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CORPORATE GOVERNANCE REPORT 
 

STOCK CODE :  5284 
COMPANY NAME : LOTTE CHEMICAL TITAN HOLDING BERHAD 
FINANCIAL YEAR : December 31, 2019 
 

 

OUTLINE: 

 

SECTION A – DISCLOSURE ON MALAYSIAN CODE ON CORPORATE GOVERNANCE 

Disclosures in this section are pursuant to Paragraph 15.25 of Bursa Malaysia Listing 

Requirements. 

 

SECTION B – DISCLOSURES ON CORPORATE GOVERNANCE PRACTICES 

PERSUANT CORPORATE GOVERNANCE GUIDELINES ISSUED BY BANK NEGARA 

MALAYSIA 

Disclosures in this section are pursuant to Appendix 4 (Corporate Governance Disclosures) 

of the Corporate Governance Guidelines issued by Bank Negara Malaysia. This section is 

only applicable for financial institutions or any other institutions that are listed on the 

Exchange that are required to comply with the above Guidelines. 
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SECTION A – DISCLOSURE ON MALAYSIAN CODE ON CORPORATE GOVERNANCE 

Disclosures in this section are pursuant to Paragraph 15.25 of Bursa Malaysia Listing 

Requirements. 

 

Intended Outcome 

Every company is headed by a board, which assumes responsibility for the company’s 

leadership and is collectively responsible for meeting the objectives and goals of the 

company. 

 

Practice 1.1 

The board should set the company’s strategic aims, ensure that the necessary resources are 

in place for the company to meet its objectives and review management performance. The 

board should set the company’s values and standards, and ensure that its obligations to its 

shareholders and other stakeholders are understood and met. 

 

Application : Applied 

Explanation 
on 
application 
of the 
practice 

: The Board of Lotte Chemical Titan Holding Berhad’s (“the Company” or 
“LCT”) is focussed and committed in achieving its strategic aim to be a 
Top-Tier Petrochemical Company in South East Asia by 2024. 
 
Corporate Governance Framework 
 
A corporate governance framework is put in place by the Board to 
strengthen the oversight of operations, corporate governance, compliance, 
internal control and risk management of the Company. 
 
The governance framework outlining the Board Oversight, Engagement, 

Delegated Authority and Accountability is illustrated below:- 
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The other key elements of the Board’s corporate governance programme 
include the Board Charter, Terms of Reference of the Board Committees 
and Business Code of Conduct and Ethics (“BECOC”) that are accessible 
on the Company’s website at http://www.lottechem.my/company/gov.asp. 
 
We set out below how the Board has effectively carried out their role in 
2019. 
 
➢ Strategy engagement role   

 
The  primary role as a Board is to ensure sustainable value creation 
for the business and stakeholders. To this end, the Group’s business 
strategy and budget for the year was set together with Management at 
the beginning of the year.  The strategic growth was mapped to meet 
the five-year strategy.  Discussions addressed new risks amidst the 
emerging economic and business challenges facing the petrochemical 
industry. 

 
Sustainability, environment and safety were key issues that were 
reviewed in tandem with on-going initiatives undertaken by the 
Company. 

  
In crafting the strategic direction, the Board also actively engaged with 
Management in the assessment and evaluation of strategic initiatives 
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as well as future strategic intent to meet corporate objectives and 
growth strategies. A major initiative that was undertaken in 2019 was 
inviting Lotte Chemical Corporation, the major shareholder to 
participate in the Lotte Chemical Indonesia New Ethylene (“LINE”) 
Project in Indonesia. The Board deliberated, considered strategic 
alternatives, the benefits and risks as well as stakeholders interest 
before arriving at a decision. 

 
➢ Monitoring role  

 
The Board monitored management and financial performance against 
the Group’s strategies and objectives. In this respect, the Board 
received updates on operational and financial matters as well as any 
major initiatives underway, at every scheduled Board meeting and 
between meetings where necessary.  
 
The Board visited the project site for the proposed LINE Project at 
Cilegon, Indonesia. The Board also visited Lotte Chemical USA 
Corporation Shale Gas Plant in Lake Charles, Louisiana, United 
States of America. The visits provided the Board with a greater 
understanding of the overseas operations through briefings of the 
operations and future plans.  

 
➢ Leading corporate governance, risk and compliance 

 
The Board plays a leadership role in shaping and monitoring the 
corporate governance of the Group. 
 
The Board inculcates and encourages a corporate environment that 
prioritises compliance. Thus, robust reviews of the adequacy of the 
framework of controls as well as compliance with applicable policies, 
laws and regulations were periodically carried out. 
 
A separate Risk Management Committee was established on 1 
February 2019 to oversee risk whilst the existing Audit and Risk 
Management Committee was renamed as the Audit Committee. In the 
Board’s oversight role on risk, the Board assessed the procedures 
established to manage risk, reviewed the internal control and risk 
management frameworks, and provided valuable insights and 
feedback in the determination of the principal risks to the Company as 
well as evaluated the impact and actions taken to mitigate the risks. 
 

➢ Overseeing the Company’s executive remuneration structure and 
framework  
 
The remuneration structure was reviewed to ensure it remains aligned 
with the Company’s strategic objectives.  

 
➢ Effective Stakeholder engagement. 

 
The Board considered the needs of the stakeholders in their decisions.  
 
The Board reviewed stakeholder engagement practices and outcomes 
and where necessary, provided suggestions to improve the 
engagement process. 
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➢ Ethical Leadership 
 

Instilling and embedding an ethical corporate culture throughout the 
organisation is a key governance priority of the Board and 
Management. 

All employees and Board members are required to adhere to a high 
standard of ethical conduct and to act in accordance with LCT’s 
BECOC that also incorporates a whistleblowing process to address 
unethical or any illegal conduct. 

The Board has tasked the Audit Committee to oversee compliance 
monitoring and an oversight over any ethical concerns. 

There were no areas of concern raised via the whistleblowing process 
in 2019. 

The Audit Committee and the Board are also kept abreast of the 
compliance programme put in place during quarterly meetings. 
Compliance updates include status updates on adherence to laws, 
relevant legislations including training programmes to elevate the 
compliance level in the Company. 

The Board evaluates whether the programme is efficient and whether 
the programme is fully integrated with the operations. 

The Board is committed to a zero-tolerance policy on corruption and 
demands compliance with all relevant laws. The Board is working in 
tandem with Management to enhance compliance processes on anti-
bribery and anti-corruption. 

 
➢ Commitment to sustainability 
 

LCT’s sustainability aspirations are anchored on LCT’s core values 
upon which business strategies are formulated.   

 
Recognising the importance of reducing its impact on the environment, 
the Board together with Management has implemented initiatives in 
support of environmental improvement and sustainable development 
established from key focus areas. A materiality assessment that was 
carried out is detailed in the Sustainability Statement in the Integrated 
Annual Report.  

 
➢ Succession Planning 

 
The Board comprises highly qualified individuals from diverse 
backgrounds and experience that fosters strong debate and decision-
making. 

 
Recognising the importance of the board succession process, it is a 
key consideration that will be implemented to effectively address 
succession risks. 

