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1.0
Review of Corporate Governance 
Compliance with the Code of Corporate Governance (CCG) has been made mandatory following the amendments of the FR Act in the year 2009. The revised Section 75 of the Financial Reporting Act 2004 requires Public Interest Entities to adopt corporate governance in accordance with the National Code of Corporate Governance. Any entity that does not adopt corporate governance is required to explain its reasons for non-compliance in its annual report, as well as in any financial statement or report which it is required to prepare.

The above amended Section 75 of the Financial Reporting Act 2004 is effective for accounting periods beginning on or after 30 July 2009.

2.0
An overview 
During the quarter ending 31 December 2012, FRC has carried out 36 Annual Report reviews. 

The 36 reviews can be analysed as follows:

	Type of Entity
	Quantity

	Official listing on the Stock Exchange of Mauritius (OL)
	4

	Other Public Interest Entities (PIEs)
	32

	Total
	36


The financial year end of the Annual Reports reviewed were spread and consisted of 3 March, 12 June, 1 August, 1 September and 19 December year end Financial Statements. It can be noted that more than half of the Annual Reports were of December year end.

3.0    FRC’s Findings
3.1 Submission of Corporate Governance Report 
An analysis of the 36 Annual Reports revealed that: 
(i) 8 Annual Reports complied fully with the relevant requirements of the CCG.
(ii) 19 Annual Reports complied only partly with the relevant requirements of the Code.

(iii) The remaining 9 Annual Reports did not contain a corporate governance report. Only one entity explained the reasons for non-compliance. All of these entities were non-listed PIEs.
Of the 36 annual reports, 3 were from companies listed on the Stock Exchange of Mauritius. 

The remainder were all non-listed Public Interest Entities.

3.2     Part Compliance with Requirements of Code
The non compliances can be analysed in terms of the relevant sections of the CCG, as follows:

	Section of CCG
	No. of Non compliances

	Section 2- Boards and Directors
	23

	Section 3 – Board Committees
	7

	Section 5 – Risk management, Internal Control and Internal Audit
	11

	Section 6 – Accounting and auditing
	8

	Section 7 – Integrated Sustainability Reporting
	8

	Section 8 – Communication and Disclosure
	6


(i) Almost 40% of the total non-compliances were noted in Section 2 of the Code. The composition of the board and the role and responsibilities of directors are important issues for good governance. According to the King II Report, the key challenge for good corporate citizenship is to seek an appropriate balance between enterprise (performance) and constraints (conformance). Therefore, it is important for firms to have a properly constituted board with directors having appropriate experience in their relevant field who all contribute towards the advancement of the organisation, not only for the benefit of the shareholders, but also for the benefit of all other stakeholders.
(ii) The second area where most of the non-compliances were noted was Section 5 of the Code – Risk management, internal control an internal audit. How can an organisation survive and meet the objectives of its stakeholders if risks are not properly managed and mitigated, if not eliminated. Risk management and controls is a very important aspect of corporate governance and follows from having a board which has an appropriate mix of experience, expertise and professionalism.
(iii) Integrated sustainability reporting focus on relating the achievements of a non-financial nature with the objectives / strategies of the enterprise in both short and long term. In so doing, the organisation needs to consider issues like code of ethics, health, safety and the environment.
(iv) 8 non compliances were noted with respect to Section 6 of the Code whereby entities failed to provide details of non-audit services although there were indication that such services (i.e. non-audit) have been provided.

Provision of non-audit services may impact on the auditors’ objectivity and independence. Sufficient and relevant disclosure in the financial statements about the nature and level of non-audit services provided by the auditor will contribute towards users’ confidence in the information contained in the financial statements.
(v) Board committees can help to effectively advance the business of the enterprises. At the same time, committees can demonstrate that directors’ responsibilities are being adequately and properly discharged. A board committee is a mechanism that assists the board and its directors in giving detailed attention to specific areas of their duties and responsibilities in a more comprehensive evaluation of specified issues.

(vi) Communication and disclosure – communication is vital to ensure that the company is seen as valuing its role in society
3.3     Amendments to the Financial Reporting Act 2004
The Economic and Financial Measures (Miscellaneous Provisions) Act 2012 brought about certain changes in the Financial Reporting Act.

Following the amendment, a public interest entity now means:

1.
 Entities listed on the Stock Exchange of Mauritius 

2. 
Financial institutions, other than cash dealers, regulated by the Bank of Mauritius 

3.
 Financial institutions regulated by the Financial Services Commission, from the following categories – 

(a) 
insurance companies, other than companies conducting external insurance business, licensed under the Insurance Act; 

(b) 
collective investment schemes and closed-end funds, registered as reporting issuers under the Securities Act; 

(c) 
CIS managers and custodians licensed under the Securities Act; 

(d) 
persons licensed under section 14 of the Financial Services Act to carry out leasing, credit finance, factoring and distributions of financial products to the extent that the services supplied are by retail. 

4. 
Any company or group of companies having, during 2 consecutive preceding years, at least 2 of the following – 

(a) 
an annual revenue exceeding 200 million rupees; 

(b)
 total assets value exceeding 500 million rupees; 

(c) 
a number of employees exceeding 50.
Furthermore, Section 75 (3), as amended now states that “Every public interest entity under subsection (2) shall submit to the Council a statement of compliance with the Code of Corporate Governance and where there is no compliance, the statement shall specify the reasons for non-compliance.”
4.0
Conclusion

FRC noted that 9 companies out of 36, representing 25%, did not submit a corporate governance report. Corporate governance, it must be remembered, is not only about the shareholders, but also about the other stakeholders including the public, the government, the employees and society at large. It is about the achievement of balanced economic, social and environmental performance.

FRC observed that many entities that do not provide a corporate governance report used the excuse that all the shareholders are represented on the board. This is not a plausible reason. Entities should show how the alternative model being adopted contributes towards good governance.

Good corporate governance contributes towards the success of the company and it is important that all organisations resort to the principles of Corporate Governance in managing their businesses. Not only will the entity achieve its objectives, but all the other stakeholders will benefit. 
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