REVIEW OF GOVERNANCE FRAMEWORK
1.   BACKGROUND:
      At the meeting of 31 October 2007, SCoAG requested the AG to review     its Governance Framework, focusing on;

· The Auditor-General as a single Unitary Board

· The appointment of external auditors

· The appointment of the Audit Committee by the DAG

In the past and also in their report to Parliament dated 13 November 2007, SCoAG commented about their unsatisfactory relationship with the Audit Committee and requested that it be fine-tuned.
2.     EXISTING GOVERNANCE STRUCTURES

The current governance structures are the National Assembly, SCoAG, the Auditor-General, the DAG, the Audit Committee, Remuneration Committee, Quality Assessment Committee, Exco and its sub-committees.
The AG is a single, unitary Board which is accountable to the National Assembly via SCoAG.  There are some checks and balances to guard against any possible abuse and to ensure transparency.
In reviewing the current Framework, we were guided by, amongst others, the PAA, the Constitution and corporate governance principles one of which stipulates that an organisation must ensure that no one person or a block of persons has unfettered power and that there is an appropriate balance of power and authority in the board.
In addition we benchmarked against other Supreme Audit Institutions e.g. Netherlands and United Kingdom which indicated that all Commonwealth (Westminster) models reflected a sole corporation structure i.e. AG is single person institution at the head of his audit office..
The relationships between these structures and their reporting lines have been redefined to mitigate risks and to bring them in line with King and best practice to the extent that they do not violate the Constitution.
3.    GAPS AND WEAKNESSES IN THE FRAMEWORK
One of the key governance principles is to ensure that through a managed and effective process, board appointments are made that provide a mix of proficient directors each of whom is able to add value and to bring independent judgement to bear on the decision-making process. The AG does not have the benefit of diverse skills to assist him in decision-making.
The DAG sits in many committees and by virtue of his position, has the potential to play a dominant role.  This is in violation of the principle which stipulates that no one person has unfettered power and that the roles of officials, especially senior ones, should be separated. 
Although the AG is the Board, he has no role in the appointment of the external auditors.
Although it is best practice to have an Executive Committee to assist the CEO, in our case it exists at the pleasure of the DAG and should he/she want to dispense with it, he/she can do so at will.

4.     POSSIBLE OPTIONS
4.1   OPTION 1
Unitary Board as per King 2
Having regard to the arguments raised above and to the literature that has been surveyed, it is possible to opt for a normal unitary Board as it is understood in the corporate world.
4.1.1Benefits

· Diverse skills

· Minimising the risks attendant to decisions taken by  person 

· Eliminate the possibility of abuse of power 

· Enjoys the benefit of a balance of executive and non-   executive      directors
· Entrenches the status of the Executive Committee
4.1.2 Disadvantages

· Violates the Constitution

· Will undermine the independence of the Auditor-General
· Will not be in line with best practice in the context of common   wealth countries 
This option is not recommended
4.2. OPTION 2

Sole Unitary Board with checks and balances

Retain the status quo but strengthen governance structures in order to improve checks and balances.  As Valsamakis et al say, corporate governance refers to the relationships between the management, its Board, its shareholders and other relevant stakeholders an also the specific responsibilities of Boards of directors and management to ensure and to maintain these relationships.
In view of the uniqueness of the  AG and also imbued by the desire to come as closely as possible to best practice and King, we have attempted to redefine the relationships of various structures and their respective roles.  In addition, the term of office of independent, external committee Board members is limited with a provision for rotation.  
The intention is to sustain independence and rotation is to ensure continuity.
4.3 RECOMMENDATION
4.3.1 Option 2 is recommended as it can be done immediately with minor amendments to the PAA

4.3.2 Option 1 would require Constitutional amendments which would cause delays

4.3.3 The changes as per Option 2 protects the AG’s independence whilst aligning the AG’s Governance Framework with King 2 where possible

5.  ASPECTS TO ENSURE CHECKS AND BALANCES:
5.1 PAA Amendments – please refer to Annexure “A”
5.2 Enhanced consultation between the AG and SCoAG 

5.3 Audit Committee’s governance role has been strengthened e.g. independent members and the direct reporting line to SCoAG.   SCoAG to be consulted on the appointment of the Audit Committee.

5.4 Advisory Board’s role clarified and Board given direct access to   SCoAG.

5.5 DAG’s role in various committees curtailed. 
5.6 Guidelines for the appointment of non-executive members

5.7 Recommendation role of Audit Committee clarified.
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