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Letter from the pub Lisher

I

f you scanned the business page of the Hong Kong English daily South China Morning Post on February

1 2011, corporate governance was very much the underlying theme in a number of news items. But they were not
encouraging – they were against what we are preaching.
One of the news items was about the suspension of the trading of shares of a Chinese company listed in Hong
Kong following identification of “irregularities” during the audit of its 2010 financial result. Another was about the
termination of a managing director of another Hong Kong-listed company following his arrest by the police for
suspected embezzlement. There was also a news item about the Securities and Futures Commission (SFC) banning a
broker from re-entering the financial industry for life as a penalty for insider dealing.
For shareholders and investors, these are indeed very disappointing. While so much efforts and resources are
being poured in improving the standards of corporate governance across the region, we continue to suffer setbacks
along the way.
The good thing is we also continue to persevere. The regulators, various organizations and companies
themselves have not been deterred in bringing positive changes in their jurisdictions and institutions, and attain
the best practices in corporate governance, encouraging better accountability from the management and the board
of directors.
As history shows, corporate fraud had catastrophic effect on a company such as what we’ve witnessed in Enron
and WorldCom in the US. We have cases like them here in Asia, such as Satyam Computer Services in India and Akai
in Hong Kong.
That is why we need to continue to improve corporate transparency by strengthening the requirements
on disclosure and communications with shareholders. We should strive to enhance the quality of the board of
directors and require greater involvement of the independent directors in ensuring that companies follow the
highest standards of corporate governance. We need to bring them in line with international best practices.
Aldrin Monsod
Publisher

Aldrin Monsod

Malou Paez

Publisher and
Managing Director

Head of Special Projects
and Administration

Professor Simon Ho

Ann Lau

Corporate Governance Asia Corporate Governance Asia is published Quarterly by new initiative media ltd.
No reproduction is permitted in whole or in part without proper written consent of the publisher. Please address all
correspondence to: New Initiative Media, Rm 2301, 23th Floor, World Wide, 19 Des Voeux Road, Central, Hong Kong

Editor at large

Marketing Services

Tel: (852) 3118 2902 • www.corporategovernanceasia.info • editor@corporategovernanceasia.com

Frank Santiago

W Mak

new initiative media ltd

Editorial Consultant

Rhandell Rubio
Ted Arrellano
Ed Dos Passos
Research Team & Editorial

Special Events and Projects

Louis Maniquiz
Creative Director

Rm 2301, 23th Floor, World Wide House, 19 Des Voeux Road, Central, Hong Kong
Editorial: Rm 7D, 7th Floor, Shing Hing Comml Bldg, 21-27 Wing Kut St, Central, Hong Kong

Dante Peralta
H Jeremiah

Tel: (852) 2231 9612 Fax: (852) 2169 6300 • Email: info@newinitiativemedia.com.hk

Photographers

Printer: T’s Project, Rm 902, Manley Commercial Building, 367 Queens Road Central, Hong Kong

www.corporategovernanceasia.info / www.newinitiativemedia.com.hk

orporateGovernanCeasia 1 January-MarCh 2011
CCorporate
GovernanCeasia 1 January-MarCh 2011

e Ditori AL

Corporate Governance Asia:

A

The fight continues

In addition, companies unders the global economic
“The principal objective of
taking an asset disposal are now
recovery remains on track following the
required to provide their shareholddevastating financial crunch of 2008,
the proposed changes is to
ers with independent advice and
regulators and companies alike are
promote the development of
detailed disclosure on the utilization
busy putting their houses in order to
a higher level of corporate
of proceeds from the asset disposal.
strengthen their corporate governance
governance among issuers”
This will increase transparency and
standards, which seem to unravel durensure shareholders are equipped
ing times of crisis. Reforms are being
with adequate information for
implemented to protect the shareholddecision-making.
ers and investors, as well as encourage better accountabilThe Securities Commission will provide guidance on
ity of companies and their board of directors.
the interpretation of the standard of “fair” and “reasonIn Malaysia, for instance, the Securities Commission
able” that is applied by independent advisers in assessand Bursa Malaysia have jointly announced in January this
ing takeover offers. It will also be providing guidance on
year a number of initiatives to enhance investor protection
matters that need to be analyzed and synthesized, as a
and achieve regulatory parity in order to provide the shareminimum, by independent advisers in making a recomholders with appropriate information for well-informed
mendation in relation to a takeover offer. In line with this,
investment decision-making as well as enhanced sales
the commission will issue a revision to Chapter 12 of the
practices for unlisted products.
guidelines in due course. These enhancements will offer
This follows the issuance of both regulators in March
investors with clarity and more
last year of consultation papers
comprehensive advice to help
on proposed amendments to
them make a decision.
Bursa Malaysia’s listing requireAlso to be introduced is a set
ments on privatization of listed
of integrated measures to streamcompanies via disposal of assets,
line the categories of investors
proposed updates to guidelines
and enhance the sales practices
on offer documentation of the
regime, which balances investors’
Malaysian code on takeovers and
needs for appropriate levels of
mergers 1998 by the Securities
protection, market growth and
Commission, and a review of
product innovation. These will
sophisticated investors and sales
include measures that expand the
practices for unlisted capital marsophisticated investors’ categories
kets products.
of high net worth individuals/
Under the new initiatives, the
high net worth entities/accredited
threshold for shareholder approvinvestors and measures removing
al relating to a listed company
the ticket size of 250,000 ringgit
disposing all, or substantially all,
to ensure that complex and high
of its assets resulting in it being
risk
products
are
offered
or marketed only to truly sophistino longer suitable for continued listing on Bursa Malaysia
cated
investors.
is raised to 75%. This will apply to all new asset disposals
In Hong Kong, the Hong Kong Exchanges and Clearannounced on or after January 28 2011. This will ensure
ing
Limited
(HKEx) in December 2010 put out a consultathat the shareholders of listed companies will receive the
tion
paper
on
“Review of the Code on Corporate Goversame degree of protection regardless of the route that is
nance
Practices
and Associated Listing Rules” in what has
chosen to privatize the company.
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of its level of adoption of corporate
been described as the biggest corporate
governance guidelines.
governance reforms in the territory in
“The non-mandatory rules
The British government is also helpsix years. The principal objective of the
require the listed firms to
ing the PSE in creating a so-called Maproposed changes, which the HKEx
disclose to the public the reasons harlika Board for companies with the
asked the interested parties to submit
high corporate governance standards.
written comments no later than March for their failure to adopt good
The initiative is designed to establish
18, 2011, is to promote the developgovernance practices”
a more attractive environment for
ment of a higher level of corporate govcompanies to come to the Philippines
ernance among issuers, the importance
not just to list on the exchange, but for funds to invest in
of which was highlighted in the recent global financial crisis.
the companies.
One of the proposals will make it compulsory for all
In a separate move, the PSE in February this year
listed companies to have at least a third of their board of
announced the delisting of five companies effective
directors made up of independent directors by the end of
March 10 2011 for repeatedly violating the rules on
2012. The exchange notes that 21% of the issuers do not
the disclosure of financial reports. Those to be delisted
currently meet this proposed requirement. To better equip
include a hotel and leisure company, a bathroom fixture
directors, they will be required to spend eight hours of
maker, a savings bank, a property company and a holding
training every year on developments in law, regulations and
company.
topics relevant to their duties.
Over in Taiwan, the Asia Corporate Governance AssoAnother proposal is for the director to keep the comciation (ACGA) on February 24 this year launched a new
pany informed of his other professional commitments, limit
policy paper on this jurisdiction, the “ACGA White Paper
those commitments and acknowledge to the company
on Corporate Governance in Taiwan” – the first effort of
on appointment that he will have sufficient time to meet
its kind focusing on corporate governance issues in Taihis obligations. A non-executive director should confirm
wan. It makes a series of recommendations for reform in
annually to the nomination committee that he has spent
three key areas: shareholder meetings and voting, board
adequate time to the company’s business.
effectiveness and shareholder rights.
Meanwhile, corporate governance activists has raised
In doing so, ACGA believes that if Taiwan brings its
concern about the HKEx’s recent decision allowing Chinese
corporate governance regime more closely into line with
companies listed in Hong Kong to rely solely on mainland
global best practices, this would help to attract more
auditing companies and accounting standards to prepare
investment and make its capital markets more internatheir financial statements since it would reduce local regulationally competitive.
tory oversight. The SFC does not have the oversight over
In India, which is still feeling the aftermath of the
the auditing companies preparing these financial statements
Satyam Computer Services’ fraud scandal that broke out
since they are supervised by the mainland regulators.
in January 2009, one of the corporate governance issues
In announcing this decision, the HKEx says this would
on the table surrounds the overhaul of its accounting
increase market efficiency and reduce compliance costs of
rules following opposition from the Indian businesses. The
Chinese-incorporated companies listed in Hong Kong.
changes are supposed to bring India’s accounting system
In the Philippines, the Philippine Stock Exchange (PSE) in
in line with the International Financial Reporting StanNovember last year released a guide book to help publiclydards (IFRS) being followed in the European Union and
listed companies meet corporate governance standards. The
other countries.
guidelines, which are drafted with funding from the British
The Federation of Indian Chambers of Commerce has
government, will be implemented under an “adopt or exasked
for the implementation date to be deferred, claimplain” system, which means that there will be no sanctions
ing
that
the timing was highly unworkable and unfair.
on companies that will be unable to comply with them. The
Meanwhile,
the Satyam saga appears to be reaching
only sanction that they will get is for the PSE to disclose
its
conclusion
and
it was reported in the middle of Februwhich are these companies to the investing public, who will
ary
that
it
agreed
to
pay US$125 million to settle a shareeventually decide their investment in the stock.
holder’s
lawsuit
in
federal
court in New York. The Satyam
The non-mandatory rules require the listed firms to
management
believes
the
settlement should remove a
disclose to the public the reasons for their failure to adopt
dark
cloud
of
uncertainty
over
the company and should
good governance practices. The companies will be required
reinforce
client
confidence.
It
should
also enhance the
to submit a compliance report for the previous year to the
company’s
credibility
and
business
opportunities
in the US
PSE’s disclosure department on or before January 30 of
and
eliminate
distraction
for
further
litigation.
every year. The report will include the company’s assessment
n
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Corporate governance
driving BDO success
“Corporate governance
consciousness has to start
at the highest level and
cascaded down throughout
the organization”
What are the principal features or
characteristics of BDO management/
structure which has contributed to
its publicly-acclaimed track record for
corporate governance? (Audit committees, INEDs, director compensation
disclosure, special policies designed to
enhance corporate governance, etc.)
Please give a brief history on BDO involvement in corporate governance
reforms?
The Bank’s board of directors is composed of professionals from various fields
of expertise. A group of advisers to the
board is also present to give guidance on
corporate and strategic issues. The men
and women behind the board and advisory group are bankers (domestic and
local), legal and accounting professionals, former regulators, senior officers of
an international lending institution and
merchandise marketing professionals.
BDO actively advocates the adherence to
Corporate Governance as shown by various efforts, including, among others, the
sponsorship of seminars conducted by accredited providers in compliance with the
regulations issued by the Bangko Sentral
ng Pilipinas (BSP).
There are also the regular meetings of
the board committees - Executive Committee, Trust Committee, Audit Committee, Risk Management Committee,
Corporate Governance Committee, Nom-

inations Committee, and Compensation
Committee.
A manual on Corporate Governance
is likewise in place, which defines the
roles of the Board, the individual directors,
management, internal audit, compliance,
as well as the rights of the bank’s shareholders, among others.
In addition, a Code of Conduct was
developed and disseminated to the Bank’s
officers and staff, defining therein the

appropriate standards of behavior in the
workplace, dealings with clients and other
stakeholders, the proper handling and dissemination of corporate information, as
well as the proper observance of regulatory policies.
Also of high importance is the Bank’s
minority stakeholders with board seats International Finance Corp. (IFC) and United Overseas Bank (UOB) - provide support
to independent directors to ensure all
stakeholders are treated fairly.
How has corporate governance
worked in terms of BDO competitiveness?
Ensuring fairness, accountability, and
transparency in all its business dealings
and treatment among various stakeholders, along with leveraging on the Bank’s
inherent strengths, have helped enhance
BDO’s competitiveness and in transforming BDO to what it is today. Decisions are
more rigorous and the practice of transparency ensures problems are tackled
head-on and early.
BDO is currently the country’s largest
bank in terms of total resources (the only
bank to hit the trillion peso mark to date),
customer loans, deposits, and trust assets,
while holding market dominance in investment banking, private banking, leasing and finance, remittances, and credit
cards. Such achievements would not have
been possible without the trust and confidence of our clients, investors, and stakeholders that the bank has ear ned through
its strict adherence to the principles of corporate governance.

