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 Background

 1997 -1998, failure of Long-Term Capital Management, ensuing Russian Bond Default and
Onset of the Asian Financial Crisis

• Poor risk management/diversification

 2001, collapse of Dotcom Internet Stock Bubble

• Dodgy Accounting

 2002, collapse of U.S. energy trading giant Enron Corp and ensuing scandals sent shockwaves
through capital markets around the world.

• All the bad things you can think of and worse

• Scam related party transactions

• Off balance sheet deals

• Failure of internal controls

• Too much political power

• Outright fraud

CODE OF CORPORATE GOVERNANCE

What is Corporate Governance & Where does it come from?
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 In the U.S., the political and regulatory response to Enron was the passage of what became known as
the “Sarbanes-Oxley Act” – a sweeping set of regulations that placed the onus for good corporate
governance, (i.e., accuracy/adequacy of disclosure, and truthfulness in financial reporting) squarely on
the shoulders of public company boards of directors and executive management.

 While Sarbanes-Oxley covers a broad range of governance-related issues, conceptually it can be broken
down into five key components:

• Corporate Responsibility for Financial Reports

• Management Assessment of Internal Controls

• Real Time Issuer Disclosures

• Attempts & Conspiracies to Commit Fraud Offenses

• Corporate Responsibility for Financial Reports

ALTHOUGH, SARBANES-OXLEY IS NOT THE LAW IN OMAN, IT IS APPARENT THAT ENRON
AND THE REQUIREMENTS OF SARBANES-OXLEY WERE CONSIDERED WHEN THE CAPITAL
MARKET AUTHORITY ISSUED OMAN’S FIRST CODE OF CORPORATE GOVERNANCE IN
NOVEMBER 2002 (CIRCULAR 11/2002).

SO WHERE DOES CORPORATE GOVERNANCE COME FROM IN OMAN?

CODE OF CORPORATE GOVERNANCE



Potential Consequences of Poor Corporate Governance

LOSS OF FREEDOM

LOSS OF JOB

LOSS OF BUSINESS/CUSTOMERS

LOSS OF REPUTATION
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The market may reject your company and its products – your 
company may reject you.

*CONSIDER 
CORPORATE 

GOVERNANCE AS A 
CONTINUUM
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CODE OF CORPORATE GOVERNANCE

Where Does Governance Come From In Oman?

Regulatory Scheme

Capital Market 
Authority

-CML
-Code of 

Corporate 
Governance

Ministry of 
Commerce

-Commercial 
Companies Law

Sector Laws Central Bank
Muscat 

Securities 
Market

*And the related decisions, pronouncements, circulars and the like.



6
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Where Does Governance Come From In Oman?

The “Old Code”

In November 2002, the Capital Market Authority (CMA) issued Circular 11/2001, which was Oman’s 
First Code of Corporate Governance. Circular 11/2002 was substantially amended in the following 
year by the issuance of Circular 1/2003. The 2003 circular was divided into a number of articles and 
related annexes prescribing the conduct for the board of directors and executive management. In 
2012, a few items of the code were further amended, most notably with respect to the definition of 
Independent Directors. 

Code of Corporate Governance applies manditorily to all public joint stock companies listed on the 
Muscat Stock Market and investment funds taking the form of public joint stock companies. The 
code is also part of the listing requirements. 
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The “New Code”

The “New Code” was issued in July 2015, with the English translation issued in December 2015. The 
Arabic language version is controlling.

The “New Code” is a compilation of 14 “Principles”. Each principle is a statement of guidance regarding 
the spirit of the particular matter being discussed.  Each principle is followed by a series of “measures”, 
which are effectively the “Black Letter” law. 

In this regard, the New Code differs considerably from the Old Code in the sense that the Old Code 
was much more about prescribing “do’s” and “don’ts” and creating bright line tests. 

While the New Code, through its “measures” also imposes bright line tests as well, it is clear that the 
CMA is just as concerned about upholding the spirit (i.e. principles) underpinning the regulation, and 
has given itself broad leeway to do so. 

CODE OF CORPORATE GOVERNANCE

Where Does Governance Come From In Oman?

