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Foreword
A strong governance culture is A strong governance culture is 
regarded as one of the key elements to regarded as one of the key elements to 
maintaining and growing a sustainable maintaining and growing a sustainable 
economy.economy.

For this reason, governance increasingly For this reason, governance increasingly 
attracts the attention of the United Arab attracts the attention of the United Arab 
Emirates’ (UAE) Government, regulators, Emirates’ (UAE) Government, regulators, 
and the general public.and the general public.

The Cabinet’s highly anticipated new The Cabinet’s highly anticipated new 
Decision no. (2/9w) of the year 2020 Decision no. (2/9w) of the year 2020 
on the Governance System for Federal on the Governance System for Federal 
Government Boards, is one example Government Boards, is one example 
of the UAE’s governance reforms. of the UAE’s governance reforms. 
These changes focus on the following These changes focus on the following 
governance practices:governance practices:

1.  Board organizational guidelines

2.   Roles of the board secretary 

3.   Board committees 

4.   Conditions for a board member to 
have membership in other federal 
entity boards

5.   Code of ethics and conflict of interest 
management

6.   Board self-evaluation

7.   Whistleblowing

The amendments mentioned  
above are geared toward establishing 
minimum acceptable standards for 
federal government boards’ governance 
practices and ensuring overall 
transparency, financial confidence  
and stability.

The Cabinet’s Decision applies to all 
federal entities and their subsidiaries.

Throughout the following pages we 
highlight:

–  Key requirements of the new 
governance systems for federal 
entities in the UAE.

–  Challenges which federal entities may 
face when implementing the new 
governance systems’ requirements.

–  Our methodologies and approaches 
to support federal entities working to 
comply with the new Cabinet Decision, 
as well as entities seeking to align with 
and benchmark themselves against 
international leading practices.



Highlights of the 
requirements per  
the new Cabinet 
Decision

Responsibility of  
the board of directors

The board must have formally documented terms 
of reference detailing its responsibilities which at a 
minimum should include, but not be limited to:

 – Proposing the organizational structure, annual budget, 
strategic and operational plans and policies to the 
Cabinet for approval.

 – Directing and monitoring the executive management in 
implementing the strategic and operational plans.

 – Verifying the adequacy of policies, procedures, 
internal controls, risk management, and a system for 
compliance with laws, legislations and regulations.

 – Approving the financial and operational Delegation 
of Authority (DoA) for the board and the executive 
management, and monitor the entity’s compliance to 
the DoA.

 – Forming board committees to assist in carrying out the 
board duties.

 – Developing governance systems and verifying the 
accuracy of information issued by the federal entity.

 – Monitor executive management performance in line 
with specific KPIs.

The following highlights are fundamental to ensure federal entities’ compliance with the 
newly introduced governance requirements defined in Cabinet Decision No. (2/9w) of 2020, 
as well as international leading governance practice.

Board composition  
and qualification  
 
The board shall:

 – Be sufficiently diverse in its composition and knowledge 
and be comprised of a minimum of seven (7) and 
a maximum of eleven (11) members, each with a 
maximum three (3) year membership renewable for a 
maximum of two (2) times.

 – Compromise all non-executive directors, including a 
minimum of two (2) independent directors. Further, the 
board should include at least one (1) member of the 
youth who is less than thirty (30) years old and one (1) 
female member.

 – A member of the board may: 

 – Hold board membership in up to three (3) federal 
entities in the UAE; 

 – Hold the chairman position in up to three (3) federal 
entities in the UAE; and

 – Not be a member or chairman of more than six (6) 
boards.

 – A member of the board of the federal entity cannot be a 
member of the board of companies that are listed in the 
UAE’s financial markets if the federal entity supervise or 
regulate those companies.

 – The federal entity must clearly define the criteria for 
director independence and the chairman shall obtain a 
formal declaration of independence from such directors. 
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Board structure  
and its committees
 

 – The board must meet at least six (6) times a year.

