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BOARD CHARTER 
 

 

1. PURPOSE 

  
 The primary purpose of this Board charter is to outline the structure,  responsibilities and 

rights of the Board of Directors of Pacific & Orient Insurance Co. Bhd (“the Company” or 

“POI”). 

 

This Board charter supplements and does not in any way supersede the provisions of the 

Company’s Articles of Association (“Articles”), Financial Services Act 2013, the 

Companies Act 1965, the Bursa Malaysia Listing Requirements or any other legislations or 

regulations. 
  
  

2. OBJECTIVES 

  

 The objectives of this Board charter are to ensure that all Board members acting on behalf 

of the Company are aware of their duties and responsibilities as Board members and the 

various legislations and regulations affecting their conduct and to ensure that the principles 

of good Corporate Governance are applied in all their dealings, for and on behalf of the 

Company. 

  

  

3. BOARD LEADERSHIP 

  

 The Board of Directors of the Company (“the Board”) should provide leadership and vision 

to the Company, in a way that will enhance shareholders’ value and ensure long-term 

sustainable development and growth of the Company.  

 

The running of the Board and the executive responsibility for the running of the Company’s 

business are the two key tasks at the top of the Company.  There should be a clear division 

of responsibilities at the head of the Company to ensure a balance of power and authority, 

such that no one individual has unfettered powers of decision-making. 

 

The roles of the Chairman and the Chief Executive Officer (“CEO”) are separate, with 

responsibilities divided between them. 
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 3.1 The Chairman 

   

  (a) The Chairman has no executive functions. 

    

  (b) The Chairman is responsible for ensuring the integrity and effectiveness of the 

governance process of the Board. 

    

  (c) The Chairman is responsible for representing the Board to the shareholders. 

    

  (d) The Chairman must ensure that the contents and order of agenda are appropriate 

and that members of the Board have the relevant papers in good time.  The 

Chairman must also ensure that Board members are properly briefed on issues 

arising at board meetings and that all available information on an issue is before 

the Board. 

    

 3.2 The CEO 

    

  (a) The Board will appoint the CEO and set the terms of his appointment.  The CEO 

is also the executive director of the Company. 

    

  (b) The Board will link the Company’s governance and management functions 

through the CEO. 

    

  (c) The task of the CEO is to run the business of the Company and to implement 

the policies and strategies adopted by the Board.  The CEO must supervise and 

control the general management and operation of the Company within agreed 

constraints and limitations. 

    

  (d) All Board authority conferred on management is delegated through the CEO, 

so that the authority and accountability of management is considered to be the 

authority and accountability of the CEO so far as the Board is concerned. The 

Board must agree to the levels of sub-delegation immediately below the CEO. 

    

  (e) The Board will agree with the CEO the specific results directed towards the 

Company in achieving its goals through a series of authorized decisions and 

mandated actions within management limitations, directed at achieving such 

goals. 

    

  (f) Only decisions of the Board acting as a body are binding on the CEO.  Decisions 

or instructions of individual members of the Board or committees are not 

binding except in those instances where specific authorization is given by the 

Board. 

    

  (g) The CEO is expected to act within all specific authorities delegated to him by 

the Board. 

    

  (h) The CEO with the management team, is expected to ensure that the Company’s 

assets are adequately maintained and protected and not unnecessarily placed at 

risk and not to cause or permit anyone to substitute their own risk preferences 

for those of the shareholders as a whole. 

    



BOARD CHARTER 

4. BOARD MEMBERSHIP 

    

 4.1 Composition  

    

  The number of executive directors on the board of the Company should not exceed 

40% of the members of the Board and the composition of non-executive directors on 

the board should not be less than 60%. The majority of non-executive directors on the 

board of the Company should comprise independent directors. This is in compliance 

with Bank Negara Malaysia’s guidelines namely BNM/RH/GL/003-1 and 

BNM/RH/GL/003-2. 

 

As prescribed by BNM/RH/GL/003-2, at least two members of the Board of the 

Company should be qualified or experienced in finance-related disciplines, which at 

a minimum should be at a university degree level or have at a minimum of five years 

of working experience at the managerial level in these discipline. 

