
                                                        
[1]

               The new Code came into effect on 26 April 2017 
[2]

               The new Code is not legislation nor is it part of the Bursa Malaysia listing requirements 
[3]

               Malaysian Code on Corporate Governance 2017, para 6.1 
[4]

               See ‘GENERAL SECTION: Corporate Governance’ <https://www.sc.com.my/general_section/cg> 
[5]

               Supra n 3, para 4.1 
[6]

               Ibid, para 4.2 
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 New Governance Code in Malaysia 
 
The Malaysian Code on Corporate Governance 2017 released in April

[1]
 represents the third revision to the 

Code since its first introduction in 2000. The latest Code brings about significant changes to the Malaysian 
corporate governance regime, aimed at encouraging progression and emphasises conduct and outcomes 
from corporate governance practices.  

 

Although there is no formal sanction for non-compliance of the practices in the Code,
[2]

 companies should 
view corporate governance disclosures as an opportunity to demonstrate to stakeholders that they have 
holistic and effective corporate governance arrangements.

[3]
 While the Code is targeted at public listed 

companies, all companies including state-owned enterprises, small and medium enterprises and licensed 
intermediaries are encouraged to comply with the Code. 
 
The two substantive changes introduced by the new Code are the introduction of the “Comprehend, Apply 
and Report” (CARE) approach in respect of a public listed company’s adherence to the practices in the new 
Code and the revision to the recommended board composition of a company. 
 
CARE 
 
Hitherto, companies which were required to comply with the practices under the old Code had to explain the 
reasons for non-compliance of any practice in the old Code in their annual report.  
 
The CARE approach introduces a shift from the “comply or explain” method to an “apply or explain an 
alternative” method. Accordingly, under the new approach, a public company must provide a meaningful 
explanation in its annual report as to how it has applied each practice in the new Code or in the event of a 
departure from a practice, the company must provide an explanation for the departure and disclose the 
alternative practice and how the application of the practice achieves the intended outcome.  
 
This provides greater flexibility in the application of the practices in the new Code and is meant to encourage 
listed companies to put more thought and consideration when adopting and reporting on their corporate 
governance practices.

[4]
 

 
Board composition 
 
The new Code encourages objective and independent deliberation, review and decision-making by the 
Board. It is suggested that a Board comprising a majority of independent directors allows for more effective 
oversight of management. 

 
Accordingly, the new Code recommends that at least half of the board of directors of public listed companies 
must comprise of independent directors.

[5]
 In considering independence, it is necessary to focus not only on 

whether a director’s background and current activities qualify him or her as independent but also whether the 
director can act independently of management.

[6]
 

 
Previously, a majority of independent directors were only applicable in cases where the chairman of the 



                                                        
[7]

               Supra n 3, para 2.6 
[8]

               This is in line with the Securities Commission Malaysia’s view in promoting greater women participation on 
boards 

board is not an independent director. 
 
For Large Companies

[7]
 (i.e. companies on the FTSE Bursa Malaysia Top 100 Index or companies with 

market capitalisation of RM2 billion and above), there must be a majority of independent directors on the 
board. 
 
Other changes brought by the implementation of the new Code include stricter disclosure requirements 
relating to remuneration paid to directors (including all fees, salary, bonus, benefits-in-kind and other 
emoluments) and the requirement for the board of Large Companies to comprise at least 30% women 
directors.

[8]
  

 
The first batch of companies required to report on their conformance with the new Code consists of those 
public listed companies whose financial year ends on 31 December 2017. 
 
The new Code may be viewed here. 
 
(Past articles are available on our website). 
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