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Abstract
The study showed how Corporate Governance Score and Profitability of banks are related.
This report contains the information and learning about corporate governance, guidelines of corporate governance, sustainable profitability and the relationship between Corporate Governance Score and Profitability. This report also covers the history & introduction of banks, its mission & vision, its products & services, and also the position of the bank. 
In 2nd chapter, the study discussed about the overview of corporate governance, corporate governance guidelines of Bangladesh (2006-2012), corporate governance score, profitability and relationship between corporate governance score and profitability of listed banks in Bangladesh. 
In 3rd chapter, the study research hypothesis has been discussed.
[bookmark: _GoBack]In 4th chapter, I have discussed about the methodology of the research.
In 5th chapter, the findings and analyses of relationship between corporate governance score and profitability of banks are described with interpretation. 
At the end of this study, suggestion and recommendation is provided as per learning basis on my findings and analysis of banks. This report will provide a better and brief learning about relationship between Corporate Governance Score and profitability of listed banks in Bangladesh.
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I. Introduction
Corporate Governance hit the corporate world with the collapse of Enron, WorldCom and other global corporations. Good corporate governance can lead effective and positive role in financial institution. Every commercial organization’s annual report has narrated about the corporate governance. The relationship between Corporate Governance Score and Profitability is another most crucial topic. However, the applicability of corporate governance is not same in all firms. The proper practices of corporate governance help every company to compete in a healthy way.
Corporate Governance refers as a mechanism device to the institution to direct, administrate or control. It creates a structure to control the organization by manager’s decision and give the company to perceive the current and potential stakeholders. The corporate governance has four major components – board of directors, Chief Financial Officer, Company Secretary, and Head of Internal Audit. Through corporate governance rules and regulations the company’s objectives can be set and can monitor its performance. 
In the era of challenging world, the rivalry business institutions motto is maximizing to shareholders value and institution needs a very good corporate governance system. In banking sector, the significance of corporate governance is every high because it deals with people’s money. Bangladesh is a least developed country, driving towards the formation of good governance because good corporate governance in every organization leads to the healthy economy nation.
The object of the study is to discuss about corporate governance, the implications of corporate governance guidelines on the listed banks in Bangladesh and relationship between Corporate Governance Score and Profitability: a case study based on Listed Banks in Bangladesh.


[bookmark: _Toc17580138]1.1 Objectives of the Study
This project aims to achieve the following objectives
[bookmark: _Toc17580139]1.1.1 Broad Objective
The intent of this project is to perceive the status of corporate governance practices in banking sector and the relationship between corporate governance score and profitability on a case study of listed banks in Bangladesh.
[bookmark: _Toc17580140]1.1.2 Specific Objective
· To provide the concept of Corporate Governance
· To provide literature review on the relationship between Corporate Governance Score and profitability
· To know about the guidelines of Corporate Governance in banking sector in Bangladesh
· To observe Corporate Governance practice of banking sector in Bangladesh
· To identify the level of compliance varies with firm level attributes
· To recommend suggestions for the development in banking sector
· To know whether the listed banks comply with the Bangladesh Corporate Governance guidelines
· To gather knowledge about the profitability
[bookmark: _Toc17580141]1.2 Rational of the study
This project report is originated as a part of the BBA program of School of Business & Economics (SOBE), United International University. This project is a mandatory for the completion of BBA and it carries 3 credits as well. The main purpose of the program is to understand about the banking sector of Bangladesh and knowledge of how corporate governance is using in banking sector.
[bookmark: _Toc17580142]1.3 Scope of the study
This study covers all the information related with corporate governance practice in Bangladesh on banking sector such as guideline maintenance, score of corporate governance and relationship between Corporate Governance Score and Profitability. Gaining depth understanding about the Corporate Governance Score and profitability of banking sector in Bangladesh was a great opportunity for me while arranging this project.
[bookmark: _Toc17580143]1.4 Limitations of the study
In preparing this project, notwithstanding there are some limitations of the study which are as follows:
· Corporate governance is a vast area.
· This study is subjective.
· All the administrative were not contacted.
· Restricted entry to internal data.
· Confidential facts did not disclose.
· Some points could not be discussed because of time shortage.
· Legal action related information was not available.
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II. Literature Review
[bookmark: _Toc17580146]2.1 Corporate Governance
Corporate governance implementation is a necessary factor that supports a company to maintain its competitiveness and sustainability in a dynamic business environment. It is a set of relationship between management and stakeholders to determine corporate direction and performance. Corporate governance can be defined in different ways.
i) “Corporate Governance is the system by which companies are directed and controlled” – Cadbury Committee, 1992. 
ii) “Corporate Governance is an umbrella term that includes specific issues from interactions among senior management, shareholders, board of directors and other corporate stakeholders.” – Tricker (1994).
iii) “Corporate Governance is the system by which companies are directed and controlled.”
iv) Corporate Governance, involves a set of relationships between a company’s management, its board, its shareholders and other stakeholders. Corporate governance also provides the structure through which the objectives of the company are set, and the means of attaining those objectives and monitoring performances are determined.” -  OECD Principles.
Corporate Governance is a system framework for creating long term trust between companies and stakeholder and path dependence. 
Corporate governance has two approaches – 
1. Mandatory Approach or Rule Based Approach
2. Voluntary Approach or Soft Law Based Approach
Companies are required to follow legal rules in mandatory approach or rule based approach.
[bookmark: _Toc13055886]In voluntary approach or soft law based approach, company has to disclose facts that are not related compliance with governance guidelines of the country.
[bookmark: _Toc17580147]2.1.1 Principles of Corporate Governance
To ensure good corporate governance system, there are 4 major principles
· Responsibility
· Accountability
· Transparency
· Fairness
a) [bookmark: _Toc17580148]Responsibility
“Who is responsible for what?”
The Board assumes responsibility for leadership and control of the firm and has authority to act on behalf of the firm. They are liable for overseeing the management activities, company affairs, appointing and observance the firm’s performance.
The board desires ample relevant skills and understanding to review and challenge management performance. It additionally needs adequate size and applicable levels of independence and commitment.
b) [bookmark: _Toc17580149]Accountability
“Who is accountable to whom?”
Accountability refers to who is responsible to whom. Accountability essentially provides a really necessary role in making a good and honest governance activity as a neighborhood of improving public confidence in government performance. Company accountability refers to the obligation, duty and responsibility to grant an evidence or reason for the company’s actions and conduct.
In brief:
· The board should present an understandable assessment of the company’s position and prospects;
· The board is responsible for determining the nature and extent of the significant risks it is willing to take;
· The board should maintain risk management and internal control systems;
· The board should establish formal and transparent arrangements for corporate reporting and risk management and for maintaining an appropriate relationship with the company’s auditor, and
· The board should communicate with stakeholders at regular intervals, a fair assessment of how the company is achieving its business purpose
c) [bookmark: _Toc17580150]Transparency
“Is all the important information about organization clearly and timely disclosed?”
Transparency is consistent with effective corporate governance. Transparency means openness or a willingness to share clear information to shareholders about the company.
Organizations should clarify and make publicly known the roles and responsibilities of board and management to provide shareholders, depositors and stakeholders with a level of accountability. They should additionally implement procedures to severally verify and safeguard the integrity of the company's monetary coverage. The material information of the organization ought to be disclosed timely, correct manner and balanced to make sure that everyone investors have access to clear, factual information. 
Transparency ensures that stakeholders will deem within the decision-making and management processes of a company.
d) [bookmark: _Toc17580151]Fairness
“Are the internal activities of the organization properly monitored and controlled?”
Fairness is very important for corporate governance. Fairness means equal treatment. This fairness principle is protected by Companies Act. The Company protects shareholders' rights and ensures equal treatment of shareholders. The Board of Directors provides opportunity to all shareholders to obtain effective redress for violations of their rights.

[bookmark: _Toc17573728]Figure 2 1 
Principles of CGS
[bookmark: _Toc17580152]2.1.2 Conceptual Framework of Corporate Governance
Conceptual framework of corporate governance can be drawn as:
· Board of Directors
· Size of the Board
· Independency
· CEO Duality
· Meetings
· Audit Committee
· Members
· Independency
· Meetings
· Ownership
· Ownership Concentration
· Institutional Ownership
· External Members
· External Auditor
· Audit Fee
This conceptual framework should combine with the principles of corporate governance.