Teresita Sy Coson: Our corporate
governance policies accentuate both
the process and the results.
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What lessons do you think BDO has to
offer to other companies in terms of
improving their respective corporate
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governance track record?
Corporate governance consciousness
has to start at the highest level and cascaded down throughout the organization. Corporate leadership has to lead by
example and by the policies they institute.
How do you assess the state of corporate governance in the Philippines,
specifically, in Asia in general?
In most Asian countries like the Philippines, there are still a group of shareholders who controls the companies and they
themselves act as a check and balance of
the management. There is a need to have
a more active participation from the minority group, working hand in hand with
the majority shareholders.

“Several criteria with
reference to the Bank’s
vision and mission, board
qualifications, stakeholders’
concerns, board committees,
conduct of board meetings, and
board presentations are rated by
the directors and advisers”

How does your company evaluate
and measure the effectiveness and
performance of the board and its
members?
Our corporate governance policies accentuate both the process and the results.
Every year, a corporate governance survey
is annually conducted by the Bank’s Corporate Governance Committee to oversee the periodic performance evaluation
of the board, its committees and executive management. Several criteria with
reference to the Bank’s vision and mission, board qualifications, stakeholders’
concerns, board committees, conduct of
board meetings, and board presentations
are rated by the directors and advisers.
Likewise, the Directors conduct a selfassessment as individuals on their ability
to adequately carry out his/her duties as
Director bearing in mind his contribution and performance (e.g. competence,
candor, attendance, preparedness and
participation). An evaluation of senior
management by the Board is also conducted based on the reports and recommendations provided by management to
the board such as the results of financial
performance, compliance and/or noncompliance with regulatory requirements.

dards of corporate governance in the
Philippines?
There should be the basic principles of
corporate governance transparency and
disclosure. Public disclosures of corporate
developments on a regular basis should
apply and be required of other companies
and not limited only to publicly listed companies. Forced to be more transparent in
their operations, corporate management
may be induced to adopt better corporate governance practices to gain better
public perception on the company’s performance.
Also, it should be a qualifying requirement for all directors elected to company
boards to undergo corporate governance
seminars. If resources permit, perhaps
even the senior management of these
companies should be required to attend
corporate governance seminars. Hopefully by these means, good corporate governance can be cascaded into the company
culture.
Based on the Asian Institute of Management Survey of Largest 100 Publicly
Listed Companies in the Philippines, the
number of directorships that a director of
a company holds may be looked into. By
limiting directorship positions, a director
can focus better on his duties and responsibilities in pursuance to good corporate
governance practice. Another area identified in the AIM survey is providing for a
term limit for independent directors could
also be considered.

What reforms do you think have to
be implemented to enhance the stan-

What is the underlying philosophy
behind BDO track record on corporate
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governance?
We practice good principles of corporate governance from top to bottom, particularly transparency and disclosure. The
board has access to information.
In terms of structure, what measures
have you implemented to enhance
the company’s corporate governance?
We have independent directors who
help in overseeing the company’s principles of corporate governance. The creation of Board committees and the active
participation of the directors appointed
as members to these committees have
likewise contributed to the enhancement
of the bank’s corporate governance. The
continuing communication between the
Board and management on a regular basis
provides for the proper linkages between
the higher level corporate objectives and
strategies, and the tactical policies and
procedures being implemented by management.
How do you view the state of corporate governance in the businesses and
areas where BDO operates in?
The industry is generally good. It is
highly regulated by the BSP, Securities
Exchange Commission and the Philippine
Stock Exchange, which includes adhering
to Corporate Governance.
An independent organization, the Institute of Corporate Directors (ICD), also
provides support and monitors corporations which would want to enhance their
corporate governance practices. In the
2009 ICD Corporate Governance Scorecard, BDO was recognized to be in the top
25% tier of all companies that was rated
with a rating of 89%.
Can you describe in brief your firm’s
CSR, Environmental Practices and
Community Partnership and how it
has made an impact to the community
you operate with.
The bank’s CSR programs are being
carried out through the BDO Foundation,
Inc. Annually, the Foundation maps out
a CSR program outlining the activities to

be
be undertaken
undertaken such
such as
as community
community dedevelopment
velopment projects,
projects, livelihood
livelihood enhanceenhancement
ment projects,
projects, values
values formation
formation seminars,
seminars,
among
among others.
others.
The
The bank
bank supports
supports these
these projects
projects eieither
ther financially,
financially, donation
donation of
of real
real property,
property,
or
or through
through active
active voluntarism
voluntarism among
among the
the
bank’s
bank’s officers
officers and
and staff.
staff. The
The Board
Board of
of the
the
Directors
Directors of
of the
the bank
bank isis regularly
regularly apprised
apprised
of
of the
the bank’s
bank’s CSR
CSR programs
programs through
through regregular
ular presentations
presentations of
of the
the Managing
Managing DirecDirector
tor of
of the
the Foundation.
Foundation.
The
The Board
Board of
of Directors
Directors has
has drawn
drawn up
up
and
and approved
approved the
the bank’s
bank’s policies
policies on
on enenvironmental
vironmental issues,
issues, and
and correspondingly
correspondingly
appointed
appointed in
in the
the process
process aa dedicated
dedicated ofofficer
ficer to
to oversee
oversee the
the implementation
implementation of
of
these
these policies.
policies. In
In coordination
coordination with
with the
the
bank’s
bank’s HRM
HRM and
and also
also with
with the
the participaparticipation
tion of
of BDO
BDO Foundation,
Foundation, programs
programs related
related
to
to environmental
environmental concerns
concerns such
such as
as the
the
BDO
BDO Greening
Greening Program
Program have
have been
been initiinitiated
ated and
and carried
carried out
out in
in 2010.
2010. These
These proprograms
grams will
will continue
continue to
to be
be carried
carried out
out and
and
enhanced
enhanced during
during the
the coming
coming year.
year.

What
What are
are the
the benefits/rewards
benefits/rewards of
of
good
good corporate
corporate governance?
governance?
Gaining
Gaining the
the public’s
public’s confidence
confidence as
as
well
well as
as the
the investing
investing community.
community. ItIt also
also
adds
adds to
to the
the excellent
excellent execution
execution of
of busibusiness
ness strategies,
strategies, policies
policies and
and procedures.
procedures.
There
There isis focus
focus and
and transparency
transparency in
in pursupursuing
ing the
the directions
directions of
of the
the company,
company, which
which
in
in turn.
turn will
will result
result in
in better
better performance
performance
as
as evidenced
evidenced by
by wider
wider markets,
markets, better
better serservice
vice delivery,
delivery, asset
asset growth,
growth, more
more revenues
revenues
and
and added
added net
net worth
worth to
to the
the company.
company.
For
For BDO,
BDO, good
good corporate
corporate governance
governance
brought
brought about
about measurable
measurable benefits
benefits that
that
built
built upon
upon themselves:
themselves: enhanced
enhanced busibusiness
ness performance
performance indicated
indicated in
in higher
higher
profitability
profitability ratios
ratios and
and share
share price
price perperformance;
formance; improved
improved access
access to
to capital
capital at
at
lower
lower cost;
cost; better
better ability
ability to
to attract
attract invesinvestors;
tors; and,
and, retain
retain existing
existing shareholders.
shareholders.
Corporate
Corporate governance
governance in
in tandem
tandem
with
with the
the successful
successful execution
execution of
of its
its core
core
business
business strategies
strategies enables
enables the
the Bank
Bank to
to
pursue
pursue its
its long-term
long-term objective
objective to
to be
be the
the
preferred
preferred bank
bank in
in every
every market
market itit serves.
serves.

This
This in
in turn
turn should
should result
result in
in expanded
expanded
market
market share,
share, increased
increased productivity,
productivity,
higher
higher profitability,
profitability, and
and enhanced
enhanced shareshareholder
holder value
value over
over the
the long-term.
long-term.
What
What are
are measures
measures can
can the
the company
company
implement
implement to
to further
further improve
improve its
its corcorporate
porate governance?
governance?
Corporate
Corporate governance
governance may
may further
further
be
be improved
improved by
by continuous
continuous reviews
reviews
of
of the
the actions
actions of
of the
the company
company vs.
vs. govgovernance
ernance principles.
principles. This
This will
will allow
allow the
the
company
company to
to determine
determine what
what actionable
actionable
policies
policies need
need to
to be
be established
established and
and imimplemented.
plemented. In
In the
the case
case of
of BDO,
BDO, we
we have
have
identified
identified that
that we
we can
can further
further improve
improve on
on
our
our disclosures
disclosures by
by providing
providing even
even greater
greater
accessibility
accessibility to
to information
information through
through both
both
the
the internet
internet and
and printed
printed media.
media.
Going
Going forward,
forward, how
how do
do you
you see
see the
the
direction
direction of
of corporate
corporate governance
governance in
in
the
the Philippines?
Philippines?
Moving
Moving towards
towards transparency,
transparency, disclodisclosure
sure and
and representation
representation of
of minority
minority rights.
rights.

Corporate GovernanCe
report
Hong Kong and China
October
October 2011
2011
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The Tao in
Corporate Governance
“Corporate governance sadly
has become too much of a
spectator’s sports, where
analysts are now dictating how
boards should be run”

I

n this short article I would like to
point out three popular but dangerous sets of thinking on corporate
governance that needs to be adjusted,
or rather put in context in the spirit
of business and for a lack of a better
word, the Tao of business. The first is
a wayward quest to find the Holy Grail
between corporate governance and
higher revenue or share value. This is
silly and misses the point. The second
is a growing trend and discussion to
harmonize the governance practices
across the world, and the third, on
having the board to focus on reaching a balance between risk taking and
value creation as an end state. All three
initiatives are grand initiatives and all
started with the best of intention. My
aim is to help the readers focus and
introduce a proper perspective on true
corporate governance, and help the
reader identify propagandas and fads.
Corporate governance is a blessing, and should not be taken in vain.
In Taoism, Lao Tse described ‘Tao
as that which cannot be named, and
once named, no longer is Tao.” And
similarly like Tao, once corporate governance is apparently clear and everyone believes they can describe corporate governance, we will begin to lose

Dr Gregg Li: There is much value in the
push for more transparency and this action
provides a proper check against abuses.