 
Succession of key management is a continuous process and is 
considered in consultation with Management and the major 
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shareholder to identify, develop and retain capable and skilled 
employees in line with current and projected business objectives. 

 
➢ Having an effective communication platform with stakeholders 
 

Having an effective communication platform with stakeholders is a 
strategic priority of the Board. 

 
The Company’s Investor Relations activities for the year comprised of:- 

 
➢ Road shows 
➢ Briefing to investors and analysts after the release of quarterly 

financial results 
➢ Investors meetings 
➢ Annual General Meeting. 
➢ Extraordinary General Meeting  
 
The Board is updated quarterly on the activities carried out by the 
Investor Relations Unit during the quarter and the scheduled calendar 
of events proposed for the year. 
 
The Board also prioritises community outreach programmes and are 
updated on programmes undertaken by the Company on a regular 
basis.  

 
2019 CSR activities included the following:- 

 

•  Providing financial aid and other assistance to the under 
privileged. 

•  Providing inspirational and other educational      
programmes to children and youths in the local community. 

•  Promote healthy living in the communities. 

•  Creating sustainable value to communities by taking the 
lead on clean up campaigns and improving environmental 
awareness in the community. 

 
➢ Ensuring the integrity of the Company’s financial and non-

financial reporting 

The Board carries out a robust review of the Company’s operations 
against internal control and risk factors. 

The Board ensures that there is a qualified Management team to assist 
the Board in its oversight role for financial and non-financial reports.  In 
this respect, Management has set up a task force comprising Head of 
Divisions, Business Strategy and Planning and the CFO to review the 
quarterly reports from the business, strategic and financial reporting 
aspects to ensure that all relevant areas that are reasonably expected 
to impact the business is considered before the information is released 
to the public. 

 
The Board has also engaged the External Auditors to carry out a 
limited review of the quarterly financial statements to ensure 
information is in line with current accounting standards. 
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The Board draws guidance from the Disclosure Guides issued by 
Bursa Malaysia from time to time on Risk Management and Internal 
Control, Sustainability, Management Discussion and Analysis and 
Quarterly Reports. 

 

Explanation 
for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   



8 
 

Intended Outcome 

Every company is headed by a board, which assumes responsibility for the company’s 

leadership and is collectively responsible for meeting the objectives and goals of the 

company. 

 

Practice 1.2 

A Chairman of the board who is responsible for instilling good corporate governance 

practices, leadership and effectiveness of the board is appointed. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Chairman of the Board is Tan Sri Dato’ Abdul Rahman 

Mamat who is an Independent and Non-Executive Director. 

 

The role of the Chairman is to lead and manage the business of 
the Board to provide direction and focus, whilst ensuring there 
is a clear structure for the effective operation of the Board and 
its Committees. 
 

The Chairman encourages healthy debates on issues brought 
to the Board. Board members are given an opportunity to 
explain their point of view to which the others listen and 
respond. 
 

The Chairman of the Board and the Chairman of Board 
Committees communicate regularly with the Management and 
other Board Committee Members. 

 
The Chairman’s responsibilities include the following:- 

 
- Providing leadership for the Board to perform its 

responsibilities effectively; 
- Leading Board meetings and discussions; 
- Encouraging active participation and allowing dissenting 

views to be freely expressed; 
- Managing the interface between Board and 

Management; 
- Ensuring the appropriate steps are taken to provide 

effective communication with stakeholders and that their 
views are communicated to the Board as a whole;  

- Committing the time necessary to discharge effectively 
his role as Chairman; and  

- Leading the Board in establishing and monitoring good 
corporate governance practices in the Group. 

 

Explanation for 
departure 

:  
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Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Every company is headed by a board, which assumes responsibility for the company’s 

leadership and is collectively responsible for meeting the objectives and goals of the 

company. 

 

Practice 1.3 

The positions of Chairman and CEO are held by different individuals. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The positions of the Chairman and President & CEO are held by 
two different individuals and their roles are clearly separate and 
distinct. The separation of the roles is defined in the Board 
Charter which is available on the Company’s website at 
http://www.lottechem.my/company/gov.asp. 

The primary role of the Chairman is to lead the Board in its 

collective oversight and management of the Company. Our 

Chairman is Tan Sri Dato’ Abdul Rahman Mamat, an 

Independent Non-Executive Director. He leads the Board in 

establishing and monitoring good corporate governance 

practices in the Group. He encourages a culture of openness 

and constructive challenge that allows for diverse views to be 

considered and active engagement by all members of the Board. 

The separation of the roles allows for an independent review and 

ensures accountability by Management for meeting strategic 

objectives. 

The President & CEO of the Company is Dr. Lee Dong Woo. He 
is responsible for the day-to-day operations and implementing 
the Company’s policies and strategic decisions of the Board. He 
is assisted in his management role by his key management staff. 

With the separation of roles, no one individual has unfettered 
powers of decision.  
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Every company is headed by a board, which assumes responsibility for the company’s 

leadership and is collectively responsible for meeting the objectives and goals of the 

company. 

 

Practice 1.4 

The board is supported by a suitably qualified and competent Company Secretary to provide 

sound governance advice, ensure adherence to rules and procedures, and advocate 

adoption of corporate governance best practices. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Board is supported in its governance role by qualified 
Company Secretaries.  The Company Secretaries assist the 
Board in providing support on laws and regulations governing 
board processes.  The Company Secretaries also provide 
regular updates on changes in laws, regulations or practices that 
impact board governance. 

For 2019, the Board was updated on the Amendments to the 
Listing Requirements as well as the outcome on the Corporate 
Governance Monitor undertaken by the Securities Commission.   

The Company Secretaries keep abreast of developments of 
corporate governance practices and relevant laws by attending 
training, seminars and talks to enhance their knowledge and 
skills.   
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Every company is headed by a board, which assumes responsibility for the company’s 

leadership and is collectively responsible for meeting the objectives and goals of the 

company. 

 

Practice 1.5 

Directors receive meeting materials, which are complete and accurate within a reasonable 

period prior to the meeting. Upon conclusion of the meeting, the minutes are circulated in a 

timely manner. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: An annual tentative calendar was circulated in July 2019 and 
tabled to the Board for the scheduling of the Board or Board 
Committee meetings for the forthcoming year.  
 
Board papers contain sufficient detail to assist the Board in 
arriving at informed decisions. Board and Board Committees 
papers are furnished to the Directors and Board Committees at 
least 5 business days before a meeting unless in unavoidable 
circumstances. Deliberations of the Board and Board 
Committees are recorded in an adequate and timely manner and 
contain key points discussed at the meetings. Conflicts of 
interest are duly recorded and requirements from abstention on 
voting where relevant are duly adhered to. 

Minutes are tabled at the following Board Committees or Board 
Meeting for confirmation to ensure that they accurately reflect the 
discussions of the Meeting.    

Status of matters arising from the Board and Board Committee 
Meetings are tabled at the following meetings to ensure that they 
are duly acted upon. 

Use of circular resolutions are confined to administrative matters 
or is prepared as a follow up to matters already discussed at a 
meeting unless in unavoidable circumstances. Sufficient 
information pertaining to the resolution is circulated together to 
assist the Board Committees or Board in arriving at a decision. 
Executive Management also brief the Directors, where required.  