 

The Board is responsible to determine the appropriate size of the Board. The 

screening and evaluation process for potential new directors and directors to be 

nominated for re-election or re-appointment are delegated to the Nominating 

Committee (“NC”). 

 

On boardroom diversity, the Board is supportive of the gender boardroom diversity 

recommended by Code 2012. The board through the NC will review the proportion 

of the female to male board members during the annual assessment of the Director’ 

performance taking into consideration the appropriate skills, experience and 

characteristics required of the Board Members, in the context of the needs of the 

Company. 

 

The Board composition must also be sufficient to: 

 

  (a) ensure a wide range of qualifications, skills and knowledge, views and 

experience, towards achieving the Company’s goals; and 

    

  (b) achieve the balance of skills, experience, and professional and industry 

knowledge necessary to meet the Company’s strategic objectives. 

    

  The Board shall be responsible for recommending its members for election or 

appointment by the shareholders. 

    

 4.2 Appointment 

    

  All members of the Board are involved in the process of assessing, nominating and 

appointing new Directors. Procedures for appointment to the Board shall be formal 

and transparent, and on such basis as the Board may determine. For any appointment 

of Directors, the Company is required to seek the necessary approval from Bank 

Negara Malaysia (“BNM”) as required by the Financial Services Act 2013. 

    

 4.3 Size of Board 

    

  The size of the Board is dictated by the Articles which permits a minimum of five and 

maximum of ten directors to be appointed to the Board. This is in compliance with 

provisions of BNM/RH/GL/003-1. 
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 4.4 Time Period of Office 

    

  (a) Board members have fixed term of appointment as approved by Bank Negara 

Malaysia, but are also subject to retirement by rotation and re-election in 

accordance with the Articles. 

    

  (b) New Board members will only hold office until the next annual general meeting 

at which they will retire and become available for election or upon expiry of the 

appointment date approved by Bank Negara Malaysia. 

    

  (c) Termination of service/employment contract or expiry of the appointment date 

approved by Bank Negara Malaysia will result in resignation from the Board. 

    

 4.5 Retirement Age 

    

  A director who has attained the age of 70 prior to the Annual General Meeting of the 

Company in any year shall retire from office at such Annual General Meeting unless 

he is re-appointed as a director to hold office until the next Annual General Meeting 

of the Company.  This is in compliance with the provision of the Companies Act, 

1965. 

    

 4.6 Reward System 

    

  (a) The Board will determine the level of remuneration paid to non-executive 

directors within any limitations imposed by shareholders. 

    

  (b) Levels and make-up of remuneration should be sufficient to attract and retain 

the Board members needed to run the Company successfully, but the Company 

should avoid paying more than is necessary for this purpose. 

    

  (c) The CEO’s remuneration will be reviewed annually by the Board. 

    

  (d) Executive members will receive no fees but will be paid as employees of the 

Company in accordance with their contracts of employment with the Company. 

    

  (e) No Board member will be involved in deciding his own remuneration. 

    

 4.7 Induction of new director 

    

  (a) 

 

On appointment, new members will have the benefit of an induction programme 

aimed at deepening their understanding of the Company and the business 

environment and markets in which the Company operates that includes 

background material and corporate/business profile.  The induction programme 

will entail the following: 

    

    knowledge of the Company (ownership power, rules, regulations,  board 

structure, membership and processes); 

 knowledge of the business (business processes, corporate strategies, 

organization, management and people); and 

 knowledge of the financials (annual accounts, directors’ reports, trends of 

the key financial ratios and financial performance of the business). 
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  (b) New Board members with no or limited board experience shall receive 

development and training to inform them of their duties, including fiduciary 

responsibilities, powers and potential liabilities. 

    

 4.8 Directors’ Training 

    

  (a) All Board members are expected to keep themselves abreast of changes and 

trends in the business and in the Company’s environment and markets, which 

shall include changes and trends in the economic, political, social and legal 

climate generally. 

    

  (b) All Board members shall also undergo the FIDE Core Programme as organised 

by Bank Negara Malaysia or its associates. This programme ensure that the 

Board members continuously possess the appropriate level of awareness in 

relation to: 

    

    their duties, responsibilities and powers; 

 the legal responsibilities of each Board members; 

 changes in legislations and governing policies of the relevant authorities; 

 Enhancing their skills and knowledge in both statutory and regulatory 

requirements. 

