day to day business affairs of the company subject to such specific delegations and limits
that the board makes from time to time. The CEO has authority to sub-delegate such
authority and power to such members of the management team as he/she shall determine
from time to time.
h.

Responsibility of the board

The board is responsible for:
1.

2.

Governance
o

establishing, reviewing and monitoring processes for corporate governance
throughout the company, with due regard to all of the company’s
stakeholders and its role in the community.

o

building trust in the company through consistent behaviour, transparency
and accountability;

Strategy
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o

developing an in-depth understanding of each part of the company’s
business;

o

reviewing, approving and monitoring the company’s strategic plans, and
reviewing the assumptions and rationale underlying them;

o

taking decisions concerning the company’s capital structure and its dividend
policy;

o

reviewing, approving and monitoring major investments and strategic
commitments;
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3.

4.

5.

6.

7.

Reviewing past performance
o

reviewing business results and monitoring budgetary control;

o

reviewing, approving and monitoring any necessary corrective actions and
processes;

Integrity of external reporting
o

reviewing and monitoring the processes, controls and procedures which are
in place to maintain the integrity of the company’s accounting and financial
records and statements, with the guidance of the audit & finance committee;

o

monitoring and receiving reports from the audit & finance committee in
relation to internal controls, compliance with laws and regulations and
requirements to which the company is subject, and internal and external
audit reports;

o

reviewing and monitoring the reporting to members to ensure that it is
objective, comprehensive, factual and timely information in the markets in
which the company’s shares may be listed;

Risk management
o

establishing, monitoring and reviewing the company’s risk management
processes;

o

reviewing and monitoring processes for the documentation and regular
review and updating of the company’s risk profile;

Management oversight, executive review, succession planning and culture
o

approving key executive appointments, and monitoring and reviewing
executive succession planning;

o

reviewing and monitoring the performance of the CEO and senior
management;

o

reviewing and approving executive remuneration;

o

approving all appointments of directors to the boards of subsidiaries and
other controlled entities, and appointments made by the company to noncontrolled entities;

o

monitoring and influencing the culture, reputation and ethical standards of
the company;

Board performance
o
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performance, with the guidance of the nominations committee;
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o

monitoring and reviewing processes to assist directors in having sufficient
time to devote to board matters to ensure that they discharge their duties
effectively; and

o

reviewing these Terms of Reference and their continuing adequacy from time
to time.

i.

Board meetings

1.

Attendance

2.

o

Directors are expected to prepare adequately, attend, and participate at board
and committee meetings.

o

Directors will be provided with adequate materials on topics to be discussed
at board meetings sufficiently in advance of the meeting date; board
members will also be kept promptly informed of developments between
board meetings.

o

The non-executive directors will meet informally on a regular basis, without
the chief executive officer, or any other executive director or other member of
management being present.

Board Agendas
o

Board agendas will be structured throughout the year to ensure that each
significant responsibility of the board is addressed.

o

As part of the agenda, the board will review strategy and the achievement of
financial and other goals. The board will receive a detailed overview of the
performance and significant issues, including risk factors, of each business
and support unit.

o

The board will receive detailed financial, operational and performance
reporting presentations from senior management individuals during the
year; management will be available to discuss the reports with the board.

o

The board will review the company’s long-term strategic plans and the major
issues that it expects the company to face in the future during at least one
board meeting each year.

j.

Directors' remuneration

1.

The nominations committee will review and make annual recommendations to the
board on the level of directors' remuneration, taking into consideration, in respect of
non-executive directors, the amount of time they give to the company, as well as the
extent and complexity of their responsibilities, including serving on board
committees.
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2.

Directors will be reimbursed all reasonable expenses incurred in carrying out their
duties as a director. Any such expenses should be submitted to the board secretary
for payment.

3.

If a director wishes to undertake an activity which will lead to the incurring of an
unusual expense, the director should consult with the chairman prior to such
expense being incurred.

4.

The remuneration and expenses paid to each director will be individually disclosed
in the company’s annual report to members.

k.

Independence of directors

1.

A director will be considered to be independent for the purposes of service on the
board and board committees of the company if the director satisfies the standards
adopted by the board from time to time to assist it in its regular ‘independence’
determinations. These standards will reflect appropriate independence requirements
under applicable laws and regulations, and international best practice
recommendations. A copy of the current standards is attached to these Terms of
Reference.

2.

An independent director must be independent of management and free of any
business or other relationship that could materially interfere with – or could
reasonably be perceived to materially interfere with – the exercise of his unfettered
and independent judgement.

3.

Each director must provide the board with all relevant information to assess his
independence.

4.

The determination of independence of a director will be made by the board on the
recommendation of the nominations committee.

l.

Appointment and re-election of directors

1.

The process for appointing a director is that, when a vacancy exists, the board,
assisted by the nominations committee, identifies candidates with the appropriate
expertise and experience, using external consultants as appropriate. The most
suitable candidate is appointed by the board but must stand for election by the
members at the next annual general meeting.

2.

The company will provide a formal letter of appointment for each director setting
out the key terms and conditions of his appointment.

3.

The process for re-election of a director is in accordance with the company’s
Memorandum and Articles of Association and the SECP Code of Corporate
Governance, which requires that directors’ term of office shall be for three years,
following which re-election is required.
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4.

Prior to each annual general meeting, the board will assess the performance of each
director due to stand for re-election and determine if the board will recommend to
the members that they vote in favour of the re-election, or otherwise, of each such
director.

5.

The board has set a limit of [10] years for which an individual may serve as a
director, subject to an annual review after that period. The board regards this as an
appropriate period of service. Directors who have served on the board for an
extended period of time have gained valuable experiences, insights and historical
perspectives regarding the company that would not be easily replaced.

5.

The retirement age for directors is [70] years of age.

m.

Induction and orientation

1.

The nominations committee of the board, working with senior management, will
provide an orientation programme for new directors in order to assist them in
fulfilling their duties and responsibilities. The programme will include discussions
with the chairman, the chief executive officer, executives and the internal and
external auditors, the provision of reading material, tutorials and workshops. These
will include details on directors’ rights, duties and responsibilities, the company’s
strategic plans, its significant financial, accounting and risk management issues, its
compliance programmes, its code of corporate governance, its code of ethics, and its
management structure.

2.

At the request of the nominations committee, senior management will conduct
additional presentations for directors from time to time regarding the company, the
factors impacting, or likely to impact, on its businesses, and to assist the nonexecutive directors in gaining a broader understanding and knowledge of the
company. Directors are also encouraged to keep up to date on relevant topical issues.

n.

Access to independent professional advice

1.

The board has the authority to conduct or direct any investigation required to fulfil
its responsibilities and has the ability to retain, at the company’s expense, such legal,
accounting or other advisers, consultants or experts as it considers necessary from
time to time in the performance of its duties.

2.

Each director will have the right to seek independent professional advice at the
company’s expense, subject to the prior approval of the chairman.

o.

Board performance and director evaluation

1.

The board will annually review and evaluate the performance of the board. This
assessment will involve consideration of all of the board’s key areas of responsibility,
and will specifically review areas where the board and/or management contribution
may be improved.
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2.

At least once every year, the chairman of the board, assisted as needed by the
nominations committee, will conduct a review of the performance and contribution
to the board of each non-executive director. The board as a whole, assisted as needed
by the nominations committee, will review the performance of the chief executive
officer at least once every year. The chairman of the nominations committee will
facilitate an evaluation by all directors of the performance of the chairman of the
board.

3.

The board will also annually review and evaluate the performance of the board
committees, the senior management of the company, the relationship between the
board and management, and matters of general corporate governance.

4.

The nominations committee will recommend to the board the performance criteria
(both measurable and qualitative) to be considered in these evaluation processes. An
external independent consultant may from time to time be brought in to review and
make recommendations on any aspect of the board’s activities and performance.

5.