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

There is demarcation of responsibilities between the board, board committees and 

management.  

 

There is clarity in the authority of the board, its committees and individual directors. 

 

Practice 2.1 

The board has a board charter which is periodically reviewed and published on the 

company’s website. The board charter clearly identifies–  

▪ the respective roles and responsibilities of the board, board committees, 

individual directors and management; and 

▪ issues and decisions reserved for the board. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Board has in place a Board Charter which is accessible on 
the Company’s website. The Board Charter demarcates the 
responsibilities between the Board, Board Committees, 
President & CEO, individual Directors and Company Secretary.  
 
There is clarity in the authority of the Board, its Committees and 
individual Directors. 
 
Matters reserved for the Board are clearly detailed out in the 
Board Charter. 
 
The Board Charter serves as a reference to the Directors on the 
Board’s role, powers, duties and board processes for the 
effective discharge of their duties. 

 
The Board Charter shall be reviewed annually or on an ad hoc 
basis by the Board, and amended and/or updated as and when 
necessary to ensure consistency of governance practices and 
adherence to the relevant rules and guidelines.  

 
Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

The board is committed to promoting good business conduct and maintaining a healthy 

corporate culture that engenders integrity, transparency and fairness.  

 

The board, management, employees and other stakeholders are clear on what is considered 

acceptable behaviour and practice in the company. 

 

Practice 3.1 

The board establishes a Code of Conduct and Ethics for the company, and together with 

management implements its policies and procedures, which include managing conflicts of 

interest, preventing the abuse of power, corruption, insider trading and money laundering.  

 

The Code of Conduct and Ethics is published on the company’s website. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Company is committed to ensuring that all members of 
board, management and employees demonstrate a level of 
professionalism that reflects the Company’s commitment to 
LCT’s core values. 

  
 The Company has in place a Business Code of Conduct and 
Ethics (”BECOC”) covering among others, policies and 
procedures for managing conflicts of interest as well as 
preventing the abuse of power, corruption, proper use of 
Company’s assets and confidential information, insider trading 
and money laundering which is accessible on the Company’s 
website at http://www.lottechem.my/company/gov.asp. 

 
Management oversees and monitors implementation and 
execution of the Business Code of Conduct and Ethics. 
 
All employees and Board members are required to adhere to a 
high standard of ethical conduct and to act in accordance with 
LCT’s BECOC that also incorporates a whistleblowing process 
to address unethical or any illegal conduct. 

Reporting of unethical or illegal conduct is pursuant to the 
Whistleblower policy as contained in the BECOC. 
 
There were no disclosures on misconduct or ethical matters that 
were reported during the year. 
 
Directors are required to declare their respective interest in the 
shares of the Company and related companies and their 
interests in contracts or proposed contracts with the Company or 
any of its related companies. The Directors concerned abstained 
from deliberating and voting in relation to related party 
transactions and at any meeting of members convened to 
consider the matter. The recurrent related party transactions 
entered into by the Group with its related parties in 2019 are set 
out in the Company’s Integrated Annual Report 2019. 
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In addition, affected directors also abstained from voting on 
matters with regard to their own remuneration. 

  

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

The board is committed to promoting good business conduct and maintaining a healthy 

corporate culture that engenders integrity, transparency and fairness.  

 

The board, management, employees and other stakeholders are clear on what is considered 

acceptable behaviour and practice in the company. 

 

Practice 3.2 

The board establishes, reviews and together with management implements policies and 

procedures on whistleblowing. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Board encourages employees to report genuine concerns in 
relation to the breach of a legal or ethical obligation including 
fraud, corruption, criminal activity, breach of law, miscarriage of 
justice, conflict of interest, abuse and the cover up of any of 
these in the workplace. 
 
The Company has in place internal control measures as well as 
a risk management programme to strengthen the process in the 
organisation including a framework to identify, investigate and 
combat illegal, unethical or questionable practices. 
 
The Compliance Officer will escalate complaints of a material 
nature to the Audit Committee. There were no complaints that 
were reported during the year. 
 
The Whistleblower Policy is incorporated in the Business Code 
of Conduct and Ethics and accessible on the Company’s website 
at http://www.lottechem.my/company/gov/asp. The Policy along 
with the Business Code of Conduct and Ethics will be 
periodically reviewed to ensure its stays current and relevant. 
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Board decisions are made objectively in the best interests of the company taking into 

account diverse perspectives and insights. 

 

Practice 4.1 

At least half of the board comprises independent directors. For Large Companies, the board 

comprises a majority independent directors. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: Effective from 1 February 2019, the Board of Directors comprise 
of a majority of Independent Directors in compliance with 
Practice 4.1. The Board composition consists of 4 Independent 
Directors, 2 Executive Directors and 1 Non-Independent 
Director.  
 
The Independent Directors strengthen the decision-making 
governance process by providing diverse perspectives and 
insights in arriving at board decisions. Concerns and suggestions 
to improve governance are candidly raised in the presence of 
Executive Management. 
 
The Independent Directors actively carry out private sessions 
without the presence of the Executive Management during 
sessions with the External Auditors and Internal Auditors when 
required.  
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Board decisions are made objectively in the best interests of the company taking into 

account diverse perspectives and insights. 

 

Practice 4.2 

The tenure of an independent director does not exceed a cumulative term limit of nine years. 

Upon completion of the nine years, an independent director may continue to serve on the 

board as a non-independent director.  

 

If the board intends to retain an independent director beyond nine years, it should justify and 

seek annual shareholders’ approval. If the board continues to retain the independent director 

after the twelfth year, the board should seek annual shareholders’ approval through a two-

tier voting process. 

 

Application : Not applicable - The tenure of an independent director is limited 
to 9 years. 

Explanation on 
application of the 
practice 

:  

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Board decisions are made objectively in the best interests of the company taking into 

account diverse perspectives and insights. 

 

Practice 4.3 - Step Up 

The board has a policy which limits the tenure of its independent directors to nine years. 

 

Application : Adopted 

Explanation on 
adoption of the 
practice 

: The Board Charter sets out the policy to limit the tenure of 
Independent Directors to nine (9) years. 
 
None of the Independent Directors have exceeded the nine-year 
tenure limit. 
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Intended Outcome 

Board decisions are made objectively in the best interests of the company taking into 

account diverse perspectives and insights. 

 

Practice 4.4 

Appointment of board and senior management are based on objective criteria, merit and with 

due regard for diversity in skills, experience, age, cultural background and gender. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Board has in place a Board Diversity Policy which sets out 
the approach to diversity on our Board.  
 
The Board Diversity Policy incorporates a number of different 
aspects, such as professional experiences, business 
experiences, skills, knowledge, gender, age, ethnicity and 
educational background. 
 
The recent appointments of the two new directors to the Board 
namely Tan Sri Datin Paduka Siti Sa’diah binti Sheikh Bakir and 
Park Jae Sun took into consideration the Board Diversity Policy 
and recommendations under the Malaysian Code on Corporate 
Governance (“MCCG”).  
 
Selection of senior management is based on objective criteria, 
merit and with due regard for diversity in skills, experience, age, 
cultural background and gender. 
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Board decisions are made objectively in the best interests of the company taking into 

account diverse perspectives and insights. 