    

    

5. BOARD RESPONSIBILITIES 

    

 The Board of Directors (“Board”) is responsible for the proper stewardship of the Company. 

The Board is to ensure the maximisation of shareholders’ value and safeguarding the 

stakeholders’ interests including securing sustainable long-term financial results and 

increasing shareholders value. Hence, the Board should collectively have sound and 

sufficient knowledge and expertise to enable effective governance and oversight. 

 
Generally, a director’s responsibilities include: 

 

  (a) To be aware of the Company operating environment and promote safety and 

soundness of the Company; 

    

  (b) To be diligent in undertaking his duties and avoid conflict of interest situation; 

    

  (c) To understand his oversight role and exercise independent judgment in decision 

making; 

    

  (d) To devote adequate time and attention to discharge his duties and 

responsibilities effectively; and 

    

  (e) To contribute actively to functions of the board and be able to provide sound 

and objective advice. 
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  The Board has the following major responsibilities, which facilitate the discharge of   

the Board’s stewardship in the pursuit of the best interest of the Company: 

    

  (a) Adopting and reviewing a strategic plan for the Company; 

    

  (b) Overseeing the conduct of the Company’s business to evaluate whether the 

business is being properly managed and sustained; 

    

  (c) Identifying principal risks and ensuring the implementation of appropriate 

systems to manage these risks; 

    

  (d) Succession planning, including appointing, training, fixing the remuneration of  

and where appropriate, replacing key senior management of the Company; 

    

  (e) Developing and implementing an investor relations programme or   

communications policy for the Company; and 

    

  (f) Reviewing the adequacy and integrity of the Company’s internal control 

systems and management information systems, including systems for 

compliance with applicable laws, regulations, rules, directives and guidelines. 

    

  The schedule of matters listed in the Appendix A are reserved for the collective 

decision of the Board. 

    

  The day-to-day management will be in the hands of the CEO, Chief Operating Officer 

and management. 

    

    

6. BOARD STRUCTURES  

    

 6.1 Board Committees 

    

  The Board is authorized to form committees, when it is efficient or necessary to 

facilitate efficient decision-making to assist the Board in the execution of its duties. 

Delegating authority to Board committees does not in any way mitigate or dissipate 

the discharge by the Board of their duties and responsibilities. 

 
There shall be transparency and full disclosure from the committees to the Board, 

except where the committee has been mandated otherwise by the Board. 

 
The Board committees will observe the same rules of conduct and procedures as the 

Board, unless the Board determines otherwise. 

 

The Board committees will only speak or act for the Board when so authorized.  The 

authority conferred on a committee will not derogate from the authority delegated by 

the Board to the CEO, who is also the executive director of the Company. 

 

All such committees must be provided with written terms of reference which state 

clearly the extent and limits of their responsibilities and authority, specifically 

whether they have authority to decide on behalf of the Board or are to report back to 

the Board. 
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There shall be established the following committees: 

    

  (a) 

(b) 

(c) 

(d) 

Audit Committee; 

Risk Management Committee; 

Nominating Committee; and  

Remuneration Committee. 

    

  The respective committees’ terms of reference are not set out in the Appendices B, 

C, D, and E. 

    

    

7. BOARD MEETINGS 

    

 7.1 Board members are expected to participate fully and constructively in Board 

discussions and other activities and to bring the benefit of their particular knowledge, 

skills, and abilities to the Board table. 

    

 7.2 Frequency and Quorum 

    

  (a) Meetings of the Board will be held at such time and at such venue as the Board 

deems appropriate, but it will meet at least six times annually or more where 

circumstances necessitate. 

    

  (b) The quorum necessary for the transaction of business is fixed by the Articles of 

Association of the Company. 

    

 7.3 Agenda and Meeting Papers 

    

  (a) An agenda is prepared prior to the meeting, raising issues that require attention, 

ensuring that proceedings are conducted efficiently and all appropriate matters 

addressed.  The CEO and the Company Secretary must also work with the 

Chairman on preparing the agenda. 

    

  (b) The Company Secretary must circulate the agenda and other meeting papers to 

the Board members on a timely basis. 

    

 7.4 Conflict of Interest 

    

  (a) Board members are required to inform the Board of conflict or potential conflict 

of interest they have in relation to particular items of business, preferably in 

advance. 