The company will include in the corporate governance section of its annual report a
statement as to whether a performance evaluation for the board and its members has
taken place in the reporting period and how it was conducted.

6.

A description of the process for performance evaluation of the board, the board
committees and individual directors will be made publicly available and updated as
required, by posting it on the company's website in a clearly marked corporate
governance section.

p.

Access to management

1.

Board members will have complete and open access to members of management
following consultation with the chairman and the chief executive officer.

2.

As an intrinsic part of the board’s responsibility of management oversight, board
committees, specifically, will have access to and mandatory meetings with
individual senior management in accordance with their respective committee terms
of reference.

q.

Board secretary

1.

All directors shall have direct access to the board secretary.

2.

The appointment and removal of the board secretary shall be a decision for the
whole board.

r.

Code of ethics

1.

The operations of the company are governed by the company’s code of ethics. All
the code is important and covers every aspect of the company’s daily business
practices.
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2.

The code includes the requirement that the business be conducted ethically and with
professionalism to achieve the highest standards of behaviour.

3.

The code of ethics applies to all senior executives and employees of the company, as
well as to directors, temporary workers and other independent contractors and
consultants when engaged by or otherwise representing the company and its
interests. In addition, this board Terms of Reference also governs the conduct of the
board and each director.

s.

Confidential information

1.

The internal control systems are monitored and employee integrity is fostered to
ensure that confidential information is not improperly disclosed outside the
company or used for individual personal gain. The directors regard the
confidentiality of customer information as highly important.

2.

When the directors are serving on the boards of other companies and undertaking
private transactions, they are to have regard to their confidentiality obligations at all
times.

t.

Conflicts of interest

1.

Directors are expected to avoid any action, position or interest that conflicts with an
interest of the company, or gives the appearance of a conflict.

2.

A director who has a material personal interest in a matter that relates to the affairs
of the company must give the other directors notice of such interest. Such notice
should be provided in writing to the board secretary, who is to ensure that the notice
is brought to the attention of the other directors.

3.

When a potential conflict of interest arises, the director concerned should not receive
copies of the relevant board papers and must withdraw from the board meeting
while such matters are considered. Accordingly, the director concerned will take no
part in discussions nor exercise any influence over other members of the board.

4.

If a significant conflict of interest with a director exists and cannot be resolved, the
director is expected to tender his resignation after consultation with the chairman.

5.

The company’s hospitality and other services may be provided to non-executive
directors under terms and conditions that would normally apply to the public.

u.

Communications

The board believes that the chairman and senior management speaks for the company.
Individual board members are expected not to meet or otherwise communicate with various
constituencies who are involved with the company without prior consultation with the
chairman and the chief executive officer.
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These Terms of Reference are dated [
of reference previously in force.
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ANNEX 3: SAMPLE CHARTER OF SECRETARY FOR THE BOARD
Table of contents
ARTICLE 1. GENERAL PROVISIONS
ARTICLE 2. ELECTION, TERM, AND DISMISSAL
ARTICLE 3. FUNCTIONS, DUTIES, AND RESPONSIBILITIES
ARTICLE 4. OFFICE OF THE CORPORATE SECRETARY
Article 1. General Provisions
The By-law shall regulate the Corporate Secretary’s authority to help with the development
of, compliance with, and periodic review of the Company’s corporate governance policies
and practices, ensuring that the Company and its governing bodies follow and comply with
the Law, as well as internal corporate rules and policies as determined by the Company
charter, the By-law, and other by-laws and internal documents; the preparation and
conducting of the General Meeting of Members (hereinafter the GM), Supervisory Board
meetings [and Executive Board meetings]; the establishment and maintenance of clear and
effective channels of communications between the various governing bodies of the
Company; the disclosure of appropriate information about the Company; the keeping of
corporate records; the review of member requests; and the resolution of disputes involving
the rights of members.
Article 2. Election, Term, and Dismissal
2.1. The Corporate Secretary shall be appointed by the Supervisory Board by a
majority vote of Supervisory Board members (directors) participating in the meeting.
2.2. Any director may nominate a candidate for the position of Corporate Secretary.
2.3. The Corporate Secretary must have the necessary qualifications to properly carry out his
duties.
2.4. A candidate nominated for the position of Corporate Secretary must disclose to the
Supervisory Board information on:
2.4.1. Education and professional experience;
2.4.2. Personal references;
2.4.3. Share ownership in the Company;
2.4.4. Positions held in other companies;
2.4.5. Relationships with affiliated parties and business partners of the Company;
2.4.8. Other information that may affect his performance in carrying out the functions of the
Corporate Secretary.
2.5. The Corporate Secretary shall be elected for the term of __ year(s).
2.6. The terms of the contract with the Corporate Secretary shall be approved by the
Supervisory Board. The contract shall be signed by the Chairman of the Supervisory Board
on behalf of the Company.
2.7. The Supervisory Board may dismiss the Corporate Secretary and appoint a new
Corporate Secretary at any time.
Article 3. Functions, Duties, and Responsibilities
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3.1. The Corporate Secretary shall assist the Supervisory Board [and its Corporate
Governance Committee] in the development of, compliance with, and periodic review of the
Company’s corporate governance policies and practices.
3.2. The Corporate Secretary shall help ensure that the Company and its governing bodies
follow and comply with the Law. In doing so, the Corporate Secretary will keep abreast of
the latest legal and regulatory developments, as well as internationally recognized best
practices, as they relate to corporate governance, and provide periodic updates and briefs to
the Company’s directors and managers. The Corporate Secretary shall work and coordinate
closely with the Company’s legal department in this context.
3.3. The Corporate Secretary ensures that the governing bodies follow existing internal
corporate rules and policies as determined by the Company charter, by-laws, and other
internal documents, as well as to change such rules and policies, or institute new ones
where appropriate. The Corporate Secretary is to inform the Chairman of the Supervisory
Board of all violations of corporate procedures in a timely manner.
3.4. The Corporate Secretary shall properly prepare and conduct the GM in accordance with
the Law, the Company charter, and other relevant by-laws and internal documents of the
Company following the decision on calling a GM. In the course of preparing and conducting
a GM, the Corporate Secretary shall:
3.4.1. Ensure that the list of the members entitled to participate in the GM is properly
prepared
3.4.2. Ensure that the persons entitled to participate in the GM are properly notified by
preparing and sending (delivering) voting ballots to members, as well as properly notifying
all directors, the General Director [and Executive Board members, the External Manager],
Revision Commission members, and the External Auditor of the Company;
3.4.3. Prepare and ensure unrestricted access to all materials that shall be made available for
the GM, and authenticate and provide copies of the materials upon the request of the
persons entitled to participate in the GM;
3.4.4. Collect the completed voting ballots received by the Company and ensure their timely
transfer to the Counting Commission;
3.4.5. Organize the minutes of the GM;
3.4.6. Ensure that the persons entitled to participate in the GM are informed of the voting
results of the GM in a timely manner; and
3.4.7. Answer procedural questions during the GM, and take measures to resolve conflicts
arising when preparing and conducting the GM.
3.5. The Corporate Secretary shall help the Chairman prepare and conduct the Company’s
Supervisory Board meetings in accordance with the Law, the Company charter, and other
by-laws and internal documents of the Company.
3.5.1. The Corporate Secretary shall help prepare the annual schedule of Supervisory Board
meetings and notify all directors of the upcoming meeting __ weeks in advance.
3.5.2. If necessary, the Corporate Secretary shall send (or deliver) voting ballots to all
directors, collect the completed ballots and written opinions of the directors who were not
physically present at the meeting, and transfer these to the Supervisory Board Chairman.
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3.5.3. The Corporate Secretary shall ensure that Supervisory Board meetings are held in
accordance with the procedures established in the By-law for the Supervisory Board;
3.5.4. The Corporate Secretary shall assist the Chairman in keeping minutes of the
Supervisory Board meetings that reflect the location and time of the meeting, the names of
the persons who participated in the meeting, the agenda of the meeting, quorum and voting
results, and a description of decisions made by the Supervisory Board;
3.5.5. The Corporate Secretary shall assist directors in obtaining the information necessary to
take informed decisions. [In accordance with the information policy of the Company] the
Corporate Secretary shall provide directors access to transcripts and minutes of Executive
Board meetings, orders of the General Director, and other documents of the executive
bodies of the Company, minutes of meetings and reports of the Revision Commission, and
the opinion and management letter of the External Auditor, as well as the Company’s
primary accounting documents and financial information pursuant to a decision of the
Supervisory Board’s Chairman.
3.5.6. The Corporate Secretary shall help organize induction trainings for newly elected
directors to brief these directors on their duties and responsibilities, the procedures that
regulate the operations of the Supervisory Board and other working bodies of the Company,
the Company’s organizational structure and officers of the Company, internal documents of
the Company, applicable decisions of the GM and the Supervisory Board to their work as
directors, and other information that may be required by directors for the appropriate
discharge of their duties.
3.5.7. The Corporate Secretary shall inform and advise directors on legal requirements,
charter provisions, and other internal corporate regulations that regulate their rights and
responsibilities with respect to preparing and conducting the GM and Supervisory Board
meetings, and ensuring for information disclosure.
3.6. The Corporate Secretary shall assist in establishing and maintaining clear
communication between the various governing bodies, in particular between the
Supervisory and Executive Boards. To this extent, the General Director, Chief Accountant,
and other relevant parties/bodies must provide timely and accurate information upon the
Corporate Secretary’s request.
3.7. The Corporate Secretary shall ensure for the proper disclosure of information about the
Company. In particular, the Corporate Secretary shall:
3.7.1. Ensure compliance with the requirements of the Law, the Company charter and bylaws, and other internal corporate documents on keeping and disclosing information about
the Company;
3.7.2. Help ensure for the timely disclosure by the Company of information contained in the
securities prospectuses, quarterly reports, annual report as well as information on all
material facts that may affect the financial and business performance of the Company.
3.8. The Corporate Secretary should notify the Chairman of the Supervisory Board of any
potential or real conflicts of interests among the Company’s members, directors, or
executives so that they can be dealt with appropriately, and act as a liaison in case of
conflicts of interests among directors.
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3.9. The Corporate Secretary shall keep the Company records and documents as specified
under the Law, make these available to authorized parties, prevent un-authorized access,
and make copies of such documents. The copies of the documents must be authenticated by
the Corporate Secretary.
3.10. The Corporate Secretary shall ensure that all member requests are properly processed
by keeping records of all incoming member requests, transferring the requests to the
relevant governing bodies and departments, and monitoring the timely and full response to
such requests by the governing bodies and departments.
3.11. The Corporate Secretary shall have the right to obtain any information necessary for
the proper discharge of his duties.
3.12. The Corporate Secretary shall act solely in the function of the Corporate Secretary and
shall not perform any other duties in the Company.
Article 4. Office of the Corporate Secretary
4.1. To ensure the Corporate Secretary’s performance of his duties, the Company shall
establish the Office of the Corporate Secretary.
4.2. The staff of the Office of the Corporate Secretary (hereinafter staff) shall consist of __
employees that report directly to the Corporate Secretary.
4.3. The staff shall be appointed by the General Director upon the recommendation of the
Corporate Secretary.
4.4. The staff must have the necessary qualifications to properly carry out their duties and
responsibilities.
4.5. The staff may not at the same time be directors, managers, or employees of another
company, or Revision Commission members.
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ANNEX 4: SAMPLE CORPORATE GOVERNANCE CODE
Introduction
I.

