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BACKGROUND INFORMATION

The Malaysian Corporate Governance Index is the premier Index to gauge
the corporate governance levels in Malaysia. It will rate top 100 PLCs in terms
of corporate governance practices which include international best
practices codes. Corporate governance is about being responsible and
accountable to deliver long term sustainability financially, environmentally,

and socially.

The minimum first obligation of business conduct is to adhere to market and
corporate rules and regulations. Responsible business conduct extends to
practices that impact positively on the environment and the society at large,

whilst enhancing shareholder value in the long term.

Thus, the methodology compiled for this Index includes conformance,
performance and practices, which can be diagrammatically depicted

below:



STAGE 1

e Scoring based on the Malaysian Code on
Corporate Governance, Listing
Requirements, best practices
Box ticking exercise whether companies
have complied
Weighted on Board Structure (40%),
Remuneration (10%), Shareholders
Matters (20%) and Accountability &
Audit (30%)

STAGE 2

Separation of Chairman/CEO

Self imposed term limit of independent
directors

Directors’ training

Board diversity

Whistle blowing policy

STAGE 3

e Performance criteria 5-year average
ROE is given additional points when
above minimum, depending on range

STAGE 4
Quality of Chairman Statement/ CEO
Review, Internal Control Statement, CG
Statement and Financial Statement

CSR matters

Communication matters

Recurrent Related Party Transactions
Shareholding structure

Note: The Governance & Transparency Index (GTI)
developed by the Governance & Financial Reporting
Centre of National University of Singapore, Business
Times Singapore and CPA (Australia) is used to
benchmark the top 100 PLCs against the Singapore
companies

BASE SCORE
(45%)
899 PLCs

(25%)
367 PLCs

MARKET CAP
(10%)

ANALYST INPUT
(20%)
200 PLCs

MCG INDEX
TOP 100 PLCs

BONUS &PENALTY

PERFORMANCE &

PLCs must score 2 50% in the
base score (from) and 5-year
average ROE 2 4% to go to
Stage 2

Some criteria that are more
important in this current times
will be given additional points
Penalties imposed if
reprimanded by authority or
issues that irk minority
shareholders

Quality of disclosures in Annual
Report and website as well as
practices up to 30 November 2009
is monitored and taken into
consideration