    

  (b) Board members are required to disclose their direct or indirect shareholdings in 

the Company, other directorships and any potential conflict of interest. 

    

  (c) Board members should abstain from deliberation/discussion or decisions on 

matters in which they have a conflicting interest. 
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 7.5 Minutes 

    

  (a) Minutes of each meeting shall be distributed to all Board members on a timely 

basis. 

    

  (b) Minutes of the Board meeting will be duly entered in the Minutes Books kept 

by the Company Secretary. Such minutes shall be signed by the Chairman of 

the next succeeding meeting and if so signed, shall be conclusive evidence 

without any further proof of the facts thereon stated. 

    

    

8. EXTERNAL PROFESSIONAL COMMITMENTS 

    

 The external professional commitments of each director should not exceed 12 companies. 

The calculation of the number of the external professional commitments should be in line 

with the Main Markets Listing Requirements.  

    

    

9. INTERNAL CONROL INCLUDING RISK MANAGEMENT 

    

 9.1 The Board should maintain a sound system of internal control to safeguard the 

shareholders’ investment and the Company’s assets.  This would cover not only 

financial controls but operational controls, compliance controls and risk management. 

    

 9.2 In this context, the Board shall explicitly assume the following specific 

responsibilities: 

    

  (a) Reviewing the adequacy and the integrity of the Company’s internal control 

systems and management information systems, including systems for 

compliance with applicable laws, regulations, rules, directives and guidelines. 

 
In order to effectively discharge the above responsibilities, the Board has 

outsourced its Internal Audit Function to Pacific & Orient Bhd, its holding 

company.  

    

  (b) Identifying principal risks and ensuring the implementation of appropriate 

systems to manage these risks. 

 
In order to effectively discharge the above responsibilities, the Board has 

adopted an Enterprise Risk Management Policy which will be implemented by 

the Risk Management Committee.  The Enterprise Risk Management Policy is 

attached as Appendix F and forms part of this Board charter. 

  
The responsibilities and duties of Risk Management Committee are set out in 

its Terms of Reference, attached as Appendix C. 

    

    

10. CHANGES TO BOARD CHARTER  

    

 This Board Charter is approved by the Board and is subject to changes in laws and 

regulations. Changes to this Board Charter may only be authorised by the Board. 
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APPENDIX A 

 

SCHEDULE OF MATTERS RESERVED FOR COLLECTIVE DECISION OF THE 

BOARD 

 

1. Acquisitions and disposals of assets exceeding RM250,000. 

  

2. Related party transactions of a material nature which is defined as transactions exceeding 

the lower of RM250,000 or 1% of the insurance fund surplus determined at the end of the 

preceding financial year. 

 

 (The Board should review from time to time any impending transaction committed by the 

Company which triggers the holding company to comply with Chapter 10 of the Main 

Market Listing Requirements.) 

 

3. Various guidelines formalized for the core functions of the Company namely 

underwriting, claims, investment & reinsurance. 

 

4. Corporate policies on investment (including the use of derivatives), underwriting, 

reinsurance, claims management and risk management 

   

5. The outsourcing of core business function 

 

 The following are permitted core business functions that do not require prior BNM’s 

approval, which are within the purview of the Board: 

 

 Information technology support services; 

 Human resource and administration/management; 

 Corporate secretarial services; 

 Tax related services; 

 Special purpose feasibility studies; 

 Business process review; and 

 Mail dispatch services related to batching, sorting and delivery of statements  of 

accounts to agents and brokers. 

 

 As provided for in the Guidelines on Minimum Audit Standards for Internal Auditors of 

Financial Institutions (JPI/GPI 13), the Company may utilize the services of its group 

internal auditors to carry out internal audits of its operations. No prior BNM’s approval is 

required. 

  

 Nevertheless, prior BNM’s approval is to be obtained on future outsourcing of the core 

business functions besides the above permitted activities.  

 
6.  Delegation to Management 

 
  Distinctions must be maintained between executive operational day-to-day functions and 

the overall responsibility of the Board. 
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  The Board may delegate power to any committee, director or officer, employee, expert or 

any other person. However, the directors are still charged with the responsibility “for the 

exercise of such power by the delegates” as if such power had been exercised by the 

directors themselves, in accordance with Section 132(1F) of the Companies Act 1965. 