[bookmark: _Toc17573729]Figure 2 2 
Conceptual Framework of CG
[bookmark: _Toc17580153]2.1.3 Importance of Corporate Governance
Corporate governance is important to increase the accountability and transparency of the company and avoid the massive damage. Global company like Enron, WorldCom fallen down because of lack of corporate governance.
· Good corporate governance ensures company success and economic progress.
· Corporate governance helps to mitigate the risk of the company
· Good Corporate governance creates a better image to attract the investors
· Corporate governance minimizes the corruption, wastage and mismanagement
· Good corporate governance improves better company reputation
· Corporate governance reduces the conflicts and frauds
· Corporate governance reduces cost of capital
· Corporate governance leads to high level of transparency
[bookmark: _Toc17580154]2.1.4 Types of Corporate Governance
Corporate Governance has two mechanisms,
1. Internal Mechanism
2. External Mechanism
The internal corporate governance mechanisms refer to the focus on improving the quality of company’s board of directors, internal control and committee and managerial activities, whereas the external corporate governance mechanisms refer to cover issues related to the external markets, laws and regulations (the legal system) to increase the accountability of companies to minority shareholders while maximizing shareholders value.

[bookmark: _Toc17573730]Figure 2 3 
Mechanism of CG
[bookmark: _Toc17580155][bookmark: _Toc13055887]2.2 Corporate Governance and Bangladesh
After the massive economic crash in Bangladesh in 1996 and 2011, corporate governance maintenance has become more important. Good corporate governance tends to ensure sound corporate performance by providing protection for shareholders interest (OECD 2004). Investors and lenders will be more willing to place their money in firms with good governance because they will face lower costs of capital, which is another source of better firm performance (Coombes and Watson 2000).
[bookmark: _Toc17580156]2.2.1 Corporate Governance in Banking Sector
On the eve of financial relief, the first ever private commercial banks in Bangladesh started their journey in late 1980s. They did quite good within the initial 20years but then they too started facing the challenge of accelerating debt. The situation was getting even more severe from 2013 when government allowed a lot of private commercial banks in the already highly crowded banking sector, being politically influenced. In addition to this, the change of bank company act-2013 opened up doors to destabilize the financial sector. Since then, corporate governance in banking sector has become a difficult of great concern. Corporate governance is the prerequisite for effective functioning of the banking sector and economy as well.  Banks play a vital role within the economy by taking money from the savers and giving loan to the business firms that helps accelerate economic growth as well as financial stability. Soundness within the banking sector is that the prime condition for monetary stability. There are some skill sets for bankers which required building expertise. Analytical ability is a must for bankers in order to examine the capacity of a potential borrower of repaying his/her debt. Domestic and foreign macroeconomic variables and alternative uncertainties have to be taken into consideration. Despite knowing the gradual rise of default loan since the last few years, Bangladesh bank appears not well equipped to cut back the rate of classified loans by implementing stringent rules and regulations. Moreover, monitoring mechanism of Bangladesh bank isn’t that much robust and effective to force the banks to follow proper rules and regulations. Moreover, like the central banks of other countries, Bangladesh bank doesn't hold the sole authority to take decisions independently rather they have to comply with decisions of ministry of finance
Under the circumstances, it seems that our private institutions are so powerful that they can influence the top level authorities to enact law in their favor. The recent incident of lowering cash reserve quantitative relation is an example of such malpractice. It is high time we talked about these problems to be able to recover from this ongoing crisis in banking sector and thus restore investor's trust.
Good corporate governance of banks needs prudent regulations and attention to conflicts of interest. More disclosure of accurately audited publications would facilitate this. More rules, laws, policies, standards and practices must be introduced and maintained. Loan concentration should be diagnosed and controlled, at the same time more inquiries need to be done before disbursing loans to borrowers.
[bookmark: _Toc17580157]2.2.2 Differentiating Characteristics of Bangladesh Corporate Governance Guidelines and Compliance of 2006 and 2012
Corporate Governance rules and regulations become very important to follow after the collapse of global corporations. Every country has its own Code of corporate governance. Bangladesh Securities and Exchange Commission (SEC) has set some guidelines regarding the Corporate Governance known as Code of Corporate Governance. SEC issued a notification on corporate governance Guidelines for listed companies of Bangladesh under the Securities and Exchange Ordinance, 1969.
[bookmark: _Toc13055907]In 2006, the Commission issued an order to the listed companies to follow a number of corporate governance related conditions. Further improvement, the Commission issued the revised corporate governance guidelines through a notification in 2012 replacing its previous notification issued in 2006. The table presents the differences between the guidelines.


[bookmark: _Toc17573441]Table 2 1 
Comparison of Corporate Governance Guildelines 2006 and 2012
	No.
	CG Conditions
	CG Guidelines 2012
	CG Guidelines 2006

	1.
	Board of Directors and Management
	· Chairman and CEO roles separation is required
· Independent Directors - At least 1/5th
· Requires specific qualification criteria for Independent directors
· Independent directors can’t vacant for 90days
	· Chairman and CEO roles separation is proposed
· Independent Directors - At least 1/10th
· Requires no specific qualification criteria for Independent directors
· No such requirement

	2.
	Audit Committee
	· Audit Committee Chairman has to be Independent Director.
· 10 specific roles of Audit Committee have been identified
· Chairman of AC must present for the AGM
· AC must report material findings to the SEC after expiry if 6 months
· Company secretary shall be AC secretary. 
	· Audit Committee Chairman must has professional qualification
· No specific roles have been identified 
· No specific requirement for Chairman of AC to attend the AGM 
· AC must report material findings to the SEC after expiry if 9 months
· There is no such requirement

	3.
	Audit Independency
	· External Audit or any party has to be independent. None can have the any share of the firm during audit reporting.
	· There is no restriction 

	4.
	Additional Statements
	· Industry outlook and possible future developments in the industry.
· Segment-wise or product-wise performance.
· Risks and concerns
· Remuneration to Directors including Independent Directors.
	No such requirement

	5.
	Subsidiary Company
	· At least 1 Independent Director shall be a director on the BOD of the subsidiary company.
· The minutes of the Board meeting of the subsidiary company shall be placed for review
· The Audit Committee of the holding company shall also review the Financial Statements
	There is no such Requirement

	6.
	Duties of The CEO and CFO
	· CEO and CFO shall certify to the Board
· Statements do not contain any materially untrue statement or omit any material fact or contain statements that might be misleading.
· No transactions should be entered as fraudulent, illegal or violation of the company’s code of conduct
	There is no such requirements



[bookmark: _Toc13055889][bookmark: _Toc17580158]2.3 Corporate Governance Score
A corporate governance score is the final opinion where an entity or organization accepts and follows the codes and guidelines of corporate governance practices.
Corporate Governance Score reflects the rating assessment of a company’s corporate governance practices and extends the interest of investors.
Corporate Governance Score helps to identify corporate governance risk, independent and credible assessment of quality within portfolio companies. Scoring-screening and analyzing help institutional investors to see firm’s quality factors and risks. Corporate Governance Score uses a numeric, decile based score (snapshot view of risk) that indicates a firm’s governance risk relative to their region. This score supports investors to analyze the corporate quality and incorporate unique compensation, board and shareholder responsiveness data into management assessments.
Governance Categories,
· Board Structure
· Compensation / Remuneration
· Shareholder Rights and Takeover Defenses
· Audit and Risk Oversight


[bookmark: _Toc16926207][bookmark: _Toc17394068][bookmark: _Toc17573442]Table 2 2 
Corporate Governance Pillars
	Governance Pillars

	Board Structure
	Compensation
	Shareholder Rights
	Audit

	Board Compensation
	Pay for Performance
	One Share One Vote
	External Auditor

	Composition  of Committees
	Non-Performance Based Pay 
	Takeover Defenses
	Audit and Accounting Controversies

	Board Practices
	Use of Equity
	Voting Issues
	Other Audit Issues

	Board Policies
	Equity Risk Mitigation
	Voting Formalities
	

	Related Party Transactions
	Non-Executive Pay
	Other Shareholder Right Issues
	

	
	Communications and Disclosure
	
	

	
	Termination
	
	

	
	Controversies
	
	


