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PREFACE AND BACKGROUND

In the GLC Transformation Manual, launched on 29 July 2005, the Putrajaya Committee on GLC
High Performance (PCG) put in place a framework to guide GLC Transformation. One of the
main policy thrusts in this framework is the need to upgrade the effectiveness of GLC Boards.

The PCG is setting an imperative for GLC Boards to truly raise their effectiveness: to structure
high-performing Boards, to ensure effective day-today Board operations and interactions, and to
fulfill their fundamental roles and responsibilities at best practice levels.

The purpose of this document — the SURIAGROUP BOARD CHARTER which had been drafted
based on the “Green Book” is to help the Boards within SURIAGROUP to do this.

The SURIAGROUP BOARD CHARTER is consistent with and complements the Malaysian Code
of Corporate Governance by emphasising the performance aspects of Boards. It is not intended
to be a comprehensive restatement of best practices, but is designed to be a helpful ‘stand-alone’
document that deals with some key conformance aspects of SURIAGROUP Boards and their
Directors. It is also intended to be a ‘living document’ and so will be amended and updated as
needed.

The SURIAGROUP BOARD CHARTER had been drafted and adopted for the purpose of
providing guidelines to the Board in improving their effectiveness.

Page 4 of 71



EXECUTIVE SUMMARY

The SURIAGROUP BOARD CHARTER focuses on the biggest challenges that the Boards face
and sets guidelines for the Boards to adhere to with the overall objective of raising the Boards
effectiveness. To be effective, Boards must progress from just ‘conforming’ to also ‘performing’.

Chapter One sets out the guidelines structured along the three main components of an effective
Board:

1. Structuring a high-performing Board that is led by a Chairman with strong leadership
skills, who is respected by all Directors, and able to manage discussions among Directors
with differing styles and personalities. The Board should preferably be no larger than 10,
and have a balanced composition — with at least one-third of the Board made up of
Independent Directors, and up to two Directors (with a maximum of 30% representation)
from management. However, it is important that each Director has real commercial
experience, specific industry or functional knowledge, which meets the company’s unique
context and requirements. Nomination and selection of Directors should follow a
disciplined and objective process, with clear and appropriate selection criteria. Boards
should develop and implement improvement programs as part of the outcome of the
annual Board and Director evaluation process.

2. Ensuring effective Board operations and interactions are predicated on a clear
mandate that is aligned to the company’s overall priorities. Directors need to function as
a cohesive team so that individual Directors strengths can be fully used as a resource for
the benefit of the collective Board and the company. Further, there needs to be a strong
trust-based relationship between the Board and management, with the Board
constructively challenging, and, at the same time supporting management. Management,
in turn, is expected to report to the Board in a similar spirit and fashion. Streamlined
logistics are also required — for example, pre-set calendars, agendas that focus on critical
issues, and concise Board information that is distributed with sufficient notice.

3. Fulfilling fundamental Board roles and responsibilities. The Boards should move
away from getting involved in operational details, and refocus their attention to the
Board’s fundamental roles and responsibilities: strategy setting, corporate performance
management, development of future leaders and human capital, and risk management.
Boards need to co-own the corporate strategy with management by being active in the
development of the strategy and by setting performance targets. Once the company’s
goals and target KPIs have been jointly agreed, Boards need to intensify the corporate
performance management to ensure that these are achieved. Increasingly, and
particularly so for SURIAGROUP Boards need to be more engaged in the development
of the company’s leadership pool and in the succession, termination and hiring of CEOs.
As companies grow in size and complexity, the Board has a bigger task to understand
and manage the company’s risks. In fulfilling these roles and responsibilities, the Board
should adopt a shareholders’ perspective, while balancing all valid stakeholder interests.

Chapter Two provides practical suggestion for SURIAGROUP Boards on how to raise their
overall effectiveness, including examples of practices that Boards can adopt. The chapter is
structured in a question and answer format, selected to address important issues common to
many Boards as well as the issues that the Boards believe are most difficult to overcome.

Improving the effectiveness of the Boards to best practice standards is a continuous journey,
SURIAGROUP is setting an imperative that all the Boards within the Group assess their current
level of Board effectiveness and then develop, and begin to implement, an actionable
improvement program immediately.
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Chapter Three provides a guide for SURIAGROUP Boards on how to conduct an assessment of
the Board effectiveness and develop an actionable improvement program.

The Chairman of the Board is responsible for ensuring this implementation effort. Boards can
choose to conduct the assessment themselves or seek external support to facilitate the process.

The Boards are encouraged to seek external support to facilitate this process — particularly if this
is the first time that any form of Board assessment has been conducted. It is often very difficult to
self-diagnose and identify weaknesses and an external board governance consultant can provide
objectivity while also sharing ideas and assisting Boards to develop an effective improvement
program.

Once the Board Effectiveness Assessment (BEA) has been conducted, and the improvement
program developed, it is important that sufficient follow-through is carried out. Boards are
encouraged to schedule time in Board meetings to review the program — at least every 6 months
— and the Chairman (or a designated Director) should lead this discussion. Based on the
feedback of the Board, and inputs from the annual Director and Board evaluation, the program
should be refined to ensure continuous Board improvement over the longer term.

Suria Capital Holdings Berhad’s Board of Directors will monitor that the respective Board within

the Group has completed its Board Effectiveness Assessment, developed its improvement
program, and begun implementation of this program.
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CHAPTER 1: GUIDELINES FOR SURIAGROUP BOARDS

For SURIAGROUP Boards to truly raise their effectiveness, they should ensure that the three
main components of an effective Board are in place:

1. Structuring a high-performing Board

2. Ensuring effective day-to-day Board operations and interactions

3 Fulfiling the Board’s fundamental roles and responsibilities to best practice
levels.

This chapter sets out the best practice standards that all SURIAGROUP Boards should strive for
and then adhere to. It is important to note that these guidelines describe the best practice for
Boards of companies that are in ‘steady state’. Being in crisis mode or in a period of early
development will affect the role of the Board and the best practice standards it can adopt.

All guidelines should be pursued in totality and Boards should avoid selecting just a few to
implement.

Exhibit 1.1

Components of an effective Board

1. Structuring a high i =  Structure the Board to match the company’s requirements
performing Board = Defines committees’ role, structure and composition to

complement the Board'’s requirements
=  Selects and nominates Directors using a disciplined process
= Evaluates the Board as a whole and each Director regularly

2. Ensuring effective Board = Makes every Board meeting productive

operations and interactions | =  Ensures that quality and timeliness of all Board information

=  Builds trust via positive Board interaction dynamics and open
communication within the Board and with management

3. Fulfilling the Board’s | = Contribute to developing corporate strategy and setting of targets
fundamental roles and i = Upholds a strong corporate performance management approach
responsibilities = Oversees development of the company’'s future leaders and

human capital
= Understands and manages the company’s risks
= Adopts a shareholders’ perspective when making decisions
= Balances valid stakeholder interests
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1. BOARD STRUCTURE

Board structure and composition is the foundation of Board effectiveness. Unless and until the
Board has a strong foundation, it will be challenging, if not impossible, for it to make significant
improvements in its effectiveness.

1.1 Structure the Board to match the company’s requirements

Every company operates within a specific and unique context, which is determined by its current
situation, its aspirations and its priorities. The structure and composition of its Board, therefore,
must reflect this context. However, there are some common principles that apply to all Boards.

For listed companies, the composition of the Board is governed by Paragraph Part B (Chapter 15)
of Bursa Malaysia Listing Requirements whereas the rules relating to their appointment and
remuneration are prescribed under Part K (Chapter 7) of the Listing Requirements.

1.1.1 Board is preferably no larger than 10 Directors

There must be a sufficient number of Directors to ensure that the Board can effectively
discharge its role and responsibilities. At the same time, the size must be contained so
that the Board does not become too large and unwieldy, which could then compromise
Board dynamics and the accountability of individual Directors.

Every Board within SURIAGROUP should be no larger than 10 Directors. However, it is
also acknowledged that some may have legitimate reasons to warrant a larger Board.
Therefore, where a Company can demonstrate and disclose such rationale, the Board
can be up to 12 Directors. Some examples of such rationale include where the
Company’s business or company structure is more complex in terms of size, scope or
geography and so the Board requires a wider range of specific expertise or the Board has
a greater number of appropriate committees (for example Risk, Credit and Tender
Committee) or has a legitimate increase in the number of its Executive Directors and
needs to re-balance the Board with more Independent or Nominee Directors.

1.1.2 Board composition is balances — no more than two Executive Directors and
at least one-third of Board is independent

There must be a balance in the Board between independent Directors, representation
from management and representation from major shareholders. As defined in the
Malaysian Code of Corporate Governance, and reinforced through Bursa Securities
Listing Requirements, that in respect of a listed Company, the higher of two Directors or
one-third of the Board must be independent. However, significant shareholders should
also be adequately represented — usually in proportion to the size of their investment —
via Nominee Directors.

There should also be up to two Executive Directors, with a maximum of 30%

representation, on the Board to maintain links between management and the Board.
These Executive Directors should complement each other's areas of knowledge and
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expertise within the business, collectively represent the key business areas of the
company and might include a potential successor to the CEO.

In some exceptional company-specific circumstances, a third Executive Director can be
added to the Board. These circumstances include where additional complementary skills
are required to those possessed by existing Executive Directors or where two potential
successors to the CEO (rather than one clear) have been identified.

All appointments should be subject to the candidate possessing the skills and
experiences that are expected of GLC Directors (refer to Guideline 1.1.4). It is better to
leave a seat empty, rather than fill it with a candidate who do not meet these
requirements.

A Board with a balanced composition will ensure that no individual or small group of
individuals will dominate decision-making.

1.1.3 Clear separation of Chairman and CEO

The Chairman is largely responsible for creating the conditions required for the
effectiveness of the overall Board and individual Directors, both inside and outside the
Boardroom - including the appropriate balance of power, level of accountability and
independent decision making. Even though there have been successful examples of
individuals performing the combined role of Chairman and CEO, the PCG and the Code
recommend that these roles remain separate and distinct.

The boundaries between Chairman and CEO should be clearly defined and reviewed if
there are significant changes to the company’s strategy, operations, performance or
management. In any case, they should be reviewed at least every 2 to 3 years.
1.1.3.1 THE ROLE OF THE CHAIRMAN
The Chairman’s role is a key one within the Company. The Chairman is
considered the “lead” Director and utilises his/her experience, skills and
leadership abilities to facilitates the governance processes.

There are two main aspects to the Chairman’s role. They are the Chairman’s
role within the boardroom and the Chairman’s role outside the boardroom.

1.1.3.1.1 Inside the Boardroom
Inside the boardroom, the role of the Chairman is to:

1. Establish the agenda for Board meetings in consultation with the
CEO and Company Secretary;

2. Chair Board meetings;

3. Be clear on what the Board has to achieve, both in the long and
short term;

4. Provide guidance to other Board members about what is expected of
them;

5. Ensure that Board meetings are effective in that:
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- the right matters are considered during the meeting (for example,
strategic and important issues);

- matters are considered carefully and thoroughly;

- all Directors are given the opportunity to effectively contribute;
and

- the Board comes to clear decisions and resolutions are noted,;

6. Brief all Directors in relation to issues arising at Board meetings;

7. Ensure that the decisions of the Board are implemented properly;
and

8. Ensure that the Board behaves in according with its Code of
Conduct;

1.1.3.1.2 Outside the Boardroom
Outside the boardroom, the role of the Chairman is to:

1. In conjunction with the CEO, undertake appropriate public relations
activities;

2. Be the spokesperson for the Company at the AGM and in the
reporting of performance and profit figures;

3. Be the major point of contact between the Board and the CEO;

4. Be kept fully informed of current events by the CEO on all matters
which may be of interest to Directors;

5. Regularly review with the CEO, and such other senior officers as the
CEO recommends, progress on important initiatives and significant
issues facing the Company; and

6. Provide mentoring for the CEO;
1.1.3.2 THE ROLE OF THE CHIEF EXECUTIVE OFFICER

The Chief Executive Officer (CEO) is responsible for the attainment of the
Company’s goals and vision for the future, in accordance with the strategies,
policies, programs and performance requirements developed and approved by
the Board. The position reports directly to the Board.

The CEOQ’s primary objective is to ensure the ongoing success of the Company
through being responsible for all aspects of the management and development of
the Company. The CEO is of critical importance to the Company in guiding the
Company to develop new and imaginative ways of winning and conducting
business. The CEO must have the industry knowledge and credibility to fulfil the
requirements of the role.

The CEO will, as and when the size, nature and scale of the Company’s activities
requires it, manage a team of executives responsible for all functions contributing
to the success of the Company.

The CEQ’s specific responsibilities will include:
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= Develop, in conjunction with the Board, the Company’s vision, values, and
goals;

= Responsibility for the achievement of corporate goals and objectives;

= Development of short, medium and long term corporate strategies and
planning to achieve the Company’s vision and overall business objectives;

= Preparation of business plans and reports with the senior management;
developing with the Board the definition of ongoing corporate strategy;
implementing and monitoring strategy and reporting/presenting to the Board
on current and future initiatives;

= Advise the Board regarding the most effective organisational structure and
oversee its implementation;

= Assessment of business opportunities of potential benefit to the Company;

= Responsibility for proposals for major capital expenditure to ensure their
alignment with corporation strategy and justification on economic grounds;

= Sustain competitive advantage through maximising available resources,
encouraging staff commitment and strategically aligning the corporate culture
with the organisation’s goals and objectives;

= Establish and maintain effective and positive relationships with Board
members, shareholders, customers, suppliers and other government and
business liaisons;

= Undertake the role key Company spokesperson;

= Recommend policies to the Board in relation to a range of organisational
issues including delegation of authority, consultancies and performance
incentives;

1.1.4 Skills and experiences in line with company’s requirements

Each Director should have relevant knowledge and skills — which could come from a
combination of their industry, functional or management experience and the right mindset
to effectively contribute to the Board.

With the evolving strategic, operational and geographical priorities of SURIAGROUP.
Boards now require new types of expertise. In particular, SURIAGROUP require
Directors who have commercial experience in running or leading operations or specific
functional skills such as marketing, and change management. These Directors also need
to understand, and be sensitive to, the national development objectives of
SURIAGROUP.

Overall, Directors should be selected based on the company’s requirements — taking into
account current needs, stage of development and aspirations. While not every Director
will possess all the necessary and relevant skills and experience, the collective Board
should adequately fulfill the company’s requirements.
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Further, any possible conflicts of interest should be removed. It is inappropriate for
government representatives who are also regulators to sit on GLC Boards.

1.1.5 Compensation is aligned to skill set required of Directors

The compensation of Directors on SURIAGROUP Boards must reflect the higher level of
skill, knowledge and experience required by the company. To attract the right Directors,
and in line with the compensation philosophy advocated by the PCG in the GLCT
Manual. GLC Boards should review the compensation of their Chairman and directors,
and align them to at least around the 50" percentile of an appropriate peer group.

Non-Executive Directors are not eligible to participate in variable performance-linked
incentive schemes due to the need to maintain appropriate checks and balances and to
avoid a focus on short-term actions. Executive Directors should not receive any
additional compensation to sit on the Board.

The peer group selected should reflect the same skills, experience and time commitment
required of Directors, the company’s current situation (for example, undergoing significant
change, experiencing high growth) and the company’s future aspirations (for example, to
be in the top three by market share in South-East Asia). As GLCs become more
regional, it will gradually become more appropriate to benchmark with companies outside
Malaysia. However, care should be taken to ensure that any increase in Director
compensation is always accompanied by an upgrade in the capabilities of the Board.

1.1.6 Additional selection criteria for Chairman

As described above, the Chairman is pivotal in driving Board effectiveness. To reinforce
the importance of the Chairman’s position, the selection criteria for Chairmen should be
more stringent than that of normal Directors. In particular, Chairman should have strong
leadership skills — to lead discussions among Directors; to build a cohesive leadership
team consisting of the Board and senior management; and to delegate responsibilities to
other Directors, committees, and management. To do this, Chairmen must be able to
secure the respect and trust of the whole Board.

In addition to proven leadership skills, Chairmen need to have recognised stature as they
represent the company both domestically and abroad, and must be motivated by a sense
of accountability to shareholders and desire to create value for all stakeholders.

Given that the time and dedication required to effectively fulfil the role of the Chairman is
significant, the onus lies with the Chairman and the Nomination Committee to ensure that
he or she has the sufficient time and capacity to focus on the task which would include
limiting his or her presence on other subsidiary Boards and responsibilities as
appropriate.

1.1.7 Cap directorships in listed companies to 5 and in non-listed companies to
10

The PCG found that the current pool of GLC Directors is too small and has resulted in
some Directors having too many commitments.
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Therefore to ensure that Directors have the time to focus and fulfill their roles and
responsibilities effectively and in line with the GLC Transformation Manual,
SURIAGROUP Directors cannot sit on the Boards of more than five listed companies,
excluding the SURIAGROUP’s subsidiaries. This is a departure from the current cap of
10 as required by Bursa Securities Listing Requirements.

In addition, SURIAGROUP Directors cannot sit on more than 10 non-listed company
Boards, which is lower than current cap of 15 as stated in Paragraph 15.06 of Bursa
Securities Listing Requirements.

1.2 Defines committees’ role, structure and composition to complement the Board’s
requirements

The Board should establish committees to address specialised topics or specific issues more
effectively. Although this limits the depth of involvement of all Directors on all issues, such
committees do ensure that certain topics are discussed in dept by those individuals with the
appropriate and relevant knowledge and insight. This enables Board meetings to be more
efficient and effective and allows the overall Board to devote more time to the company’s critical
issues.

1.2.1 Only those committees necessary are established

The number of Board committees will depend on the size and complexity of the company
and the size of the Board. Smaller companies will have fewer committee and some of
these will have responsibility for more than one area of the company’s activities.

The Code recommends that four main issues are delegated to committees: nominating
Directors; assessing effectiveness of the Board and individual directors; compensation
and remuneration of Executive Directors; and internal controls and the integrity of audits.
Paragraph 15.10 of Bursa Securities Listing Requirements takes this one step further by
requiring that all GLC Boards establish an Audit Committee. Indeed, most Boards
establish Audit, Nomination and Remuneration Committees.

Outside of this, the Board must decide if additional committees are required, but should
be careful never to usurp management’s role and accountabilities. For example, Boards
of large companies whose main activities include procurement might benefit from a Board
Tender Committee. This would allow the dedicated time and discussion to ensure that
the integrity of procurement procedures are being adhered to without distracting from
other critical Board issues. Similarly, Boards of very large and complex conglomerates
might choose to form a Strategic Planning Committee, which undertakes the detailed
assessment of some BU Strategic plans and budgets.

Excos, however, should only be formed to address specific situations, where it is
necessary for the Board to take on greater executive roles. This should only be for up to
6 months — but in exceptional circumstances it could be extended to a maximum of 12
months. Further guidance on Excos can be found in Chapter 2.

Finally, committees that have outlived a useful purpose should be disbanded.

1.2.2 Adheres to clear charters as established by Board
As outlined in the Code, when the Board forms a committee, it also needs to clarify the

role and authority of the committee and, in particular, whether the committee will act on
behalf of the Board or simply has the authority to examine a particular issue and report
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1.3

back to the Board with a recommendation. This is usually done by establishing a charter
or terms of reference (TOR). The TOR should also clearly specify the boundaries
between the committees and management to ensure that the committees do not usurp
management’s role and accountability. The charter or TOR will inform the purpose and
practice of the committee and should be reviewed every 2 years to test its continued
applicability to the company’s current situation.

1.2.3 Committees are composed of the ‘right’ Directors

Paragraph 15.10 of Bursa Securities Listing Requirements state that the Audit Committee
should consist of at least three Directors, the majority of whom must be independent,
including the Chairman. In addition, at least one Director must be a member of the
Malaysian Institute of Accountants or meet the Bursa Securities Listing Requirements
(Paragraph 15.10 (1)(ii). Best practice indicates that to maintain effectiveness, this
committee should consist of no more than four Directors.

The Code requires that the Remuneration Committee consists wholly or mainly of Non-
Executive Directors and that the Nomination Committee consists exclusively of Non-
Executive Directors, a majority of whom are independent. GLICs, via their Nominee
Directors, should be represented on the Nomination Committee to ensure that the
evaluation of existing Directors and selection of new Directors are in line with the
company’s requirements.