 

Practice 4.5 

The board discloses in its annual report the company’s policies on gender diversity, its 

targets and measures to meet those targets. For Large Companies, the board must have at 

least 30% women directors. 

 

Application : Applied 

Explanation on 
application of the 
practice 

 Effective from 1 February 2019, women Directors comprise 43% 
of our board composition in compliance with Practice 4.5. 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Board decisions are made objectively in the best interests of the company taking into 

account diverse perspectives and insights. 

 

Practice 4.6 

In identifying candidates for appointment of directors, the board does not solely rely on 

recommendations from existing board members, management or major shareholders. The 

board utilises independent sources to identify suitably qualified candidates. 

 

Application : Applied 

Explanation 
on 
application 
of the 
practice 

: Sourcing of Directors 

The Nomination and Remuneration Committee (“NRC”) assessed the 
Board’s current competencies, skills and qualities, future needs of the 
business and gender diversity targets in identifying suitable candidates for 
appointment to the Board. The Board determined that a board size of 7 
members was an optimal size to meet the current operational needs.  

The NRC carried out a formal, transparent and rigorous process to source 

Board candidates to address gaps in board mix and composition identified 

in past board evaluation exercises on independence and gender diversity.  

A robust evaluation of potential candidates was carried out to ensure 

candidates that are identified complement and expand the skills set, 
experience  and  expertise of the Board as a whole taking into account the 
Board’s balance of skills, individual’s merits, Board composition 
requirements whilst also meeting requirements under the Board Diversity 
(including gender) Policy. 

 

The search process for the right candidate included soliciting 
recommendations from existing Directors, the major shareholder and 
engaging external sources. 

 
The NRC also took into consideration the time commitment of the 
candidates where the candidate has multiple Board representations and 

their independence where the appointment involves an Independent 
Director. 
 
The NRC then submitted their recommendations to the Board for approval. 
Upon approval by the Board and acceptance of the appointment by the 
candidates, the appointments were duly announced to Bursa Malaysia 

Securities Berhad. 
 

The Board’s process for the appointment of Directors is illustrated below:- 
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Assess 

• Size of board 

• Character, experience and time 

• Board diversity 

• Potential conflict of interest 

Potential sources 

• Independent search 
firms 

• Directors, 
Management and 
Major shareholders 

Skills, 

experience 

and attributes 

matrix 

Interview the 
selected 

candidates 

Produce a short list: 

• Assess potential director’s background, 
skills and experiences against the agreed 
profile 

• Check on the conflicts of interest on 
independence issues 

• Check the number of directorships 

• Reference  

Step 1 
Needs analysis 

and profile 
development 

 

Step 2 
Search 

 

Step 3 
Selection 

Step 4 
Nomination 

Make recommendations 
to the board 

Board 

approval 

Step 5 
Appointment 

Announcement 

Organise 
induction 

 
 

Explanation 
for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :  
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Intended Outcome 

Board decisions are made objectively in the best interests of the company taking into 

account diverse perspectives and insights. 

 

Practice 4.7 

The Nominating Committee is chaired by an Independent Director or the Senior Independent 

Director. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Chairperson of the NRC is Tan Sri Datuk (Dr.) Rafiah binti 
Salim, an Independent Non-Executive Director. She was 
selected to lead the NRC to lend insight and objectivity to the 
process due to her good understanding of the business, its 
culture and values as well as extensive knowledge and expertise 
in human resource and governance as well as exemplary 
leadership and dedication.   
 
She leads the vetting of candidates for appointment to the Board 
and assessment of Board, Board Committees and individual 
Directors and provides positive contribution and value in the 
selection and assessment process and the development of 
practices to improve governance. 
 
Details of Tan Sri Rafiah can be found on page 90 of the 
Company’s Integrated Annual Report. 
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Stakeholders are able to form an opinion on the overall effectiveness of the board and 

individual directors. 

 

Practice 5.1 

The board should undertake a formal and objective annual evaluation to determine the 

effectiveness of the board, its committees and each individual director. The board should 

disclose how the assessment was carried out and its outcome.  

 

For Large Companies, the board engages independent experts periodically to facilitate 

objective and candid board evaluations. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The performance evaluation of the Board, its Committees and 

Directors is undertaken annually and facilitated by the Company 

Secretary. During the year, a comprehensive Board 

effectiveness evaluation was undertaken. The evaluation 

process commenced with the completion of questionnaires that 

evaluated areas of the Board’s responsibilities and composition, 

diversity, meeting process, administration and conduct, 

interaction and communication with management and 

stakeholders, Board engagement as well as the effectiveness of 

the Chairman. The Board Committees were all assessed on the 

structure, expertise of the Committee Chair, criteria for 

appointment to the Committee Chair, processes, 

accountabilities, responsibilities and their effectiveness.   

There was 100% participation by the directors.  A summary of 
the results was tabulated by the Company Secretary and 
presented to the NRC at the next meeting. The results of the 
evaluation were positive as Board, Board Committees and 
individual Directors had all achieved a score of above 4, which 
was categorized as consistently good. Feedback and comments 
from the Directors raised during the evaluation highlighted 
strengths of the respective Directors and their contribution to the 
Company as a whole. Areas for improvement include identifying 
tools to monitor executive and senior’s management 
performance. 
 
The NRC was on overall satisfied that the Board, Board 
Committees and individual directors have discharged their roles 
effectively taking into consideration, the Board Charter, Board 
Committee’s Terms of Reference and the MCCG. 
 
The NRC also carried out an annual review of the term of office, 
competency and performance of the Audit Committee (“AC”) and 
its members. The areas assessed were:- 
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AC:- 
 

• Quality and composition 

• Skills and competencies 

• Meeting administration and conduct 
 
Individual AC member:- 

• Skills, experience and understanding 

• Calibre and personality 

• Participation and contribution 
 

There was no negative feedback received from the AC or its 
members. After reviewing the current composition of the AC and 
the skills and experience of each of its members as well as their 
performance, the NRC agreed to submit a recommendation to 
the Board for the renewal of the term of office of the AC for 
another year. The Board concurred with the NRC’s 
recommendation. 
 
The Board was of the view that the internal evaluation was 
adequate to determine the overall effectiveness of the Board, 
Board Committees and individual directors.  The engagement of 
an independent expert will be looked into at the appropriate time 
in the future. 
  

Explanation for 
departure 

:   

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

The level and composition of remuneration of directors and senior management take into 

account the company’s desire to attract and retain the right talent in the board and senior 

management to drive the company’s long-term objectives.  

 

Remuneration policies and decisions are made through a transparent and independent 

process. 

 

Practice 6.1 

The board has in place policies and procedures to determine the remuneration of directors 

and senior management, which takes into account the demands, complexities and 

performance of the company as well as skills and experience required. The policies and 

procedures are periodically reviewed and made available on the company’s website. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Board has in place policies and processes to determine the 
remuneration of Directors and key Senior Management, which 
takes into account the demands, complexities and performance 
of the Company, the skills and experience required as well as 
levels and trends for similar positions in the market, the time 
commitment required from the Director as well as the additional 
responsibility of the Chairman of the Board. 
 
