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Cor por ate Gover nance Defined

Corporate Governance refers to that blend of law, regulation, and appropriate voluntary
private-sector practices which enables the corporation to attract financial and human
capital, perform efficiently, and thereby perpetuate itself by generating long-term economic
value for its shareholders, while respecting the interests of stakeholders and society as a
whole.

The principal characteristics of effective corporate governance are: transparency
(disclosure of relevant financial and operational information and internal processes of
management oversight and control); protection and enforceability of the rights and
prerogatives of all shareholders; and, directors capable of independently approving the
corporation’s strategy and major business plans and decisions, and of independently hiring
management, monitoring management’'s performance and integrity, and replacing
management when necessary.

Ira M. Millstein
Senior Partner, Weil, Gotshal & Manges LLP
and noted authority on cor porate governance

WEeil, Gotshal & Manges LLP: Founded in 1931, Weil, Gotshal & Manges LLP has evolved into one of the
world' s largest and most highly regarded full-service law firms, with over 800 attorneysin 11 offices
worldwide. The Firm's Corporate Governance Practice spans virtually al its departments — including
Corporate, Trade Practices & Regulatory Law, Business & Securities Litigation, Business Finance &
Restructuring and Tax. The Practice encompasses ongoing representation and counseling of boards (of both
for-profit and not-for-profit entities), directors, trustees, board committees, management, institutional
investors and investment funds. Frequently, WG&M is called on to counsel on issues of board transition,
CEO succession, crisis management, and strategic decision-making; oversight of financial management and
financial controls; investigations and employee-related matters; board composition, structure, process, and
evaluation; board independence and accountability mechanisms; audit committee functions; board/CEO and
investor relations; director and trustee responsibilities and business judgment requirements, including use of
special committees; stock option-based incentive compensation plans; proxy rule compliance; and tax and
SEC disclosure requirements. In addition to corporate governance counseling, WG& M provides afull range
of legal services, including representation in the various forms of litigation involving shareholders.
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GM Board Guidelines?

Commonwealth Association Guidelines
(International }®

IBGC Code of Best Practice
(Brazil)*

Hong Kong Stock Exchange Code / Guide
(Hong Kongy

OVER

VIEW

The General Motors' Board Guidelines,

devel oped by the GM Board in 1994 (and
regularly updated), arewidely viewed asa
seminal expression of aboard’ svoluntary
effortsto improveitsown governance. The GM
Guidelines have been widely discussed and
emulated, and their influence has extended well
beyond the U.SA.

The Commonwealth Association for Corporate
Governance, establishedin April 1998in
response to the Edinburgh Declaration of the
Commonwealth Heads of Gover nment meeting
in 1997, has promulgated Guidelinesfor both
state-owned and private sector companiesin
Commonwealth countries. Although these
Guidelinesarenot legally binding, they are
intended to facilitate best business practice and
behavior throughout the entire Commonweal th.

Note that many member countries of the
Commonwealth have already established their
own cor por ate gover nance codes (for example,
the United Kingdom, Australia, Canada, India,
Malaysiaand South Africa® Now the
Commonwealth Association hasissued

“ CACG Guidelines: Principlesfor Corporate
Governanceinthe Commonweal th”

(November 1999), consisting of 15 Principles
and Commentary.

The Brazilian Institute of Corporate Govern-
ance (Instituto Brasileiro de Gover nanga
Corporativa—" IBGC" ), formerly known asthe
Brazilian Institute of Corporate Directors
(Instituto Brasileiro de Conselheiros
Administracao—" IBCA” ), issued its“ Code of
Best Practice” on May 6, 1999 (hereinafter
“the Code" ). The|BGC Code builds upon the
Preliminary Proposal for a Brazlian Code
devel oped by the Top Management Summit
held at Ita, Brazil, in 1997, with further
reference to the INTERNATIONAL COMPARISON OF
CORPORATE GOVERNANCE GUIDELINESAND
COoDES OFBEST PrRACTICE IN DEVELOPED

M ARKETS (1997, revised 2000) and the
INTERNATIONAL COMPARISON OF CORPORATE
GOVERNANCE GUIDELINES AND CODES OF BEST
PRACTICES IN DEVELOPING AND EMERGING

M ARKETS (1998, revised 2000).

The IBGC intendsto expand the Codeto deal
with owners(many Brazilian corporationsare
controlled by family groups), board
committees, the CEO, theindependent auditors
and thefiscal board. (Cf. letter from Bengt
Hallgvist (IBGC) to Ira M. Millstein (WG& M)
dated May 8, 1999, and The Code, Introduction

atl)

Prepared by the Sock Exchange of Hong
Kong, “ The Code of Best Practice” (1989,
revised 1996) (hereinafter “ the Code” ) and

“ The Guidefor Directorsof Listed
Companies’ (1995) (hereinafter “ the Guide”)
areintended to furnisha* brief and practical
introduction” todirectorsof listed companies
concerning their responsibilitiesunder the
Rules Governing the Listing of Securities
(Listing Rules).

Whilethe Code and Guide arenot intended to
amend or substitute for the Listing Rules, the
Listing Rulesrequirethat all listed companies
include a statement of compliance with the
Codeintheir annual and interimreports.

Y Holly J. Gregory, apartner in the law firm of Weil, Gotshal & Manges LLP, practicesin the Firm’s corporate governance group, which isled by IraM. Millstein. Frederick W. Philippi, asenior paralegal, assisted in this
comparative analysis. See also INTERNATIONAL COMPARISON OF CORPORATE GOVERNANCE GUIDELINES AND CODES OF BEST PRACTICE IN DEVELOPED MARKETS (revised 2000); INTERNATIONAL COMPARISON OF
CORPORATE GOVERNANCE GUIDELINES AND CODES OF BEST PRACTICE— INVESTOR VIEWPOINTS (revised 2000); COMPARISON OF CORPORATE GOVERNANCE GUIDELINES AND CODESOF BEST PRACTICE — EUROPEAN
UNION MEMBER STATES& OECD (2000); GOMPARISON OF CORPORATE GOVERNANCE GUIDELINES AND CODES OF BEST PRACTICE — BUROPEANINVESTOR VIEWPOINTS & EASD (2000); and COMPARISON OF CORPORATE
GOVERNANCE GUIDELINES AND CODES OF BEST PRACTICE —UNITED STATES (revised 2000).
2 Genera Motors Board of Directors, GM Board of Directors Corporate Governance Guidelines on Significant Corporate Governance | ssues (January 1994; revised August 1995, June 1997 March 1999 and June 2000).

3 Commonwealth Association for Corporate Governance (“CACG"), CACG Guidelines. Principles for Corporate Governance in the Commonweslth (November 1999).

* Ingtituto Brasileiro de Governanca Corporativa (“IBGC”), Code of Best Practice of Corporate Governance (May 6, 1999).
® The Stock Exchange of Hong Kong Ltd., Code of Best Practice (adopted December 1989; revised June 1996) & the Stock Exchange of Hong Kong Ltd., Guide for Directors of Listed Companies (July 1995).
€ See both this COMPARISON and theINTERNATIONAL COMPARISON OF CORPORATE GOVERNANCE GUIDEL INES AND CODES OF BEST PRACTICE IN DEVELOPED MARKETS.
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Confederation Code
(Indiay

Charter of a Shareholding Society
(Kyrgyz Republicf

Report on Corporate Governance
(Malaysiay

Code of Corporate Governance
(Mexico)®

OVERVIEW

ThelIndian Confederation Code, entitled

“ Desirable Corporate Governance— A Code”
(1998), consists of 17 Recommendationsand
Commentary. Itisintended to build awareness
within the cor porate sector to implement board
“ best practices’ inIndian businessand
industry.

Whilecompliancewith the Codeisvoluntary, it
urgesmajor Indian stock exchangesto
gradually implement a policy of insisting upon
receipt of a compliance certificate from each
listed company which will indicate the extent to
which the company isimplementing the Code.

“ AModel Charter of a Shareholding Society of
Open Type" was approved by a decree of the
government of the Kyrgyz Republicin

July 1997. It specifiesthe standards and
procedures of cor porate governance with
which enterprisesin the Kyrgyz Republic must
comply. These standardswere developed from
international best practice but have been
customi zed to the needs and conditions of the
KyrgyzRepublic.

The Model Charter providesfor atwo-tier
board structur e consisting of a Management
Board and a Board of Directors.

A Handbook accompaniesthe Model Charter.
It providesthe Charter’ srationale, explaining,
among other things, what cor porate
governanceis, and why it isimportant.

All textscited below arefromthe Model
Charter.

The Malaysian gover nment established the
High Level Finance Committeein March 1998
asa partner ship effort between the gover nment
and the private sector with the mandate of
establishing a framework for corporate
governance and setting best practices. The
Committee publishedits” Report on Corporate
Governance” in February 1999; Chapter 5 of
the Report isthe “ Malaysian Code on
Corporate Governance” (hereinafter “ the
Code”).

The Report proposesthat its Code be backed by
thelisting rulesof the Kuala Lumpur Stock
Exchange (* KLSE"). Under the proposal,
companieslisted on the KLSE would be
required to disclose the extent of their
compliancewith the Principlesand Best
Practices of the Code.

The Codeis structured as follows:

Part 1: Principles of Corporate Governance;
Part 2: Best Practicesin Corporate
Governance;

Principles & Best Practicesfor Other
Corporate Participants; and
Explanatory Notes and certain other
practices which are proposed merely
for consideration.

Part 3:

Part 4:

(Cf. Foreword by Datuk Dr. Aris Othman,
Secretary General of the Treasury and
Chairman of the Committee, and the Code, 1.)

El Consgjo Coordinador Empresarial (“CCE")
and laComision Nacional Bacariayde
Valores(“CNBV”") issued a“ Corporate
Governance Codefor Mexico” consisting of
Principles and Recommendationson June 9,
1999. The document was prepared jointly by
the Mexican Stock Exchange, the Mexican
Bankers' Association, the Mexican Institute of
Finance Executives and the Mexican I nstitute
of Public Accountants, aswell as
representatives fromtheindustrial, retail and
service sectors.

The Code' s stated purpose isto encourage
mor etransparent management practicesin
order to enhancethe confidence of local and
foreigninvestorsand thusattract more
investment to benefit the Mexican economy. In
so doing, it recognizesthe unique needsand
context of Mexican corporations, including
their stockholder structures.

The Code consists of five sections:

|. Board of Directors;

1. Evaluating and Compensating Directors;
I11. Auditing;

IV. Financesand Planning; and

V. Sockholder Information.

The CNBV, which playsarolein Mexico
analogousto the SEC in the United States, has
announced that, commencingin 2001, all
public companieswill berequiredto disclose
whether they arefollowing these governance
guidelines. Many companies are expected to
begin voluntary compliancewith the Codein
2000.

7 Confederation of Indian Industry, Desirable Corporate Governance — A Code (Final Report, April 1998).
8 Prime Minister’ s Office of the Kyrgyz Republic, Department of Economic Sectors Development, A Model Charter of a Shareholding Society of Open Type (July 1997).
° High Level Finance Committee on Corporate Governance (Malaysia), Report on Corporate Governance (March 9, 1999).
1 E[ Consgjo Coordinador Empresarial (“CCE”) y la Comisién Nacional Bacariay de Valores (“CNBV”), Cédigo de Mejores Préticas(June 9, 1999). English translation available at www.ecgn.org, Corporate Governance

Code for Mexico.
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Corporate Governance Code
(Romania)*

King Report
(South Africa)?

Code of Best Practice
(South Korea)'®

The SET Code of Best Practice
(Thailand)**

OVERVIEW

The International Center for Entrepreneurial
Sudies (Bucharest University) & the Strategic
Alliance of Business Associations (an ensemble
of 37 Romanian business associations) issued

“ Corporate Governance Code: Corporate
Governance I nitiative and Economic
Democracy in Romania” (hereinafter “ the
Code” ) in March 2000.

The Codeisintended for use primarily by
companies listed on Romanian stock
exchanges, but al so by unlisted companies.
Compliance, although voluntary, isstrongly
advocated: compliance information should be
provided in annual reports, and creditorsare
urged to request complianceinformation before
extending financing. (Cf. 11, VI.)

A permanent Romanian entity isto be created
to monitor the Code, supervise its observance,
and record proposals for amendments.

(Cf. vI1.28.1)

The Code statesits fundamental principle at the
outset:

Themajor principle of corporate governance
isrelated to the owners' rightsof using their
property in order to make aprofit aswell as
the control rights over their property. (p. 1)

The King Commission was formed by the
Institute of Directorsin Southern Africa

(“ 10D"), and supported by the South African
Chamber of Business (“ SACOB” ) and the
Johannesburg Stock Exchange (* JSE” ), among
other groups-- to draft corporate governance
guidelines that would help South Africare-
enter theinternational community and address
the emergence of previously disadvantaged
communitiesinto the business community. The
Commission issued “ The King Report on
Corporate Governance” on November 29,
1994, Chapter 20 of whichis* The Code of
CorporatePractices& Conduct” (hereinafter
“theCode").

Anew JSE listing requirement obliges
companies listed on the Main Board to provide
a statement commenting on the extent of their
compliancewith the Code; the statement may
be contained in a separ ate section of the
annual report. (JSE Listing Requirement
852(a) (1995).) Thelegislature, for its part,
hasamended the Companies Act to incor porate
certain Code recommendationsinto law.
(Letter from R.S. Wilkinson (Institute of
Directorsin South Africa) to Fred Philippi
(WG&M), April 8,1999.)

The South Korean Committee on Corporate
Gover nance, a non-governmental body
convened in March 1999, issued its“ Code of
Best Practicefor Corporate Governance” in
September 1999. The Codeisintended to serve
asamodel for Korean corporationsto
structuretheir owninternal governance, and
also asa standard for thereview of Korean law
to determine whether amendment is necessary.

The Codeisarranged asfollows:
Preamble
I.  Shareholders
Il. Board of Directors
I11. Audit Systems
IV. Sakeholders
V. Management Monitoring by the Market
Recommendations.

The Codeisintended to apply tolisted and
other public companies, but non-public
enterprisesare urged to observeit aswell, to
theextent applicable.

The Sock Exchange of Thailand (* SET” ) has
issued a manual entitled “ The Roles, Duties
and Responsibilities of the Directors of Listed
Companies (1997, revised 1998). Chapter 1 of
this manual contains" The SET Code of Best
Practice” (hereinafter “ the Code” ); Chapters
2through 9 provide additional guidelines.

The Code and the other Guidelinesinthe
manual, while not intended to be legally
binding, provide a standard for the boards of
directorsof companieslisted onthe SET and
serveto improve under standing of the
functionsof directors. (Cf. Message fromthe
President of the SET dated December 22, 1997,
which appearsas prefaceto the manual, and
The Code, 1.)

1 |nternational Center for Entrepreneurial Studies (Bucharest University) & Strategic Alliance of Business Associations, Corporate Governance Code: Corporate Governance Initiative and Economic Democracy in Romania

gdraft March 24, 2000).

2 The Institute of Directorsin Southern Africa, The King Report on Corporate Governance (King Report) (Nov. 29, 1994).

13 Committee on Corporate Governance (sponsored by the K orea Stock Exchange, et al., Code of Best Practice for Corporate Governance (September 1999).
1% The Stock Exchange of Thailand (“SET"), The SET Code of Best Practice for Directors of Listed Companies in THE ROLES, DUTIES AND RESPONSIBILITIES OF THE DIRECTORS OF L ISTED COMPANIES (December 1997;

revised October 1998).
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

1. TheMission of th

eBoard of Directors

The General Motors Board of Directors
representsthe owners’ interest in perpetuating a
successful business, including optimizing long
term financia returns. The Board is
responsiblefor determining that the
Corporation is managed in such away to
ensurethisresult. Thisisan active, not a
passive, responsibility. The Board hasthe
responsibility to ensure that in good times, as
well asdifficult ones, management is capably
executing itsresponsibilities. The Board's
responsibility isto regularly monitor the
effectiveness of management policies and
decisionsincluding the execution of its
strategies.

In addition to fulfilling its obligations for
increased stockholder value, the Board has
responsibility to GM’s customers, employees,
suppliersand to the communitieswhereit
operates—all of whom are essential to a
successful business. All of these
responsibilities, however, are founded upon the
successful perpetuation of the business.
(Introduction)

Theboard should exerciseleadership, enter-
prise, integrity and judgment in directing the
corporation so asto achieve continuing
prosperity for the corporation and to act in the
best interest of the businessenterpriseina
manner based on transparency, accountability
and responsibility. (Principle 1)

Theboard should determinethe corporation’s
purposeand values, determinethestrategy to
achieveits purpose and to implement its values
in order to ensurethat it survives and thrives,
and ensure that procedures and practicesarein
place that protect the corporation’ s assets and
reputation. (Principle 3)

The board should monitor and evaluate the
implementation of strategies, policies, manage-
ment performancecriteriaand business plans.
(Principle 4)

Theboard should ensure that the corporation
complieswith all relevant laws, regulations and
codes of best business practice. (Principle 5)

The board should ensure that the corporation
communi cates with sharehol ders and other
stakeholders effectively. (Principle 6)

The board should servethelegitimate interests
of the shareholders of the corporation and
account to them fully. (Principle 7)

The board, under an effective Chairman, must
bein aposition to ensure abalance between
enterprise and control inthedirection it gives
to the corporation.

The fundamental responsibility of each boardis
to improve the economic and commercial
prosperity of the corporation — regardless of
whether it isaprivate sector or state-owned
enterprise. (Commentary on Principle 1)

Themission of the board of directorsisto
maximize shareholder value. (p. 1)

Theboard of directorsshould pursuethe
objectives, valuesand beliefs of the
shareholders. (p. 1)

It isthe function of the board to evaluate
officers and management. (p. 2)

Theboard of directors supervisesand controls
the officers of the company. (p. 4)

Seep. 1 (Theboard of directors should
stimulate the creation of aformal code of ethics
for thecompany.).

A very basic responsibility of alisted company
director isto become familiar with the Listing
Rules, theterms of the Listing Agreement
entered into between the company and the
Exchange, and the Declaration and
Undertaking with regard to Directors which
every director must execute and lodge with the
Exchange. (GuidelineA.1)

A Director should:

=  endeavour to procurethe company’s
compliance with the Listing Rules;

= comply, and usehisbest effortsto procure
the company’ scompliance, with the
Securities (Disclosure of interests)
Ordinance, the Code on Takeoversand
Mergers, the Code on Share Repurchases
and all other relevant securitieslaws and
regulationsin Hong Kong; and

= cooperatein any investigation conducted
by the Listing Division and/or the Listing
Committee.