[bookmark: _Toc13055890][bookmark: _Toc17580159]2.3.1 Relationship between CGS and Profitability
Good corporate governance leads to Corporate Governance Score which enhances a firm’s performance and profitability. The relationship between Corporate Governance Score and profitability is positive or negative; it depends on the financial performance measurement components – ROA and Corporate Governance Score components – Board’s size and audit committee. ROA is a proxy of profitability.
Gompers et al. (2003) found that the relationship between CGS and performance of profitability is positive but not significant based on the study of governance index for 1500 large US firm that showed risk adjusted return of firm with strong governance than firms with poor governance. Brown and Caylor (2004) found positive relation between CGS and performance of profitability. Governance Metrics International and Byun (2006) study showed that companies’ higher governance ratings enjoyed higher profits and returns. Sachs (2007) study recommended that  investments  in  highly  governed  companies  significantly  outperform  the investments  created  in  poorly  governed  companies’. Selvaggi and Upton (2008) declared that good and sensible governance causes good firm performance, rather than vice versa. On the contrary Chidambaram et al. (2006) found no significant performance difference between corporations with good governance changes and corporations with bad governance changes and thus, rejected the hypothesis that better governance leads to better financial performance. This result is according those of Core et al. (2006); and Statman and Gluskhov (2009), who found no significant relationship between corporate governance and firm performance. Azim (2012) noticed that different governance elements have variable impact on corporate performance and profitability.
The corporate governance and corporate financial performance were correlated and the governance ratings of the company had a significant positive impact on its financial performance. Corporate Profitability measures ROA. Organization’s main focus is to maximize the value of company. ROA measures the overall effectiveness in generating profits with available assets; measures the value of the firm. Corporate governance always concerns about the mechanisms that safeguard the investors’ interest. ROA shows the earning power of invested capital. The study of Saudi Market showed the relationship between board mechanisms and firms performance (ROA) based on the annual reports. The study could not find any significant relationship between the audit committee size and the firm performance where there was an insignificant relationship between the board size and the firm performance.
[bookmark: _Toc13055893]To find the relationship between corporate governance score and performance of firm profitability used ROA as a proxy of profitability, 3 research hypotheses will be analyzed.








[bookmark: _Toc17580160]Chapter Three
[bookmark: _Toc17580161]Research Hypothesis
	





III. Research Hypothesis
The main objective of this study is to point out the relationship between CGS and Profitability. On the premise of theory and literature review and keeping in view the analysis objectives, this project will analyze following 3 hypotheses-
[bookmark: _Toc17580162]H1: There is a positive relationship between Board Size and ROA as a proxy of Profitability.
Although board size is one amongst the vital mechanisms of good corporate governance however there is a mixed opinion among researchers relating to size of the board and financial performance. Some researchers say that there is a negative relationship between board size and bank performance (Mishra et al., 2001; Singh and Davidson, 2003, Holthauson and Larcker, 1993; Hermalin and Weisbach, 2003), whereas other researchers suggest that there is a positive relation between board size and bank performance (Shukeri et al., 2012; Adam and Mehran, 2003; Mak and Kusnadi, 2005; Kiel and Nicholson, 2003). It is because, in a situation where board size is small, their likeminded persons are appointed as directors and abuse the rights of minor shareholders. In spite of having difficulties to manage a large board in banks which causes delays in executing vital decisions and creates hidden costs for banks however at the same time it is very beneficial for firm performance where the rights of minor shareholders are at stake.  Again, some researchers found that bank performance is unaffected by size of the board (Holthauson and Larcker, 1993). This finding is additionally supported by Forbes and Milliken, (1999). Adams and Mehran (2012) report alike outcomes for board size whereas they are doing not propose any relation between performance and independent directors. Likewise, Wintoki et al. (2012) reveal no relation between board size or independent directors and firm performance.
[bookmark: _Toc17580163]H2: There is a positive relationship between Audit Committee size and ROA as a proxy of Profitability.
Many of the auditors recommended that there is a correlation between audit function and firm's performance. Internal audit assists management and also the board of directors within the effective performance of their responsibility (Lorsch and Young 1990). A group of researchers recommend that the audit committee plays an outsize role in consolidation of financial control within an organization (Vinten and Lee, 1993). Audit committees help to find out the errors in earnings management, which otherwise may lead to inaccurate financial statements (Defond and Jiambalvo, 1991; Peasnell et al., 2000). The effective internal audit can even safeguard the firm from potential losses and increase level of shareholders value (Awdat, 2015), Internal audit tends to attain higher returns by improving higher firm performance (Feizizadeh, 2012). Audit committee contributes a lot in cognitive process of Board of Directors, management, internal audit and external audit.
[bookmark: _Toc17580164]H3: There is a positive relationship between Corporate Governance Score and Profitability.
In developing countries, companies try to ensure higher compliance of corporate governance, its influential factors and impact on financial performance of firm (such as Akhtaruddin, 2005, Hossain, 2008, Mutawaa and Hewaidy, 2010, Owusu-Ansah, 1998, Wallace and Naser, 1995). To understand the determinants of compliance previous studies in different company attributes including board size, audit committee size, profitability, total assets, leverage etc. According to IFC (2014), “a scorecard is a quantitative tool to measure the level of observance of a code/or a standard of corporate governance. Scorecards compare governance practices to a benchmark. Typically the benchmark is a national code of corporate governance or an international code or standard. Scorecards are not used principally to measure regulatory compliance. Rather, score-cards measure the observance with a voluntary code of best practice. Scorecards are used to assess a company’s governance practices, show progress over time, and compare different companies and even groups of companies within or across countries”. It can measure the quality of governance practices in companies. It can show us whether the companies properly follow the recommended codes. It can be used to compare practices between companies and also between countries. The total score achieved by each of the  banks  has  been  used  as  the  measure  of  bank  compliance with the CCG (Islam, Sathye & Hu, 2005). Here in this study, score is the main independent variable of whose influence over dependent variable (ROA) is measured. It is hoped a have a positive relationship between them could be found.
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IV. Methodology of the Study
This project is relying on quantitative design. The evaluation and assessment of the bank performance is according to the secondary data gathered from the company's' annual report. Statistical tools such as descriptive statistics, correlation matrix and regression have been applied using Microsoft Excel to study the relationship between corporate governance scoring and corporate profitability using secondary data. There are 29 enlisted banks in Bangladesh. The annual of 5years from FY 2013-14 to FY 2017-18 has been analyzed to conduct this study. The annual reports are mostly available in banks website. The annual reports are used to find the information about the disclosure of corporate governance status. In this study, 30 points of SEC has been used also to conduct analysis. There are 3 type variables. Such as independent variables (management (BOD and Audit Committee), shareholders’ value and disclosure & financial reporting), dependent variables (NI and ROA) and control variables (firm’s size (total assets) and leverage ratio (consolidated)).
[bookmark: _Toc17580167]4.1 Attributes and Variables
[bookmark: _Toc17580168]4.1.1 Sample Selection
The sample consists of 29 Bangladesh banking companies (Appendix), which are listed on the DSE (Dhaka Stock Exchange).
	Particular
	Population Size
	Sample Size

	Listed Banks
	30
	29





[bookmark: _Toc17580169]4.1.2 Concept of Variables
Variables of Data
[bookmark: _Toc16926208][bookmark: _Toc17394069][bookmark: _Toc17573447]Table 4 1 
Variables of Data
	Variables
	Symbols

