
Corporate Governance
Overview Statement

THE bOARD OF DIRECTORS (bOARD) OF HIbISCUS PETROLEUM bERHAD (HIbISCUS PETROLEUM 
OR THE COMPANY) IS ENTRUSTED WITH THE RESPONSIbILITY OF SAFEGUARDING HIbISCUS 
PETROLEUM’S AND ITS SUbSIDIARIES’ (GROUP) RESOURCES IN THE INTERESTS OF ITS 
SHAREHOLDERS bY EXERCISING DUE AND REASONAbLE CARE IN ITS OVERSIGHT OF THE 
GROUP.

As a result of the Board’s strong commitment to the principles 
of good corporate governance (CG), the Company has been 
ranked in the top 12% of Malaysian public listed companies  
(99th position out of the 866 companies evaluated) for CG disclosure 
in the Minority Shareholders Watch Group (MSWG)’s Malaysia-
ASEAN Corporate Governance Report 2018. 

The CG Overview Statement (Statement) presents key highlights 
of the CG practices of the Company under the leadership of the 
Board during the financial year ended 30 June 2019 (FY2019).

This Statement is prepared in compliance with Bursa Malaysia 
Securities Berhad’s (Bursa Securities) Main Market Listing 
Requirements (MMLR) and is to be read together with the Company’s 
CG report for FY2019 (CG Report) which is available on Hibiscus 
Petroleum’s website (http://www.hibiscuspetroleum.com).

The CG Report details how the Company has applied each Practice 
as set out in the Malaysian Code of Corporate Governance 2017 
(MCCG2017) during FY2019.

PRINCIPLE A: bOARD LEADERSHIP AND EFFECTIVENESS

1. board Responsibilities

The Board recognises that its primary role is to protect and 
promote the interests of its shareholders, with the overriding 
objective of enhancing the long-term value of the Group. In 
this regard, the Board remains focused and committed to 
enhancing its current high standards of corporate governance 
whilst ensuring that the appropriate management of risks is 
mitigated by leveraging on the Management’s knowledge and 
experience. The Board is cognisant of the need to ensure that 
there is a robust and effective corporate governance system 
employed throughout the Group, in line with the importance 
it places on accountability and transparency.

In order to ensure the orderly and effective discharge of the 
above functions and responsibilities of the Board, the Board had 
earlier established three Board Committees namely; the Audit 
and Risk Management Committee (ARMC), the Nominating 
Committee (NC) and the Remuneration Committee (RC). The 
Board Committees review in detail, matters within their Terms 
of Reference (TOR) and make the necessary recommendations 
to the Board, which retains full responsibility for approval 
of these recommendations. The Board is kept apprised of 
the activities of the Board Committees through circulation 
of the minutes of the Board Committee meetings as well as 
by the briefings given by the Chair of the respective Board 
Committees on key matters discussed within their respective 
committees.
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bOARD OF 
DIRECTORSSTAKEHOLDERS

NC

RC

•  Provides strategic leadership 
necessary to enable the Group’s 
business objectives to be met within 
a framework of internal controls

•  Ensures that the interest of the 
stakeholders are safeguarded

•  Responsible for overseeing the 
management and business affairs 
and makes all the policy decisions 
of the Group

•  Has the overall responsibility 
over day-to-day operations and 
management

•  Ensures organisational effectiveness 
and implementation of Board policies, 
strategies and decisions

•  Responsible for providing leadership 
to Management and advancing 
relationships with regulators

•  Accountable to the Board and 
reports to the Board at every Board 
meeting on material issues, as and 
when required

Assist the MD manage the business 
on a day-to-day basis

Monitors integrity of financial 
statements, risk management and 
internal control and effectiveness of 
external and internal audit processes

Ensures that the Group adheres to 
corporate governance best practices 
and reviews Board and Senior 
Management composition, skills 
and mix

Ensures that the remuneration strategy 
and policy, for the Non-Executive 
Directors (NEDs), Managing Director 
(MD) and Senior Management are 
aligned to the business and interest 
of the stakeholders