 

7.     Setting of Management Limits 

  

    The Board should: 

 

 specify the parameters within which management decisions are to be made; and 

 ensure clearly articulated legal-ethical boundaries.  

 

8.   Strategy Setting, Implementation and Supervisory 

 

  The Board should review the group’s (comprising the company and its subsidiaries, 

including associates where relevant) strategic direction, including the approval of 

corporate exercises or restructuring plans. 

 

9. Board Meetings and Agenda Setting 

 

 Timely receipt of Board and committee papers with accompanying notes and 

explanations for agenda items, preferably at least 7 days before the meeting. 

 

 Board resolutions passed by way of circular resolutions should be practiced 

sparingly, and individual Board members must exercise prudence in consenting to 

a circular resolution that involves the Company’s assets. 

 

 The Board should ensure that the minutes of the Board meetings are prepared on 

time and review the minutes to ensure completeness and accuracy. 

 

10. Board Processes in Meetings 

 

 A meaningful review of outstanding major action items from previous meetings. 

 

 A candid discussion of current issues, which may significantly affect the business 

of the company, should be encouraged. These issues include: 

 

o Risk management matters; 

o Major economic and industry trends; 

o Competitors’ action; 

o Adverse publicity/rumours concerning the company and/or its subsidiaries; 

o Change in regulatory requirements in the industry/business that the  

o Fluctuations in major raw material prices and supplies of the same; and      

o Monitoring of management’s performance 

 

 The Board should review the company’s performance, i.e. financial results and 

 operations of the current quarter, year-to-date and forecast, including budget 

 variance reporting. 
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11. Monitoring of Financial performance  

  

 With the assistance from its Board committee i.e. Audit Committee, which provides 

the Board with additional and more specialized oversight of the financial reporting 

process and assurance of the quality and reliability of the financial information to 

facilitate the discharge of the Board’s responsibility in respect of the timely 

preparation and issuance of financial statements, the Board is able to monitor the 

financial performance of the Company efficiently. 

  

 The Board should conduct a review of the company’s funding requirements on a 

continuing basis, including significant treasury matters, approval of financing 

arrangements, cheque and other signatories. 

 

 The Board should ensure proper procedures are put in place and that the financial 

statements (including quarterly/year-end announcements) of the group (comprising 

the company and its subsidiaries) are reviewed for integrity and approved for timely 

lodgment with, and/or release to, the various authorities and market. 

 

12. Effectiveness in Monitoring the System on Internal controls 

 

 The Board with the assistance from the Audit Committee, ensure that there is an 

unequivocal and demonstrable commitment to articulate, implement and review the 

company’s internal control systems. 

 

 Appropriate resources should be made available to set up and manage information 

systems to ensure that both the Board and management receive relevant and reliable 

information on a timely basis and that the company is not exposed to unmanaged 

financial and operational risks. 

 

 Periodic testing of the integrity of the internal control procedures and processes 

must be conducted to ensure the system set-up is viable and robust enough to assist 

management in realizing company objectives. 

 

13. Succession Planning, Self-Evaluation and Appointments 

 

 The Board must review and ensure that the appointment, resignation/termination of 

directors, company secretaries, auditors and key company officers are duly 

executed and documented. 

 

 There should be a request for, and proper consideration of, reports from the 

nominating committee on the performance of the Board, Board committee and 

individual directors. 
 

14. Remuneration Review 

 

 The Board should review for approval recommendation from the remuneration 

committee on remuneration packages of executive directors and recommend fees 

of directors for shareholders’ approval at the Annual General Meeting of the 

company. 
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 In addition in the review of the remuneration packages of executive directors, the 

Board through its Board committee, should also review the remuneration packages 

and evaluate the performance of the senior management.  

  

15. Stress Test Report 

 

 The Board and senior management should ensure that the management of stress test 

process is consistent with the licensed institution’s capital strength, management expertise 

and risk profile. 

 

 The Board should also discuss and approve the Stress test report prior to submission to 

BNM.  

 

16. Declaration of dividend 

 

 The Board should review the dividend policy of the Company and determine the amount 

of dividend to be declared subject to BNM’s approval. 

 