Preamble
The purpose of this company code of corporate governance (“Code”) is to improve
and systematize the company’s governance, make its governance more transparent
and demonstrate the company’s commitment to good corporate governance by
developing and furthering:
 Responsible, accountable and value-based management;
 Effective oversight and executive bodies that act in the best interests of the company
and its shareholders, including minority shareholders, and seek to enhance
shareholder value in a sustainable manner; and
 Appropriate information disclosure and transparency, as well as an effective system
of risk management and internal control.
By adopting, following and updating this Code, the company’s charter and by-laws on
a regular basis, the company confirms its desire to demonstrably lead and promote
good corporate governance. In order to foster the confidence of its shareholders,
employees, investors, and the general public, this company Code goes beyond the
established legal and regulatory framework in Egypt today, and embraces both the
recently published Egyptian Code of Corporate Governance and internationally
recognized corporate governance principles and practices.
The company’s governing bodies and employees understand this Code as their joint
obligation, and accordingly, obligate themselves to ensure that its provisions and its
spirit are adhered to and acted upon throughout the company [and its subsidiaries
and dependent companies.

II.

Background and Profile1
The company’s mission is to _____________________.
Its objectives are to
__________________, ___________________ and ____________________.
The company operates in the following business sectors: ______________. It operates in
the following regions: __________, ____________, and ________, as well as countries:
_________________, ___________________ and ____________________.
Commitment to Corporate Governance

1

This section is intended to provide an overview of the company’s mission, objectives and main areas of activity. It may also
include other areas that may be of interest to the readers of the Code that will enable them to gain a broad understanding of
the company, its business, geographical location and rationale for drafting the Code.
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I.

Definition and Principles
The company defines corporate governance as a set of structures and processes for the
direction and control of companies, which involves a set of relationships between the
company’s shareholders, board and executive bodies with the purpose of creating
long-term shareholder value. It views corporate governance as a means to improve
operational efficiency, attract financing at a lower cost and build a better reputation. It
also views a sound system of corporate governance as an important contribution to the
rule of law in Egypt and an important determinant of the role of the company in a
modern economy and society.
The Code sets out the company’s corporate governance framework and is based on
Egyptian laws and regulations, the Egyptian code of corporate governance (country’s
code of corporate governance), as well as internationally recognized best practices and
principles, such as the OECD Principles of Corporate Governance.
The company’s corporate governance framework is based on the following principles:
 Accountability: This Code establishes the board’s accountability to all shareholders
and guides the company’s board in strategic guidance and monitoring the
company’s management.
 Fairness: The company obligates itself to protect shareholder rights and ensure the
equitable treatment of all shareholders, including minority [and foreign]
shareholders. All shareholders are to be granted effective redress for violation of
their rights through the board.
 Transparency: The company is to ensure that timely and accurate disclosure is made
on all material matters regarding the corporation, including the financial situation,
performance, ownership and governance of the company, in a manner easily
accessible to interested parties.
 Responsibility: The company recognizes the rights of other stakeholders as
established by laws and regulations, and encourages co-operation between the
company and stakeholders in creating sustainable and financially sound
enterprises.
The company, its key officers and all employees act in accordance with all applicable
laws and regulations and furthermore, shall comply with ethical standards of business
conduct as defined by this company Code, the country’s code of corporate governance
and ____________ [name other source of ethical standards].

II.

Internal Corporate Documentation
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This company Code is principle based. More specific corporate governance structures,
processes and practices are regulated in the company’s articles of association and the
company’s corporate charters including those of the board and board committees.
The company’s set of internal corporate documents follows legal and regulatory
requirements, and incorporate internationally recognized corporate governance
practices. The above-mentioned corporate documents are published on the company’s
website.
III.

General Governance Structure
The company has the following governing and other bodies:
 The general assembly, the highest governing body of the company allows the
shareholders to participate in the governance of the company;
 The board of directors is responsible for the strategic direction of the company, and
the guidance and oversight of management. The company’s board will establish
an audit committees and other relevant committees as appropriate;
 The chief executive officer (CEO) and his executive team are assigned the task of the
day-to-day management of the company, as well as developing and executing the
company’s strategy as approved by the board;
 The company secretary ensures that the governing bodies follow internal rules and
external regulations in order to facilitate clear communications between the
governing bodies, and acts as an adviser to directors and senior executives;
 The internal auditor develops and monitors internal control procedures for the
business operations of the company. The internal auditor reports directly to the
audit committee and reports administratively to the CEO.