Other than these stipulations, the composition of committees will be at the full discretion
of the Board. However, the Board should ensure that committees have sufficient critical
mass so that meaningful conversation and debaters can take place, but do not ‘over-
invest' as the Board will still usually need to endorse final decisions. Therefore,
committees should comprise no more than half of the total Board. The Board should also
take a holistic view as to where else directors might need to be deployed — for example,
on the Boards of the company’s subsidiaries.

As far as possible, the Boards should ensure the committees are composed of Directors

who are skilled and able to carry out the task at hand (although committees are able to
engage outside help as necessary).

Selects and nominates Directors using a disciplined process

As laid out in the Code, the Nomination Committee is responsible for recommending potential
candidates to the Board for Directorship. However, it is important to note that the Memorandum
and Articles of Association (M & A) of the company might stipulate that a certain person or body,
including major or significant shareholders, will have the power to appoint the Directors of a
company.

1.3.1 Clear selection criteria exists

The Nomination Committee should recommend to the Board a clear and appropriate
selection criteria for Directorships. This recommendation should be based on an annual
review of the Board’s required mix of skills and experiences, taking into account the
current, and future needs of the company. This review should be matched against the
current composition of Directors to identify any gaps. The Board and Nomination
Committee should be mindful of Section 129 of the Companies Act requirement that an
age limit of 70 years be applied for all Directors of listed companies and its subsidiaries.
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1.4

1.3.2 Nomination process is objective

In making its recommendations to the Board, the Nomination Committee should assess
the suitability of potential candidates against the established selection criteria. Potential
candidates can be identified by the Nomination Committee, existing Directors, CEO or,
within reason, by any shareholder or other senior executives. Once the short-list of
candidates is finalised, their names should be put forward to the Board for approval and
then to the shareholders for appointment, subject to any terms in the company’s article of
association.

1.3.3 Candidates sourced from likely and unlikely sources

In addition to the current pool of Directors, and the traditional sources for GLC directors,
the PCG recommends that GLC Boards broaden their view of the potential pool of
individuals who are suitable to be GLC Directors. In particular, the PCG recommends
that, over time, GLCs proactively tap into new sources, including:

» Professionals within Malaysia — as well as Malaysian expatriates — who have deep
sector or functional expertise in private organisations or are individuals who have led,
or been responsible for the growth of, operating companies and/or large division.

= Other serving CEOs, provided there is no competitive conflict or conflicts of interest.
Note that, at this stage of the GLCT Program, GLC CEOs are not permitted to sit on
Boards other than those of their own subsidiaries.

= Experienced Directors from overseas — especially for GLCs that compete
internationally or that are subject to increasing global competition.

In expanding the pool of potential Directors, GLC Boards should look to those individuals
who understand, and are sensitive to, the national development objectives of the GLCT
Program, the National Mission and Vision 2020.

Evaluates the Board as a whole and each Director regularly

As recommended by the Code, Boards are expected to undertake an annual evaluation
of the effectiveness of the Board as a whole, the committees of the Board, and the
contribution of each Director. However, a review of major GLCs found that this has not
been uniformly implemented across all GLCs. Further, based on a survey of Main Board
companies that have a formal performance evaluation process, only a few actually follow
through with feedback and consequence management for under-performance.

The PCG recommends therefore that all GLC Boards perform the Board Effectiveness
Assessment (as laid out in Chapter 3), which includes creating an actionable
improvement program. Each year after this, the Board should complete a more
traditional, shorter evaluation (sample forms are included in Appendix (2)). The PCG
also recommends that another full Board Effectiveness Assessment would be worthwhile
approximately every 3 to 5 years depending on the Board’s progress and/or current
situation. In conducting all these evaluations, Boards should be aware of confidentiality
and possible sensitivities at all times.

In completing the ‘shorter’ annual evaluations, the Board should incorporate the following
guidelines.
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1.4.1 Clear performance evaluation criteria exists

Clear performance evaluation criteria should be established and communicated to all
Directors. This criteria should reflect the company’s current and expected position and
environment. Further, the consequences of under-performance — such as no re-election
or removal — should also be communicated to all Directors.

1.4.2 Nomination Committee leads the process

The Nomination Committee is responsible for recommending the performance evaluation
criteria as well as leading the evaluation process, both for the Board and individual
Directors. Where necessary, external support can be engaged to support the Nomination
Committee. Evaluation reports should include anonymous feedback from the Directors’
peers and senior management. Most importantly, the reports should include
recommendations for individual Directors and the Board as a whole on how to improve or
continue to develop. All reports should then be collated for the Chairman.

The Nomination Committee has the duly to recommend that Directors who do not meet
the pre-agreed criteria are not re-elected or removed, and that this recommendation
should be put forward to the Chairman. Adhering to this evaluation process is important
as it allows for continual renewal of the Board in line with the Company’s requirements.

1.4.3 Chairman leads the follow-up process

The Chairman should discuss with each Director his or her individual results and together
develop a personalised action plan for the upcoming year based on the evaluation
report's recommendations. Similarly, the collective Board, led by the Chairman, should
dedicate part of a Board meeting to review the whole Board and develop, or review the
existing, improvement program.

1.4.4 Training programs address development areas

When gaps in either skills or knowledge have been identified, the Chairman should
ensure that Directors individually or the Board collectively have access to necessary
training programs or materials which are tailored to address these gaps — for example,
attending industry conferences on new technologies, inviting analysts or experts to
discuss changing trends in the industry, running team-building workshops or inviting
professional ‘board coaches’ to enhance the quality of board interactions. These
programs should match up with identified development areas and not become just a ‘box-
checking’ exercise to indicate that training has occurred.

The training requirement for Directors of Listed Companies are prescribed under Practice
Note No. 5 of Bursa Malaysia Listing Requirements.

The Company Secretary will act as coordinator/secretariat to arrange for the Training.
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15

Directors’ Code of Conduct

In accordance with legal requirements and agreed ethical standards, Directors and key
executives of the Company:

will act honestly, in good faith and in the best interests of the whole Company;*
owe a fiduciary duty to the Company as a whole;

have a duty to use due care and diligence fulfilling the functions of office and
exercising the powers attached to that office;*

will undertake diligent analysis of all proposals placed before the Board;

will act with a level of skill expected from directors and key executives of a publicly
listed company;

will use the powers of office for a proper purpose, in the best interests of the
Company as a whole;*

will demonstrate commercial reasonableness in decision making;
will not make improper use of information acquired as Directors and key executives’™

will not disclose non-public information except where disclosure is authorised or
legally mandated;

will keep confidential, information received in the course of the exercise of their duties
and such information remains the property of the Company from which it was
obtained and it is improper to disclose it, or allow it to be disclosed, unless that
disclosure has been authorised by the person from whom the information is provided,
or is required by law;

will not take improper advantage of the position of Director or use the position for
personal gain or to compete with the Company;

will not take advantage of Company property or use such property for personal gain
or to compete with the Company;

will protect and ensure the efficient use of the Company’s assets for legitimate
business purposes;

will not allow personal interests, or the interest of any associated person, to conflict
with the interests of the Company;

have an obligation to be independent in judgment and actions and Directors will take
all reasonable steps to be satisfied as to the soundness of all decisions of the Board;

will make reasonable enquiries to ensure that the Company is operating efficiently,
effectively and legally, towards achieving its goals;

will not engage in conduct likely to bring discredit upon the Company;
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1.6

= will encourage fair dealing by all employees with the Company’s customers,
suppliers, competitors and other employees as and when those dealings occur;

= will encourage the reporting of unlawful/unethical behaviour and actively promote
ethical behaviour and protection for those who report violations in good faith;

= will give their specific expertise generously to the Company;

= have an obligation, at all times, to comply with the spirit, as well as the letter of the
law and with the principles of this Code;

Conflict of Interest and Related Party Transactions
1.6.1 Conflicts of Interest

Directors must disclose to the Board actual or potential conflicts that may or might
reasonably be thought to exist between the interests of the Director and the interests of
the Company. On appointment, Directors will have an opportunity to declare any such
interests.

Directors should update this disclosure by notifying the Company Secretary in writing as
soon as they become aware of any conflicts. Directors are also expected to indicate to
the Chairman any actual or potential conflict of interest situation as soon as it arises.

The Board can request a Director to take reasonable steps to remove the conflict of
interest. If a Director cannot or is unwilling to remove a conflict of interest then the
Director must absent himself or herself from the room when discussion and voting occur
on matters to which the conflict relates. The entry and exit of the Director concerned will
be minuted by the Company Secretary. Directors do not have to absent themselves
when either

€) Conflict of interest relates to an interest common to all Company
members/shareholders; or

(b) The Board passes a resolution that identifies the Director, the nature and extent
of the Director’s interest and clearly states that the other Directors are satisfied
that the interest should not disqualify the Director concerned from discussion
and/or voting on the matter.

1.6.2 Related Party Transaction

Related party transactions include any financial transaction between a Director or officer
and the Company and will be reported in half yearly and annual reports.

In general, the Companies Act and Bursa Malaysia Listing Requirements require related
party transactions to be approved by the shareholders; the Board cannot approve these
transactions. An exemption to this requirement occurs where the financial benefit is
given on arm’s length terms.

The Board has also resolved that where applications are made by a related party to a
Director or officer of the Company then the Director or officer shall exclude
himself/herself from the approval process.

Related party for this process means:
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1.7

€) a spouse or de facto spouse of the Director or officer; or

(b) a parent, son or daughter of the Director or officer or their spouse or de facto
spouse: or
(c) an entity over which the Director or officer or officer or a related party defined in

(a) or (b) has a controlling interest.

THE ROLE OF THE COMPANY SECRETARY

The Company Secretary is charged with facilitating the Company’s corporate governance
processes and so holds primary responsibility for ensuring that the Board processes and
procedures run efficiently and effectively. The Company Secretary is accountable to the
Board, through the Chairman, on all governance matters and reports directly to the
Chairman as the representative of the Board. The Company Secretary is appointed and
dismissed by the Board and all Directors have as of right access to the Company
Secretary.

The tasks of the Company Secretary shall include:

Meetings and Minutes
= Notifying the Directors in advance of a meeting of the Board;

» Ensuring that the agenda and Board papers as and when they are required, are
prepared and forwarded to Directors prior to Board meetings;

= Recording, maintaining and distributing the minutes of all Board and Board
Committee meetings as required;

= Maintaining a complete set of Board papers at the Company’s main office.

= Preparing for and attending all annual and extraordinary general meetings of the
Company; and

» Recording, maintaining and distributing the minutes of all general meetings of the
Company.

Compliance

= Overseeing the Company’s compliance program and ensuring all Company
legislative obligations are met.

= Ensuring all requirements of the Securities Commission, Bursa Malaysia, Companies
Commission and any other regulatory body are fully met; and

»= Providing counsel on corporate governance principles and Director liability.
Governance Administration

» Maintaining a Register of Company Policies as approved by the Board;
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Maintaining, updating and ensuring that all directors have access to an up-to-date
copy of the Board Charter and associated governance documentation;

Maintaining the complete list of the delegations of authority;
Reporting at Board meetings the documents executed under a power of attorney,
documents executed in accordance with the Companies Act 1965, or under the

common seal; and

Any other services the Chairman or Board may require.
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2. BOARD OPERATIONS AND INTERACTIONS

The effectiveness of a Board is to a large part determined by the quality of its procedures,
processes and operations. To ensure Board meetings are effective and that Directors are
adequately prepared, there are a number of basic Board processes that need to be in place. An
important part of this, and in line with the Code, is that Boards should appoint an in-house
Company Secretary with relevant experiences and skills — taking into account the size and
complexity of the company. For listed companies, it is crucial that the Company Secretary
maintains an up-to-date knowledge of listing and regulatory requirements and is in a position to
advise the Board and its committees on compliance matters as appropriate.

For Board operations to be truly effective, Boards should put the following guidelines into
practice.

2.1 Make every Board meeting productive
As most Boards meet only several times a year, it is critical that every Board meeting counts.

Boards should meet regularly — and the actual number of meetings will depend on the nature of
the company’s business and the stage of its development. However, on average, Boards should
to meet at least eight times a year, potentially adding several more offsites for specific topics such
as strategic planning. The Directors should disclose the number of Board meetings held each
year to enable shareholders to evaluate if the Board is adequately in control of the company. In
addition, Directors who are absent from more than 50% of Board meetings in a financial year will
have to vacate office as stipulated in Paragraph 15.05 of Bursa Securities Listing Requirement.

2.1.1 Follows a set schedule

A Board calendar with draft agendas should be set for 12 months in advance and
synchronised with the management planning cycle. The Board should also revisit this
calendar on a regular basis to ensure that the topics are still relevant and revise as
necessary.

2.1.2 Chairman determines agenda in consultation with CEO

After getting input from other Directors, the Chairman should determine the agenda with
assistance from the Company Secretary and in consultation with the CEO. The agenda
should address priority strategic issues, rather than detailed operational ones, and
ensure that there is enough time for rich discussion. Agenda issues should be aligned
with the overall company’s context, including its starting situation, aspirations and
priorities.

2.1.3 Adheres to a clear charter
As the Chairman and CEO must have roles and boundaries, the Board must also clearly
define its role — particularly, its boundaries with management — and codify it in a Board

charter or terms of reference (TOR). This charter should encapsulate the Board’'s
priorities, which in turn should be aligned with the Company’s overall short-to-medium-
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2.2

term priorities. The charter should also be consistent with the mandate that the Board
provides to the CEO, which specifies what the CEO needs to accomplish and what
freedoms and constraints the Board will provide. The Board should review the charter at
least every 2 years to test its applicability to the company’s current situation.

Ensures the quality and timeliness of all Board information

The quality of the information received by the Board is critical to Board effectiveness. All
Directors have the same right of access to information — whether they are Executive or Non-
Executive Directors. Information provided to the Board should not just be historical financial
performance, it should also include other key leading indicators such as customer satisfaction,
product and service quality, market share, market reaction and environmental impact.

2.2.1 Board papers are clear and relevant

Papers that are prepared by management for the Board should be set out logically and
contain synthesised information and pertinent critical analyses. These papers should be
preceded with a one-to-two-page summary that lays out what is requested from the
Board — for example, whether it requires an approval or endorsement or if it is for
information only; the key issues, rationale, risks and decisions required; and actions
required with timeliness and accountabilities identified. Sometimes additional information
might be necessary — such as background on competitors or industry trends — so that the
Board can understand the issues clearly and have the information necessary to make a
decision.

The Board should give management constructed feedback on the quality of the
information and analyses received so that management is able to ensure Board papers
are of a high standard.

2.2.2 Board given appropriate notice

Even the highest quality information and material will not be of value to the Board unless
it is received in sufficient time to read and absorb it prior to the Board meeting.
Therefore, the Board recommends that meeting agendas are distributed at least 10
calendar days in advance, and all Board papers and any pre-reading are distributed at
least 7 calendar days in advance. This allows Directors time to review material and,
where necessary, conduct independent analyses or request additional material.

The Board should reinforce this practice and refrain from considering last minute agenda
items during Board meetings. Genuinely urgent matters, for example acquisitions, could
fall outside these timing requirements but these should be exceptions rather than the
rule.

In the event that the Board conducts more than the average number of meetings per
annum — that is six to eight meetings — paper can be distributed to approximately five
calendar days in advance. However, once the Board moves back to an average
schedule of meetings, the practice of 7 calendar days should be adhered to.

Under normal circumstances and when warranted, Board meetings shall follow the
following monthly cycle:

Page 23 of 71



2.3

ITEM DAY
Draft agenda prepared by the Company Secretary -14
Company Secretary updates actions arising from the previous meeting -14
Company Secretary reviews the proposed agenda with the Chairman -12
Board papers and agenda are finalised -9
Board papers are printed -8
All Board papers are circulated to Board meeting attendees -7
Board meeting 0
Draft minutes sent to Chairman 2
Draft minutes sent to Directors 5

[All days indicated are calculated in relation to the Board meeting day (day zero)]

Builds trust via positive interaction dynamics and open communication within
Board and with management

While the structure and composition of the Board are critical, unless Directors trust one another
and are able to function as a cohesive team, the Board will not be truly effective. To achieve this
trust and cohesiveness, positive interaction dynamics, and a spirit of open communication must
be fostered within the Board.

Similarly, trust must also exist between the Board and management. To do so, both Board and
management must ensure that interactions are credible and constructive. The Board is expected
to challenge management in a supportive and constructive manner, and management in turn, is
expected to report to the Board in as similar spirit and fashion. Further, once resolution is
achieved, the decision should be jointly owned and supported by both Board and management.

2.3.1 Positive Boardroom dynamics and environment

The Boardroom environment, and the inter-personal dynamics of the Board, must
encourage all Directors to participate in discussions. This means that no one person
should dominate discussions and that when an opinion is voiced, particularly a dissenting
one, it should be given a fair hearing. If an open, secure and positive environment can
be created, then Directors will feel encouraged to share their views.

Discussions should be constructive, productive and effective — that is instead of merely
raising and debating issues, actual resolution or closure must be achieved. In addition,
common understanding must exist among the Directors — for example, upon leaving a
Board meeting, there should be consensus as to what agreements were reached and
what next steps are. To support this, there should be regular and constructive feedback
among Directors so that all become aware of their strengths and weaknesses and
understand how to improve.

Although all Directors play an important role, the Chairman is responsible for ensuring
that trust is built among Directors and that the Board operates as a cohesive team. The
Chairman should lead the interactions, drawing Directors in, containing non-core
discussions, facilitating debate and ensuring resolution or closure is reached.
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2.3.2 Constructively challenges and supports management

While it is the role of the Board to challenge the assumptions, approach, outcomes, and
performance of management. This should always be done in a constructive way.
Therefore, instead of merely critiquing or pointing out flaws, errors or shortcomings, the
Board should focus its discussions with management on the root causes of problems and
the potential actions required to rectify. Through such discussions, the Board can
leverage and impart its knowledge, skills and experiences to management — which will
lend significant credibility to the Board’s basis for challenging management — and
demonstrate to management the value that the Board can bring. Management, in turn,
has a duty to ensure that the Board is furnished with sufficient information, analysis, and
options in order to make informed decisions.

Once required actions or solutions are agreed upon, the Board should then consistently
encourage and support management through the implementation. Occasionally, these
solutions might also require action on the part of the Board — for example, drawing on
their contacts or networks. The Board and management should be expected to follow-
through and deliver the necessary outcomes or outputs within the agreed time.

The Directors should also have regular discussions and feedback sessions with senior
management to continue to build a working relationship.

2.3.3 Board decisions communicated promptly to management

All Board decisions should be clearly recorded in the minutes, including the rationale for
each decision, clear actions to be taken with the agreed timeline, and the individuals
responsible for implementation. This ensures that management understands the
decisions made and are able to execute against the decision. Note that this will be
subject to any legal or regulatory restrictions which could limit the level of detail of
minutes.

Urgent Board decisions must be communicated verbally to management within 2 working
days of the Board meeting and relevant extracts of the minutes should be distributed
within 3 working days after the Minutes had been approved by the Chairman.

2.3.4 CONTACTS AND ADVISORY ROLE
2.3.4.1 CEO Advisory Role

It is recognised that a key directorial duty is providing a sounding board for CEO
ideas and challenges. Recognising that the CEO-Board relationship is critical to
effective corporate governance, Directors should provide frank and honest advice
to the CEO. It is expected that the Chairman will play a key part of this role and
will maintain regular contact with the CEO.

All advice should be constructive in nature and provided in a positive manner.

Where appropriate, Directors should recommend possible alternative advisers if
they do not feel adequately trained to assist.
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2.3.4.2 Protocol for Interaction with Internal and External Parties

(i)

Media Contact and Comment

The Board has designated the CEO, CFO or the Chairman (where
appropriate) to speak to the press on matters associated with the
Company. In speaking to the press, the CEO, CFO or the Chairman will
not comment on price sensitive information that has not already been
disclosed to Bursa Malaysia. However, they may clarify previously
released information. To assist in safeguarding against the inadvertent
disclosure of price sensitive information the CEO, CFO and the
Chairman will be informed of what the Company has previously
disclosed to the market on any issue prior to briefing anyone outside the
Company.

The Chairman is authorised to comment on:

" Annual and half yearly results at the time of the release of the
annual or half yearly report.

= Resolutions to be put to General Meetings of the Company.

= Changes in Directors, any matter related to the composition of
the Board or Board processes.

" Any speculation concerning Board meetings or the outcomes of
Board meetings

" Other matters specifically related to shareholders.