In accordance with its stated objective, the New Code aims at defining a binding and optimal
reference framework for the management, organization and control of public joint stock companies
through a series of specific and well-defined policies, operations and procedures. The provisions of
the New Code apply to all joint stock companies.
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 New Code of Corporate Governance (“New Code”)

• Objective
• Scope of Application
• Purpose of Governance
• Board of Directors, Formation, Role and Responsibilities
• Board of Directors Authority and Competences
• Chairperson
• Company Secretary
• Executive Management
• Professional Conduct of Members of the Board of Directors and Executives
• Independent Director
• Rules of Related Party Transactions
• Audit and Internal Controls
• Nomination and Remuneration Committee
• External Auditors
• Corporate Social Responsibility
• Annual Reports
• Annexes

 Minimum Information to be provided by the Board of Directors
 Standards of Professional Conduct
 Items to be covered in the Report on Corporate Governance

CODE OF CORPORATE GOVERNANCE

Overview
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The aim of Governance is to:

• Mitigate any adverse impact on the national economy, the stakeholders and local community
from failure to comply with the best practices.

(1st) Purpose of Governance

FRAMEWORK FOR 
SHAREHOLDER 

PARTICIPATION AT THE 
GENERAL ASEEMBLY

Transparency Accountability

Fairness Responsibility

Basis for Assessment

Objectives and Strategies to Achieve Them

Rules for Decision-Making

Allocates Rights/Responsibilities of Various Parties

CODE OF CORPORATE GOVERNANCE

*Note the emphasis on “local community” which directly implicates 
the Corporate Social Responsibility (CSR) obligations under the 13th

Principle.



10

On top of each company, there should be an effective board that leads the company, monitors its
business and controls its operations. The board is collectively responsible for the success of the company
in achieving its long-terms objectives. The board must work with the executive management without
referring in their day-to-day duties, to achieve the company’s objectives. In all cases, the management is
accountable to the board.

(2nd) Board of Directors, formation, role and responsibilities 

Board of Directors

• Non-executive/Independent
•ExecutiveIndividual &

Jointly Responsibility

Internal Controls

CODE OF CORPORATE GOVERNANCE

*Annex 1 to the New Code sets our certain minimum 
information to be provided by the company (i.e. executive 
management) to the board of directors for quarterly 
meetings to discuss the company’s quarterly results.
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CODE OF CORPORATE GOVERNANCE

Annex 1: Minimum information to be provided to the Board of Directors 

 The estimated capital and operating budget and any updates.

 The Company’s quarterly results.

 Minutes of the meetings of the specialized committees.

 Information regarding hiring main management personnel, their resignation, dismissal and
bonuses.

 Material notifications pertaining to penalties and their reasons and justifications.

 Serious accidents, incidents, and problems related to pollution.

 Material default in any financial obligations to or by the Company

 Matters related to potential public liability claims or claims related to the Company’s products.

 Joint Ventures agreements which the Company enters.

 Agreements that include the payment of large sums of money with regard to intellectual
property , goodwill and royalties.

 Problems arising from relations regarding the Company’s business including any new
agreement for wages.

 Sale of investments and assets that do not fall in the ordinary course of the Company’s business.

 Statement of compliance or not to the requirements of regulatory authorities.

 Any details pertaining to the company’s exposure to the risk of fluctuation of foreign currency
exchange rates and the measures taken to reduce these risks.

Cont. (2nd) Board of Directors, formation, role and responsibilities 
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The company's articles of association, approved by the general meeting, should clearly set out the
authority and competences the functions and powers of the board of directors. These functions and
powers should be made accessible to the public to directly serve the aims and objectives of the company
and maximize their contribution to the national economy and local community.

Amongst other things, the board:

 Defines the strategic vision

 Approves commercial and financial policies

 Oversees compliance with internal controls

 Implements the disclosure policy

 Appoints (and defines the functions and power of)
executive management

 Reviews related party transactions

 Approves quarterly and annual financial statements.

(3rd) Functions and powers of the board of directors

CODE OF CORPORATE GOVERNANCE
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The chairperson of the board of directors assumes the key responsibility for leading the board and the
company effectively to ensure that the board is carrying out its roles, responsibilities, functions and
powers with relation to directing the company towards achieving the strategic vision and the purpose for
which the company was established. The chairperson represents the Company before the competent
Courts.