a bit of substance that is needed to ignite a search for the true answers. We
can easily begin to delude ourselves
that we have captured the essence
of CG when in fact we have just only
observed a few behaviors by a certain
group of individuals and we do this as
spectators.
Take for example the push for higher levels of external transparency where
shareholders demand more information from the company. There is much
value in the push for more transparency
and this action provides a proper check
against abuses. Looking deeper however and we forget that transparency
within the organization is just as important and that boards should understand
what is indeed happening within their
company. But in reality, many organiza-
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tions are still having difficulties knowing
how information is shared across the
organization. Many are still unable to
fathom how incentives are harmonized
across their company such that interests
and cross selling can be shared. Corporate governance sadly has become too
much of a spectator’s sports, where
analysts are now dictating how boards
should be run. And as spectators some
of us demand “transparency” from the
players and try to pass judgment on
decisions that we hardly are qualified
to make ourselves. And this is how silly
the push in corporate governance in
some parts of the world has become.
As we move forward in extending our
knowledge and belief in corporate governance in 2011, we should remind
ourselves that there is a Tao in corporate
governance and sometimes by drilling
too deeply into any one part, we begin
to lose the bigger picture that the parts
would compose.
Distraction no. 1: there’s a link
between governance and revenue
There’s been an ongoing academic
search to link th e presence of corporate
governance practices with higher revenue (or share prices) and the search is
akin to determining how long an average person would live if he or she drink
a few extra glasses of water in a certain
sequence over a certain duration of the
life of the person. Pointless to say the
least and difficult to extrapolate even
if the academics have successfully preselected a range of organizations that
appeared to have this correlation and
extrapolated the findings to say that
any organization so established should

see higher profits. Pointless! This is asking the wrong question.
Someone failed to mention that
revenue is more a result of being able
to sell and capture a market than administrating or controlling the proceeds of the revenue. Directing without proper execution doesn’t work.
Having controls in place to ensure the
proceeds are properly recognized is important. Debating where and how to
hit a market is relevant, and having a
Chairman or a CEO who can articulate
and bring this topic to proper discussion then manage its execution is good
governance, but hardly measured as a
form of governance today. If we can
define corporate governance to include such governance behaviors
we may be closer to finding the
linkage between higher orders
of governance with higher revenue…but even at this level, this
is still missing the point.
Of course there’s a link. There’s
a real link between monkeys and
humans as well. Monkeys and humans are linked and differ in DNA
terms by less than two percent
but one animal is still swinging
from trees and we are jumping on
the moon. Go figure. Is this type
of question a board of directors
should be spending time on? Directors’ roles and responsibilities
should not be trying to convince
their shareholders that higher
form of corporate governance
would suggest higher share value.
Distraction no. 2: We need to harmonize the governance practices of
the East with those of the West.
This reminds of the phase where a
dog’s tail is wagging the dog and probably was introduced by some analysts
who want to have a common platform
to measure and interpret signals from
various boards of directors, so that outsiders can observe these signals.
Business is about competition and
beating your competitors to lunch, by

being adaptive to the changing market
conditions. By introducing foreign governance practices with no trade off in
market share or revenue is hardly sensible. Separating the roles of the Chairman from that of the CEO may work
well in one type of ecosystem and in
that maturity of the firm that has it, but

ferent and gain additional advantage.
If one’s competitors are bureaucratic
with many committees, then it would
be sensible to attack them with a lean
and mean machine, with unity of command, a light armor, and fast decisionmaking. Governance architecture with
many layers is not conducive to fast
decision-making.
Again, such initiatives are pointless
in themselves. A wise Chairman would
only take what is necessary from the
other culture (East or West) and apply them just so, but in the interest to
create his or her own organizational
culture that can move quickly but with
sufficient and not overly onerous procedures in checks and balances.

hardly prescriptive to all others where
proper checks and balances are already
well structured into every layer of those
organizations. One does not want a
bureaucratic governance structure
when attacking a new market is in order. Nonetheless, for a few where the
CEO is too powerful and reckless, separation of the role is entirely sensible.
From the organization’s perspective
however, harmonizing any practices is
only subordinate to the need to be dif-

Distraction no. 3: Balancing
risk taking and the creation
of value is the end objective
for Boards.
A few governance architects, including myself, once
advocated that corporate governance should be defined as
the process of seeking a balance between risk taking and
the creation of value; and that
good boards should aim for this
end state. But I was wrong.
We know that balance is
relative, and temporal. Balance
changes as the context and
ecosystem changes, and the
organization needs to rebalance from time to time. When a
board has spent excessive time
and attention on performance,
it will need to reorient itself to conformance. When a board has spent an
inordinate amount of time monitoring
the work of management, it will need
to back off and work with management to formulate strategies where
management can be asked to monitor
some of the work by themselves. This
is quite sensible and quite motherhood
but later I have come to believe that
this is insufficient.
Reaching for balance is a good thing,

“When a board has spent
excessive time and attention
on performance, it will
need to reorient itself to
conformance”
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but being there may not be. My “adjusted” belief is that a firm needs to be
slightly off-balanced. A board needs to
constantly challenge the status quo and
this is the only true way to be sustainable. Organizations and the ecosystems
that they have found shelter within are
constantly evolving. But employees who
work in organizations prefer stability and
the old ways of doing things, and hates
frequent changes and untried methods.
The old guards need to recognize that
the more complacent any governance
system becomes, the higher the probability that the system may no longer be
adequate to monitor and manage under
a new ecosystem. To recognize the need
to be slightly off-balance, continually
looking for ways to improve the governance practice, should be a behavior of
all effective boards.
New employees come and go. Senior ones bring in their expectations
and their own form of local governance practices that may or may not
reinforce those existent at the firm
level. And this means any governance
infrastructure will change and needs to
flex just so slightly. This issue is complex because organizational maturity
has implications on the dance that is
being played for both the board and
management, as both parties are executing governance in some degree.
Corporate governance can be imagined very much as a dance between
management and the board. For a
young organization, the board often is
the management. As the firm matures,
there is a shift in roles between those
who are in governance and those in
management. One of the difficulties
in understanding the differences between the board and management is
this tendency for most boards to take
on the role of management and keeping such roles. Only when governance
and management are working in sync,
in proper and relative proportion, will
you have the structure to facilitate a
viable business. Talking about governance with an absence of a discussion

“As we move into a new
decade, we need to put some
common sense and proper
perspective into this endeavor
called corporate governance
best practices”

in management is trying to describe
one side of the coin.
Decades ago only a handful of
boards have heard of CG and Bob
Tricker’s first book by the name of
“Corporate Governance” came out
only in 1984. When over expansion
of Hutchison Whampoa, a British
conglomerate at the time, brought it
to near collapse in Hong Kong, Hong
Kong and Shanghai Bank underwrote
the company and later sold their holdings to Mr. Li Ka Shing in 1979. Mr.
Li’s new Hutchison Whampoa gave
him the platform he needed to expand into becoming one of today’s
global corporations. We didn’t call it
a lack of CG back then; we called it
mismanagement by the old board of
Hutchinson. When a well-controlled
company is taken over, caused by a
variety of reasons and most likely from
mis-governance, we attribute those to
a combination of reasons and a lack of
compliance to some standards is hardly
the first reason.
Balance exists between governance and management. Sometimes
the power of the directors can be extended to management and a smart
manager may create an illusion that
he is just as powerful as a director
because the manager controls just as
much as any director. This space, appropriately called the ‘edge of chaos’
where two powerful parties – directors and managers -- would share and
negotiate this space, is often nebulous
and by being so, would allow many
boards to balance and effect authority as an when appropriate. It is the
C
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existence of this space that allows the
key players to contribute in creating
a tapestry where the art of corporate
governance is played out! And this is
why corporate governance sometimes
is so difficult to fathom.
Of the many roles of a chairman
who is a leader amongst the directors, putting the board on a steady
course of balance, between governance and management as cited earlier, or between risk taking and value
creation, is probably one of the most
important. Knowing when to push
and when to pull is as important as
knowing when to fold and when to
bet in a poker game even with a pair
of Aces in your hands.
My new insight is that sometimes
a board needs to go further, to be just
slightly off-balance and finds value in
knowing it needs to be so, such that it
learns to accept that any short balance
is just a temporal illusion, and constant
and frequent test of the governance
system is always a best practice.
In conclusion, as we move into
a new decade, we need to put some
common sense and proper perspective into this endeavor called corporate
governance best practices. There will
be new initiatives that will come to test
and improve the richness of this topic.
These are necessary indeed.
We must be cognizant that some
initiative can become distractions, and
if some of us continue to demand the
players to come to terms with a spectator’s version of corporate governance,
we are deluding ourselves. As Andrew
Carnegie once quoted “First is integrity;
second, industry; finally, concentration
and focus.” Over the 25 years in corporate governance as we move from
integrity to industry of the term, it is
not time to concentrate and focus what
indeed is the true essence of corporate
governance as we move into 2011. n
Dr. Gregg Li, Independent Governance Architect and Special Advisor to Aon Global Risk
Consulting.
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KASIKORNBANK:

Leading the way
on Corporate
Governance in
Thailand

“To promote good governance
acts, the Bank offers shareholders
the opportunity to propose
matters for inclusion as agenda
items before the Shareholders
Meeting”
What are principal features or characteristics of your management/
structure which have contributed to
its publicly-acclaimed track record for
corporate governance?
(Audit committees, INEDs, director
compensation disclosure, special policies
designed to enhance corporate governance, etc.)
KASIKORNBANK believes that good
corporate governance is a key factor to
sustain our business undertaking and to
attain our ultimate goal for the maximum
benefits to shareholders. It will lead to not
only sound and transparent management,
under a definite standard, to enhance the

Bank’s market competitiveness, but also
greater confidence among local and foreign shareholders and all involved parties.
(1) Rights of shareholders: The
Board of Directors makes every effort to
treat shareholders equally and fairly, as
specified under the Articles of Association of the Bank and related laws. Apart
from basic legitimate rights, the Board of
Directors emphasizes the disclosure of accurate, complete, timely, and transparent
information to shareholders. Information
updates are regularly provided on the
Bank’s website in four languages – Thai,
English, Chinese and Japanese – as well as
to the public media.
(2) Equitable treatment of shareholders: The Board of Directors has established
a Corporate Governance Policy, based on
shareholders’ rights, and the equal and
fair treatment of all shareholders, including the minority and foreign shareholders.
To promote good governance acts, the
Bank offers shareholders the opportunity
to propose matters for inclusion as agenda
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items before the Shareholders Meeting.
Shareholders are also encouraged to propose qualified candidates for election as
director at the General Meeting of Shareholders.
(3) Roles of stakeholders: The Bank
places particular emphasis on the equal
rights of all stakeholders. In order to ensure the rights of stakeholders, the Bank
has established in writing a Statement of
Business Conduct and a Code of Conduct for all employees, which have been
disseminated through the Bank’s website
and internal communications media. Realizing the importance of stakeholders’
involvement, the Bank provides communications channels to receive suggestions,
useful information, or complaints of improper actions from stakeholders, which
are conveyed to the Bank’s Board of Directors in accordance with the guidelines
disclosed on the Bank’s website.
(4) Disclosure and transparency: The
Bank has supervised and set up a definite
policy, called the KASIKORNBANKGROUP

Disclosure Policy, approved by the Board of
Directors. The objective of this policy is to
ensure that disclosure of the Bank’s financial
and non-financial information to shareholders, investors, analysts, regulatory agencies
and the general public is conducted in an
accurate, complete, timely, equal, transparent, and consistent manner, and in accordance with all applicable laws, regulatory
requirements and criteria. In addition, the
Bank has established the Investor Relations
Unit, under the Office of Corporate Secretary, with the objective and responsibility of
handling investor relations-related activities.
(5) Responsibilities of the Board of Directors: The Board of Directors approves
the vision, mission, and core values as well
as strategic directions and policies of KASIKORNBANK FINANCIAL CONGLOMERATE, reviews the annual business plan and
budget, and oversees the Management in
effectively carrying out actions that are in
line with the designated policies and business plans, and are in accordance with the
rules and regulatory requirements of related
government agencies and the resolutions of
shareholders meetings. The Board of Directors is independent in delivering decisions, in
order to ensure that the Bank and its stakeholders acquire the maximum benefits that
increase the economic value of the Bank.
The Board is composed of: 1) Executive
directors, at not more than one-fourth of all
directors; 2) Non-executive directors, who
are independent, at not less than one-third
of all directors but no less than three directors; and 3) Other non-executive directors.
The Board of Directors has appointed
directors possessing suitable knowledge and
skills to act as members of the Board Committees, whose specific duties are to prescreen matters that need prudent attention
prior to submission to the Board of Directors.
The Board Committees include the Audit
Committee, Corporate Governance Committee, Human Resources and Remuneration
Committee, and Risk Management Committee. The Bank has also established a Management Committee consisting of the Chief Executive Officer and President, and other Bank
officers to manage and operate the Bank’s
businesses as defined by the Board.