The CEO and CFO are authorised to comment on:

" The Company’s future outlook (subject to limitation under Bursa
Malaysia Listing Requirements)

= Any operational matter

" Media queries concerning operational issues which reflect either
positively or negatively on the Company

. Proposed or actual legal actions
" Queries and general discussion concerning the Company’s
industry

There will be times when Directors and employees will be approached by
the media for public comment. On such occasions, the Director(s) or
employee(s) should comply with the following:

€) refer the person to the CEO, CFO or Chairman of the Board as
appropriate for comment;
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(i)

(b) refrain from disclosing any information, documents or other
forms of data to the person without the prior consent of the CEO,
CFO or the Chairman of the Board;

(c) report the person who contacted the director/employee, the
reason (explicit or inferred) for the contact and a summary of any
other relevant information as soon as possible to the CEO, CFO
or the Chairman of the Board.

External Communications including Analyst Briefings and Responses to
Shareholder Questions

The Company discloses its financial and operational results to the
market each year/half year/quarter as well as informing the market of
other events throughout the year as they occur. Annual, half-yearly and
guarterly financial reports, media releases and AGM speeches are all
lodged with Bursa Malaysia. As all financial information is disclosed
through the Bursa Malaysia, the Company will only comment on factual
errors in information and underlying assumptions when commenting on
market analysts’ financial projections, rather than commenting on the
projections themselves.

In addition to the above disclosures, the Company does conduct
briefings and discussions with analysts and institutional investors.
However, price sensitive information will not be discussed unless that
particular information has been previously formally disclosed to the
market via an Bursa Malaysia announcement. Slides and presentations
used in briefings will also be released immediately prior to the briefing to
the market via the Bursa Malaysia.

After the conclusion of each briefing or discussion if any price sensitive

information was disclosed it will be announced immediately to the Bursa
Malaysia.
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THE BOARD’S FUNDAMENTAL ROLES AND
RESPONSIBILITIES

3.1

3.2

Contributes to developing corporate strategy and setting targets

Defining a corporate goal or mission and defining the strategy to achieve it are integral to
corporate success. The Board plays a key role in the following three ways.

3.1.1 Guides the strategic direction

The Board should provide guidance and overall input on the overall strategic direction
and aspirations early in the planning cycle. To do this, Boards could draw on industry
experts, market analysis or briefings by the internal strategy teams — all of which allows
the Board to deepen its knowledge and gain perspectives prior to providing input to
management.

3.1.2 Co-owns the strategy with management

Management typically bears responsibility in developing strategy, together with the Board
that actively guides, challenges, and clarifies the multiple views and assumptions put
forward by management. Only through this process will the end product be a strategy
that both Board and management truly co-own. To reinforce this role, the Board should
attend a dedicated session every year to challenge and debate strategic options with the
management.

3.1.3 Sets targets for management

After the strategy is decided, and the business plan and budget are completed, the Board
should test the CEO’s and senior management’s KPIs and targets to ensure that they
reflect industry trends and internal capabilities — yet still provide enough stretch and
aspiration for management.

Upholds a strong corporate performance management approach

A basic but critical function of the Board is to oversee the performance of the company
and determine if the business is being properly managed. The most effective way to
achieve this is through adopting a strong corporate performance management approach
built on the use of key performance indicators (KPIs).

3.2.1 KPIs provide a balanced view

KPIs should be designed to link directly to the core values of a company’s strategy as
pre-determined by the Board and management. The Board should ensure that a
balanced and holistic view is taken when establishing KPIs. In particular, KPIs should
reflect the company’s historical performance (for example, return on equity and EBITDA
margin) and leading indicators (for example, capital productivity or ROCE, number of
customer complaints and attrition rate of high performing employees, quality of customer
base, employer of choice’ score and brand perception).
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3.2.2 Reviews corporate performance and follows up

The Board should receive regular performance reports that indicate the current status of
al corporate KPIs. Based on these reports, the Board should focus its discussions on
any vital missed targets (or ‘red flags’) and constructively challenge management to verify
root causes, and propose or endorse an action plan to get back on tract. The Board
needs to agree on who is accountable for executing these action plans and the timeline in
which it expects these actions to be taken. The Board should then follow up later
meetings to ensure that the actions have been taken and that the expected impact has
been achieved.

Similarly, the Board should note any ‘out-performance’ and discuss how such
performance can be sustained.

Overseas development of the company’s future leaders and human capital

In a global environment, where securing critical talent and skills is becoming increasingly
competitive, Boards have to devote more attention to the issue of human capital
management. For GLCs, the development and management of their human capital is an
even more acute issue as it is one of the biggest challenges that GLCs face. The Board
has five distinct responsibilities in this area.

3.3.1 Selects CEO and proactively plans CEO succession

A critical role of the Board is to select the CEO based on the context of the company —
including current performance levels, competitive landscape, and aspirations of the
company. Similarly, the Board should establish a clear succession model. Prior to short-
listing candidates, the Board should review a full fact-base of each candidate’s leadership
achievements and development areas. The Board should then get to know each
candidate personally through individual Directors and through dedicated Board sessions.

3.3.2 Reviews the performance management philosophy

Management is responsible for evaluation the performance of the each employee.
However, the Board should approve the methodology for company-wide rewards and
consequences; ensure that there is sufficient differentiation in performance, rewards and
consequences among the entire employee pool based on their performance ratings, and
approve the final bonus pool.

3.3.3 Evaluates the CEO

Upon selecting a CEO, the Board should ensure that clear expectations of the CEO are
laid out in a CEO mandate. This mandate should aligned with the Board’s and
company’s overall periorities, and should form the basis for the CEO’s KPIs and targets.

Evaluations of the CEO should be conducted at least semi-annually. The CEQ’s KPIs
are the most relevant performance indicators for the company and it is against these
targets that the Board should evaluate the CEO’s performance. It is also best practice for
Boards to ensure that the employment terms, KPls, targets and corresponding
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3.4

compensation (including any variable performance-linked compensation) of CEOs are
included in a contract.

3.3.4 Endorses performance and development plan of those in pivotal positions

Pivotal positions are the most crucial jobs with the potential to create or destroy the most
value to the company. The Board needs to understand the current performance,
competencies and potential of those in pivotal positions, and endorse their performance
and development plans based on discussions with management.

3.3.5 Understands the pool of future leaders

The Board should dedicate time to understand, and gain sufficient exposure to the overall
pool of potential leaders. This begins with understanding the current and future demand
for potential leaders, consequently the magnitude of any leadership gap that exists within
the organisation today within the context of its current strategy. Based on this, the Board
should determine if the company’s aspirations need to be made more realistic in line with
capabilities available or if a new, more radical approach needs to be take to boost the
pool of future leaders. Beyond understanding the overall quantity of leaders needed, the
Board should also understand and strength and depth of potential leaders across the
group and by key business unit, major subsidiary and job level or grade.

Understands and manages the company’s risks

Understanding and managing risks is critical in protecting the company’s value. The
Board has three specific roles.

3.4.1 Sets the company’s risk parameters

The Board’s role is to establish the risk parameters, thresholds and boundaries for the
company and ensure that overall corporate risks are measured and thresholds are
controlled within pre-determined limits.

3.4.2 Understands major risk exposures

The Board understands major risk exposures on an aggregate basis — that is, as far as
possible, all risks are rolled into a common metric such as ‘cash flow at risk’ or ‘value at
risk’. Further, the Board ensures that there are sufficient internal controls and clear
mitigation plans for major risks and that these plans include accountabilities and
timeliness. For major risks, the Board should also have a good sense of the costs and
benefits of risk mitigation, which takes into account the probability of occurrence and the
magnitude of the impact of the risk.

3.4.3 Considers the risk factors in all major decisions
The Board ensures that a culture of identifying and managing risk exists throughout the
organisation. One way to do this is by setting the right example, and tone, and ensure

that in-depth risk analysis and qualification is conducted for all major investments or
strategic decisions prior to decisions prior to decision being made by the Board.
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3.6

The CEO will be charged with implementing appropriate risks systems within the Group.
Aspect of this process may be delegated.

The Board will receive a quarterly report on these areas of risk identified by the CEO. In
addition, as specified by the Principles of Good Corporate Governance, the CEO and
CFO will provide written assurances that the risk management system is effective,
efficient and accurately reflected in the Group’s financial statement.

Adopts a shareholders’ perspective when making decisions

The Board has a fiduciary responsibility to act in the best interest of the company.
Fulfilling this responsibility can take various forms.

Boards should take into account capital market perspectives when making financial and
strategic decisions to ensure long-term sustainable value creation. This means being
proactive and developing an understanding of what the capital markets expect from the
company in terms of its performance and strategic movements and to ensure that the
company manages these expectations in a realistic manner. Board decisions must either
meet those expectations or demonstrate clear and valid rationale for not doing so.

Boards should also ensure that the views of majority or significant shareholders are
considered, and adopted, where such views are aligned with the interests of all
shareholders. Further, minorities’ interests should also be adequately protected. The
most common mechanism to do this is to ensure that all related-party transactions are on
an arm’s length basis and that such transactions are fully disclosed.

Balance valid stakeholders interests

The stakeholders include employees, customers, suppliers, regulators and the
government. In making their decisions, the Boards will have to carefully balance and
manage the sometimes opposing interests of these groups while considering the national
development objectives.

Boards should first understand the economic impact of particular stakeholder interests on
overall shareholder value. For example:

0) Employees: In trade union negotiations, the Board should be engaged on the
economic impact of the negotiations — including the benefits (such as intensifying
performance management, which will result in better financial performance) and
the risks (such as the large costs associated with potential industrial action).

(i) Government: GLCs often have to carry social obligations such as providing
universal access to basic services or develop a local and Bumiputera supplier
base even though it is uneconomical, or less than economical, for the GLC to do
so. The Board should be engaged on the economic impact of these social
obligations — including the benefits that the GLC derives (such as monopoly
rights) and the actual costs associated with delivering the service.

Boards must then balance and trade-off conflicting interests and the primary guiding
principle to do this should be to ask: what is in the best sustainable interests of all
shareholders?

Finally, while it is management’s primary responsibility to manage these stakeholders,
the Board can use its network to support management in their efforts wherever possible.
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3.8

There are two ways that Boards can do this: through proactively gaining the support of
key stakeholders like regulators, unions, suppliers and new customers; and through
protecting the company by containing those stakeholders that have interests counter to
that of all shareholders.

THE ROLE OF INDIVIDUAL DIRECTORS

As members of the peak decision-making body in the Company, Directors share ultimate
responsibility for the Company’s overall success. Therefore, Directors have an individual
responsibility to ensure that the Board is undertaking its responsibilities. Directors need
to ensure that the Board is providing:

] Leadership to the Company, particularly in the areas of ethics and culture;

" A clear and appropriate strategic direction;

" Accountability to key stakeholders, particularly shareholders;

" Oversight of policies;

] Oversight of all control and accountability systems including all financial

operations and solvency, risk management and compliance;

] An effective senior management team and appropriate personnel policies as and
when required; and

" Timely and effective decisions on matters reserved to it.

INTERNAL CONTROL POLICY

The Board is ultimately responsible for the internal control framework and risk
management of the Company and for reviewing its effectiveness.

The principle aim of the system of internal control is the management of business risks,
with a view to enhancing the value of shareholders’ investments and safeguarding
assets. Although no system of internal control can provide absolute assurance that the
business risks will be fully mitigated, the internal control systems have been designed to
meet the Company’s specific needs and the risks to which it is exposed.

Annually the Board is responsible for identifying the risks facing the Company, assessing
the risks and ensuring that there are controls for these risks, which are to be designed to
ensure that any identified risk is reduced to an acceptable level. (Refer below in relation
to the role of the Audit Committee in undertaking this task).

The Board will review and discuss strategic risks and opportunities arising from changes
in the Company’s business environment regularly and on an as needs basis. The Board
may delegate some of the abovementioned responsibility to committees of the Board but
maintains the overall responsibility for the process.

The following committees which had already been established will assist the board in
internal control and business risk management:

- Audit and Risk Management Committee
- Remuneration Committee
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Audit and Risk Management Committee (ARMC)

The Board had established an ARMC, which operates under a TOR approved by the
Board. It is the Board’s responsibility to ensure that an effective internal control
framework exists within the entity. This includes internal controls to deal with both the
effectiveness and efficiency of significant business processes. This also includes the
safeguarding of assets, the maintenance of proper accounting records, and the reliability
of financial information as well as non-financial considerations. The Board has delegated
this responsibility for the establishment of a framework of internal control and ethical
standards for the management of the consolidated entity to the ARCM. The Committee
also provides the Board with additional assurance regarding the reliability of the financial
information for the inclusion in the financial reports.

Remuneration Committee

The Remuneration Committee is responsible for determining and reviewing the
compensation arrangements for the Directors themselves, the Chief Executive Officer
and the Company Secretary. The Remuneration Committee is also responsible for
reviewing the compensation arrangements of departmental heads within SuriaGroup.
Further, they are responsible for assisting the Board in appointing and terminating (if
necessary) members of the Board.

The above committees are responsible for reporting to the Board.

During the year the Board is responsible for reviewing the effectiveness of SuriaGroup
system of internal control for the financial year. This review is to include financial,
operational and compliance and risk controls. For any control which is not operating
effectively, the Board is responsible for ensuring that the control issue is corrected and
that the risk has a mitigating control which will reduce any risk to an acceptable level.

Each financial year, the Chief Financial Officer and Chief Executive Officer are required
to provide formal representations to the Board confirming that the Company’s financial
report is founded on a sound system of risk management and internal compliance and
control system is operating efficiently and effectively in all material respects.
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CHAPTER 2 :

RAISING BOARD EFFECTIVENESS TO BEST

PRACTICE LEVELS

SURIAGROUP Boards are likely to have some specific questions as to how exactly to implement
Board Improvement Programs in order to raise their effectiveness to best practice standards.
The purpose of this chapter is to answer some of those questions and address issues common to
all Boards, especially those Boards believe are most difficult to overcome.

This information is structured in a question and answer format and includes useful examples and
case studies to provide further guidance.

Page
1 How can the Board define its mandate and boundaries 24
with management? How can the Board separate and
balance the roles of the Chairman and CEO?
Structuring a
High-performing 2 How can Nominee Directors balance their obligation to the 27
Board company with their duty to the significant shareholder?
3 How can the Board select Directors who have skills and 28
experiences required by the company?
4 How can a parent company determine the Board 31
composition of its subsidiaries?
5 How can the Board define its priorities and ensure that 32
Ensuring effective these are aligned with the company’s overall priorities?
Board operations and
interactions 6 How to ensure that Board papers and presentations are of 33
high quality?
7 How can the Board work more effectively with 35
management in setting strategy?
Fulfilling the Board’s 8 How can the Board uphold a strong corporate 37
key roles and performance management approach?
responsibilities
9 How can the Board oversee the development of the 39
Company’s future leaders and human capital?
10 How can the Board guide the management of the 44

company’s risks?
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HOW CAN THE BOARD DEFINE ITS MANDATE AND BOUNDARIES WITH
MANAGEMENT?

The role of Boards include overseeing strategy setting, corporate performance
management, the development of future leaders and human capital, and risk
management. Because the roles of Board and management are complementary, it is
important to clearly define the mandate of each party to find the right balance between
support and check-and-balance. Therefore, clear boundaries need to be drawn between
the Board and management, such that the Board avoids over-focusing on operational
details, which are the responsibilities of management. Management, in turn, should offer
the Board open and transparent access to relevant information.

Within these broad boundaries, each Board will need to determine, based on the context
of the company, the precise role that it will play relative to management, and this should
be discussed and agreed upon with management. The Board’s roles should then be
codified in a Board charter or terms of reference. Below is an Example of how a typical

Board might categorise the boundaries between itself and management.

Exhibit 2.1

Boundaries between Board and Management: an example

Management’s role

Strategy development e
and target setting

Develops strategic direction and plan
for company based on agreed
direction and boundaries
Coordinates the development of the
business plan and budget across all
business units

Board’s role

Guides strategic direction
Challenges assumptions,
priorities and options put
forward by management in the
strategic plan

Reviews the business plan and
budget and sets targets for
management

Performance .
management .

Establishes corporate KPIs
Monitors KPIs monthly with BUs,
investigates variances and develops
corrective actions if required
Cascades KPIs throughout
organisation

Reviews, approves and
provides feedback on
corporate KPIs and targets
Reviews results quarterly,
discusses, material variances,
and ensures that corrective
actions are taken. if required

Human capital
management

Develops and implements the
company’s performance management
system

Evaluates leadership performance
and potential of all executives
Identifies the top talent pool and
closely manages their performance
and development plan

Selects and proactively plans
CEO succession

Reviews the performance
management philosophy
Evaluates CEO

Endorses the development
plan of those in pivotal
positions

Understands the pool of future
leaders

Risk management

Analyses and quantifies the
company’s risks

Manages all risks within the
boundaries set by the Board
Instills risk culture throughout
organisation

Sets the company’s risk
parameters

Understands major risk
exposures and ensures
appropriate risk mitigation
approach is in place
Considers the risk factors in all
major decision
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Shareholders e Understands needs of shareholders, e Ensures that all shareholder

and communicates key decisions in views are represented and
transparent manner shareholders are treated
e Ensures that all disclosure or any equally.

other regulatory or statutory
requirements are fulfilled

Stakeholder e Manages all stakeholder interests e Balances and manages
management within boundaries agreed with the economic impact of
Board stakeholder interests on

shareholder value
e  Supports management in
managing key stakeholders

The Board can take a more active role in operations if both of the following conditions are met:

e The company is in crisis mode. This includes undergoing a major turnaround, or being under
a sudden external threat (for example, acquisition, changes in competition, new regulation),

or facing a major internal risk

¢ Management does not have the capabilities or the capacity to respond as the situation

demands.

In this case, and if the Board decides it is necessary to take on a greater executive role, it should
only be as an interim measure. As a guide, it should typically be only up to 6 months — but in
exceptional circumstances it could be extended to a maximum of 12 months. During that time, a

priority for the Board would to recruit a new management team.

There are three ways that Boards can play a greater executive role in such circumstances:

e Require an increase in the frequency and depth of information provided to the Board.
For example, in a turnaround situation, this could include management providing weekly
performance management reports on cash and profit indicators and a snapshot of the

company’s risk situation

e Increase the frequency of Board meetings to provide more frequent updates as well as
additional time to delve deeper into important issues. For example, Boards that meet every

guarter might now need to meet monthly

e Establish a Board-based Exco to address the situation. This is typically only a small
subset of the Board which can balance the trade-off between having sufficient Board
representation and making decisions quickly. The Board should determine the mandate of
the Exco and this can range from full power — the ability to act for the Board between board
meetings — to a narrower mandate for specific functions and tasks — for example, limited to

providing guidance to the new CEO during the transition.

Despite its ability to facilitate Board decision making, the Exco structure has two major
shortcomings — it could usurp the role of the Board or create a two-tier Board and demotivate

those Directors who are not Exco members.
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Exhibit 2.2

Characteristics of Exco Board:

an example

Purpose

To overcome this,

To enable the Board to act in between full board meetings
To develop response to hostile take-over bid

Boards can adopt a
number of

measures, such as

Scope/authority Membership
e To analyse options, determine | ¢ Size: 4
appropriate response and | Chair: Chairman of the Board

negotiate with hostile bidder

Other members:

limiting the purpose
or authority  of
Excos, or allowing
deferral of decisions
to the full Board, or

e To take any action or perform any | e CEO
task requested by the Board Directors X, Y, Z
Decision making Meeting frequency Resources

allowing the Board

Majority vote of

As frequently as

Company secretary to

to review Exco
decisions

members in needed with a acts as Exco secretary

attendance minimum of every | ¢  Exco typically has
e  Unanimous written 2 weeks authority to retain

consent in | «  Written report to external advisers as

absence of rest of Board necessary

physical meeting every 2 weeks Timeline

Any Exco member
can request
deferring a
decision until next
full board meeting

. Maximum of 6 months

As part of defining its boundaries with management, it will be important to separate and balance
the roles of the Chairman and CEO. The Chairman, as leader of the Board, is the person
primarily responsible for the overall effectiveness of the Board — both within and outside the
Boardroom. The CEO, on the other hand, runs the company and is responsible for ensuring the
company achieves its strategy and targets.