(Guideline B.1.1)
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

1. TheMission of th

eBoard of Directors

[The board should] maximizelong-term
shareholder value. (Recommendation 1)

Thekey to good corporate governanceisawell
functioning, informed board of directors. The
board should have acore group of excellent,
professionally acclaimed non-executive
directorswho understand their dual role: of
appreciating theissues put forward by
management, and of honestly discharging their
fiduciary responsibilitiestowardsthe
company’ s shareholders, aswell as creditors.
(p-2)

Board of Directors

The Board of Directors represents the share-
holders of the Society, and it hasthe duty to act
in the interests of the shareholders. (17.1)

The Board of Directorshasno right to act on
behalf of the Society. The Board of Directors
exercises control over the activity of
management and implements other functions
set out in this charter. (17.2; see 14.2)

[T]he Board of Directors. . . give[s] itsadvice
on all issues (including management) to the
Management Board and the Audit Commission
and to the General Meeting of Shareholders.
(17.3)

See 3.1 (The Society pursues profit asitsmain
purpose.).

For alist of transactions exclusively within the
jurisdiction of the Board of Directors, see 17.2.

Management Board

[The Management Board] hasall decision-
making rightsin the Society other than those
exclusively reserved for other governing
bodies. (14.3)

[The Management Board)] carriesout current
management of the Society and is subject to the
General Meeting of Shareholdersand to control
by the Board of Directorsand the Audit
Commission. (18.1)

The Management Board is competent to decide
al questionsrelated to the Society not given
into the exclusive competence of the General
Meeting of shareholders, the Board of Directors
or the Audit Commission. (18.8)

Every listed company should be headed by an
effective board which should |ead and control
the company. (Principle A.l)

[PrincipleA.l] endorsestheunitary board
structure for Malaysian companies.
(Explanatory Note 4.1 to Principle A.l at 75)

Thesingle overriding objective by all listed
companies, whatever the size or type of
business, isthe preservation and enhancement
over time of their shareholders’ investment.
All boards havethisresponsibility and their
policies, structure, composition and governing
processes should reflect this. (1.3.3)

[T]heboard’ stask isto approve appropriate
policiesand to approvethe performance of
management in implementing them. (1.3.4)

While Directorsasaboard are responsible for
relationswith stakehol ders, they are
accountableto the shareholders. Thepolicy
considerationsunderlying such adefinition of
board responsibility are fundamental to capital
formation and the financing of businesses.
(1.3.5)

[ITtisclear that the responsibility for good
corporate governance rests primarily with the
board of directors. ... The recommendations
in the Code reflect this balance. (1.3.8)

Seealso TopicHeading A, below.

In addition to the obligations stipulated in the
General Mercantile Companies Law, the Credit
Institutions Law, the Securities market Law and
other specific laws, thefollowing should be
included in the functions of the Board of
Directors:

i. establishastrategicvisionforthe

company;

ii. ensurethat stockholders and the market
have access to public information about
the company;

iii. establishinterna control mechanisms;

iv. ensurethat the company hasthe
necessary mechanismsto provethat it
compliesthe variouslegal provisionsto
which it is subject; and

v. regularly evaluate the performance of
the chief executive officer and other
senior management of the company.

(Principleat 1.1)

One[Board meeting each year] should be
devoted to defining the company’ s medium-
and long-term strategy. (Principle at 1.4)

[T]he definition of [the company’ §] strategic
vision and approval of its management should
be the responsibility of the Board of Directors.
All the members of the Board sharein the
responsibility for these tasks.
(Recommendation at I)
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

1. TheMission of th

eBoard of Directors

TheBoard of Directorshasto secureand
guarantee the management of the company,
effectively exert control over it, supervisethe
executive managers and be certain that it
exercisesdecision-making authority inthe
matters entrusted to it by the general assembly
of shareholders. (111.15.1.A)

Theboard should approvetheviability or
feasibility level of projects. (111.15.1.B)

[TIhetasksand responsibilities of the executive
managers will be established by the Board of
Directors. (111.16.A)

The board must retain full and effective control
over the company, monitor the executive
management and ensure that the decision of
material mattersisin the hands of the board.
(Ch. 20, The Code of Corporate Practices &
Conduct (hereinafter “ The Code”), 2.3)

Theboard must bein aposition to lead, control
and monitor the business of the company. The
board hasacollectiveresponsibility to provide
effective corporate governance. Shareholders
should ensure that their boards are constituted
inamanner that provides abalance between
enterprise and control. (Ch. 4: 3)

Directors must act with enterprise and always
striveto increase shareholders' valuewhile
having regard for the interests of all
stakeholders. (Ch. 5: 2.7)

Directorshaveto ensurethat the business
remainsagoing concern,i.e., that it survives.
They haveto make the businessthrive with
enterprise and innovation. In short, directors
dutiesinrelation to their companiesareto
drive, strive, survive and thrive. (Ch. 5: 9)

The Board shall make the key management
policy decisionsin the best interests of the
corporation and its shareholders, and shall
perform effective supervision of thedirectors
and management. (11.1)

[ITtishighly advised that the Board concentrate
on key management decision-making and man-
date lesser or trivial matters to the respective
director or management; or that the Board
establish internal committees within itself to
which aportion of the authority can be
delegated. (Commentary on11.1.2)

Directorsshall performtheir duties. . . inthe
best interests of the corporation and its
shareholders. (11.7)

Theboard of directors should:

Conduct their duties honestly, comply with
all laws, the object[ive]s and the articles of
association of the company, and the
resolutions of any shareholder meetingsin
good faith, and with careto preservethe
interests of the company. (Ch. 1, The SET
Code of Best Practice (hereinafter “ The
Code"), 2.1)

Implement and direct the company’s
policies, aswell as monitor and superviseits
operations to maximize economic value and
shareholders’ wealth. (The Code, 2.2)

Ensure management’ s accountability to
shareholders. preservetheir rightsand
interests, clearly and fully disclose
information. (The Code, 2.3)

Ensure that the company has management
with the competency, knowledge and
experience to run the business. (The Code,
3.2)

Ensure the company is determined to carry
on the business continuously. (The Code,
3.3

[Independent directorsshould d]emonstrate
independent judgment to prevent any conflicts
of interest. If they oppose any proposal, they
should state their reasonsfor disagreeing in the
minutes of the board meeting. (The Code, 6.1)

A board of directors holdsthe power to manage
the business of alisted company. Shareholder
approval is, however, required for certain
crucial decisions. (Ch. 2: 2.1)

See Topic Headings A and H, below.
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

la. TheRoleof Stakeholders

In addition to fulfilling its obligations for
increased stockholder value, the Board has
responsibility to GM’ s customers, employees,
suppliersand to the communitieswhereit
operates—all of whom are essential to a
successful business. All of theseresponsibil-
ities, however, are founded upon the successful
perpetuation of the business. (Introduction)

Theboard should identify the corporation’s
internal and external stakeholdersand agreeon
apolicy, or policies, determining how the
corporation should relate to them. (Principle 8)

[T]he board must take into account stakehol d-
erswho may have adirect or indirect interest in
the achievement of the economic objectives of
the corporation. Theboard should promote
goodwill and areciprocal relationship with
these parties, and be prepared to outlinea
policy or policiesdetermining and regulating
its conduct and relationships with stakeholders
identified as having alegitimate interest in the
activities of the corporation —whether by way
of contractual relationships or asaconsequence
of theimpact of itsactivities.

Itisimportant to reiterate that while the board
remains accountableto its shareholders, it hasa
responsibility to devel op relationships with
other relevant stakeholders. Thisisthe modern
inclusive approach to directing the fortunes of a
business enterprise. (Commentary on Principle
8)

See Commentary on Principle 3 (The board
should monitor . . . the application by manage-
ment of its policiestowardsthe corporation’s
shareholdersand other stakeholders.).

Seealso Commentary on Principle 5 (Whilethe
board is accountabl e to the shareholders of the
corporation asthe owners of its capital, society
expects acorporation to act responsibly in
regard to aspects concerning its broader consti-
tuency such asthe environment, healthand
safety, employee relations, equal opportunity
for all employees, the effect of anti-competitive
practices, ethical consumer conduct, etc.).

Not covered.

Not covered.
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

la. TheRoleof Stakeholders

It would be desirable for [Financial Institutions]
aspure creditorsto re-write their covenantsto
eliminate having nomineedirectorsexcept:

a) intheevent of seriousand systemic debt
default; and
b) inthecaseof adebtor company not

providing six-monthly or quarterly

operational datato the concerned

[Financial Ingtitutions].
(Recommendation 14)

Companiesthat default on fixed deposits

should not be permitted to:

= accept further deposits and makeinter-
corporate loans or investments until the
default ismade good; and

=  declaredividendsuntil the default ismade
good.

(Recommendation 16)

Itisauniversal axiom that creditors have a
prior and pre-committed claim on theincome of
the company, and that thisclaim hasto be
satisfied irrespective of the state of affairs of
the company. . .. [I]nsofar as creditors are not
shareholders, and so long astheir duesare
being paid on time, they should desist from
demanding aseat on the board of directors.
(Commentary on Recommendation 14 at 9)

Consider two facts:

i. thelargest debt-holdersof private sector
corporate Indiaare public sector term-
lending institutions such as IDBI, IFCI
and ICICI; and

ii. theseinstitutionsarealso substantial
shareholdersand [currently] sit on
boards as nominee directors. [InIndia,]
corporategovernance and careful
monitoring do not [currently] happen as
they are supposed to when a stakehol der
isboth creditor and owner of equity.

(Commentary on Recommendation 16 at 10)

A reductionin capital . . . ispossible only after
al creditorsareinformed by letter delivered to
their legal address at least one month before the
reductionisto take place. Such creditorsshall
... haverightsto demand early performance or
termination of the obligations of the Society or
compensation for losses and, if these require-
mentsare not fulfilled, aGeneral Meeting of
Creditors of the Society must be called in order
to decide uponitsliquidation. If thereduction
reduces the capital of the Society below the
minimum amount required by legislation of the
Kyrgyz Republic, the Society must be
liquidated. (7.3)

[T1he Management Board may [include]
employees who are not shareholders. (18.1)

The Management Board isresponsible. . . for
al mattersrelating to . . . employment [and]
remuneration of employees. (18.10)

[C]reditors have the right, within three months
of the announcement of aforthcoming reorgan-
ization of the Society, to claim the demand to
the Society about the preschedul e termination
or execution of the corresponding obligations
and compensation of the lossesto them (23.5)

See 7.4 (The Society hastheright to purchase
itsown shareson the securitiesmarkets,
provided it makes a public announcement of
thisfact immediately after the purchase. . . .
Disposal (including distribution of the shares
among its own workers and canceling them)
must take placein theyear in which such
purchasetakesplace. . .. Whilethe sharesare
held by the Society and not cancelled, sold or
distributed to employees, all profit calculations,
voting and cal cul ations of quorums at General
M eetings of Shareholdersare carried out
without taking account of these shares.).

While directors as aboard arer esponsible for
relationswith stakeholders, they are
accountabletotheshareholders. ... [I]n
making decisionsto enhance shar eholder
value, boards must develop and sustain these
stakeholder relationships. (1.3.5)

See Best Practice CC.I (Boards must maintain
an effective communications policy that

enabl es both the board and management to
communicate effectively with its shareholders,
stakeholdersand the public generally.).

Not covered.

NV 1:\20RRRQAN7\RC2<QN7I NNOCRTRTA NNNA




Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

la. TheRoleof Stakeholders

[T]he present Codeis establishing aset of rules
and standardswhich are. . . optimizing the
interests of shareholders, creditors, customers,
employers and employees. [It] issettingup. ..
ethical rulesthe employees of acommercial
company haveto comply with. (1.1)

Internal components [of the corporate
governance structureinclude] employeesof a
company, creditors, investors, customers.
(1.2.B.a)

With the support of trade unionsor of

employees’ representatives, the Board of

Directors and the executive managerswill

introduce systemsthat should securethe

achievement of thefollowing goals:

= improvementsof theinformation flow
within the company, so that employees
can better know the company they are
working for and its objectives;

=  periodical consultations between the
executive manager and the employees or
between the members of the Board of
Directorsand theemployees, before
making some decisionswhich directly
regard the employees;

=  rapidand efficient identification and
solution of labour conflicts.

(IvV.23)

See |.2.C.e) (environmental protection).

Seealso 1.2.D (description of creditorsand
financierg/investors).

See Topic Heading 15, below (participation of
stakeholdersat board meetings).

Itisthe board’ s duty to present abalanced and
understandabl e assessment of thecompany’s
position in reporting to stakeholders. The
quality of information must be based on the
guidelines of openness and substance over
form. Reporting should address material
matters of significant interest and concernto all
stakeholders. (The Code, 9.1)

Therearethree classes of stakeholders: share-
holders, partieswho contract with the company
and partieswho have anon-contractual nexus
with the company. Anexample of acontract-
ing party isthe employee and anon-contracting
party isthe State. (Ch.12: 2)

Thelnstitute of Directors adoptsthis constitu-
ency approach of dividing stakeholdersinto
three categories. . . . [D]irectors ensure that
customersare served, employment is secured,
suppliersare paid, shareholders' capital is
preserved, profitsare made, dividendsare
distributed, taxesare paid, pollutionis
controlled, social responsibility programmes
areintroduced, etc. (Ch. 12: 3)

Thenarrow view isthat . . . itisto the share-
holdersonly that the directors must account for
their stewardship. Thedynamic participation
approachisthat directors’ reports should be
directed at all stakeholders and should conse-
quently address matters of concern and interest
to all stakeholders. Society now expects
greater accountability from companiesin
regard totheir non-financial affairs,e.g., in
relation to their employeesand to theenviron-
ment. Statutes compel the stewardship of
directorstowardsthe shareholder, but statutory
reports aside, the other stakeholders cannot be
overlooked. (Ch. 12: 10.1)

Therights of stakeholders according to law and
contract shall be protected, and stakehol ders
shall have appropriate means of redress for
infringement of rights. (1V.1)

Corporationsshall observe creditor protection
procedures concerning matters such as mergers,
capital decrease and split mergers. (1V.1.1)

Corporationsshall . . . faithfully observ[e]
labor-related statutes. (1V.1.2)

Corporationsshall not be negligent intheir
social responsibilities, such as consumer and
environmental protection. (1V.1.3)

When stakehol dershold the dual position of
sharehol ders, each of therights pertaining to
stakeholdersand shareholdersis protected and
can beexercised. (1V.1.4)

Theform and level of monitoring of manage-
ment by stakeholders shall be determined
separately by each corporation. (1V.2)

The form and level of management monitoring
by creditorsshall be determined through dis-
cussion among the partiesinvolved. (1V.2.1)

Theform and level of employee participationin
corporate governance shall be determined so
that the corporation may achieve sound
development. (1V.2.2)

The corporation shall . . . provide stakehol ders
with relevant information necessary for pro-
tecting their rights; and the stakehol ders shall
have accessto relevant information. (1V.2.3)
[M]anagement shall be supervised properly so
that unilateral decisions of the management do
not infringe upon the interests of corporate
bondholders. (Recommendation 8)

Seegenerally IV. STAKEHOLDERS, Commentary
at 28-31.

Not covered.
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

2. Board Membership Criteria

The Committee on Director Affairsis
responsible for reviewing with the Board, on an
annual basis, theappropriate skillsand
characteristics required of Board membersin
the context of the current make-up of the
Board. Thisassessment should includeissues
of judgment, diversity, age, skillssuch as
understanding of manufacturing technologies,
international background, etc. —all inthe
context of an assessment of the perceived needs
of the Board at that point intime. (Guideline 1)

Theboard should ensure that through aman-
aged and effective process board appointments
are made that provide amix of proficient
directors, each of whomisableto add value
and to bring independent judgment to bear on
the decision-making process. (Principle 2)

Theboard should be composed of people of
integrity who can bring ablend of knowledge,
skills, objectivity, experience and commitment
to the board which should beled by acapable
Chairman who brings out the best in each
director. (Commentary on Principle 2)

Per sonal characteristics of the board

member|[s]

Each board member should have:

= persona integrity,

= capacity to read and understand financial
statements,

= absenceof conflictsof interest with the
company,

= timeavailability, and

= motivation.

(p.2)

Core competencies of the board of directors
The following experiences and competencies
should be available among the members of the
board of directors:

= experiencefrom good boards,

= experienceaschief executiveofficer,

= experienceof crisismanagement,

=  knowledge of finance,

=  knowledgeof accounting,

= knowledge of theindustry of the company,
= knowledge of theinternational market,

=  dtrategicvision,and

= contactsof value for the company.

(pp. 2-3)

Theboard should have adiversity of
background, knowledge and experience. (p. 3)

Every non-executive director must ensure that
he can give sufficient time and attention to the
affairsof theissuer and should not accept the
appointment if he cannot. (Code of Best
Practice (hereinafter “The Code”), 10)

Every director, in the performance of hisduties

asadirector, must

= acthonestly andin good faithinthe
interests of the company asawhole

= actfor proper purpose

= beanswerable to the company for the
application or misapplication of its assets

= avoidactual and potential conflicts of
interest and duty

= disclosefully and fairly hisinterestsin
contracts with the company

= apply such degree of skill, careand
diligence as may reasonably be expected
of aperson of hisknowledge and
experience and holding hisofficewithin
thecompany.

(GuidelineA.4)

Every director of acompany listed onthe
Exchange must satisfy the Exchangethat he has
the character, integrity, experience and
competenceto serveasadirector of alisted
company. The Exchange expectsthis
requirement to be satisfied on acontinuing
basis. (Guideline A.5)
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

2. Board Membership Criteria

No single person should hold directorshipsin
more than 10 listed companies.
(Recommendation 3)

For non-executivedirectorsto play amaterial
rolein corporate decision-making and
maximizing long term shareholder value, they

need to:

=  becomeactive...;

= haveclearly defined responsibilities. . . ;
and

= know how to read abalance sheet, profit
and loss account, cash flow statements and
financial ratios and have some knowledge
of various company laws. This, of course,
excludesthose who areinvited tojoin
boards as expertsin other fields such as
science and technology.

(Recommendation 4)

[The Code recommends 4] [r]eduction in the
number of companieswhere there are nominee
directors. It hasbeen argued by [Financial
Institutions] that there are too many companies
wherethey are on the board, and too few
competent officersto do thetask properly. So,
in the first instance, [Financia Institutions]
should take apolicy decision to withdraw from
boards of companieswhere their individual
shareholding is 5 percent or |ess, or [their] total
holding isunder 10 percent.

(Recommendation 17)

Not covered directly, but see 17.5 (No member
of the Management Board or the Independent
Auditors may be amember of the Board of
Directors.).

Non-executivedirectors should be persons of
calibre, credibility and havethe necessary skill
and experience to bring an independent
judgement to bear on theissues of strategy,
performance and resources including key
appointments and standards of conduct.

(Best Practice AA.III)

Outside Board members are those selected for
their professional prestige, experience and
capacity. (Principleat 1.2)

It isalso important that the Board include what
are called owning Directors. Thistype of
member has assumed the risk of asignificant
participation in the company’ s equity, and their
presence on the Board is hel pful because, as
they keep aconstant watch on their investment,
they benefit the entire company.
(Recommendation at |.2)

Itis...important that new board membersare
informed of the scope and the legal and
statutory consequences of their position.
(Recommendation at 1.4)
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

2. Board Membership Criteria

General criteria:

= ...traininginthe economic or judicial
fields, or inthefield in which the
company iscarrying on its activity;

= [holding] no more than 2 [director-ships]
simultaneously;

= ...abletoanayze...financial
statements.