(4th) Chairperson of the Board of Directors 

CODE OF CORPORATE GOVERNANCE

The chairperson should have high leadership skills and
should realize that the success of the board is closely linked
to the ability of the chairman to maintain integrity and
harmony of its members and their full cooperation to
achieve the aims and objectives of the company.
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Cont. (4th) Chairperson

CODE OF CORPORATE GOVERNANCE

PROMOTE EFFICIENT 
RELATIONSHIPS 
BETWEEN THE 

BOARD & EXECUTIVE 
MANAGEMENT

ENSURE THE 
DIRECTORS 

RECEIVE ACCURATE 
AND TIMELY 

INFORMATION

LEAD THE BOARD IN 
A MANNER 
ENSURING 

EFFICIENCY

CHAIR BOARD 
MEETINGS

ENHANCE 
GOVERNANCE 

AMONG THE BOARD 
AND COMPANY

WORK WITH THE 
SECRETARY TO 
DEVELOP THE 

MEETING AGENDA

ENSURE ACTIVE AND 
ON-GOING 

TRAINING OF 
DIRECTORS**

PROMOTE 
CONSTRUCTIVE 
RELATIONSHIPS 
AMONGST THE 

DIRECTORS

ENCOURAGE 
DIRECTORS TO 

LEARN AND 
DEVELOP THEIR 

SKILLS**

MEASURE BOARD 
PERFORMANCE 
THROUGH 3RD

PARTY*

ENSURE 
EXECUTION OF 

BOARD 
RESOLUTIONS

DEVELOP INDUCTION 
MATERIALS FOR 

DIRECTORS (EDUCATE 
THEM ABOUT THE 

COMPANY)**

FACILITATE 
EFFECTIVE 

CONTRIBUTION OF 
NON-EXECUTIVE 

DIRECTORS

ENSURE EFFICIENT 
SHAREHOLDER 

COMMUNICATIONS

DEMONSTRATE 
LEADERSHIP

*The external and internal auditors are
prohibited from carrying out the task
of board evaluation.

AT A MINIMUM THE
CHAIRMAN
SHOULD: **The New Code places 

considerable importance on the 
ongoing education and training of 
directors
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The board shall appoint a secretary at the beginning of each term. The secretary must be experienced
and qualified in order to be able to aid the Board to comply with the provisions of the Code of
Governance and the applicable laws and regulations in the Sultanate, and any other directives issued by
other concerned regulatory authorities.

(5th) The Company Secretary  

CODE OF CORPORATE GOVERNANCE

Measures: 

 The secretary must have a legal background and practical experience in the field of business
management or executive management for an appropriate period.

 The company secretary shall perform the following tasks as minimum:

• Based on the orders and directives of the chairman, the secretary shall
perform the procedures of a call for a meeting, and identify the topics that
shall be included in the agenda.

• Assist the chairman of the board in steering the meetings, and clarify the
description of the Board’s position regarding the topics on the agenda and
summarize the decisions taken by the Board.

* The New Code establishes the Secretary as a prominent office with a number
of enumerated obligations with respect to ensuring adherence to corporate
procedures and maintenance of corporate records. The secretary is expected
to work closely with the Chairman of the Board.
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Cont. (5th) The Company Secretary  

CODE OF CORPORATE GOVERNANCE

• Record the Board of Directors’ meetings minutes and document by date and a serial
number. These meeting minutes shall explain all the topics and important details that
were discussed, and the decisions that were taken, it shall also include the names of the
attendees and names of those who voted in favor or against each of the taken decisions.

• Send copies of the meeting minutes to members of the Board within two weeks from the
date of the meeting, after the review of the Chairman of the Board.

• Incorporate any amendments on the meeting minutes and send the final version of the
same in a period of 30 days maximum from the date of the meeting.

• Ensure that Members and Chairman of the Board adhere to the procedures of holding the
Board’s meetings and their discussions, their compliance with Company’s policies, related
regulations and legislations, and any other controls issued by other concerned regulatory
authorities.

• The maintenance of the Company’s original documents, its reports and data, and the
original copies of the signed meetings minutes and any other document the Board of
Directors orders to be deposited in the Company’s secretariat.
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The executive management executes the company's general policies in accordance with its strategy and
plans; and implements the bylaws, regulations and procedures adopted by the board.

The executive management is tasked with, amongst other things:

 Ensuring that the board is adequately (and timely) informed about the company's affairs

 Conducting the daily business of the company

 Working to achieve the company's goals

 Protecting the righst of shareholders and

• Maintaining the interests of all stakeholders
(including the economy & society at large)

• Developing the company's business

• Maximizing the company's profits

The executive management is accountable to the board of directors. Executive management must
disclose to the board all conflicting interests transactions, and must exercise their authority in
accordance within approved organizational structure.