	Management (BOD and Audit Committee),
	CGSA

	Shareholders’ value
	CGSB

	Disclosure & Financial Reporting
	CGSC

	Corporate Governance Index/Score
	CGSD

	Return on Assets
	ROA

	Net Income
	NI

	Firm Size
	Log_TA

	Leverage Ratio
	leverage


a) [bookmark: _Toc17580170]Independent Variables
This study considered three independent variables, first one is corporate governance score based on 3 major attributes – management (BOD and Audit Committee), shareholders’ value and disclosure & financial reporting. Other two are Board size and audit committee size.
i. Management (BOD and Audit Committee)
· Board of Directors
According to the Bangladesh Code of corporate governance, for better function the board size has to be in between 07 to 15 members. Duality of directors, executive and non-executive directors have to be different in his or her duties or work. Diversity is vital in board composition to perform better and gain steam in corporate governance. 
· Audit Committee
The audit committee may be a committee of the board of directors responsible for oversight of the financial reporting process, selection of the independent auditor and receipt of audit results both internal and external. Several studies about audit committee found that audit committee plays an important role for ensuring corporate governance. Minimum 6-10 times audit committee meeting should be meet in a year. 
ii. Shareholders’ value
Transparency of information such as annual report, financial reports, other information etc. is available to the shareholders.
iii. Disclosure & financial reporting
Information of financial reporting and other information have been disclosed properly within time.
b) [bookmark: _Toc17580171]Dependent Variables
ROA have been used as dependent variables.
· Return of Assets
It is most important ratio in the firm profitability to measure. A higher ratio is better and represents the ability of the management to employ resources to generate profit.
c) [bookmark: _Toc17580172]Control Variables
The research uses some control variables to support the independent and dependent variables – firm’s size (total assets) and leverage of the firm.
· Size of the Firm
Here firm size means total asset of the firm. Firm’s size depends on its total assets amount.
· Leverage Ratio
Leverage ratio measures how much capital comes in the form of debt (loans) or assesses the ability of a company to meet its financial obligations.
[bookmark: _Toc17580173]4.2 Data Collection
[bookmark: _Toc17580174]4.2.1 Data Collection Process
This paper collects data from secondary resources. There are some research questions and with those questions a quantitative analysis was prepared to show the relationship of corporate governance compliance & firms attributes and Corporate Governance Score & profitability.
[bookmark: _Toc17580175]4.2.2 Types of Data
· Annual reports of 29 listed banks (2017-2013)
· Listed banks websites.
· SEC guidelines
· Guidelines of Bangladesh Bank
[bookmark: _Toc17580176]4.3 Sample design and Model specification 
Microsoft Excel, STATA 13.0 has been used to analyze the data.
Model Specification
Regression Model,
 
[bookmark: _Toc13055894]Where,
· β0 is intercept
· Return on Asset (ROA) is taken as dependent variables 
· Board Size (BDS), Size of Audit Committee (ACS) and Corporate Governance Score (CGS) are taken as independent variables.
· Log_TA and leverage is used as control variables.
· e represents the error term.
· 
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V. Analysis and Findings of the Study
[bookmark: _Toc17580179]5.1 Analysis and Findings
a) [bookmark: _Toc17580180]Descriptive statistics
The descriptive statistics for key variables used in this paper have been summarized in Table – 4 below
[bookmark: _Toc16926209][bookmark: _Toc17394070][bookmark: _Toc17573455]Table 5 1 
Descriptive Analysis
	Variables
	Observation
	Mean
	Standard Deviation
	Minimum
	Maximum

	ROA
	145
	0.388655
	0.1793375
	-.0.344
	1.3

	CGS
	145
	28.70345
	0.9655463
	28
	38

	ACS
	145
	4.544828
	0.8973674
	3
	6

	BDS
	145
	12.86897
	3.830171
	5
	21

	Log_TA
	145
	5.310783
	0.3096777
	4.071338
	4.186768

	Leverage
	145
	0.9194821
	0.2337688
	0.000274
	1.886839


From the table – 4, observation showed the descriptive statistics concerning dependent and independent variables used in this study. In this project the sample size is 29 and the number of years is 5 (2013 to 2017), so the total observation number is 145. Dependent variable is ROA used as a proxy of firm’s performance. As we know that dependent variables must be influenced by independent variables, so we didn’t take ROA and NI together because one dependent variable cannot influence another dependent variable. The variables ROA mean is 0.0388 with a minimum of -0.034 and a maximum of 1.3. Independent variables are ACS= Audit Committee Size, BDS = Board of Directors Size and CGS= Corporate Governance Score. There are some control variables that have been used to analyze the study and the hypothesis, size of the firm total asset= Log_TA and leverage ratio. ACS mean is 5 with the minimum number 3 and maximum number 6 and BD mean is 13; with the minimum number 5 and maximum number 21. The statistics also show that the enlisted banks of Bangladesh are fairly compliant with the requirements having an average of 28.70345 mean of CGS, with the minimum number 28 and maximum number 38 and the standard deviation of CGS is 1.00 > 0.9655463 which is a good sign.


b) [bookmark: _Toc17580181]Correlation Matrix
[bookmark: _Toc16880979]Correlation matrix reveal the strength of the relationship between two variables and the direction of relationship; positive and negative. It can range from -1.00 to +1.00. In this project, Bank performance is measured by ROA as a proxy of profitability. The Table – 5 presents the correlation matrix of the dependent and independent variables used in the estimation. Result of correlation analysis is shown in below Table – 5,
[bookmark: _Toc17573456]Table 5 2 
Correlation Matrix
	
	ROA
	Log_NI
	CGS
	Log_TA
	Leverage
	ACS
	BDS

	ROA
	1.0000
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Log_NI
	0.7481*
	1.0000
	
	
	
	
	

	
	0.0000
	
	
	
	
	
	

	CGS
	-0.1209
	-0.1471**
	1.0000
	
	
	
	

	
	0.1474
	0.0816
	
	
	
	
	

	Log_TA
	0.0299
	0.3647*
	-0.1284
	1.0000
	
	
	

	
	0.7214
	0.0000
	0.1236
	
	
	
	

	Leverage
	-0.0044
	0.0799
	-0.0018
	-0..3793*
	1.0000
	
	

	
	0.9581
	0.3465
	0.9830
	0.0000
	
	
	

	ACS
	-0.2769*
	-0.1472**
	-0.0286
	-0.0607
	0.0003
	1.0000
	

	
	0.0007
	0.0816
	0.7325
	0.4684
	0.9975
	
	

	BDS
	-0.2222*
	-0.0723
	-0.1251
	0.2986*
	-0.2228*
	0.3866*
	1.0000

	
	0.0072
	0.3940
	0.1337
	0.0003
	0.0071
	0.0000
	

	* Correlation is significant at the 0.01 level; ** Correlation is significant at the 0.10 level.




c) [bookmark: _Toc17580182]Regression (OLS)
The Table 6 is showing the whole sample with the governance score (CGS), along with several   other control variables including, firm size and leverage. It is revealed that the CGS has statistically significant positive associations with ROA, whereas leverage shows a negative relationship with firm value. The regression result is shown in below Table – 6:
[bookmark: _Toc17573457]Table 5 3 
Regression Analysis
	Source
	SS
	df
	MS
	
	Number of obs
	=145

	
	
	
	
	
	F (3, 141)
	=3.66

	Model
	0.538747699
	5
	0.10774954
	
	Prob > F
	=0.0038

	Residual
	4.09257345
	139
	0.029442974
	
	R-square
	=0.1163

	Total
	4.63132115
	144
	0.0321161952
	
	Adj R-squared
	=-0.0845

	
	
	
	
	
	Root MSE
	=0.17159

	
	
	
	
	
	
	
	

	ROA
	Coefficient
	Standard Error
	t
	P> | t |
	[95 % conf. Interval]

