FINANCIAL REPORTING COUNCIL

Bulletin on Corporate Governance
for the period from April to September 2011

1.0
Review of Corporate Governance 
By virtue of Section 5 (g) of the Financial Reporting Act 2004, the FRC carries out  review of Annual Reports of Public Interest Entities (PIEs) to ensure, among others, compliance with the requirements specified in the Code of Corporate Governance and in any other guidelines issued by the National Committee of Corporate Governance.

Section 75 of the Financial Reporting Act 2004 (“FRA”) 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 section of the FRA is effective for accounting periods beginning on or after 30 July 2009.

Ensuring compliance with the requirements of the Code of Corporate Governance forms an important function of FRC.
2.0
An overview

During the period from 01 April to 30 September 2011, the FRC has completed the review of 55s PIEs as follows:
	Sectors
	Total no of reviews
	No of full reviews
	No of follow-up reviews
	Type of PIEs

	
	
	
	
	Listed PIEs
	Non-Listed PIEs

	
	
	
	
	Public
	Public
	Private

	Banking
	5
	5
	-
	-
	1
	4

	Insurance
	3
	1
	2
	2
	-
	1

	Commerce
	16
	13
	3
	4
	1
	11

	Investment
	6
	4
	2
	6
	-
	-

	Leisure and Hotels
	3
	1
	2
	2
	-
	1

	Services
	10
	9
	1
	2
	1
	7

	Sugar
	2
	 
	2
	2
	-
	-

	Textile and Manufacturing
	10
	9
	1
	2
	-
	8

	Total
	55
	42
	13
	20
	3
	32


The review has been split into two: Full review and Follow-up review. Annexes 1 and 2 give some indication of the level of compliance by PIEs with the Code of Corporate Governance:

Full Review (See Annex 1)
From the table it is clear that, out of 42 full reviews conducted, only 11 entities fall within the category whereby compliance became mandatory with the Code of Corporate Governance as per S75 of the FRA. Out of the 11 entities, only 6 of them complied fully with the code and the remaining 5 complied partly.

The remaining 31 companies, reviewed by the FRC, were not required to comply with the requirements of the Code of Corporate Governance since their year end started before 30 July 2009. Only 5 of these entities submitted a Corporate Governance Report and complied partly with the requirements.
Follow-up Review (See Annex 2)
13 follow up reviews were carried out from the period between April 2011 to September 2011 and they were all listed companies. 7 entities complied fully with the requirements of the Code of Corporate Governance, 4 complied partially and 2 did not submit any Corporate Governance Report, nor explained their reasons thereof. These companies are DEM companies and so there was no requirement to submit a Corporate Governance Report as is the case for those companies on the official market of the Stock Exchange of Mauritius. Furthermore, the financial year end for both of these companies are 30 June 2010 and so there was no legal requirement to submit the Report.
9 entities were legally compelled to submit a Corporate Governance Report in accordance with S75 of the FRA and they all submitted the report. Of these entities, 6 complied fully and 3 complied partly with the requirements of the Code. 

3.0
Non-Compliances
	Corporate Governance Issues
	Number of 

Companies 

Not Complying

	
	Full Review
	Follow-up Review

	Number of times met and attendance of directors at board committees
	1
	-


	Details on risk management
	4
	1

	Details of non-audit services
	3
	-

	Profile of directors and management
	1
	-

	Directors responsibilities for financial statements and accounting records and the Code
	1
	1

	Detailed remuneration on an individual basis
	6
	3

	Main terms of reference of board committees as well as its composition
	1
	3

	Chairman of audit committee should be an independent NED and should not be chairperson of the board
	1
	-

	Strong presence of Executive management at board level
	1
	1

	Internal audit
	4
	1

	Statement of directors responsibilities for internal control
	1
	1

	Statement as to whether internal audit function has been established
	1
	-

	Profile of senior management
	1
	-

	Appropriate balance of Executive, Non-executive and independent directors at board level
	2
	2

	Policies and practices with respect to environment, health, safety and social issues
	3
	-

	Directors’ responsibilities for risk management
	1
	-

	Statement of remuneration philosophy
	5
	2

	Section 8.4 disclosures
	1
	-

	Total Number of non-compliances
	38
	15


Full Review
Out of the 10 entities that complied partly with the requirements of the code, the areas of non compliance vary and were as follows:

· Detailed remuneration of directors on an individual basis. Many entities treat this as sensitive information.
· The second most non-complied issue noted was that of risk management and internal audit. This is judged as being more serious than any other non-compliance observed during the period under review. Every organisation is exposed to risk in one form or the other. The risk might affect the ability of the organisation to attain goals and aspirations. Management of risks is a very important aspect of an organisation. The need to mitigate the negative consequences on the results of the entity is important for the following reasons:

· It becomes very important to asses all the risks that may affect the operation effectiveness; 
· To evaluate all the risks and adopt mitigating factors; 
· To disclose all the risks and the financial impacts.

· The third mostly not complied with issue was that of provision of details of non-audit services and also policies and procedures with respect to environment, health and safety and social issues.
Follow-up Review
With respect to follow up reviews, it is noted that overall the compliances were good and firms are improving in their subsequent reports. Detailed remuneration of directors and main terms of reference of board committees as well as their compositions are the issues that are mostly not complied with.
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