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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
For the quarter ended 30 June 2012, FRC has carried out 28 Annual Report reviews consisting of 19 full reviews and 9 follow up reviews.
These 28 reviews comprised were from the main categories as shown in the table below:
	Type of Entity
	Quantity

	Official listing on the Stock Exchange of Mauritius (OL)
	5

	Development and Enterprise Market (DEM)
	6

	Other Public Interest Entities (PIE)
	16

	State Owned Enterprises (SOEs)
	1

	Total
	28


Two Annual Reports were for the year ending December 2010 and the others were for the year 2011. As such all the companies were subject to compliance with the requirements of the amended Section 75 of the Financial Reporting Act 2004.
3.0    FRC’s Findings
3.1 Submission of Corporate Governance Report 
An analysis of the 28 Annual Reports revealed that: 
(i) 11 Annual Reports did not contain a corporate governance report. Only two entities explained the reasons for non-compliance. 
(ii) 8 Annual Reports projected complete corporate governance report which complied fully with the relevant requirements of the CCG (5 OL, 2 DEM and 1 PIE).

(iii) For the remaining 9 Annual Reports, the corporate governance report contained therein depicted part compliance with the Code.
3.2     Non 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
	4

	Section 3 – Board Committees
	4

	Section 5 – Risk management, Internal Control and Internal Audit
	7

	Section 6 – Accounting and auditing
	4

	Section 7 – Integrated Sustainability Reporting
	1

	Section 8 – Communication and Disclosure
	3

	Total No of Non compliances
	23


Non-compliance has been observed in all of the above Sections. However, as it can be noted, Section 5 - Risk management, Internal Control and Internal Audit is still a grey area for entities to comply with as compared to the other Sections of the Code.
(i) With regards to Section 2, non-compliances were noted in respect of balance of directors on board and disclosure of remuneration per directors.

(ii) Concerning Section 3 - Board Committee, non compliances were noted in respect of the composition of the audit committee where the chairman did not have substantial accounting or financial experience and there was no Corporate Governance Committee and no Board Risk Committee. These non compliances have been noted from the review of the SOE. One PIE has not stated the terms of reference for the corporate governance committee and the nomination committee.
(iii) Non-compliances with Section 5 were mainly about risk management such as risk management policies, internal control and internal audit.
The particulars of non compliances were:
· Section 5.1.7: Risk management should include the reporting, consideration and the taking of appropriate action on the risk exposure of the organisation in operational risk, human resources risk, technology risk, business continuity risk, financial risk, compliance risk and last but not least reputational risk.
· Section 5.2.4: The board should also ensure that, as part of its internal control procedure, the company has an effective mechanism in place which facilitates and encourages the reporting of any lack of, or breach of internal controls and any unethical or irregular behaviour concerning the company.

· Section 5.2.11: The description of the methods used by the board to discharge its responsibility for internal control
· Section 5.3.5: The internal audit function is responsible for providing assurance to the board regarding the implementation, operation and effectiveness of internal control and risk management. The internal audit function is not responsible for the implementation of controls, the management and mitigation of risk. This responsibility remains with the board and operational management.
· Section 5.3.16: The Statement of Directors’ Responsibilities for Internal Control shall state whether or not the board has established an internal audit function.

(iv) In Section 6 of the CCG, it was noted that details of non audit services were not disclosed. 
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) Concerning Section 8, information such as disclosures with respect to directors’ responsibilities as well as detailed timetable of important events was not complied with. 
Section 8.4 of the Code provide for compulsory disclosure of certain information in the corporate governance report of a Public Interest Entity. In that respect, the following requirements were not complied with:

· Material clauses of the company’s constitution;
· Important aspects of any shareholders’ agreement which affects the governance of the company by the board; and
· Senior management team & Time table specifying important events.
(vi) A very important aspect of the integrated sustainability reporting is that of carbon reduction commitment. It was noted that only 1 company did not comply with this important aspect of corporate governance which implies that now companies in Mauritius are becoming more environmentally aware and conscious of their behaviours and impact on the environment.
3.3     Auditors to report on Corporate Governance
FRC noted that only 2 auditors have not complied with the requirements of the provision of Section 39 (3) of the Financial Reporting Act 2004 which states that “where, in the annual report of the entity, the directors disclose the extent of compliance with the Code of Corporate Governance, the auditor shall report whether the disclosure is consistent with the requirements of the Code.”
4.0
Conclusion

It is a good point to note that the Annual Reports of the 9 entities which were subject to a follow-up review contain a corporate governance report. This gives the signal that the PIEs are now aware of the benefits of having good corporate governance.

However, more commitment would be required from directors of companies when it can be seen that 11 entities out of 20 have not complied with the amended Section 75 of the Financial Reporting Act 2004. FRC is relying on the auditors to report in pursuant to Section 39(3) of the Financial Reporting Act 2004. 
FRC will continue to communicate to the entities, and auditors alike, about the requirements of the Corporate Governance, the FR Act and the compliance requirements. 
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