 – The board must establish at least the Audit and Risk 
Committee as a standing committee, as well as the 
Policies and Strategies Committee (as and when 
needed). Both of which shall meet on a quarterly basis 
at a minimum. 

 – All board committees must be composed of at least 
three (3) members of which at least one (1) member 
must be independent.

 – The board chairman, vice chairman, and the entity’s 
director general should not be members of any board 
committee.

 – All board committees shall have formally approved 
terms of reference articulating their respective roles, 
responsibilities and authorities approved by the board 
of directors.

Violations reporting  
system
 

 – The board shall ensure establishing a system for 
reporting violations not only for its employees, but also 
for its customers, partners, service providers and other 
stakeholders dealing with the federal entity.

 – The violation reporting system should be used to 
report potential crimes and criminal behaviors, non-
compliance with regulations, deceiving others to 
obtain personal and third-party financial benefits, unfair 
treatment, occupational health and safety hazards, 
severe breach of internal controls, manipulation or 
misleading in the use or presentation of the entity’s 
financial statements, or any unethical behavior, 
amongst others.

 – All complaints reported must be dealt with through the 
violation reporting system with confidentiality.
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Professional code of conduct  
and conflict of interest

All board members, executive management and employees 
of the federal entities must comply with the Code of Ethics 
and Professional Conduct issued by the Federal Authority 
for Government Human Resources. In particular, the board 
members should:

 – Act with honesty, integrity and goodwill, with due 
diligence and care, in the interest of the entity and its 
stakeholders.

 – Maintain confidentiality of the information he/she 
has access to by virtue of his/her position and the 
confidentiality of the discussions of the board of directors 
or the committees in which he/she participates.

 – Not use his/her position as a member of the board of 
directors to achieve special benefits for him/her or for 
others.

 – Be independent in his/her decisions and actions and 
takes all appropriate steps to ensure the integrity of his/
her decisions.

 – To disclose to the board of any potential conflicts of 
interest.

Disclosure and  
transaprency
 

As a minimum requirement, the board chairman shall submit 
an annual report to the Cabinet detailing the following:

 – Name of the chairman, board members and board 
committees’ composition.

 – Number of board and board committees’ meetings and a 
copy of the minutes of meetings.

 – Any observations relating to non-compliance to the law 
for governance systems and the action plans in place to 
ensure compliance.

 – A summary of the initiatives that the board and board 
committees worked on.

 – Board committees’ performance evaluation results.

 – Financial performance of the federal entity in comparison to 
the budget.

 – Financial and non-financial plans for the upcoming year.

 – Report on the board’s and the federal entity’s achievement 
of their goals and justification for any unachieved goals.

 – Key risks and challenges facing the federal entity.

 – Opportunities that the federal entity sees to improve 
performance.

 – Performance evaluation report for the director general and 
board.

 – Any important topics with a negative or positive strategic 
impact on the federal government.
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Board induction and  
professional dvelopment
 

 – The chairman shall ensure that all new board members 
receive an induction program to familiarize them with 
the federal entity within one (1) month from their date 
of appointment to the board.

 – The induction program should include the primary 
objectives and business practices of the federal entity 
and its governance practices, in addition to the relevant 
laws and regulations.

 – The board chairman should ensure that board members 
receive appropriate professional development 
programs, particularly in the areas of governance, 
strategy, and financial analysis.

Disclosure of shareholding

 

Board members and the executive management of 
federal entities which supervise or organize any of the 
companies listed in the securities market should:

 – Annually disclose their shareholdings and such 
disclosures shall be documented in the minutes of 
meetings of the board.

 – Comply with the resolutions from the Securities and 
Commodities Authority concerning the shares and 
dealings with them.
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Board perfomance evaluation

 – The board is responsible for evaluating the performance 
of the director general. 

 – The chairman of the board is responsible for evaluating 
the performance of the board and its members annually, 
according to an appropriate mechanism that it develops 
in cooperation with the board secretary and any external 
party, if necessary. This is in addition to the evaluation 
carried out by the Cabinet.