	CGS
	-0.0267404
	0.0150304
	-1.78
	0.077
	-0.0564581
	0.0029772

	ACS
	-0.0419314
	0.0176436
	-2.38
	0.019
	-0.0768158
	-0.007047

	BDS
	-0.0083194
	0.0043741
	-1.90
	0.059
	-0.0169679
	0.000329

	Leverage
	-0.022035
	0.0668062
	-0.33
	0.742
	-0.1541227
	0.1100527

	Log_TA
	0.0236264
	0.0528327
	0.45
	0.654
	-0.0802461
	0.1274988

	_cons
	0.9988278
	0.5650397
	1.77
	0.079
	-0.1183561
	2.116012



This study develops a regression model to analyze how independent, dependent variables can effect on CGS.
ROA = A0 + A1BDS+A2ACS+A3CGS+E
In Table 6, the regression is run by taking ROA as a dependent variable. The regression output reveals that the dependent variable is explained by the explanatory variables in the model with R-square and adjusted R-square of 11.63% and 8.45% respectively. The F-statistic of 3.66 is also significant. It is clear that these values are supportable with ROA. P- value of 0.0038 which is less than the significant level 0.01 suggesting that corporate governance has an impact on ROA. Therefore, it can be concluded that 95% of the impact is in the significant level. The results of the estimation procedure indicate that none of the independent variables have statistically significant effect on the extent to which banks are complying with the Code. There is a negative relationship between BDS and ROA, and also negative relationship between ACS and ROA.  Board size and Audit committee has no relation with ROA.
For hypothesis 1(relationship between Board Size and Profitability), the correlation coefficient of Board size and ROA was -0.2222 and significance value of P = 0.0072 was less than 0.01. It means there is a negative correlation exists between Board size and ROA. Size and performance indicators ROA and significance value of P = 0.0072 < 0.01. H1 is rejected. It can be concluded that there is no relationship between Board size and ROA and Board size and ROE.
For hypothesis 2 (relationship between audit committee and Bank Performance), the negative  values of correlation coefficient with  ROA -0.2769* which indicated   that there is  a   negative correlation exists between number  of  members  in audit  committee  and  profitability measured by ROA and  significance value of P, ROA  = 0.0007 < 0.01. Therefore, H2 is rejected.  It  means  there  is  a higher negative correlation  relation exist  between  members  of  audit  committee and  ROA. 
For hypothesis 3 (relationship between corporate governance score and Bank Performance), the negative  values of correlation coefficient with  ROA -0.1471 which indicated   that there is  a   negative correlation  exists  and  profitability measured by ROA and  significance  value  of  P is 0.10 > 0.0816 >  0.05 .Therefore, it  means  there  is  a correlation  relation exist  between  members  of  CGS and  ROA. 


[bookmark: _Toc17580183]5.2 Result of the study
The report has mentioned three hypotheses.
For hypothesis 1(relationship between Board Size and Profitability), the correlation coefficient of Board size and ROA was -0.2222 and significance value of P = 0.0072 was less than 0.01. It means there is a negative correlation exists between Board size and ROA. Size and performance indicators ROA and significance value of P = 0.0072 < 0.01. H1 is rejected. It can be concluded that there is no relationship between Board size and ROA and Board size and ROE.
For hypothesis 2 (relationship between audit committee and Bank Performance), the negative  values of correlation coefficient with  ROA -0.2769* which indicated   that there is a negative correlation  exists between  number  of  members  in audit committee and profitability measured by ROA and  significance  value  of  P, ROA  = 0.0007 < 0.01. Holthauson and Larcker, (1993) found that bank performance is unaffected by board size. Therefore, H2 is rejected. It means there is a higher negative correlation relation exists between members of audit committee and ROA. 
For hypothesis 3 (relationship between corporate governance score and Bank Performance), the negative values of correlation coefficient with ROA -0.1471 which indicated that there is a   negative correlation exists and profitability measured by ROA. Statman and Gluskhov (2009) stated that they could not find any significant relationship between corporate governance and firm performance. Therefore, it  means  there  is no correlation  relation exist  between  members  of  CGS and  ROA.
[bookmark: _Toc17573458]Table 5 4 
Results
	Hypothesis
	Results

	H1: There is a negative relationship between Board Size and ROA as a proxy of Profitability.  
	Negative but not significant
	Not Accepted

	H2: There is a negative relationship between Audit Committee size and ROA as a proxy of Profitability. 
	Negative but not significant
	Rejected

	H3: There is a negative relationship between Corporate Governance Score and Profitability
	Negative but not significant
	Rejected
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		VI. Conclusion and Recommendations
[bookmark: _Toc17580186]6.1 Conclusion
This study aimed to show the relationship between CGS and profitability and discuss about the corporate governance (CG), the importance of corporate governance, principles of corporate governance, corporate governance guidelines & corporate governance score (CGS) and the compliance of codes of corporate governance in Banking sector The discussion also included the codes of corporate governance of Bangladesh, comparison of revised notification of codes of corporate governance 2006 and 2012 by Bangladesh Securities Exchange and Commission (BSEC) and the international pillars of corporate governance. Further, it studied to find and analyze about the relationship between corporate governance score and profitability of listed banks in Bangladesh.
In Bangladesh, many banks don’t follow codes of corporate governance. There was a massive crash in share market in 2010 – 2011 after 1996. The fallen reason was company didn’t follow the codes of corporate governance, rules and regulations of Bangladesh Bank and the law of Companies Act 1994. Board members mislead the company management; information about financial performance was inaccurate and imbalanced, lastly false good impression led investors in trouble which created a bad image for companies.
The overall findings indicate that the listed banks of Bangladesh are highly compliant with the Code provisions. Similar findings have also been reported by the study of Ferdous (2013). This study also examined the relationship between the level of compliance and firm attributes, namely board size, size of auditor committee and corporate governance scoring and none of these showed significant correlation with corporate governance index of the banks of Bangladesh. Akhtaruddin, (2005) found that there is no significant relationship between level of compliance and profitability of banks. By following the codes of corporate governance and rules regulations of Bangladesh Bank (BB), some banks are performing outstanding. It can be concluded that good corporate governance guides the company and reflects a positive impact on corporate profitability to impress shareholders or investors. Companies which are governed by taking care of the interest of investors; emphasizing on the quality of directors, business ethics; disclosure transparency and fairness in information and accountability.
[bookmark: _Toc17580187]6.2 Recommendations
This study examined the relationship between corporate governance scoring and profitability of Bangladeshi listed banking companies. When ROA and NI were used as dependent variables, all the corporate governance variables were different in associating with firm performance. Some recommendation based on the literature and analysis that are – 
1) The Code of corporate governance for banks in Bangladesh needs to be revised. It is very important that the provisions themselves are made up-to-date and appropriate enough to meet the local and international needs.
2) CGS is very poor for the sample financial sector firms in Bangladesh. The SEC Guidelines should also expand its scope to incorporate and the regulators need to ensure that instead of the provisions being mere regulations they guide and assist companies so that they are being implemented and adopted in the banks regular practice.
3) For provisions like independent directors, the policy makers need to emphasize more on their expertise, integrity and commitment and the position of independent director.
4) Policy guidelines such as financial sector knowledge, skill and expertise to understand the concept and importance of corporate governance. Its role in increasing performance is needed to improve the governance status and reflect it on profitability performance.
5) The voluntary provisions of the code must be set with an effective implementation design and the companies must be made well aware about the provisions and should be given proper training to implement the code of corporate governance with realization of specific benefits of compliance.
6) The  regulators should have  sufficient  number  of  skilled staff  and  should  also  have  the proper  training on  how  to  extend  support  to companies in implementing provisions and monitor the compliance by the companies over time.
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	1. ABBANK ( AB Bank Limited )
	2. MTB ( Mutual Trust Bank Ltd. )

	3. ALARABANK ( Al-Arafah Islami Bank Ltd )
	4. NBL ( National Bank Ltd. )

	5. BANKASIA ( Bank Asia Ltd. )
	6. NCCBANK ( National Credit and Commerce Bank Ltd. )

	7. BRACBANK ( BRAC Bank Ltd. )
	8. ONEBANKLTD ( One Bank Limited )

	9. CITYBANK ( The City Bank Ltd. )
	10. PREMIERBAN ( Premier Bank Ltd. )

	11. DHAKABANK ( Dhaka Bank Ltd. )
	12. PRIMEBANK ( Prime Bank Ltd. )

	13. DUTCHBANGL ( Dutch-Bangla Bank Ltd. )
	14. PUBALIBANK ( Pubali Bank Ltd. )

	15. EBL ( Eastern Bank Ltd. )
	16. SHAHJABANK ( Shahjalal Islami Bank Ltd. )

	17. EXIMBANK ( Export Import (Exim) Bank of Bangladesh Ltd )
	18. SIBL ( Social Islami Bank Limited )

	19. FIRSTSBANK ( First Security Islami Bank Limited )
	20. SOUTHEASTB ( Southeast Bank Ltd. )

	21. ICBIBANK ( ICB Islamic Bank Limited )
	22. STANDBANKL ( Standard Bank Limited )

	23. IFIC ( IFIC Bank Ltd. )
	24. TRUSTBANK ( Trust Bank Limited )

	25. ISLAMIBANK ( Islami Bank Bangladesh Limited )
	26. UCB ( United Commercial Bank Ltd. )

	27. JAMUNABANK ( Jamuna Bank Ltd. )
	28. UTTARABANK ( Uttara Bank Limited )

	29. MERCANBANK ( Mercantile Bank Ltd. )
	





· [bookmark: _Toc17580193]Code of Corporate Governance in check list
Codes that followed by Banking Sectors
	Code of Corporate Governance
	Check Statements