ARMC

MANAGING
DIRECTOR

LEADERSHIP 
TEAM, 

MANAGEMENT 
TEAM & 

TECHNICAL 
EXPERTS
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The Board has a wide range of responsibilities, which 
are discharged in the best interest of the Company in 
pursuance of its business objectives. The Board plays 
an active role in guiding strategic direction, supervising 
Management, reviewing performance and determining 
business risk parameters. The Board Charter contains 
specific guidance for the Directors on, inter alia, the key 
values, principles and ethos of the Group, the Board’s 
principal responsibilities, specific delineated key matters 
which are reserved for the Board’s approval (Reserved 
Matters), Directors’ qualification standards, orientation 
and training, compensation, code of conduct and annual 
performance.

The Board Charter, which has been recently updated to 
reflect their growing oversight role, and the TOR of the 
Board Committees, are published on Hibiscus Petroleum’s 
website, http://www.hibiscuspetroleum.com and are reviewed 
periodically.

The Board functions on the principle that all significant 
and material matters are addressed by the Board as it 
is accountable under the law for the Group’s activities, 
strategies and financial performance. The Board plays 
an active role in reviewing and adopting the strategic 
business plans of the Group by ensuring that the strategies 
proposed by the Management are discussed at length and 
critically examined by the Directors, who are provided with 
sufficient information to enable their discharge of duties 
with reasonable care, skill and diligence.

To ensure the effective discharge of its responsibilities, 
the Board has delineated Reserved Matters, from those 
delegated to the Board Committees and the MD. The 
delegation of authority to the Board Committees and the 
MD are set out in the TOR of the respective committees 
and the Limits of Authority (LOA), respectively.

PRINCIPAL  
RESPONSIbILITIES

OF THE bOARD

Reviewing the adequacy and integrity of the Group’s 
internal control systems and management information 

systems, including systems for compliance with applicable 
laws, regulations, rules, directives and guidelines

Identifying principal risk, determining 
risk appetite and ensuring the 
implementation of appropriate 
systems to manage these risks

Developing and implementing an 
investor relations programme or 

shareholders’ communication policy 
for the Group

Overseeing the conduct of the 
Group’s business to evaluate whether 

the business is properly managed

Succession planning including 
appointing, training, fixing the 

compensation and where appropriate, 
replacing Senior Management

Reviewing and 
adopting a strategic 
plan for the Group

The principal resposibilities of the Board are mapped out in the diagram below:
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Reserved Matters are expressly set out in the Board Charter 
and LOA, which include but are not limited to the review 
and approval of transactions with threshold amounts 
exceeding the LOA of the MD, strategic business plans and 
annual budgets, audited and quarterly financial statements, 
and major capital expenditure; such considerations being 
always subject to compliance with the applicable laws and 
regulations governing the Group.

The LOA matrix sets out the specific approval thresholds 
for management decisions and the persons authorised 
to approve the various decisions to be taken. As part of 
the periodic review carried out on the Group’s internal 
control systems, the LOA for the Group has been updated 
in April 2019 to reflect the growth of the business which 
necessitate additional authorities and controls to be 
introduced to monitor operations more efficiently. In this 
regard, a new LOA for Project Marigold and Sunflower was 
also introduced in May 2019. 

Additionally, Hibiscus Petroleum has conducted an overall 
review of its established policies and has refined existing 
policies such as its Code of Conduct and Ethics which 
has been expanded to include the Group’s commitment 
to respecting internationally recognised human rights and 
labour standards which includes taking reasonable steps to 
ensure that there is no form of forced, bonded or underage 
labour in the Group’s business and supply chain and the 
Whistle Blower Policy, which has been extended to cover 
all parties working with the Group as well as provide more 
clarity on the process for reporting any known malpractices 
or wrongdoings. 