(I11.5.A)

Special criteria

= ...preferably not. .. shareholders/
associates, except [when] the company is
organized asalimited liability company, a
collective partnership or asajoint stock
company ... ;

= ...not[g] shareholder/associate,
executive manager (employee), or auditor
of asupplier or distributor of the company
[or] of acompany in competition.

(111.5.B)

[N]on-executive members can be appointed

from the following categories of persons:

= administratorsor executive managers of
the dominant company;

=  former executive managers. . . ;

= executive managersof one of the branches
of the mother company.

(111.9.B)

Each board member must, of course, have
absolute integrity. (The Code, 2)

Whileit ispreferableto balancethe board, with
an appropriate mix of skills and expertise
among the non-executive directors, it must be
accepted that it may not alwaysbe practical in
South Africabecause of the present skills
shortage. (Ch. 4:9)

[A] candidate should haveintegrity and
independence of thought; the courageto
expresstheir independent thought; agrasp of
therealities of business operations; an
understanding of the changestaking place
regionally, nationally and internationally; an
understanding of businessand financial
“language”. (Ch. 9: 8.2)

TheBoard shall . . . appoint[ ] competent
professional directors. (11.3.3)

[D]irectorsshall be competent and profession-
al. Suchdirectors. . . possess] ] thefollowing
qualities: avision for and astrategic percep-
tion of corporate management; alevel-headed
and sound managerial judgment; an ability for
managing and supervising an organization; a
knowledge of law and finance; and some
experience suitable for the corporation
concerned. (Commentary on 11.3.3)

Seell.2 (The Board shall be composed so asto
allow effectivedecision-making and
supervision of management.).

[Board members must cJonduct themselves
honestly and with integrity. (The Code, 3.1)

[Potential directorsshould o]nly accept the
position of director or non-executive director
ontheboard of listed companiesthat he/she has
thetimeto attend appropriately. (The Code,
4.3.1)

All directors must be natural personsand:

= besuijuris, i.e, 20 yearsof ageor older.

=  besolvent and not incompetent, or quasi-
incompetent.

= never beenimprisoned based on afinal
judgement for afraudulent offence related
to property.

= never been dismissed, or removed from
government service, agovernment
organization or agency dueto dishonesty
in the performance of their duties.

Additionally, thedirector of alisted company
involved in some businesses must have
qualifications as prescribed by the laws
governing such businesses, i .e., thedirector of a
bank or financial institution. (Ch. 2: 2.3)

All directors need not have domicilein
Thailand. However, not lessthan half of them
shall reside within Thailand. (Ch. 2: 2.5)

Thereareno restrictions on shareholders
becoming directors of alisted company.
(Ch.2: 2.6)

See Message from the President of the SET,
p.iii ([E]lach member of aboard of directors
must possess.. . . agood education, ahigh
standard of business knowledge and experi-
ence, and acompany belief in ethical corporate
behavior. [D]irector[s] must also perform their
dutieswith careand loyalty and avoid any
conflict of interest between the company and its
management or the major shareholders.).
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

3. Selecting, Inviting and

Orienting New Directors

The Board itself should be responsible, in fact
aswell asprocedure, for selecting itsown
members and in recommending them for
election by the stockholders. The Board
delegates the screening processinvolved to the
Committee on Director Affairswith thedirect
input from the Chairman of the Board and the
Chief Executive Officer. The Board and the
Company have acomplete orientation process
for new Directorsthat includes background
material, meetings with senior management and
visits to Company facilities. (Guideline 2)

Theinvitation to join the Board should be
extended by the Board itself viathe Chairman
of the Board and Chief Executive Officer of the
Company, together with an independent
director, when appropriate. (Guideline 3)

Theboard should ensure that through aman-
aged and effective process board appointments
are made that provide amix of proficient
directors, each of whomisableto add value
and to bring independent judgment to bear on
the decision-making process. (Principle 2)

The selection process must be managed by
asking what skillsare needed on the board to
add valueto the processes of the board in the
context of the business of the corporation.
Conseguently, the composition of theboard
should be planned with strategic considerations
and objectives of the corporation in mind.

New directors should be familiarized with the
corporation’ s operations, senior management
and its business environment and beinducted in
termsof their fiduciary duties and responsibili-
tiesaswell asin respect of theboard’'s
expectations. If new directors have no board
experience, they should receivetraining in their
unaccustomed responsibility which carries with
it significant personal liabilities.

Theboard, asawhole, should beinvolvedin
the selection of directors. (Commentary on
Principle 2)

Toremain effective, the board should sel ect,
appoint, induct and develop or remove board
members as necessary fromtimeto time.
Incompetent or unsuitabledirectorsshould be
removed, taking relevant legal and other
mattersinto consideration. In practice, the
Chairman will usually play alead part in such
issues. (Commentary on Principle 9)

Training opportunitiesfor existing and poten-
tial directorsshould beidentified and appropri-
ate development undertaken. (Commentary on
Principle 11)

Each new board member should be exposed to
an introduction program including aboard file
with ajob description for board members, the
last annual reports, the minutes from ordinary
and extraordinary general assemblies, the
minutes from the board meetings, and other
information about the company. The new
board member should be introduced to hisor
her colleagues, to the officersand to key
personnel. There should bevisitsto factories
and other places of business. Depending on the
type of company, additional training should be
included. (p. 6)

Every listed company director isrequired to
execute and deliver to the Exchange a
Declaration and Undertaking with regard to
Directors (Guideline B.1)

The Director’ s Declaration and Undertaking
reguests background information on the
director or proposed director in order to assist
the Exchange' sassessment of theperson’s
suitability to serveasadirector of alisted
company. (Guideline B.1.3)
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

3. Selecting, Inviting and

Orienting New Directors

It would be desirable for [Financial
Institutions] as pure creditorsto re-writetheir
covenantsto eliminate having nominee
directorsexcept:

a) intheevent of seriousand systematic debt
default; and
b) incaseof thedebtor company not

providing six-monthly or quarterly

operational datato the concerned

[Financial Institutions].
(Recommendation 14)

Securing the servicesof good, professionally
competent, independent non-executive
directorsdoes not necessarily requirethe
institutionalizing of nomination committeesor
search committees. (p.2)

[IInsofar ascreditorsare not sharehol ders, and
solong astheir duesare being paid on time,
they should desist from demanding aseat on
theboard of directors.

Thisisan important point in the Indian context.
Almost all term loans from [Financial
Institutions currently] carry acovenant that
[they] will be represented on the board of the
debtor company viaanomineedirector. ... It
would be desirablefor [them] to eliminate [this

practice]. (p.7)

Any two Minor sharehol ders may together
nominate a candidate for el ection to the Board
of Directors. (17.10)

The AGM may elect one member of the Board
of Directorsfrom alist of one or more
nominations provided by the employeesof the
Society. (17.11)

The AGM may elect one member of the Board
of Directorsfrom alist of one or more
nominations provided by the largest
outstanding creditor of the Society. (17.12)

The AGM may, where appropriate, elect one
further member to the Board of Directorsfrom
nominations provided by other interested
parties, e.g., long-term suppliers or customers/
consumers, asecond large creditor, etc. (17.13)

There should be aformal and transparent
procedure for the appointment of new directors
totheboard. (Principle A.IV)

Asanintegral element of the process of
appointing new directors, each company should
provide an orientation and education program
for new recruits. (Best Practice AA.XII1)

Theboard’ s processfor assessing existing di-
rectors and identifying, recruiting, nominating,
appointing and orienting new directorsis
central to enhanced governance. Thisfunction
can be performed by the board asawhole. But
we endorsethe view that the adoption of a
formal procedurefor appointmentsto the
board, with anomination committee making
recommendationsto the full board, should be
recognized as good practice. (Explanatory
Note 4.4 on Principle A.1V at 76)

Weendorsetheview that itistheboard’s
responsibility to appoint new directorsand the
shareholders’ responsibility to re-elect them.
Re-election at regular intervals not only
promotes effective boardsbut affords
shareholders the opportunity to review the
directors' performancein turn and where
necessary to replace them. (Explanatory Note
4.50n Principle A.V at 76)

When Board members are first appointed, they
should be given proper orientation with regard
totheir new responsibilities. Attheleast, the
company should supply them with information
regarding the company and its environment, as
well asthe obligations, responsibilities and
powersthat accompany appointment to the
Board. (Principleat1.4)

New Board members should . . . have abroad
knowledge of the business, including, among
other aspects, the company’ s position withinits
sector, itsmain competitors, clientsand
suppliers. (Recommendation at |1.4)

Board members are legally bound to perform
their duties. Ignorance of their responsibilities
does not exempt them from these duties. Itis
therefore important that new Board members
areinformed of the scope and thelegal and
statutory consequencesof their position.
(Recommendation at |.4)

Itisimportant . . . that stockholdersreceive al
pertinent information on nomineesto the Board
of Directors, which can be contained in abrief
résumé, so that they can assessthe candidate’ s
profile and issue an informed vote.
(Recommendation at V.1)

See Recommendation at |.2 (It isimportant to
avoid situations in which regular members who
are unabl e to attend meetings arereplaced at
random by any alternate member, becausethis
diluteshisor her obligationsto therest of the
Board. Itisalsoimportant that the regular
member and hisor her alternate form ateamin
order to participate more effectively on the
Board. For thisreason, regular members
should participatein the process of selecting
their alternates.).
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

3. Selecting, Inviting and

Orienting New Directors

Thegeneral assembly of shareholders/

associ ates can appoint to the Board of Directors
an independent person — non-executive
members of the company, recommended by
one of the creditorsor investors of the
company, or by ashareholder. (111.10.1)

The selection and appointment of directors
should be mattersfor the board asawhole and
as such nomination committeesare not
recommended. (The Code, 5.1)

Inthe event of there being anomination
committee, the sel ection process should be
tabled and agreed by the whol e board and not
delegated to the nomination committee which
should only make recommendations. (Ch. 9: 5)

A new director needsto visit the company’s
operations, meet senior executives and
generally become familiar with the company.
They should betold by the chair what is
expected of them and there should be briefings
on personal liability, dealing in the company’s
sharesand their responsibilities on any
committee on which the director may be
requiredto serve. If they have no board
experience they should receivetraining.
(Ch.9:84)

Each newly appointed director should have
proper internal training, i.e., aproper process of
induction into the company’ s affairs. If anew
director hasno prior board experiencethey
should undergo sometraining beforetaking
their seat on the board. (Ch. 10: 3)

Thetraining and development of directorsis
important for good governance and needsto be
uppermost in the minds of boardsin making
new appointments. (Ch. 10: 5)

Directorsshall be appointed through a
transparent procedure that reflects broadly the
diverse opinions of shareholders. (11.3)

It isadvised that acommittee be established
and managed for the fair nomination of
directors. The committee shall be organized
such that the fairness and independence of the
nomination process are ensured. (11.3.1)

At least half of the nomination committee
members should beoutsidedirectors.
(Commentary on 11.3.1)

The opinionsof sharehol dersother than the
controlling shareholder shall also be reflected
when appointing directors. (11.3.2)

The corporation shall, by disclosing the
nominated directors prior to the general
shareholder meeting, ensurethat shareholders
exercisetheir voting rights with information on
the nominees. (11.3.4)

When minority shareholders arelooking to
nominate directors, such intentions shall be
announced at thetimethe general shareholder
meeting is notified; then the nominees shall be
recommended and disclosed beforethe general
shareholder meeting. (Commentary onI1.3.4

TheAct [i.e., the Public Limited Companies
Act of 1992] prescribesthat directorsshall be
elected at ashareholders' meetingin
accordance with the rules and procedures as
prescribed in the Articles of Association. If the
Articlesof Associationdo not providetherules
and proceduresfor the appointment of
directors, the Act statesthat cumulativevoting
should be applied. Inthe case of avacancy on
the board of directorsfor reasons other than the
expiration of adirector’ stermin office, the
board of directorsshall elect another person as
asubstitutedirector. The substitute director
shall hold office only for the remaining term of
office of the director whom he or she replaced.
However, in appointing adirector, the board of
directors should clearly specify the powers of
thedirector in operating the businesses of the
company. (Ch. 2:2.7)

In binding the company, the position of director
shall be effective when a shareholders' meeting
passes aresolution appointing aperson asa
director.

However, for binding athird party, the posi-
tion of director shall be effectivewhen sucha
director has been registered by the registrar in
the Ministry of Commerce. (Ch. 2: 2.8).

See The Code, 4.3.3 ([Directors should aJvoid
any other positions or jobs that may lead to
conflicts of interest.).
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

4. Separation of Chairman and CEO

The Board should be free to make this choice
any way that seems best for the Company at a
given pointintime.

Therefore, the Board does not have apolicy,
oneway or the other, on whether or not therole
of the Chief Executive and Chairman should be
separate or combined and, if itisto be separate,
whether the Chairman should be selected from
the non-employee Directors or be an employee.
(Guideline 4)

Theboard should. . . separat[€] theroles of the
chief executive officer and Chairman.
(Principle 9)

The firm and objective leadership of achair-
man, preferably non-executive, who acceptsthe
duties and responsibilitieswhich the post
entails, should providethedirection necessary
for an effective board. (Commentary on
Principle 1)

Itisatypical situation of conflict of interest if
you supervise and control yourself.
Consequently, one should avoid situations
when the same person isboth officer and board
member.

Oneshould try to avoid situationswherethe
same person isthe chairman of the board and
chief executive officer. Thelogic hereisthe
same asthe case above when the same person
is both officer and board member. (p. 4)

Not covered.
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

4. Separation of C

hairman and CEO

Not covered directly, but see Recommendation

2 (Any listed companieswith aturnover of

Rs.100 crores and above should haveprofes-

sionally competent, independent, non-executive

directors, who should constitute:

= atleast 30 percent of the board if the
Chairman of the company isanon-
executivedirector, or

= atleast 50 percent of the board if the
Chairman and Managing Director isthe
same person.)

The members of the Board of Directors shall
elect its Chairman, but the election may be
overturned by atwo-thirds majority of the votes
of shareholdersat a General Meeting of
Shareholders. (17.17)

The Chairman of the Management Board [i .e.,
CEQ] cannot be amember of the Board of
Directors. (18.19)

The Chief Executive Officer . . . hastheright to
attend and speak at all meetings of the Board of
Directorsbut hasnovoteonit. Whenavoteis
taken, he must withdraw from the meeting
unless requested by the Board of Directorsto
remain. (17.6)

There should be aclearly accepted division of
responsibilities at the head of the company,
which will ensure abalance of power and
authority, such that no oneindividual has
unfettered powers of decision. Wheretheroles
are combined there should beastrong
independent element ontheboard. A decision
to combinethe roles of Chairman and Chief
Executive should be publicly explained.

(Best Practice AA.IT)

Given theimportance and particular nature of
the Chairman’srole, it should in principle be
separate from that of the Chief Executive.
(Explanatory Note 4.20 on Best Practice AA.11
at 82)

Not covered.
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

4. Separation of Chairman and

CEO

[T]he general assembly of shareholderscan
decide that the chairman . . . should havethe
right at any time to appoint another person as
[CEQ]. Inthiscase, the Board of Directorswill
appoint aManaging Committee from among its
members [and] establish the limits of the
representative activity and the decision-making
competence between the chairman of the board
and the [CEQ]. (111.8)

Thechair should, unlessit is considered by the
board not to bein the company’ sinterests, bea
non-executive director of the company and
should not al so bethe chief executive.

(The Code, 3.1)

Not covered.

Not covered.
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

5. Lead

Director

The Chairman of the Committee on Director
Affairswill be an independent Director
responsiblefor chairing the regular sessions of
the independent Directors and communicating
the Board’ sannual evaluation of the chairman
and the CEO to thoseindividuals. The
chairman of the Committee, together with the
members of that Committee, will develop the
agendas for those regular sessions and
periodically review the Board’ s governance
procedures (guidelines). (Guideline 5)

Where theroles of the Chairman and chief
executive officer are combined, it isimportant
to ensurethat the non-executive directors are of
sufficient calibre to bring an independent
judgment to bear on issues of strategy,
performance, resources and standards of
conduct and evaluation of performance.
Courage, wisdom and independence should be
the hallmark of any non-executive director, so
that he or she actsin the best interests of the
corporation. (Commentary on Principle 9)

In the case when the chairman of the board and
the chief executive officer isthe same person, it
isvital that there be a strong independent board
member who is respected by colleagues and by
theindustry and who can serveasalead
director to counterbalance the power of the
chairman/CEO. (p. 4)

Not covered.
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

5. Lead

Director

Not covered.

The members of the Board of Directors shall
elect its Chairman, but the election may be
overturned by atwo-thirds majority of the votes
of shareholdersat a General Meeting of
Shareholders. (17.17)

See 18.19 (The Chairman of the Management
Board [i.e., CEQ] cannot be amember of the
Board of Directors.).

There should be aclearly accepted division of
responsibilities at the head of the company,
which will ensure abalance of power and
authority, such that no oneindividual has
unfettered powers of decision. Wheretheroles
are combined there should beastrong
independent element on the board.

(Best Practice AALII

Given theimportance and particular nature of
the Chairman’srole, it should in principle be
separate from that of the Chief Executive.
(Explanatory Note 4.20 on Best Practice AA.II
at 82)

Not covered.
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

5. Lead Director

Not covered.

Not covered.

Meetingsfor outside directorsonly shall be
held regularly; arepresentative shall be
appointed among the outside directorsto
supervise such ameeting and to handle
important issues del egated to them.
(Commentary on 11.4.5)

Not covered.
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

6. Board Size

TheBoard in recent years has averaged fifteen
members. It isthe sense of the Board that this
sizeisabout right. However, the Board would
bewilling to go to asomewhat larger sizein
order to accommodate the availability of an
outstanding candidate(s). (Guideline 6)

Not covered.

Thesize of the board of directors should beas
small as possible and, depending on the
requirements of the company, should vary
between 5 and 9 members. (p. 2)

Not covered.
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

6. Board Size

Not covered.