	Board of Directors
	 
	 

	1. Develop a Director Job Description including roles, rights, responsibilities, and required qualifications.
	Yes
	 

	2. Develop and agree to a Board Code of Conduct.
	Yes
	 

	3. Create Committees of the Board of Directors as appropriate.
	Yes
	 

	4. Initiate a board performance review process. If a review has not previously evaluated the size of the board, director re-election policy and term limits, such items should be included in the review. 
	Yes
	 

	5. Create and affirm a Statement of Going Concern and Compliance Certificate.
	Yes
	 

	6. Develop a Board Charter, which establishes the roles, responsibilities, and specific annual objectives of the board. From the Board Charter, a board work plan can be developed.
	Yes
	 

	7. Develop a programme of training of individual directors and the board as a whole. Particular focus should be given to new directors.
	Yes
	 

	 8. Based on the above, make appropriate changes to the Memorandum and Articles of Association.
	Yes
	 

	Employees
	
	 

	1. Develop an Employee Code of Conduct. 
	Yes
	 

	2. The Code of Conduct should be incorporated into employment contracts and be a requirement of employment.
	Yes
	 

	3. An enforcement programme should identify and punish violations of the Code of Conduct.
	Yes
	 

	Shareholders
	Yes
	 

	1. Create and distribute a Shareholders’ Handbook.
	Yes
	 

	2. Examine procedures for AGM notice, setting the AGM agenda, voting practices, and recording the results of the AGM.
	Yes
	 

	3. Review procedures for nomination of directors and nomination of the external auditors to ensure adequate and appropriate opportunities for shareholder participation.
	Yes
	 

	Disclosures and Reporting
	 
	 

	1. Make appropriate changes in auditor appointment guidelines to institute a rotation of audit firms or partners. 
	Yes
	 

	2. Expand the annual report to include disclosures as provided in the Sample Contents of an Annual Report (Appendix).
	Yes
	 

	Financial Institutions
	Yes
	 

	1. Develop and publish a Code of Best Practice for Customers.
	Yes
	 

	2. Develop and publish a Code of Corporate Social and Environmental Responsibility.
	Yes
	 

	3. Expand disclosures in the Annual Report and other public documents to comply with the Code of Corporate Governance.
	Yes
	 

	4. Initiate a risk management review, if such a review is not already practiced.
	Yes
	 

	5. Review credit assessment process to incorporate corporate governance into credit decisions.
	Yes
	 

	6. Develop and affirm an attestation from the CEO/MD that material risks are being effectively identified, monitored, and managed.
	Yes
	 

	7. Develop and assign personnel to a Corporate Governance Compliance programme.
	Yes
	 

	State Owned Enterprises
	 
	 

	1. Define shareholder(s) and monitoring agency.
	Yes
	 

	2. Develop a Statement of Corporate Intent and negotiate and agree such statement with the responsible monitoring agency. Develop a process for reporting and performance appraisal based on the Statement of Corporate Intent.
	Yes
	 

	3. Develop statement of director’s duties and responsibilities.
	Yes
	 

	4. Review internal control systems, auditing, and reporting and disclosure practices for compliance with the Code of Corporate Governance.
	Yes
	 

	Institutional Investors
	 
	 

	1. Develop and publish investment principles and practices.
	Yes
	 

	 2. Develop voting guidelines and procedures. Establish a record-keeping system for proxy voting performance monitoring.
	Yes
	 

	3. Develop guidelines for taking an active role in corporate governance of companies in which investments are made.
	Yes
	 

	4. Publish corporate governance principles and practices which are expected from companies in which investments are made.
	Yes
	 



· [bookmark: _Toc17580194]Bangladesh Corporate Governance Guidelines and Compliance (2006)
	Code of CG
	Title

	1.0 Board of Directors

	1.1 Board's size
	The number of the Board members of the company should not be less than 5 and more than 20

	1.2 Independent Directors
	i) At least one tenth (1/10) of the total number of the company's Board of directors, subject to a minimum of one, should be independent directors
ii) The in dependent director(s) should be appointed by the elected directors

	1.3 Chairman & CEO
	The positions of the Chairman of the Board and the Chief Executive Officer of the company should preferably be filled by different individuals. The Chairman of the company should be elected from among the directors of the company. The Board of Directors should clearly define respective roles and responsibilities of the Chairman and the Chief Executive Officer.

	1.4 Directors'’  Report to Shareholders
	a) The financial statements prepared by the management of the issuer company present fairly its state of affairs, the result of its operations, cash flows and changes in equity.
b) Proper books of account of the issuer company have been maintained.
c) Appropriate accounting policies have been consistently applied in preparation of the financial statements and that the accounting estimates are based on reasonable and prudent judgment.
d) International Accounting Standards, as applicable in Bangladesh, have been followed in preparation of the financial statements and any departure there from has been adequately disclosed.
e) The system of internal control is sound in design and has been effectively implemented and monitored.
f) There are no significant doubts upon the issuer company’s ability to continue as a going concern. If the issuer company is not considered to be a going concern, the fact along with reason thereof should be disclosed.
g) Significant deviations from last year in operating   results   of   the   issuer company should be highlighted and reasons thereof should be explained. 
h) Key operating and financial data of at least preceding three years should be summarized
i) If the issuer company  has  not  declared  dividend  (cash  or  stock)  for  the  year,  the  reasons thereof should be given.
j) The number of Board meetings held during the year and attendance by each director should be disclosed.
k) The pattern of shareholding should be reported to disclose the aggregate number of shares (along with name wise details where stated below) held by:-
i) Parent/Subsidiary/Associated  companies  and other related parties (name wise details);
ii)  Directors, Chief Executive Officer, Company  Secretary, Chief Financial Officer, Head of Internal Audit and their spouses and minor children (name wise details);
iii)  Executives; and
iv) Shareholders holding ten percent (10%) or more votes’ interest in the company (name wise details).

	2.0 Chief Financial Officer (CFO), Head of Internal Audit and Company Secretary

	2.1 Appointment
	The company should appoint a Chief Financial Officer (CFO), a Head of Internal Audit and a Company Secretary. The Board of Directors should clearly define respective roles, responsibilities and duties of the CFO, the Head of Internal Audit and the Company Secretary.

	2.2 Requirement to Attend Board Meeting
	The CFO and the Company Secretary of the companies should attend meetings of the Board of Directors, provided that the CFO and/or the Company Secretary should not attend such part of a meeting of the Board of Directors which involves consideration of an agenda item relating to the CFO and/or the Company Secretary.

	3.0 Audit Committee

	
	The company should have an Audit Committee as a sub-committee of the Board of Directors. The audit committee   should assist the Board of Directors in ensuring that the financial statements reflect true and fair view of the state of affairs of the company and in ensuring a good monitoring system within the business.
The Audit Committee shall be responsible to the Board of Directors. The duties of the Audit Committee   should   be   clearly set forth in writing

	3.1 Constitution of Audit Committee
	i) The Audit Committee should be composed of at least 3 (three) members
ii) The Board of Directors should appoint members of the Audit Committee who should be directors of the   company and should include at least one independent director.
iii) When the term of service of the Committee members expires or there is any circumstance causing any Committee member to be unable to hold office until  expiration of the term of service, thus making the number of the Committee members to be lower than the prescribed number of 3 (three) persons, the Board of Directors should appoint the new Committee member(s)  to  fill up the vacancy (is) immediately or not later than 1 (one) month from the date of vacancy (ies) in the Committee to ensure continuity of the performance of    work of the Audit Committee.

	3.2 Chairman of Audit Committee
	i) The Board of Directors should select 1 (one) member of the Audit Committee to be Chairman of the Audit Committee.
ii) The Chairman of the audit committee should have a professional qualification or knowledge, understanding and experience in accounting or finance.

	3.3 Reporting of the Audit Committee  
	

	3.3.1 Reporting to the Board of Directors
	i) The audit Committee should report on its activities to the Board of Directors
ii) The Audit Committee should immediately report to the Board of Directors on the following findings, if any:-
(a) Report on conflicts of interests 
(b) Suspected or presumed fraud or irregularity or material defect in the internal control system;
(c) Suspected infringement of laws, including securities related laws, rules and regulations; and
(d) Any other matter which should be disclosed     to     the Board of Directors immediately.