 – The board must carry out an annual performance 
assessment of its committees.

Board secretary
 

The board secretary shall:  

 – Be from inside or outside the federal entity, according to what 
the board chairman deems necessary, and that the director 
general of the federal entity is not the board secretary.

 – Have experience with the activities of the federal entity.

 – Have legal experience and familiarity with the legislative 
framework of the entity.

The federal entity shall invest in its training and qualification of the 
board secretary on an ongoing basis in order to fully carry out the 
tasks entrusted to him/her.
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Building effective 
governance systems 
in Federal Entities
The governance system and The governance system and 
standards for the federal standards for the federal 
government boards require federal government boards require federal 
entities to have a comprehensive entities to have a comprehensive 
approach to governance in order approach to governance in order 
to ensure resilience, sustainability to ensure resilience, sustainability 
and achievement of the UAE and achievement of the UAE 
Government’s goals. Federal entities Government’s goals. Federal entities 
are expected to ensure that robust are expected to ensure that robust 
governance processes and practices governance processes and practices 
are set up across the organization are set up across the organization 
and cover key governance elements and cover key governance elements 
including strategy, organizational including strategy, organizational 
culture, risk management, and culture, risk management, and 
control environment. Based on control environment. Based on 
our experience in assisting federal our experience in assisting federal 
entities in establishing, reviewing and entities in establishing, reviewing and 
implementing effective governance implementing effective governance 
frameworks and in line with the frameworks and in line with the 
governance system and standards for governance system and standards for 
the federal government boards, we the federal government boards, we 
have outlined key considerations.have outlined key considerations.

Governance operating model
 – Matters reserved for the board

 – Structure and composition of the board and  
its committees

 – Reporting lines of control functions

 – Organizational structure and three lines of defense

Terms of reference for board  
and its committees 
 – Role of the chairman and of board committees

 – Mandate of board committees

 – Agenda and allocation of the board’s time to various 
agenda items

 – Quorum and attendance

 – Board induction and development programs

 – Documentation of decisions and minutes of meetings
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Senior management 
 – Responsibility, accountability and authority of the 
director general

 – Responsibilities of control functions

 – Management committees, their mandates and 
delegation of authority

 – Selection and appointment of senior management

 – Reporting mechanism to the board and its committees

Governance culture
 – Code of conduct, fraud prevention and 
whistleblowing mechanism

 – Related-party transaction monitoring, assessment 
and reporting mechanism

 – Independence of board members

 – Conflict of interest monitoring mechanism

 – Employees’ competencies and practicality of KPIs/
targets
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Governance disclosure  
and reporting
 – Annual governance report to the Cabinet

 – Reporting and disclosure policy and mechanism

 – Timely and accurate disclosures

 – Annual undertaking confirming effectiveness of internal 
policies

Secretariat practices 
 – Corporate secretary policies and procedures

 – Secretariat skillsets and qualifications

 – Convening board and board committee meetings

 – Responsibility of the corporate secretary

 – Minutes of meetings, action plans tracker and 
implementation of action plans

Enterprise risk management
 – Risk appetite and risk tolerance

 – Risk management system

 – Risk assessment

Delegation of authority
 – Matters reserved to the board

 – Financial limits and levels of delegation

 – Strategic and operational delegation of authority 
matrices whilst ensuring segregation of duties
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Key challenges faced
by federal entities
When working to comply with the updated governance system for When working to comply with the updated governance system for 
federal government boards, federal entities may face one or more of the federal government boards, federal entities may face one or more of the 
challenges below:challenges below:

Building strong corporate culture and 
values, and increasing awareness of 
governance

Establishing an effective 
whistleblowing mechanism 
to mitigate fear of retaliation, 
organizational repercussions 
and a breakdown of trust 
within the organization