“The Board of Directors is
independent in delivering decisions,
in order to ensure that the Bank
and its stakeholders acquire the
maximum benefits that increase
the economic value of the Bank”
Please give a brief history on your
company’s involvement in corporate
governance reforms?
Always adhering to the significance
of good corporate governance, the Bank’s
Board of Directors appointed the Audit
Committee on June 25, 1998, to carry out
the role of supervising the risk management process, internal control system, as
well as reviewing connected transactions
and actions in compliance with the laws.
The Bank then established the Corporate
Governance Committee on April 3, 2002,
to oversee actions in compliance with the
Statement of Corporate Governance Principles, and international best practices.
In the present, the Board Committees,
whose specific duties are to pre-screen
matters that need prudent attention prior
to submission to the Board of Directors,
include the Audit Committee, Corporate
Governance Committee, Human Resources and Remuneration Committee,
and Risk Management Committee.
Changes in Organizational Structure to Enhance Corporate Governance
Actions
• Development of nomination procedures of the Bank directors
• Provision of orientation courses for new
directors, covering necessary information on the roles, duties and responsibilities of the Board of Directors
• Restructuring of the organization to
promote clear responsibility for risk
management, incorporating all key risk
factors, under effective identification
and mitigation of risks
• Provision of an effective oversight and
audit system
• Adoption of the Statement of Business
Conduct and Code of Conduct for all
employees for common understanding
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and pursuance by all parties concerned
• Adoption of oversight and audit standards in compliance with the requirements of all regulatory agencies through
the Audit Committee
• Promotion of common understanding
among the Board of Directors and senior
managers concerning corporate governance actions and benefits thereof
• Promotion of adherence to corporate
governance principles at all levels of
operations via various channels of
the Bank
How has corporate governance
worked in terms of enhancing your
company’s competitiveness?
(1) The Board of Directors places great
importance on and strictly adheres to the
corporate governance principles, believing
that good corporate governance is an important factor for a long-term sustainable
growth of the Bank performances.
(2) The Bank places great emphasis on
the balance of authority of management
and holds up to ethical business practices,
by exercising fairness and transparency,
and operating according to guidelines that
prevent conflicts of interest.
(3) The Bank continuously develops
corporate governance on the firm premise that its principles be practical and continual, and become part of the corporate
culture.
(4) The Bank communicates to its employees and creates employee awareness
of the Bank’s corporate governance principles, through internal communications
media, such as newsletters, intranet and
KASIKORNTV -- the Bank’s closed-circuit
TV program, to ensure that employee
practice is fully in accordance with the
Bank’s corporate governance principles.
The Bank also regularly follows up employees’ understanding by means of various surveys.
(5) The Bank gives emphasis to the
community, society and environment by
providing assistance and promoting activities that benefit the community, society
and environment, in order to enhance
higher living standards of the people. The
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by initiatives and continued collaborations
among capital market participants, public
and private sectors, over the years.

Bank recognizes the importance of and
demonstrates concern for sound environmental protection through continuing efforts and activities; it also educates
and encourages employee involvement in
activities concerning development of the
community and environment.
(6) The Bank places high importance
on adequate disclosure of information,
both financial and non-financial (e.g.
quarterly Management Discussion and
Analysis), in Thai and in English, through
the SET information system and the Bank’s
website, to ensure that shareholders and
investors acquire sufficient information.
What lessons do you think your company has to offer to other companies
in terms of improving their respective
corporate governance track records?
Certain value and benefits from the
promotion of common awareness of corporate governance among all parties concerned would be summarized, as below:
• Better business performances
- Mitigation of risks in business undertaking
- Adoption of appropriate strategies
- Adoption of effective risk management
- Availability of accurate and reliable financial information
- Promotion of an effective two-way
communication process
- Promotion of effective monitoring of
actions
• Assurance of credibility for all customers, with positive effects in terms of
stock prices
• Assurance for shareholders and counterparties
• Attraction of both domestic and foreign
investors
• Being the Employer of Choice for both
present and future employees
How do you assess the state of corporate governance in Thailand specifically, in Asia in general?
After the economic crisis in 1997,
Thailand has recognized the significance
of confidence enhancement in the Thai

Banthoon Lamsam: CEO and President,
KASIKORNBANK: The assessment results
showed that good corporate governance
in the Thai capital market had reached an
international standard.

capital market, and corporate governance has been promoted continuously
since then. The government announced
the Year 2002 as the ‘Good Governance
Year’, under a policy to urge both public
and private sectors to participate in the
good governance movement process. In
2005, Thailand participated in CG-ROSC
(Corporate Governance–Report on the
Observance of Standards and Codes) project, subject for assessment by the World
Bank. The assessment results showed
that good corporate governance in the
Thai capital market had reached an international standard. It was a mark of success in the move to upgrade corporate
governance in Thailand’s capital market.
The World Bank adopted the OECD (Organization for Economic Cooperation and
Development) Principles in its assessment
process. In 2010, Thailand moved up to
the fourth place in Asia’s corporate governance comprehensive assessment, CG
Watch 2010, earning recognition as the
country with the highest score improvement, especially in the areas of political
and regulatory environment. The significant leap from the eighth in the last assessment in 2007 was driven in large part
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What reforms do you think have to
be implemented to enhance the standards of corporate governance in
Hong Kong and Asia?
• Common understanding of the corporate governance principles among
the directors and executives, together
with their full support for materializing
implementation of CG principles in the
organization
• Directors and executives’ strict adherence to the Code of Conduct and display of exemplary conducts to others
• Concrete implementation of corporate
governance policy as set by the Board
of Directors
• Enforcement of the appropriate rules,
regulations and procedures, notably
for use of inside information and connected transactions
• Oversight of actions in line with the
policy as prescribed by the Board of Directors
• Common understanding and awareness
among employees in adhering to the
Code of Conduct and the Statement of
Corporate Governance Principles
• Strict adherence to the rules, regulations and measures
• Enforcement of survey on current status
of the organization in corporate governance
• Assignment of specific persons to take
responsibility in this project
• Promotion of corporate governance atmosphere within the organization
• Creation and maintenance of good
corporate governance as a sustainable
corporate culture
How has the drive for business excellence been implemented in your
company?
• The Bank continually promotes corporate governance concept within the
organization, including common understanding and awareness among
employees in adhering to the Code of

Conduct and the Statement of Corporate Governance Principles.
• The organization was designed to be
transparent by having check and balance
processes, providing informative public
information including Annual Reports.
• The Bank strongly believes that corporate governance is the foundation
for customer and investor confidence,
which results in sustaining financial performance of the Bank.
Where has this taken your company
today? Where do you see it going in
the future?
In our view, corporate governance is by
far as important as financial performance,
which needs well balance to achieve. In
2010, the Bank was presented with the SET
Award of Honor for Continuous Excellence
in Corporate Governance Report 20082010 and IR Excellence Award, presented
by the Stock Exchange of Thailand and
Money & Banking magazine at the “SET
Awards 2010” ceremony. The Bank also
achieved the recognition level of “Excellent” from Corporate Governance Report
of Thai Listed Companies in 2010, organized by the Thai Institute of Directors Association, in addition to an “Excellent” score
from quality assessment of Annual General
Meeting arrangement among listed companies in 2010 for the fifth consecutive
year, organized by the Thai Investors Association in cooperation with the Office of the
Securities and Exchange Commission and
the Thai Listed Companies Association. Additionally, the Bank was honored with the
2010 NACC Integrity Award, which was
organized by the National Anti-Corruption
Commission for the first time. Moreover,
Mr. Banthoon Lamsam, Chief Executive
Officer and President, received Asian Corporate Director 2010 for the first year, and
the Bank won the Corporate Governance
Asia Recognition Award 2010 for the sixth
consecutive year, presented by Corporate
Governance Asia Magazine.
At the same time, the Bank’s business
performance has been recognized as one
of the best in Thailand and received many
awards both domestic and international,

“The significant leap from the
eighth in the last assessment in
2007 was driven in large part
by initiatives and continued
collaborations among capital
market participants, public and
private sectors, over the years
e.g., “Strongest Bank in Thailand Award
2010” from the Asian Banker journal,
“Best Bank in Thailand 2010” from the
Euromoney magazine, “Best Domestic
Bank in Thailand 2010” from the FinanceAsia magazine, and “Best Domestic
Bank in Thailand 2010” from the Asiamoney magazine.
Even changing in competitive landscape, the Bank continues to put corporate governance among top priorities
and aims to inherit corporate governance
in every level in order to maintain this
standard.
What’s the difference?
The Bank is widely accepted in investor community in transparency. Customers and investors are confident in the organization creditability. These awards are
proved for what we achieved.
How are vacancies on the Board of Directors filled?
The Human Resources and Remuneration Committee has duty to select
and review candidates nominated for directorship, per assignment from the Board
of Directors, and the Human Resources
and Remuneration Committee Charter.
The appropriate proportion, number and
composition of the Board are taken into
consideration, which must also conform
to regulatory statutes, the Bank’s Articles
of Association and the Statement of Corporate Governance Principles. Selection
guidelines include:
1. Considering persons with required
qualifications, and not having characteristics prohibiting them from holding a directorship in a financial institution per the
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criteria of the Bank of Thailand, Office of
the Securities and Exchange Commission,
Capital Market Supervisory Board, and
other related agencies;
2. Reviewing their qualifications
based on the questionnaire on the qualifications of director of financial institution
in accordance with related laws;
3. Affirming the qualifications, skills,
knowledge and basic experiences as defined by the Bank.
The Bank offers shareholders the
opportunity to propose candidates for
consideration and election to such positions in the Annual General Meeting
of Shareholders, according to specified
criteria and procedures. The Human Resources and Remuneration Committee
may propose to the Board of Directors to
set up an ad hoc committee comprising
the Bank’s Directors or external persons
to handle the director nomination procedure. If there is no suitable candidate, the
nomination procedure will be resumed to
find new qualified ones. For the nomination of Independent Directors, the Human
Resources and Remuneration Committee
will consider qualified candidates, who do
not have characteristics prohibiting them
from holding such positions as prescribed
by the regulations of the Bank of Thailand
and other regulatory agencies. Qualified
candidates will be recommended to the
Board of Directors for consideration and
to the Bank of Thailand for concurrence,
before proposing to the Annual General
Meeting of Shareholders to elect them
individually, for the case of election of director due by rotation and appointment of
new director.
After the Board of Directors resolved
to endorse the proposal, the Office of Corporate Secretary would proceed to request
for the Bank of Thailand’s concurrence, in
either electing a director due by rotation,
a new director or a director to replace
the vacancy. If the Bank of Thailand does
not concur with the proposal, the Human
Resources and Remuneration Committee
shall resume the nomination process.
After the Shareholders Meeting has
passed a resolution to elect a director, for
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the case of appointment of a director due
by rotation or a new director; or the case
that the Bank of Thailand concurs with
the proposal of director appointment for
vacancy replacement before the end of
director’s term, the Office of Corporate
Secretary shall register the change of director, and report to related official agencies within the defined period of time.
How often do members of the Board
of Directors stand for election?
At each Annual General Meeting of
Shareholders, one-third of the directors
- or if their number is not a multiple of
three, then the number nearest to onethird must retire from office. The directors
who have been in office the longest shall
retire first. If there is any disagreement as
to who should retire, it shall be decided
by drawing lots. The retired directors may
also be re-elected.
Do non-employee directors participate
in your Company’s pension plan?
No
Does the Company have a mandatory
retirement age for directors?
No
Does the Board review its performance regularly?
The Bank has established an annual
self-assessment plan for the Bank’s Board
of Directors. It serves as a tool for performance reviewing, as well as issues and obstacles facing each director over the past
year. It also helps increase the operational
effectiveness of the Board. Performance
assessment of the Board of Directors is
conducted in two ways: the overall performance assessment of the Board of Directors and the performance assessment of
each individual director. To facilitate this,
the Bank has developed an assessment
form consistent with the Statement of
Corporate Governance Principles, as well
as the duties and responsibilities stated in
the Board of Directors Charter. The Board
of Directors conducts self-assessment
once a year, and the assessment results
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“Performance assessment of the
Board of Directors is conducted
in two ways: the overall
performance assessment of
the Board of Directors and the
performance assessment of
each individual director”
are then analyzed and evaluated to indicate the level of target achievement for
self-assessment by the Board of Directors,
as established by Bank regulations.
Do outside directors meet without
the Chief Executive Officer / Chairman
present?
The Board has established that nonexecutive directors shall conduct at least
one meeting session annually without the
participation of executive directors to offer
them the opportunity to discuss problems
concerning businesses of the Bank or any
other concerns, and evaluate the performance of the Chief Executive Officer and
President. The outcomes of such meetings
shall be reported to the Chief Executive
Officer and President.
Does the Board regularly approve a
CEO succession plan?
The Board of Directors has approved a
succession plan for the positions of Chief
Executive Officer, President and senior
executives. A list of persons qualified for
these positions is reviewed regularly.
A major theme of corporate governance today involves the active participation of shareholders in a company’s decision making. How do your
company shareholders make their
concerns known?
The Board of Directors emphasizes the
disclosure of accurate, complete, timely,
and transparent information to shareholders. Information updates are regularly
provided on the Bank’s website in four
languages – Thai, English, Chinese and
Japanese – as well as to the public media.
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To promote good governance, the
Bank offers shareholders with the opportunity, to propose matters for inclusion
as agenda items, per specified criteria,
before the Shareholders Meeting. Shareholders are also granted the opportunity
to propose qualified candidates having
no prohibited characteristics, for election
as director under the prescribed process
at the General Meeting of Shareholders.
Guidelines on the proposing procedure
and shareholders’ rights are provided to
shareholders through the information dissemination system of the Stock Exchange
of Thailand and disclosed on the Bank’s
website, five months in advance of the
AGM schedule.
The Bank will inform the shareholders
of the consideration results and reasons.
Furthermore, the Bank has recognized
the significance of participation by all
stakeholders, thereby providing communications channels to acquire suggestions,
useful information, or complaints of improper actions from stakeholders, which
are conveyed to the Bank’s Board of Directors in accordance with the guidelines
disclosed on the Bank’s website.
What is the volume of these communications, and from whom do they
tend to come? Are they limited to the
large institutional investors?
Realizing the importance of transparent information disclosure, the Bank has
supervised and set up definite policies,
called KASIKORNBANKGROUP Disclosure
Policy, approved by the Board of Directors.
The objective of this policy is to ensure that
the disclosure of the KGroup’s financial
and non-financial information to shareholders, investors, analysts, regulatory
agencies and the general public are accurate, complete, timely, equal, transparent, consistent and in accordance with all
applicable laws, requirements and criteria.
The Bank has formulated and imposed
the KASIKORNBANKGROUP Disclosure
Policy for dissemination of its significant
information, by authorizing the Chairman,
Chief Executive Officer, President, Chief Financial Officer or Corporate Secretary to