	3.3.2 Reporting to the Authorities
	If the Audit Committee has reported to the Board of Directors about anything which has material impact on the financial condition and results of operation and has discussed with the  Board of Directors and the management that any rectification  is  necessary and if the Audit Committee finds that such rectification has been unreasonably ignored, the Audit Committee should report such finding to the Commission, upon reporting of such  matters to the Board of Directors for three times of completion of a period of 9 (nine) months from the date of first reporting to the Board of Directors, whichever is earlier.

	3.4 Reporting to the Shareholders and General Investors
	Report on activities carried out by the Audit Committee, including any report made to the Board of Directors under condition 3.3.1 (ii) above during the year, should be signed by the Chairman of the Audit Committee and disclosed in the annual report of the issuer company.

	4.0 External/Statutory Auditors

	
	i) Appraisal or valuation services or fairness opinions;
ii) Financial information systems design and implementation:
iii) Book-keeping or other services related to the accounting records or financial statements;
iv) Broker-dealer services;
v) Actuarial services:
vi) Internal audit services; and
vii) Any other service that the Audit Committee determines
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	Code of CG
	Title

	1.0
	Board of Directors

	1.1
	Board's size The number of the Board members of the company should not be less than 5 and more than 20.

	1.2 
	Independent Directors

	1.2 (i)
	At least one fifth (1/5) of the total number of Directors of Board shall be Independent Directors.

	1.2 (ii)
	Independent Directors means a Director:

	1.2 (ii) (a)
	Who either does not hold any share in the company or holds less than one percent (1%) shares of the total paid-up shares of the company.

	1.2 (ii) (b)
	Who is not a sponsor of the company and is not connected with the company’s any sponsor or Director or shareholder who holds one percent (1%) or more shares of the total paid-up shares of the company on the basis of family relationship. His/her family members also should not hold above mentioned shares in the company;

	1.2 (ii) (c)
	Who does not have any other relationship, whether pecuniary or otherwise, with the company or its subsidiary/associated companies

	1.2 (ii) (d)
	Who is not a Member, Director or Officer of any Stock Exchange;

	1.2 (ii) (e )
	Who is not a shareholder, Director or Officer of any Member of Stock Exchange or an intermediary of the capital market;

	1.2 (ii) (f)
	Who is not a partner or an Executive or was not partner or an Executive during the preceding 3 (three) years of the concerned company’s statutory audit firm;

	1.2 (ii) (g)
	Who shall not be an Independent Director in more than 3 (three) listed companies;

	1.2 (ii) (h)
	Who has not been convicted by a court of competent jurisdiction as a defaulter in payment of any loan to a Bank or a Non-Bank Financial Institution (NBFI);

	1.2 (ii) (i)
	Who has not been convicted for a criminal offence involving moral turpitude

	1.2 (iii)
	The Independent Director(s) shall be appointed by the Board of Directors and approved by the Shareholders in the Annual General Meeting (AGM)

	1.2 (iv)
	The post of Independent Director(s) cannot remain vacant for more than 90 (ninety) days.

	1.2 (v)
	The Board shall lay down a code of conduct of all Board members and annual compliance of the code to be recorded.

	1.2 (vi)
	The tenure of office of an Independent Director shall be for a period of 3 (three) years, which may be extended for 1 (one) term only.

	1.3
	Qualification of Independent Directors

	1.3 (i)
	Independent Director shall be a knowledgeable individual with integrity who is able to ensure compliance with financial, regulatory and corporate laws and can make meaningful contribution to business.

	1.3 (ii)
	The person should be a Business Leader/ Corporate Leader/Bureaucrat/University Teacher with Economics or Business Studies or Law background/ Professionals like Chartered Accountants, Cost & Management Accountants, and Chartered Secretaries.
The Independent Director must have at least 12 (twelve) years of corporate management/professional experiences.

	1.3 (iii)
	In special cases the above qualifications may be relaxed subject to prior approval of the Commission.

	1.3 Chairman & CEO
	The positions of the Chairman of the Board and the Chief Executive Officer of the company should preferably be filled by different   individuals. The Chairman of the company should be elected from among the directors of the company. The Board of Directors should clearly define respective roles and responsibilities of the Chairman and the Chief Executive Officer.

	1.4
	Chairman of the Board and Chief Executive Officer (CEO)

	
	The Chairman of the Board and the Chief Executive Officer shall be different individuals. The Chairman shall be elected from among the directors. The Board of Directors shall clearly define respective roles and responsibilities of the Chairman and the CEO.

	1.5
	The Directors’ Report to Shareholders

	1.5 (i)
	Industry outlook and possible future developments in the industry.

	1.5 (ii)
	Segment-wise or product-wise performance.

	1.5 (iii)
	Risks and concerns

	1.5 (iv)
	A discussion on Cost of Goods sold, Gross Profit Margin and Net Profit Margin.

	1.5 (v)
	Discussion on continuity of any Extra-Ordinary gain or loss.

	1.5 (vi)
	Basis for related party transactions- a statement of all related party transactions should be disclosed in the annual report;

	1.5 (vii)
	Utilization of proceeds from public issues, rights issues and/or through any others instruments

	1.5 (viii) 
	An explanation if the financial results deteriorate after the company goes for Initial Public Offering (IPO), Repeat Public Offering (RPO), Rights Offer, Direct Listing, etc.

	1.5 (ix)
	If significant variance occurs between Quarterly Financial performance and Annual Financial Statements the management shall explain about the variance on their Annual Report.

	1.5 (x)
	Remuneration to Directors including Independent Directors.

	1.5 (xi)
	The financial statements prepared by the management of the issuer company present fairly its state of affairs, the result of its operations, cash flows and changes in equity.

	1.5 (xii)
	Proper books of account of the issuer company have been maintained.

	1.5 (xiii)
	Appropriate accounting policies have been consistently applied in preparation of the financial statements and that the accounting estimates are based on reasonable and prudent judgment.

	1.5 (xiv)
	International Accounting Standards (IAS)/ International Financial Reporting Standards (IFRS) as applicable in Bangladesh have been followed in preparation of the financial statements and any departure therefrom has been adequately disclosed.

	1.5 (xv)
	The system of internal control is sound in design and has been effectively implemented and monitored

	1.5 (xvi)
	There are no significant doubts upon the issuer company’s ability to continue as a going concern. If the issuer company is not considered to be a going concern, the fact along with reasons thereof should be disclosed.

	1.5 (xvii) 
	Significant deviations from the last year’s operating results of the issuer company shall be highlighted and the reasons thereof should be explained.

	1.5 (xviii)
	Key operating and financial data of at least preceding 5 (five) years shall be summarized.

	1.5 (xix)
	Reason for non-declaration of dividend.

	1.5 (xx)
	The number of Board meetings held during the year and attendance by each Director shall be disclosed.

	1.5 (xxi)
	Pattern of shareholding and name wise details (disclosing aggregate number of shares).

	1.5 (xxi) (a)
	Parent/Subsidiary/Associated Companies and other related parties.

	1.5 (xxi) (b)
	Directors, Chief Executive Officer, Company Secretary, Chief Financial Officer, Head of Internal Audit and their spouses and minor children.

	1.5 (xxi) (c)
	Executives;

	1.5 (xxi) (d)
	Shareholders holding ten percent (10%) or more voting interest in the company.

	1.5 (xxii) 
	In case of the appointment/re-appointment of a director the company shall disclose

	1.5 (xxii) (a)
	A brief resume of the director

	1.5 (xxii) (b)
	Nature of his/her expertise in specific functional areas;

	1.5 (xxii) (c)
	Names of companies in which the person also holds the directorship and the membership of committees of the Board.

	2.0
	Appointment of CFO, HIA and CS

	2.1
	Appointment of CFO, HIA and CS and defining their respective roles, responsibilities and duties.

	2.2
	The CFO and the CS shall attend the meetings of the Board of Directors.

	3.0
	Audit Committee

	3.0 (i)
	The company shall have an Audit Committee as a sub-committee of the Board of Directors.

	3.0 (ii)
	The Audit Committee shall assist the Board of Directors in ensuring that the financial statements reflect true and fair view of the state of affairs of the company and in ensuring a good monitoring system within the business.