In view of the seriousness of the modern slavery epidemic, 
a stand-alone Anti-Modern Slavery Policy has been 
announced in July 2019 to reiterate the Group’s stand 
against modern slavery practices, to provide further support 
to the amended Code of Conduct and Ethics. Furthermore, 
the Group has also presented an Anti-Corruption and Anti-
Bribery Policy in the same month to emphasise the Group’s 
zero tolerance of all forms of corruption and bribery, while 
providing clarity on the parameters and controls instituted to 
facilitate understanding and monitoring. At this juncture, the 
Group wishes to highlight that it has not made any political 
contributions to-date. Aside from the existing Health, 
Safety, Security and Environment (HSSE) Policy, the Group 
has also introduced an Environment Policy as part of steps 
to endeavor to use energy and natural resources wisely and 
efficiently, and to ensure its environmental management 
system continually assesses the impact of its operations 
to the surrounding environment, while maintaining action 
plans capable to respond to any arising emergency (which 
is supported by the Group’s Crisis Management Plan). 

These policies have been updated/introduced to ensure 
that good standards of behaviour and professionalism 
permeate throughout all levels of the Group. They also 
facilitate efforts to prevent misconduct and promote ethical 
practices and consequently, support the delivery of long-
term sustainable success for the Company. 

Further details of the Board Charter, Code of Conduct and 
Ethics, Whistle Blower Policy, Anti-Modern Slavery Policy, 

HSSE Policy and Environment Policy are set out in the CG 
Report, and these documents can be found on Hibiscus 
Petroleum’s website: http://www.hibiscuspetroleum.com/
corporate-governance

The Board Members have full access to two (2) Company 
Secretaries who provide advisory services to the Board, 
particularly on matters relating to the constitution of 
the Company, facilitating compliance with the listing 
requirements and the relevant legislation. The Company 
Secretaries provide support in the execution of corporate 
proposals and serve as the secretary to the Board 
Committees. In addition to their statutory duties, the 
Company Secretaries also facilitate communication between 
the Board and Management.

2. board Composition

The Board recognises the benefits of having a diverse 
Board to ensure that the mix and profiles of the Board 
members in terms of age, ethnicity, gender, skillset and 
professional background provide the necessary range of 
perspectives, experience and expertise required to achieve 
effective stewardship and management. The Board believes 
that a truly diverse and inclusive Board will leverage the 
differences in thought process, perspective, knowledge, skill, 
regional and industry experience, cultural and geographical 
background, age, ethnicity and gender, which ensures that 
Hibiscus Petroleum retains its competitive advantage.

The Board also has in place a Diversity Policy, which sets out 
the intention of increasing the participation of women in the 
Group at all levels, with a target of at least 30% women on 
the Board. Notwithstanding this target, Board appointments 
are based on merit, focusing on the potential value-add that 
each candidate will bring to the Board. The Diversity Policy 
has been recently updated in July 2019 to highlight the 
importance of diversity and inclusion in the Group’s culture, 
for enhanced value creation.

In this regard, the Board through its NC conducts an annual 
review of its size and composition to determine if the Board 
is the right size and has sufficient diversity with independent 
elements that fit the Company’s objectives and strategic 
goals. 

The Board has in place a Board Charter and Directors’ 
Assessment Policy which both limit the tenure of the 
Independent NEDs of the Company to nine (9) years or 
a cumulative period of nine (9) years with intervals, with 
the aim of enabling the Board to continuously maintain its 
objectivity and effectiveness. This limit applies unless an 
extension of the respective director’s service is approved 
by the shareholders.

As such, with the recommendation of the NC and Board,  
Dato’ Sri Roushan Arumugam whose tenure as an 
Independent NED of the Company would extend for longer 
than nine (9) years from 25 July 2020, will be seeking 
shareholders’ approval at the forthcoming AGM for him to 
continue in office as the Independent NED of the Company 
until the conclusion of the next AGM in year 2020.
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TENURE

40% 
2

1-3 years

60% 
3

>7 years
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As at 30 June 2019, the Board comprised three (3) Independent NEDs, one (1) Non-Independent NED and one (1) Executive 
Director who is the Managing Director of the Company. 

