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Characteristics of good governance
l l l l l Participa-
tion. Partici-
pation by both
men and
women is a
key corner-
stone of good
governance.
Participation
could be ei-
ther direct or
through legiti-
mate interme-

diate institutions or representatives.
lllll Rule of law. Good governance re-
quires fair legal frameworks that are en-
forced impartially. Impartial enforcement of
laws requires an independent judiciary and
an impartial and incorruptible police force.
lllll Transparency. Transparency means
that decisions taken and their enforcement
are done in a manner that follows rules and
regulations.
lllll Responsiveness. Good governance
requires that institutions and processes try

to serve all stakeholders within a reason-
able timeframe.
lllll Consensus oriented. Good gover-
nance requires mediation of the different
interests in society to reach a broad con-
sensus in society on what is in the best
interest of the whole community and how
this can be achieved.
lllll Equity and inclusiveness. A
society’s well being depends on ensuring
that all its members feel that they have a
stake in it and do not feel excluded from
the mainstream of society.
lllll Effectiveness and efficiency. Good
governance means that processes and in-
stitutions produce results that meet the
needs of society while making the best use
of resources at their disposal.
lllll Accountability. Accountability is a key
requirement of good governance. Not only
governmental institutions but also the pri-
vate sector and civil society organizations
must be accountable to the public and to
their institutional stakeholders.

 Source:  http://www.unescap.org/pdd/prs/

ProjectActivities/Ongoing/gg/governance.asp

Role of the chair
The chair of the board plays a crucial role
in the proper functioning of the board. The
chair provides leader-
ship to the board and is
responsible for its ef-
fective overall function-
ing, including maintain-
ing a relationship of trust
with board members.
The chair should pos-
sess the requisite expe-
rience, competencies and personal quali-
ties in order to fulfil these responsibilities.
The chair should ensure that board deci-
sions are taken on a sound and well in-
formed basis. The chair should encourage
and promote critical discussion and ensure
that dissenting views can be freely ex-
pressed and discussed within the decision-
making process. The chair should dedicate
sufficient time to the exercise of his or her
responsibilities.

To promote checks and balances, the
chair of the board should be an indepen-

dent o r
n o n e x e c u t i v e
board member. In
j u r i s d i c t i o n s
where the chair is
permitted to as-
sume executive
duties, the bank
should have mea-

sures in place to mitigate any adverse im-
pact on the bank’s checks and balances,
e.g., by designating a lead board member,
a senior independent board member or a
similar position and having a larger num-
ber of non-executives on the board.

Source:  Guidelines, Corporate Governance

Principles for Bank (published by the Bank for

International Settlements (BIS))

Oversight of senior
management

The board should select the CEO and may

select other key personnel, including

members of senior management. The

board should provide oversight of senior

management. It should hold members of

senior management accountable for their

actions and enumerate the possible con-

sequences (including dismissal) if those

actions are not aligned with the board’s

performance expectations. This includes

adhering to the

bank’s values,

r isk appet i te

and r isk cul-

ture, under all

c i r c u m -

stances. In do-

ing so, the

board should:

t monitor

that senior

management’s actions are consistent with

the strategy and policies approved by the

board, including the risk appetite;

t meet regularly with senior manage-

ment;

t question and critically review expla-

nations and information provided by se-

nior management;

t set appropriate performance and re-

muneration standards for senior manage-

ment consistent with the long-term stra-

tegic objectives and the financial sound-

ness of the bank;

t assess whether senior

management’s collective knowledge and

expertise remain appropriate given the na-

ture of the business and the bank’s risk

profile; and

t be actively engaged in succession

plans for the CEO and other key positions,

as appropriate, and ensure that appropri-

ate succession plans are in place for se-

nior management positions.

Source:  Guidelines, Corporate Governance

Principles for Bank (published by the Bank for

International Settlements (BIS))

“No man is good enough to govern another man

without the other’s consent”
--Abraham Lincoln
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Board’s overall responsibilities
The board has overall responsibility for the
bank, including approving and overseeing
management’s implementation of the
bank’s strategic objectives, governance
framework and corporate culture. The board
has ultimate responsibility for the bank’s
business strategy and fi-
nancial soundness, key
personnel decisions, inter-
nal organisation and gover-
nance structure and prac-
tices, and risk management
and compliance obligations.
The members of the board
should exercise their “duty
of care” and “duty of loyalty”
to the bank under appli-
cable national laws and, ac-
cordingly, the board should:

l actively engage in the affairs of the
bank and keep up with material changes in
the bank’s business and the external envi-
ronment as well as act in a timely manner
to protect the long term interests of the bank;
l oversee the development of and ap-
prove the bank’s business objectives and
strategy and monitor their implementation;
l play a lead role in establishing the
bank’s corporate culture and values;
l oversee implementation of the bank’s
governance framework and periodically re-
view that it remains appropriate in the light
of material changes to the bank’s size, com-
plexity, geographical footprint, business
strategy, markets and regulatory require-
ments;
l Establish, along with senior manage-
ment and the CRO, the bank’s risk appe-