Exhibit 2.3

Division of roles: Chairman and CEO

Chairman Potentially shared roles CEOQO roles

. Provides leadership to the Board | e External  relations, including | e Develops and implements
-Plans Board meetings, agenda relationship with shareholders strategy reflecting long-term
-Ensures Board receives proper | e Senior leadership development objectives and priorities

information in timely manner
-Chairs all Board meetings

-Ensures that all Director
contribute

-Drives discussion toward
consensus and to achieve

closure on such discussions

Chairs shareholder meetings
Acts as company’s ambassador,
both within domestic market and
internationally

established by Board

Assumes full accountability to
Board for all aspects of company
operations and performance

Puts adequate operational plans
and financial control systems in
place

Closely  monitors  operating
financial results in accordance
with plans and budgets
Represents company to major
customers, employees, suppliers,
and professional associations
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Within the roles are complementary, there may be some overlaps which could generate conflict.
Even though the Board is formally responsible for determining the roles of the Chairman and
CEO, ensuring there is clarity and shared understanding from the start will reduce any confusion
and limit conflict. Best practice calls for the responsibilities of each role to be set out in writing
and reviewed periodically.

Choosing a Chairman — CEO combination that works together in an atmosphere of mutual trust is
particularly important. The right combination will create the right environment for co-operation,
facilitate the flow of information, and help the Chairman to be an effective mentor to the CEO and
to revel in his or her success.
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2. HOW CAN NOMINEE DIRECTORS BALANCE THEIR OBLIGATION TO THE
COMPANY WITH THEIR DUTY TO THE SIGNIFICANT SHAREHOLDER?

Large or significant shareholders can nominate a number of Directors to the Board. The number
of Directors is usually proportionate to the size of the shareholder’s investment in the company.

These Nominee Directors have two main responsibilities, the fiduciary responsibilities that is
common to all Directors (namely, to act in the best interests of the company which is the majority
of cases means the shareholders as a whole) and the responsibility to accurately represent the
views and opinions of his principal, the large, significant or major shareholder.

Current judicial development in the Commonwealth jurisdictions suggest that Nominee Directors
will not be in breach when they act with the interests of their principal other than the company in
mind, provided they have a genuine belief that in so doing they are acting consistently with the
interests of the company as a whole.

However, in the event that these responsibilities do conflict, the Code recommends that nominee

Directors’ primary obligation is to act in the best interests of the company and that their duty to
the large or significant shareholder must always be subject to this.
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3. HOW CAN THE BOARD SELECT DIRECTORS WHO HAVE SKILLS AND
EXPERIENCES REQUIRED BY THE COMPANY?

Even though Directors on any high-performing Board should be effective on an individual basis, it
is more important that the collective ability of all Board members represent the skills and
attributes required by the company. In determining which relevant skills and experiences are
required, the company’s current needs, its stage of development and its aspirations should be
taken into account.

With the evolving strategic, operational and geographic priorities of many GLCs, companies
require Directors that have deep commercial, functional, geographical and/or relevant industry
skills, knowledge and experiences.

DIRECTORS MUST BE INDIVIDUALLY EFFECTIVE

Individually, Directors need to have the relevant knowledge and skills to be able to identify key
issues, constructively challenge, collaborate to solve problems, propose alternative solutions and
support management. In addition, it is important that Directors have the right mindset, integrity
and motivation to be able to act in the interest of all shareholders. The Directors must also
understand, and be sensitive to, the national development objectives of SURIAGROUP.

Exhibit 2.4
Ideal characteristics of an effective Director

e  Understands fiduciary responsibility as a Director

e Understands the fundamental roles and responsibilities of the Board and
Directors

e Understands and adheres to the clear boundaries between the Board and
management

. Understands key industry trends (e.g. competition), geographics and functions
(e.g. operational, legal, technical) that are most relevant to the company

. Understands Malaysian cultural, social, political and developmental context

e  Knows the company well enough at the right level of detail (e.g. where profit is
made/lost, how customers buy, how things get manufactured, what are major
talent gaps in critical positions)

. Understand shareholder expectations (e.g. dividend expectations, growth
forecast) and knows key stakeholders (e.g. suppliers, regulations)

e Actively and constructively solves problem (e.g. share, challenge an close)
with the Board and key management

. Decisively challenges, then supports, management

e Possesses business acumen from prior experiences to identify key issues and
propose solutions

. Proactively uses networks and manages multiple stakeholders for the benefit
of the company

. Believes that performance of Director is critical (requires performance
measures and consequences) and that the position is earned, not an entitlement

. Balances all shareholder and valid stakeholder interest while representing
views of GLIC (if nominee)

. Behaves like an owner of the company and feels accountable to the company

. Has the integrity and courage to not act in self-interest and dissent when
required

e Willing to invest adequate time and effort and not spread too thin across too
many responsibilities.
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COLLECTIVE BOARD SKILLS AND EXPERIENCES IN LINE WITH COMPANY’S
REQUIREMENTS

Considering the current needs, stage of development and aspirations of GLCs, the collective
skills and experiences required of Directors can be achieved through:

e Appointing people who have led large organisations or divisions to deliver superior financial
performance or who have grown successful entrepreneurial companies

e Supplementing this by selecting Directors based on their specific relevant functional or
industry knowledge, skills and experience.

Many high performing Boards have a significant proportion of current or former CEOs from other
companies, who can contribute greatly from their practical experiences as stewards of their own
companies. Below are some example of Boards of telecom companies that include Non-
Executive Directors who are, or were, CEOs, MDs SVPs or head of large business units.

Exhibit 2.5
Composition of directors at Telecom Boards : case examples

Exhibit 2.5
Composition of directors at Telecom Boards: case examplos

Percent of NonExecutives Directors with experience leading large organisations/ divisions

Proaident Hiam Cement, GEO GEO MTH, CEO HK Stock Exehange/
Lond Luanse Australia, MD HDFC Gliticorp HIK, CEO ChinaneiCom, CEO
Indin, ox-GEO Famatual Truatees, Bank of Eant Asla, ex-QEO HERO LG/
FEO DAD, ex-CEO Tara Lee Middle East, ex-CEQ of LI & Fung
ndonesla ’ N

CEO Yuhan Kimbaty,
GEO Matrapolitan Lire,
GEO HET Anaet Komea,
GEO Bl Tax
Aceounting

/0 [S48)

50 Lo
44

Douce company webaies, annual repornt

These Directors contribute to their Board and companies in the following ways:

e Inject business acumen, particularly in helping the management team to priorities issues,
identify solutions, and make decisions that maximise shareholder value

e Proactively use their networks to advise and benefit the company, including contacts with
influential business colleagues or government

e Understand and respect the clear boundaries between Board and management
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Exhibit 2.6
Board composition at Kookmin Bank: a case example

Exhibit 2.6
Board composition at Kookmin Bank: a case example

Board composition: Total 13 Directors, 9 Non-Executives, 4 Executives

= Non-executive Directors that have been CEOs of large companies
- Chairman and CEO, Fuiji Xerox Korea
- President & CEO, LG Household & Health CGare
- CEO,Joonang libo, Sisa Media
= Executive Directors (excluding current CEO) who have led major business units
- Former MD, SME Business & Consumer Finance Citibank
- Former GEO, Kapco and GFO, Gitibank Seoul
- Former Gountry Manager, ING Bank Japan

A financial service example is Kookmin Bank, a successful bank in Korea that has recently
undergone a transformation. Kookmin has a strong Board made up of former CEOs from
reputable Korean companies, a leading lawyer and respected academics. In addition, Kookmin’s
senior management, who are represented on the Board, include former heads or large banking
divisions with international experience across North Asia.

Though mapping the existing skills and experiences of the Board against the company’s
requirements, any gaps can be quickly identified. Subsequently, a more targeted search for
Directors with specific skills and experiences can be conducted.

This mapping should also be conducted by the nominations Committee every year to review the
balance of skills and experiences of the collective Board. This will guide the committee in
establishing the selection criteria for new or additional Directors.

Exhibit 2.7
Skill review of Board composition of a property development conglomerate: a case
example

Exhibit 2.7
Skill review of Board composition of a property development conglomerate: a case example

Nature of business Required experiences Current Directors Suarfeanlpboard
» Property development

conglomerate with A B C D E F New

construction, hotel

management, and basic Legal

material (e.g. cement and g Risk & audit v | v

steel) subsidiaries § M&A w >

Performance of company e Finance v v
» Financial perfarmance has Marketing v

not met market expectations .

over the past year Operational v

turnaround

» Limited growth in domestic

construction sector .

= | Construction v v

» Aevenues increasingly =

dependent on hotel E Hotel management

management where facing £ | cement v v

stiff competition from v

international players Steel 7
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In addition, the skills and capabilities of Directors can be upgraded through training and
development programs — by existing providers such as ICLIF or the upcoming Directors
Academy.
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4, HOW CAN A PARENT COMPANY DETERMINE THE BOARD COMPOSITION OF ITS
SUBSIDIARIES?

Subsidiary (including wholly owned, partly-owned and listed subsidiaries) boards, like all boards,
should have a balanced composition — a mix of representation from management, representation
from parent company or major shareholders, and external or independent members.

As laid out in Chapter 1 of this, there should be no more than two Executive Directors, with a
maximum of 30% of the total Board — representing the management of the subsidiary on the
Board of the subsidiary.

In the event that the subsidiary is listed, the Code and reinforced through the Bursa Securities
Listing Requirements (Paragraph 15.02), require that the higher of two Directors or one-third of
the Board must be independent.

The remaining Board positions can be filled with nominees of the major shareholder in this case
the parent company.

CONSIDERATIONS FOR THE PARENT COMPANY IN SELECTING NOMINEE DIRECTORS

There are three categories of potential candidates that the parent company can select from to fill
the remaining positions — (I) group or parent company management, (ii) parent company Board
members, or (iii) parties external to the parent company.

Subject to the shareholders’ agreement and the M&A, the parent company should ensure that the
Board is balanced and consider the following factors, among others:

o Need for specific skills or knowledge as required by the subsidiary

e Need for group or parent company management to be sufficiently empowered and
accountable to effect changes at the subsidiary

e Need for parent company Board to have sufficient oversight and control over the
subsidiary.

Where the subsidiary needs specific knowledge and skills at Board level that go beyond what
group or parent can provide, then external parties should be appointed to the Board.

Having group or parent company management, such as Group CEO or Group CFO, on the Board
of the subsidiary, empowers those who are accountable for the performance of the subsidiary.
However, there are benefits to having Non-Executive Directors from the parent Board be on the
subsidiary Board, such as:

1. When Directors from the parent Board have deep knowledge or experience of particular
relevance or value to the subsidiary

2. When group or parent management do not have the depth or when additional Board
responsibilities would overstretch them

3. When the performance of the subsidiary is poor and it is strategically important or a large

contributor of profits, and greater oversight from the Main Board is required

When internal systems of controls or checks and balances are weak

When exposure to the subsidiary business would increase the overall Main Board’s

understanding of the company.

aks
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5. HOW CAN THE BOARD DEFINE ITS PRIORITIES AND ENSURE THAT THESE ARE
ALIGNED WITH THE COMPANY’S OVERALL PRIORITIES?

A Board charter should define the priority issues or topics for the Board and also set out the
Board’s role for addressing these topics — especially with respect to management. Once these
priority topics are defined, then the Board’s agenda should be limited to these topics, ensuring
each Board meeting is focused and productive.

However, to define the priority issues or topics for the Board, there must be a shared
understanding — among the Board members and between Board and management — on the
overall direction of the company.

To develop this shared understanding, the Board must, among themselves and with
management, agree on the following:

e An objective assessment of the company’s current situation — that is, the outlook for the
company if it continues to perform at current pace and levels

e The future aspirations of the company within a pre-determined time frame. These
aspirations should be articulated in terms of financial and non-financial metrics (for
example, economic profit of RM1 billion in 5 years and top 3 by market share in South-
east Asia in 3 years).

The priorities for the company can be determined based on the company’s current situation and
future aspirations — for example, dramatically cut costs by 20%, diversify revenue streams
immediately, or develop footprint in 2 to 3 ASEAN markets either through acquisition or alliance
within the next 3 years.

These priorities for the company should then guide the Board in its consideration of its priorities,
which will then form the basis for future Board meeting agendas. It should be on these critical
issues that the Board focuses its time and attention.

The Board should also communicate a clear mandate to the CEO and a management while
ensuring that both Board priorities and management mandate are aligned to the company’'s
overall priorities. This mandate is a good way for the Board to lay out its expectations for
management and therefore it should be precise and have well defined parameters.

Exhibit 2.8
Five questions that a mandate for CEO and management should answer:

Example for an integrated financial services player

1. What are you going to accomplish? 1. Broad Southeast Asia footprint, with leadership
position in domestic and 2 ASEAN markets

2. .. .towhat standard? 2. #1in terms of overall market share. #1 in terms of
credit card market share. HOE of at least 15%

3. .. .bywhen? 3. By June 2008

4. ... for which stakeholder? 4. Voluntary employee attrition and customer
satisfaction rates to remain at current levels

5. .. within what boundary conditions? 5. Full flexibility with respect to hiring management,
rewarding performers and managing-out non-
performers
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6. HOW TO ENSURE THAT BOARD PAPERS AND PRESENTATIONS ARE OF HIGH
QUALITY?

A common complain among Boards is that Board papers are long and difficult to read or that they
lack critical information or analyses. To overcome this problem, the Board needs to set clear
expectations upfront on the quality and timeliness of material they need, and then provide an
appropriate mechanism for both Board and management to obtain ongoing feedback.

Boards need to set the standards for their Board papers. This can be done by providing a
template and ensuring that the material has been reviewed by an accountable senior manager
whom the Board trusts. Typically, Board papers should be preceded with a short, synthesised
executive summary that includes:

e Action required for Board — whether it is for approval, noting or input

o Responsible parties who prepared and reviewed the report

e Essence of the case which summarises the objective and contest of the paper
o Key issues and risks, with a clear response plan

e Required actions with clear accountabilities and timeliness.

In addition, the Board can showcase particularly good papers and presentations internally after
making sure that any sensitive information is removed. This will provide management with a
clear benchmark.

Exhibit 2.9
Executive summary: an example

EBOARD PAPER AGENDA s (i)
Topic: Consolidation of 8 loan processing centres (LPG) to 3
Action required: Approve decision to consolidate

Submitted by: GM, Operations Reviewed by: Head. Retail Bank
Objective Risks/ challenges
» Gonsolidate 8 LPCs o 3 (KL, Penang, JB) to serve * Need to reassign redundant employees and
the West Coast of Peninsular M'sia in mid-Jun ‘06 manage unions
* Savings of RM 2m p.a. (50 employees redundant, * Lease of 2 locations only expire in 2009
another 30 employees reassigned)
Context/ analysis Implementation plan
* Gonsolidation is part of Wave 2 of operations * Additional machinery and space at
efficiency improvement; & other local banks have KL,PP, JB currently being sourced —
done so and transportation network has improved Ahmad by 25/4
* Pilots (Dec '05-Feb '06) in PP showed 40% * Reassign notified staff — HR from 18/3 in
increase in labour productivity from scale benefit 3 phases

* Documents to be packed, and moved in
stages — Ali from 30/5 to 30/6

Other options considered and recommended decision

* Gonsolidate from 8 to 5 * Savings RMO.5m p.a. insufficient to justify ‘project effort’

* Gonsolidate from B 1o 1 * Need back-up centre for risk mitigation purposes; 35% probability of
missing BENM deadline caused mainly by reliability of transport
network; Additional savings marginal (+AM0.3m) due fo difficulty of
reassigning staff in JB and Penang
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Boards must choose an appropriate feedback mechanism to ensure that materials are useful and
timely. For example, one leading Malaysian non-GLC Board has adopted a practice where all
Board papers and presentations are subject to a ‘rating’ or ‘grade’ as a way to provide feedback
to management. This is done immediately after the Board meeting and, has over time, benefited
both Board and management.

To implement such a practice, Boards need to do the following:

1. Establish and agree with management the evaluation criteria that will be used

2. Communicate criteria to all relevant management

3 During the meeting, put feedback in writing (verbal comments can also be
passed to the CEO)

4, Collate all input from Directors immediately after the meeting and disseminate to
relevant management team members. (For most Boards, this will be the
responsibility of the Company Secretary).

Exhibit 2.10
Board feedback form: an example

Topic: RMX milion investment into technology X
Submitted by: Chief Technology Officer
Reviewed by: Director A

* Structured
* Analytically robust

Presentation/
Discussion
» Use of time
* Quality of
articulation
* Focused on
COre issues

supported by facts and
analysis

Poor management of
time, stuck in background
rather than focusing on
rationale and need for
investment

Rating” Supporting Remarks Recommendations
Board Paper ) * Clear objectives, easily * Shorten paper — for
* Corciseness understood and well laid example section on
* Clarity out with clear messages background could have

been abbreviated

Start presentation with
key arguments and
rationale for investment

Synthesise and ariculate
key messages rather than
just reading "off the slide’

7

* Scale of 1 10 5, where 5 is highest

The Chairman is responsible for ensuring that the feedback is specific, objective and constructive
for management. And, as feedback is being provided to management, Directors should also be
prepared to receive feedback from the CEO on behalf of the management team that addresses
their contribution to the discussion.
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7. HOW CAN THE BOARD WORK EFFECTIVELY WITH MANAGEMENT IN SETTING
STRATEGY?

Boards should co-own the corporate strategy with management. Management typically bears
responsibility for developing the strategic plan, but true alignment between the Board and
management can only be achieved when the Board also plays an active role in the development
of the strategy. Specifically, the Board is responsible for:

e Guiding the strategic direction
¢ Challenging management’s strategic plan
¢ Reviewing the business plan and budget and setting management’s targets

GUIDING THE STRATEGIC DIRECTION

Early in the planning cycle, the Board should clarify its expectations of management and guide
the strategic direction of the company. Management, usually the corporate planning or strategy
function, should provide the Board with synthesised information on industry trends, competitive
behaviours, and the capital market’s current perspective on the company (for example via analyst
reports). Some companies choose to disseminate such information via a dedicated Board
meeting or an off-site session. In such instances, industry experts can be invited to present their
views rather than having printed material made available to the Board.

CHALLENGING MANAGEMENT’S STRATEGIC PLAN

Once the strategic direction has been established, management is responsible for translating this
into a strategic plan. Once developed, Board and management hold a dedicated session —
typically a 1 to 2 day offsite meetings to minimise any distractions — where the Board challenges
the assumptions, priorities and options put forth by management. It is through this ‘challenge’
session that Board and management can have a rich and deep discussion which ultimately allows
the Board to co-own the strategy.

Each major business unit should

provide in its strategic plan: Sl
Agenda for Board strategy offsite session for a conglomerate:
e Alternative strategies considered an example
. Best, worst and most likely
N Day 1 Day 2
sGenarios
09:00- 11:00 =  Analyse and discuss root 09:00 - 10:30 = Assess groups ability o
. Ke}-‘ financial and non-financial causes for any wariances in extract value from porfolio
. performance
measures to track the strategy’'s — At portfolic level 10:30- 11:00 »  Break
- Ateach business unit
SUCCESS 11:00 - 13:00 »  Assess risk/return and
. . 11:00-11:30 = Break maturity of portfiolic and
o MaJCIf risk factors and how organizational capabilities 1o
. 11:30- 13:00 = Rewewand chalienge the manage the portfolo
ma nagement intends to address strategic posioning of each
business unit and its relevant 13:00 - 14:00 = Lunch
them industry (inchuding SWOT
. analysis, market trends, 14:00 - 16:00 = Develop S-year portfolio with
. Resources requi red: pe(}ple and competitor positioning, corresponding key targets for
) MACTOScono mics) each business unit
[:apltal —  business unit 1
16:00 - 16:30 = BEreak
13:.00- 14:00 = Luneh
16:30 - 18:00 = Finalise action plans and
14:00 - 15:20 —  business unit 2 commitments
15:30 - 16:00 - business unit 3
16:00- 1615 « Break
1815 - 17:00 —  business unit4
17:00 - 18:00 - business unit 3
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Exhibit 2.12

Board's role during a strategy offsite session: thought starters

Objectives of Board

Potential questions for the Board to ask

Ensures robust ® Test assumptions about the market

strategies

(customers, com petitors, regulation,
technologies)

Add creative insight

Check that full range of strategic
choices are considered

Push boundaries on upside potential

= What assumptions have you made about

market trends, competitors, customer needs? If

you are wrong, how will this affect your
strategy?

What have you assumed about the
opportunities your competitors will pursue in
the same period?

and downside risks

Force honest assessment of
company's strengths and
weaknesses

If you had to triple your growth, which new
businesses would you enter?

What strategic choices are you making with
this plan? What choices or ideas are you
rejecting? Under what situation would you
choose differently?

Ensures good  *® Verifies that short-term budgets
process reflect required investment to achieve
longer-term strategic objectives
= Forces rigorous, fact-based analysis
= Lends credibility to conclusions/
direction

How many customers did we survey to back
this critical analysis?