There shall be not |ess than 3 members of the
Board of Directors. (17.4)

A quorum shall be set by the Board of
Directors but shall not beless than 2 members
of the Board of Directors. (17.31)

Every board should examineitssize, witha
view to determining theimpact of the number
upon its effectiveness. (Best Practice AA.XII)

It isrecommended that the Board of Directors
consist of between 5 and 15 members.
(Principle at 3)

It isrecommended that there be no alternate
Board members. However, if aternates are
chosen, they can act only in place of their
specific respective Director. Inthiscase, itis
recommended that each Director be ableto
propose his/her alternate. (Principle at 4)

Establishing aminimum number of Board
membersisnecessary in order to generate a
plurality of opinionsamong Board members.
Establishing a maximum number is necessary
in order to assure that Directorswill beableto
effectively express and discusstheir points of
view without the inefficiency that might result
from having too many Board members.
(Recommendation at 3)
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

6. Board Size

Except for the case in which the incorporation
document of the company provides otherwise,
... the Board of Directors can be composed of
2 non-executive members and 3 executive
members— appointed in the Managing
Committee. Insmall commercial companies,
such astructureisnot necessary. Inlarge
enterprises, the number of board memberscan
beincreased, but not morethan 7, to assure
decision-making within an optimal time.
(11.9.A)

Not covered directly, but note that the Report
statesthat there should be a balance of
executive and non-executivedirectors, and also
that there should never belessthan two non-
executivedirectorsontheboardinadditionto
the Chair who, by preference, should also be
non-executive. (See Ch. 6, including 6:16,
6:17)

Thereisno perfect number of directors
appropriate for al the different circumstances
of corporations. Thereason lieswith the many
different factors that may influence the Board's
size, e.g., the corporation’ ssize, the business
environment, and special characteristics.
Nevertheless, the Board' ssize shall be such
that it allowsthe discussionsto befruitful and
the decisions made to be appropriate, swift and
prudent.

For large public corporations, it is highly
advised that the number of directorsonthe
Board be appropriate for effectively managing
internal committees. (11.2.1)

Thenumber of directors comprising the board
of directors of acompany isset outinthe
Articlesof Association asbeing no lessthan 5
directors. (Ch. 2: 2.2)
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

7. Mix of Inside and Outside Directors

The Board believes that as amatter of policy,
there should be amajority of independent
Directors on the GM Board (as defined in By-
law 2.12). The Board believesthat
management should encourage senior managers
to understand that Board membership is not
necessary or aprerequisiteto any higher
management position in the Company.
Managers other than the Chairman and Chief
Executive Officer and the Vice Chairman
currently attend Board meetings on aregular
basis even though they are not members of the
Board.

On matters of corporate governance, the Board
assumes decisionswill be made by the
independent Directors. (Guideline 7)

Theboard should ensure that no one person or
block of persons has unfettered power and that
thereisan appropriate balance of power and
authority on the board which is, inter alia,
usually reflected by . . . having abalance

between executive and non-executivedirectors.

(Principle 9)
Theboard should, preferably, be balanced as

between executive and non-executivedirectors.

The actual proportion will depend on the
circumstances and business of each enterprise,
and may well be influenced by local law and
regulations. (Commentary on Principle 1)

A magjority of the board members should be
independent. (p. 3; seealso p. 4)

The fundamental reason for the importance of
independence isto avoid conflicts of interest.
(p-4)

Therearethree classes of board members:

=  independent,

=  externa (board memberswho do not work
inthe company but who are not
independent), and

= internal (board memberswho are
employed by the company or its
subsidiariesor associates).

(p-4)

Not covered directly, but see The Code, 12
which impliesthat the Hong Kong Stock
Exchange has some requirement for service by
non-executive or independent directorson the
Board. (If anindependent non-executive
director resigns or isremoved from office, the
Exchange should be notified of the reasons
why.).
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

7. Mix of Inside and Outside Directors

Any listed companieswith aturnover of Rs.100

croresand above should have professionally

competent, independent, non-executive

directors, who should constitute

= atleast 30 percent of the board if the
Chairman of the company isanon-
executivedirector, or

=  atleast 50 percent of the board if the
Chairman and Managing Director isthe
same person.

(Recommendation 2)

[T]hequality of the board —and, hence,
corporate governance —improves with the
induction of outside professionalsasnon-
executive directors. (p. 2)

Theboard should have acoregroup of
excellent, professionally acclaimed non-
executive directors. (p. 2)

Members of the Management Board and the
Audit Commission cannot simultaneously be
members of the Board of Directors. (14.5)

See Topic Headings 4 and 5, above, and Topic
Heading G, below.

The board should include abal ance of
executivedirectorsand non-executivedirectors
(including independent non-executives) such
that no individual or small group of individuals
can dominate the board’ s decision-making.
(PrincipleA.lT)

To beeffective, independent non-executive
directors need to make up at | east one-third of
the membership of the board. (Best Practice
AALINT

In circumstances where acompany hasa
significant shareholder, in addition to the
requirement that one-third of the board should
compriseindependent directors, the board
should include anumber of directorswhich
fairly reflectsthe investment in the company by
shareholders other than the significant
shareholder. For this purpose, a“significant
shareholder” is defined as a sharehol der with
the ability to exercise amajority of votesfor
the election of directors. (Best Practice AA.1V)

In circumstances where the sharehol der holds
lessthan the majority but isstill the largest
shareholder, the board will haveto exercise
judgment in determining what isthe
appropriate number of directorswhich fairly
reflectsthe investment in the company by the
remaining holders of the shares. (Best Practice
AAV)

Patrimonial Board members are those who are
sel ected because they are significant stock-
holders or agents of significant stockholders.
Depending on whether significant stockholders
or their agentscomply with the characteristics
of an Independent member of the Board, they
may be Patrimonial Directors, Independent
Directors, or Related Patrimonial Directors.
(Principle at 5)

Related Directorsare all other Directorswho
do not fall into the definitions mentioned
above. (Principle at 5)

It is suggested that Independent Directorsand
Patrimonial Directorsjointly represent at least
40% of the Board of Directors. Furthermore, it
is recommended that Independent Directors
represent at least 20% of the total number of
Board members. (Principle at 6)

To comply with its purpose, it is recommended
that the Board have memberswho are not
involved inthe daily operations of the
corporation and who may contribute with an
external and independent vision.
(Recommendation at 2)

In order for the Independent Directors and
Patrimonial Directorsto fulfill their intended
roles, itisnecessary that they have asufficient
percentage of representation on the Board.
(Recommendation at 5)
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

7. Mix of Inside and Outside Directors

The Board of Directorswill haveinits
composition members with representation and
executive functions, aswell as non-executive
members, so that such aboard should havean
odd number of non-executive members,
organized as aManaging Committee, and an
even number of executive members. (111.4.A)

No board should havelessthan two non-
executivedirectors of sufficient calibrethat
their views will carry significant weight in
board decisions. (The Code, 2.2)

Non-executivedirectorsshould bring an
independent judgment to bear on issues of
strategy, performance and resources, including
key appointments and standards of conduct.
(The Code, 4.1)

A board needsto be balanced with at least an
equal number of executive and non-executive
directors. (Ch. 4: 9)

TheBoard shall include outside directors capa-
ble of performing their dutiesindependently
from management, controlling shareholdersand
the corporation. The number of outside
directorsshall be such that the Board isableto
maintain practical independence. Particularly,
it isrecommended that financial institutions
and large-scal e public corporations gradually
increase theratio of outside directorsto more
than half of thetotal number of directors
(minimum three outside directors). (11.2.2)

Toraisethetransparency of corporate
management and to improve corporate
governance, stock-listed corporationsshall
appoint outside directorsto fill aminimum one-
quarter of thetotal; banksand public sector
corporations, aminimum one-half.

For outside directorsto perform their functions
properly, itisimportant that the number of
outside directors appointed is sufficient for
them to exercisereal influencein the Board's
decision-making process. Therefore, the
proportion of outsidedirectors shall be decided
at thelevel where the Board would be able to
maintain actual independence from manage-
ment and controlling shareholderswhile exer-
cising influential authority over management
decisions. (Commentary on11.2.2)

Ouitside directors shall be able to independently
participate in important corporate management
decision-making, and to supervise and support
the management as Board members. (11.4)

[A]t least two . . . directors must be
independent directors. Additional independent
director(s) must be appointed within three
monthsif there are ever less than two
independent directors. (Ch. 2: 2.2)

TheAct [i.e., the Public Limited Companies
Act of 1992] does not provide for independent
directorsand their qualifications. Itisthe
SET’ sregulations which require the board of
directorsof alisted company to comprise at
least two independent directors. (Ch. 2: 2.4)
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

8. Definition of

“Independence’

GM'’sBy-law 2.12, defining independent
Directors, was approved by the Board in
January 1991. The Board believesthereisno
current rel ationship between any independent
Director and GM that would be construedin
any way to compromise any Board member
being designated independent. Compliance
with the By-law isreviewed annually by the
Committee on Director Affairs. (Guideline 8)

By-law 2.12(c) provides:

For purposes of thisby-law, theterm
“Independent Director” shall mean adirector
who:

i. isnotand hasnot been employed by the
corporation or itssubsidiariesin an
executive capacity within thefiveyears
immediately prior to the annual meeting
at which the nominees of the board of
directorswill be voted upon;

ii. isnot(andisnot affiliated witha
company or afirmthat is) asignificant
advisor or consultant to the corporation
or itssubsidiaries;

iii. isnot affiliated with asignificant
customer or supplier of the corporation
or itssubsidiaries;

iv. doesnot havesignificant personal
services contract(s) with the corporation
or itssubsidiaries;

v. isnot affiliated with a tax-exempt entity
that received significant contributions
from the corporation or its subsidiaries;
and

vi. isnotaspouse, parent, siblingor child
of any person described by (i) through

(V).

Non-executivedirectors, desirably, should be
free from any businessor other relationship
which could interfere materially with the
exercise of their independent judgment.
(Commentary on Principle9)

See Commentary on Principle 3 (The board
should be able to exercise objective judgment
onthecorporate affairs of the businessenter-
prise, independent from management.).

Seealso Commentary on Principle 7 (A
director should avoid conflicts of interests.

Full and timely disclosure of any conflict, or
potential conflict, must be made known to the
board. Where an actual or potential conflict
doesarise, adirector should at |east refrain
from participating in the debate and/or voting
on the matter. In the extreme case of continu-
ing material conflict of interest, the director
should consider resigning from the board. Any
director who is appointed to aboard at the
instigation of aparty with asubstantial interest
in the corporation, such asamajor sharehol der
or asubstantial creditor, should recognizethe
potential for aconflict of interests and accept
that their primary responsibility isto always act
intheinterests of the corporation.).

Seealso Topic Heading 7, above.

A board member isindependent if he or she:

= hasnolink tothe company besidesthe
board position and the possession of
sharesof thecompany,

=  hasnever been employed by the company
or any of itssubsidiaries or associate
companies,

= providesno servicesor productsto the
company,

= isnot employed by any firm providing
major servicesor productsto the
company,

= isnotthespouseor first or second degree
relative to any officer, manager or the
ultimate controller of the company,

= isnot receiving any compensation from
the company other than board
remuneration and dividends, if a
shareholder.

(p- 4)

Not covered.
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Confederation Code Charter of a Shareholding Society Report on Corporate Governance Code of Corporate Governance
(India) (Kyrgyz Republic) (Malaysia) (Mexico)
8. Definition of “Independence”

Although the Codecallsfor “ professionally
competent, independent, non-executive
directors,” it doesnot definetheterm

“ independent.”

Not covered directly, but see 14.5 (Members of
the Management Board and the Audit
Commission cannot simultaneously be
members of the Board of Directors.)

Seealso 20.2 (Anofficial should not usein
personal interests opportunities opening in the
sphere of the purposes of activity of the
Society, without observance of conditions
contained inthisarticle.). (For alist of
conditions, see 20.3-20.8)

Seealso 18.19 (The Chairman of the
Management Board [i.e., CEO] cannot bea
member of the Board of Directors.).

Theterm “independent” is defined under

Rule 9 of the Listing Requirements as follows:
The composition of the board of
directors should reflect the ownership
structure of the company. Every listed
company should haveindependent
directors,i.e., directorsthat are not
officers of the company; who are neither
related to its officers nor represent
concentrated or family holdings of its
shares; who, in the view of the
company’ sboard of directors, represent
theinterests of public shareholders, and
are free of any relationship that would
interferewith the exercise of independent
judgement.

(Explanatory Note 4.23 on Best Practice

AALINI at 82-83)

Therearetwo featuresto thisdefinition that

the Committee endorses:

= First, that it incorporates an imprecise
definition of independence. Itisnot
practicableto lay more precise criteria of
independence. It should befor the board
totake aview asto whether aparticular
director isindependent in the above sense.

= Second, theterm “independence” refersto
two crucial aspects— independence from
management and independence from a
significant shareholder.

(Explanatory Note 4.24 on Best Practice

AALINI at 83)

See Explanatory Notes 4.70 —4.77 on Best
Practice CC at 96-97 (interestsrepresented by
theboard).

Independent Directors are persons selected for
their abilities, experienceand professional
recognition, and who at the time of their
designation arenot:

i. employeesor officersof thecorporation;

ii. stockholdersof the corporation having
authority over officersof the
corporation;

iii.  consultantsto the corporation . . . whose
incomes depend significantly on such
contractual relationships;

iv. clients, suppliers, debtorsor creditorsof
the corporation. . .;

v. employeesof acharitableinstitution,
university or entity that receives
significant contributions from the
corporation;

vi. theDirector General or ahigh-ranking
officer onthe Board of Directors of
another corporationinwhichthe
Director General or ahigh-ranking
officer of thiscorporation is/are
Directors; or

vii.  family to any of the persons mentioned
above.
(Principle at 4-5)

[ITtisimportant to create the concept of the
Independent Director. The term Independent
Director isused to identify such personsasare
not related to the management team of the
corporation. They are called to be Directors
because of their personal and professional
recognition. Their main duty isto contribute
with animpartial vision to the corporation’s
strategies, planning and other duties of the
Board. (Recommendation at 4)
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

8. Definition of

“Independence’

Not covered directly, but see I11.5.B
([M]embers of the Board of Directors should
preferably not be sharehol ders/associates,
except [when] the company isorganized asa
limited liability company, acollective
partnership or ajoint stock company. ... [Nor
should they] beashareholder/associate,
executive manager (employee) or auditor of a
supplier or distributor [or] competitor.).

Seealso 111.9.B ([N]on-executive members can

be appointed from the following categories of

persons:

= administratorsor executive managers of
the dominant company;

= former executive managers. . . ;

= executive managers of one of the branches
of the mother company.).

Seealso 111.10.1 (The general assembly of
sharehol ders/associ ates can appoint to the
Board of Directors an independent person —
non-executive members of the company,
recommended by one of the creditorsor
investors of the company, or by ashareholder.).

Non-executive directors should be:

= [I]ndependent of management and . . . not
[receive] any benefits from the company
other than their fee. Thisisnot intended
to exclude. . . non-executive director[s]
who have a contractual nexuswith the
company for reward or to prevent anon-
executive director from acquiring sharesin
the company by meansindependent from
the company;

=  Directorsand managers of the company’s
holding company, or major investor, who
have no executiveresponsibilitiesin the
company;

=  Former executive directorswho are no
longer employed on afull-time basisbut
nevertheless are capable of giving
valuableinput to the board arising from
their past experience;

= Senior executive directors of major listed
subsidiariesand associates of theholding
company, who have no executive
responsibilitiesin the holding company.

(The Code, 4.2.1-4.2.4)

Not covered directly, but see I1.4.1 (Outside
directorsshall hold no interests that may hinder
their independence from the corporation,
management or controlling shareholder. The
outside director shall submit aletter of
confirmation, which the corporation shall
disclose, stating that he holds no interests
affiliated with the corporation, management or
controlling shareholder at thetime of his
consent to the appointment.).

Seealso Korean Stock Exchange Listing
Regulation, Article 48-5 (listing requirement
for outside directorsto compriseat |least one-
quarter of the board members; personswho do
not qualify as* outsidedirectors” include:
controlling shareholders; a spouse or afamily
member of adirector whoisnot anoutsider;
current or recent officersand employees of the
company, its affiliates, or of corporationsthat
have“ important businessrelations” with the
corporation; and personswho serveasoutside
directorson three or morelisted companies.).

Independent directors must be independent of
any major shareholder and not involved in the
day-to-day operationsof thelisted company.
(The Code, 5.1)

[A]n independent director must meet al of the
following requirements:

i. Beindependent from the major
sharehol ders of the company or any
shareholder in their group.

ii. Notbean employee, staff member or an
adviser receiving aregular salary or
other regular benefit from the company
or its affiliated company, associated
company or related company.

iii. Havenosharesintheir ownname, orin
arelated person’ s name, representing
more than 0.5% of the respective paid
up capital of thecompany, an affiliated
company, associated company or related
company.

Be ableto protect theinterests of all
shareholders of the company equally.

v. Beabletoprevent conflictsof interest
between the company and its
management or major shareholdersor
other companieswhich havethe same
management group, or major
shareholders, asthe company.

vi. Beableto attend board meetingsto
make decisions on significant company
activities.

(Ch. 2: 2.4, citing SET Notification Governing
Quialifications of Independent Directors dated
October 28, 1993)

See also Ch. 2: 7.2(a) regarding conflicts of
interest.
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9. Commitment / Changesin Job Responsibility

Former Chairman/Chief Executive Officer’s
Board Member ship.

The Board believesthisisamatter to be
decided in each individual instance. Itis
assumed that when the Chairman or Chief
Executive Officer resigns from that position,
he/she should submit his/her resignation from
the Board at the sametime. Whether the
individual continuesto serveontheBoardisa
matter for discussion at that time with the new
Chief Executive Officer and the Board. A
former Chairman or Chief Executive Officer
serving on the Board will not be considered an
independent Director for purposes of voting on
matters of corporate governance. (Guideline 9)

It isthe sense of the Board that individual
Directors who change the responsibility they
held when they were el ected to the Board
should submit aletter of resignation to the
Board.

Itisnot the sense of the Board that in every
instance the Directorswho retire or change
from the position they held when they came on
the Board should necessarily |eave the Board.
There should, however, be an opportunity for
the Board, viathe Committee on Director
Affairs, toreview the continued
appropriateness of Board membership under
these circumstances. Independent Directors are
encouraged to limit the number of other boards
on which they serve, taking into account
potential board attendance, participation and
effectiveness on these boards. Independent
Directors should al so advise the Chairman of
the Board and the Chairman of the Committee
on Director Affairsin advance of accepting an
invitationto serveon another board.
(Guideline 10)

Not covered.

A board member’ s primary occupation isoften
an important factor in hisor her recruitment.
When there isachangein the main occupation,
the board member should resign. The
nominating committee should weigh the
suitability of re-election. (p. 3)

Every non-executive director must ensure that
he can give sufficient time and attention to the
affairsof theissuer and should not accept the
appointment if he cannot. (The Code, 10)
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Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

9. Commitment / Changesin Job Responsibility

Not covered.

Not covered.

Not covered.