The diversity in the skills, experience, age, race/ethnicity (cultural background) and nationality of the existing Board are shown 
below:

board Diversity

COMPOSITION

Non-Independent Non-Executive 
Director

20% 
1

Non-Independent Executive
Director

20% 
1

Independent Non-Executive
Director

EXPERIENCE AND SKILLS*

* Individual Directors may fall into one or more categories

Note:
Numbers denote members of the Board.

Oil and gas 
experience

60% 
3

Business 
administration

60% 
3

Finance and 
banking

60% 
3

Engineering

60% 
3

Accounting and 
audit

40% 
2

Legal

20% 
1

60% 
3
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The Board annually assesses the effectiveness of the Board as 
a whole, with the Board Committees and Directors evaluated 
individually through the NC. The NC has engaged Boardroom 
Corporate Services Sdn Bhd to facilitate the annual assessment 
for FY2019. Based on the findings from the annual assessment 
for FY2019, our Board and Board Committees have discharged 
their roles and responsibilities in accordance with their respective 
charters.

Specific disclosures on the activities of the NC (including training 
attended by the Directors) are provided in the NC Report 
on page 106, and in the CG Report available on Hibiscus 
Petroleum’s website.

A total of twelve Board Meetings and eight ARMC meetings 
were held during FY2019.

The NC and RC meet at least once annually. The Senior 
Management have also attended Board Committee meetings 
by invitation, where required.

The attendance record of individual Directors at duly convened 
Board and Committee meetings are as follows:

Name Board ARMC NC RC

Number of meetings held 
during FY2019

12 8 3 3

Zainul Rahim bin Mohd Zain 12/12 8/8 3/3 3/3

Dr Kenneth Gerard Pereira 12/12 n/a n/a n/a

Dato’ Sri Roushan Arumugam 11/12 n/a 3/3 3/3

Thomas Michael Taylor 11/12 8/8 3/3 3/3

Dato’ Dr Zaha Rina Zahari 12/12 8/8 3/3 n/a

3. Remuneration

The Board has implemented the Directors’ Remuneration Policy, 
which prescribes the fundamental principles of remuneration 

RACE / ETHNICITY

40% 
2

Malay

40% 
2

Indian

20% 
1

European

Note:
Numbers denote members of the Board.

AGE

20% 
1

40-49 years

20% 
1

50-59 years Above 60 years

60% 
3

GENDER

20% 
1

Female Male

80% 
4

NATIONALITY

Malaysian

80% 
4

British

20% 
1
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and acknowledges the various phases that the Company will 
undergo in its evolution and growth process. In this regard, 
the prescribed policy has been updated in July 2019 to 
recognise that the nature of the Group’s business activities 
in the Exploration and Production (E&P) segment within the 
Oil & Gas industry requires a suitable mix of Directors with 
specialised technical knowledge, width and depth of relevant 
experience and business network, and to also emphasise 
that as the Group continues to undergo various phases in its 
growth evolution, the Directors’ Remuneration packages will 
be assessed annually by the RC to ensure that the Directors 
are fairly remunerated based on the financial performance 
of the Group, the nature and size of the Group’s operations, 
the scope of Directors’ duties and accountability, the level 
of engagement required from NEDs in the form of meetings, 
workshops and discussions, and/or market standard.

The Board recommends payments to the NEDs and reviews 
their remuneration annually. Pursuant to Section 230 of the 
Companies Act 2016 (Act), the Company is seeking shareholders’ 
approval for the payment of Directors’ fees and the meeting 
allowances to the NEDs from 5 December 2019 and up to 
the date of the next Annual General Meeting (AGM) of the 
Company to be held in 2020, to be paid quarterly in arrears.

Individual directors do not participate in the discussions and 
determination of their own remuneration.

The Directors are also, inter alia, reimbursed for expenses 
reasonably incurred in the course of the performance of 
their duties. This includes, but is not limited to, travel and 
accommodation.