How were the markets around the world
understood?

How have you ensured that the strategic
initiatives have been resourced?

The output of the strategy offsite is an agreed draft strategic plan, which management then uses
as a basis for developing its more details business plan that includes the operating plan, 12-
month rolling budget and amid-term forecast (say 3 years). Such planning is usually conducted
at the business unit level, with the corporate planning or strategy function coordinating across the
business units to derive the overall corporate level plan and budget.

REVIEWING THE BUSINESS PLAN AND BUDGET, AND SETTING MANAGEMENT’S
TARGETS

Once the business plan and budget is finalised, the Board has the responsibility to review and
approve them. In so doing, the Board should test the management’s proposed targets to ensure
that they reflect industry trends and internal capabilities, yet also provide sufficient stretch or
aspiration to challenge management.
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8. HOW CAN THE BOARD UPHOLD A STRONG CORPORATE PERFORMANCE
MANAGEMENT APPROACH?

Boards should provide oversight and the necessary checks and balances to ensure that the
company’s strategy and corporate targets are being achieved. To achieve this, the Board has
two main responsibilities, namely to:

e Review and approved the corporate KPIs and targets
e Regularly review corporate performance

REVIEW AND APPROVE THE CORPORATE KPIs AND TARGETS

Through the strategy planning process, management will develop operating plans and budgets
which the Board should review and approve. As part of these plans, KPIs and corresponding
targets will be proposed by management.

The Board should test management’s proposed corporate KPI's and targets to ensure that they
are linked to the underlying strategy and measure both direct value creation for shareholders and
any other concrete social or development objectives of the company. In addition, these KPIs
should be balanced and include measures that reflect the company’s current performance as well
as its future health.

REGULARLY REVIEW CORPORATE PERFORMANCE
The Board should regularly reviews the performance of the company against its targets. While
the frequency with which Boards should conduct this review will vary depending on the context of

the company, the minimum is at least once every quarter.

Boards should review a corporate scorecard to highlight the most important KPIs for the company
and to track the company’s performance against its targets.

: Exhibit 2.13

Corporate scorecard: a telecoms example
Monthly YTD
« EBITDA [R]
* Market share G g
» Churn
+ ARPU ﬁ =1
. Opex |/ line —
Broadband » Penetration -
Capex * ROCE - .
. - » G35l vs.
ustomer satisfaction competitors [R]
Employees | * No. of leaders -
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When reviewing the company’s performance, the Board should focus its discussion on material
‘missed’ targets, particularly to understand the root causes. Thereafter, the Board needs to be
confident that the proposed actions, accountabilities and timelines are adequate to rectify the

situation.

To aid the Board in having a productive discussion, management should prepare synthesised
reports (such as the one illustrated below). Both the CEO and senior management should guide
the Board’s discussion around the issues raised in this report and ensure that its implementation

occurs.

While the majority of discussion should be on ‘missed’ targets, it is still important that good
performance or ‘green flags’ are acknowledged. Factors for success should be identified and

replicated to other parts of the business.

Exhibit 2.14
Performance management report and examples
Dec'0d YTD
KPl status status oot couse Actions to rectify Responsibility Timeline
EBITDA % * Lower EBITOA caused by lower * Review pricing scheme of * Min, 5VP Cperations  +15605
revenues from broadband. and higher broadoand packages
opex from mebile * Freeze all dscrefionary cost~ * Fizal, GFO 15315
spending in mokile
» Mobile's lower revenue driven by * Refocus marketing campaign -+ Ahmad, GMproduct 23305
inereased shumn with new competios on cusiomer segments not development
introdueing introductony promotianal fargeted by new entrant
pricing
Mobile market * Higher than expecied acceptance of  * nfa ' nla "nia
share new marketing plan that farget growing
custDmer segment
ROCE * 175% cost overrun for GAM system * Review budget and idenify = Ali, Chief Procure- 15308
areas o lower spees rrent Officer
* Implementafion of cable delayed by 3 © = |dentify bottienecks of * Mojan, Project 31408
months project Manager
» Add another project manager  * Soo, SVP HR 306
Specific activities proposed Clear accountabilities
to rectify the situation and timelines
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9. HOW CAN THE BOARD OVERSEE THE DEVELOPMENT OF THE COMPANY’S
FUTURE LEADERS AND HUMAN CAPITAL?

The CEO, aided by the head of HR, is ultimately responsible for identifying, developing and
retaining the company’s talent pool. In particular, the CEO should have the discretion to appoint,
evaluate and subsequently determine consequences (positive or negative) for senior
management. This talent pool becomes the responsibility of the CEO, who is then personally
involved in managing their development.

However, the Board has five distinct roles in overseeing the development of the company’s future
leaders and human capital:

e Select CEO and proactively plan CEO succession

¢ Review the company’s overall performance management philosophy

e Evaluate the CEO

e Endorse the performance and development plan of those in ‘pivotal positions’
e Understand the pool of future leaders of the group and of each business unit

SELECT CEO AND PROACTIVELY PLAN CEO SUCCESSION

Selecting the CEO is the most significant task for the Board as, ultimately, the CEO is the person
responsible for the operation of the company. More and more, investors are insisting the Boards
have a credible CEO succession plan in place.

Based on the context of the company, including current performance levels, competitive
landscape and aspirations of the company, the Board should establish the criteria for skills and
experiences that the new CEO must meet and the Board should also decide which model is the
best match for the company’s culture and requirements for CEO succession.

There are, broadly, three main types of
Exhibit 2.15

CEO succession models

: CEO succession models. The first
model, a ‘relay race’ involves the Board

selecting one successor and ensuring

m o that the current CEO gradually grooms

internal organisation, the heir t0 ensure that he or she will

“Passing the :
nait hatone B tsden Randpictad by Board have the necessary knowledge and

3 - skills to take over successfully.
- i t.3
.@. Candidate selected from

e several contenders within
Welch * “Contenders” *Immelt the organisation

Candidate selected from
"a?‘

larger pool within and

. outside the organisation,
Morrison ®Hound and hare”® Conant typically with more formal

selection process
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The other two models involve competition between several candidates. In the second model, the
‘horse race’, several candidates from within the organisation compete and the Board selects the
most successful candidate based on agreed criteria.

In the third model, the ‘greyhound race’, the pool from which candidates are selected from is
wider and will include external candidates in addition to internal ones. This model requires a
large time commitment from the Board. It is typically only used when there is a distinct leadership
gap within the company or when the company’s performance or strategy has changed
dramatically, requiring a radically different style of leader.

Once the succession model has been chosen and the selection criteria agreed, the Board
through individual directors, should get to know each candidate personally. If the candidates are
from inside the company, the Directors should play a coach and mentor role and dedicate several
working sessions with the candidates each year.

REVIEW THE COMPANY’S OVERALL PERFORMANCE MANAGEMENT PHILOSOPHY

Management is responsible for evaluating the performance of each employee. However, the
Board should be involved in ensuring that there is sufficient intensity in the individual performance
management process — in other words, that there is sufficient differentiation between the rewards
and consequences between the ‘A’ players and the ‘E’ players. At the beginning of the year, the
Board should approve the compensation policies and guidelines; at the end of the year, the Board
should review the distribution of employees by performance grades and the subsequent related
bonus payouts.

Extilbit 2.16 Potential questions for the Board to ask

Review of performance distribution to Intensify performance management.
* |sthére a wide enough

distribution overall? By business?

ILLUSTRATIVE

1
B0-80% Prd=s o= [ By management layer?

k'sqms.‘:l,:
]
! n »  Does the distribution of people
: performance correlate with the
I
I

distribution of business

performance?
Least effective ‘Core (affirm and grow) " Best (invest & How widely do the rewards
(act decisively) neavily) . . .
| (including salary and promotion)
| mﬂLz vary with performance?
I Top i ®  What proportion of the bottom 5 to
prop
I Yiade menagerent 10% have left the company?
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EVALUATE THE CEO

The Board should ensure that clear expectations of the CEO are laid out in a ‘CEO mandate’.
(see question 5 for an example of such a mandate). This mandate should be aligned with the
company’s, and the Board’s priorities.

This mandate forms the basis for the CEO’s KPIs and targets, against which the Board should
evaluate the CEO. In line with the ‘Blue Book version 2.0: Intensifying Performance
Management’, it is best practice that the CEO’s KPIs are balanced and linked to the strategy of
the company, are formally agreed to between the Board and CEO and codified in an employment
contract, and that targets are clearly linked to compensation.

The performance of the CEO should be reviewed semi-annually, and the consequences of
performance — both positive and negative — should be followed through.

ENDORSE PERFORMANCE AND DEVELOPMENT PLAN OF THOSE IN PIVOTAL
POSITIONS

Pivotal positions are the most crucial jobs with the potential to create or destroy the most value to
the company. It usually includes, but is not limited to, the CEO’s director reports. For this
reason, the CEO is personally responsible for identifying these positions and evaluating the
people in these positions.

Management will have to determine for themselves the appropriate number of positions that will
be deemed to be pivotal. One way to approach this is to consider the complexity of scope and
geography of the company. For example, a single-line, domestic business might have 10 to 15
pivotal positions, while a multiple business line conglomerate that is becoming more regional
could have 25 to 50. A global multiple line business that is involved in many part of the value
chain could have upon to 100 pivotal positions.

The Board’s role is to endorse the individual’s performance and their development plans. The
Board can contribute to, and challenge, these plans and the CEO is responsible for implementing
those plans.

Exhibit 2,07
Potential quastions for the Board 1o ask

Pivotal positions: an example
& s thaere a pgood mateh between the
] ) Pivein ".",'j:_’_',‘.'.l'_',:'l:“:"" positions  and  employee  potantial?
" i () e o pateniia What actions should wo take, If any?
W%—JT .|'m'”‘""‘ « Who are thelr ikely sucoessors? Do we
| L .___'__s_.‘___l_‘ have  sufficlont  depth  In these
| L+ | o I l w I l L] | I A I | A | positions?
* Are future leadars being developed by
o = z doploying them In positions that would
stretoh them?
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UNDERSTAND THE POOL OF FUTURE LEADERS OF THE GROUP AND OF EACH
BUSINESS UNIT

The CEO’s and management team’s shared responsibility is to develop enough leaders within the
company so that the chosen strategy can be implemented. However, the Board should also have
visibility and understand the extent of any leadership gap within the company.

Exhibit 2.18
Leadership gap analysis: an example

MNumber of people, 3-year horizon

b

o
w
=y
o
=

95

85

—rr

Leaders

Current

Attrition Leaders Leaders Total Leadership
leadership required to over next 3 required to required to leadership oap
supply meet cument years meet deliver demand

husiness business additional
requirements growth initiatives

Each company should determine, based on its current strategy and future aspirations, its own
definition of a ‘leader’. In some cases, this will be limited to senior and middle managers but in
others it will also include individuals with specific technical or industry knowledge.

The Board should also understand the strength and depth of leaders across the group: by
business unit, by subsidiary, and by job level. One template or framework that is used by many
leading companies globally is a performance evaluation matrix that provides the Board with a
quick snapshot of the performance and potential of employees across the organisation. The task

of evaluating each individual is management’s but the Board should understand the implications
of the overall leadership pool.

Exhibit 2.19 Potential questions for the Board to ask:

Performance evaluation matrix: an example )
. Do we have a healthy proportion

of ‘stars’? How healthy is

I on

ce and potendial

High

Under

Fromising

this by business unit and job

Star
10% L

perform

\_25%

Potential — L
(e.g. leadership, 10% Diependat'3
values, other Medium E 9% 1
competencies) N
Steady achiever
5
Low
Low Medium High
Performance — Emphasises actual resultsfachisvements
Group
| BU1T ...
I BUZ.
| Top executives (VP and abowe]
I Middle nt (GMs...)

level?

How many of each type of leader
are we short of (e.g. marketing,
operations)?

What must we do to close this
leadership gap soon? (e.g.
recruiting, promoting

upcoming future leaders)
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In addition, a candidate visibility matrix could assist the Board to tract how well they know the
candidates. Once the Board is comfortable that they know each candidate, they should review a
complete fact-base of the candidates’ leadership achievements and development needs before

creating a shortlist.

Exhibit 2.20
Candidate visibility matrix: an example
irectors
Candidates
1
2
3
4
A
B
7
8
g
10
Knows the candidate well and s

Interacting with candidate
menioring them on & regular basis

- Mo inferacton ata 7’

For the Board to be effective in this area, it must make human capital management a priority on
the Board’s agenda. For Most GLCs, this will mean dedicating blocks of time to discuss these
issues — either during regular Board Meetings of at Special Board meetings. Below is a sample
half-day agenda for an offsite meeting dedicated to human capital management and some of the
guestions that Boards need to ask.

Exhibit 2.21

Agenda for HCM offsite: an example

Time

Topics

09:00 - 05:15

09:15-10:00

10:00 - 11:00

11:00-11:15

11:15-12:45

12:45— 13100

Review the progress of overall HCM action
plan

Endorse performance management
philosophy

Review distribution of performance reward
and conseguences

Review and debate the leadership gap
within the group, and by BU and by job
level

Endorse CEO's recommendations on
progress review of existing holders of
pivatal positions (including mapping talents
with key positions)

|deniify areas of improvemenis cn the
development programs (e.g. rotation plan)
and advise how fo address them

Break

Finalise the list of candidates for key
executive positions (CEQICOO)

Develop the individual development
program to make them ready for the
transition

Agree on how o get to know them to help
make decisions later in the year

Finalise acfion plans and commitments

——

wawdopaag

.

juawabeuepy
oUBUUOMSH

Buiuuey
UoIS5399Ng

dwyssapea

Potential questions for the Board

What are our objecfives for HCM?

What iz our strategy fo atfract, develop and retain top
talent?

|z there a wide enough distribution to differentiate high
performers from low performers?

What is the strength and depth of our leadership
‘bench’? What is the impact of this gap on our ability to
achieve our targets?

Who are in pivotal positions? |s there a good match
hetween positions and employes potential?

How are we balancing our performance objectives with
talent development objectives?

What is the model chosen for CEO succession? Have
we agreed on the selection criteria?

Are we happy with the guality and quantity of potential
candidates?

How are we planning fo get to know them, and what
progress has been made to short-list them?

How have we progressed against our objectives for
HCM?
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10. HOW CAN THE BOARD GUIDE THE MANAGEMENT OF THE COMPANY’S RISKS?

Management, typically, is responsible for measuring, analysing and controlling the company’s
risks together with the Board that sets the parameters and provides guidance. Risk assessment
should be conducted in conjunction with the development of the company’s strategy, as risk will
be a critical input and is closely linked to strategy.

There are many ways in which risk can be assessed but irrespective of the methodologies
chosen, the Board has three specific roles:

o Determine the company’s risk parameters

e Understand the major risk exposures and ensure the appropriate risk management
approach is in place

e Ensure that risk is considered in all major decisions

DETERMINE THE COMPANY’S RISK PARAMETERS

When reviewing and finalising the company’s strategy, the Board should be comfortable that the
company is able to bear certain risks — it should approve the appropriate limits on the aggregate
amount of risk for the company. In some cases, the risk capacity of a company will be a key
determinant of its chosen strategy.

Some of the ways that the Board can determine the company’s risk parameters include, but are
not limited to, the following:-

o Establish a target credit rating. The Board could establish a desired target rating — for
example, BB. The company’s risk-taking will then be limited by the need to ensure that a
certain level of cash and cash flow is available at any given time to cover any interest
expenses and maintain required debt-to-equity ratios in line with the target rating.

e Establish an overall risk threshold. The Board could establish parameters to guide which
risks the company should and should not take for example, all risks should be under RM10
million, taking into account the estimated magnitude of the risk multiplied by the probability of
its occurring.

e Establish a hurdle risk-adjusted return. The Board could establish a minimum hurdle rate
for all major decisions. This hurdle-rate could then be adjusted to take into account any
additional risk that the company might have to bear. For example, if the Board determines
the minimum hurdle rate to be 10%, and the quantification of risk (based on magnitude of risk
and probability of impact) is estimated at an additional 2%, then the risk-adjusted hurdle for
that decision would be 12%.
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UNDERSTAND MAJOR RISK EXPOSURES AND ENSURE THAT THE APPROPRIATE RISK
MANAGEMENT APPROACH IS IN PLACE

The Board should have an aggregated view of all the risks that the company faces to be able to
understand the concentration and size of major risk exposures. It should then ensure that
management, through internal controls, has put in place the appropriate risk mitigation plans — in
instances where the magnitude of the risks and the costs to mitigate such risks are justified.

There are many ways that risks can be categorised — one way is to classify them into three types
namely, event-driven risks, continuous risks and decision risks. The depth of the Board’s role
and the specific risk management approaches taken will vary by each type of risk.

Exhibit 2.22
Classification of risks

High-impact / low-
probability events that

por o

Unanticipated changes
in business environment

Conscicus decisions on
business scope and setup

result in business that affect business
detenoration performance
Strategic = Disruptive technologies = Competition = M&A and divestitures
= Regulatory uncertainty = Demand = Manufacturing footprint
* R&D pipeline
Financial » Credit default v FX/Interest rates * Leverage
= GDP/Sector Growth = Debt structure
= Energy/Commodity Price
Operational = Operational breakdowns = Inventory obsolescence = Layoff programs
= Strike = Production waste = Capacity management
= Matural disaster
= Warfterrar
= Product recall
Build
differentiating risk Manage cash flow .
management vnlaﬁlit?r to maximise Optimise risk/return
capabilities to enterprise value profile for decision

minimise impact

‘Event-driven’ risks involve a sudden shock that can arise from any general type of risk —
including, among others, an introduction of a new disruptive technology, operational breakdowns,
natural disasters, and a key customer defaulting on his credit terms. While there may be a
relatively low probability of these events occurring, should they occur, the negative impact that it
can have on the company might be significant.

Such events risks are usually best identified and managed by management. However, the Board

should ensure that it has visibility as to what these potential risks are and that management has
developed adequate mitigation plans in line with the risk parameters established by the Board.
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An example of a risk-rating matrix, maintained by management, to identify, quantify and manage
‘event-driven’ risks is illustrated below.

Exhibit 2.23

Risk-rating matrix: an example

Almost
certain

Likely
Positive
Unlikely

Rare

Likelihood of occurence

[ - Hion Risk

. = Medium

=Low

Minor

Insignificant

Moderate

Major  Catasirophic

Magnitude of impact

Potential questions
for the Board to ask:

Are sufficient back-up
plans are in place, with
clear accountabilities and
timelines?

Are we over-investing on
high impact risks with low
likelihood of occurrence?

7

Based on the mapping above, mitigation plans should be developed for sides which are deemed
to be ‘high’ and ‘medium’, it is important that risk mitigation plans include who is responsible and
the agreed timeline for implementation — and that this is followed through. The Board must be

assured that an appropriate response plan is in place should the actual event occur.

Exhibit 2.24

Risk mitigation plan for high risk events: an example

Review
Risk title Risk description Action to mitigate risk Responsibility date
Product If the product line » Conduct focus groups Team leader 30 June
consolidation is consolidated with dealers to Mr. A llustrative 2006
strategy inappropriately then investigate product
markst share will be range issues
lost « Conduct detailed
competitor scan of
product offerings
Regulatory If we are unable to » Negotiate with joint Team leader 31 Oct
approval late gain regulatory venture partner to Mr. B Tester 2006
by 1 month approval on time continue writing
then new business business to joint
cannot be written to venture book
the new entity = Contract local legal
adviser experienced in
gaining regulatory
approvals

7
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Major decision risks are those risks associated with one-time decision — such as making a
significant R & D decision for a specific product, a major acquisition, or launching a company-
wide layoff program. In such situations, the objective is to maximise the risk/return profile for that
particular decision. For example, if the company is going to make a significant R & D investment
in a specific product, there will be risks about whether the product will be accepted by consumers,
the competitive reaction t the product, manufacturing and distribution risks, etc.

Once again, it will be the responsibility of the management to develop mitigation plans for the
biggest decision risks — for example, conduct focus groups to increase the likelihood of consumer
acceptance, study the market and analyse the potential competitive reactions. The Board, as it
reviews and approves these major decisions, should ensure that the risks have been mitigated
wherever reasonably practicable and cost effective to do so.

‘Continuous risks’ are unanticipated changes in the business environment that can affect
business performance. These are also referred to as market risk and include fluctuations in
foreign exchange or interest rates, energy prices, or sudden increase in competition. These risks
are most closely linked to strategy, and as the Board is responsible for co-owning strategy with
management, these risks should similarly be co-owned.