Not covered.
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Corporate Governance Code King Report Code of Best Practice The SET Code of Best Practice
(Romania) (South Africa) (South Korea) (Thailand)
9. Commitment / Changesin Job Responsibility
Not covered. Not covered. [S]hould there be any changein theinforma- Not covered directly, but see The Code, 4.3.3

tion stated in the letter [which anominee for
outside director isrequired to present
confirming his or her independence] following
inauguration into office, the outside director
shall immediately submit a corrected letter,
which the corporation shall disclose. (11.4.1)

Outsidedirectorsshall allot sufficient time
towards performing their duties. (11.4.3)

([Directorswill a]void any other positionsor
jobsthat may lead to conflicts of interest.).
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10. Election Term/ Term Limits/ Mandatory Retirement

TheBoard doesnot believeit should establish
term limits. Whileterm limits could help
insure that there are fresh ideas and viewpoints
availableto the Board, they hold the
disadvantage of losing the contribution of
Directorswho have been ableto devel op, over
aperiod of time, increasing insight into the
company and itsoperationsand, therefore,
provide an increasing contribution to the Board
asawhole.

Asan alternative to term limits, the Committee
on Director Affairs, in conjunction with the
Chief Executive Officer, will formally review
each Director’ s continuation on the Board
every fiveyears. Thiswill also allow each
Director the opportunity to conveniently
confirm his/her desire to continue asamember
of the Board. (Guideline 11)

It isthe sense of the Board that the current
retirement age of 70 is appropriate.
(Guideline 12)

Not covered.

Thelength of service should be defined. The
term should be short, varying between one and
threeyears. Re-election should be possible
after aformal performance evaluation. Re-
election should not be automatic. (p. 3)

If theterm is short, and the formal performance
evaluation efficient, thereisno reason for
having an age limit. (p. 3)

Non-executivedirectors should be appointed
for aspecific term and that term should be
disclosed in the annual report and accounts of
theissuer. (The Code, 7)
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(Kyrgyz Republic)

Report on Corporate Governance
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Code of Corporate Governance
(Mexico)

10. Election Term/ Term Limits/ Mandatory Retirement

Not covered.

Any member of the Board of Directors may
stand for re-election at the end of their term of
office. (17.15)

Theinitial appointments to the Board of
Directorsshall befor 1 and 2 yearsin order to
establish continuity in the operations of the
Board of Directors asmembersjoin and leave.
Subsequent appointments shall be for periods
of 3years. (17.14)

Members of the Board of Directorsare
appointed for aperiod not exceeding 3 years,
but are renewable. (17.25, 18.3)

Seealso 17.16, 17.26 (No member of the Board
of Directors may be dismissed except by a
decision of aGeneral Meeting of Shareholders
or for good cause.).

All directors should berequired to submit
themselves for re-election at regular intervals
and at least every threeyears. (Principle A.V)

Re-Election at regular intervals not only pro-
moteseffective boardsbut affords shareholders
the opportunity to review the directors
performancein turn and, where necessary, to
replacethem. Thisisconsistent with Rule 309
of the Listing Requirements which requires that
apublicly listed company must have provisions
initsarticles of association for election of
directorsto take placeevery year. TheListing
Requirements go on to require all directors,
except the managing director, to retire from
officeonceat least in each 3 years, but shall be
eligiblefor re-election. This principle goes
beyond the listing rule by including the
managing director to submit himself for re-
election at least every 3years. (Explanatory
Note on Principle A.V at 76)

Not covered.
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Corporate Governance Code King Report Code of Best Practice The SET Code of Best Practice
(Romania) (South Africa) (South Korea) (Thailand)
10. Election Term/ Term Limits/ Mandatory Retirement
Not covered. It should be the duty of the Chair, with the TheBoard shall . . . respect the appointed Not covered directly, but see The Code, 5.2

support of the majority of the board members,
to ensure that any non-executive director who
isnot contributing to the decision of the board
should not bere-elected or should havetheir
servicesterminated. (The Code, 4.3)

An executivedirector’ s service contract, if any,
should not exceed five yearsin duration. (The
Code, 5.2)

The Committee does not believethat non-
executive directors should be appointed for a
specified term. . . . If the Chair and the board
believethat after asufficient apprenticeship the
appointee isnot making a contribution, the
Chair hasaduty to tell the appointee so and
they should resign and if necessary be
removed. |f on the other hand anon-executive
director is making a contribution, why should
their term end after three, five or ten years?
(Ch. 6: 18)

directors' term of office. (11.3.3)

See Commentary on 11.3.3 ([T]heterm of office
for the director — appointed through due
process at ageneral shareholder meeting —shall
be respected so that his functions as managing
agent for all shareholders may be performed
dutifully. The exceptions are the following:
the director isfound liable for any illegal act;
grossviolationismade of the statutes or the
Articlesof Incorporation; or the director is
deemed quite inept for office.)

Seealso Commentary on 11.8.1 (If adirector
does not perform hisduties properly, he may
not be re-appointed or may even be dismissed.).

([R]e-appointment [of independent directors)
will not be automatic.).

Seealso The Code, 5.3 (Ensureafull
explanationisgiventothe SET if [independent
directors] are dismissed or resign their
positions.).

Seealso Ch. 2: 2.8 (Inthe case of avacancy on
the board of directors, the company shall apply
to register the changing of adirector within 14
daysof thedate of the vacancy. If not, the
company may not take any benefitsfrom any
third persons until the changing of itsdirectors
has been registered by the Registrar. Onthe
other hand, thethird person may take benefits
even though the company has not registered the
changing of itsdirector.).
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IBGC Code of Best Practice
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Hong Kong Stock Exchange Code/ Guide
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11. Board Compensation Review

Itisappropriate for the staff of the Company to
report once ayear to the Committee on
Director Affairsthe status of GM Board
compensation in relation to other large U.S.
companies. Aspart of aDirector’ stotal
compensation and to create adirect linkage
with corporate performance, the Board believes
that ameaningful portion of aDirector’s
compensation should be provided and held in
common stock units.

Changesin Board compensation, if any, should
come at the suggestion of the Committee on
Director Affairs, but with full discussion and
concurrence by the Board. (Guideline 13)

Thefull Board (independent Directors) should
make this evaluation [of the Chairman of the
Board] annually . ... The evaluation will be
used by the Executive Compensation
Committeein the course of its deliberations
when considering the compensation of the
Chairman. (Guideline 26)

Not covered.

A board member should be remunerated based
on time dedicated to the company. Hisor her
hourly rate should be comparablewith the
theoretically calculated hourly rate of the chief
executive officer. (p. 3)

Not covered.
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Confederation Code
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Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

11. Board Compensation Review

To secure better effort from non-executive

directors, companiesshould:

=  Pay acommission over and abovethe
sitting fees [maximum Rs.2,000 per
meeting] for the use of the professional
inputs. The present commission of 1% of
net profits (if the company has amanaging
director), or 3% (if there is no managing
director) issufficient.

=  Consider offering stock options, so asto
relate rewardsto performance.
Commissions are rewards on current
profits. Stock options are rewards
contingent upon future appreciation of
corporate value. An appropriate mix of
the two can align anon-executive director
towards keeping an eye on short-term
profits aswell aslonger term shareholder
value.

(Recommendation 5)

The above recommendation can be easily
achieved without the necessity of any
formalized remuneration committee of the
board. (p.3)

The method and level of remuneration of the
members of the Board of Directors shall be set
each year by the shareholdersat the AGM. The
cost will be borne by the Society. (17.20)

No member of the Board of Directors may
receive any benefit in any form from the
Society other than hisremuneration, as
determined by the AGM, return on any shares
owned by the member, and reasonable
expenses. (17.21)

See 17.19 (Members of the Board of Directors
may befull-timeor part-time, asdetermined by
shareholdersat an AGM.).

Levelsof remuneration should be sufficient to
attract and retain the directors needed to run the
company successfully. The component parts of
remuneration should be structured so asto link
rewardsto corporate and individual
performance, in the case of executivedirectors.
In the case of non-executive directors, thelevel
of remuneration should reflect the experience
and level of responsibilities undertaken by the
particular non-executive concerned.

(Principle B.I)

Boards should appoint remuneration
committees, consisting wholly or mainly of
non-executive directors, to recommend to the
board the remuneration of the executive
directorsin all itsforms, drawing from outside
advice asnecessary. Executive directors
should play no part in decisionson their own
remuneration. Membership of the
remuneration committee should appear in the
directors’ report.

The determination of remuneration packages of
non-executive directors, including non-
executive chairmen, should be amatter for the
board asawhole. Theindividuals concerned
should abstain from discussion of their own
remuneration. (Best Practice AA.XXIV)

Not covered.
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King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

11. Board Compensation Review

The members of the Board of Directorswill
receive amonthly fee and ameeting fee. The
amounts of the monthly fee and the meeting fee
are negotiated between the shareholders’
representatives and the person appointed as
administrator. Thefeesaregivenonly
according to presence at board meetingsand
depending on the company’ sfinancial
condition. Inthe case of small- and medium-
sized commercial enterprises, the use of quotas
isnot recommended. The use of quotasisalso
not recommended in the case of large
enterprises in which the state is the sharehol der.
(111.18.A)

See 1.2.G (The quotarefersto asum of money
received by each member of the Board of
Directorsfor participation in the Board of
Directors meetings. Quotas can be given either
in addition to the attendance fee or the
dividends, or instead of the attendance fee,
according to the financial condition of the
commercial company, and are calculated asa
percentage of itsnet profits.).

Directors’ remuneration, including that of the
non-executive directors, should be the subject
of recommendationsto the board of a
Remuneration Committee. (The Code, 6.1)

A remuneration committee will not necessarily,
however, reflect the view of the shareholders.
At the AGM the chair of the remuneration
committee should be present to motivate
remuneration decisions. (Ch. 8: 6)

In discussing remuneration the committee and
shareholders must be mindful of thefact that a
director’ sremuneration isareward for
enterprise so that there should be an incentive
for superior enterprising performance but
likewise there should not berewardsfor failure.
(Ch.8:7)

To promote active performance of dutiesby
management, outside directors and the Board,
their activities shall undergo fair evaluation;
based on such results, the matters of
remuneration and reappointment shall be
decided. (11.9)

Theactivitiesof an outside director should be
evaluated fairly, with the remuneration being
commensurate to the evaluation results. (11.9.2)

Theremuneration of directorsas approved by a
sharehol der meeting should be fully disclosed
in the company’ s annual report. (The Code,
4.4)

Thedirectors' remuneration shall beas
prescribed in the Articles of Association. If the
Articlesof Association do not providefor the
directors' remuneration, ashareholders
meeting of the company may fix the directors’
remuneration. Such aresolution requiresan
affirmativevote of at |east two-thirds of the
total number of voting sharehol ders present at
the meeting. The company may not pay any
money or convey any property to directors
except when making payment of remuneration
to them in the manner set out in the Articles of
Association or by aresolution of ashare-
holders’ meeting, asthe case may be. (Ch. 2:
7.2(e))

Re: company loanstodirectors, see Ch. 2:
7.2(d).

Seealso Ch. 6, SecuritiesDealings by
Directorsand Executives.
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12. Executive Sessions of Outside Directors

Theindependent Directors of the Board will
meet in Executive Session two or three times
each year. Executive Sessionswill be chaired
by the Chairman of the Committee on Director
Affairs. Theformat of these meetingswill
include adiscussion with the Chairman and the
Chief Executive Officer on each occasion.
(Guideline 14)

Not covered.

It isthefunction of the board to evaluate
officers and management. Regularly scheduled
executive sessions of the external and the
independent board members should be held as
amatter of course, thus disarming concern over
an action that may otherwise be perceived as
unusual and threatening. (p. 2)

Not covered.
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Code of Corporate Governance
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12. Executive Sessions of Outside Directors

Not covered.

By design, the Charter distinguishes between Not covered directly, but see Introduction § 1,
the Board of Directorsand the Management 3.3([T]heboard' stask isto approve

Board. Any personwhoisamember of one appropriate policies and to approvethe
board may not be a member of the other. performance of management in implementing
them.).

See 18.19 (The Chairman of the Management
Board [i.e., CEQ] cannot be amember of the
Board of Directors.).

Seealso 17.6 (The Chief Executive Officer
(chairman) (CEOQ) of the Society hastheright
to attend and speak at all meetings of the Board
of Directorsbut hasnovoteonit. When avote
istaken, he must withdraw from the meeting
unless requested by the Board of Directorsto
remain.).

Seealso 17.7 (The Board of Directors may, at
itsdiscretion, invite one or several members of
the Management Board (financial manager,
executive manager, Secretary) to attend
meetings of the Board of Directors.).

Not covered.
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King Report
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Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

12. Executive Session

sof Outside Directors

Not covered directly, but see I11.4.A (The
Board of Directorswill have[its] non-
executive members organized as aManaging
Committee [unless the shareholders decide
otherwise].).

Not covered.

Toraisethe outside director’ s management
supervision and supporting functions, aregular
meeting participated by outsidedirectorsonly
isrecommended. Outside directors and
management shall make every effort to provide
opportunitiesfor regular discussions on
managerial issues. (11.4.5)

Not covered.
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13. Evaluating Board Performance

The Committee on Director Affairsis
responsible to report annually to the Board an
assessment of the Board' s performance. This
will be discussed with the full Board. This
should be done following the end of each fiscal
year and at the sametime asthereport on
Board membership criteria.

Thisassessment should be of the Board's
contribution asawhole and specifically review
areas in which the Board and/or the

M anagement believesabetter contribution
could bemade. Itspurposeistoincreasethe
effectiveness of the Board, not to target
individual Board members. (Guideline 15)

Thefull Board (independent Directors) should
make this evaluation [of the Chairman of the
Board] annually, and it should be
communicated to the Chairman.. . . by the
Chairman of the Committee on Director
Affairs. Theevaluation should be based on
objective criteriaincluding performance of the
business, accomplishment of long-term
strategic objectives, devel opment of
management, etc. (Guideline 26)

The board should regularly assessits perform-
ance and effectivenessasawhole, and that of
the individual directors, including the chief
executive officer. (Principle 11)

The board should examineregularly theimpact
of the effectiveness of itsdirectors— collective-
ly and individually. It should set and achieve
objectivesfor continuousimprovement in the
quality and effectiveness of the board’s
performance, including performancein acrisis.
Theboard should review regularly the degree
to which its objectives are achieved and the
quality of the board’ sdecisions.

In order to maximize the efficiency and effec-
tiveness of the board’ swork, each individual
director’ s performance should be monitored
and appraised on an annual basis.

[T]he other members of the board should
ensure that the Chairman’s effectivenessis
appraised annually. In practice, non-executive
directors may take alead rolein this appraisal
process.

Theevaluation of theboard should be based on
objective and tangible criteria, including the
performance of the corporation, accomplish-
ment of long-term strategic objectivesand the
development of management, etc.
(Commentary on Principle 11)

[T]he other members of the board should
ensure that the Chairman’ s effectivenessis
appraised annually. In practice, non-executive
directors may take alead role in this appraisal
process. (Commentary on Principle 11)

Every year there should beaformal evaluation
of the performance of the board asawhole, and
of each individual board member. The
evaluation system should be adapted to the
needs of each company. (p. 2)

See p. 3 (Re-election should be possible after a
formal performance evaluation. Re-election
should not beautomatic.).

Not covered directly, but the Guide for
Directorsof Listed Companiesindicatesthat
directors must complete the Director’s
Declaration and Undertaking which requests
background information on thedirector or
proposed director in order to assist the
Exchange’ s assessment of the person’s
suitability to serve asadirector of alisted
company. (Guideline B.1.3)

If thereare any changesto any of the details set
out in the Director’ s Declaration and
Undertaking, the director should ensure that the
Exchangeisnotified of the changes.
(Guideline B.1.3)
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Confederation Code
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Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

13. Evaluating Board Performance

Not covered directly, but the Code provides:
While re-appointing members of the board,
companies should givethe attendance records

of the concerned directors[to the shareholders].

If adirector has not been present (absent with
or without leave) for 50 percent or more
meetings, then thisshould be explicitly stated
intheresolution that isput tovote. Asa
general practice, one should not re-appoint any
director who has not had thetimeto attend
even one-half of the meetings.
(Recommendation 6)

To ensurethat non-executive directors properly
dischargetheir fiduciary obligations, itis. . .
necessary to givearecord of their attendanceto
the shareholders. (p. 3)

Not covered.

The board, through its nominating committee,
should annually review its required mix of
skillsand experiences and other qualities,
including core competencies which non-
executivedirectorsshould bring to the board.
Thisshould be disclosed in the annual report.
(Best Practice AA.IX)

The board should implement aprocess, to be
carried out by the nominating committee
annually, for assessing the effectiveness of the
board asawhole, the committees of the board,
and for assessing the contribution of each
individual director. (Best Practice AA.X)

Not covered.
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13. Evaluating Board Performance

Not covered.

[The] chair with the support of the majority of
the board members[should] ensure that any
non-executive director who is not contributing
to the decisions of the board should not bere-
elected or should havetheir services
terminated. (The Code, 4.3)

If the Chair and the board believe that after a
sufficient apprenticeship [an] appointeeisnot
making a contribution, the Chair has aduty to
tell the appointee [who] should resign and if
necessary be removed. (Ch. 6: 18)

To promote active performance of dutiesby
management, outside directors and the Board,
their activities shall undergo fair evaluation.
(1.9)

Theactivitiesof an outside director should be
evaluated fairly, with remuneration being
commensurate to the eval uation results.
Activitiesand eval uation results of outside
directors shall be disclosed. (11.9.2)

Activitiesof the Board shall be evaluated
fairly, the results of which shall be disclosed.
(11.9.3)

Not covered.

NV 1:\20RRRQNAVACINAI NNCIRTRTA NNNA

a5




GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

14. Board Interaction with I nstitutional | nvestors, Press, Customers, etc.

The Board believes that the M anagement
speaks for General Motors. Individual Board
members may, from timeto time at the request
of Management, meet or otherwise

communi cate with various constituencies that
areinvolved with General Motors. If
comments from the Board are appropriate, they
should, in most circumstances, come from the
Chairman. (Guideline 16)

Not covered directly, but see Principle 6 (The
board should ensure that all communications
with shareholders, employees and other
relevant stakeholders aretimely and accurate.).

The shareholders have theright to get timely
and transparent information about the company
in which they haveinvested. (p. 5)

Theboard of directorsshould designate only
one person to serve as spokesperson for the
company, in order to avoid therisk of having
contradictionsbetween declarationsby the by
the chairman, the chief executiveofficer, and
others. The executivewho servesasliaison
with the capital market has powers delegated
by the spokesperson. (p. 5)

Seep. 5 (Theefficiency of the capital market
depends on transparent information on their
listed companies.).

Timing of adisclosureisdependent upon the
nature of theinformation and the particular
situation. Generally, disclosure should be
made as soon as reasonably practicable. If the
information is expected to be price-sensitive
and isthe subject of adecision, thenthe
information should be announced immediately.
Before adecision isreached, directors must
ensure that the utmost confidentiality is
maintained. (Guideline B.2.2)

When speaking with news reporters and
analysts, directors should consider carefully
their commentsregarding price-sensitive
matterswhich have not yet been made public
and explained by the company. . .. Uneven
and inaccurate reporting of adirector’ sremarks
may need to be clarified by an announcement
from the company, and atemporary suspension
of trading in the company’ s securities may be
appropriate until the announcement is made.
(Guideline B.2.4)

If directors of acompany are aware of any
matter that might have relevance to unusual
price movements or market rumours, then an
announcement clarifying the situation should
beissued. If itisnot possibleto make such an
announcement . . ., then thedirectors should
consider requesting atemporary suspension of
dealingsin the company’ s securities.
(Guideline B.2.6)
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Confederation Code
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Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)
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14. Board Interaction with I nstitutional I nvestors, Press, Customers, etc.