IV.

Compliance with and Adherence to Corporate Governance Policies and Practices

The company secretary is responsible for ensuring the development of, compliance with,
and periodic review of corporate governance policies and practices in the company. The
________ shall serve as the company secretary.
Good Board Practices
The company views an effective, professional and independent board as essential for good
corporate governance. The board cannot substitute for talented professional managers, nor
change the economic environment in which the company operates. It can, however,
influence the performance of the company through its supervision, guidance and control of
management in the interests and for the benefit of the company’s shareholders. Executive
bodies also play a crucial role in the governance process. The effective interaction between
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the board and management, and a clear separation of authorities, is key to sound corporate
governance.
a.

Authority.

The board’s scope of authority is set forth in the company’s articles of association and
board charter.
b.

Composition and Independence.

The composition of the board is determined in such a manner that it strikes a balance
between the various representatives of shareholder groups, including minority
shareholders, as well as between executives and non-executives.
The board’s composition in terms of its mix-of-skills is adequate for oversight duties, and
the approval of the company’s direction and strategy. Each individual member of the board
has the experience, knowledge, qualifications, expertise and integrity necessary to
effectively discharge board duties and enhance the board’s ability to serve the long-term
interests of the company and its shareholders. The board has a broad range of expertise that
covers the company’s main business, sector and geographical areas, and includes
experienced financial experts who are non-executive, independent directors. A full and
complete set of information on the directors’ qualifications is set forth and annually
reviewed by the board.
In order to enhance unbiased oversight, the company believes that a non-executive director
should chair the board.
The company’s board is composed of not more than [__%] of executive directors who are
employees of the company. The majority of directors will be non-executive.
To ensure the impartiality of decisions and to maintain the balance of interests among
various groups of shareholders, __ [number or percentage] of the board’s members are
independent directors. The company defines those directors who have no material
relationship with the company as independent. The board ascertains which members are to
be deemed independent during the first board meeting. The definition of director
independence shall be based on the country’s code of corporate governance and is set forth
in the board’s charter and annual report.
c.



Structure and Committees The company has established the following board
committees:
The audit committee;
The strategy and risk committee; and
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The corporate governance and nominations committee.

All committees have charters containing provisions on the scope of authority, competencies,
composition, working procedures, as well as the rights and responsibilities of the committee
members.
The board’s chairman assigns directors to chair committees upon
recommendation by the corporate governance and nomination committee.
Each committee is to provide provisional consideration of the most important issues that fall
within the authority of the board. After each of its meetings, the committee shall report on
the meeting and recommendations reached to the full board for final approval.
d.

e.

Size. The board, upon the recommendation of its corporate governance and
nomination committee, recommends the appropriate size of the board.
Achieving the required quality and mix of directors is the primary consideration
in arriving at the overall number. The company has decided to have __ board
members.

Working Procedures. The board meets according to a fixed schedule, set at the beginning of
each year, which enables it to properly discharge its duties. As a rule, the board shall meet
at least six times a year.
Detailed procedures for calling and holding meetings of the board are defined in the board’s
charter. All directors are provided with a concise but comprehensive set of information by
the company secretary in a timely manner, concurrently with the notice of the board
meeting, but no less than five business days before each meeting. This set of documents is
to include: an agenda; minutes of the prior board meeting; committee briefings; updates on
key performance indicators, including relevant financial information prepared by
management; and board briefing papers with clear recommendations for action.
The board keeps detailed minutes of its meetings that adequately reflect board discussions
and are signed by the chairman and all board members.

f.

Self-Evaluation. The board conducts a yearly self-evaluation. This process is to be organized
by the corporate governance and nomination committee and the results are to be discussed
by the full board.

g.

Training and Access to Advisers. The company offers an orientation program for new board
members on the company, its business and on other subjects that will assist them in
discharging their duties. The company also provides general access to training courses to its
board members as a matter of continuous professional education, in particular those of the
Egyptian Institute of Directors.
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h.

Remuneration. The remuneration of (non-executive) board members is comprised of an
annual fee and an additional fee for the chairmanship of committees or the board itself. The
remuneration package shall, however, not jeopardize a director’s independence. Executive
directors are not remunerated for their board duties beyond their executive remuneration
package. The board’s nomination and corporate governance committee periodically
reviews the remuneration paid to directors. All board members sign a letter of appointment
with the company.
The company will not provide personal loans or credit to its directors.

i.

Duties and Responsibilities. Members of the board act in good faith, with due care and in
the best interest of the company and all its shareholders–and not in the interests of any
particular shareholder–on the basis of all relevant information. Each director is expected to
attend all board and applicable committee meetings.
The board must decide as to whether its directors can hold positions in the governing bodies
of other companies, however, a director is barred from serving on a board of a competing
company. The company shall not unreasonably prohibit its directors from serving on other
boards. Directors are expected to ensure that other commitments do not interfere in the
discharge of their duties. However, the number of other directorships a director can hold is
capped at five board seats.
Board members shall not divulge or use confidential or insider information about the
company.
Members of the board shall abstain from actions that will or may lead to a conflict of interest
with the company. When such a conflict exists, members of the board shall disclose
information about the conflict of interest to the other board members and shall abstain from
voting on such issues.
II.

At the Executive Team Level
The company understands that the day-to-day management of the company requires
strong leadership from the CEO and the management team. It also recognizes the
challenge and complexity of running a company and believes in teamwork, a
collective rather than individual approach. The company has thus established an
executive committee (“ExCom”), chaired by the CEO.

a.

Authority. The CEO and senior executives carry out the company’s day-to-day
management, implementing its goals and objectives, and carrying out its strategy.

b.

Size. The CEO, in close cooperation with the corporate governance and nomination
committee, proposes to the board an appropriate number of ExCom members. Achieving
Page | 67

CONFIDENTIAL

A CORPORATE GOVERNANCE REVIEW FOR ASASAH

the required quality and mix of executives will be the primary consideration in arriving at
the overall number.
c.

Composition. The ExCom’s composition (competencies, skills and mix) is suited to the
effective and efficient running of the company’s day-to-day operations. Each member,
including the CEO, has the experience, knowledge, qualifications and expertise necessary to
effectively discharge his or her duties.
All ExCom members have the:






Trust of the company’s shareholders, board members, other managers and
employees of the company;
Ability to relate to the interests of all shareholders and to make well-reasoned
decisions;
Professional expertise and education to be an effective manager;
Business experience, knowledge of national issues and trends and knowledge
of the market, products and competitors; and
Capacity to translate knowledge and experience into solutions that can be
applied to the company.

d.

Working Procedures. The ExCom meets regularly, and agenda issues are communicated in
advance. The working procedures of the ExCom are specified in its charter.

e.

Succession Planning. The board is to adopt a succession plan that outlines how it will
effectively deal with the either the temporary or permanent loss of the CEO and senior
executives. To assist in this process, the CEO is to provide the board with a list of
individuals best suited to replace the company’s key executives, including the position of
the CEO. The succession plan goes beyond simply naming a deputy and entails coaching,
mentoring and exposure to the board of directors.

f.

Remuneration and Evaluation. The amount of remuneration of the CEO and members of the
Executive Committee is set by the board.
The remuneration shall have a fixed and variable component, and the latter is tied to key
performance indicators as set by the board, in-line with the input into the company’s longterm development and creation of shareholder value.
The company will not provide personal loans or credit to its executive officers.

g.