As the biggest continuous risks are integral in the formulation of the company’s strategy — in
addition to some traditional methods of mitigating continuous risk, such as hedging — the Board
and management could choose to amend the strategic plan to better manage or mitigate these
risks. As always, risk management strategies should only be implemented when the impact of
the risk, and the probability of it occurring is high, and when the benefits of mitigation outweigh
any associated costs.

ENSURE THAT RISK IS CONSIDERED IN ALL MAJOR DECISIONS
The Board should ensure that a culture of identifying and managing risks exists throughout the
organisation. One way to do this is by setting the right examples and tone and ensuring that

there is a risk analysis and quantification conducted prior to any decisions being made by the
Board.
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CHAPTER 3

CONDUCTING AN ASSESSMENT OF THE BOARD
EFFECTIVENESS
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CHAPTER 3 CONDUCTING AN ASSESSMENT OF THE BOARD
EFFECTIVENESS

BOARDS, LED BY THE CHAIRMAN, should undertake three steps to begin their journey of
raising Board effectiveness -—conduct an assessment on the Board’s current effectiveness, then
develop an actionable improvement program (which should cover the next 12 months), and begin
implementation of the program. This chapter provides a guide for GLC on how to begin this
process — Steps 1 and 2 in the exhibit below. Boards should then review their progress every 6
months and refine the improvement program accordingly.

Exhibit 3.1
How to raise effectiveness of the Boards

All listed
GLC Boards to complete
this by December 2006
Step 1 Step 2 v Step 3
Conduct Develop an action- Implement
Board Effective 7" able improvement * initiatives in '
Assessment (BEA) program program
= Chairman to lead = Based on gaps = Individual Directors or
assessment identified, Board members of
i agrees on rectifying management lead
* Board has option to actions specific initiatives
conduct assessment
in-house or obtain = Clear milestones and
external support to accountabilities set
facilitate process
Ongoing
Review progress _
against milestones |
= Every 6 months, plan time in Board
meeting to review progress and make
adjustment to program as necessary
= Annually, conduct shorter Board
evaluation and incorporate inputs into
program
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OPTIONS FOR COMPLETING THE BEA

The Chairman of the Board is responsible for leading this effort. Boards can choose to conduct
the assessment themselves or seek external support to facilitate the process.

Board conducts the BEA. All Board members are required to participate, and the
Chairman — or a specifically designated Director - - should lead the process and be
responsible for preparing materials to facilitate the discussion. The discussion can form
part of a Board meeting or be held as a separate session.

Once the Board has agreed on their strengths and weaknesses, a follow-up session
should be held to develop an actionable improvement program with specific initiatives,
milestones and timelines.

External consultants assist Boards in completing the BEA. There are a number of
ways in which external consultants can assist Boards in completing the assessment.
Each Board should scope an approach that is tailored to their current context, and
determine the external consultant that is best suited to assisting them. To obtain
suggestions of potential options on how to structure the necessary support, GLC Boards
can contact the Transformation Management Office (TMO), located within the Secretariat
to PCG.

The PCG encourages GLC Boards to seek external support to facilitate this process, particularly
if this is the first time that any form of board assessment has been conducted. It is often very
difficult to self-diagnose and identify weaknesses, and an external board governance consultant
can provide objectivity, while also sharing ideas and assisting Boards in developing an effective
improvement program.

The step-by-step process

Step The activities Helpful tools The result
1 gzzerzss # For each component (and ® Assessment grids Completed BEA
current sub-component) determine describing criteria to with a rating for all
effectiveness Board's rating on a scale of 1 to 3 meet best practice for components
(where 3 is best practice) by each component (refer
reflecting upon the Board's Appendix 1)

s os o8

current strengths and weaknesses

o If the assessment is facilitated by
an external consultant, then
additional interviews, review of
the Board's materials and
minutes or observations of Board
meetings will be reguired to
gather a sufficient fact-base to

determine the rating.

B 8 % B & B 5 B B % 8 % B % % & B & & B B & & & & 8 & % B 4 & ¥ B 4 & & & & ¥ 8 & & 4 B 8 & £ 3 & & & 3 3 & @

Page 64 of 71



Step

2. Develop
an actionable
Improvement
program

3. Implemeant
Initlatives
In program

4. Rogularly
roview
Propross

The activities

* Based on the rating for each

component (and sub-component),

identify the main gaps in the
Board's current laval of
effectiveness

* Discuss the root causes of each
gap, then propose, and priorntise
actions to resolve them.

* It external consultants are
assisting Lo develop the program,
It 15 Important that the assess-
ment has been agreed upon with
the Board, or that there is
sufficient interaction with the
Directors - such as a workshop -
before agreaing on the program.

I R B R )

* Nominate individual Directors or
members of management to lead
Implamentation of each Initiative

& Evary six months, plan time in
Hoard maating to rview progross
achioved agalnst improvament
program established

* Chalrman should lead discussion,

and based on feadback of Board,
rafine the program accordingly

* Input from annual Director and
Hoard evaluation should be
Incorporatad in these review
nonnlony

Helpful tools

* Practical suggestions,
Including examples that

the Board can adopt
(rafer to Chapter 2)

o Template to record
action plan (refer
Appendix 1)

* Tomplate of Bosrd
Ansunnment and
Action Plan (refer
Appendix 1)

The result

Actionable iImprove-

ment program with

specific milestones,

covering the naxt

12 months

Board effectiveness

Improves as

milestones are

achieved

Frogross and

accomplishments

dincunsed overy 6

monthes, and

Improvement

Program rafi
accordingly

nod

At the ond of this chaptor, thelra 15 o disguised oate axample of how a GLE Board conduacted the assesament and
doveloped ts notionable Improvement program, including the stops takan Lo imploment the program over the first

O months
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CASE EXAMPLE - BANK CONTOH

This is a distinguished example based on the experience of several GLC Boards. The facts and
characters are typical but disguised and do not refer to any particular company or individual.

SNAPSHOT OF COMPANY AND BOARD

Context of company

Bank Contoh is an integrated financial services company with four main subsidiaries - retail and corporate banking, asset
management, insurance, and merchant banking. The bank's international presence covers eight countries and includes

minority stakes in two ASEAN based banks.

In the past 2 years, the bank acquired and integrated three smaller businesses to increase its domestic market share in

hire purchase leasing, credit cards and insurance.

However, the bank has consistently underperformed market expectations for the last four quarters and eight analysts
downgraded their rating from ‘buy’ to, ‘neutral’ over that same period. In particular, concern has been raised about the
bank's higher cost-to-income ratio compared with 1ocal peers, which is driven by high provision levels and low labour
productivity.

Bank Contoh has recently hired three new executives into the senior managemeant team following the loss of executives
after the recent acquisitions. Analysts are sceptical as to whether the bank will be able to extract the synergies promised
from the acquisitions.

Total return to shareholders Profile of directors

Percent ®  Chairman: 25 years experience in many businesses - financial

125 ¢ KLCI services, property, retail and hotel services. Nominee of GLIC and

120 also a Director of two other companies

115 ® CEO: Joined the bank 22 years ago and served in various capacities

132 Secior within the group before taking the helm

100 ! gzmoh ®  Executive Director A Is the MD-CEQ of insurance arm and has 12
95 years experience in the insurance industry. Previously worked for an
gg B insurance company that mergad with the group

a0 ®  Executive Director B: Is the COO of the group. Joined the bank

May ‘04 May ‘05 Apr 06 recently from a foreign bank

®  ndependent Director C: Is a chartered accountant and retired
partner of a ‘big four accounting firm who specialises in risk
management and internal ¢ontrols. Chairman of Audit and Group

Fast facts on board Risk Management Committees

Composition ®  Independent Director 0: Is a former SVP at a GLC in the industrial
™ 10 members - 40% independent, sector and is experienced in operational turnaround
30% executives and 30% represen- ®  |ndependent Director E: Has a legal background and is the former
tation from significant shareholder EVP of Corporate and Legal Affairs with the Securities Commission
®  |ndependent Director F: Is a qualified engineer and holds directorships
Meetings in three other GLCs and two private sector firms
* 8scheduled and 4 special e Director G- Is a GLIC nominee who started his career with the

meetings last year government and has held various posts in the Ministry of Trade and

Industry, PM's department and Ministry of Finance. Also a Director
L] 4 Board Committees - Audit, O'? the GL'? s Board . . o
Nomination and Remuneration, ®  Director H- Is the retired GM of Credit Control division and was
Credit, and Risk Management appointed to the Board due t0 his experience on credit issues. A GLIC
nominee

Committees
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CASE EXAMPLE - BANK CONTOH

BOARD EFFECTIVENESS ASSESSMENT: AS AT MARCH 2005

Structuring a
high-performing Board Strengths

1
Structures the Board to match the | ® Right size and balanced composition (3 EDs, 4 independents)
COMPany’s requirements ® Skills and experiences well aligned to bank’s reguirements

1
Defines committees’ role, structure| ® 4 committees, all well composed and adhering to clear charters
and compaosition to complement
the Board's requirements

1
Selects and nominates Directors ® (Clear selection criteria established and sound process in place
using a disciplined process

1
Evaluates the Board as a whole & Appointed independent party to conduct peer review
and each Director regularly

Ensuring effective Board
operations and interactions
1

Makes every Board meeting ® Board calendar and agenda planned 12 months ahead

productive

Ensures the quality and timeliness
of all Board information

1
Builds trust via positive interaction | e positive dynamics with active participation by all directors
dynamics and open
communication within the Board
and with management

]

Fulfilling the Board's fundamental
roles and responsibilities
1

& 3 sessions dedicated for strategy discussion
® Sufficient challenge of management assumptions, and Board jointly ‘owns®
strategy

Contributes to corporate strategy
development and setting of targets

Upholds a strong corporate
performance management system

1
Oversees development of the
company’s future leaders and
human capital

® Enterprise Risk Management framework in place and key risks identified
Understands and manages the k g P y

company’s risks

i ® Considers capital market perspectives in decision making
Adopts shareholders’ perspective

when making decisions

TeTe e v S ® Chairman and Board has good reputation and proactively manages stakeholders

interests
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BOARD EFFECTIVENESS ASSESSMENT AS AT ......ccceviiinnneee

Weaknesses

Best Practices to adopt

Average rating

3 2 1

|

& Codify and review roles of Chairman and
CEQ every 2 to 3 vears

SEEE- TR § FEEE- =

® Papers only received 72 hours before Board

® Does not actively source candidates unless ® Proactive sourcing: Start regular review of Board H 1

' 1

VACANCY anses skills and experiences, and shortlist suitable H x H

_ 1 1

candidates that would be complementary ! !

@& Results from reviews not followed-up, nor ® Chairman to have one-on-one feedback session with H 1

' 1

discussed Directors to tailor individual improvement plans H ), H

i i

T

® Too much time on operational issues. ® Review Board charter to ensure includes board's i i

® Sessions typically run over as insufficient priorities that are aligned with company’'s priorities H X

' v

time allocated for Q&A and CEO's mandate H H
@ Papers difficult to navigate and lack key analysis ® Board papers to contain pertinent critical analyses

and be preceded by 1- to 2- page executive

- ==t - - 4

meeting SUMMmMary
® Discussions with management overly ® Balance can be shifted away from just highlighting H H
L] 1
focussed on highlighting problems, rather problems to identifying solutions H A H
' 1
than solving them H H
® Set baseline, stretch and aspirational targets for

management, and clearly state constraints -
instead of just a single point target

--H--

#® Unclear what to look for in management report ® 1-page performance flash report E i
® Questions may be overly critical instead of ® Board to focus majority of discussion on ‘missed” H x
' v
constructive targets H !
Mo exposure to ® Two half day offsites to increase exposure to HCM E E
® Performance management principles topics highlighted H 1
# Top talent performance P Ehlig H I 1
® Leadership pool i i
® Ensure that framework is applied @ Set up Risk Management Unit to build capabilities

to track continuous and strategic risks

Sy

Sy

Sy

1 - Significant gaps; 2 - Meets requirements; 3 - Best practice
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OF ITS EFFECTIVENESS

Structuring a
high-performing Board

2

Average rating

1

Structures the Board to match the
company’s requirements

Defines committees’ role, structure
and composition to complement
the Board's requirements

Selects and nominates Directors
using a disciplined process

Evaluates the Board as a whole
and each Director regularly

Ensuring effective Board
operations and interactions

Makes every Board meeting
productive

Ensures the quality and timeliness
of all Board information

1
Builds trust via positive interaction
dynamics and open
communication within the Board

and with management
]

roles and responsibilities
1

Fulfilling the Board's fundamental

Contributes to corporate strategy
development and setting of targets

Upholds a strong corporate
performance management system

Oversees development of the
company’'s future leaders and
human capital

Understands and manages the
company’s risks

Adopts shareholders™ perspective
when making decisions

Balances valid stakeholders
interests

ek

Sl

L]

L)

L¥]

L)

o

L

T L L L CCCCEEEEEEPSEPPEPPPEET B

>

#l Strengths

Well structured Board of 10 Directors
with skills and experiences that are
relevant to the Bank

Appropriate number of Directors in Board
committees and Directors have neces-
sary skills to execute responsibilities

Board provides sufficient input into ]
strategy setting and at the right time so it :
is in sync with management's planning
cycle

Weaknesses

Despite the existence of a Board Charter
that clearly defines the Board's role,
Board discussions tend to cover many
gpporadimma! desees g vliscawsinng
consistently run over the allocated time

Voluminous amount of material sent to
Board without clear synthesis and
without sufficient pre-reading time

Development of future leaders and
human capital management did not
sufficiently feature on the Board's
agenda especially considering the
importance of having a strong pool of
leaders to expand the Bank

Performance management reports were
difficult to navigate and discussions were
not focused on identifying and rectifying
the root causes that led to targets being
missed
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CASE EXAMPLE - BANK CONTOH

SELECTED FINDINGS FROM THE ASSESSMENT

Board provides sufficient input into strategy setting and at the right time so it is in sync

with management's planning cycle

# Board dedicates sufficient amount of time for deep and thorough discussions on strategy
development. There are three specific sessions: 1) at the beginning of the planning cycle,
a knowledge sharing session is facilitated by external industry experts to help the Board
shape strategic direction, 2) a 2-day offsite is held 10 debate the strategic plan put
forward by management, and 3) a final 4-hour session is allocated to approve the targets,
budget and operating plan for the following year.

® Review of the agenda and minutes from the strategy sessions indicate that Board members
posed questions to appropriately challenge some key management assumptions (for
example, the growth rate of insurance products). In addition, the Board was proactive in
Jointly working with management to identify potential threats and challenges in the
upcoming year (for example, potential competitor movements).

e However, it was agreed that in hindsight, the Board should have spent more time discussing
and challenging management’s assumptions on the timing and magnitude of synergies
from the acquisitions.

Consequently, the Board determined that their rating on this dimension was between a ‘2’

{meets requirements) and a ‘3" (best practice)

Weaknesses Despite the existence of a Board Charter that clearly defines the Board’s role, Board
discussions tend to cover many operational issues and discussions consistently run over
the allocated time
s An analysis of how the Board spends its time during meetings revealed that actual Board

deliberations are focused disproportionately on operational matters. Consequently, to
make time for discussing other, more critical, topics meetings overran the allocated time.

Split of time spent at main Board meetings

100% = &80* 73 110
Other :5—‘--.‘ 10 3_/—5—5:
HCM L :?; +- 0
Risk 10
Performance 20 N =
management
Strategy 25 45
. 33
Operations 20
Target Flan as Actual
based on per agenda
priorties

* ppproximately 8 meetings at 6 hours each
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CASE EXAMPLE - BANK CONTOH

Weaknesses

® Further analysis indicated that the Board was spending more than the allocated time on
operational matters as Directors were probing more deeply into understanding the
company's operations - as they felt that it was their key role and responsibility to do so.

® [t was discovered that if the Board was clearer as to what its role should be, particularly
relative to management, and had greater clarity about what the Board priorities should
be, then less time would be spent on operational matters.

Consequently, the Board determined that their rating on this dimension was between a ‘2’
(meets requirements) and a *1° (significant gaps)

Development of future leaders and human capital management did not sufficiently

feature on the Board’'s agenda especially considering the importance of having a strong

pool of leaders to expand the Bank

« The Board needs to have greater visibility on HCM issues, especially as a number of major
initiatives have not met internal targets due to poor execution capabilities. In addition, the
Bank has seen a significant rise in attrition rates among high-performing executives.

« With the continued strategy of making domestic and regional acquisitions, the quality of
the pool of future leaders is critical to overall success.

« During the last year, HCM discussions only featured twice in Board meetings: 1) to appoint
several senior executives and 2) to approve the overall company-wide bonus payout.

® However, the discussion on compensation structure was brought to the Board too late into
the ¢cycle, which led to the Board having to approve both the outcome of the performance
evaluations and compensation structure at the same time. This was not ideal as it limited
management’s ability to properly differentiate rewards and consequences.

Consequently, the Board determined that their rating on this dimension was a ‘1’
(significant gaps).
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APPENDIX 1

TEMPLATE AND ASSESSMENT GRID
TO DETERMINE CURRENT LEVEL OF EFFECTIVENESS
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ASSESSMENT AT A GLANCE

Structuring a
high-performing Board Strengths

Weaknesses

Best Practices to adopt

Average rating

3

2

1

Structures the Board to match the
company’'s requirements

Defines committees’ role, structure
and composition to complement
the Board's requirements

Selects and nominates Board
members using a disciplined
process

Evaluates the Board as a whole
and each of the directors regularly

Ensuring effective Board
operations and interactions

Makes every Board meeting
productive

Ensures the quality and timeliness
of all Board information

Builds trust via positive interac-
tions dynamics and open
communication within the Board
and with management

Fulfilling the Board's fundamental
roles and responsibilities

Contributes to corporate strategy
development and setting of targets

Upholds a strong corporate
performance management system

Oversees development of the
company’s future leaders and
human capital

Understands and manages the
company’s risks

Adopts shareholders’ perspective
when making decisions

Balances valid stakeholders
interests




APPENDIX 1

HIGH-PERFORMING BOARD

Structures the
Board to match
the company’s
requirements

3 - Best practice 2 - Meets requirements

Size is right

® % % % % % % % % F B ® 8 ® ¥ ¥ 8 % % ¥ ® B F B % ¥ & B F 3 F & B B B B 4

Board is large enough to
fulfill all roles and

® Although size might ‘fesl
right’, thera has never

responsibilities yet small been a conscious
enough to ensure open decision about the
constructive discussion and number of Directors

debate required by the Board
10 Directors or l2ss unless

spacial circumstances exist

which allow up to 12

Board composition is baianced
- and at least one-third is
independent

® % % % % % 8 % % & B ¥ 8 F ¥ ¥ 8 % % ¥ % B F B % F & B % 3 F & B B B B 4

Mix of Directors ensures [ ]
that no individual or small

group of individuals

dominate decision making

(As per best practice)

Sufficient representation
from significant shareholders

At miost, there are two
Executive Directors or up to
30% of Board, unless special
circumstances allow for three

Clear separation of Chairman
and CEQ

P

Agreed separated roles are
adhered 10

® Clear distinction between
the roles of Chairman and
CED, and adherence to
these boundaries, but
never regularly reviewed

These roles and
responsibilities are reviewed
regularly (e.g every 210 2
vears) or when changes in
company's strategy,
operations, parformance or
managemeant make it
necessary

B 8 8 3 8 & % & 8 3 B & % B & % 8 % 3 & 4 % & 8 3 8 & & & & & & & & &

Skills and experiences in line
with company’s requirements

Collectively, Directors’ ]
backgrounds and
experiences are relevant to
the nature of the business
and stage of the company’'s
development. Include
sufficient functional skills
(e.g. marketing) and,/or
based on industry
knowledge or commercial’
experience

Directors’ backgrounds
and experiences have
been the right mix in the
past but perhaps do not
serve the company’s best
interests today

® Chairman selected
without consideration for
additional leadership
qualities

Compensation aligned to
skill sets required of
directors

® Number of directorships
in listed companies
capped at 5, and non-
listed capped at 10

Chairman has stature and

leadership skills required

Mumber of directorships in
listed companies capped at
5, and non-listed capped at
10

1 - Significant gaps

® Toolarge (8. g more
than 10), resulting in
ineffective discussion
and/or decision making

®  Too small (e.g. less than
&) makes Directors fesl
overstretched

®oF % % & % 8 % B % B %

®  Lessthan one-third of the
Board is independent

®  Includes more than two
Executive Diractors or
greater than 30% of
Board (or three where
special circumstances
apply)

®oF % % & % 8 % B % B %

[ ] Mo clear separation of
roles between Chairman
and CEOQ

4 % 8 % % 8 % % % 8 w5 @

@ Directors’ backgrounds
and experiences not
balanced or relevant to
current or future needs
of the company

[ ] Chairman selected from
among the Directors
without need for
additional leadership
qualities

] Mumber of directorships
in listed companies
greater than 5, and/or of
non-listed greater than
10
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3 - Best practice 2 - Meets requirements 1 - Significant gaps
Defines &  Only those committees & (As per best practice) &  Committees either not
committees’ necessary are established formed or not used
role, structure The committess adhere to effactively
and composition clear charters as
to complement established by Board
the Board's

®  Committess are composed
of the ‘right” Directors -
both in terms of number
andtype

requirements

D T R S S 4 0w % % % % 4 B = ® % % % % B B E o ® % % % % = & £ ® o+ F ® ® £ o+ & o+ T o

Selects and Clear seiection criteria
nominates exists
Directors using ®  Selection criteria exists e Selection criteria exists & Selection criteria is
a disciplined formulated based on
process ] Criteria is tailored to meeat the pool of available
current and future needs of candidates, rather than
the company the company’'s needs
MNomination process is
objective
] Momination Committea e (As per best practice) L] Momination Committee
identifies and objectively puts forward only
evaluates potential candidates pre-
candidates against identified by an external
selection ¢riteria party with vested
interast
L] Candidates are put forward
for approval by the Board and
then by the shargholders
L] Momination process is
transparant
Finds candidates fram likely
and unlikely sources
] Momination Committea ® (4s per best practice) ] Nomination Committee
proactively maintains a does not proactively
‘pipeline” of potential identify potential Board
candidates sourced from candidates
both current channels, as
well as from ‘unlikely . Only relies on proposals
sources’, such as received through
professionals within normal channels

Malaysia, Malavsian
expatriates abroad,
experienced overseas
directors, etc.