The disclosure of the detailed remuneration of the NEDs for 
FY2019 and meeting allowances for the same period is provided 
in the CG Report.

Furthermore, it is also a policy of the Company that Executive 
Directors who are appointed to the Boards of associate and/or 
subsidiary companies of the Company which attract directors’ 
remuneration, fees, expenses or benefits, shall surrender to the 
Company such remuneration, fees, expenses or benefits as 
soon as practically possible after receipt, provided that such 
individual is fully and adequately protected and indemnified 
from all claims and liabilities that may be incurred by the 
individual concerned in discharging his or her duties in a lawful 
manner in the interest of the company on whose board he 
or she is serving.

MD’s Remuneration

The MD is remunerated in accordance with the terms of his 

employment contract. His remuneration is aligned with the scope 
of his duties and responsibilities, pre-requisite qualifications 
and experience, strategic targets and performance of the 
Group (amongst others).

The breakdown of the MD’s remuneration can also be referred 
to in the Audited Financial Statements on page 204.

PRINCIPLE b: EFFECTIVE AUDIT AND RISK MANAGEMENT

1. ARMC

The ARMC of the Company comprises three (3) members 
who are all NEDs, of which a majority are Independent NEDs, 
in compliance with Paragraph 15.09(1) of the MMLR. The 
ARMC is chaired by Mr Thomas Michael Taylor, who is also 
the Senior Independent NED. Annually, the composition of 
the ARMC is reviewed by the NC and recommended to the 
Board for approval. With the view to maintain an independent 
and effective ARMC, the NC ensures that only a NED who 
is financially competent, possesses the appropriate level of 
expertise and experience and has strong understanding of 
the Company’s business is considered for membership in 
the ARMC.

In addition to the duties and responsibilities set out under its 
TOR, the ARMC assists the Board in the review of the financial 
statements of the Group to ensure that they are prepared in 
compliance with the provisions of the Malaysian Financial 
Reporting Standards (MFRS), International Financial Reporting 
Standards (IFRS) and the requirements of the Act in Malaysia.

The ARMC members reviewed the Company’s quarterly financial 
reports and audited financial statements in the presence of 
external auditors prior to recommending them for approval 
by the Board. The Chief Financial Officer formally presented 
the quarterly financial reports to the ARMC and the Board, 
detailing the performance of the current quarter against the 
previous corresponding quarter results, the current year/period 
against the previous corresponding year/period results and 
the current quarter against the preceding quarter results. The 
external auditor’s reports are also considered by the ARMC 
in reviewing the financial statements of the Group.

The Board is ultimately responsible for presenting a clear, 
balanced and comprehensive assessment of the Group’s 
financial position, performance and prospects each time it 
releases its quarterly and annual financial statements to its 
shareholders, as well as ensuring that the financial statements 
give a true and fair view of the results of operations and the 
financial state of affairs of the Group.
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In the annual assessment on the suitability, objectivity and 
independence of the external auditors, the ARMC is guided 
by the factors as prescribed under Paragraph 15.21 of the 
MMLR as well as the External Auditor Independence Policy 
which was approved by the Board on 12 February 2014.

2. risk Management and internal Control framework

The Board has established a comprehensive and holistic 
framework for risk management and a sound internal control 
system, which has also undergone a periodic evaluation process 
during the financial year and been updated accordingly. The 
Board’s statement on risk management and internal control, 
which has been reviewed by the external auditors, is set out 
on pages 113 to 118 of this Annual Report.

The Board has established an internal audit function within 
the Company, which is headed by the Head of Internal Audit 
who reports directly to the ARMC.