The Executive Directors’ remuneration consists of the following 
components: 

 

Fixed remuneration Variable rewards 

Fixed Salary/Allowance, 

benefits-in-kind and other 

emoluments 

Bonus 

 
The Independent Directors’ remuneration consists of the 
following components: 

 

Remuneration 

Component 

Paid as Details 

Fixed fees Cash Fees are paid for service as 
Directors and serving on Board 
Committees.  Fees paid to 
Chairman covers his 
responsibility as Chairman of 
the Board. 
  

Meeting 
Allowance 

Cash Meeting Allowances are paid 
for attendance at Meetings. 
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Pursuant to the provisions of the Companies Act, 2016 and the 
Main Market Listing Requirements, fees and benefits payable to 
Directors are subject to annual approval at meetings of 
members.  
 
In this connection, the Directors’ fees for financial year 2020, 
Directors’ remuneration payable to the Directors (excluding 
Directors’ fees) with effect from the 2020 Annual General 
Meeting until the forthcoming Annual General Meeting shall be 
tabled to the shareholders for approval at the 2020 Annual 
General Meeting.  
 
The Independent Directors abstained from deliberation on their 
own remuneration.  
 
The Company’s Remuneration Policy is accessible on the 
Company’s website at https://www.lottechem.my/company/gov-
2.asp 
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   

 

https://www.lottechem.my/company/gov-2.asp
https://www.lottechem.my/company/gov-2.asp
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Intended Outcome 

The level and composition of remuneration of directors and senior management take into 

account the company’s desire to attract and retain the right talent in the board and senior 

management to drive the company’s long-term objectives.  

 

Remuneration policies and decisions are made through a transparent and independent 

process. 

 

Practice 6.2 

The board has a Remuneration Committee to implement its policies and procedures on 

remuneration including reviewing and recommending matters relating to the remuneration of 

board and senior management.  

 

The Committee has written Terms of Reference which deals with its authority and duties and 

these Terms are disclosed on the company’s website. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Company has in place a Nomination and Remuneration 
Committee comprising a majority of Independent Directors. 
  
Their roles and responsibilities are provided in its Terms of 
Reference and available on the Company’s website at 
http://www.lottechem.my/company/gov/asp.  
 
In January 2020, the Nomination and Remuneration Committee 

reviewed the annual salary increment of the Executive Directors 

and key Senior Management for 2020 and submitted their 

recommendations to the Board.  Among the indicators for 

consideration in determining the annual increment were 

corporate performance for financial year 2019, industry 

benchmarks, financial metrics and relevant economic indicators. 

 
The Executive Directors abstained from voting on their 
individual remuneration. 
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   

http://www.lottechem.my/company/gov/asp
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Intended Outcome 

Stakeholders are able to assess whether the remuneration of directors and senior 

management is commensurate with their individual performance, taking into consideration 

the company’s performance. 

 

Practice 7.1 

There is detailed disclosure on named basis for the remuneration of individual directors. The 

remuneration breakdown of individual directors includes fees, salary, bonus, benefits in-kind 

and other emoluments. 

 

Application : Applied 

Explanation 
on 
application 
of the 
practice 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

: The details of the Directors’ remuneration paid/payable for the financial year 
ended 31 December 2019 on an individual basis are set out below:-  
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Explanation 
for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Stakeholders are able to assess whether the remuneration of directors and senior 

management is commensurate with their individual performance, taking into consideration 

the company’s performance. 

 

Practice 7.2 

The board discloses on a named basis the top five senior management’s remuneration 

component including salary, bonus, benefits in-kind and other emoluments in bands of 

RM50,000. 

 

Application : Departure 

Explanation 
on 
application 
of the 
practice 
 

: Not Applicable 

Explanation 
for 
departure 

: The Company does not comply with the recommendations to disclose the 
detailed remuneration of key Senior Management in bands of RM50,000 on a 
named basis in order to preserve confidentiality, negative impact arising from 
the disclosure, and the larger need to maintain a stable work environment to 
meet long-term strategic goals.  
 

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure : The Company has disclosed the aggregate remuneration (including salaries, 
bonus, allowances, benefits-in-kind or other emoluments) paid to the key 
Senior Management members for the financial year ended 31 December 2019 
in the CG Overview Statement which provides an indication of the 
remuneration paid to key Senior Management and is detailed below:- 
 

 
 
 

Timeframe : No timeline has been set  
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Intended Outcome 

Stakeholders are able to assess whether the remuneration of directors and senior 

management is commensurate with their individual performance, taking into consideration 

the company’s performance. 

 

Practice 7.3 - Step Up 

Companies are encouraged to fully disclose the detailed remuneration of each member of 

senior management on a named basis. 

 

Application : Not Adopted 

Explanation on 
adoption of the 
practice 
 

: - 
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Intended Outcome 

There is an effective and independent Audit Committee.  

 

The board is able to objectively review the Audit Committee’s findings and 

recommendations. The company’s financial statement is a reliable source of information. 

 

Practice 8.1 

The Chairman of the Audit Committee is not the Chairman of the board. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Chairman of the Audit Committee is Mr Ang Ah Leck who is 
not the Chairman of the Board and is an Independent Director. 
He remains as the Chairman of the newly named Audit 
Committee.  
 
Mr Ang is a qualified accountant and brings with him a wealth of 
experience in audit, finance, corporate advisory, risk 
management, regulatory compliance and governance.  Mr Ang 
was an audit partner of KPMG and is now an Executive Director, 
Advisory in BDO. 
 
In his role as the Chairman of the Committee, he reports all 
matters and concerns raised during the Committee, to the Board 
in order for the Board to have sufficient information before 
making a decision on matters recommended to them by the 
Committee. 
 
The Chairman also maintains on-going dialogues with 
Management and both internal and external auditors on matters 
that were raised during the meeting or if there are issues of 
concern that need to be brought to his attention. 
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe 
 
 
 

:   
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Intended Outcome 

There is an effective and independent Audit Committee.  

 

The board is able to objectively review the Audit Committee’s findings and 

recommendations. The company’s financial statement is a reliable source of information. 

 

Practice 8.2 

The Audit Committee has a policy that requires a former key audit partner to observe a 

cooling-off period of at least two years before being appointed as a member of the Audit 

Committee. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Company has established a policy that requires a former 
key audit partner of the Company’s existing External Auditors to 
observe a cooling-off period of at least two years before being 
appointed as a member of the Audit Committee. 
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe 
 

:   
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Intended Outcome 

There is an effective and independent Audit Committee.  

 

The board is able to objectively review the Audit Committee’s findings and 

recommendations. The company’s financial statement is a reliable source of information. 

 

Practice 8.3 

The Audit Committee has policies and procedures to assess the suitability, objectivity and 

independence of the external auditor. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: In line with the policy the Audit Committee had undertaken an 
annual assessment of the timeliness, competence, audit quality 
and resource capacity of the external auditors, Ernst & Young in 
relation to the audit, the nature and extent of the non-audit 
services rendered and the appropriateness of the level of fees. 

 
The Audit Committee had also obtained assurance confirming 
that the external auditors, Ernst & Young are independent in 
accordance with the terms of all relevant professional and 
regulatory requirements. 
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

There is an effective and independent Audit Committee.  

 

The board is able to objectively review the Audit Committee’s findings and 

recommendations. The company’s financial statement is a reliable source of information. 