	3.0 (iii)
	The Audit Committee shall be responsible to the Board of Directors. The duties of the Audit Committee shall be clearly set forth in writing

	3.1
	Constitution of Audit Committee

	3.1 (i)
	The Audit Committee shall be composed of at least 3 (three) members.

	3.1 (ii)
	The Board of Directors shall appoint Members of the Audit Committee who shall be Directors of the Company and shall include at least 1 (one) Independent Director.

	3.1 (iii)
	All Members of the Audit Committee should be “financially literate” and at least 1 (one) Member shall have accounting or related financial management experience.

	3.1 (vi)
	Expiration of the term of service of Audit Committee members making the number lower than 3(three) and fill up the vacancy/(ies) by the Board not later than 1 (one) month from the date of vacancy/(ies).

	3.1 (v)
	The Company Secretary shall act as the Secretary of the Committee.

	3.1 (vi)
	The quorum of the Audit Committee meeting shall not constitute without at least 1 (one) Independent Director.

	3.2
	Chairman of the Audit Committee

	3.2 (i)
	The Board of Directors shall select 1 (one) member of the Audit Committee to be Chairman of the Audit Committee, who shall be an Independent Director.

	3.2 (ii)
	Chairman of the Audit Committee shall remain present in the Annual General Meeting (AGM).

	3.3
	Role of Audit Committee

	3.3 (i)
	Oversee the financial reporting process

	3.3 (ii) 
	Monitor choice of accounting policies and principles

	3.3 (iii) 
	Monitor Internal Control Risk management process.

	3.3 (iv)
	Oversee hiring and performance of external Auditors.

	3.3 (v)
	Review along with the Management, the Annual Financial Statements before submission to the Board for approval.

	3.3 (vi)
	Review along with the management, the quarterly and half yearly financial statements before submission to the Board for approval

	3.3 (vii)
	Review the adequacy of internal audit function

	3.3 (viii)
	Review statement of significant related party transactions submitted by the Management

	3.3 (ix)
	Review Management Letters/Letter of Internal Control weakness issued by statutory Auditors.

	3.3 (x)
	Disclosure of Audit Committee about the uses/ applications of IPO funds by major category (capital expenditure, sales and marketing expenses, working capital, etc), on a quarterly basis, as a part of their quarterly declaration of financial results. Further, on an annual basis, the company shall prepare a
statement of funds utilized for the purposes other than those stated in the offer document/prospectus

	3.4 
	Reporting of the Audit Committee

	3.4.1
	Reporting to the Board of Directors.

	3.4.1 (i)
	Reporting to the Board of Directors on the activities of the Audit Committee.

	3.4.1 (ii)(a)
	Reporting to Board of Directors on conflicts of interests;

	3.4.1 (ii)(b)
	Suspected or presumed fraud or irregularity or material defect in the internal control system; 

	3.4.1 (ii)(c)
	Suspected infringement of laws, including securities related laws, rules and regulations; and

	3.4.1 (ii)(d)
	Any other matter which shall be disclosed to the Board of Directors immediately.

	3.4.2
	Reporting to BSEC (if any material impact on the financial condition & results signed by the Chairman and disclosed in the Annual Report)

	3.5
	Reporting to the Shareholders of Audit Committee activities, which shall be signed by the Chairman and disclosed in the Annual Report

	4.0 
	External/Statutory Auditors The Issuer Company should not Engage its External/Statutory Auditors to Perform the Following Services of the Company Namely:

	4.0 (i) 
	Appraisal or valuation services or fairness opinions

	4.0 (ii) 
	Financial information systems design and implementation:

	4.0 (iii)
	Book-keeping or other services related to the accounting records or Financial Statements;

	4.0 (iv)
	Broker-dealer services;

	4.0 (v) 
	Actuarial services;

	4.0 (vi) 
	Internal audit services; and

	4.0 (vii) 
	Any other service that the Audit Committee determines.

	4.0 (viii) 
	No partner or employees of the external Audit Firms shall possess any share of the company they audit at least during the tenure of their audit assignment of that company.

	4.0 (ix) 
	Audit/Certification services on compliance of corporate governance as required under (i) of condition No. 7

	5.0
	Subsidiary Company

	5.0 (i) 
	Provisions relating to the composition of the Board of Directors of the holding company shall be made applicable to the composition of the Board of Directors of the subsidiary company.

	5.0 (ii) 
	At least 1 (one) Independent Director on the Board of Directors of the holding company shall be a director on the Board of Directors of the subsidiary company.

	5.0 (iii)
	The minutes of the Board meeting of the subsidiary company shall be placed for review at the following Board meeting of the holding company.

	5.0 (iv)
	The minutes of the respective Board meeting of the holding company shall state that they have reviewed the affairs of the subsidiary company also.

	5.0 (v) 
	The Audit Committee of the holding company shall also review the Financial Statements, in particular the investments made by the subsidiary company

	6.0
	Duties of The CEO and CFO

	6.0 (i) 
	The CEO and CFO shall certify to the Board that they have reviewed Financial Statements for the year and that to the best of their knowledge and belief.

	6.0 (i) (a) 
	These statements do not contain any materially untrue statement or omit any material fact or contain statements that might be misleading.

	6.0 (i)  (b)
	These statements together present a true and fair view of the company’s affairs and are in compliance with existing accounting standards and applicable laws.

	6.0 (ii) 
	There are, to the best of knowledge and belief, no transactions entered into by the company during the year which are fraudulent, illegal or violation of the company’s code of conduct.

	7.0
	Reporting and Compliance of Corporate Governance

	7.0 (i)
	Obtaining certificate from a practicing Professional Accountant/Secretary regarding compliance of conditions of Corporate Governance Guidelines of the BSEC and include in the Annual Report.

	7.0 (ii)
	Directors statement in the directors’ report whether the company has complied with these conditions
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	BOD and management
	
	

	1. Board Chairman and CEO is different persons.
	Yes 
	No

	2. Board Member consist of 7 to 15 members
	Yes 
	No

	3. Do independent directors have 10 years of experience in specific qualification?
	Yes 
	No

	4. Board has sufficient number of independent members
	Yes 
	No

	5. Whether the board comprises mostly non-executive directors
	Yes 
	No

	6. BOD qualified to discharge their duties
	Yes 
	No

	7. Board meetings held according to the regular schedule
	Yes 
	No

	8. Does the Audit Committee include board committee?
	
	

	9. Does the Audit Committee member consist of 3 members
	
	

	10. Has company appointed a company secretary or other qualified officer or external advisor?
	
	

	11. Is the Audit Committee Chairman a non-executive or independent?
	
	

	12. Does the Audit Committee report directly to the BOD?
	
	

	13. Does the audit committee meet at least quarterly
	
	

	Shareholders’ Right
	Yes 
	No

	14. Company books are available to shareholders
	Yes 
	No

	15. Annual report contains with the shareholdings information
	Yes 
	No

	Disclosure & Financial Reporting
	Yes 
	No

	16. Does the bank follow the financial statements framework given by BB and BSEC?
	Yes 
	No

	17. Does the bank follow the accounting standards framework given by ICAB?
	Yes 
	No

	18. Does the bank have an internal audit functions?
	Yes 
	No

	19. Does the bank publicly disclose the CG statement?
	Yes 
	No

	20. Does the bank publicly disclose the Annual Report?
	Yes 
	No

	21. Does the bank publicly disclose the quarterly un audited results?
	Yes 
	No

	22. Does the bank publicly disclose the Balance Sheet and Profit and loss accounts?
	Yes 
	No

	23. Does the bank publicly disclose the Audited financial statement?
	Yes 
	No

	24. Does the bank publicly disclose the Annual directors’ report?
	Yes 
	No

	25. Does the bank publicly disclose the Directors’ shareholding?
	Yes 
	No

	26. Does the bank publicly disclose the Risk management factors?
	Yes 
	No

	27. Does the bank publicly disclose the management structure?
	Yes 
	No

	28. Does the bank publicly disclose the remuneration of directors?
	Yes 
	No

	29. Does the bank provide statement further signed by the chairman and audit committee?
	Yes 
	No

	30. Does the bank publicly disclose the Risk management factors??
	Yes 
	No
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