® % % % ® % ® % ® % v % % % % ® 4 E B E % % % = % = B F B F % F = & F % H F F B F B B ok % F + 0+ o+ & k= 4 2 ® 2 & w



APPEMDIX 1

3 - Best practice

Evaluates the Clear performance
Board as a evaluation criteria exists
whole and each ®  Criteria exists for individual e Criteria exists for e Mo formal performance
Director Directors and Board as a evaluating individual evaluation criteria
regularly whole Director and collective exists for individual
Board performance - but directors or the Board
®  Criteria reflects company's criteria does not fully as a whole
current and expected reflect company's current
position and environment, and expected position and
and is in line with environment
company's requirements
. Criteria communicated to all
Directors, including possible
consequences
Nomination Committes
leads the process
&  Nomination Committes ¢ Nomination Committee e Mo formal evaluation
might be assisted by leads the process (and reports generated
external support might use external
support) and reports back
®*  Nomination Commities to the Chairman
reports back to Chairman
®  Reports incorporate
. Evaluation reports include anonymous feedback
anonymous feedback (peer from pears only
and management) as well
as recommendations
Chairman leads the
follow-up process
®  Chairman discusses results e Chairman raviews results . Limited, if any, follow
with each Director and and discusses implica- through on evaluation
creates a personalised tions, including areas of reports conducted
action plan for the coming development, with each
year director
& Board develops a board
improvement program after
discussing and exploring its
collective strengths and
weaknessas
Training addresses
development areas
®  Training programs are o Training programs are put e Limited, if any, training

tailored to areas identified
as requiring improvement

. Directors proactively
participate in these training
5es5i0ns

® % ® % % % ® ® ®F o ® o ® ® % % B ® % % B B BT B B B % ® B % % ¥ B B T P B L % B B ® T T B F B P F L W B E B F T B E o E

2 - Meets requirements

together but not targeted
to key development areas

®  Participation in training
programs a ‘box checking'
exercise

1 - Significant gaps

programs
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OPERATIONS AND INTERACTIONS

3 - Best practice 2 - Meets requirements

Makes every Foliows a set schedule
Board meeting ¢ Board calendar with draft ¢ Board calendar with draft ]
productive agendas set 12 months in agendas set 12 months in
advance and synchronised advance and
with management planning synchronised with some
cycle key events in
managemeant cycle
&  Board revisits calendar on a
regular basis (e.g. quarterly)
to ensure topics are still
relevant and to identify
areas for
improvemeant
Chairman determines agenda in
consultation with CEQ
¢ Chairman determines & Chairman determinas ]
agenda with assistance agenda with assistance
from Company Secretary in from Company Secretary
consultation with CEQ in consultation with CEO
L]
®  Agenda addresses priority
strategic issues, and not
detailed operational issugs,
and allows enough time for
rich discussion
Adheres to a clear charter
¢ Thereis a well-defined ® Thereis a well defined ]
charter which is adhered to charter which is adhered
and reviewed at least every to
2 yaars to test applicability
to company’s current ® Thereis no formal
situation mechanism for its review
and tends to only be
® Board charter reflects Board reviewed when there is an L
roles and priorities, which extraordinary event or
are aligned with the crisis
company's overall short- to
medium-term priorities
&  Board charter also reflects

mandate provided to CEOQ

1 - Significant gaps

Board calendar is not
set in advance

I I T T T Y

CEQ or Company
Secretary responsible
for board agenda

Mot enough focus given
to priority issues and
never enough time for
rich discussion

P

There is a charter, but
Directors are largely
unaware of it and it has
no bearing on how the
Board manages its
operations

Board rarely reviews or
updates the charter
unless required to do so
by law or regulations

# B B ® % B % % % % & B & B B # % B % # % & & % & 6 K 6 # K % F & & & ® 6 K K K B & % ¥ & & & F & K K B F B & F &8 & &
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2 - Meets requirements

3 - Best practice

1 - Significant gaps

Ensures the
quality and
timeliness of
all Board
information

vvvvvvvvvv

Board papers are clear and

relevant

o Board papers are set out
logically and contain
synthesised information and
pertinent critical analyses
and

e Board papers are set gut
clearly and do contain
critical analyses but are
often too long with not
enough synthesis

& Additional information is
only provided if
specifically requested

e Board papers are preceded
by a 1- 10 2-page executive
summary

& Noformal or regular
mechanism to provide
feadback on quality of
board information

o Additional information is
provided when reguired to
assist decision making

e Board papers ‘rated’ by
Board and constructive
feedback provided

Board papers are poorly
organised and contain
either too much
information or not
enough

Board passively
receives what it is given

® % B % B % B B % B F 8 & % B % K % B B ¥ B 8 8 % B ® ® B 8 B K 4 B 8 % % B F # K 8 KB K & & 8 % %

Board given appropriate notice

o Meeting agendas distributed
14 calendar days in
advance

® Pre-reading material is
distributed at east 5
calendar days before
Board meeting

e Board papers and
pre-reading distributed at
least 7 calendar days
before board mesating

vvvvvvvvvvvvvvvv

Board papers and
pre-reading material are
distributed just prior to,
or at, the board
meeting



Builds trust

via positive
interaction
dynamics

and open
communication
within the Board
and with
management

3 - Best practice

Positive Boardroom
dynamics and environment

B & 8 % 8 8 3 B & 8 & & B & & & & & & B & 5 & & B & ¥ & 8 B = 8 & 5 & @

The Directors trust each
other and functions as a
cohesive team

Board dynamics encourage
and promote participation
from all Directors

Discussions are productive
and effective: topics are
raised, discussed, then
closed or ‘resolved’

Clarity and alignment on
decisions and action
regquired

Regular and constructive
feaedback shared among
Directors to improve
individual and overall
participation

Constructively chalienges and
champions management

..

Discussions are open and
constructive even when
challenging management’'s
views Or results

Focus of discussions on root
causes of issues and
actively problem solve to
find solutions

Supportive of managament
once next steps are decided
Chairman {and/or Directors)
provides regular coaching
and feedback sessions with
management

Board decisions communicated
promptily to management

All Board decisions captured
in the minutes, including
rationale for each decision,
next steps, clear timeline,
and the individuals
responsible

Verbal communication of
key Board decisions to
managemeant within 1
working day, followed by
Minutes extract
disseminated within 3
working days of Board
meeting

2 — Meets requirements

Board can behave as a
cohesive team, but this
tends to rely on the
personalities at any time
rather than as a result of

a dedicated team-building

ethic

Board dynamics
encourage participation
from all Directors

While discussions are
constructive, topics are
not always clearly
‘resolved’

Discussions with
management are always
open and constructive

Focus of discussions on
root causes of iIssues and
actively problem solve to
find solutions

However, not consistently
proactive in its support of
management and does
not ook for opportunities
to provide coaching and
feedback outside of
formal processes

L T T T T R T T T

Board decisions captured
in minutes but details
tend to be disseminated
more through discussion
than through rigorous
documentation

APPEMDIX 1

1 - Significant gaps

Board functions as a
group of individuals
rather than as a
cohesive team

Discussion regularly
dominated by 1 ar 2
individuals; others
tacitly discouragad from
participating

Issues raised but
without clear resolution

Mo clarity or alignments
on decisions reached

@ 8 % % & % 3 & = 8 & & %

Owverly critical of
management and tends
to focus more on
shortcomings than an
options or potential
solutions

Board provides no
coaching of
management

D T T

Board decisions are
included in the minutes
but lack clarity and
precision

Minutes extracts take
longer than 3 working
days to reach
management



APPENDIX L

AND RESPONSIBILITIES

3 - Best practice

2 - Meets requirements

1 - Significant gaps

Contributes to
corporate
strategy
development &
sefting of
targets

& % & % § 4 F B B & & ¥ & ® # & & 6 6 & # & ¥ & # # ¥ & & # 6 6 ¥ 8 6 # ¥ & & & & K ¥ B F 6 ® F & & ¥ # ¥ F B B K ¥ ¥

Guides the strategic
direction

B B B B F % % % % % % B B B 8 8 & & 8

Provides guidance and input
on overall strategic direction

and aspirations early on in
the planning cvcle

Plans and attends

dedicated session each year

to challenge and debate
strategic options with
management

‘Co-owns’ the strategy with

management

e  (Questions both
management and Board
perspectives to ensure

# B B ® B § % & & # % % 8 K K B F & ¥ #

success of chosen strategy

Challenges and clarifies
management's views and
assumptions to ensure
shared gwnership by both
Board and management

Sets targets for management

Tests the CEOQ's and senior
management’s targets to
ensure that targats reflect

industry trends and internal

capabilities - and provide
sufficient stretch and
aspiration

Provides guidance and
input on overall strategic
direction and aspirations
when required

Challenges and debates
strategic options, but this
is done ad hoc rather
than through a dedicated
SEession

Strategic direction and
aspirations are set by
management

® % % B B B B % B & B & B B % F B B B B B B # F % % & 8 #

Challenges views and
assumptions proposed by
management but does
not contribute to the
resolution of issues or
doubts

Board ratifies the
strategy proposed by
management with
limited discussion or
debate

# & % # & F B ® B & % & # B ¥ ® 8 B K 6 B B ® F ¥ B & B #

Discusses, and agraes,
baseline targets
recommended by
management in its
business plan but does
not test for stretch

Agrees with targets
recommendead by
management in
business plan

Occasionally sets
targets with limited
business rationale



APPENDIX L

2 - Meets requirements 1 - Significant gaps

3 - Best practice

Upholds a strong KHPls pravide balanced view

corporate

performance e Board ensures that & Corporate KPIs include ] Corporate KPIs are
management corporate KFls reflect the both historical skewed and do not
approach company’s historical pearformance metrics and balance financial and

performance and includes
leading indicators

leading indicators - but
some KPIs do not reflect
the company’s strategic
objectives or its current
operating environment

operational indicators,
or complement
historical performance
indicators with leading
indicators

# % % B 8 % % ® % % % % % % ¥ B ¥ ¥ ® E F ® % % ¥ F ¥ B E ¥ F F % F & & & F F B E B F E B & F & &

Reviews progress and

follows up

e Board receives regular .
performance reports that
indicate status of all KPls

Board receives L]
performance reports that
indicate status of all KPIs

Board ‘acknowledges’
performance against
corporate KPIs

®  Board focuses discussion on .
any ‘missed’ targets and

Board focuses discussion .
on any ‘missed’ targets

Board focuses
discussion on financial

constructively challenges
management to verify root
causes and propose action
plans to get back on track

Board agrees on the
accountabilities and
timeline and this
information is documented
in the minutes
‘Out-performance’ is noted
and discussed to determine
how such performance can
be sustained

reporting results only as
per reguirements of
Bursa Malaysia

Mo clear action plan to
resolve ‘missed’ targets

® B % & % B % % % B B ¥ B B % % % B ® % K B K 4 B B F % ® F ® # K B K 4 B B 8 % B F ® & % B B 4 & ¥ ¥ ¥ 8 B F # B
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3 - Best practice 2 — Meets requirements 1 - Significant gaps

Oversees Selects CEO and proactively
development of plans CEQ succession
the company’'s s  Establishes CEO selection e Establishes CEQ selection e  No clear CEO salection
future leaders criteria criteria criteria
and human
capital s Establishes succession ®  Aware of various models . CEOQ succession not

madel for CEQ for CEQ succession, but part of formal Board

chooses ‘best individual® agenda
e Reviews full fact-base of based on context and

leadership achievements available pool, rather than ®  Board has limited

and development needs on pre-determined awareness of any of the

before short-listing criteria top tier candidates

candidates

e The Board, through ®  Bopard gets to know top

individual Directors, knows tier candidates in

each candidate personally company either from

and dedicates sessions exposure at Board

each year with candidates meetings or at informal

‘social’ events

# % % % ® % % % ¥ ® F ¥ ® F % % % & & % E ¥ E 4 F B ¥ ¥ & ¥ ¥ ¥ F B E F ¥ ¥ & F & ¥ B & F B F ¥ H

Reviews performance
management philosophy

s  Ensures appropriate & Applies differentiation in &  Limited differentiation
differentiation in performance, but link to in performance and
performance, rewards and rewards and rewards and
consequences in HR plan consequences is weak consequences

# ¥ % % ® % % % ¥ ® F ¥ F E % % % & & & E ¥ E & % B ¥ F & F ¥ ¥ ¥ B E F ¥ ¥ & F F ¥ B & F B EF ¥ H

Evaluates CEQ perfarmance

e Sets clear expectations for ¢ Performance measured ® Mo clear ¢riteria or
the CEO, aligned with the against explicit KPls and targets established to
company's priorities pre-agreed targets that measure CED

in¢lude terms of performance

& Multiple inputs obtained in performance-linked

conducting review of compensation

performance, including that
of senior managemeant

¢ Performance measured
against explicit KPls and
pre-agreed targets
contained within CEQ
contract that includes terms
of performance-linked
compensation

® % % B B % B % % & % % % B O B B F B % & % % ® % & 6 & & B F F ¥ & & & & B K # K F F B ¥ & 8 & ¥ B B B B B F # F %
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3 - Best practice 2 - Meets requirements 1 - Significant gaps
Oversees Endorses development
development of plans of those in pivotal
the company’s ®  Strong fact-based o Limited (more anecdotal ®  Little, if any,
future leaders understanding of than fact-based) participation from
and human peﬁormancel Eompetencies Understanding ﬂf Bﬂard 0” DlanS fDI’
(continued) in pivotal positions positions, endorses pivotal positions
management plans with
™ Endors&s the p.&rfarman.ce |I1tle debate OF diSCUSSiOﬂ

and development plans put
forward by management

® B 8 % % B % % % B B % B B 8 % % B B ® ¥ B B 4 B B 8 % B B B ® & B & & 6 ¥ & % F & B # F B K & &

Understands pool of future

leaders

» Understands the existing e Board gets regular ®  Human capital
leadership gap to execute updates from HR and is management is a low
against chosen strategy ‘aware’ of top talent in priority on Board

company agenda
s Board dedicates time to
understanding strength and
depth of leadership bench
in company and by business
unit / subsidiary / job level,
(e.g. fortop 50 to 100)

® 0% B B ® F % B B % % % % 8 6 B 8 F % B B % & % % F 6 B 8 # % B ® ® & & ®F 8 6 B B # B & & & & & ¥ 6 K K # F * & # #
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3 - Best practice 2 - Meets requirements 1 - Significant gaps
Understands Sets the company’s risk
and manages parameters
the company’s e Establishes risk parameters, ~ ®  Risk parameters, #  Company's risk
risks thresholds and boundaries thresholds and parameters, thresholds
for company boundaries are set for and boundaries are
company but not always unclear
&  Ensures overall corporate adhered to
risks are measured and
thresholds are controlled
within pre-determined limits
Understands major risk
exposUres
e Board aggregates risks to a o Board understands key ® Board has limited
common metric (such as risks by category rather understanding of key
‘cash flow at risk’ or ‘value than on an aggregate risks even at the
at risk’) level category level
®  Ensures mitigation plan & Mitigation plans exist but ®  Some mitigation plans
exists for all major risks - lack robustness around exist but lack
which includes accountabilities accountabilities and robustness around
and implementation timelines accountabilities and
timelines timelines

e  For major risks, Board has a ® For major risks, Board has ®  Board is not fully aware

g00d sense of the costs and a good sense of the costs of the costs and
benefits of risk mitigation - and benefits of risk benefits of risk
which take into account the mitigation mitigation

probability and magnitude
of the impact of the risk

4 B B & B B % % % % % % 8§ B 8 % 6 % & % % % % % 8 4 B B B B F B O 8 & # B B B B 4 K # & F ¥ & B ¥

Considers the risk factors in
all major decisions

¢ Rolemodels desired e Risk analysis is provided & Risks for major
behaviour by ensuring there for major investment investment and/or
is in-depth risk analysis and/or strategic strategic proposals are
performed for all major proposals, but the quality addressed superficially
investments and/or of analyses varies and the and are not embedded
strategic decisions Board's ability to interprat within quantitative

the information is unaven analysis

® ¥ % ® ® ¥ ® ® ® B B % % ¥ % 8 % E B 4 F ¥ ® ¥ % % % % % B ¥ 6 F F 4 F % F ¥ F F 4 B B E B F F F 3 & ¥ & & B F F F #



3 - Best practice

Adopts a ®  Takes into account capital .
shareholders’ market perspectives and
perspective expectations when making

when making decisions

decisions

®  Considers views of the
majority or significant
shareholder and adopts
them where alignaed with the
interests of all shareholders

&  Protects minorities’ interest
(e.g. related-party

transactions are on

arm’s-length basis and

are disclosed)
Balances valid ®  lnderstands economic ™
stakeholders impact of stakeholders’
interests interest on shareholder

value

& Actively balances conflicting
interests between
stakeholders and
shareholders and makes
appropriate trade-offs

&  Proactively supports .
management in managing,
and where necessary,
containing, stakeholdars

2 - Meets requirements

(As per best practice)

Understands needs of
major stakeholder groups
- but the ‘understanding’
is not always based on
objective facts nor
proparly quantified

Considers all views of
stakeholders, but does
not always consider
trade-offs

Supports management in
managing, and where
necessary, containing,
stakeholders

F % % % 8 & B % B F B B % % % F % 8 K & B & B B % B & F ¥ B 8 & B ¥

APPEMDIX 1

1 - Significant gaps

Unclear if decisions
made by Board take
into account
perspactives and/or
expectations of capital
markets

Biasad towards making
decisions in favour of
majority or significant
shareholder or biased
towards making
decisions in favour of
minority shareholders
only

Unclear if related-party
transactions are at
arm’'s-length basis as
details are often not
disclosed

L A

Decisions do not
balance needs of all
relevant stakeholders -
for example, some
stakeholders feature in
decisions more than
others

# % % & B & % B B % B B B % B % % 8 & & B & B B B ® % 8 & # % 6 8 B B K & 8 & & & % B B B B B F 4 F ¥ 8 ¥ & F B K # ¥



APPENDIX 1

ASSESSMENT AT A GLANCE

Structuring a
high-performing Board Strengths

Structures the Board to match the
company’'s requirements

Defines committees’ role, structure|
and composition to complement
the Board's requirements

Selects and nominates Board
members using a disciplined
process

Evaluates the Board as a whole
and each of the directors regularly

Ensuring effective Board
operations and interactions

Makes every Board meeting
productive

Ensures the quality and timeliness
of all Board information

1
Builds trust via positive interaction
dynamics and open
communication within the Board
and with management

Fulfilling the Board's fundamental roles
and responsibilities

Contributes to corporate strategy
development and setfing of targets

Upholds a strong corporate
performance management system

Oversees development of the
company’s future leaders and
human capital

Understands and manages the
company’s risks

Adopts shareholders’ perspective
when making decisions

Balances valid stakeholders
interests
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Average rating