 

Practice 8.4 - Step Up 

The Audit Committee should comprise solely of Independent Directors. 

 

Application : Adopted 

Explanation on 
adoption of the 
practice 
 

: The Audit Committee is made up exclusively of independent 
directors.  
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Intended Outcome 

There is an effective and independent Audit Committee.  

 

The board is able to objectively review the Audit Committee’s findings and 

recommendations. The company’s financial statement is a reliable source of information. 

 

Practice 8.5 

Collectively, the Audit Committee should possess a wide range of necessary skills to 

discharge its duties. All members should be financially literate and are able to understand 

matters under the purview of the Audit Committee including the financial reporting process.  

 

All members of the Audit Committee should undertake continuous professional development 

to keep themselves abreast of relevant developments in accounting and auditing standards, 

practices and rules. 

 

Application : Applied 

Explanation 
on 
application 
of the 
practice 

: The Audit Committee is chaired by Mr Ang Ah Leck who has been a 
member of the Malaysian Institute of Accountants since 1987, the 
Malaysian Institute of Certified Public Accountants since 1984, and the 
Chartered Tax Institute of Malaysia since 1999. Mr Ang possesses 
sufficient financial knowledge to provide satisfactory input on financial 
matters.  
 
The Committee also comprises members with corporate, risk and 
internal controls, governance, corporate finance and public service 
backgrounds whom are financially literate and provide diverse 

perspectives that strengthen the quality of deliberations. 
 
In this connection, the Audit Committee carries out a robust review of 
transactions, financial information, key accounting policies and 
judgements adopted by the Company in its financial reporting.  The 
members take a professional approach to its duties including 
commitment of time and effort to ensure the integrity of financial 
reporting and non-financial reporting under the purview of the 
committee. 
  
All the Committee members keep abreast of the development and 
changes in the accounting and auditing standards, practices and rules 
via briefing by the external auditors during their audit review process. 
 
Details of the training attended by the members of the Audit Committee 
in 2019 is detailed below:- 
 
Name of 
Directors 

Training attended 

Ang Ah Leck • Independent Directors Programme: The Essence of Independence on 27 
June 2019 

• Institute of Internal Auditors: National Conference 2019 on 7 & 8 October 
2019 

• International Directors Summit 2019 by Institute of Corporate Directors, K.L. 
on 14 & 15 October 2019 

• Session on Corporate Governance & Anti Corruption on 31 October 2019 
• Invitation to the Securities Commission Malaysia’s Audit Oversight Board 

Conversation with Audit Committee on 8 November 2019 
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Tan Sri Dato’ 
Abdul 
Rahman 
Mamat 

• PNB Leadership Forum 2019 on 5 March 2019 
• 1st Shariah Dialogue Session 2019 - Knowledge Sharing Session: 

Takeaways from Legal Cases in Islamic Finance on 18 March 2019 
• Luncheon Talk with YB Datuk Sri Saifuddin Nasution Ismail - Dealing with 

The Rising Cost of Living on 3 April 2019 
• China’s Belt & Road Initiatives - Latest Status & Impact on Business on 12 

April 2019 
• Audit Committee Conference 2019 - Meeting the New Expectations on 15 

April 2019 
Malaysian Institute of Accountants & The Institute of Internal Auditors 

• Bursa Malaysia’s Thought Leadership Series On “Leadership Greatness in 
Turbulent Times: Building Corporate Longevity”) by Erik P.M. Vermeulen on 
26 June 2019 

• Anti Money Laundering/Counter Financing of Terrorism Banking Sector on 
17 July 2019 

• BNM-FIDE Forum Dialogue: Key aspects of fintech and regulation on 19 
September 2019 

• FIDE FORUM: 4th Distinguished board leadership series: Digital to the core 
by Ms Tan Bi Ru on 4 October 2019 

• International Directors Summit 2019 on 14 October 2019 
• PNB Corporate Summit – Rebooting Corporate Malaysia on 30 October 

2019 
• YTI Memorial Lecture 2019 on 18 November 2019 

 
Tan Sri Datuk 
(Dr.) Rafiah 
binti Salim 

• Reading the Signs: The Next Financial Crisis and Potential Impact on Asia 
by Dr Andy Xie. Fide Forum on 14 March 2019 

• CG Watch: “How does Malaysia Rank”, Iclif on 4 May 2019 
• Sustainability Inspired Innovations: Enablers of the 21st Century. Thought 

Leadership Series, Bursa Malaysia on 22 September 2019 
• International Director’s Summit 2019 by Institute of Corporate Directors, K.L.  

on 14 & 15 October 2019 
• Corporate Governance and Corporate Liability Provision by SC,MACC & 

Bursa Malaysia on 31 October 2019 
 

Tan Sri Datin 
Paduka Siti 
Sa’diah binti 
Sheikh Bakir 

• Til Eleven – Pause For Thought-“The Importance of Integrity” by Datuk Dr. 
Anis Yusal Yusoff-DG National for Governance Integrity and Anti-Corruption 
(GIACC) on 19 February 2019 

• Ring the Bell for Gender Equality 2019 (Empower Women for Sustainable 
Results) on 14 March 2019 

• Global Business Insight Series LEAP:How to Thrive In A World Where 
Everything Can Be Copied on 23 April 2019 

• PNB Leadership Forum 2019 “Positive Autocracy-A Leadership Model for 
Industry on 25 June 2019 

• Bursa Malaysia Independent Director Programme-The Essence of 
Independent on 27 June 2019 

• The Role of The Nomination and Remuneration Committee In Human 
Capital Management on 23 July 2019 

• Bursa Malaysia Thought Leadership Series –The Convergence of 
Digitisation And Sustainability on 23 August 2019 

• ICDM Power Talk –How Boards can Build Reputation Resilience on 25 
September 2019 

• Khazanah Megatrends Forum 2019 “From the Past To The Future-Building 
Our Collective Brain” on 7 & 8 October 2019 

• ICDM International Directors Summit 2019”The Trust Compass: Resetting 
the Course” on 14 & 15 October 2019 

• PNB Corporate Summit 2019 “A Knowledge Sharing Initiative” on 30 
October 2019 

• Executive Talk on Integrity and Governance: The Corporate Liability 
Provision, the “Adequate Procedures” & The Implementation of the National 
Anti-Corruption Plan (NACP) on 7 November 2019 
 

 

Explanation 
for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Companies make informed decisions about the level of risk they want to take and implement 

necessary controls to pursue their objectives.  

 

The board is provided with reasonable assurance that adverse impact arising from a 

foreseeable future event or situation on the company’s objectives is mitigated and managed. 

 

Practice 9.1 

The board should establish an effective risk management and internal control framework. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Board is responsible for reviewing and monitoring of the 
Group’s system of risk management and internal controls to 
ensure its adequacy and integrity, and its alignment with 
business objectives. 
 
However, it should be noted that risk management and control 
systems is not about totally eliminating risks but managing them. 
As such, it can only provide reasonable but not absolute 
assurance against any material loss or failure. The Board has 
established a process for identifying, evaluating, monitoring and 
managing extreme and high risks that may adversely affect our 
business, operating results, cash flow and financial condition, as 
well as for enhancing this process where necessary. 
 