PRINCIPLE C: INTEGRITY IN CORPORATE REPORTING AND 
MEANINGFUL RELATIONSHIP WITH STAKEHOLDERS

1. Communication with stakeholders

The Company is guided by the corporate disclosure guide 
for directors issued by Bursa Securities to promote timely 
and high-quality disclosure of material information to the 
public. We have enhanced a process for the preparation of 
announcements to Bursa Securities, which is coordinated 
between the Corporate Finance, Corporate Governance, 
Company Secretarial, Investor Relations, Finance, and Legal 
teams to ensure that the information to be disclosed is properly 
verified before it is disseminated. Depending on the type of 
information to be released, prior approval of the Board may 
be obtained; otherwise, the approval of the MD is attained.

As a responsible corporate citizen, the Group’s spokespersons 
adhere to the Corporate Disclosure Policies and Procedures 
in their interaction with the Group’s stakeholders.

The Group leverages on information technology to  
disseminate vital information to the public. From its website 
(www.hibiscuspetroleum.com), stakeholders can access 
information such as annual reports, quarterly reports, notice 
of general meetings, investor briefing slides, press releases, 
public announcements and responses to frequently asked 
questions, amongst others. There are also dedicated sections 
on corporate governance and financial results.

We recognise the importance of shareholder engagement,  
which is reflective of the Board’s fiduciary duties to the 
shareholders. The Board believes that clear and consistent 
communication encourages better appreciation of our activities 
and further allows our business and its prospects to be 
better understood and evaluated by the shareholders. Press 
conferences are initiated at regular intervals to keep the media 
abreast on the Group’s performance and recent developments, 
amongst others. Webcasts are also used by the Management 
of the Group as a communications tool to ensure that critical 
information (e.g. quarterly financial updates) is released with 
the relevant degree of explanation. In addition, the Group has 
also been providing answers to various questions posed by 
shareholders vide an open forum on our website.

The Board also encourages other channels of communication 
with the stakeholders.

If required, queries or concerns may be directed to the Board 
through the Chair or the Senior Independent NED:

Encik Zainul Rahim bin Mohd Zain 
(Chair)
Email  : zainulrahim@hibiscuspetroleum.com 
Tel  : +603 2092 1300
Fax   : +603 2092 1301

Mr Thomas Michael Taylor 
(Senior Independent Non-Executive Director) 
Email  : tmiketaylor@hibiscuspetroleum.com 
Tel  : +603 2092 1300
Fax   : +603 2092 1301

2. The Constitution

The Constitution of the Company was adopted in place of the 
Memorandum and Articles of Association of the Company, 
pursuant to the approval of the shareholders at the 8th AGM 
of the Company held on 4 December 2018. The Constitution,  
which is in alignment with the Act, the MMLR of Bursa Securities 
and/or other applicable laws, regulations and guidelines, regulates 
the manner in which the Company is governed.

3.  Conduct of General Meetings

The Company’s AGM is an important means of communicating with 
its shareholders. To ensure effective participation of and engagement 
with shareholders at the 8th AGM, all members of the Board were 
present at the meeting to respond to the questions raised by the 
shareholders or proxies. The Chair of the Board conducted the 8th 
AGM in an orderly manner and allowed the shareholders or proxies 
to speak at the meeting. The MD presented to the meeting the 
overall performance of the Company. The Senior Management of 
the Company were also present to respond to any enquiries from 
the shareholders. In line with good CG practice, the notice of the 
8th AGM was issued at least 28 days before the AGM date.

Voting at the 8th AGM was conducted through an electronic voting 
system. The Company continues to explore the leveraging of 
technology, to enhance the quality of the engagement with its 
shareholders and facilitate further participation by shareholders 
at AGMs of the Company.

The Board is pleased to report that the Group has been, and 
is continuously committed to, operating within its established 
governance framework which has been designed to foster 
transparency, integrity and good standards of behaviour of all 
personnel within the Group.

As part of efforts to further strengthen the governance establishment 
within the Group, future considerations for improvement which are 
being considered include integrating associated responsibilities 
in one document to facilitate reference and reviewing the need 
for more specific guidelines for certain areas, instead of overview 
principle-based ones, to further tighten and streamline the behaviour 
of personnel within the operating environment of the Group.

This CG Overview Statement was approved by the Board on 
1 October 2019.
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