Best Practices to adopt

Weaknesses
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GAPS IDENTIFIED

Gaps identified

Priority

Proposed actions

Timing/sequence

1

o
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ACTIONABLE IMPROVEMENT PROGRAM

Proposed
activities

Timeline

| Responsibility
|
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TEMPLATE AND ASSESSMENT OF DIRECTOR
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USEFUL TOOLS AND TEMPLATES
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EXECUTIVE SUMMARY: SAMPLE TEMPLATE

A synthesised executive summary presented with every board paper provides a good halistic view of key issues

BOARD PAPER AGENDA ITEM

Topic:

Action required:

Submitted by: Reviewed by:
Objective Risks/ challenges
Context/ analysis Implementation plan

Other options considered and recommended decision

Opfions Details

. -
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BOARD FEEDBACK FORM: SAMPLE TEMPLATE

Using a feedback form after every presentation of @ Board paper provides a transparent and helpful mechanism
for each Director to recommend follow-up and improvement actions for management

Topic:
Submitted by:
Reviewed by:

Rating”™ Supporting Remarks Recommendations

Board paper _ . =
* Conciseness

» Clarity
= Structured

» Analytically
robust

Rating” Supporting Remarks Recommendations

Presentation/ . .
Discussion
» Use of time

* Quality of
articulation

' Focused on
COre issues

* Scale of 1to 5, where 5 is highest
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PERFORMANCE MANAGEMENT REPORT: SAMPLE TEMPLATE

A structured report provides a clear overview of root causes of the underperformance of each KPI, and clarifies
accountabilities and timeline to rectify the situation

Month YTD
KPI status status Root causes Actions to rectify Responsibility Timeline
. T T - - - -
Q@ @
o o | ] - ]
o |0
. ™y — - n - ]
Qo @
o o | ] - ]
o |0
—_ —_—
L] 1 ] - - - -
0o ©
o 0 - - -
O |0
— —
- == = - - - L]
© o
O— a L] - L]
o O
e e
= T = u - =
| ® O
O' ° ] L § L ]
O 0
e — —
L] (= '_" - L[ ] [ ] L[]
@ o0
9 o - - L3
O o
| S 4




APPENDIX 3

BOARD EVALUATION FORM: SAMPLE TEMPLATE

An annual assessment of the Board - facilitated by an external consultant if necessary - allows an overall
evaluation of the Board’s effectiveness

BOARD EVALUATION CRITERIA
Board structure 5 4 3 2 1 Comments

1 Ecard composed of Directors with appropriate mix of = e
skills to maich company's reguirements

2. Directors are given appropriate adequate training and e B
development opportunities

3. Committees have besn assigned appropriate tasks — o 43 /3 3

4 Commitees are effectively fuffilling their functions — 3 3 43 3
a. Audit O 3 3 3 43
b. Momination — O 43 43 3
c. Remuneration — O b |3 /3
d b /=3 /=3 /3 /=
e — — — — —

1 | am satisfied with my committee assignments = e L B B e
Board operations and interaction 5 4 3 2 1 Comments
Bcoard mestings

1. Board meslings are at the about right frequency (x times per O [ 3 3 3
annum ) and length

2. Allecation of ime for items on the agenda is about right O 1 3 3 3

3. | find sitting on the Board stimulating and rewarding k] |3 &3 43 43
Bosnd pagers

4 Board papers are well synthesised with critical analyses [ s [ s [ s s |

5. Board papers have been consistenty handed out with [ s [ s s R —
sufficient time for preparation

f. Board papers have sufficient content and coverage on
a. Strategic direction e TR s S e TR e SR
b. Performance against the annual finanzial plan s R s S s R s SR s
c. Performance of key business units s R s S s R s SR s
d. Management of key risks O 3 3 3 3
e Management of human capita O 3 3 3 3
f. Management control systems 0 /[ 43 3 3
g Technzlogy issues O 4O 43O /43 3
h. Legalissues & compliance s Y s Y s Y s [ s |
i. Financial disclosure s Y s Y s Y s [ s |
Boand communication

7. Conduct of board meetings alow for anopen and constructve 3 OO O 3 3
communication style (encourages focused discussion,
questioning and expression of various viewpoints)

4. | have sufficient access 1o the Chairman [ s [ s s R —

4. | have sufficient access to the management [ s [ s [ s s |

5 = Strongly Agres 4 = fgres 3= Neutra 2 =Disagres 1= Strongly Disagres

Sowce: KornfFerry International. PricewaterhouseCoopers, The Boston Consulting Group , McKinsey & Company
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BOARD EVALUATION FORM: SAMPLE TEMPLATE (CONTINUED)

BOARD EVALUATION CRITERIA
Board moles and responsibiliies 5 4 3 2 1 Comments
1. hawe a clear understanding of how my role differs o that of — ka0 0O /93 /3
management
2. Board has successfully delivered value to shareholders and — ka0 0O /93 /3
other stakeho'ders
3.  Board ensures effective policies on investor relations — . 43 3 3

program te all relevant stakeholders

Strategy planning

4.  Board has an approprate level of invelvement in developing
the company's sirategy

0
0
I
0
0

0
0
I
0
I

Board has sufficient understanding in external trends,
competitve threats and cpportunities critical 1o company’s
future performance

£n

d. Board has sufficient knowledge about the major business — O O O3 3
issues to provide adequate advice and probing

Performance management
7. Board effectively monitors KPIls throughout the year — O OO O[3 /3

8. Board effeciively follows-up onimplementing issues rased in O OO O O
pravious mestngs

Human capital management

G. Board has sufficient visibility of pool of future leaders (e.g.
ideniified leadership gap 1o execute chosen strategy)

0
0
I
0
0

0
0
I
0
0

10. Board ensures succession planning and the appointment,
training and motivating of the CEO

0
0
I
0
I

11. Board ensures succession planning and the aopointment,
training and motivating of key executives

Eisk management

1Z. Board has adsguate rsk management procedurss in place — ka0 0O /93 /3

Cwerall comments

1. Please descrbe any area of expertise that you think would be beneficial to our Board that is not represented in the current membership,

2. [fforsome reasen you could no longer serve on the Board. wham would you recommend as your successor?

3. Isthere anyone else you would recommend for the Board in any area of experise?

4. What, if any, s the most significant change that you would recommend for our Board's practices?

5 = Sirongly Agree 4 = Agres 3 = Meutral 2= Disagree 1 = Strongly Disagree

Source: KormFery International, PricewaterhouseCoopers, The Boston Consuiting Group, MeKinsey & Company
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ANNUAL DIRECTOR EVALUATION FORM: SAMPLE TEMPLATE

An annual assessment of the Directors provides the opportunity to identify areas of improvement

DIRECTOR SELF/PEER EVALUATION
Director
Contribution to interaction A B c o E F @ H .
1. Shares information or insighis
2. Participates actively in board activiies, works constructvely with peers
2. Takes strong constructve stands at board or committes meetings whare
necessary
4.  Encourages feedback from Board
5. Encourages meetings to focus on the agenda
8. Confronis conflicts and paricipates in finding a resolution
uality of input
7. Prowvides logical honest cpinions on issues presented
8. Provides unique nsight to issues presented — has walusble skills
@, Prontses context of issues to be in line with chjectives
10, Motivates others to get things done, is decisive and action-oriented
11. Prowides realism and practical advice to board deliberations
12_ Applies analytical and conceptual skils to the decision-making process
13. Communicates persuasively in a clear and non-confrontational manner
Understanding of role
14. Adds vaue to board meetings — attends mesting well preparsd
15_ Takes initiative o request for more information
16. Ensures that individual contribution is relevant — up-to-date with developments
17. Focuses on accomplishing the objectives
18. Assess and link short-term issues to the long-term strategy
10. Ensures performance of fnancial and human capital. keeping in mind the
strategic plan when making ‘nwestment decisions
Chairman’s role
20. Chairman is able to lead the Boand effectively — encouraging contribution from
all members
21. Chairman and CEOQ have a good warking relationship
22. Chairman and CEDQ understand their respective roles
5 = Strongly Agree 4 = Agree 3 =MNeutral 2= Disagree 1 = Strongly Cisagree
Please state the names of the Director numbered above
&, Chairman
B. CEO
D.
E.
F.
H.
L.
1.
§ = Strongly Agree 4 = Agree 3 =Meutral 2 = Disagree 1= Strongly Disagree

Source: PricewaterhouseCoopers, McKinsey & Company
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THE BOARD CALENDAR: EXAMPLE

The Chairman should set the calendar 12 months in advance, but maintain the flexibility for Directors to make any

necessary ameandments
Agenda item March June Sept Dec
Full Board * Approve minutes of previous mestings *® *® " »*
* Review actual ve. budgeted financial results »® » [* ®
* Review performance vs. competitors ® *®
* Approve unbudgeted capital expenditurss over RM=million  x 3 *® 3
* Review HCM izsues t 34 »® 3
* Review'approve sirategic plan ® e
* Approve annual budget * * ] -
* Approve committes reports ®
+ Litigation review :
Audit * Review audit plan %
committee + Conzider tax planning opportunities ®
+ Assess insurance coverage i
* Approve internal audit schedule ®
* Appoint external auditors "
* Meet alone with external auditors
* Review management letier ®
Remuneration + Approve senior management bonus payments (A= per approval schedule)
committee _ _
* Approve stock aliocations (A= per approval schedule)
+ Compare senicr management compensation ®
with industry averages
Nomination * Coordinate board self-assessment %
Committee * Present results of board sef-assesament "
* Propose slate of board and commities appointees i
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AUDIT COMMITTEE CHARTER: EXAMPLE

All commitiees should adhere to a clear charter as established by the Board

AUDIT COMMITTEE CHARTER

Description
Composition - At least 3 Directors, majority independent

« At least 1 of the Directors must be a Malaysian Insfitute of Accountants (MIA)
member or have 3 years working experience*:

= Passed the examinations specified in Part 1 of the 1=t Schedule of the
Accountants Acts 1967

= IMember of one of the associations of accountants specified in Part Il of
the 1% Schedule of the Accountants Act 1967

« No alternate Director as member of the Audit Committee

Responsibilities » Oversee internal control structure to ensure operational effectiveness and
protect company's assets from misappropriation

= Assist the Board to identify and manage principal risks

» Review quarterly and year-end financial statements prior to approval by the
Board, focusing on

= Changes in accounting policies and practices, and its implementation
= Significant adjustments arising from audit
= Review the going concemn assumption

* Review intemnal audit function to be adequately resourced and able to
undertake its activities independently and objectively

» Review external audit function and report to the main Board by making
recommendation on

= Appointment of external auditors — considering fees, independence and

objectivity
= Audit plan — nature and scope of audit, and co-ordination if more than
one audit fimm

= Audit report and any letter of resignation from external auditors Review
any related party transactions and conflict of interest situations
= Review and follow-up on any issues raised by intemal / external auditors —
report to Bursa Malaysia if issue is not satisfactorily resolved

Authority = Explicit authority to investigate matters within its temm of reference

= Full and free access to company information, records, properties and
personnel; and have sufficient resources to perform duties

= Direct communication channels with external auditors and person(s) carrying
out audit function and able to convene meetings with external auditors, without
the presence of executive board members, at least once a year

= Flexibility to obtain independent professional advice
» Immediate access to reports on fraud / irregularnties from internal audit
= Attendance of other Directors at the committee’s discretion and invitation only

* Consistent with Chapter 13 of Bursa Securifies Listing Reguirements
Source: Bursa Securities Lisfing Requirements. Malaysian GLCs’ Charters



REMUNERATION AND MOMINATION COMMITTEE CHARTER: EXAMPLE

All commitiees shouwid adhere to 8 clear charter as established by the Board

APPENDIX 3

Composition

REMUNERATION COMMITTEE CHARTER

Description

= At least 3 Directors, whaolly or mainly non-gxecutive
= Maximum of & months for committees with less than the minimum of 3 members
» Chairman who is supportive of company plans and policies

Responsibilities

» Review individual remuneration packages for Executive Directors and recommend
to the Board on

* All elements of the remuneration package — terms of employment, reward
structure and fringe henefits

» Apnnual increments and ex-gratia payments for Executive Directors
= Ensure that Executive Directors abstain from the deliberations and voting on
decisions in respect of their remuneration packags

» Endorse remuneration packages for senior management and make
recommendation to the Board to do similady

Authority

» Access to the full company records, properties and personnel

* Obtain independent professional advice and expertise necessary 1o perfom its
duties

» Arcess to advice and services of the Company Secretary

Composition

NOMINATION COMMITTEE CHARTER

Description

v Af least 3 Directors, exclusively non-exscutive, majority of which independent
* Maximum of & months for committees fo have less than minimum of 3 memhbers

Responsibilities

» Recommend to the Board on appropriate board size and ensure that any direcior
term limits within the Articles of Association are adhered to, including:

» Every AGM, 1/3 of the Board refires, or
» Every Director retires at least once in 3 years

» Review annually Board's mix of skills and experiences to ensure in line with
company's requirements

» Coordinates evaluation process of Directors and collective Board

* Progctively maintains a pipeline of potential appointess o the Board andfior
commitiees

Authority

v Access to the full company records, properties and personnel

* Cbtain independent professional advice and experise necessary to perform its
duties

» Access o advice and senvices of the Company Secretary

Sources Malayeslan ELCs Charters
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STATUTORY, REGULATORY AND LEGAL
RESPONSIBILITIES OF DIRECTORS



APPENDIX 2

HEART OF CORPORATE GOVERNANCE

‘Corporate governance is the process and structure used to direct and manage the business and affairs of the

company towards enhancing business prosperity and corporate accountability with the vitimate objective of

realising long term shareholder value, whilst taking into account the interests of other stakeholders.’

The Malaysian Code of Corporate Governance

The OECD Principles of Corporate Governance - deemed to be the international benchmark of standards for
corporate governance - established the Corporate Governance Framework, which is built around four main
objectives. At the heart of this framework, is the effective governance of the company’s Board of Directors.

The OECD Corporate Governance Framewaork

Pm: . — Recognise the
facilitate .
. rights of all
shareholders
s stakeholders
rights

governance of
the Board of
Directors

Provide for

Ensure the fair :L“cﬂ:l'mi::d
peament of all disclosure on
shareholders

all material
matters

The Board of Directors is respansible for ensuring
the strategic guidancs of the company and effectively
monitoring management while being accountabla
to the company and its shareholders.

The Board's governance roles and responsibilities,
however, unlike the other corporate governance
Objectives, is effected predominantly through
codes and recommended practices rather than
through legislation.

The four objectives outlined in the Corporate Governance framework are coverad by a separate and distinet
body of rules. The definition, protection and facilitation of the exercise of shareholder rights are embodied
within the Memorandum and Articles of Associations, the Companies Act and by ggneral commaon law. The
aquitable treatment of all shargholders is codified in the Companies Act while provisions for timely and accurate
disclosure on all material matters is provided for via the need for AGMs/EGMS (and other modes of communication
with shareholders) as defined in the Companies Act and by Bursa Securities Listing Requirements. Finally,
the recognition of the rights of all stakeholders - for example, the rights of creditors and employees are also

anshrined in statute, regulations and commaon law.

Because of this, and with the Board at the heart of corporate governance, Directors are saddled with a series
of statutory, regulatory and legal responsibilities. A summary of the most critical responsibilities are

highlightad in the following pages.
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RESPONSIBILITIES OF DIRECTORS

LEGAL RESPONSIBILITIES OF DIRECTORS

Section 132(1) of the Companies Act imposeas upon Directors the general duty “to act honestly and use reasonable
diligance in the discharge of the duties of his office’. However, this statement is not an exhaustive statement of a
Director's duties. A Director has three broad categories of duties: fiduciary duties; duties of skill, care and
diligance; and statutory duties.

A Director's fiduciary responsibility 1o ‘act honestly’ essentially covers three propositions. Pursuant to Section 132
(5) of the Companies Act, a Director must act in what he honestly considers to be the company’s interest and not
in the interests of some other person or body. This is a Directors main and overriding duty. Second, a Director must
not place himself in a position where his duty 10 the company and his persanal interests may conflict. Third, a Director
must employ the powers and assets that he is entrusted with for the proper purposeas, and not for any collataral
purpose.

As Tar as duties of skill, care and diligence are concerned, these duties are merely aspects of a Director's duty not
to be negligent in the discharge of his functions. And statutory duties are mandated by the Companies Act and, in
the case of listed companies, by Bursa Securities Listing Reguirements and the Securities Commission Act (SCA).
The most critical are highlighted below.

Key statutory and regulatory responsibilities of Directors

Topic Responsibility Source
Duty of # Directors to disclose interest idirect or indirect) in contracts Section 131, CA
disclosure or arrangements with any company in the Group or property

held which may give rize to a conflict of interast - such
disclosure to be in given in writing to the Board

® Todisclose any propozals or trangactions amounting to a Bursa Securities Listing
Related Party Transaction requiring announcements, Requirements
circulars, or shareholders’ approval, not being in the ordinary
course of business

Duty to ensure ®  Toapprove quarterly results and annual audited accounts Section 169, (4 and
that accounts Bursa Securities Listing
are properly Reguirements
prepared

® Toapprove remuneration of auditors (where, a3 is usual, Section 172, GA

shareholders have delegated this powsr to the Board) and
make recommendation for appointment and removal of
auditors after which approvals from the shareholders ars to
be zought

®  Toensure that the accounts of the company are made outin -~ Section 1664, CA
accordance with applicable approved accounting standards



Topic

Protecting
shareholder
rights

(-hanges to
company’'s
course of
business

Amendments to
capital structure
of company

Delisting and
winding up of
company

Responsibility

Calling of annual general meetings, extraordinary general
mestings and approving notices

Making appropriats recommendations in respect of matters
that are specifically reserved for the approval of shareholders

in general meetings

Approval of all annual reports, prospectuses, circulars,
provizional allotment letters and listing particulars

Approval of announcements, press releazes made by the
company

Approval of replies fo queries from Bursa Securities on any
non-routing or extraordinary item

Corporate restructuring, mergers and takeovers

Submission/applications to regulatery autheritises, ie.
Foreign Investment Committee, Securities Commission,
Ministries for any new issues or other corporate proposals
falling under Section 32B of the Securities Commission Act,
1993 and ensuring instituticn of proper due diligence
processes

Recommendation of buy-back of company’s own shares

Changes relating to the company's capital structure or its
status as a public listed company

Requests for voluntary delisting

Requests for voluntary suspensions

Winding up of company or any of its subsidiaries

Appointment of liquidator

APPENDIX

Source

Sections 143 & 144

Bursa Securities Listing
Requirements

Bursa Securities Listing
Requirements

Bursa Securities Listing
Requirements

Bursa Securities Listing
Requirements

Section 176, CA and
Section 336, S04 and
Malaysian Code of
Take-overs and mergers
1998

SCA

Section 674, CA and
Bursa Securities Listing
Requirements

Section 176/84 CAand
Bursa Securities Listing
Requirements

Bursa Securities Listing
Requirements

Bur=a Securities Listing
Requirements

Section 217, CA

Section 227, CA
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Topic Responsibility Source
Administration #  Fixing the financial year end of the company Section 169, G4
of company
¢ Setting up of registersd office of the company Section 119, CA
e Adoption of the Company Seal Section 16, CA
#  (Closure of Company's Register of Members (for dividend Section 160, CA
payments) Bursa Securities Listing

Requirements

&  Appointment of Share Registrars Section 48, CA
& Allgtment of shares sections 60, 62 and 365,
CA

#  (Capitalisation of reserves or share pramium
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ACRONYMS AND ABBREVIATIONS



BU Business Unit
CEO Chief Executive Officer
CFO Chief Financial Officer
coo Chief Operations Officer
The Code The Malaysian Code on Corporate Governance
ED Executive Director
EBITDA Earnings before interest, tax, depreciation and amaortisation
GLC Government-linked Company

GLCT Government-linked Companies Transformation Program
Program

GLIC Government-linked Investment Company
HCM Human Capital Management
HR Human Resources
IFAC International Federation of Accountants
KPI Key Performance Indicators
MAICSA Malaysian Institute of Chartered Secretaries and Administrators
MIA Malaysian Institute of Accountants
MICG Malaysia Institute of Corporate Governance
MD Managing Director
PCG Putrajaya Committee on GLC High Performance
ROCE  Return on Capital Employed
SMEs Small-Medium Enterprises
SVP Senior Vice President
TOR Terms of Reference

™O Transformation Management Office