(6th) Executive Management 

CODE OF CORPORATE GOVERNANCE
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The board of directors and the executive management should achieve high standards of professional
conduct and abide by professional ethics while performing their duties.

Measures: 

 The board of directors should formulate an internal code of conduct that illustrates the ethics to be
adopted and followed by members of the board and the executive management (similar to those
explained in Annex No. (2)). The board should approve this internal code of conduct, disseminate it
and ensure it is read by members of the board, executive management and the employees.

 Members of the board of directors should adopt and abide by the professional conduct standards set
forth in the code of conduct approved by the board of directors.

 The board should follow up on the adherence of the executive management to the internal code of
professional conduct.

 There must be a cross reference to the code of professional conduct when
the company’s policies are formulated regarding complaints, suggestions
and grievances, and to clarify specific procedures to put these policies into
practice.

*Note that in the context of the 7th Principle the drafting is inconsistent
and refers to the "code of conduct" and the "code of professional conduct".

(7th) Professional Conduct of Members of the Board of Directors and the 
Executive Management

CODE OF CORPORATE GOVERNANCE



UNDER THE OLD CODE Independent Director was defined as follows:  

• A director shall be independent if he or she or any of his/her first degree have not occupied any 
senior position (such as the Chief Executive Officer, the General Manager or similar posts ) in the 
company for the last two years. 

• Also he or she should not have had any relations with the company, its parent company or its 
affiliated or sister companies which could result in a Financial Transaction. 

“Financial Transactions” are those transaction, which do not conform to the definition of “small value 
transaction" specified in the procurement manual of the respective companies, a copy of which shall be 
filed in advance with CMA. 

Certain transactions were specifically exempted: The contracts and transaction entered through open 
tendering, the normal contracts and transactions in ordinary course of business.

19

CODE OF CORPORATE GOVERNANCE

(8th) Independent Director
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UNDER THE NEW CODE – The definition of "Independent Director" has become more precise and stipulates a number
of disqualifications.

The board is comprised from individuals who have the ability and independence to look into the affairs of the company
wisely, objectively and fairly to ensure full independence from the management and main shareholders. Individual or small
group of individuals shall not be allowed to have control over the decision making process in the board.

Cont. (8th) Independent Director

CODE OF CORPORATE GOVERNANCE

Qualifications Disqualifications

 “fully independent” with knowledge or
experience in the company’s business the
enable him to support the decision-making
inside the board and the management and
serve its prospective aims and objectives

 Known for good integrity & conduct

 No financial or economic relationship with the
company or it subsidiaries or its affiliated
companies

 Holds 10% or more of the company’s shares (or
those of its parent, subsidiary or associate)

 Represents a 10% shareholder (including
parent, subsidiary or associate)

 Has been a senior executive of the company or
its parent, subsidiary or associate in the past 2
years

 1st degree relative of a director of the company
or any of its parent, subsidiary or associate

 1st degree relative of a senior executive (or
employee) of the company or any of its parent,
subsidiary or associate
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Cont. (8th) Independent Director

CODE OF CORPORATE GOVERNANCE

Qualifications Disqualifications

 If he is a director of the parent company or
subsidiary or associate to which he stands as
candidate for its board.

 If he is or was an employee, during the past
two years, of any of the contractors of the
company or parent company or subsidiary or
associate including external auditors and
major suppliers or NGOs which received
25% of its annual budget from the company

 If he is or was an employee, during the past
two years, of any of the company’s parent,
subsidiary or associate

 If he holds 20% of the shares of any of the
foregoing parties during the past 2 years
before nomination.

In a nutshell: An independent director is one who has no relationship with the company or its affiliates that might
interfere with his independent business judgment or cause a conflict of interest between his interests and the
interests of the company he represents. [Law Gazette; Independent Directors – Who Are They and Why Have
Them? (Part III) http://www.lawgazette.com.sg/2004-4/April04-feature3.htm]
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The company shall follow utmost transparency and clarity with respect to Related Party Transactions,
these transactions are subject to the revision of the Audit committee and must be approved by the Board
or the General Assembly (dependent on circumstances) before proceeding with implementation.

WHAT IS THE CONCERN WITH RELATED PARTY TRANSACTIONS?

‐ Risk of Related Parties on the integrity of transactions in the company and its financial posistion.

‐ Concerned about disclosure of relations/transactions and commitments to any person or entity
associated with the company.

(9th) Rules of Related Party Transactions 

CODE OF CORPORATE GOVERNANCE

Related Parties may 
be individuals or 

companies

When is a Person Related? When is a Company Related?