Duties and Responsibilities. The CEO and members of the Executive Committee act in good
faith and with due care in the best interests of the company and all its shareholders – and
not the interests of a particular shareholder--on the basis of all relevant information.
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The CEO and members of the ExCom shall abstain from actions that will or may lead to a
conflict between their and the company’s interests. When such a conflict exists, members of
the ExCom shall disclose information about the conflict of interest to the board, and shall
abstain from deliberating and voting on such issues.
III.
Interaction between the Board and Executive Committee and the Role of the
Company Secretary
Good corporate governance provides for an open dialogue between the company’s
board and ExCom. The company has thus developed a procedure for periodic reports
(information briefs) from the CEO and ExCom to the board, as specified in the ExCom
charter. The board shall further have unrestricted access to the company’s
management and its employees. The company secretary plays a key, overall role in
facilitating this process.
The company secretary is employed on a full-time basis. The company secretary
possesses the necessary qualifications and skills to ensure that the governing bodies
follow internal rules and external regulations, facilitates clear communications
between the governing bodies in-line with the company’s articles of association,
charters, by-laws and other internal rules, and keeps the board and the company’s key
officers abreast of the latest corporate governance developments.
Senior executives are presented with ample opportunity to present during board
meetings, so that managers gain the necessary exposure and experience in interacting
with the board and the board in turn can obtain direct information and better gauge
the next generation of managers and future leaders.
Shareholder Rights
All shareholders have the right to participate in the governance and the profits of the
company. All rights are regulated in the company’s articles of association.
I.

The General Assembly
The company’s articles of association provide a detailed description of all the
procedures for the preparation, holding and decision-making at the general assembly.

a.

Preparation. Every shareholder that holds voting shares is entitled to participate and vote
during the general assembly, and receive advance notification, an agenda, as well as
accurate, objective and timely information sufficient for making an informed decision about
the issues to be decided at the general assembly. The company’s management will be
responsible for this process, which is to be implemented by the company secretary.
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The company has a fair and effective procedure for submitting proposals to the agenda of
the general assembly, including proposals for the nomination of board members. The
agenda of the general assembly is not changed after the board approves it.
b.

Holding the general assembly. The company takes all the steps necessary to facilitate the
participation of shareholders in the general assembly and vote on the agenda items.
The venue of the general assembly is easily accessible for the majority of shareholders.
Registration procedures are convenient and allow for quick and easy admittance to the
general assembly.
The company ensures that all members of the board and the external auditor are present
during the general assembly to answer questions. Each shareholder has the right to take the
floor on matters on the agenda, and submit relevant proposals and questions. The chairman
of the general assembly conducts the meeting professionally, fairly and expeditiously.
Voting is conducted by ballot. The company has effective shareholder voting mechanisms in
place to protect minority shareholder against unfair actions. The procedures for counting
votes at the general assembly are transparent and exclude the possibility of manipulating
voting results.

c.

Results. The voting results and other relevant materials are distributed to shareholders,
either at the end of the general assembly or very soon after the general assembly is held, as
well as to the general public by posting them on the company’s internet site and publishing
in the mass media in a timely manner.
II.

(Minority) Shareholder Rights Protection
The company has a system of registering shareholder complaints and effectively
regulating corporate disputes. Moreover, the company has put in place the following
minority shareholder rights protection mechanisms:
a. Related Party Transactions: The company avoids related party transactions where
possible. When this is not possible, the company discloses all relevant information
on related party transactions including information on the affiliated parties and the
affiliation of members of the board and other governing bodies.
b. Pre-emptive rights: The company has adopted pre-emptive rights, inline with local
legislation, allowing the company’s shareholders to maintain a proportionate share
of the ownership of a corporation when the company issues new shares and thus
avoiding dilution.
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c. Tag-along rights: The company has adopted tag-along rights, inline with local
legislation, allowing minority shareholders to join a transaction and sell their
minority stake in the company at the same price as the majority owner selling his
or her stake to a third party.
d. Cumulative voting. The company practices cumulative voting, allowing that
minority shareholders have a representative on the board who pays particular
attention to minority shareholder rights.
e. Independent registrar. The company engages an independent registrar to maintain
the shareholder register. The company ensures a reliable and efficient ownership
registration system of shares and other securities through the selection and
appointment of an independent registrar that has proper technical equipment and
an excellent reputation.
f.

IV.

Takeover policy. The company has a clearly articulated and enforceable policy in
place that protects the rights of minority shareholders in special circumstances,
such as a change of control.
Dividend Policy

The company has formally developed and follows a written dividend policy. [This
dividend policy is publicly disclosed on the company’s internet site.]
The procedure for determining the amount of dividends on preferred shares does not
violate other shareholder rights. The company’s dividend policy:
 Establishes a transparent, understandable and predictable mechanism for
determining the payment procedure and the amount of the dividends;
 Ensures that the dividend payment procedure is easy and efficient; and
 Provides for the complete and timely payment of declared dividends.
Control Environment and Processes
I.
a.

Internal Audit and Control

The board’s audit committee. The audit committee is to focus on three key areas: financial
reporting, risk management, and internal and external audit {and legal compliance and risk
management}. This committee is to be chaired by an independent director and composed of
non-executive directors. Its exact authority, composition, working procedures and other
relevant matters are regulated in its charter.
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b.

Risk management: The company places great importance on a risk management and it is the
board of directors that is tasked with ensuring that appropriate risk management systems
are established. Among other things, the board (i) approve risk management procedures
and ensure compliance with such procedures; (ii) analyzes, evaluates, and improves the
effectiveness of the internal risk management procedures on a regular basis; (iii) develops
adequate incentives for the executive bodies, departments and employees to apply internal
control systems; [(iv) establishes a risk management committee [if a bank] of the board
when necessary; and (v) ensures that the company complies with legislation and charter
provisions.

c.

The internal auditor. The company has an internal auditor [or office of the internal auditor]
that is responsible for the daily internal control of the company’s finances and operations.
The internal auditor is staffed by a highly respected and reputable person[s], and reports to
the audit committee functionally and to the CEO administratively. The internal auditor’s
authority, composition, working procedures and other relevant matters are regulated in its
charter.
II.

The External Audit
An external auditor audits the company’s financial statements. The external auditor is
a publicly recognized independent auditing firm, where independent means
independence from the company, the company’s management and major
shareholders. The remuneration of the auditor is disclosed to shareholders. The
external auditor is selected by the general assembly following an open tender and
upon the recommendation of the board.

Information Disclosure and Transparency
Transparency, and timely and accurate information disclosure, is a key corporate
governance principle for the company.
I.

Disclosure Policies and Practices
The company discloses and provides easy access to all material information, including
the financial situation, performance, ownership and the governance structure of the
company to shareholders free of charge. The board prepares and approves a policy on
information disclosure and makes it publicly available on the company’s internet site.
The company publishes a comprehensive annual report that includes a corporate
governance section. The company discloses its corporate governance practices,
corporate events calendar and other material information on its internet site in a timely
manner.
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The company takes measures to protect confidential information as defined in its
policy on information disclosure. Any information obtained by the company’s
employees and the members of the governing bodies may not be used for their
personal benefit.
II.

Financial Reporting
The company keeps records and prepares a full set of financial statements in
accordance with International Financial Reporting Standards. Detailed notes
accompany financial statements so that the users of the statements can properly
interpret the company’s financial performance. A management discussion and
analysis (MD&A), as well as the opinions of the external auditor, shall complement all
financial information.

III.