consider and make decisions on the contents of significant information for public
disclosure. Any one of them shall be able
to disclose the information by him/herself,
or to assign relevant parties to handle this
task. The executive entrusted as Chief
Investor Relations Officer shall have the
authority to hold press conferences or
to disseminate significant information of
KGroup, and to reply to questions raised
by shareholders, investors and securities
analysts. The Public Relations Unit shall
coordinate with the information owners
in disseminating significant information of
KGroup.
How is corporate governance involved in the selection of your company board of directors?
The Bank provides shareholders the
opportunity to propose candidates for
director election in the Annual General
Meeting of Shareholders (AGM), according to specified criteria and procedures.
The Human Resources and Remuneration
Committee may propose to the Board of
Directors to set up an ad-hoc committee
comprising the Bank’s Directors or external
persons to handle the director nomination
procedure. If there are no qualified candidates for the director election, the recruitment process will be restarted.
Could you describe how your company distinguishes between corporate governance and corporate citizenship?
Corporate governance ensures the
presence of a structure and procedure
for management of relationships among
the Board of Directors, Management and
shareholders to enhance competitiveness,
which will lead to business growth and
value added for shareholders in the long
run, also taking into consideration some
long-term benefits for all stakeholders.
In addition, due attention should be
paid to actions under the Corporate Social Responsibility (CSR) approach, to ensure that the development for a sustainable business does not only focus on the
highest returns to shareholders, but also

“Corporate governance ensures
the presence of a structure and
procedure for management of
relationships among the Board
of Directors, Management and
shareholders”

on social and environmental benefits. The
Board of Directors has established the Corporate Social Responsibility (CSR) Policy as
follows:
• To strictly adhere to the Statement of
Business Conduct, and to participate in
social development and environmental
protection
• To encourage employees at all levels to
strictly abide by the Code of Conduct
and CSR Principles
• To launch CSR activities for the benefit
of all stakeholders
• To arrange workplaces by emphasizing
the issues of safety, occupational health,
environmental concerns and facilitation
for employees and customers
• To promote environmental preservation
and contribution to society
What form does that take, in practical
terms?
• Requirement for all employees to sign
their names in recognition of the Code
of Conduct
• Emphasis on the Statement of Corporate Governance Principles and Code
of Conduct, incorporated in orientation
courses for newly recruited executives
and employees to ensure common understanding among them
• Communications to all employees
concerning the Code of Conduct and
Corporate Governance through a Corporate Governance database set in the
electronic networks
• Promotion of Code of Conduct among
all employees through the KBank closedcircuit TV program – also known as KASIKORNTV - for common understanding
of actions stipulated in the Statement of
Corporate Governance Principles
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• Dissemination of articles of Corporate
Governance Principles and Code of
Conduct in KASIKORNBANKGROUP
Newsletter circulated within the organization
• Arrangement of activities through the
electronic network of KGroup for dissemination of information on the Code
of Conduct and the Corporate Governance Principles on Welcome Page, including the Quotes
• Communications on the criteria for
prohibition of inside information usage
in securities and stock futures trading
among directors and employees
• Communication of gift-accepting criteria among employees
• Preparation of CG Journal to report
to the Board of Directors on Corporate Governance and Corporate Social
Responsibility activities of the Bank or
other leading business entities, and disseminate to employees through a Corporate Governance database set in the
electronic networks
• Implementation of CG Visit Project for
secretaries to the Board Committees,
i.e. Audit Committee and Risk Management Committee, to offer consultation,
recommendations and review of compliance with the Statement of Corporate Governance Principles
• Implementation of CG Heroes Project,
initiated by the Office of Corporate Secretary, Corporate Secretariat Division, in
continuation from the previous year. In
2010, CG Heroes Project implementation was rolled over to all employees at
Head Office and Branches for the purpose of evaluating their understanding
as concerns the Corporate Governance
Principles and Code of Conduct, and
enhancing their participation in proposing useful suggestions for effective
communications of Corporate Governance in the organization and supervising appropriate and effective actions
in compliance with the Statement of
Corporate Governance Principles. In
addition, employees’ participation in
CSR activities was incorporated into the
evaluation criteria. n

Q&A siNGA po r e

StarHub and its corporate
governance principles
What are principal features
or characteristics of StarHub
management/structure which
has contributed to its publicly-acclaimed track record for
corporate governance? (Audit committees, INEDs, director compensation disclosure,
special policies designed to enhance corporate governance,
etc.) Please give a brief history
on StarHub involvement in corporate governance reforms.
StarHub firmly believes that good
corporate governance is the anchor of a
well-managed and respected organisation. StarHub has always strived to maintain the highest standards of corporate
governance and business conduct and
these have been reflected in the numerous awards and certifications StarHub has
won over the years, including the Euromoney Magazine Asia Poll 2009 Winner of
the Overall Best Managed and Corporate
Governance Companies.
We recognise that having:
(1) a good balance of directors with diversified range of skills, experience and independence that are relevant to the business
of the company; (2) a corporate culture of
sound board practices and proper control
measures; and (3) a dependable and professional management, collectively form
the essential foundation for good corporate governance.
We believe that Directors are the corporate governance guardians of the company, whom shareholders can rely on to
act in the best interests of the company.
StarHub’s Board consists of 13 members, of whom 12 are non-executive and

independent of Management. The sole
executive Director is our CEO, Mr Neil
Montefiore. One third of the Board consists of independent Directors, in compliance with the requirement of the CG
Code (“CG Code”). Our Directors are
business leaders and professionals with
vast expertise and experience in the areas
of financial, accounting, banking, business, management, industry, legal and
strategic planning. Each Director brings
valuable insights and different perspectives to the Board to facilitate constructive
and robust discussions to help shape the
Group’s strategic directions and to make
well-considered and balanced decisions.
Having effective risk management
and compliance procedures within the
Company to safeguard the Company
against inordinate risks is equally important. Many corporate governance failures
that have been uncovered so far are due
to internal structural weaknesses in risk
management.
StarHub places high emphasis on
managing risks on an enterprise-wide basis. The Board is apprised of the level of
risk facing the company and the Group,
so that informed decisions can be made
and corporate strategies are aligned with
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appropriate considerations of risk.
StarHub’s Audit Committee
(“AC”) (more than one-third
comprising independent Directors) assists the Board in fulfilling its fiduciary responsibilities
relating to internal controls, financial and accounting matters
and reporting practices of the
Group, with full co-operation
from Management. Our AC also
performs an oversight role in ensuring the effectiveness and adequacy of
the Group’s internal control policies and
systems for achieving the Company’s
goals and objectives.
StarHub is strongly committed to initiatives which seek to enhance the standards of corporate governance in Singapore. We made submissions in response
to the public consultation on proposed
revisions to the CG Code and measures
to strengthen corporate practices of listed
companies to give our views and support
the need for legislation to keep pace with
developments in the industry and with
market conditions.
How has corporate governance
worked in terms of StarHub
competitiveness?
Governance awareness is rising globally. Good corporate governance is the
cornerstone of a well-run company. Corporate governance helps to build greater
trust in companies as a whole, and enables sustainability of shareholder value.
We believe sound CG practices and greater transparency contribute to StarHub’s
competiveness, as shareholders, suppliers
and other business partners have the assurance of corporate integrity, fairness
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and good governance.
In addition, StarHub embraces the
principles of transparency and accountability in our business management by,
amongst other things, making timely disclosure of material information and putting our annual reports, quarterly and full
year results, webcast of management discussions on our website for easy access.
We understand that to succeed in
generating long-term profit and corporate
value for our stakeholders, StarHub must
seek to achieve a sustainable competitive
advantage. With good corporate governance, armed with an effective Board of
Directors, as well as effective checks and
balances system within the company to
improve transparency in business management and strengthen business competitiveness, StarHub has built ‘trust and
confidence’ in the market over business
activities. StarHub has always responded
quickly to opportunities and challenges in
a constantly changing market and regulatory environment, without compromising sound corporate governance and risk
management. These are shown through
increased successes as seen over the years:
2010
• Asiamoney 8th Annual Corporate Governance Poll - Jeannie Ong (StarHub’s Head of
Investor Relations): Best Investor Relations
Officer in Singapore
• Asia Legal Business Survey of Private
Practice Lawyers across 10 Jurisdictions in
Asia Pacific - Veronica Lai (StarHub’s Head
of Legal): One of Asia’s Top 25 In-House
Corporate Counsel for 2010
• Commsday Asia Awards - Neil Montefiore,
Best Telecom Industry Executive award
• Commsday Asia Awards - StarHub, Best
Value-Added Service Provider award
• Customer Satisfaction Index of Singapore
2010 - No. 1 in Mobile Telecoms and Internet
Service Provider Sectors
• GTB (Global Telecoms Business) Power100,
2010 - Neil Montefiore: One of the most
powerful people in the telecoms industry
worldwide
• HWM (Hardware Magazine) and HMZ
(HardwareZone.com) Tech Awards 2010 -

