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~ The evolution of corporate governance with reference to the various relevant
governance in the global context has been highlighted as follows: |
o The Cadbury Report, United Kingdom (1995):
> The objective of the Cadbury committee was to investigate how corporate gov
should be adopted and integrated by large public companies. i
> Some of the major issues highlighted by the committee included the ra yed
of directors, financial reporting standards of, accountability of the a
directors of the company.
0 The Greenbury Report, United Kingdom (1995):
> The report focussed on the remuneration of executive and non—execu :
> It recommended the establishment of a remuneration committee and a remun
each public company to determine remuneration packages for the board men
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Promise for a Strong Economy Act (Budget Measures)
known as Bill 198 or the Canadian Sarbanes—Oxley Act, it was
rican counterpart, but varied in its accountability and execution.
. ired companies to deliver a reasonable assurance of preventing risk of mater
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o The Higgs Report, United Kingdom (2003): _

» The report examined the role and effectiveness of non-executive directors as well
audit committee. .

> It aimed at improving and strengthening the existing UK Corporate Governance Code.

‘0 The Smith Report, United Kingdom (2003):

> The report focussed on the independence of auditors in the wake of the collapse of Arthur /
and the Enron scandal in the USA in 2002.

> It specified that an auditor should himself look at whether a company’s corporate go:
structure provides safeguards to preserve his own independence.

o OECD Principles of Corporate Governance (2004):

> It refers to those principles, which helps governments in improving the legal, instituti
regulatory framework that underpins corporate governance and ultimately helps preserv
and economic stability.

» These principles sought to ensure six aspects, namely, the basis of an effective corporate g
framework, the rights of shareholders and key ownership functions, the equitable ¢
shareholders, the role of stakeholders in corporate governance, disclosure and transpare
the responsibilities of the board.

o International Finance Corporation and the UN Global Compact Report (2009):

> It prosed ten principles, that linked the environmental, social and governance resp’bn-sil i
company to its financial performance and long-term sustainability.

» The.rcport recommended companies to embrace, support and enact, within their sphere
set of core values in the areas of human rights, labour standards, the environment, and an

© The Dodd-Frank Act, United States of America (2010):

» Itisa federal law that places the regulation of the financial industry in the hands

> The legislation, which was passed in response to the 2008 global financial crisis, cr

regulatory processes to limit risk by enforcing transparency and accountability.
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“ oluntary Code of Corporate Governance

» It has been the forerunner of the corporate governance fram
unique instance where an industry association took the lea
standards for listed companies.

» It provided a list of voluntary recommendations with reference
governance for listed companies

Kumara Mangalam Birla Committee (1999):

» The mandatory recommendations of this committee include the caﬂst:ltuﬂ
and Remuneration Committee in all listed companies, along
more independent directors in such companies, the obligation t
financial reports, effective use of the power etc.
The committee made several non-mandatory recommendations wi
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Narayana Murthy Committee (2002):

> The key mandatory recommendations focus on strengthening  th
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o Companies Bill (2009):

© Ministry of Corporate Affairs Corporate Governance Voluntary Guidelines (2009):

 Development and Business Ethics

> Also known as, the Standing Bill for Finance, the Companies Bill provides the basic princ
for internal governance aspects of corporate entities and a framework for their regulation,
incorporation to liquidation and winding up, in a single, comprehensive and legal framework
be administered by the Central Government.

> The Bill seeks to harmonise the company law framework with the sectoral regulations.

> These recommendations are purely voluntary in nature and calls for partial participatory approach

to combat COH[CI‘DPOI’&I’Y corporate governance issues in Il’ldiﬂ.

> Some of the important recommendations of Voluntary guidelines include appointment of the

direcror, independent director, including their remuneration and the responsibilities of the board.

o0 NASSCOM Corporate Governance Recommendations (2009):
> This was the first appointment of a committee by an IT industry body, which took place because

the fraud and governance failures at Satyam Computer Services put the credibility of the IT/BPO
industry in India at stake.

> A distinctive feature of the NASSCOM (The National Association of Software and Services

Companies) recommendations is that they focus heavily on the protection of stakeholders in a
company such as customers, employees, other partners such as vendors, and even competitors,
which is a marked departure from previous governance reform measures that fécus almost solely
on protection of shareholder interests.

o Kotak Committee on Corporate Governance (2017):

> The primary objective of this committee was to improve standards concerning corporate
governance of listed companies in India, and was represented by different stakeholders, including
the government, the industry, stock exchanges, academicians, proxy advisors, professional bodies,
lawyers, etc.

The Committee was required to provide recommendations on diverse issues such as ensuring
independence in spirit of independent directors and their active participation in the
functioning of the company, and improving safeguards and disclosures pertaining to related
party transactions.
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n three boards of listed companies.
Independent directors shall conduct a separate
eefing without the presence of the management/
ty to express their opinion freely and independently.
Itis mandatory to conduct the performance evaluation of the independént
directors, which shall be done by the whole board except the directors being evaluated.

o Prohibition of stock option: In line with the Companies Act 2013, the New Clause makes it clear
that the independent directors are not entitled to any stock option or any pecuniary interest in the
company apart from the director’s remuneration.

o Exclusion of nominee directors from the definition of independent director: The nominee directors.
have a definite mandate of safeguarding the constituency they represent, which are generally
the lenders of the company. Hence, including them with in the pool of independent directors
may be inappropriate for the overall corporate governance of the Company, and hence, they
are excluded from the definition of independent directors.

» Related party transactions (RPT): The New Clause provides that all material RPT r‘e<.:wires prior c?pproval

of the shareholders through a special resolution and the related parties are prohibited from voting such
he quarterly compliance report on corporate governance.
tends certain principles of corporate governance fo
The Clause mandates that at least one Independent

Director on the board of the holding company shall be a director on rhepf b;:c:rd ch ﬂ;e md::::
. '

nonisted Indian subsidiaries also. Further, no company shall dispose of shores tlhna ‘e;:r‘:ise of

subsidiary, which would reduce its shareholding to less than 5Q percent ORESSE '

i ion in its general meeting.
control over the subsidiary without passing @ special resolution in its ge 9

_ i ittee to have minimum three

it committee: Clause requires Audit Commiftee nimum thre

* Expan role of audit :J:o tlh . d.ol'heeml'i;s shaﬁ be independenrdirectors.The Audit Committee
fwo-thir m

ding the appointment and monitoring of auditors, financial
egardi

ng inter corporate loa

meeting at least once in year, A separate m
executive directors provides them an opportuni
o Performance evaluation:

resolutions. They also have to be disclosed in't
» Subsidiary company: The New Clause ex
material subsidiaries® of listed companies.

FACT FILE

directors as members an
has been given a significant rolle re
reporting of the Company, monitori e -
whistle blower mechanism, €fc. 1he New(Clatse P abes "mandamforcompam

* Compulsory whistle blower mechanism: oort unethical behavi

ns, RPTs, reviewing the functioning of the

d employees to re

' an o I
a vigil mechanism to enable directors o pmvenfwghmf?“ﬂ°"
mechanism should also provide Qdequczfe # se makes ey |

. . The New Clav
Nomination and remuneration committee e e G
to set up a Nomination and
~ qualifications, positive ohrib.Ufeﬁ 1)
to the remuneration of the directors, g
requirements: The Clause requif=="
liance with such