 Board member within the
past 12 months (of the
company or any of its
parent, subsidiary or
associate)

 Has a significant impact on
the company and its
performance

 Is a Member of the same
commercial group of the
Company, i.e., a parent
entity, a subsidiary entity, or
associate entity.

 A Joint Venture of the
Company or associated
entities.
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Cont. (9th) Rules of Related Party Transactions 

CODE OF CORPORATE GOVERNANCE

Related Parties may 
be individuals or 

companies

When is a Person Related? When is a Company 
Related?

 Key management (e.g.
CEO, GM, or any person
reporting to the board) of
the company or its parent

 Owns or controls 10% or
more of the voting power of
the company or any of its
parent, subsidiary or
associate

 First degree relative of any
of the above persons

 Associate of any related
company wherein he/she
individually owns
minimum 25% voting
rights.

 Any related person has,
collectively or individually,
at least 25% of the voting
power or the right to guide
its decisions or control it.

 Businesses where Members
of their Boards of Directors
act in accordance with the
will of the Company.

 Represents a fund or a
project for terminal
benefits for the Company’s
employees or associated
entities.
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WHO ARE NOT RELATED PARTIES

‐ Financing providers to the company

‐ Trade and Labour Unions

‐ Public Utilities

Cont. (9th) Rules of Related Party Transactions 

CODE OF CORPORATE GOVERNANCE

OBLIGATIONS RE RELATED PARTY TRANSACTIONS

•Chairman provides details to 
all shareholders (including 

the description of the 
agreement and the position of 
each of the board members)

•Must be disclosed in the 
Annual Report

•Amounts due to or to be 
received from Related Parties

•Auditors must confirm full 
implementation

•Audit committee review 
required

•Transactions to comport with 
IFRS and referee specific 

provisions

•Examination is not confined 
to the legal aspect only –
includes integrity of the 

decision

•Ordinary course transactions 
= Prior Board Approval

•Non-ordinary course = Prior 
General Assembly Approval
•Approval must be explicit 

(i.e., not implied)
•Related Party cannot vote
•Approval required for each 

individual case.

All Transactions All Transactions All Transactions

Disclosure Review/Examination Approval

Any transactions that was implemented in violation of the these measures is null and void, and cannot be 
claimed against the company and its shareholders, and the Related Party shall bear the consequences of 
the damages caused by the transaction.
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The board is responsible for the soundness of the company
transactions, operations and managing their risks. Therefore,
through the subcommittees, it should ensure that the
executive management has sound internal controls and
system for risk management to maintain the interests of
shareholders and assets of the company.

• Board required to form an audit committee with a written
charter document.

• Minimum 3 directors, majority independent.

• One member to have financial and accounting expertise.

• Chairman to be independent director.

• Meetings of the committee will have quorum if majority
of independent directors are present.

• Not permitted to combine chairpersonship of this
committee with any other committee or that of the board.

(10th) Audit and Internal Control Committee

CODE OF CORPORATE GOVERNANCE

• Chairman may not sit on any other
committee.
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The company should adopt a transparent approach while preparing the policies for nominating efficient
and highly skilled board members. It should create [an] incentive and remuneration policy that make it
easy to attract efficient board members and executive management and encourage them with fees and
remunerations of executives.

The committee shall have a minimum of 3 directors and shall convene at least twice per annum. Not
permitted to combine the chairpersonship of this committee with any other committee.

Power of the Nomination & Remuneration Committee include:

 Reviewing and assessing the skills, expertise & qualifications of the members of the board

 Conducting searches for qualified board members

 Developing the remuneration scheme for executive management

 Formulating descriptions for the roles and responsibilities of the board members

 Creating the succession plan for executive management

(11th) Nomination and Remuneration Committee

CODE OF CORPORATE GOVERNANCE

*Note, the Nomination and Remuneration Committee
and the breadth and scope of its responsibilities was not
contemplated under the Old Code.
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The board is responsible for the soundness of the company's financial statements presented to the
shareholders through the external auditor appointed by the general assembly to ensure that the annual
financial statements presented to shareholders are free from material errors.

(12th) The Company is External Auditors

SELECTION

Audit Committee 
Recommendation

Board Selection
Annual General 

Meeting

No Non-Audit Services 
Permitted, which affect 
independence

 Audit Firm Appointed for One Financial Year

 2-Year “Cooling Off” Period after 4th Consecutive Year

(Note: Discrepancy in Draft of Measure 2)

 Firm Registered with the CMA

 Adequacy of Internal Control Systems

 Capability to proceed with its business

 Compliance with internal laws and regulations

Note: Fraud detected/suspected reportable to 
the board but if material must go directly to 
regulators.