The Company has put in place a risk management framework 
which is in line with ISO 31000:2018, Risk Management –
Guidelines (a standard relating to risk management codified by 
the International Organization for Standardisation which provides 
a standard on the implementation of risk management). 
 
The Board reviewed the effectiveness, adequacy and integrity of 
the risk management framework and internal control system of 
the Group to ensure that significant and emerging risks faced by 
the Group are being managed appropriately to respond to 
changes in the business environment and continue to be aligned 
with business objectives. 
 
The Board reviewed the effectiveness of the risk management 
and internal control system through the following monitoring and 
assessment mechanisms:- 
 

- Oversight by the Risk Management Committee (“RMC”) on 
risks identified, ensuring that a process to identify additional 
risks are in place and to ensure recommendations are duly 
implemented. 
 

- The Risk Management Working Committee comprising 
Senior Management sets direction, defines policy and 
monitors the risk management activities of the Group. 
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- The Risk Management Function reports to the Risk 
Management Working Committee and works with the 
business units and functional lines to continuously identify, 
assess and monitor risks. 
 

- The Internal Audit team who reports directly to the Audit 
Committee and provides independent assurance of the 
adequacy and reliability of governance, internal control and 
risk management processes. 
 

- Embedding internal control and risk management within the 
operations of the Company and dealing with areas of 
improvement which come to Management’s and Board’s 
attention is a continuous process and one which is subject 
to rigorous scrutiny. 

 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Companies make informed decisions about the level of risk they want to take and implement 

necessary controls to pursue their objectives.  

 

The board is provided with reasonable assurance that adverse impact arising from a 

foreseeable future event or situation on the company’s objectives is mitigated and managed. 

 

Practice 9.2 

The board should disclose the features of its risk management and internal control 

framework, and the adequacy and effectiveness of this framework. 

 

Application : Applied 

Explanatio
n on 
application 
of the 
practice 

: Risk Governance and Oversight 
 
The risk governance structure is depicted in the diagram below:- 
 
Risk Governance Structure 

 

In addition to our risk governance structure, Management has adopted 
the Three Control Gate approach for effective risk management. 

 
Heads of Departments together with their team members are the first 

control gate and are accountable for all risks identified under their 

respective areas of responsibilities. They are also responsible for the 

continuous development of the risk management capabilities of their staff 

and for ensuring that risk management is embedded in all key processes 

and activities. 
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The Risk Management Function (“RMF”) team with oversight by the Risk 

Management Working Committee (“RMWC”) is responsible for the second 

control gate. The RMF team sets direction, defines policy and monitors 

the risk management activities of the Group. 

 
The third control gate is controlled by the Internal Audit (“IA”) team. The 

IA team reports directly to the AC and provides independent assurance of 

the adequacy and reliability of governance, internal control and risk 

management process. 

 

The Enterprise Risk Management framework, process and relevant 
guidelines are generally aligned with ISO 31000:2018. 
 
Risk Management Framework and Process 
 

 
 

Within this framework, the Company has an established and structured 
process for communication and consultation, define scope, context, 
criteria, risk assessment (which includes identifying, analysing and 
evaluating), treatment, monitoring and reviewing, recording & reporting 
risks and the effectiveness of its mitigation strategies. In 2019, LCT 
engaged an external consultant to assess our Enterprise Risk 
Management framework, system and practices. As a consequence of the 
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assessment, the Company has enhanced its framework, practices and 
Risk Assessment System to provide better support to the risk 
management and reporting process. 
 
Risk tolerance is determined using a risk impact and likelihood matrix 

with an established risk tolerance boundary demarcating those risks that 

are deemed to have exceeded risk tolerance and those which have not. 

Descriptive risk treatment guidance is in place stipulating the actions to 

be taken for each type of risk. 

 
On an annual basis, the Board would, and for the financial year under 
review, has received assurance in writing from the President & CEO and 
Chief Financial Officer stating that the Group's risk management and 
internal control system operated adequately and effectively, in all material 
aspects, for the financial year under review and up to the date as set out 
in the Statement on Risk Management and Internal Control. 
 
The Statement on Risk Management and Internal Control is set out on 
pages 117-123 of our Integrated Annual Report. 
 

Explanatio
n for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Companies make informed decisions about the level of risk they want to take and implement 

necessary controls to pursue their objectives.  

 

The board is provided with reasonable assurance that adverse impact arising from a 

foreseeable future event or situation on the company’s objectives is mitigated and managed. 

 

Practice 9.3 - Step Up 

The board establishes a Risk Management Committee, which comprises a majority of 

independent directors, to oversee the company’s risk management framework and policies. 

 

Application : Applied 

Explanation on 
adoption of the 
practice 

: Effective 1 February 2019, the Board is in compliance with the 
Step Up Practice 9.3 as it has established a separate Risk 
Management Committee which comprises a majority of 
Independent Directors, to oversee the Company’s risk 
management framework and policies. 
 

Remarks   
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Intended Outcome 

Companies have an effective governance, risk management and internal control framework 

and stakeholders are able to assess the effectiveness of such a framework. 

 

Practice 10.1 

The Audit Committee should ensure that the internal audit function is effective and able to 

function independently. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The internal audit function of the Company is performed by an in-
house Internal Audit (“IA”) team which reports directly to the 
Audit Committee and is assisted by an external independent co-
sourced service provider, for some of the assignments to support 
and enhance the internal audit function. 
 
The activities of the IA are guided by the Internal Audit Charter 
and Annual Audit Plan that was approved by the Audit 
Committee. 
 
The Audit Committee is responsible to decide on the 
appointment and removal of the Head of Internal Audit and any 
external consultants appointed as well as evaluate the internal 
audit function. 
 
The details of the internal audit activities undertaken by the 
internal audit function and co-sourced internal auditor include:- 
 
a) Prepared and presented the annual internal audit plan and 

annual budget to the Audit Committee (“AC”) for 
consideration and approval. 

 
b) Conducted scheduled internal audit engagements 

according to the annual audit plan to ascertain the 
effectiveness and adequacy of internal controls and 
recommended improvements, where necessary. Internal 
Audit engagements include the following areas: 

 
i. Quality Management 
ii. Human Resource Function 
iii. Compliance Function 
iv. Polymer Sales and Marketing 
v. Credit Control Function 

 
c) Performed follow-up reviews to ensure that audit 

recommendations and action plans were implemented by 
Management. 
 

d) Corresponded with the Indonesia subsidiary on their 
internal audit functions. Coordinated their internal audit 
activities reports and presented findings to the AC. 
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e) Performed quarterly reviews on Financial Statements, 

focusing on accuracy against management accounts and 
disclosure of related party transactions.  

 
f) Reported results of internal audit reviews and other 

activities to the AC on a quarterly basis. 
 
The IA function independently reviews the adequacy and 
integrity of the system of internal controls in managing the key 
risks, and reports accordingly to the Audit Committee on a 
quarterly basis. Where weaknesses have been identified as a 
result of the reviews, improvement measures are recommended 
to strengthen controls and follow-up audits are conducted by the 
IA to assess the status of implementation thereof by 
Management. In carrying out its work, the IA focuses on areas of 
priority as directed and approved by the Audit Committee. The IA 
will continue to provide reports and seek direction of focus audit 
areas from the Audit Committee, going forward. 
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 
 

Measure :  

Timeframe :   
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Intended Outcome 

Companies have an effective governance, risk management and internal control framework 

and stakeholders are able to assess the effectiveness of such a framework. 

