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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 effective for Annual Report year ending on or after 31 July 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.
Now that FRC is reviewing Annual Reports year ending 2001, all the entities ought to have complied with the revised Section 75 of the Financial Reporting Act 2004.
2.0
An overview
For the quarter ended 30 September 2012, FRC has carried out 38 Annual Report reviews consisting of 36 full reviews and 2 follow up reviews.
These 38 reviews can be classified in the following categories:

	Type of Entity
	Quantity

	Official listing on the Stock Exchange of Mauritius (OL)
	10

	Development and Enterprise Market (DEM)
	5

	Other Public Interest Entities (PIE)
	23

	Total
	38


The Annual Reports reviewed during the period under consideration relate to 2011 year end and were spread as follows – March, June, September and December.

3.0    FRC’s Findings
3.1 Submission of Corporate Governance Report 
Out  of the 38 Annual Reports reviews, 
(i) 12 Annual Reports complied fully with the relevant requirements of the CCG.
(ii) 14 Annual Reports complied only partly with the relevant requirements of the Code.

(iii) The remaining 12 Annual Reports (all other PIEs) did not contain a corporate governance report. Only one entity explained the reasons for non-compliance. 
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
	9

	Section 3 – Board Committees
	5

	Section 5 – Risk management, Internal Control and Internal Audit
	1

	Section 6 – Accounting and auditing
	6

	Section 7 – Integrated Sustainability Reporting
	3

	Section 8 – Communication and Disclosure
	17

	Total No of Non compliances
	41


(i) Section 8 – Communications and disclosure- is the area where most of the non-compliances have been noted. The particular aspects of this section that requires attention are:

(a) Main terms of reference of board committee; and

(b) Detailed time-table specifying important events.
 Note that Section 8.4 of the Code provide for some compulsory disclosures by entities.
Other non-compliances noted relate to:

· The directors responsibility to prepare financial statements;

· Directors profile and the category in which they fall;

· Material clauses of the company’s constitution;

· Share price information

(ii) With regards to Section 2, non-compliances were noted in respect of balance of directors at board level concerning:

(a) The appointment of independent directors; and

(b)  Details of remuneration paid to each director
These are important issues that need to be addressed by some entities.

(iii) Concerning Section 3 – the requirement of the Code is that the Chairperson should not be a member of the audit committee. However, FRC noted that this was not the case in 2 instances.

(iv) 6 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.
The need to disclose the nature of non-audit services is important because there are certain non-audit services which are prohibited as per the IFAC Code of Ethics.
(v) A very important aspect of the integrated sustainability reporting is that of carbon reduction commitment. It was noted that 3 companies did not comply with this important aspect of corporate governance.

3.3     Auditors to report on Corporate Governance
Paragraph 75 (ii) of the FR Act states that every public interest entity shall subject to S6 A (5) of the Statutory Bodies (Accounts and Audit) Act, adopt corporate governance in accordance with the NCCG.

Furthermore Paragraph 39 (1) (b) (i) of the Financial Reporting Act states that where an auditor makes a report on the financial statements of an entity which he has audited, he shall express a clear written opinion in his report, giving details as to whether the financial statements comply with this Act. 

Paragraph 12 of ISA 250 is of particular relevance as it requires the auditor to consider compliance with laws and regulations as follows:

 “As part of obtaining an understanding of the entity and its environment in accordance with ISA 315,  the auditor shall obtain a general understanding of: 

(a) The legal and regulatory framework applicable to the entity and the industry or sector in which the entity operates; and 

(b) How the entity is complying with that framework.”
Based on the above, it is clear that if an entity has not complied with the requirement of the Code (which is now a legal requirement), an auditor has to draw the attention of the users of accounts to that effect. However, FRC note that in 2 cases, the entities did not submit a corporate governance report and the auditor did not draw the attention of the users of the accounts.

4.0
Conclusion

As it can be noted, 12 companies out of 38 did not submit a corporate governance report. The adoption of corporate governance can only benefit companies as good governance means good management and hence attainment of company goals and maximisation of shareholders wealth. Some of the advantages of corporate governance are:

· It helps in creating goodwill and enhances market reputation. Research has shown that those entities that embrace corporate governance enjoys good reputation on the market and so attract customers. The absence of good governance will spoil the image of the company.

· Corporate governance ensures the system of checks and balances in an organisation by ensuring self discipline, market discipline and regulatory discipline. For their self interest, directors can take excessive risks. Corporate governance is an important tool to check the level of risk appetite of an organisation and how it is managed.
· Talented workforce is a human capital and is considered as competitive advantage by an organisation. The ability of an organisation to attract and retain good people is imperative for its success. Corporate governance helps in this objective as there should be proper management of people. Managing a business is first of all managing people which are considered as productive assets.
· Directors come up with different expertise, qualifications and experiences. It is important to train the directors as they are an integral part of the organisation and the decision making process. Therefore the success or failure of an organisation is largely dependent upon them. 

Hence adoption of corporate governance is imperative for the success of any organisation.
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