CODE OF CORPORATE GOVERNANCE

BUT THE CODE DOES NOT EXPRESSLY REQUIRE ADOPTION OF 
A WHISTLEBLOWER POLICY  
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CSR is linked to the Company's purposes and activities. The Company shall seek to exercise its role as
good citizen and to mitigate any adverse impact of its activities on the national economy, community or
environment at large.

(13th) Corporate Social Responsibility (CSR)

Board of Directors Executive Management

• Formulates a special code to 
deal with requirements of 
CSR

• May designate (delegate) to 
executive management or 
external advisor to propose 
CSR policy

• Must put forth an annual 
plan  for implementing the 
CSR policy, philosophy & 
principles
- Allocated budget
- Available of means of 

support and 
participation

- Values/principles (i.e. 
CSR messaging)

- Targeted Demographics 

*The company must include in its annual report, a special report about its CSR 
activities, this report must explain these activities and the amounts spent on 
them, and their impact and sustainability.

CODE OF CORPORATE GOVERNANCE
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Companies have certain responsibilities that they must fulfill in order to be perceived as good 
corporate citizens.

CODE OF CORPORATE GOVERNANCE

Cont. (13th) Corporate Social Responsibility (CSR)

Arguments for CSR: Arguments against CSR:

• It addresses social issues brought on by 
business, and allows business to be part of the 
solution. 

• Enlightened self-interest: businesses must 
take actions to ensure long-term viability.

• Wards off future government intervention.

• It addresses issues by using business 
resources and expertise. 

• It addresses issues by being proactive.

• The public supports CSR. 

• The classical economic view that business’ 
only goal is the maximize profits for owners.

• Business is not equipped to handle social 
activities.

• It dilutes the primary purpose of business.

• Businesses have too much power already.

• It limits the ability to compete in a global 
marketplace. 
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The company’s annual reports should indicate whether the practices of the board, the directors and the
executive management is in line with the principles, standards and best practices of good corporate
governance.

(14th) Annual Reports 

CODE OF CORPORATE GOVERNANCE

 Report Should Include Management Discussion & Analysis:

 Method used by the company to achieve its business and proposals for
development

 Investment opportunities and difficulties

 Analysis of the company’s products

 Detailed explanation of the company’s work

 Risks confronting the company

 Internal auditing system and its adequacy

 Operational and financial performance of the company

 Annual & Quarterly financial statements, price sensitive public reports and the reports to
regulations prepared by the board should contain a balanced and understandable assessment of
corporate accounts.

The report of the auditors must contain confirmation that the report on corporate governance is
free of any material misstatement or representation.
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Annex 2

CODE OF CORPORATE GOVERNANCE

Board of Directors Professional Criteria 

1. Professionalism

a. The board of directors shall be responsible of confirming his acquisition of sufficient
knowledge to perform his responsibilities as a member of the board of directors. He must
be well acquainted with developments through constant learning and work on enhancing
his competence as a member of the board.

b. The board of directors shall be responsible of understanding the functions of the
company, which he serves and he shall be fully aware of the affairs, activity and operations
of the company, and take necessary steps to achieve the same.

c. The director must ensure the company’s compliance with the Code of corporate
governance.

2. Due diligence

a. The director must act in due diligence in performing his functions as a director of the
board of directors.

b. The director must assist the board of directors to enhance the management of the
company to protect and support the interests of shareholders.



32

Annex 2 - Continued

CODE OF CORPORATE GOVERNANCE

c. The board director must strive to attend all meetings of the company and engage in
discussions. Should it be difficult for him to attend any meeting, he must take the
necessary steps to get a leave of absence of the meeting.