Ownership Structure
The company ensures that beneficial owners of five percent or more of the voting
shares are disclosed. Any corporate relations in case of groups of companies are also
clearly identifiable and disclosed to the public.
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ANNEX 5: SAMPLE CODE OF ETHICS
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ANNEX 6: “IFC INDEPENDENT DIRECTOR DEFINITION
Indicative Independent Director Definition
International Finance Corporation
The purpose of identifying and appointing independent directors is to ensure that the board
includes directors who can effectively exercise their best judgment for the exclusive benefit
of the Company, judgment that is not clouded by real or perceived conflicts of interest. IFC
expects that in each case where a director is identified as “independent” the board of
directors will affirmatively determine that such director meets the requirements established
by the board and is otherwise free of material relations with the Company’s management,
controllers, or others that might reasonably be expected to interfere with the independent
exercise of his/her best judgment for the exclusive interest of the Company. An indicative
definition follows. In each case, the Company and IFC should consider changes tailored to
those sorts of relationships that would impair a director’s independence, taking into account
the circumstances of the particular Company.
"Independent Director" means a director who is a person who:
1.

has not been employed by the Company or its Related Parties in the past five years;

2.

is not, and is not affiliated with a company that is an advisor or consultant to the
Company or its Related Parties;

3.

is not affiliated with a significant customer or supplier of the Company or its Related
Parties;

4.

has no personal service contracts with the Company, its Related Parties, or its senior
management;

5.

is not affiliated with a non-profit organization that receives significant funding from
the Company or its Related Parties;

6.

is not employed as an executive of another company where any of the Company's
executives serve on that company's board of directors;

7.

is not a member of the immediate family of an individual who is, or has been during
the past five years, employed by the Company or its Related Parties as an executive
officer;

8.

is not, nor in the past five years has been, affiliated with or employed by a present or
former auditor of the Company or of a Related Party; or
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9. is not a controlling person of the Company (or member of a group of individuals
and/or entities that collectively exercise effective control over the Company) or such
person’s brother, sister, parent, grandparent, child, cousin, aunt, uncle, nephew or
niece or a spouse, widow, in-law, heir, legatee and successor of any of the foregoing
(or any trust or similar arrangement of which any such persons or a combination
thereof are the sole beneficiaries) or the executor, administrator or personal
representative of any Person described in this sub-paragraph who is deceased or
legally incompetent,
and for the purposes of this definition, a person shall be deemed to be "affiliated" with
a party if such person (i) has a direct or indirect ownership interest in; or (ii) is
employed by such party; “Related Party” shall mean, with respect to the Company,
any person or entity that controls, is controlled by or is under common control with
the Company.
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ANNEX 7: SAMPLE AUDIT COMMITTEE CHARTER
A.

Establishment

The board of _________ [name of company] (the "Company") hereby agrees and establishes
the audit committee of the board (the "Committee"), with all the powers and duties set forth
in these Regulations and subsequent resolutions of the board. Certain capitalized or
uncapitalized terms used but not defined in these regulations have the meanings given to
them in the charter of the board.
B.

Purpose

The board establishes the Committee to assist the board in overseeing the company's
financial controls. In assisting the board to oversee the company's financial controls, the
Committee will place particular emphasis on: (1) the integrity of internal controls and
financial reporting; (2) the qualification and independence of the company's external
auditor; and (3) the performance of the company's internal audit function and of its external
auditor.
C.

Composition and Qualification of Members of the Audit Committee

I.

Composition
The board shall select three of its members to serve on the audit committee, [each] [at
least one] of whom shall be "independent”, as defined in Section B.I.d. of the charter of
the board. One of such members shall be designated by the board as the Committee's
chairman. The board shall ensure that all members of the Committee are financially
literate and possess the professional skills and personal characteristics necessary to
carry out their duties as members of the Committee. The board recognizes that it is
desirable that at least one member of the Committee (preferably the Committee's
chairman) be a financial professional, with accounting and auditing or related
financial management expertise.

II.

Chairman
The Committee's chairman:

a.

Will be responsible to the board for the smooth conduct of the Committee's activities;

b.

Will, after consultation with the board and the other members of the Committee, establish
the agenda for each meeting of the Committee;
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c.

Will propose the Committee's annual calendar and program of activities for approval by the
Committee;

d.

Will authorize and request other members of the board, company management, employees
and outsiders to be present and participate at meetings of the Committee as deemed
necessary and appropriate to the conduct of the Committee's work;

e.

Will, on behalf of the Committee, request information required by the Committee from
company management, employees and others in the conduct of its work;

f.

Will ensure that the activities and resolutions of the Committee are duly recorded,
communicated to the board, and followed-up on;

g.

Will organize and oversee the annual evaluation of the Committee's effectiveness; and

h.

Will prepare such periodic reports of the Committee's activities as are requested by the
board and, in any case, will prepare (for approval by the Committee) the Committee's
annual reports to the board and members.
III.

Chairman’s Vote Breaks Tie
In the event of a tie vote of Committee members, the vote of the chairman has the
deciding vote.

IV.

Member Participation
Each member of the audit committee:

a.

Will have voice and vote in all Committee matters (except as provided under "Committee
Operating Principles," below);

b.

May not designate substitutes;

c.

Will keep the Committee informed of all matters that may affect their independence and
ability to carry out their responsibilities as Committee members; and

d.

Will carry out such tasks as the Committee may assign to such member.
D.

Specific Duties of the Committee

I.

External Audit Function
The audit committee shall:
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a.

Oversee the work of the company's external auditor, including reviewing the preparation
and execution of the auditor’s annual program of work for the company;

b.

Review the terms of reference of the external auditor and report to the board and the annual
general assembly the Committee's recommendations with respect to the audit engagement
fees and the overall terms of service to be provided by the Independent external auditor;2

c.

Review, on an annual basis, a report of the external auditor describing in detail any
relationships the external auditor has with the company, its management, its members or
any of their affiliates that may adversely affect such auditors' independence;

d.

review, on an annual basis, a report of the external auditor describing in detail the external
auditor’s quality control procedures and practices, any material issues raised by its most
recent quality control review or peer review, and any inquiry or investigation by
governmental authorities or professional standards boards regarding any audits conducted
by such auditors in the past five years, together with all steps taken to address such issues;

e.

review in advance the terms of all non-audit services proposed by company management to
be performed by the external auditor, assess such services in accordance with the company’s
policy regarding independent external auditor (attached as Annex 4 to the By-Laws of the
board) and report to the board the Committee's opinion as to whether or not the company
should engage the external auditor to perform such services;

f.

evaluate, on an annual basis, the qualification, independence, and performance of the
external auditor and report to the board and the annual general assembly meeting the
Committee's opinion with respect to the adequacy of its performance and independence.
Such report will include the Committee's recommendation on the reappointment or
termination of the external auditor and, if required, such firm's replacement. In the event
that the full board ultimately disagrees with the Committee's evaluation and
recommendations, the Committee's report shall nonetheless be submitted to the general
assembly and included in the agenda for such meeting.

g.

review, on an annual basis, the company's policies on the selection of external auditor and
its policy on rotation of its external auditor and audit partners, and report to the board the
Committee's recommendations for any modification of such policies; and

h.

reviewing, no less than annually, with company management, the external auditor, and the
internal auditing and financial control departments:
2

These Regulations assume that only the general assembly may appoint or dismiss the external auditor. If local law permits
the board or the audit committee to directly appoint and dismiss the external auditor, the language providing for such
powers may be substituted.
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II.

i.

Significant financial reporting issues and judgments identified and made in
connection with the preparation of the company's financial statements;

ii.

Major issues regarding the company's accounting and auditing principles
and practices, including key accounting policies, and major changes in
auditing and accounting principles and practices suggested by the external
auditor, the company’s internal auditing and financial control departments
or company management;

iii.

Any audit problems or difficulties encountered and raised by the external
auditor in the course of its work for the company, including any restrictions
on the scope of such activities or on access to personnel or information, and
disagreements with company management or members of its internal
auditing and financial control departments; and

iv.

Principles of accounting proposed or adopted by regulators or accounting
authorities and brought to the attention of the external auditor, company
management, the company’s internal auditing or financial control
departments or the board.

Internal Controls and Internal Audit Function

The audit committee shall:
a.

