
Module 2: Materiality
Module 5: 
Corporate Governance
Module 5: 
Corporate Governance (CG)

MODULE STRUCTURE

Unit 1: Leadership, Culture Commitment to ESG

Unit 2: Board Structure and Functioning

Unit 3: Control Environment

Unit 4: Treatment of Minority Shareholders

Unit 5: Governance of Stakeholder Engagement

Attracting 
capital

Building a 
resilient enterprise



What is Corporate Governance?

Corporate 

governance refers 

to the structures 

and processes for 

the direction and 

control of 

companies -

IFC Definition

What is Corporate Governance?

Shareholders 
provide capital 

Board of Directors 
develops strategy 
and oversees 
management 

Management 
runs the 

company’s daily 
operations

Report periodically and 

implement strategy

Guide and supervise
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Example: Integrated Reporting

Source: Integrated Reporting Council ( IR Framework, www.iirc.org

http://www.iirc.org/


2. Understand key disclosure elements of reporting on board 
structure and functioning.

3.     Appreciate how the control environment    
should be disclosed and the linkages between 
risk management and control systems.      

4. Understand how to disclose shareholder 
rights, including minority shareholder 
protections.

5.   Be able to report on the governance of     
stakeholder engagement.

OBJECTIVESModule 5: Corporate Governance

1. Describe the company’s leadership and culture, including its 
commitment to sound corporate governance, crisis response, 
and the management  of environmental and social issues. 



Commitment 

to ESG

● Formalities: CG 

code & basic CG 

documents 

● Code of Ethics

● Designated CG 

Officer/Corp. or 

Company 

Secretary

● Recognition

● Understanding of 

Business case for 

CG

IFC Corporate Governance Methodology Parameters

Structure and 

Function of the 

Board of Directors

● Roles, Election & 

Succession 

● Composition

● Committees

● Meeting Frequency, 

Procedures & 

Practices 

● Evaluation & 

Performance

● Oversight of E&S

Control 

Environment

● Internal Audit 

Function

● Internal Control 

System

● Risk Governance

● Compliance

● Elements of 

External Audit

● Integration of 

E&S

● Subsidiary 

Governance

Disclosure and 

Transparency 

● Financial reporting 

and External Audit

● Risk Disclosure

● Corporate 

Disclosure

● Sustainability 

/ESG Reporting

Treatment of 

Minority 

Shareholders

● Voting Rights

● Protective Rights

● Investor Relations

Governance of 

Stakeholder 

Engagement

● Stakeholder 

Mapping 

● Stakeholder 

Engagement Policy

● Worker Grievance 

Mechanism

● Affected 

Communities 

Grievance 

Mechanism
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Questions

1. Who is responsible for the control environment?

2. What is included in the control environment?



Control Environment

Internal Audit Internal Control Risk 

Management 

Function

Compliance 

Elements 

of External Audit
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Integration 

of E&S

Subsidiary 

Governance



Control Environment5: Corporate Governance

Risk Governance Structure
CLP Holdings 2019 Annual Report

2.3 Control 
Environment

How is the company’s control 
environment  structured, and 
internal control and risk 
management interconnected?

This unit addresses:

Role of Management

Role of Internal Audit

Role of Audit Committee

Role of Risk Governance



CORPORATE GOVERNANCE 

FOR NON-NATIVE CG SPEAKERS
ESG Immersion

November 17, 2020 

Chuck Canfield

Principal Corporate Governance Officer

● September 2009: internal 

audit of structure identified 

potential weaknesses in 

testing and maintenance.

● Inadequate testing, quality 

assurance and risk 

assessment related to  

cement design.

● Procedures related to 

periodic testing was flawed.

● April 20, 2010 

equipment/material failure 

and incorrect procedures led 

to explosion.

● Impact . . . 

Failure to Heed IA Reports and Initiate Corrective Action
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1989 2010

Impact
● 11 Lives Lost

● > 8,000 Species of Wildlife affected

● $2.5 B fishing industry

● $2 B tourism industry

BP Fines and Penalties
● Guilty of manslaughter

● Felonious obstruction of justice

● BP paid more than $65 billion to cover 
clean-up costs, charges and penalties 

● Reputational damage

Deepwater Horizon Spill: By The Numbers

2010 Deepwater Horizon Spill

210 million gallons

1989 Exxon Valdez Spill

11 million gallons

Miles of Coastline Affected

1,300 miles

Wildlife Death Toll

Source: U.S. Government

6,100 600+ 100+
birds sea turtles dolphins & others

Almost double the entire 
shoreline of California!
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Example: Eskom Annual Report 2019



Source: The IIAs Three Lines Model: An update of the Three Lines of Defense (July 2020) 



Reporting on Risk Management and Control

Source: BHP  2020 Annual Report 

Video: 4 min
What is Internal Audit?





Role of Audit Committee

• Fundamental to CG

• Under clear charter with mandated role

• Composed of independent and competent individuals

• Oversight of financial reporting and accounting and 
financial management of the entity

• Select and recommend external auditor

• Oversight of risk and control

• Oversight of internal audit and internal auditor and external 
audit



Reporting on the Audit Committee’s Role

The Audit Committee ensures the integrity of financial and sustainability reporting by 
overseeing systems for internal control and risk management.

Source: Aggreko plc, 2019 
Annual Report, p 58

Audit Committee 
makes
recommendations  
to the Board

→ Ultimate responsibility for risk and internal control

Board of Directors

→ Responsible for reviewing the effectiveness of the Group’s 

systems for internal control and risk management

→ Reviews and challenges the risk management framework

→ Reviews the effectiveness of the control environment

→ Reviews the effectiveness of and approves the approach for 

the viability statement



What Should the Audit Committee Disclose?

• Role and composition of the Audit 
Committee, including identifying 
independent members and chair 

• Meeting attendance

• Committee  activities and responsibilities, 
including:

INDEPENDENCE means free from 

any interest, position, association 

or relationship which, when 

judged from the perspective of a 

reasonable and informed third 

party, would be deemed to unduly 

influence or cause bias in 

decision-making. 

• Assurance on the integrity of financial 
and sustainability reporting

• Oversight of the internal audit process, 
the external audit and the external 
auditor

• Oversight of related-party transactions 
and whistleblowing policy

Glossary



Multiple Choice Activity

Which of these candidate would qualify to be 

an independent member of the Audit 

Committee? 

a) Executive manager of a major supplier of the 

company

b) The company’s designated external auditor

c) A member of the internal audit team before 

early retirement five years ago

d) An executive committee member entitled to 

remuneration contingent on the 

performance of the company

e) A well-respected member of Board of 

Directors for 11 years  

Audit Committee Independence

CANSWER

Glossary



Audit Committee – An Organized and Busy Schedule

Samples from
CLP Group 2019



Audit Committee - Oversight of Whistleblowing

Source: CLP Group, 2019
Integrated Annual Report, p 132



Audit Committee - Check on Independence of External Auditor

Source: CLP Group, 2019
Integrated Annual Report, p 132

independence



Audit Committee: Oversight of Sustainability Reporting

Source: Covestro AG, 2019 Annual Report, p 143



DISCUSSION OR QUESTIONS