It would be desirable for [Financial

Institutions] as pure creditorsto re-writetheir

covenantsto eliminate having nominee

directorsexcept:

= intheevent of seriousand systematic debt
default; and

* incaseof thedebtor company not
providing six-monthly or quarterly
operational datato the concerned
[Financia Ingtitutions].

(Recommendation 14)

Insofar ascreditorsare not sharehol ders, and so
long astheir dues are being paid in time, they
should desist from demanding aseat onthe
board of directors. (p.9)

The AGM may elect one member of the Board
of Directorsfrom alist of one or more
nominations provided by the largest
outstanding creditor of the Society. (17.12)

The AGM may, where appropriate, elect one
further member to the Board of Directorsfrom
nominations provided by other interested
parties, e.g., long-term suppliersor
customers/consumers, a second large creditor,
etc. (17.13)

Companiesand institutional shareholders
should each beready, where practicable, to
enter into adial ogue based on the mutual
understanding of objectives. (Principle C.1)

Ingtitutional investors should encourage direct
contact with companies, including constructive
communication with both senior management
and board members, about performance, corpo-
rate governance and other matters affecting
shareholders’ interests. (Principlesand Best
Practices for Other Corporate Participants, 1)

When evaluating companies governance
arrangements, particularly thoserelating to
board structure and composition, institutional
investorsand their advisers should give due
weight to all relevant factorsdrawn to their
attention. (Principlesand Best Practicesfor
Other Corporate Participants, I11)

A direct dialogue givesinvestorsabetter appre-
ciation of acompany’ sobjectives, its potential
problems and the quality of its management,
while also making acompany aware of the
expectations and concerns of the shareholder.
Two-way communication between companies
and institutionsis an important aspect of corpo-
rate governance because corporate managers
need full information about the assessments of
institutionsthat hold their shares. Two-way
communication such asthishelps create amore
stable shareholder base. The belief isthat
shareholderswill bewilling to maintain their
shareholding and take alonger-term view of
their investment if they have a better under-
standing of the corporate strategy. (Explana-
tory Note 4.81 on Principles and Best Practices
for Other Corporate Participants, I at 100-101)

[N]either side should berequired to enter into
dialogue. Individual companiesand investors
must remain free to abstain from dialogue.
(Explanatory Note 4.83 on Principles and Best
Practicesfor Other Corporate Participants, Il at
100-101)

[T]he powers of the Board of Directorsinclude
... assuring that the shareholders and the
market have accessto the public information on
the corporation. (Principle at 3)

It issuggested that each corporation have
policies, mechanisms and responsible partiesto
inform investorsin order to maintain
communication channel swith stockhol dersand
potential investors. (Principle at 22)

Thelack of participation of all stockholdersin
the Stockhol ders M eeting, and the limitations
of such meetings as acommunication forum of
the corporation with its investors, justify addi-
tional effortsto create other communication
instruments which may allow such investors
and the general public to obtain therequired
information in connection with the corporation.
(Recommendation at 22)

See Recommendation at 11 (It is recommended
that the existence of the mechanism [for
executive compensation] bedisclosed, andits
operations be transparent, in order to increase
investor confidence in the management of the
corporation.).
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14. Board Interaction with I nstitutional I nvestors, Press, Customers, etc.

Thegoalsof corporate governance [include]
actual and consi stent communi cation between
internal constituencies [including institutional
investorg]. (1.2.C.a)

See V.22 (All shareholders should have access
to theinformation held by the secretariat of the
Board of Directorsand should be ableto
addressthe chairman of the board or the
[CEQ].).

Reports and communications must be madein
the context that soci ety now demands greater
transparency and accountability from
corporationsregarding their non-financial
affairs, including for example, their
employment policies and environmental issues.
(The Code, 9.2)

Reports should present abalance between the
positive and negative aspects of the activities of
the company. (The Code, 9.3)

Perhaps management [should make] public
announcements whenever anything untoward,
unexpected or relevant to the stakehol der
occurs. It[is] better to keep alink forged with
all stakeholdersrather than one or two
institutions. (Ch. 12: 8)

Thenarrow view isthat asit isthe sharehol ders
who elect the board, approve the annual
financial statementsand ratify directors’
actions, itisto the shareholdersonly that the
directors must account for their stewardship.
The dynamic participation approach isthat
directorsreports should be directed at all
stakeholders and should consequently address
matters of concern and interest to all
stakeholders. (Ch. 12: 10.1)

Institutional investors that manage trust assets
shall actively exercisetheir shareholder rights
and monitor corporate management.
(Recommendation 5)

Institutional investors, by exercising
shareholder rights, shall enact and officially
announce internal principlesfor exercising such
rightsto protect trust assets; and therights shall
be exercised actively and prudently according
to the principle of good faith.
(Recommendation 5.1)

Institutional investors, in transactions with the
corporation and all other acts, shall not engage
ininsider trading [activities] which abuse their
position or useimportant undisclosed
information. (Recommendation 5.2)

Restrictions on the exercise of the shareholder
rightsof institutional investorsthat havea
special relationship to the corporation should
be clearly stated by law. (Recommendation
5.3

Ingtitutional investors shall be equipped with
internal control systemsto ensurethefair
exercise of their shareholder rights.
(Recommendation 5.4)

Not covered directly, but see The Code, 7.1
(Clearly report all details providing reasonable
explanations and cal cul ationsto support the
results of the company’ s business operations,
policies, future trends and opportunities aswell
asrisksand dangers.).

Seealso The Code, 7.4 (Include full detailsin
the financial statement in such away asto
prevent any fraud or mismanagement of the
company’ Sassets.).

Seealso Ch.5:1 (To protect theinterests of
shareholders and keep investors informed about
any transaction which may create a conflict of
interest between alisted company and its
management or connected persons of that listed
company, the SET hasissued aNatification
Governing the Rules and Procedures for the
Disclosure of Connected Transactions by

Listed Companies, dated 17 February, 1993
(the “Connected Transaction Natification™”).).
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15. Attendance of Non-Directorsat Board M

eetings/ Boar d Accessto Senior M anagement

The Board welcomesthe regular attendance at
each Board meeting of non-Board members
who arein the most senior management
positions of the company.

Should the Chairman or the Chief Executive
Officer want to add additional peopleas
attendees on aregular basis, it is expected that
this suggestion would be made to the Board for
its concurrence. (Guideline 17)

Board members have complete accessto GM's
management.

It is assumed that Board members will use
judgment to be surethat this contact isnot
distracting to the business operation of the
Company and that such contact, if in writing,
be copied to the Chairman or Chief Executive
Officer, asappropriate.

Furthermore, the Board encouragesthe
Management to, from timeto time, bring
managers into Board meetings who: (@) can
provide additional insight into the items being
discussed because of personal involvement in
these areas, and/or (b) are managers with future
potential that the senior management believes
should be given exposureto the Board.
(Guideline 18)

Not covered directly, but see Commentary on
Principle 3 (Theboard should be ableto
exercise objective judgment on the corporate
affairs of the business enterprise, independent
from management but with sufficient
management information to enable a proper
and objective assessment to be made by the
directors.).

Key company personnel may occasionally be
invited to aboard meeting in order to make
presentations relating to their activities. (p. 2)

Not covered.
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15. Attendance of Non-Directorsat Board M

eetings/ Boar d Accessto Senior Management

Not covered directly, but the Code recognizes
that: Under usual circumstances, non-
executive directorsin India suffer from lack of
quality information. Simply put, the extent to
which non-executive directorscan play their
roleisdetermined by the quality of disclosures
that are made by the management to the board.

(pp. 3-4)

The Board of Directors may, at its discretion,
inviteoneor several membersof the
Management Board (financial manager,
executive manager, Secretary) to attend
meetings of the Board of Directors. (17.7)

Not covered.

Not covered for the Board asa whole, but see
Principle at 8 (The Chairman [of a Board
committee] may invite to [committee] meetings
those officers of the corporation whose duties
arerelated to the operations of the intermediate

body.).
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15. Attendance of Non-Directorsat Board M

eetings/ Boar d Accessto Senior Management

The board meetings can be attended, asinvited

guests, by:

= arepresentative of the shareholders, if the
shareholders have specifically requested
this...;

= arepresentative of the customers, but only
for those points on the agendaregarding
busi ness rel ations between the company
and the respective customers;

= arepresentative of thetrade unions, or of
the employeesif there are no trade unions,
but only for those points on the agenda
which refer to salary or labour policies
included in the strategic plans of the
company, or in arestructuring plan. . . ;

= oneor several executive managers.

(111.14.2)

[T]he Board of directorscan decidethat one or
two personsfrom the creditors or theinvestors
of the company attend the meetings of the
Board of Directors, asinvited guests. These
persons are representatives of the banks, of the
venture funds, who are not involved in the
company’ s management, of the mutual funds
and of the pension funds, or of other
ingtitutions of the financial or capital markets.
At their appointment asrepresentativesfor the
creditor or for the investor, adeclaration will be
forwarded to the secretariat of the Board of
Directorsconfirming that they do not havethe
position of administrator, executive manager or
auditor with acompetitor, asupplier or a
distributor of the company. (111.14.2)

Itis. .. useful in monitoring management and
the accuracy and quality of reportsreceived by
aboard that at random and in no particular
order, ageneral manager, afinancial director
and/or amanaging director of an operating
division beinvited to attend aboard meeting in
order to comment on matters before the board,
the progress of the group, or business unit.
(Ch. 6: 6)

In monitoring the activities of the executive
management the checks and balancesset upin
acompany by the board areimportant. Itisone
of the means of ensuring that the information
which is considered at board meetingsis as
accurate as possible and not skewed by the
wishes of aparticular executive and, more
importantly, is not false in any respect. (Ch. 4:
1

One of theways of attaining accuracy of
reporting isto have a senior member of
management who is not a board member report
ontheir sphere of operations. Theboard can
then direct questionsto them and check the
answers against the content, trend or tone of the
written reports before the board. (Ch. 4:7)

The outside director may receive support from
executives. . . through due process when
necessary, for which the corporation shall cover
any reasonable expense. (11.4.4)

Ouitside directors and management shall make
every effort to provide opportunitiesfor regular
discussions on matters concerning manage-
ment. Through regular contact with manage-
ment, outside directorswill be better ableto
manage the Board by clearly grasping the
managerial situation; management, on the other
hand, will be able to gain the understanding and
cooperation of outside directors concerning
corporate management. (Commentary on
11.4.5)

Not covered.
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16. Board Meetingsand Agenda

The Chairman of the Board/Chief Executive
Officer will establish the agendafor each Board
meeting. They will issue aschedule of agenda
subjectsto be discussed for the ensuing year at
the beginning of each year (to the degree these
can be foreseen). Each Board member isfree
to suggest theinclusion of item(s) on the
agenda. (Guideline 19)

The board should determineapolicy for the
frequency, purpose, conduct and duration of its
meetings. (Commentary on Principle 10)

The chairman, whoseroleiscrucial in ensuring
that the board is properly led, isresponsible
primarily for the working of the board and for
ensuring that all relevant issues are on the
agendaand that all available information on an
issueisbeforethe board. (Commentary on
Principle 11)

The agendafor the board meeting should be
prepared by the chairman, with due
consideration for suggestions from board
members and officers. (p. 6)

Itisimportant to have agood secretary for the
board meetings. All decisionsshould be
registered. It isimportant that the minutes
reflect the spirit and the letter of the
proceedings. Board members should read the
minutes with attention. (p. 6)

Full board meetings shall be held no less
frequently than every six months. “Full” board
meetings means meetings at which directors are
physically present and not “ paper” meetingsor
meetings by circulation. (The Code, 1)

Except in emergencies adeguate notice should
be given of aboard meeting to giveall directors
an opportunity to attend. (The Code, 3)

If amatter to be considered by the board
involvesaconflict of interest for asubstantial
shareholder or adirector, afull board meeting
should be held and the matter should not be
dealt with by circulation or by committee.
(The Code, 11)
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(Kyrgyz Republic)

Report on Corporate Governance
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Code of Corporate Governance
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16. Board Meetingsand Agenda

[T]hefull board should meet aminimum of six
timesayear, preferably at aninterval of two
months, and each meeting should have agenda
itemsthat require at least half aday’s
discussion. Comment on Recommendation 1

(p-2)

Intheinterest of good governance, certain key
information must be placed before the board,
and must form part of the agenda papers.
Comment on Recommendation 6 (p. 4)

Seealso Topic Heading 17, below.

Not covered.

The board should meet regularly, with due
notice of issuesto be discussed, and should
record its conclusionsin discharging its duties
and responsibilities. Theboard should disclose
the number of board meetings held per year and
the detail s of attendance of each individual
director in respect of meetings held.

(Best Practice AA.X1V)

Theboard should have aformal schedul e of
matters specifically reserved toit for decision
to ensurethat the direction and control of the
company isfirmly initshands. (Best Practice
AA.XV)

Thechair of the board shall undertake primary
responsibility for organizing information
necessary for the board to deal with the agenda
and for providing thisinformation to directors
onatimely basis. If the chair isalso the Chief
Executive Officer, the board should also have
in place aprocedureto ensure that its agenda
itemsare placed on the agendaand for
providing thisinformation to directors.

(Best Practice AAXVIII)

Itissuggested that the Board of Directors meet
at least four times per year. It isrecommended
that one of these meetings be dedicated to the
definition of the medium- and long-term
strategy of the corporation. (Principle at 8)

Itissuggested that there be aprocessfor
convoking Board meetings when at least 25%
of the Directors concur. (Principle at 8)

The Board shall meet as frequently as
necessary in order to assure an adequate and
permanent follow-up of the operations of the
corporation. (Recommendation at 8)

It is also important that corporations have
mechanismsthat guarantee compl ete openness
among Board members, in order that Board
performance not depend on one person.
(Recommendation at 8)

The active participation and responsibility of
the members of the Board of Directors
translatesinto a more institutional organism.
To support theforegoing, it isimportant to
provide Directorswith al information in timely
fashion in order for them to fulfill their duties.
(Recommendation at 9)

NV 1:\20RRRQNAVACINAI NNCIRTRTA NNNA

B




Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

16. Board Meetingsand Agenda

In order to meet their incumbent obligations,
the board members have to meet regularly,
according to the company’ sincorporation
document, or whenever necessary. Every
Board of Directorswill establish, by itsown
regulation and according to the law and the
incorporation document of the company, the
procedure of meeting, of communicating the
agenda, of making decisions, of communicating
the decisions, aswell asthe frequency of the
meetings, according to the specific conditions
of each commercial company. (I111.13.A)

To carry out its functions, the board must meet
regularly. How regularly or at what intervals
must be determined by each board, [based on]
itscompany’ sown circumstances. A board
should, however, meet at |east once aquarter.
(The Code, 7.1)

TheBoard shall be operated efficiently and
rationally to allow the best course for manage-
ment to be decided in theinterests of the
corporation and shareholders. (11.5)

Board meetingsshall, in principle, be held
regularly, at least once every quarter. (11.5.1)

To efficiently operate Board meetings, the
Board Operating Regulation shall be drafted
that specifically statesthe Board’ srightsand
responsibilities, along with the steering
procedures. (11.5.2)

Outside directors. . . shall review all related
information before attending a Board meeting.
Outsidedirectorsshall listen to the opinions of
sharehol ders and shall make every effort to
acquireinformation from various sources
within and outside the corporation. (11.4.3)

Outside directorsshall . . . collect and review
sufficient information on the agenda up for
decision-making and shall make every effort to
make the best decision in theinterests of the
corporation. For this, the outside director shall
allot sufficient timetowardsperforming his
duties, attending all Board meetings, and
reviewing the material provided carefully. If
thematerial provesinsufficient, the outside
director shall collect the necessary material
himself and review it, e.g., reading the account
books or related documents. (Commentary on
11.4.3)

See11.5.3 (The Board shall draft minutes or
audio record proceedings of the meeting each
time.).

All directors should attend all board meetings,
making decisionson any significant activities
by alisted company concerning the acquisition
and disposition of assets, investment project
expansion, policy implementation, and/or risk
management, etc. (The Code, 4.1.1)

Send awritten notice announcing aboard
meeting that includes the date and the agenda
to every director within the period specified in
the company’ s articles of association, except in
some emergency casesto preserve the
company’s benefits. (The Code, 4.1.2)

Ensure the company secretary completesthe
minutesfor each board of directorsand
shareholder meetings within the period
specified in therelevant laws. Carefully review
all such minutes. (The Code, 4.1.6)

Continuously follow and monitor the business
performance and operations of the company,
according to itslaws and regulations.

(The Code, 4.2.1)

Appoint acompany secretary to take care of al
thedirectors' activitiesand to conduct the
company’ shusinessin full compliancewith all
the relevant laws and related regulations.

(The Code, 4.2.2)
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17. Board Material

sand Presentations

Information and data that isimportant to the
Board’ sunderstanding of the business[should]
bedistributed in writing to the Board before the
Board meets. The Management will make
every attempt to see that thismaterial isas brief
aspossiblewhilestill providing the desired
information. (Guideline 20)

Asageneral rule, presentations on specific
subjects should be sent to the Board members
in advance so that Board meeting time may be
conserved and discussion time focused on
questions that the Board has about the material.
On those occasionsin which the subject matter
istoo sensitiveto put on paper, the presentation
will be discussed at the meeting.

(Guideline 21)

Thestrategies, policies, mutually agreed
management performance criteriaand business
plans of the corporation must be clearly defined
and measurable in amanner which is precise
and tangible, both to the board and manage-
ment. Each aspect requires acomprehensive
assessment against accurate and relevant
information, both financial and non-financial as
appropriate, and should be obtained from the
corporation’ sown internal reporting systems as
well asexternal sources so that aninformed
assessment can be made of all issuesfacing the
board and the corporation in monitoring and
evaluating theimplementation of these
objectives. Itiswithin this context that the
corporation’ sgovernance structures should be
monitored with constant vigilanceto ensure
that the business enterprise operatesin a
manner resulting in enhanced governance.
(Commentary on Principle 4)

[Theboard] should adopt efficient and timely
methods for informing and briefing board
members prior to meetings. Theinformation
needs of the board should be well defined and
regularly monitored. Each board member hasa
responsibility to be satisfied that, objectively,
they have been furnished with all the material
facts before making adecision. (Commentary
on Principle 10)

The chairman, whoseroleiscrucial in ensuring
that the board is properly led, isresponsible
primarily for the working of the board and for
ensuring that all relevant issues are on the
agenda and that all available information on an
issueisbeforetheboard. (Commentary on
Principle 11)

The effectiveness of board meetings dependsto
agreat extent on the documentation distributed
to board members prior to the meeting. The
proposal sfor decisions should be formul ated.
The documentation should bein the hands of
board memberswell ahead of the weekend
prior to the meeting. Each board member
should read the documentation carefully and be
well prepared for the meeting. (p. 6)

Except in emergencies, an agendaand
accompanying board papersshould besentin
full to all directors at least 2 days beforethe
intended date of aboard meeting (or such other
period asthe board agrees). (The Code, 2)
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17. Board Material

sand Presentations

Key information that must be reported to, and

placed before, the board must contain:

=  Annual operatingplans. . ..