Review with the company’s chief financial officer (CFO), its internal auditing and financial
control departments and any other interested parties, the quality and adequacy of the
company’s internal controls, including whether the company’s management are
communicating the importance of internal controls, evaluating the security of computer
systems and applications and any contingency plans for processing financial and other
information in the event of a computer systems breakdown;

b.

Review with the company's CFO the preparation, execution and results of the company's
annual internal audit work program, as well as any activities undertaken outside such
annual program; and

c.

Review with the company’s CFO and report to the board on the adequacy of structure,
responsibilities, staffing, resources and functioning of the company's internal auditing
department, such review will include an annual evaluation of the performance and
qualifications of the head of such department.
III.

Financial Reporting
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The audit committee shall:
a.

Gain an understanding of the current areas of financial risk and how the company’s
management is managing such risks;

b.

Consider, together with the external auditor and the internal audit department; any fraud,
illegal acts, deficiencies in internal control or similar issues;

c.

Review significant accounting and reporting issues, including professional and regulatory
pronouncements and assess their impact on the company’s financial statements;

d.

Ask company management, the external auditor and the internal audit department about
significant risks and exposures and the plans to minimize such risks;

e.

Review any legal matters which could significantly impact the financial statements;

f.

Review the annual financial statements and determine whether they are complete and
consistent with the information known to Committee members and assess whether the
financial statements reflect appropriate accounting principles;

g.

Assess the impact of any complex or unusual transactions, such as restructuring charges
and derivative disclosures, on the company’s financial statements;

h.

Consider and judgments made in preparing the company’s financial statements, including
any valuation of assets and liabilities; warranty, product or environmental liability;
litigation reserves; and other commitments and contingencies;

i.

Meet with company management and the external auditor to review the financial
statements and the results of the audit;

j.

Assess the fairness of the preliminary and interim statements and disclosures, obtain
explanations from company management, the external auditor and the internal audit
department on whether:
i.

Actual financial results for the interim period varied significantly from
budgeted or projected results;

ii. Changes in financial ratios and relationships in the interim financial
statements are consistent with changes in the company’s operations and
financing practices;
iii. Generally accepted accounting principles have been consistently applied;
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iv. There are any actual or proposed changes in accounting or financial reporting
practices;
v. There are any significant or unusual events or transactions;
vi. The company’s financial and operating controls are functioning effectively;
and
vii. The preliminary announcements and interim financial statements contain
adequate and appropriate disclosures
[Note: the following provisions are only for public companies]
k.

determine how company management develops preliminary announcements, interim
financial information and analysts’ briefings; the extent of internal audit involvement; and
the extent to which the external auditor reviews such information; and
IV.

Other Duties
The audit committee shall:

a.

Review all reports provided to company management by the external auditor, in particular
those regarding the adequacy and effectiveness of the company's internal controls
("management letters" or "deficiency letters"), monitoring the company's implementation of
the recommendations included in such letters and reporting to the board on the adequacy of
such implementation;

b.

Review with the company's CFO the company's quarterly financial statements prior to their
presentation by company management to the board;

c.

Review the company’s system for monitoring compliance with law;

d.

Review the results of any investigation and action taken (including and disciplinary action)
by company management regarding any acts of fraud or financial non-compliance;

e.

Obtain regular updates from company management and legal counsel regarding
compliance with law; and

f.

Review, together with company management and any other parties that the Committee may
deem appropriate, the details of any investigation, review or inquiry made by any public
regulatory authority concerning the conduct of the company's activities or the preparation
of its financial statements, and report to the board the results of such review.
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E.

Powers

The audit committee may undertake such investigations as the audit committee deems
necessary to carry out its duties. The Committee may request and obtain whatever
information it requires from any employee of the company. All employees of the company
must promptly provide all requested information to the audit committee and must
cooperate fully in any audit committee investigations. The Committee may require
company management and employees to prepare written reports or to participate in
Committee meetings in order for them to provide information or advice to the Committee.
The audit committee may obtain external independent advice and assistance as they deem
advisable, including professional advice regarding accounting, audit and internal controls;
legal and regulatory matters; and corporate governance. The audit committee may retain
and compensate such professional service providers at the expense of the company.
F.

Committee Operating Principles

Each member of the Committee will always act in an impartial, independent and objective
manner, in the best interests of the company and in accordance with the company's articles
of association, charters and by-laws. If a Committee member becomes aware that s/he has,
or may have, a potential conflict of interest (as further described in the board charter), s/he
shall fully disclose such conflict or potential conflict to the board and shall recuse himself
from the Committee's consideration of such matter.
G.

Reviewing Audit Committee Effectiveness Against the Charter

The Committee, by itself or with the assistance of outside advisors, will annually assess its
effectiveness in performing its duties. Such annual assessment will include
recommendations of the Committee for improvements in this charter and in the conduct of
the Committee's activities. A report of the audit committee's effectiveness will be prepared
for delivery to the board and the annual general assembly. The results of the annual
assessment will also be presented by the Committee's chairman at a meeting of the board
and the board will adopt, reject or modify the recommendations of the Committee.
H.

Reporting

The Committee will provide the board with reports as provided in this Committee charter,
as the board may request or as the Committee decides appropriate. In any case, the
Committee will provide the board and the annual general assembly with an annual report
of its activities, including the results of the annual review of the Committee's effectiveness.
I.

Costs
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The costs of operation of the Committee, including costs associated with the contracting of
professional advisors to the Committee shall be evaluated and authorized by the board on
an annual basis, and in no event will be subject to the evaluation and approval of the
company's management.
J.

Meetings

The Committee will meet as often as necessary. The Committee shall meet at least quarterly.
Meetings may be conducted in person or via teleconference.
Meetings may be called at the initiative of the Committee's chairman or upon written
request to the chairman signed by two Committee members. The day, time and place of
each quarterly meeting shall be set out in the Committee's annual calendar of activities. The
chairman shall notify the members of the Committee of the day, time and place of any
additional meetings of the Committee at least five business days in advance. The chairman
will arrange for members of the Committee to receive an agenda and required background
materials at least five business days prior to any meeting. A quorum for Committee
meetings will require the presence (in person or via teleconference) of the chairman and at
least one other member of the Committee.
The Committee will meet at least once each year with each of the external auditor, the
company’s CFO and the company’s legal counsel, in each case in the absence of company
management and any other employees of the company:
K.

Minutes and Records

Minutes must be drawn up for every meeting of the Committee. The minutes will be signed
by the chairman of the Committee and the minute taker and then will be added to the
company’s records. Each member of the Committee shall receive a copy of the minutes at or
before the next meeting of the Committee.
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ANNEX 8: SAMPLE NOMINATIONS COMMITTEE CHARTER
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ANNEX 9: SAMPLE RISK POLICY COMMITTEE CHARTER
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ANNEX 10: SAMPLE BOARD EVALUATION FORM
Part I: Assessment Questionnaire on the Board
To be completed by each director on a confidential basis. Note that:
1 = Needs significant improvement
2 = Needs improvement
3 = Adequate
4 = Consistently good
5 = Outstanding
Section I: Authorities and General Information
2

3

4

 



 

1

2

3

4

 



 

3. Do you feel that the board understands its role, authority and

1 2
 

3


4 5
 

4. To what degree is the boards’ authority distinct from that of the CEO

1

2

3

4

 



 

1

2

3

4

 



 

1

2

3

4

 



 

1

2

3

4

 



 

1

2

3

4

 



 

1. Is the board focusing on protecting the interests of the company and

all of its members?

2. How would you rate the board's consideration of member value in its

decision-making process?
priorities?

and the general assembly in practice?

5. Does the board know and understand the company's values, mission

and strategic and business plans, and reflect this understanding on
key issues throughout the year?

6. How effective is the board in guiding and setting strategy?
7. Does the board have the tools to properly oversee the operational and

financial performance of the company?

8. Is the board doing a good job in evaluating the CEO?
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Comments:

Section II: Composition
9. Does the board have the right size, i.e. is the number of board

members consistent with the needs of the company?