Q&A siNGApore
Best Pay TV service (Singapore)
(Reader’s Choice Category)
• SIAS Investors’ Choice Awards 2010 - Most
Transparent Company award
• Singapore’s Top Ten Favourite Brands 2010 StarHub ranked sixth
• Singapore 1000, SME 500 & Singapore
International 100 Awards - Return on Equity
Excellence Award (Information and
Communications)
• Singapore Corporate Awards 2010 - Gold
for Best Investor Relations Award in the big
caps category
• Singapore Health Awards 2010 - Awarded
Bronze for Workplace Health Programmes
• The Business Times’ Governance and Transparency Index 2010 - ranked 31st out of 681
companies
• The Wall Street Journal’s Asia 200 survey
- StarHub ranked ninth place as the mostadmired Singapore company
2009
• Euromoney Magazine Asia Poll 2009 Winner of the Overall Best Managed
and Corporate Governance Companies
• Singapore 1000 & SME 500 Awards 2009
- Winner of the Singapore 1000: Return on
Equity Excellence Award
• Singapore Corporate Awards 2009 Terry Clontz (StarHub’s former CEO):
Best CEO of the Year award in the big
caps category
• Singapore Corporate Awards 2009 - Bronze
for Best Investor Relations Award in the big
caps category
• SIAS Investors’ Choice Awards 2009 Runner Up for Most Transparent Award
(Transport/Storage/Communication)
• Telecom Asia Awards 2009 - Best Broadband
Carrier Award
• The Asset Triple A Corporate Awards 2009
- Gold winner for Investor Relations in
Telecom in Singapore
2008
• Brand Finance - ‘Singapore Company with
the Highest Intangible Value’ (Winner)
• Frost & Sullivan’s annual Asia Pacific ICT
Awards - ‘Competitive Service Provider of
the Year in Asia Pacific’ (Winner)
• SIAS Investors’ Choice Awards 2008 Singapore Corporate Governance Award
(Mainboard) (Merit)
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What lessons do you think StarHub
has to offer to other companies in
terms of improving their respective
corporate governance track records?
Timely and relevant disclosures and
ease of access to such disclosures are essential. We practise fair and non-selective
disclosure on a timely basis. Any new material or price-sensitive information (such
as the quarterly and year-end financial results) is announced through SGXNET first,
before we conduct any media or analyst
conference. We also ensure that the announcements are made available on our
corporate website, for easy access and reference to shareholders and investors.
We strive to maintain a high level of
management transparency by disclosing
to stakeholders our business goals and
guidelines. We take pride in management responsibility, and share information on our progress toward these goals
on a timely basis. All of the Group’s media releases, financial results, presentation materials, annual reports, SGXNET
announcements, archived webcasts and
other corporate information can be easily accessed via the company’s regularly
updated website. Investors may sign up
for email alert service to keep them up to
date with the latest announcements from
the company. Analyst and media briefings
are conducted periodically throughout the
year. StarHub’s senior management and
Investor Relations team also meet with
institutional investors regularly, through
participation in international road shows
and conferences organised by major brokerage firms.
We have even organised a StarHub Investors Technology Day annually. It started
in 2009 when we partnered with Goldman Sachs to invite their clients to our
premises to check out the latest technologies that the Company is using to move
ahead of the competition. In 2010, we
partnered with JP Morgan.
It is also important to provide the
company’s Board of Directors with independent and unrestricted access to senior
management at all times, so as to enable
the Board to understand the Company’s

to be able to learn from each other, and to
strive to improve practices.

strategies and operations at a deeper level
and allow them to provide constructive
and valuable insights to the Company.
As a Company, we strive to continue
to earn the trust of our stakeholders.
How do you assess the state of corporate governance in Singapore specifically, in Asia in general?
It is worthy to note that in 2010, Singapore topped Asia for corporate governance, in the findings released by the
Asian Corporate Governance Association
(ACGA) and investment group CLSA AsiaPacific Markets. While the findings also
state that Asia is still behind the global corporate governance standard, we should
be encouraged that the awareness and
adoption of good corporate governance
practices in Asia and especially Singapore
is improving, with the implementation of
higher accounting and auditing standards
in companies.
How does your company evaluate
and measure the effectiveness and
performance of the board and its
members?
The Nominating Committee conducts
periodic reviews to ensure that StarHub’s
Board is of an appropriate size and composition that will contribute to effective
decision-making. In so doing, the NC
assesses the contribution of each Director to the effectiveness of the Board as
a whole, based on the Board’s ability to
support, lead and communicate with
Management, the conduct of its principal
functions and the participation and attendance of each Director at Board and Board
Committee meetings.
An annual Board Performance evaluation is conducted at the end of each financial year by all StarHub Directors filling in a
questionnaire each.
The survey serves to solicit feedback
from the Directors in the areas of Board
Composition, Board Contribution, Board
Committee Contribution and Standards
of Conduct, with a view to improve the
performance of the Board. These reviews
and evaluation ensure that the Board’s

Tan Guong Ching: More education on
good corporate governance practices, like
electronic voting by poll

performance of its responsibilities and the
Company’s standard of corporate governance, which will ultimately be reflected
in the Group’s performance, are at optimal
level.
What reforms do you think have to
be implemented to enhance the standards of corporate governance in Singapore?
In line with studies conducted by experts on the standards of corporate governance in Singapore, we agree that there is
a need to increase awareness of the benefits of corporate governance. One way is
to enhance director training in Singapore
to meet the increasing demands placed
on directors in the constantly changing
business environment.
Further, there should be a structure
in place to implement minimum training
requirements for first-time directors. In relation to shareholders, companies should
implement policies to encourage better
shareholder participation. More education
on good corporate governance practices,
like electronic voting by poll, in terms of
the technology and costs would also be
helpful. Finally, more sharing of good
practices by listcos will help the companies
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What is the underlying philosophy
behind StarHub track record on corporate governance?
StarHub firmly believes that good corporate governance is the anchor of a wellmanaged and respectable organisation.
As such, StarHub has always strived to
maintain the highest standards of corporate governance and business conduct so
as to create and maintain value for shareholders, safeguard stakeholders’ interests,
justify investor confidence, as well as
foster the efficiency and competitiveness
of business. Our corporate governance
framework is founded on professionalism
and integrity and timely disclosures, with
emphasis on transparency and accountability.
In terms of structure, what measures
have you implemented to enhance
the company’s corporate governance?
Beyond complying with the requirements of the CG Code and the Companies Act, StarHub has also taken various
additional measures to enhance corporate
governance and improve transparency,
such as: (1) Adoption of a voluntary undertaking by the Board to reduce the amount
of shares it may issue and allot pursuant
to the general authority granted by the
Company’s shareholders to the Board
to 15% of the Company’s total issued
share capital; (2) Adoption of a Business
Continuity Management policy to analyse
and implement strategies, processes and
procedures which will enable continuity
of management and recovery of critical
business functions of StarHub in the event
of emergency; (3) Adoption of a Business
Continuity Management policy to analyse
and implement strategies, processes and
procedures which will enable continuity of
management and recovery of critical business functions of StarHub in the event of
emergency; (4) Adoption of an employee
Intellectual Property Rights Compliance
policy and Information Classification policy to enhance security and handling of
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Melco: excellent
corporate Governance
BrinGs success
Samuel Tsang, Group
Legal Counsel and
Company Secretary of
Melco, received the Hong
Kong Corporate Governance
Excellence Award from
Eddy Fong, Chairman of
The Securities and Futures
Commission.

Melco International Development Limited (HKEx: 0200)
has seen a great year of success in 2010. Its key associate, Melco Crown Entertainment Limited (NASDAQ:
MPEL), opened the world’s largest water-based show, The
House of Dancing Water, last September at its flagship
resort City of Dreams. The show has received tremendous
applause and has successfully put Melco under the spotlight of the global entertainment industry.
While growing its business in an incredible speed,
Melco prides itself in its sound corporate governance
practices, solid business foundation and prudent financial
management, which have won accolade from the business
and investment communities.
After receiving the Corporate Governance Asia Annual
Recognition Award for five years, Melco was selected as
one of the Best Investor Relations at the first annual Asian
Excellence Awards in 2011.
In 2010, Melco was awarded Hong Kong’s Best Managed Companies by FinanceAsia magazine for the fourth

year. In 2009, it was the first-ever entertainment company
to receive the Corporate Governance Award from the
Chamber of Hong Kong Listed Companies.
These awards are all testament of its track record in responsible decision-making, management of risk, structural
and operational transparency, efficiency enhancement,
appropriate disclosure of information to shareholders and
continuance of respect for the rights of shareholders.
Mr. Lawrence Ho, Group Chairman and CEO of
Melco, said: “For us, every one of these awards represents
recognition from the business community for our efforts
and commitment in up-keeping the highest standards of
corporate governance at all times, as well as contributing to the social sustainability and stability in both Hong
Kong and Macau.
“We always put the interests of our shareholders and
stakeholders first. We are also a strong believer in employee
communication – our employees understand our dedication in running an ethically-correct business, and we have

successfully fostered a corporate culture that emphasizes
integrity.”
Melco is supervised by seven board committees,
namely, Executive Committee, Audit Committee, Nomination Committee, Remuneration Committee, Finance
Committee, Regulatory Compliance Committee and Corporate Social Responsibility Committee – four more than
the number required and recommended by the Code of
Corporate Governance Practices issued by the Hong Kong
Stock Exchange. All these committees have members with
extensive relevant experience and professional knowledge
to oversee Melco’s operation and practices.
Melco is committed to being a responsible corporation
and considers corporate social responsibility as an integral
part of its corporate mission. The Group has three charity focuses, namely, youth development, education and
environmental protection, which pertain to the Group’s

concern for the sustainable growth and well-being of the
community it is rooted in. To increase environmental
sustainability, Melco has received Class of Excellence in
Wastewise Label by the Hong Kong Awards for Environmental Excellence for two years in a row. In 2010, Melco
sponsored over 30 charity projects, with the number of
beneficiaries reaching round 16,000.
“Melco is a major player in Asia’s leisure and entertainment sector, and as such, we feel that we have a duty to
lead by example through our CSR activities,” shared Mr.
Ho. “CSR has always been an integral part of our business,
and we are committed to serve the communities in which
we operate.”

The House of Dancing
Water, the world’s largest
water-based show, has
been playing to packed
houses and stellar reviews
since its opening.