=  Capita budgets. . . .

= Quarterly resultsfor the company asa
whole and its operating divisions . . ..

= Internal audit reports. . ..

= Show cause, demand and prosecution
notices received from revenue authorities
which are considered to be materially
important. . . .

=  Fatal or seriousaccidents. . . .

= Defaultin payment of interest or non-
payment of the principal . ...

= Defaults. ...

= Issuesinvolving possiblepublic or
product liability claims. . . .

= Detailsof any joint ventureor
collaboration agreement.

= Transactionsthat involve substantial
payment towards goodwill, brand equity,
or intellectual property.

= Recruitment and remuneration of senior
officersjust below the board level,
including appointment or removal of the
Chief Financial Officer and the Company
Secretary.

= Labor problemsand proposed solutions.

=  Quarterly detailsof foreign exchange
exposure. . . .

(Recommendation 7)

The Board of Directorsisresponsible for
ensuring that information systemsarein place
within the Society to allow the Board of
Directorsto havetheinformation it requiresto
carry out itsfunctions. (17.33)

At each quarterly meeting, the Board of
Directorsshall consider and review an updated
quarterly statement of the financial position of
the Society, submitted by the M anagement
Board to the members of the Board of Directors
not lessthan 5 days before the meeting at
which the quarterly statement will be
considered. (17.34)

The Management Board shall prepare an

annual report, balance sheet and anincome
(profit and | oss) statement for submission to the
Board of Directorsand to the Audit
Commission andthe AGM. (18.12)

The Management Board shall prepare quarterly
management accounts for submission to the
Board of Directors, including details of sales
revenue, costs, profitability, investment,
interest, movementsin working capital,
depreciation and cash flow. (18.13)

Theboard should be supplied in atimely
fashion with information inaform and of a
quality appropriate to enableit to dischargeits
duties. (Principle A.l111)

The board should receive information that is
not just historical or bottom line and financial-
oriented, but information that goes beyond
assessing the quantitative performance of the
enterprise and looks at other performance
factorssuch as customer satisfaction, product
and service quality, market share, market
reaction, environmental performance, and so
on, when dealing with any item on the agenda.
(Best Practice AA.XVII)

Thechair of the board shall undertake primary
responsibility for organizing information
necessary for the board to deal with the agenda
and for providing thisinformation to directors
onatimely basis. If thechair isalso the Chief
Executive Officer, the board should also have
in place aprocedureto ensure that its agenda
itemsare placed on the agendaand for
providing thisinformation to directors.

(Best Practice AAXVIII)

Directors should have accessto all information
within acompany, whether asafull board or in
their individual capacity, in furtherance of their
duties. (Best Practice AA.XIX)

All directors should have accesstothe advice
and servicesof thecompany secretary.
(Best Practice AA.XXI)

It issuggested that Directors have access, at
least five days prior to a[Board] meeting, to all
information relevant to decisions to be made
pursuant to the agendaincluded with the call
for the meeting. The foregoing will not be
applicable for strategic metters that require
confidentiality; nevertheless, inthiscasea
mechanism should be established for directors
to adequately evaluate the proposal related to
such strategic matters. (Principle at 9)

[Itisimportant to provide Directorswith
complete information, in atimely fashion, in
order for them to fulfill their duties.
(Recommendation at 9)
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17. Board Material

sand Presentations

[E]ssential informationtobe. . . put at the

board’ sdisposal should include:

= working plans and annual budgets[and]
long-term, updated action plans;

=  capita funds. .. and incomes;

= quarterly and half-year performance
indicators. . . by the company asawhole
and separately by divisions. . .;

= audit reports, including possible cases of
fraud or relevant violations;

= notifications. . . regarding . . . legal
procedures for fiscal infringements;

= incidentsof, or seriousdanger of,
accidents. . . ;

= failureto maketimely payments...;

= failureto collect receivablesor overdue
payments. . .;

= ...complaintsregarding reliability of
products manufactured . . . or quality of
servicesperformed.. . . ;

= anydecision...whichresultedin
constraints being imposed on the
company’sactivity . . . ;

=  proposalsregardingthesigningof ...
contractswith athird party;

=  marketing policy improvements. . . ;

= transactionsinvolving substantial
payments. . .;

= labour conflictsand proposalsfor solving
them;

=  solutionsto cover up thefinancial risk by
contractual clauses or stock exchange
operations.

(1V.20)

Not covered directly, but seeTopic Heading 15,
above.

The corporation shall, at the appropriatetime,
provide outside directorswith information
necessary to perform dutiesto allow accurate
assessment of the corporation’s managerial
situation. Particularly when aBoard meeting is
to be convened, information shall be provided
beforehand so that the director may sufficiently
review theagenda. Also, anoutside director
may request information necessary for perform-
ing duties, which should be swiftly provided.
For important confidential information on the
corporation, however, it shall be provided only
at the request of the mgjority of outside
directors, to which the management, barring
any justifiable reason, shall comply. (11.4.2)

[T1hecorporation shall designateadivision
within the corporation to oversee [and]
facilitate any request for information by outside
directors. (Commentary on I1.4.2)

Send documents rel ating to mattersto be
ratified or approved at the meeting to every
director together with awritten notice, except
in some emergency circumstances. (The Code,
4.1.3)
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18. Number, Structureand |

ndependence of Committees

From timeto time, the Board may want to form
anew committee or disband acurrent
Committee depending upon the circumstances.
The current six Committeesare Audit, Capital
Stock, Director Affairs, Executive
Compensation, Investment Funds and Public
Policy. Except for the Investment Funds
Committee, committee membership will consist
only of independent Directors as defined in By-
law 2.12. (Guideline 22)

Itisgood practicefor boardsto create and
maintain rel evant board committees and to
determinetheir termsof reference, life span,
roleand function. In doing so, the board

should establish, maintain and devel op appro-
priate reporting procedures and proper written
mandates or chartersfor committees, such as
the executive or management committee which
usually overseesthe day-to-day implementation
of board policy and decisions, the remuneration
committee which reviews executive and top
management remuneration arrangements, the
environmental committee where the corpora-
tion’ soperationswarrant such acommittee, and
the audit committee which reviews amongst
other things the internal audit function.

The board should implement aformal internal
audit function. Anaudit committee should be
established to keep under review the scope and
effectiveness of the audit (both internal and
external) and itsrelative cost efficiencies.
(Commentary on Principle 10)

Many of theactivitiesof theboard of directors
need detailed analysisthat isnot possibleto do
during the board meetings. Committees should
therefore be formed with afew board members
each, for example, committeesfor nominations,
audit, remuneration, etc. Each committee
studiesitsareaand prepares proposalsfor
decisions. Only thefull board of directors can
make decisions. (p. 1)

Not covered.
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Listed companieswith either aturnover of over
Rs.100 croresor apaid-up capital of Rs.20
crores should set up Audit Committeeswithin
two years. (Recommendation 8.1)

Audit Committees should consist of at least
three members, all drawn from acompany’s
non-executive directors, who should have
adequate knowledge of finance, accountsand
basic elements of company law.
(Recommendation 8.2)

By fiscal year 1998-99, listed companies
satisfying [the criteriain 8.1] should havein
place astrong internal audit department, or an
external auditor to do internal audits; without
this, any Audit Committee will be toothless.
(Recommendation 8.7)

Securing . . . non-executive directors does not
necessarily require the institutionalizing of
nomination committeesor search committees.
(p-2)

[Thereisno] necessity of any formalized
remuneration committee of the board. (p. 3)

Audit Committees ensure |ong-term goodwil|
through transparency. (p. 5)

See Recommendations 8.4, 8.5, 8.6 re: Audit
Committee at Topic Heading 20, below.

[The Audit Commission] isformed at the
General Mesting of Shareholders consisting of
shareholdersto control financial and economic
activity of the Society. (14.4)

[T1he Audit Commission shall compriseupto 5
shareholders. The Audit Commissionisthe
control organ of the Society. (19.1)

See 14.5 (Members of the Management Board
and the Audit Commission cannot
simultaneously be members of the Board of
Directors.).

Theboard of every company should appoint a
committee of directorscomposed exclusively
of non-executive directors, amajority of whom
are independent, with the responsibility for
proposing new nomineesfor the board and for
assessing directorson an ongoing basis. The
actual decision asto who shall be nominated
should be the responsibility of the full board
after considering the recommendations of such
acommittee. (Best Practice AA.VII)

Wherethe board appointsacommittee, it
should spell out the authority of the committee,
and in particular, whether the committee has
the authority to act on behalf of the board or
simply hasthe authority to examine aparticular
issue and report back to the board with a
recommendation. (Best Practice AA.XXIII)

Boards should appoint remuneration
committees, consisting wholly or mainly of
non-executive directors, to recommend to the
board the remuneration of the executive
directorsin al itsforms, drawing from outside
advice as necessary. Executive directors
should play no part in decisionson their own
remuneration. Membership of the
remuneration committee should appear in the
directors report. (Best Practice AA.XXIV)

The board should establish an audit committee
of at least three non-executivedirectors, a
majority of whom are independent, with written
terms of reference which deal clearly with its
authority and duties. The Chairman of the
audit committee should be an independent non-
executivedirector. (Best Practice BB.I)

It isrecommended that, in order to make more
informed decisions, the Board of Directors
shall perform evaluation, compensation, audit,
finance and planning functions (as further
defined in the Code) through one or various
intermediate bodies. (Principleat 7)

In order to facilitate itstasks, the Board should
rely on intermediate bodieswhosejobitisto
evaluate information and propose tasksin
specific areas of importance to the Board.
(Recommendation at I)

It is recommended that the following principles

should apply to theintermediate bodies:

= oneor moremay be created when they
have aclear purpose and their members
avoid conflicts of interest; . . . .

= they consist of aminimum of three, and a
maximum of seven, members; . . ..

= the Chairman may invite to meetingsthose
officersof the corporation whose duties
arerelated to the operations of the
intermediate body;

= each Independent Director, in addition to
fulfilling his/her basic Board duties, is
urged to becomeinvolvedin at least one
intermediate body; and

= theintermediate body in charge of
auditing shall be presided over by an
Independent Director.

(Principle at 7-8)

It isrecommended that there be a mechanism
that lends support to the Board in verifying
compliance of the audit function, assuring that
internal and external audits are performed with
the highest objectivity possible and that the
financial information is useful, trustworthy and
accurate. (Recommendation at 12-13)

It isrecommended that there be a mechanism to
assist the Board inits finance and planning
function, especially for the evaluation of the
long-term business strategy and the main
policieson investment and finance.
(Recommendation at 18)
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18. Number, Structureand I ndependence of Committees

[A] board should have an odd number of non-
executive members, organized as aManaging
Committee. . . . However, if the shareholders
so decide, the company can haveaBoard of
Directorswithout havingaManaging
Committee. (I111.4.A)

[If the board chairman appoints someone other
than himself or herself as CEO, then] the Board
of Directorswill appoint aManaging
Committee from among its members [and]
establish the limits of the representative activity
and of the decision-making competence
between the chairman of the board and the
[CEQ]. (111.8)

See 111.18.A (The members of the Board of
Directorswill receiveamonthly feeand a
meeting fee. The amounts of the monthly fee
and the meeting fee are negotiated between the
shareholders' representativesand the person
appointed as administrator.).

Seealso V.25.1-2 (guidelinesfor internal
auditing).

Director’s remuneration . . . should bethe
subject of recommendationsto the board of a
remuneration committee. Its membership
should compri se personswho are competent to
determinethe appropriate remuneration of
senior executives with the majority of its
members (including the chair) being non-
executive directors. (The Code, 6.1)

Theboard should establish an Audit Committee
with written terms of reference confirmed by
theboard. It should consist of at |east two non-
executive directors, of whom one should act as
chair. (The Code, 10.3)

Asaresult of the skills shortage in South
Africaitisdifficult enough to find anon-
executive director of calibreto takean
appointment to aboard. In consequence, to
recommend a nomination committee made up
of non-executive directorsin the majority
would beimpractical. (Ch. 9: 2)

The board of directorsmight find it useful to
establish sub-committees such asan agendaor
achair'scommittee. (Ch. 11: 1)

Theauthority of such acommittee should bein
writing from the board setting out the
parameters and context within which such
powers are conferred. Strictly, thisauthority
should also be incorporated in the corporation’s
Articlesof Association. (Ch. 11: 3.3)

The Board may mandate its authority to an
internal committee or to arespective director.
Excluded, however, are key mattersas stated in
the articles of incorporation and the Board
Operating Regulation. (11.1.2)

The Board may, if necessary, establish internal
committees. . . such as Audit, Operation and
Remuneration Committees. (11.6.1)

It isadvisablethat acommittee be established
and managed for the fair nomination of
directors. (11.3.1)

At least half of the nomination committee
members should be outsidedirectors.
(Commentary on11.3.1)

[A]ninternal committee may evaluate the
Board, and itsresults may be tendered to the
Board for examination. (11.9.3)

Internal auditing bodies, such asaudit commit-
teesand auditors, shall perform auditing opera-
tionsfaithfully by maintaining independence
from management and controlling sharehol ders.
(1n.12)

TheBoardsof large public corporations,
government-invested institutions and financial
institutions shall establish an audit committee
asaninternal committee. A corporation
establishing an audit committee shall not
employ auditors. (111.1.1)

Anaudit committee shall be composed of the
following: aminimum of 3 Board members; a
minimum two-thirds, including the committee
chairperson, shall be outside directors; and one
member shall be aperson possessing profes-
siona knowledge of auditing. A corporation
without an audit committee shall employ at
|east one standing auditor. (111.1.2)

Establish an Audit Committee, Nominating
Committee, and Remuneration Committeein
the listed company. (The Code, 4.2.3)

[E]stablishment of an executive committee, to
whom the board will delegate some of its
duties, isrecognized and, unless expressly
provided otherwise under the Articles of
Association, allowed under the Act[i.e., the
Public Limited Companies Act of 1992].
(Ch.2:3.)

[A] general meeting of shareholders must
decide on thedirector, or directors, authorized
to bind the company by hisor her signatures
(the “authorized directors’). (Ch. 2: 4.2)

The SET regardsit asgood practicefor the
board of directors of alisted company to
establish an audit committeeand a
remuneration committee for internal control
purposes. (Ch. 8: 3.1)

Anaudit committee should be composed solely
of theindependent directors of the company.
(Ch. 8:3.2)

The remuneration committee should be
composed solely of theindependent directors
of acompany. (Ch. 8: 3.3)

Special emphasishas been placed on the need
for all listed company boardsto establish audit
committeesto ensure the effective and efficient
control and review of acompany’s
administration, internal audit procedures, the
preparation of financial statements and the
general disclosure of material information to
investors and shareholders. (Message from the
President of the SET, pp. iv-v)
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19. Assignment and Rotati

on of Committee Members

The Committee on Director Affairsis
responsible, after consultation with the
Chairman of the Board and with consideration
of the desires of individual Board members, for
the assignment of Board membersto various
Committees.

It isthe sense of the Board that consideration
should be given to rotating Committee
members periodically at about afive year
interval, but the Board does not feel that such a
rotation should be mandated asapolicy since
there may bereasonsat agiven pointintimeto
maintain an individual Director’s Committee

membership for alonger period.
(Guiddline 23)

Not covered.

Not covered.

Not covered.
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19. Assignment and Rotati

on of Committee Members

Audit Committees should consist of at least
three members, all drawn from acompany’s
non-executive directors, who should have
adequate knowledge of finance, accountsand
basic elements of company law.
(Recommendation 8.2)

The members of the Audit Commission shall be
elected by amajority of thevotes of
shareholders attending the AGM, for the
purpose of monitoring the financial
performance and business activitiesof the
Society. (§19.2)

The nominating committee should. . .
recommend to the board directorstofill the
seats on board committees. (Best Practice
AA.VIII)

Each Independent Director, in addition to
fulfilling his’her basic Board duties, isurged to
becomeinvolvedin at |east one intermediate
body; the intermediate body in charge of audit-
ing shall be presided over by an Independent
Director. (Principle at 8)

[Tt isimportant that the Patrimonial Directors
and the Independent Directors participatein the
activities performed by theintermediate bodies
[i.e., committees]. The Independent Directors
were elected for their professional reputation
and experience, and the Patrimonial Directors
were designated becausethey havethe
incentives to become involved and resolve the
matters addressed by the intermediate bodies.
(Recommendation at 7)

See Principle at 14 (It isrecommended that the
Board arrange to rotate the partner in charge of
preparing the audit report, in order to assure the
objectivity of thereports. It issuggested that
thisrotation occur at least every six years.).
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19. Assignment and Rotation of Committee Members

See Topic Heading 18, above.

Not covered.

[Internal committees, composed of directors
with expertise and interest in the area con-
cerned, shall enhance the effectivenessand
expertnessof the duties performed by the
Board through division of labor, thereby
creating effective control over management.
(Commentary on1.1.2)

[Committees] shall be established, and
directorshaving expertise, or thosewho are
interested, shall be assigned to [them]. [Each]
committee shall then focus on studying the
important issues that occur periodically or that
need closer review. Through operating these
types of internal committees, the Board shall be
ableto raise professionalism and efficiency in
their performance of duties. (Commentary on

11.6.1)

Not covered.
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20. Committee M eeting Frequency, Length and Agenda®®

The Committee Chairman, in consultation with
committee members, will determine the
frequency and length of the meetings of the
Committee. (Guideline 24)

The Chairman of the Committee, in
consultation with the appropriate members of
Committee and management, will develop the
Committee’ sagenda.

Each Committee will issue a schedul e of
agendasubjectsto be discussed for the ensuing
year at the beginning of each year (tothe
degree these can be foreseen). Thisforward
agendawill also be shared with the Board.
(Guideline 25)

The board should determineapolicy for the
frequency, purpose, conduct and duration of its
meetings and those of its committees.
(Commentary on Principle 10)

[The] audit committee (if one exists) negotiates
with the independent auditorsin order to
establish the scope of the audit, time schedule
and price. (p. 2)

When thereisachangein the main occupation,
the board member should resign. The
nominating committee should analyzethe
suitability of are-election. (p. 3)

Not covered directly, but the Code notesthat
certainissues, such as conflicts of interest,
should not be dealt with in committees. Seethe
Code, 11.