10. How effective is the chairman’s leadership, both at the board and

committee levels?

11. Has the board designed, articulated and implemented policies

related to its composition (size, composition and mix of skills,
breadth of experience and other pertinent qualities)?

12. Is the board’s composition (in terms of competencies and mix of

skills) suited to its oversight duties and the development of the
company’s strategy?

13. How effectively does the board work together, for example is the

board effective as a team, or are directors encouraged to voice
dissenting opinions?

14. Do you feel that the company’s independent directors are truly

independent?

1

2

3

4

5

 



 

1

2

3

4

 



 

1

2

3

4

 



 

1

2

3

4

 



 

1

2

3

4

 



 

1

2

3

4

 



 

1

2

3

4

 



 

5

5

5

5

5

Comments:

Section III: Structure and Committees
15. Does the board have an appropriate number of committees?
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16. How effective do you believe the board’s committees to be, that is

do they provide useful recommendations allowing for better
decision-making, and do they consequently make board meetings
more efficient and effective?

17. Do you feel that members of the _______ committee have sufficient

expertise on ________ issues?

18. How well informed are non-committee members about the

committee’s deliberations?

1

2

3

4

5

 



 

1

2

3

4

 



 

1

2

3

4

 



 

5
5

Comments:

Section IV: Working Procedures
19. How well has the board identified, prioritized and scheduled key

1 2
 

3


4 5
 

20. Is information on the various agenda items provided to you well

1 2
 

3


4 5
 

1 2
 

3


4 5
 

1 2
 

3


4 5
 

23. Are the presentations given to you during the board meetings

1 2
 

3


4 5
 

24. Is the board meeting time appropriately allocated between board

1 2
 

3


4 5
 

issues that should be reviewed on a regular basis?

in advance of board meetings, allowing you to properly prepare?

21. Are you as a director receiving proper information for good

decision-making, i.e. is the information presented in a succinct
manner, are key issues and risks properly highlighted and do the
materials also contain annexes with relevant detail for further
study allowing you to understand and evaluate board agenda
items and take effective decisions?

22. Are board meetings conducted in a manner that ensures open

communication, meaningful participation and timely resolution of
issues?
sufficiently clear to make good decisions?

discussion and management presentations?
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25. Do you have sufficient access to key executives outside of board

1 2
 

3


4 5
 

26. Has the board identified the company’s key performance

1 2
 

3


4 5
 

1 2
 

3


4 5
 

28. Is the financial information presented in such a way as to highlight

1 2
 

3


4 5
 

29. Does the board, together with management, focus on major risk

1 2
 

3


4 5
 

significant risk issues that still have the potential under certain
circumstances to influence significantly or negatively the
company's performance?

1 2
 

3


4 5
 

31. Is the company's orientation program for new directors providing

1 2
 

3


4 5
 

meetings?

indicators to monitor management performance?

27. Does the financial information provided to you prior to board

meetings give you the necessary information to understand the
important issues and trends in the business?
these important issues and trends?

issues that could have a significant impact on the company?

30. Does the board have a system for auditing the other less

helpful information about board processes and the company?

Comments:

Section V: Duties and Liabilities
32. Have your duties of loyalty, care and business judgment been

sufficiently communicated to you?

33. Do the board members spend sufficient time learning about the

company's business and understand it well enough to provide
critical oversight?

34. Do you generally believe that board members ask appropriate, yet

challenging and critical questions of management?
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1
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35. Do directors disclose personal interests in transactions and abstain

from voting where appropriate?

36. Are you indemnified in any way?

1

2

3

4

5

 



 

1

2

3

4

 



 

5

Comments:

Part II: Assessment Questionnaire for the members of the board
Numbers to be entered into each box. To be completed by each director on a confidential
basis. Note that:

Self-assessment
Director 2
Director 3
Director 4
Director 5
Director 6
Director 7
Director 8
Director 9
Page | 91

CONFIDENTIAL

Overall
Contribution

Active
Participation

Team Player

Meeting
Preparation

Attendance

Integrity

Strategic Vision

Business
Judgment

Specific
Competency

Industry
Knowledge

Professional
Experience

1 = Needs significant improvement
2 = Needs improvement
3 = Adequate
4 = Consistently good
5 = Outstanding
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ANNEX 11: SAMPLE DISCLOSURE POLICY
C:\Documents and
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ANNEX 12: SAMPLE RELATED PARTY TRANSACTION POLICY
A.

Introduction

It is ______________’s [enter company name] (hereinafter “the Company”) policy that
related party transactions are conducted at arm’s length with any consideration paid or
received by the Company or any of its subsidiaries in connection with any such
transaction being on terms no less favorable than terms available to any unconnected
third party under the same or similar circumstances. The purpose of this policy is to set
out the procedures by which the Company or any of its subsidiaries may enter into a
related party transaction.
B.

Application of this Policy

This policy applies to the Company’s directors and senior managers. Related party
transactions constitute a conflict of interest within the meaning of the Company’s code
of corporate governance. This policy is not intended to conflict with any applicable laws
or regulations and if any such conflict occurs the requirements of the law or regulation
shall prevail.
C.

Review and Approval Procedures

Directors shall disclose to the board, through the company secretary, details of all their
other directorships and any shareholdings owned by them or members of their family.
Any changes to these notifications must be communicated promptly to the board of
directors through the company secretary.
It is the responsibility of each director and senior manager to promptly notify the board,
through the company secretary, of any proposed related party transaction as soon as
they become aware of it. It is the responsibility of a director or senior manager who is
involved in a proposed related party transaction to inform the board, through the
company secretary, and obtain approval prior to entering into the transaction.
Conflicted board members shall not participate in discussions on transactions in which
they are a conflicted party and abstain from voting on such issues
The board shall decide whether or not to approve the related party transaction involving
a director in the absence of that director.
D.

Identification of Related Party Transactions

For purposes of this policy, a “related party transaction” is a transaction between the
Company or any of its subsidiaries and any “related party”.
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“Related Party” includes the following:3
a.
b.
c.
d.
e.
f.
g.

The board members of the Company, its parent company, affiliated or sister
companies and associates.
A parent company and any subsidiary or affiliated company that is not wholly
owned.
The CEO or General Manager, and key officers, including anyone who directly
reports to the board or the CEO.
Any significant shareholder having the ability to control, or exercise a significant
influence on, the outcome of resolutions voted on by shareholders or directors of
the Company, its parent company, affiliated or associated companies.
The father, mother, sons, daughters, husband, or wife of any of the natural persons
listed in Clauses (a, b and c).
Any business, and the directors, CEO and key officers of any business, in which
the natural persons listed in paragraphs (a) to (e) own jointly or severally at least
20% of the voting rights.
Any person whose judgment or decisions could be influenced as a consequence of
an arrangement or relationship between or involving themselves and any of the
persons in paragraphs (a) to (f).

A “significant shareholder” of the Company is one who owns, or controls, or has the
ability to exercise or influence the voting rights of, 5% or more of the shares of that
company. “Immediate family” includes a person’s parent, grandparent, child, brother,
sister, aunt, uncle, cousin, nephew, niece, spouse, widow or in-law.”
E.

Disclosure

The Company shall report to its shareholders in its annual report and accounts on all
related party transactions to the extent required by applicable laws or regulations. If the
law so requires, the prior approval of shareholders will be sought for any proposed
related party transaction.
F.

Policy Review

The audit committee shall review and assess the adequacy of this policy at least
annually and recommend for approval by the board any changes it considers are
needed.

3

This definition of related parties is intended to be consistent with the definition in IAS 24. In paragraph (d) the Company will
generally interpret a significant influence as meaning owning or controlling more than 10% of the voting rights. Ownership or
control of more than 20% of the voting rights is definitely a significant influence. In paragraph (f) “business” includes joint
ventures.
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