City of Dreams,
Melco Crown
Entertainment’s
flagship integrated
entertainment
resort in Cotai,
Macau.
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unteer hours in aid of the less fortunate.
embodied by the following principles: 1.
information. (5) StarHub has taken steps
Close to 400 employees also volunteered
To encourage equality and the social inteto ensure that its notice of AGM is issued
their time and personal contributions togration of the less fortunate by fulfilling
to shareholders at least 28 days before the
wards donation drives to raise food rations
basic needs and supporting opportuniAGM; (6) StarHub sends electronic annual
and gifts for the needy.
ties to maximise human potential through
reports (by way of a CD-ROM) to all sharetraining and skills enhancement; 2. Spark
holders (including foreign shareholders)
Youth Engagement Initiatives
the next generation of young talents by
at least 28 days before the AGM to en• StarHub, *SCAPE and the National
empowering youths with the resources
sure that all shareholders have adequate
Youth Organisation signed a Memoand platforms they require to uncover
time to review the annual reports. Upon
randum of Understanding to holistically
their talents and make a positive differrequest, hardcopies will also be sent to
develop youth talent and leadership
ence in their world; 3. Contribute towards
shareholders; (7) The Board has underthrough a range of new media initiaSingapore’s quest for sporting excellence
taken not to introduce new resolutions
tives. StarHub was able to sponsor inand promote a vibrant sporting culture.
within one week of each general meetfo-communication solutions, including
ing. This would ensure that shareholders
Sparks Fund
are given adequate opportunity to review
Malaysia has made strides in improvingmobile,
its broadband, Wifi and cable TV,
as well as marketing support and S$1.5
The Sparks Fund was a programme initithe proposed resolutions prior to the genstandards
corporate
ated of
in 2000,
where wegovernance,
channelled 1% butmillion in cash donations to *SCAPE
eral meeting; (8) Electronic poll voting
at
over three years to drive programmes
of
all
revenues
from
our
IDD
008 and
general meetings will be introduced more
from
are needed to be done
toIDD
bring them
for youth and new media development.
018 services to the Fund, as part of the
the next AGM onwards to ensure greater
atin-par with
theefforts
international
practices• A Memorandum of Understanding was
Company’s
to develop a sustaintransparency of the voting process and
signed with the Singapore National
able mechanism that at once engages
crease shareholder participation, thereby
Olympic Council, we reaffirmed our
the customers and fulfils our corporate
enhancing shareholder experience at gencommitment to the development of lophilanthropic aims. A total of $7 million
eral meetings.
cal sporting talent. StarHub would prowas contributed from the Sparks Fund to
vide S$800,000 over two years in cash
CSR activities since its inception, benefitHow do you view the state of corpoand kind to support Singapore sports.
ing over 250 organisations and charities.
rate governance in the businesses and
areas where StarHub operates in?
ENVIRONMENTAL PRACTICES
StarHub Rewards Redemption for
StarHub has been proactive in and
Corporate Policy
Charity Programme
is committed to enhancing its corporate
In 2009, StarHub established a six-point
Since February 2009, StarHub customers
governance, by regular reviews of its busicommitment on our environmental policy.
was given the option to redeem a donaness practices and internal processes and
These are outlined below - 1. StarHub
tion to charity with their StarHub Rewards
structures. In doing so, a good balance
will adopt responsible and sustainable
Monthly Points. StarHub customers can
has been achieved in terms of ensuring
practices in our corporate activities to miredeem a five-dollar donation for every
that compliance with the corporate govnimise the environmental impact of our
250 points. This donation is then made
ernance principles is not stifling our enoperations. We will continually review
to the appointed charity; in the cases of
trepreneurial initiatives and innovations.
our goals and commitment to protect the
2009 and 2010, this was MINDS TownFrom a purely compliance standpoint,
global environment as much as possible.
er Gardens School (MINDS TGS). Since
StarHub is in substantive compliance with
2. We will adhere to as much as possible
launch, some 10,000 StarHub customers
the CG Code. In a number of areas, we
environmental recommendations by the
redeemed over $100,000 worth of cash
have taken the initiative to clearly exceed
relevant authorities and also implement
donations to MINDS TGS.
the requirements of the CG Code. We
in-house targets to improve our environbelieve StarHub compares very favourably
mental performance. 3. We will reduce
StarHub Corporate Volunteerism
with our peers on corporate governance
our environmental loads by efficiently
Scheme
practices.
using resources, saving energy, reducing
StarHub’s spirit of volunteering and serving
waste, encouraging material recycling,
is imbued in its culture and is practised by
Can you describe in brief your firm
and minimising emissions of greenhouse
employees of all levels. This volunteerism
CSR, Environmental Practices and
gases and ozone-depleting substances. 4.
was formalised by the company at the end
Community Partnership and how it
We will minimise environmental loads and
of 2006, in allowing employees to have
has made an impact to the commuadopt environmentally friendly technolotwo working days of paid volunteerism
nity you operate with.
gies as far as possible, when ordering and
leave each year. In 2010, StarHub employStarHub’s contribution in the area of
purchasing necessary resources. 5. We
ees contributed close to a thousand volcommunity relations and investments is

will implement education programmes to
raise environmental awareness among our
employees and to ensure that they recognise the essence of this Green Policy by actively addressing environmental concerns.
6. We will make social contributions in
close partnership with local communities
by disclosing environmental information
and supporting environmental conservation initiatives.
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“Good corporate governance
will strengthen the resilience
of a company in a time
of crisis and ensure financial
stability in the long term”

Energy-Efficient Networks
• We had made mobile network improvements by upgrading our 3G radio
network to be more energy-efficient,
cutting power consumption by 10%.
• StarHub has also enhanced its mobile
core network resulting in a reduction in
power consumption of at least 40% in
this area.
• We have deployed two solar-powered
mobile base stations in Singapore. A
single BTS using this solar solution will
enable StarHub to reduce its CO2 emissions by about 2.5 tonnes yearly.
• By the end of 2011, we are committed to transforming 50% of our mobile
base stations across the island to be
more energy-efficient.
• StarHub currently manages two data
centres in Singapore. Over the course
of 2010, we have enhanced the cabling
management and air-conditioning efficiency of these centres in order to reduce energy consumption, and ensure
that the servers in the data centres can
run more efficiently.

Internal Operations
• We have introduced a ‘Green’ component to the company-wide Balance
Scorecard, a strategic performance
management tool used to keep track
of the performance level of the company’s various departments.
• We had implemented a paper-recycling system at all our offices in StarHub Green, Noble House, at our Tai
Seng offices and at Ayer Rajah.
• All paper consumed by StarHub for its
internal processes are FSC-certified.
• StarHub’s main office StarHub Green
at Ubi was awarded the Green Mark
Gold by the Building and Construction
Authority in Singapore in 2009. Not
only were environmentally friendly
practices used during the construction of the building, StarHub Green
itself features energy-efficient lighting
and air-conditioning, water-efficient
fittings, use of extensive landscaping
and greenery on the premises, natural
ventilation and improved thermal performance of the building envelope to
minimise heat gain.

Green Marketing
• A majority of our invitations to our marketing events are issued as e-invites; we
have also used e-cards during festive
seasons rather than printed greeting
cards.
• We have made available an electronic
version of StarHub’s latest newsletters
online on our website, and reduced the
number of physical printed copies of
our newsletters.
• Since 2009, we have started to make
our Annual Reports and EGM Circulars
primarily available in electronic format.

Green Education and Community
Engagement Programmes
• StarHub has supported Earth Hour
for two years running. It is a global
awareness campaign designed to
raise awareness of climate change by
asking participants to switch off their
lights for a pre-determined hour.
• In 2010, we participated in two schooldriven green programmes given our
belief that adopting a greener lifestyle
starts at a young age. The first was the
National Youth EnvirOlympics Challenge 2010 (NYEC 2010), which was
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organised in conjunction with World
Environment Day on 5 June 2010.
• StarHub was also the media sponsor
for 2010’s Clean & Green Schools Carnival, held at Anchor Green Primary
School on 10 and 11 November 2010.
What are the benefits/rewards of
good corporate governance?
Good corporate governance will
strengthen the resilience of a company
in a time of crisis and ensure financial
stability in the long term. In addition,
stakeholders and investors are confident
and assured that the Board and Management of the company collectively, are
clear on the company’s strategic direction and have the best interests of the
company in mind.
What measures can the company
implement to further improve its
corporate governance?
StarHub will be introducing electronic poll voting, instead of by show of
hands at shareholder meetings from the
next Annual General Meeting on 15 April
2011 . This will ensure greater transparency of the voting process and increase
shareholder participation at shareholder
meetings. We also intend to publish the
results of the poll, in line with our commitment for full and timely disclosures.
Going forward, how do you see the
direction of corporate governance in
Singapore?
The recent financial crisis has given
companies many lessons to learn on
corporate governance and risk management. With the creation of the Corporate Governance Council in 2010 and
the upcoming review of the Code of
Corporate Governance, we expect that
stronger risk management measures to
enable companies to deal with a financial crisis and build Singapore’s reputation as a trusted financial and business
hub. We are confident that this will
boost the standard of corporate governance in Singapore to meet world-class
standards. n
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Discussion on the proposed review:

Corporate governance code
related to board of directors
“There has been an argument
that restriction should be
put on the number of board
positions that a director
should be allowed to take up”

S

ince the introduction of the Code
on Corporate Governance Practices (HK Code) as Appendix 14 to
the Listing Rules by the Stock Exchange
of Hong Kong (HKEx) in January 2005,
the trend of increasing compliance with
the code indicates that directors are generally convinced of the importance of
good corporate governance practices to
their companies and investors, especially
in the wake of the recent financial crisis.
Given that CG is still a developing field, it
is important for regulators to improve the
relevant regulations to cater for the development of new corporate governance
practices. To allow room for easy reform
and also flexibility for management, most
exchanges put the CG requirements in a
code and implement it on a “comply or
explain” approach, rather than under the
listing rules.
With the benefit of the three surveys of CG Code compliance and numerous informal soft interviews with
issuers in the past five years , the HKEx
has already mastered the effectiveness
of the code on issuers’ CG practices
and their views on the code.
In December 2010, the HKEx issued a consultation paper to encour-

age better accountability of issues and
their directors and seek comments on
some proposed amendments to the HK
Code, Listing Rules and the CG Report.
The paper divides the proposed amendments to the HK Code into three parts.
The first part deals with directors, the
second part concerns about shareholders and the last part intends to introduce new provisions on company secretary. Due to the limitation of space, this
paper will focus on one issue - directors’ time commitment.

Raymond Chan: “Comply or explain”
approach, rather than under the listing rules.
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Directors’ Time Commitments
Directors may differ in their capabilities,
but one thing for sure is that they just
have 24 hours a day. No matter how
diligent they are, the quality of their
decisions will decline when they have
taken up more workload than they can
handle. There has been an argument
that restriction should be put on the
number of board positions that a director should be allowed to take up. For
example, in the United States, the National Association of Corporate Directors recommends in its guidelines for directors that senior corporate executives
and CEOs should hold no more than
three outside directorships (equivalent
to non-executive directors). Similarly,
the CG policies of the Council for Institutional Investors also suggest that individuals with full-time jobs should not
serve on more than two other boards.
The impact of directors’ time commitment on corporate performance is
one of the recent hot topics in CG research. A majority of the US studies suggest that overloaded outside directors
will compromise their contribution to
their companies. In particular, busy outside directors exhibit a higher tendency
to be absent from board meetings. For
outside directors, board meetings are
the major channels through which they
can contribute to the companies. To
investors, the most important concern
is whether appointing busy directors
to their invested companies will affect
the value of those companies. Research
indicates that the busyness of directors
is negatively related to firm value. The

detrimental effects of directors’ busyness to firm value are more pronounced
in firms with weaker CG practices, especially those related to the protection
of shareholder rights. Firms with busy
boards are found to be associated with
weak CG, lower market-to-book ratios,
weaker profitability, and lower sensitivity of CEO turnover to firm performance, and are less likely to remove a
CEO for poor performance.
It would be straightforward to propose a solution simply based on the
above-mentioned research findings.
However, there are arguments justifying
directors to hold multiple board seats.
First, holding multiple board seats can
enrich executive experience, so that directors can make more contributions to
each company he serves. Secondly, with
multiple board seats, directors may be
able to build a wider business network
which can help carry out their duties.
In particular, such directors would be
more able to identify potential candidates to fill board vacancies when sitting on the nomination committee.
As elsewhere, there are also market
concerns in Hong Kong that directors
(particularly independent non-executive
directors), having taken up too many
directorships, may pay insufficient attention to their duties. It is often found
in disciplinary cases that insufficient
time devoted by directors is a major
contributing factor to non-compliance
of the Listing Rules by their companies. The HKEx recommends that the
nomination committee should regularly
review the time required from a director to perform his responsibilities to the
company, and whether he is spending
sufficient time as required; and review
the NEDs’ annual confirmations that
they have spent sufficient time on the
company’s business. As agreed by the
HKEx, imposing a maximum number
of board positions that a director may
take up may penalize those who are
competent and diligent. According to
the statistics provided by the HKEx, excessive multiple directorships among

“The guidelines issued by the
Chinese Securities Regulatory
Commission in mainland China in
2001 specify that an independent
director can only hold five such
positions at a time”

Davy Wu: Firms with busy boards are
found to be associated with weak CG.