3. Integrity 

a. The board director must act in an integral and good faith at all times to maintain the 
optimal interest of the company. 

b. The director must maintain independency and act independently in respect to all his
judgments at all times, and take reasonable steps to be convinced of the integrity of the
board of directors’ resolutions.

c. The director must at all times avoid cases that would subject his independency to
compromise.

d. The director so appointed based on a nomination of major shareholder should act
generally on the best interest of the company and shareholders and not for the interest of
the person who nominated him only. In cases, when the obligations towards individuals or
other entities prevent him from taking an independent position in respect to a certain
matter, the director must disclose his position refraining from participation in the board’s
discussions on this matter.
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Annex 2 - Continued

CODE OF CORPORATE GOVERNANCE

4. Conflict of Interest

a. The director must act in transparent very all the time and avoid placing himself in a
conflict of interest situation. The director must disclose his direct or indirect contracting
interests with the company.

b. The director must not get inappropriate benefit from his position and he should
particularly maintain the confidentiality of all information, which he receives in his
capacity as a director on the board and refrain from using such information improperly.

c. The director must ensure that the information not available to the public or which would
have material effect on the price or value of the companies securities is not submitted to
any person, who might have an influence on subscription or the sale and purchase of
shares.

d. The director must not maintain improper benefit of his position to achieve direct or
indirect gains or personal benefits for himself or any other related person.

e. The personal interests of the director or related parties must not be allowed to overcome
the interests of shareholders in general
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Annex 2 - Continued

CODE OF CORPORATE GOVERNANCE

f. Full disclosure must be made to the board of directors in respect to any actual or potential
conflict of interest. When dealing with this matter, consideration must be given to the
significance of the potential conflict of interest and the potential results if improper
processing of the matter is made.

g. In case of conflict of interest, the director must refrain from engaging in and/ or voting on
the matter .It is better for him to leave the meeting during discussing the issue at which
there is a conflict of interests.

h. In case the director received documents related to a matter with possible conflict of
interests, he should return these documents to the chairman or the secretary of the
company. He should indicate the there is a possible conflict of interests.

i. In all cases , it should be taken into consideration whether the experience that will be
provided by director is necessary to take a decision by the board and whether it is possible
to get it or benefit from it in a way that limit the effect of conflict of interests.

j. In case of material conflict of interests, the director may consider resigning from the
board.

k. The director must not abuse the information, which he obtains in his capacity as director.
This prohibition applies regardless whether the director shall get direct or indirect interest
or a related person, or that this would cause damage to the company.
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Annex 2 - Continued

CODE OF CORPORATE GOVERNANCE

l. The director must adhere, observe all regulations and rules in respect to the sale, purchase
of the company shares, and comply with the standards specified by the board of directors
on the trading of shares. The director must not deal on his company’s shares in accordance
with short term considerations.

5. Compliance with rules and regulations

a. The director must obtain knowledge on the regulatory and legal context within which the
company operates.

b. The director must take the necessary actions, which ensure his and his company’s
compliance with laws and regulations governing its operations.

c. If necessary, the director must get legal, financial or other professional consultation in
respect to company affairs or his entrusted obligations.

d. If the directors has concerns about conflict of interest or the objectively of the advice he
received, he may get the same from independent consultants other than those providing
consultations to the company.
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6. Access to information

a. The director must insist on getting timely and accumulative information on time in
respect to all major updates of his company.

b. The director should use this information for the interest of the company to be an effective
director aware of the developments of the company and to be in the leading in decision
making while serving at the board. He should also forecast any aspects or consequences to
the developments of the company.

c. The director must insist on having sufficient and complete information on time and that
information be available to directors an ample time in advance to be able to consider all
matters. If necessary, he may refrain from voting on a certain matter for the lack of
sufficient time to consider it thoroughly. He may request that his abstention form
participation and its reasons be recorded on the minutes of meeting. It may be proper to
vote against the resolution or postpone it until suitable information is available.
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(3): Items to be covered in the Principles of organization and management of the Company 
report

1. The Company’s philosophy with respect to the principles of the management of the Company
and a detailed report on how to implement these principles.

2. The Board of Directors:

2.1 Composition and classification of members of the board of directors, e.g. an executive
director and a non-executive director and an independent director and a director assigned
by the financing organization or an investor in the Company’s stocks.

2.2 Attendance of every member of the board of directors to the board’s meetings as well as to
the last meeting of the General Assembly.

2.3 The number of other boards, or committees of the board that the Board of Directors is a
member or a president of.

2.4 Number of board meetings held and their dates.

3. Committees that stem from the Board:

3.1 A brief description of the terms of reference of the committee and the duties entrusted to
it.
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3.2 Composition of the Committee and names of the Members and the President.

3.3 Committee meetings and attendance during the year.

4. The nomination procedures of the members of the Board of Directors.

5. Bonuses:

5.1 Details of bonuses, fees and privileges paid to all members of the Board of Directors
individually.

5.2 Total bonuses paid to main management personnel (the largest five employees) including
salary, benefits, bonuses, raises, stock options and end of service benefits and pensions.