Cascading and aligning the UAE 
Government’s strategic goals, federal 
entities’ goals and state-owned 
entities’ goals

Adopting a robust “three lines of 
defense” approach and ensuring 
adequate collaboration between risk 
management, compliance, internal 
controls, and internal audit

Ensuring and meeting disclosure 
requirements including the 
submission of the annual report to 
the Cabinet 

Effectively managing potential 
conflicts of interest

Adapting to the new governance 
system with the current entity’s 
structure and culture without 
negatively affecting operations

Defining, managing and 
monitoring board members’ 
independence status

Establishing and executing a 
robust board and board committee 
performance evaluation process  
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How can we assist?
We understand the challenges federal entities of all sizes We understand the challenges federal entities of all sizes 
face when instituting strong governance practices.face when instituting strong governance practices.
Our key focus is to support federal entities seeking to comply with the 
governance system for the federal government boards issued by the Cabinet, 
improving the sustainability, robustness and transparency of governance 
frameworks. We encourage our clients to align their governance frameworks 
with strategic goals and objectives, whilst taking into consideration their size, 
operations’ complexity and risk profile.

We provide the following governance services:

Develop a risk management and 
compliance operating model, 
policies and processes

8.

Conduct board/senior 
management training 
programs

7.

Independent performance 
assessment of the board 
and its committees

5.
Assist in developing and implementing 
a roadmap to comply with the new 
Cabinet Decision on the governance 
system and leading practices

1.

3.
Assess governance maturity, improve/
design governance operating models, 
charters, policies and procedures, and 
delegation of authority matrices

4.
Prepare templates for the annual 
reporting on governance to the 
Cabinet

Independent assessment of 
internal audit, risk management, 
and compliance functions

6.2.
Provide an independent anonymous 
whistleblowing hotline through a case 
management tool. Clients’ stakeholders 
can use this mechanism to escalate all 
concerns
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Why KPMG Lower Gulf?
Our team of governance professionals in the public sector works Our team of governance professionals in the public sector works 
with a KPMG’s global network of member firms to support entities with a KPMG’s global network of member firms to support entities 
in the public sector in their efforts to strengthen their governance in the public sector in their efforts to strengthen their governance 
framework and enhance their effectiveness.framework and enhance their effectiveness.

Industry focus
KPMG Lower Gulf’s team comprises 
members with more than 30 years of 
experience and extensive knowledge 
of both local regulatory frameworks 
and international governance 
standards in the public sector.

By virtue of the depth and breadth of 
our services, we have successfully 
executed governance engagements 
including diagnostic reviews and 
implementation of governance 
operating models, terms of 
reference, policies and procedures, 
delegation of authority, governance 
culture practices and whistleblowing 
mechanisms, amongst others.

Experience
As an advisory consultant and 
external auditor to leading public 
sector entities in the UAE, our team 
leverages an understanding of the 
strategic, operational and regulatory 
requirements, as well as leading 
industry practices, when developing 
and/or reviewing governance 
frameworks and practices.

We have delivered various 
governance engagements to the 
public sector in the UAE in the past 
five years. This includes federal 
entities and state owned entities, 
amongst others.

Leading methodologies 
and tools
Our tried and tested governance 
methodology has been customized 
specifically to address the needs and 
regulatory requirements of UAE Federal 
Government.

Our approach includes reviews of 
existing governance documentation, 
independent/anonymous interviews with 
board members and senior management, 
regulatory compliance assessments and 
benchmarking of governance practices 
against local and global entities and 
international standards.

Additionally, our board performance 
assessment questionnaire allows us to 
independently conduct effectiveness 
reviews of the board and board 
committees in an efficient manner.

Furthermore, we are able to benchmark 
our clients governance practices against 
local and global peers.

In addition, our hotline services 
allow whistleblowers to confidently 
voice their concerns without fear of 
retaliation. Our whistleblowing platform 
allows confidential and anonymous 
two-way communication and tracking 
of complaints, from submission to 
resolution/
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