 

Practice 10.2 

The board should disclose–  

▪ whether internal audit personnel are free from any relationships or conflicts of 

interest, which could impair their objectivity and independence;  

▪ the number of resources in the internal audit department;  

▪ name and qualification of the person responsible for internal audit; and  

▪ whether the internal audit function is carried out in accordance with a recognised 

framework. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The internal audit function is headed by Puan Wan Julaiha Wan 
Sulong who is a member of the Malaysian Institute of 
Accountants (MIA) and a member of the Institute of Internal 
Auditors (IIA). She obtained her Bachelor of Accounting degree 
from the International Islamic University, Malaysia. She is 
supported by two full time staff.   
 
The Internal Audit team is assisted by an external independent 
co-sourced service provider, for some of the assignments to 
support and enhance the internal audit function. 
 
Internal audit personnel exercise objectivity and are free from 
conflict of interest or undue influence of Management. 
 
The Internal Audit team is working towards performing the 
services in accordance with the International Professional 
Practices Framework (IPPF) that is issued by The Institute of 
Internal Auditors. 
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

There is continuous communication between the company and stakeholders to facilitate 

mutual understanding of each other’s objectives and expectations.  

 

Stakeholders are able to make informed decisions with respect to the business of the 

company, its policies on governance, the environment and social responsibility. 

 

Practice 11.1 

The board ensures there is effective, transparent and regular communication with its 

stakeholders. 

 

Application : Applied 

Explanation on 
application of 
the practice 

: Having an effective communication platform with stakeholders is a 
strategic priority of the Board. 
 
The Company’s Investor Relations activities for the year comprised 
of:- 
-  Road shows 
-  Briefing to investors and analysts after the release of 

quarterly financial results 
-  Investors meetings 
-  Annual General Meeting 
-  Extraordinary General Meeting 

 
The Board is updated quarterly on the activities carried out by the 
Investor Relations Unit during the quarter and the scheduled 
calendar of events proposed for the year. 
 
The   Board   also   prioritises   community   outreach   programmes   
and   are   updated   on programmes undertaken by the Company 
on a regular basis. 
 
2019 CSR activities included the following:- 
 

•  Providing financial aid and other assistance to the under 
privileged. 

•  Providing inspirational and other educational      
programmes to children and youths in the local community. 

•  Promote healthy living in the communities. 

•  Creating sustainable value to communities by taking the 
lead on clean up campaigns and improving environmental 
awareness in the community. 

 

Explanation for 
departure 

:  
 

 
 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :  
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Intended Outcome 

There is continuous communication between the company and stakeholders to facilitate 

mutual understanding of each other’s objectives and expectations.  

 

Stakeholders are able to make informed decisions with respect to the business of the 

company, its policies on governance, the environment and social responsibility. 

 

Practice 11.2 

Large companies are encouraged to adopt integrated reporting based on a globally 

recognised framework. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: The Board continues with the integrated reporting process, in 
alignment with the International Integrated Reporting Council 
Framework which provides a more comprehensive view on how 
we utilise our six capitals towards achieving our financial and 
non-financial strategic goals, as well as enhance the value for 
our brand, business and stakeholders.  
 
This shift reflects our commitment to continuously evolve and 
adapt to our paradigm of ‘value creation’.  
 
We believe that the Company’s Integrated Annual Report will 
serve as a key communication avenue intended for all our 
stakeholders to explain who we are and how we utilise our 
expertise and resources to create positive direct and indirect 
societal impacts, and deliver sustainable value for all. 
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Shareholders are able to participate, engage the board and senior management effectively 

and make informed voting decisions at General Meetings. 

 

Practice 12.1 

Notice for an Annual General Meeting should be given to the shareholders at least 28 days 

prior to the meeting. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: Notice for the Annual General Meeting (“AGM”) was given to 
shareholders by giving 28 days’ notice prior to the Meeting so 
that shareholders are given sufficient time to consider the 
resolutions that will be discussed at the AGM. 
 
The Notice of AGM on pages 135-138 was revised to update on 
the new date of AGM due to the Movement Control Order 
implemented by the Government and can be found on the 
addendum to the Integrated Annual Report and it is also 
available on the Company’s website.  
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Shareholders are able to participate, engage the board and senior management effectively 

and make informed voting decisions at General Meetings. 

 

Practice 12.2 

All directors attend General Meetings. The Chair of the Audit, Nominating, Risk Management 

and other committees provide meaningful response to questions addressed to them. 

 

Application : Applied 

Explanation on 
application of the 
practice 

: All Directors were present at the Annual General Meeting to 
allow shareholders to raise questions and concerns directly to 
them if required. 
 

Explanation for 
departure 

:  

 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure :  

Timeframe :   
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Intended Outcome 

Shareholders are able to participate, engage the board and senior management effectively 

and make informed voting decisions at General Meetings. 

 

Practice 12.3 

Listed companies with a large number of shareholders or which have meetings in remote 

locations should leverage technology to facilitate–  

▪ including voting in absentia; and  

▪ remote shareholders’ participation at General Meetings. 

 

Application : Departure 

Explanation on 
application of the 
practice 

: Not applicable 

Explanation for 
departure 

 The Company has yet to leverage on technology to facilitate 
voting in absentia and remote shareholders’ participation at 
general meetings. The Company is exploring the use of suitable 
services subject to availability and assurance of reliability as well 
as security of the systems. 
 
In the meantime, the Company’s Constitution allows members to 
vote by proxy subject to the provision governing the appointment 
and validity of proxies as contained in the Constitution. 
 
The Company shall ensure through its Polling Agent that all valid 
proxy or corporate representatives or attorney appointments are 
properly received and recorded. 
 
All resolutions put to the shareholders at the forthcoming Annual 
General Meeting shall be carried out by poll under an electronic 
voting process. 
 
The Company’s Annual General Meeting will be held at the Sime 
Darby Convention Centre in Kuala Lumpur, which is a central 
location and easily accessible by members who would like to 
attend the Annual General Meeting. 
 

 
 

Large companies are required to complete the columns below. Non-large companies are 
encouraged to complete the columns below. 

Measure : The Company will monitor the development of technology and 
market practice that facilitates voting in absentia and remote 
participation by shareholders. The Company will consider 
various factors, requirements, processes and communications 
to shareholders for implementation of the same. 
 

Timeframe : No timeframe has been 
determined. 

 



54 
 

SECTION B – DISCLOSURES ON CORPORATE GOVERNANCE PRACTICES 

PERSUANT CORPORATE GOVERNANCE GUIDELINES ISSUED BY BANK NEGARA 

MALAYSIA 

Disclosures in this section are pursuant to Appendix 4 (Corporate Governance Disclosures) 

of the Corporate Governance Guidelines issued by Bank Negara Malaysia. This section is 

only applicable for financial institutions or any other institutions that are listed on the 

Exchange that are required to comply with the above Guidelines. 

 

Click or tap here to enter text. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 