5.3 Details of fixed remuneration and incentives related to performance details in addition to
performance standards.

5.4 Work contracts and notification period and end of service benefits.

6. Details of non-compliance by the Company:

7. Sanctions and Restrictions imposed on the Company by Muscat Securities Market or the
General Capital Market Authority or any other regulatory body during the last three years.
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8. The channels through which the Shareholders and Investors and contacted:

8.1 Ensure sending quarterly results to each shareholder and applicable procedures to do so.

8.2 Publication of these results on the internet, if any.

8.3 The internet if the Company’s website issues official press releases.

8.4 Presentations that have been undertaken to institutional investors or analysts.

8.5 The annual report if the management’s discussions and analyses are part of it.

9. Market Price date:

9.1 Highest price/lowest price during every month of the last financial year.

9.2 Performance in comparison with stock market index (in the concerned sector).

9.1 Highest price/lowest price during every month of the last financial year.

9.2 Performance in comparison with stock market index (in the concerned sector).

9.3 Stock ownership distribution 

9.4 Securities convertible into shares and the date of transfer and its potential income on the 
equity of the Company. 
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10. Issues related to non-compliance with provisions of corporate Governance Code and reasons of 
non-compliance. 

11. Explanations about the auditor and his professional performance. 

12. Any other important items.
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1. Ahmed left the company 18 months ago after serving for 5 years as its chief operating officer.  He has now been asked 
by the company to join the board to fill a vacancy caused by the resignation of one of its independent directors.  He 
currently holds no shares in the company and has had no involvement with the company since his departure.  Is he 
qualified to fill the vacant board seat?

A. No, because he doesn’t own any shares in the company.

B. Yes, because he has a good understanding of the company’s business.

C. No, because he does not qualify as an independent director.

D. Yes, because he would have a good working relationship with the company’s management.

2. Fatma is a lawyer who also has a background in finance/accounting. She is currently the chair of the remuneration and 
nomination committee.  Because of her background, the board has also asked if she would be willing to chair the audit 
committee.  Is Fatma a good choice to serve as chair of the audit committee?

A. No, because having both positions would make her to busy.

B. No, because having a lawyer on the audit committee will cause too much distraction.

C. No, because she already chairs one committee.

D. No, because the other board members may become jealous if one person has two prestigious committee 
positions.  

Pop Quiz (Assess your knowledge of the New Code)

APPENDIX 1
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3. My company is a closed joint stock company (i.e., not a public company).  I don’t need to think about “corporate 
governance” because that is only for public companies.

___ True ___ False

4. It is better if the chairman of the board and the chief executive officer are the same person – that way there is a strong 
link directly from the board to executive management.

___ True ___ False

5. Big Accounting Firm has been the company’s external auditor for the past 4 years.  The company has announced a 
tender for unrelated consultancy services, however, it is not expected that the tender would be awarded within the 
next 18 months.  Can Big Accounting Firm bid for the tender?

A. No, because it has a conflict of interest.

B. No, because that would be way too much money to pay to one firm.

C. Yes, because they will not be the company’s auditors at the time.

D. Yes, because they know the company well and it makes sense for them to bid on the project.  

Cont. Pop Quiz (Assess your knowledge of the New Code)



43

CODE OF CORPORATE GOVERNANCE

6. Mohamed is a member of the company’s board and also the major shareholder of Big Supply Company. The company 
has been having financial difficulties mainly because of its suppliers.  Mohamed has suggested that Big Supply 
Company become the company’s supplier and would provide a 20% discount over the lowest price competitor.  The 
board should:

A. Consider the transaction because it is in the best interest of the company.

B. Put the matter before the shareholder general assembly.

C. Put the matter for the company’s audit committee.

D. All of the above.

7. Hassan is a non-executive director of the company.  Hassan is recognized as an expert in the company’s industry.  He 
likes to take a “hands-on” approach as a board member and often attends the company’s staff meetings, assists in 
interviewing mid-level employees, and attends strategies sessions with management. Hassan’s conduct is:

A. Exemplary because all board members should be actively engaged with their companies.

B. Against the Labor & Employment law because he is not paid for his work.

C. Unwelcome because his presence is probably intimidating for a lot of the workers.

D. Inappropriate.

Cont. Pop Quiz (Assess your knowledge of the New Code)
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