Hong Kong listed companies is rather
rare – as at 31 August 2010, only 1.4
% of the INEDs hold more than 5 such
positions and 0.8% of all types of directors hold more than 5 directorship
positions. However, these statistics do
not include directors’ commitments in
organizations other than listed companies which could take heavy toll on
directors’ time and energy.
Currently, under the HK Code there
is no limit on the number of directorships that a director of a listed company
may take up. But such restriction is not
uncommon. For example, under the
UK Corporate Governance Code (UK
Code), the London Stock Exchange imposes a more demanding requirement
that the board of a listed company
should not approve a full time execu-
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tive director taking more than one nonexecutive directorship in a FTSE 100
company nor the chairmanship of such
a company.
The HKEx is now seeking views
from the public on whether it should
fix a maximum number of independent
non-executive director (INED) positions
an individual may hold and if so, what
the number should be. Also, the HKEx
would like to receive views on whether
the requirement should be put under
the Listing Rules or the HK Code.
Our suggestion is that a director of
a Hong Kong listed company should not
at a time hold more than five directorships of any nature in companies listed
locally or elsewhere. We also suggest
that this requirement should be included
in the CG Code as a code provision. In
a case of non-compliance, the board of
directors of each company which has
appointed the director in question must
give reasons for its permission to his excessive multiple directorships in their respective corporate governance reports.
Conclusion
In his report to the UK Government
entitled Review of the role and the effectiveness of non-executive directors,
Derek Higgs said, “Non-executive directors are the custodians of the governance process. Expectations of non-executive directors have risen as increased
business complexity has made it more
difficult for individual shareholders effectively to hold management to account.” Those expectations are now
even higher than before. Before accepting an appointment, a non-executive
director must make sure that he has
sufficient time for discharging his duties. It is hoped that in future, under the
overhauled HK Code, shareholders can
benefit more from the service of more
effective non-executive directors. n
Dr. Raymond Chan, Associate Professor,
School of Business, Hong Kong Baptist University
Dr. Davy Wu, Senior Lecturer, School of
Business, Hong Kong Baptist University
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When Boards talk of controls governance –

What exactly is “good”?
“In PwC’s Global CEO Survey
of leading global MNCs, their
number one and two issues for
both the 2010 and 2011 surveys
were to improve all aspects of
their risk management”

D

irectors, especially non executives, are slowly feeling the heat
of regulators tightening governance requirements and these have
been reflected in a plethora of regulatory changes around the globe recently:
• Earlier in 2010, the US SEC issued
requirements for all SEC Proxy documents (that must be issued when a
shareholder allows his/her proxy to
vote on a resolution) to describe how
the Board monitors all its risks.
• The revised Combined Code in the
UK came into effect in May 2010.
The UK Code of Corporate Governance Section C.2 states that, “The
Board is responsible for determining the nature and extent of significant risks it is willing to take… and
should maintain sound risk management and internal control systems.”
In addition, the Financial Reporting
Councils summary of revisions to the
UK Code, clearly comments that, “To
improve risk management, the company’s business model should be explained and the Board responsible for
determining the nature and extent
of the significant risks it is willing to
take [explained].”
• The King report covering South Africa’s Code of Corporate Governance,

Keith Stephenson: “Good control
governance is really about ensuring that
the business “always does the right thing”

effective early in 2010, explicitly
states that, “The Board should determine the level of risk tolerance…
the risk committee or audit committee should assist the Board in carrying out its risk responsibilities… the
Board should report on the effectiveness of the company’s system of internal controls.”
Clearly, risk and control is now
a top agenda item for many Boards.
Even CEOs are feeling the need to address the issue. In PwC’s Global CEO
Survey of leading global MNCs, their
number one and two issues for both
the 2010 and 2011 surveys were to
improve all aspects of their risk man-
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agement. Indeed they are trying to get
one step ahead of their Boards on this
critical issue.
In the world of financial institutions, one may feel their attention to
this issue was somewhat misplaced prior to September 2008 and, the Walker
report of November 2009 clearly reinforces the need for financial institutions
to sharpen their focus by recommending all banks to have professional Risk
Committees at a Board level looking
specifically at future risks, not just current ones.
Clearly, the requirements on corporate governance are tightening around
the world. But what should directors do
to fully demonstrate they are addressing this issue? In fact what does “good
control governance” look like? More
importantly, if a Board fails to do the
right thing, would anyone around the
Board table realise?
Against this context and from our
recent conversations with many locally
board listed companies, we have heard
a number of key messages:
• Directors are looking for an effective
framework for controls governance
at both Board and Board Committee
level;
• They want to be able to compare
themselves against good practices to
see how they are doing;
In response to this, we have developed our high level board framework to
enable boards to measure themselves
against. In essence, good control governance is really about ensuring that
the business “always does the right
thing.” In this context, Boards need to
be satisfied that they:

• Know, record and action all key risks
in a timely manner,
• Ensure management clearly own all
key risks and have effective countermeasures in place, and
• Receive effective monitoring of risks
and their counter measures,
In addition, Boards need to be able
to have clear documentation to demonstrate evidence of their involvement in
these activities, including:
• Who is accountable to oversee the
risk management for each key risk,
• Confirmation of up-to-date and effective policies and procedures that
are in use in all business units, and
• Clear summaries of any testing done
to confirm that the risk and control
processes are working and issues reported in a timely fashion.

“We strongly advise all boards
to perform a review of their
high level “controls governance”
framework and ensure all
the elements noted above
are in place”

The key activities within this governance process are encapsulated in the
following Controls Governance framework developed by PwC.
We strongly advise all boards to
perform a review of their high level
“controls governance” framework and
ensure all the elements noted above are
in place.
From our discussions and obser-

vations most business have some,
but very few have all of the elements
shown above.
Indeed from my own experience
in Asia I would say most MNC’s now
have some sort of ERM system (stage 3
above) and related risk registers. What
still is not common though, especially
in the non financial services sectors,
is a robust process of tagging for key
risk areas and statements of risk appetite [stage (1) and (2)] or challenging
of the business model (stage 6) or the
collation of governance and control
comfort (stages 8 and 9) which provide
a strong base for Boards to base their
assessments of the effectivenesss of
their governance controls. The question
for you is how complete is your own
framework? n

Controls governance – What goods looks like?
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Taking Stock of Thai
Corporate Governance Progress
“We are pushing forward the
legislation on civil penalties and
class action to ensure effective
enforcement of the securities
laws while giving more focus
on enhancement of listed firm
quality and investor education”

Enhancing Enforcement
Under the current Act, the SEC will file
criminal complaints for the violations
which cannot be settled or for denial
to appear before the Settlement Committee. The SEC has proposed amendments to the Securities and Exchange
Act (SEA) of 1992 to allow civil sanction
to expedite the enforcement procedure.
The regulator is also proposing a class
action bill that would enable shareholders and investors to launch cost-effective
lawsuits against directors for breach of
duty. Once the class action law becomes
effective, the TIA is expected to become
a key representative of shareholders for
the lawsuits.

D

espite multiple risk factors in and
out of the country, capital market
participants did well in developing the quality of their corporate governance practices in 2010. The rewarding
year ended with Thailand’s moving up to
the fourth place in CG Watch 2010.
The Thai capital market also made
the most score improvement, especially
in the areas of political and regulatory
environment, in the assessment which is
regularly organized by the Asian Corporate Governance Association and CLSA
Asia-Pacific Markets.
“Thanks to initiatives and continuing collaboration among market participants, from both the public and private
sectors, we managed to maintain growth
energy and made progress in several areas of corporate governance over the
year,” said SEC Chairman Vijit Supinit.
Toward International Standard CG
During the last assessment phase in 2007,
Thailand was ranked in eighth place and
the country’s improvement can be attributed to initiatives and ongoing collaboration between capital market participants,
from both the public and private sectors.
In driving towards convergence with

international corporate governance standard, the SEC has taken into account
results and recommendations from CG
Watch. Particular progress in 2010 included:
• Incorporating corporate governance
oversight into the government-endorsed Capital Market Development
Master Plan;
• Issuing legal amendments to improve
corporate governance practices among
publicly traded companies. Such
amendments include setting clearer
scope of duties and responsibilities of
directors and executives and enhancing whistleblowers protection;
• Encouraging more involvement of listed companies and market participants
in good corporate governance practices, as mirrored in higher percentage
of asset management firms’ attendance in annual general shareholders’
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meeting (AGM) and exercising of their
voting rights in accordance with their
own voting policies, which are in line
with the voting policy guidelines of
the Association of Asset Management
Companies (AIMC). On a retail level,
the Thai Investors Association (TIA) has
become a regular AGM participant on
behalf of minority shareholders;
• Listed companies have voluntarily adopted good corporate governance
practices with support from the Thai
Listed Companies Association (TLCA),
particularly the adoption of AGM’s voting by poll and the announcement of
vote count; and
• Imposing the Stock Exchange of Thailand (SET)’s rule on public announcement of AGM voting results within the
next business day on the SET website.
All improvements aside, the Thai
capital market must address points of

cilitate investor relations activities of the
listed companies, the SET has launched
“Opportunity Day” project, a forum for
stakeholders including analysts, investors and the media to update information on business and operation of listed
companies.
The event takes place on ground after every periodic disclosure of financial
statements and via SET webcast. There
are also trial broadcasts via iPhone, iPad,
BlackBerry and Android-driven phones.
Since its launch in 2008, the Opportunity Day webcast has drawn more than
50,000 visitor hits from domestic and foreign visitors.

concerns, for example, inadequacy of financial and non-financial reporting practices of smaller listed firms, insufficient
dialogues and communication between
companies and their shareholders, and
the effectiveness of law.
“We are pushing forward the legislation on civil penalties and class action to
ensure effective enforcement of the securities laws while giving more focus on
enhancement of listed firm quality and
investor education,” added Mr. Vijit.

Vijit Supinit: “We have a long and
challenging journey ahead of us”

submit a proposal to the board of directors to allow nomination of candidates
for election of directors, which would
give minority shareholders more say in
the nomination of independent directors.

Better Quality of Listed Companies
Independent Directors
Boards of directors should play a major
role in corporate governance practices
and be accountable to shareholders. To
serve such objectives, a company board
should include a sufficient number of
independent directors to ensure checks
and balances efficiency. Pursuant to SEC
regulations, independent directors must
constitute at least one-third of the board
size or not less than three. The regulations thoroughly prescribe definitions of
independence, including conflicts of interest and relationship with the company,
subsidiaries and controlling shareholders.

Audit Committee
The audit committee is an essential tool
for improving corporate oversight. It
must compose of at least three members who are all independent directors.
In 2010, the SEC introduced the Audit
Committee’s Handbook which provides
information on qualifications, duties and
responsibilities as well as guidelines for
self-assessment.
The SEC, in collaboration with related organizations, will soon issue further
guidelines and handbooks for audit committees, such as internal control guidelines.

Minority Shareholders
To promote shareholders’ meeting participation, the SEA allows minority shareholders who own 5 percent of shares to

Investor Relations
Professional investor relations can contribute to open and timely communication among all related parties. To fa-
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New Audit Oversight System
As auditors are key to improving the
quality of financial reporting of listed
companies, it is vital that audit work itself is reliable and produced by a team of
knowledgeable and competent engagement partners and audit staff under a
reliable audit quality assurance system of
the audit firm.
In this regard, the SEC is introducing
a new audit oversight system which will
ensure that audit firms are equipped with
audit quality assurance. The scheme will
particularly address audit quality control
on both the corporate and engagement
levels to mitigate risks associated with financial misstatements.
The SEC’s continuing efforts on audit oversight improvements has been
recognized by the International Forum
of Independent Audit Regulators (IFIAR)
and thanks to regular participation and
contribution to global audit regulatory
developments, the SEC membership to
the IFIAR became effective in September
2010.
Towards Sustainability
The SEC has appointed the Corporate
Social Responsibility Working Group to
establish guidelines and raise listed companies’ awareness of CSR. The Working
Group consists of social and environmental specialists from government and private agencies as well as capital market as-

