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Corporate Governance

Ø What is CG?
Ø Corporate governance is the system by which companies are directed and

controlled.

Ø Why is CG important?
Ø Owners of a company and the people who manage the company are not always

the same (Trust).
Ø To ensure that the interest of all stakeholders are safeguarded.
Ø If there are good CG practices available, there will be strong controls and control

environment and it would be a well managed business, so audit risk will be minimal
thereby can reduce the NET of audit procedures.
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OECD Principles of CG

OECD Procedures of CG
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OECD Procedures of CG
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OECD Procedures of CG

Non Executive Directors (NEDs)

1. Definition?
– are directors who do not have day-to-day operational

responsibility for the company. They are not employees of the
company or affiliated with it in any other way.

2. Why we need NEDs?
– To have a balance/unbiased view
– To make “objective judgements”

3. How many NEDs?
– Higher of 2 or 1/3rd of total Board Members

4. What are other main requirements?
– Board to assess annually the independence of NEDs
– NEDs should have appropriate qualifications, skills and

experience and be committed and independent
– Performance of NEDs should be done annually and should be

available for reelection at regular intervals not exceeding 3 years
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CG Requirements for Listed Companies
in SL:

CG Requirements for Listed Companies
in SL:
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Audit Committee

Criteria under NEDs will be considered
not Independent:
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Thank you!