tite, taking into account the competitive and
regulatory landscape and the bank’s long-
term interests, risk exposure and ability to
manage risk effectively;

l oversee the bank’s adherence to the
RAS, risk policy and risk
limits;
l approve the approach
and oversee the imple-
mentation of key policies
pertaining to the bank’s
capital adequacy assess-
ment process, capital and
liquidity plans, compliance
policies and obligations,
and the internal control
system;
l require that the bank

maintain a robust finance function respon-
sible for accounting and financial data;
l approve the annual financial state-
ments and require a periodic independent
review of critical areas;
l approve the selection and oversee the
performance of the CEO, key members of
senior management and heads of the con-
trol functions;
l oversee the bank’s approach to com-
pensation, including monitoring and review-
ing executive compensation and assessing
whether it is aligned with the bank’s risk cul-
ture and risk appetite; and
l oversee the integrity, independence
and effectiveness of the bank’s policies and
procedures for whistleblowing.

Source:  Guidelines, Corporate Governance Prin-

ciples for Bank (published by the Bank for Inter-

national Settlements (BIS))

The Collevecchio Declaration on
financial institutions and sustainability

Financial institutions (FIs) such as banks
and asset managers can and must play a
positive role in advancing environmental and
social sustainability. This declaration calls
on FIs to embrace six commitments that
reflect civil society’s expectations of the role
and responsibilities of the financial services
sector in fostering sustainability and take
immediate steps to implement them as a
way for FIs to retain their social license to
operate. Thus, an appropriate goal of FIs
should be the advancement of environmen-
tal protection and social justice rather than
solely the maximization of financial return.
To achieve this goal, FIs should embrace
the following six commitments:

1.Commitment to Sustainability. FIs must
expand their missions from ones that priori-
tize profit maximization to a vision of social
and environmental sustainability. A commit-
ment to sustainability would require FIs to
fully integrate the consideration of ecologi-
cal limits, social equity and economic jus-
tice into corporate strategies and core busi-
ness areas (including credit, investing, un-
derwriting and advising), to put sustainability

objectives on an equal footing to shareholder
maximization and client satisfaction, and to
actively strive to finance transactions that
promote sustainability.
2.  Commitment to “Do No Harm.” FIs
should commit to do no harm by preventing
and minimizing the environmentally and/or
socially detrimental impacts of their portfo-
lios and their operations. FIs should create
policies, procedures and standards based
on the Precautionary Principle to minimize
environmental and social harm, improve
social and environmental conditions where
they and their clients operate, and avoid in-
volvement in transactions that undermine
sustainability.
3.  Commitment to Responsibility. FIs
should bear full responsibility for the envi-
ronmental and social impacts of their trans-
actions. FIs must also pay their full and fair
share of the risks they accept and create.
This includes financial risks, as well as so-
cial and environmental costs that are borne
by communities.
4.  Commitment to Accountability. FIs
must be accountable to their stakeholders,
particularly those that are affected by the

companies and activities they finance. Ac-
countability means that stakeholders must
have an influential voice in financial decisions
that affect the quality of their environments
and their lives—both through ensuring that
stakeholders’ rights are protected by law,
and through practices and procedures
adopted by FIs themselves.
5.  Commitment to Transparency. FIs
must be transparent to stakeholders, not
only through robust, regular and standard-
ized disclosure, but also by being respon-
sive to stakeholder needs for specialized
information on FIs’ policies, procedures and
transactions. Commercial confidentiality
should not be used as an excuse deny stake-
holders information.
6.  Commitment to Sustainable Markets
and Governance. FIs should ensure that
markets are more capable of fostering
sustainability by actively supporting public
policy, regulatory and/or market mecha-
nisms that facilitate sustainability and that
foster the full cost accounting of social and
environmental externalities.

Source: www. financeadvocacy.org

Board committees

To increase efficiency and allow deeper fo-

cus in specific areas, a board may estab-

lish certain specialised board committees.

The committees should be created and

mandated by the full board. The number and

nature of committees depend on many fac-

tors, including the size of the bank and its

board, the nature of the business areas of

the bank, and its risk profile.

Each committee should have a char-

ter or other instrument that sets out its man-

date, scope and working procedures. This

includes how the committee will report to

the full board, what is expected of commit-

tee members and any tenure limits for serv-

ing on the committee. The board should con-

sider theoccasional rotation of members and

of the chair of such committees, as this can

help avoid undue concentration of power and

promote fresh perspectives.

A committee chair should be an inde-

pendent, non-executive board member. Ex-

ample of board committees include:  Audit

committee; risk committee; compensation

committee; other specialized committees

include: Nomination/human resources/gov-

ernance committee; Ethics and compliance

committee.

Source:  Guidelines, Corporate Governance Prin-

ciples for Bank (published by the Bank for Inter-

national Settlements (BIS))