15 Seealso ABA Guidebook at 20 & 25 (“Timeat . . . committee meetings should be budgeted carefully. A balance should be sought between management presentations and discussion among directors and management.
Written reports that can be given concisely and effectively in advance should be furnished. . .. The full board should satisfy itself that its committees are following an appropriate schedule of meetings and have agendas and
procedures to enable them to fulfill their delegated functions. Furthermore, the full board should be kept informed of committee activities. Thisincludes periodic reports at board meetings and circulation of committee

minutes and reports of mestingsto all directors.”).
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20. Committee M eeting Frequency, L ength and Agenda®®

The executive committee could demonstrateits
efficient management of the company, for
example, by setting sound and reasonable
objectivesfor the firm’sbusiness affairs.

(Ch. 1: Statement of Objectives)

To beeffective, the Audit Committees should
have clearly defined Terms of Referenceand its
members must be willing to spend moretime
on the company’ swork vis-a-visother non-
executive directors. (Recommendation 8.3)

Audit Committees should assist the board in
fulfilling its functions relating to corporate
accounting and reporting practices, financia
and accounting controls, and financial
statements and proposal sthat accompany the
public issue of any security —and thus provide
effective supervision of the financial reporting
process. (Recommendation 8.4)

Audit Committees should periodically interact
with the statutory auditors and theinternal
auditorsto ascertain the quality and veracity of
the company’ s accounts aswell asthe
capability of the auditorsthemselves.
(Recommendation 8.5)

For Audit Committeesto dischargetheir
fiduciary responsibilitieswith due diligence, it
must be incumbent upon management to ensure
that members of the committee have full access
tofinancial dataof the company, its subsidiary
and associated companies, including dataon
contingent liabilities, debt exposure, current
liabilities, loans and investments.
(Recommendation 8.6)

Where[an] increasein nominal valueis
claimed to bejustified by anincreaseinthe
valueof the Society’ sproperty or thevolume
of itsservices, then the new value of shares
must correspond to the new value of the
property or increased volume of the services
provided by the Society. It must be estimated
by an independentvaluer or auditor. The Audit
Commission of the Society shall review the
value of the property or servicesand shall
certify whether it was equal to the new nominal
value of the sharesissued. (6.6)

TheManagement Board shall act on behalf of
the Society and in particular hasthe authority,
unless otherwise proscribed, to:
i. representthe Society;
ii.  concludetransactions on behalf of the
Society;

iii. determinetheallocation and use of all
resources/assetsowned or controlled by
the Society.

(18.9)

Theorganization of effective and authentic
bookkeeping and reporting is determined by the
Management Board. (21.4)

The Chairman of the Management Board of the
Society and the chief accountant bear personal
responsibility for the running and reliability of
bookkeeping and reporting. (21.5)

The Audit Commission shall carry out an audit
of the performance and activities of the Society
at least onceayear. (19.4)

An audit may cover any aspect of financial and
businessactivitiesof the Society whichthe
Audit Commission deems appropriate. (19.9)

For alist of mattersfor which the Management
Board isresponsible, see 18.10.

Theduties of the audit committee should
include the following:
(i) To consider the appointment of the
external auditor, the audit fee and any
questions of resignation or dismissal;
(ii) Todiscusswith the external auditor,
before the audit commences, the nature and
scope of the audit, and ensure co-ordination
where more than one audit firm isinvolved;
(iii) Toreview the half-year and annual
financial statementsof the board, focusing
particularly on:
= Any changesin accounting policiesand
practices;
= Significant adjustmentsarising fromthe
audit;
= Thegoing concern assumption;
= Compliance with accounting standards
and other legal requirements;
(iv) Todiscussproblemsand reservations
arising from the interim and final audits, and
any matter the auditor may wish to discuss
(in the absence of management where
necessary);
(v) Toreview theexternal auditor’s
management |etter and management’s
response;
(vi) Where an internal audit function exists,
to ensurethat it is adequately resourced and
has appropriate standing within acompany,
and to review the internal audit program;
(vii) To consider any related party
transactions that may arise within the
company or group;
(viii) To consider the major findings of
internal investigations and management’s
response;
(ix) Toconsider other topics as defined by
the board.
(Best Practice BB. |1; seealso Best Practices
BB.III -V)

For a description of nominating committee
functions, see Best PracticesAA.VII, AA X.

It isrecommended that the mechanism for
assi sting the Board with evaluation and
compensation of executives:
(i) suggest proceduresto propose the
Director General and high-level officers;
(ii) propose evaluation criteriafor the
Director General and the high-level officers;
(iii) analyze and submit for approval any
proposal made by the Director General re:
management structure and salaries.
(Principle at 11)

It is suggested that the mechanism for assisting
the Board with the audit process:
(i) recommend candidates for external
auditors of the corporation;
(ii) recommend terms and conditions upon
which external auditorsare hired;
(iii) supervise the compliance of the audit;
(iv) channel communications between the
Board and the external auditors, aswell as
assuretheindependence and objectivity of
such auditors;
(v) review ... auditing reports, and inform
the Board accordingly;

(viii) help draft general guidelinesfor the
internal control system and itsevaluation;
(ix) coordinate and evaluate the annual
programs of theinternal audit;
(x) coordinate the performance of the
external auditor, internal auditor and
Statutory Auditor;
(xi) verify compliance by the corporation of
all applicable legal provisions.

(Principle at 13)

For additional audit/finance-related Principles
and Recommendations, see pp. 12, 14-18.
Re: duties of the mechanism for assisting the

Board in the finance and planning function, see
Principles and Recommendations at 18-20.

16 Seealso ABA Guidebook at 20, 25 (“Timeat . . . committee meetings should be budgeted carefully. A balance should be sought between management presentations and discussion among directors and management.
Written reports that can be given concisely and effectively in advance should be furnished. . .. Thefull board should satisfy itself that its committees are following an appropriate schedule of meetings and have agendas and
procedures to enable them to fulfill their delegated functions. Furthermore, the full board should be kept informed of committee activities. Thisincludes periodic reports at board meetings and circulation of committee

minutes and reports of mestingsto all directors.”).
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20. Committee M eeting Freguency, Length and Agenda

Not covered directly, but see V.25.1.A (The
[internal] auditors haveto observestrictly the
principlesof professional ethicsof licensed
accounting experts, and to take guarantees from
the shareholders as regards the independent
development of their activity, according to the
provisionsof the Law.).

Seealso V.25.2 (The[internal] auditors will
havethe right to check at any timetheway in
which the financial control was done, in which
case they will have unconditional accessto the
company’sledgers aswell asto the ledgers of
the Board of Directorsand of the Managing
Committee.).

The[Audit] committee meetings should be
attended by the head of internal audit, the
external audit partner and thefinancial director.
(The Code, 10.3)

A chair’ s or executive committee can meet
more often than the whole board and the
benefit isthat senior management and senior
directors can discuss and agree on matters
rather than management taking major decisions
ontheir own. Theboard can del egate some of
itsfunctionsto achair’'scommittee. Thus
decisions can be taken when necessary without
waiting for aboard meeting. (Ch. 11: 3.2)

A committee’ sresolution on amatter mandated
by the Board shall hold the same effect asthe
Board’ sresolution, and the committee shall
report such resolutionsto the Board. (11.6.2)

If acommittee centered on outside directorsis
established within the Board, then that
committee may make decisions[regarding
executive remuneration]. (11.9.1)

Audit committees and auditorsshall perform at

least the following functions:

= Audit the appropriateness of the
manager’ sexecution of operations;

= Review the soundness and reasonableness
of financial activities and the accuracy of
the corporation’ sfinancial reports;

=  Review the adequacy of major accounting
standards. . . ;

= Evauateinterna control systems;

= Approveappointment/dismissal of persons
heading internal auditing divisions;

=  Evauatetheauditing activitiesof external
auditors;

= Recommend ... externa auditors;

= Check measures on those matters
corrected asaresult of auditing.

(11.1.3)

The audit committee shall hold meetings at
|east once each quarter and, if the need arises,
may allow the attendance of management,
financia officers, the chairperson of aninternal
audit division or external auditors. (111.1.5)

Theaudit committee shall draft minutes of
proceedings each time a meeting is convened.
(11.1.6)

[T]he executive committee shall be appointed
by aresolution of the directors’ meeting. The
scope of the executive committee’ s power must
also beclearly specified. (Ch. 2: 3.2)

The audit committee should be theinformed,
vigilant and effective overseersof the
company’ sfinancial reporting processand
interna controls. In general, the audit
committee should be responsible for reviewing
awiderange of financial mattersincluding the
annual and half-year profit figures, financial
statements and accompanying reports. It
should a so monitor the controlswhich arein
forceto ensure theintegrity of thefinancial
information reported to the company’s
shareholders.

Theaudit committee should have explicit
authority to investigate any matters within its
duties, the resourceswhich it needsto do so,
and full accessto information. The audit
committee should also be ableto obtain outside
professional advice, if necessary, at the
company’sexpense. (Ch. 8: 3.2)

The remuneration committeeis responsible for
determining the remuneration and other
benefitsfor ordinary directors, members of the
executive committee and top executives of the
company. (Ch.8:3.3)
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21. Formal Evaluation of

the Chief Executive Officer

Thefull Board (independent Directors) should
make this evaluation [of the CEQ] annually,
and it should be communicated to . . . the Chief
Executive Officer by the Chairman of the
Committee on Director Affairs. Theevaluation
should be based on objectivecriteriaincluding
performance of the business, accomplishment
of long-term strategic objectives, development
of management, etc. The evaluation will be
used by the Executive Compensation
Committeein the course of its deliberations
when considering the compensation of the. . .
Chief Executive Officer. (Guideline 26)

The board should regularly assessits perform-
ance and effectivenessasawhole, and that of
the individual directors, including the chief
executive officer. (Principle 11)

The performance of the chief executive officer,
whose principal functionisto lead the corpora-
tion on aday-to-day basis, should be appraised
annually. In practice, the Chairman may take a
lead rolein thisprocess. (Commentary on
Principle 11)

See Principle 4 (The board should monitor and
eval uate theimplementation of strategies,
policies, management performance criteriaand
businessplans.)

Seealso Commentary on Principle 4 (The
board should defineits own levels of material-
ity, reserving specific powersto itself and
delegating other matters with the necessary
authority to management. The implementation
of these strategies, policies, mutually agreed
management performance criteriaand business
plans must be monitored and evaluated to
ensure that they remain relevant and dynamic.

The board must ensure that internal control
procedures provide reliable and valid informa-
tion for this monitoring and eval uation process.

Thestrategies, policies, mutually agreed
management performance criteriaand business
plans of the corporation must be clearly defined
and measurable in amanner which is precise
and tangible, both to the board and manage-
ment. Each aspect requires acomprehensive
assessment against accurate and relevant
information.).

Theboard of directors should annually makea
formal performance evaluation of the chief
executive officer. (p. 6)

Not covered.
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21. Formal Evaluation of the Chief Executive Officer

Not covered.

Not covered directly,but see 18.1 ([The
Management Board, including the CEQ] is
subject to the General Meeting of Shareholders
and to control by the Board of Directors and the
Audit Commission.).

The board will assessthe Chief Executive
Officer’ sperformance against the objectives
established by the board in cooperation with the
Chief Executive Officer, and will assess hisor
her contribution on corporate strategy.
(Explanatory Note 4.17 to Best Principle AA.I
at 80)

Itisrecommended that . . . the Board of
Directors performits evaluation, compensation,
audit, finance and planning functions (as
further defined in the Code) through one or
more intermediate bodies. (Principle at 7)

It isrecommended that an intermediate body:
i. suggest proceduresto proposethe
Director General and high-level
officers;

ii. proposeevaluation criteriafor the
Director General andthe high-level
officers;

iii. analyzeand submit for approval any
proposal made by the Director General
re: management structure and salaries.

(Principle at 11)

Itissuggested that the Board be supported by
[anintermediate group’ s] review of theterms
and conditions on which theDirector General
and other high-level officersare hired, aswell
asthe possible paymentsthat will be madeif
they are separated from the corporation. Such
termsand conditions should bewithin the
general guidelines approved by the Board.
(Principle at 12)

[A] mechanism to assist the Board in the per-
formance of its eval uation and compensation of
the Director General and other high-level
officers [is recommended]. (Recommendation
at 11)

The Board should be assisted inits analysis of
policiesfor determining the salaries of the
Director General and the high-level officersof
the corporation. It isimportant that such
policiestake into consideration matters such as:
previously established targets, individual
performance, and corporate performance.
(Recommendation at 12)
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

21. Formal Evaluation of the Chief Executive Officer

Not covered directly, but see [11.12 (A work
agreement is concluded between the company,
the chairman of the Board of Directors and the
executive managers . . . establish[ing] the rights
and obligations of the sides, according to
labour legislation and the job description.).

Seealso 111.15.1.A (The Board of directors
[determines] the competencies and respon-
sibilities of the executive managers.).

Seealso 111.16.A-B (CEO job description).

Not covered.

Not covered directly, but seell.9 (To promote
active performance of duties by management,
... their activities shall undergo fair
evaluation.).

Seealso Commentary on 11.2.2 (The most
important role of outside directorsisto enable
the Board to perform its management
supervisory functions effectively. Such
directors. . . mak[€] effective management
supervision and objective management
counseling possible.).

Not covered directly, but see The Code, 4.3.2
([Directorswill €]sure that the managing
director of their listed company holdsthis
position in only one company, so that he/she
will have sufficient timeto run the business as
the company’ s objectivesrequirefor
maximizing sharehol der wealth.).
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

22. Succession Planning / M anagement Development

There should be an annual report by the Chief
Executive Officer to the Board on succession
planning.

There should also be available, on acontinuing
basis, the Chairman’ s and the Chief Executive
Officer’ srecommendation asto a successor
should he/she be unexpectedly disabled.
(Guideline 27)

There should be an annual report to the Board
by the Chief Executive Officer onthe
Company’ s program for management
development.

Thisreport should be given to the Board at the

sametime asthe succession planning report
noted previously. (Guideline 28)

Theboard should appoint the chief executive
officer and at |east participatein the appoint-
ment of senior management, ensurethe
motivation and protection of intellectual capital
intrinsic to the corporation, ensure that thereis
adequate training in the corporation for
management and employees, and a succession
plan for senior management. (Principle 12)

With the modern emphasis on human resource
utilization, succession planning of senior man-
agement is an important board responsibility.
(Commentary on Principle 12)

Theboard of directorsshould alwayshavean
up-to-date succession plan for the chief
executive officer and other key personnel.

(p.6)

Not covered.
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

22. Succession Planning/ M anagement Development

Not covered.

Every member of the Management Board must
be nominated by either aMajor shareholder,
two or more Minor shareholders, or any
member of the Board of Directors, and shall be
elected by aGeneral Meeting of Shareholders.
(17.23)

The Board of Directors shall appoint, by a
majority of itsmembers, to avacant position on
the Management Board until the appointment
can be confirmed by the next General Meeting
of Shareholders. (17.24)

The Chairman of the Board of Directorsis
responsible for drawing up nominationsfor
membership of the Management Board from
any member of the Board of Directors, from
two or more shareholders, or from current
members of the Management Board. Thefull
list of nominations must be provided inwriting
to al members of the Board of Directors not
lessthan 10 days before the meeting of the
Board of Directorsat which it will voteonthe
appointment to the Management Board.
(17.27)

Where any member of the Management Board
isabsent for any reason which istemporary, the
rest of the members of the Management Board
shall nominate atemporary member of the

M anagement Board who may be one of them or
an additional member to fulfill the functions of
the absent member, but thisshall requirethe
additional approval of the Board of Directors.
Where the member of the Manage-met Board is
dismissed, then the Board of Directors may
nominate a person to fulfill hisfunctions, and
this nomination shall be effective until a
decisionismade by the AGM in the established
manner. (18.1)

The board should explicitly assume[responsi-
bility for] succession planning, including
appointing, training, fixing the compensation of
and, where appropriate, replacing senior
management. (Best Practice AA.l)

[T]he board functionsthrough delegation to
management. The board must ensure manage-
ment of the highest calibrein appointing,
training, assessing and providing for
succession. Thekey to the effective discharge
of thisjobisto providefor the best Chief
Executive Officer for thejob, asthe Chief
Executive Officer isthe company’ s business
leader. . .. Theboard must also be satisfied
that there are programmesin placeto train and
devel op management and must also provide for
the orderly succession of management.
(Explanatory Note 4.17 to Best Practice AA.l at
80)

Not covered.
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Corporate Governance Code King Report Code of Best Practice The SET Code of Best Practice
(Romania) (South Africa) (South Korea) (Thailand)
22. Succession Planning/ M anagement Development
Not covered. [Theboard should] select the chief executive, | Not covered. Not covered.

ensure succession and give guidanceonthe
appointment of senior executives. (Ch. 4: 1.6)

[Theboard should] providefor succession of
senior management. (Ch. 4: 1.9)
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

A. Board Job Description

Not covered directly, but see Topic Heading 1,

above.

Theboard should appoint the chief executive
officer and at |east participatein the appoint-
ment of senior management. (Principle 12)

The board should ensure that technol ogy and
systems used in the corporation are adequate to
properly run the businessand for it to remain a
meaningful competitor. (Principle 13)

The board must identify key risk areas and key
performanceindicators of the business enter-
prise and monitor these factors. (Principle 14)

Theboard must ensure annually that the
corporation will continue as agoing concern
for itsnext fiscal year. (Principle 15)

The concept of aunitary board . . . isthe
favoured board structure. . . .

Theboard should strive to focus on “perform-
ance” in directing the commercia and econom-
icfortunes of the corporation, and not only
concentrate on issues of “conformance.” . ..
Each director should bediligent in discharging
hisor her dutiesto the corporation, endeavour
to regularly attend meetings and must acquire a
broad knowledge of the business of the corp-
oration so that they can provide meaningful
directiontoit. Equally, every director should
be aware and conversant with the statutory and
regulatory requirements affecting the direction
of the corporation. (Commentary on Principle
1)

The board should monitor management and
staff morale generally. (Commentary on
Principle 12)

Article 142 of the Company Law determines
the authority of the board of directors. Special
emphasisshould begivento strategy
formulation, el ection and dismissal of officers,
supervision and control of management, and
selection and dismissal of independent auditors.

(p- 1)

Theactivitiesof theboard of directorsshould
be specified inwriting, clarifying its authority
and responsihilities, in order to avoid conflicts
with the chief executive officer. (p.1)

Theboard of directors, having accessto any
company information, should avoid getting
involved in the operating matters of the
company. (p.1)

It isthe function of the board to evaluate
officers and management. (p. 2)

Theboard of directors supervisesand controls
the officers of the company. Itisatypical
situation of conflict of interest if you supervise
and control yourself. Conseguently, one should
avoid situationswhen the same personisboth
officer and board member. (p. 4)

Theboard of directors should annually makea
formal performance evaluation of the chief
executive officer. (p. 6)

Theboard of directorsshould alwayshavean
up-to-date succession plan for the chief
executive officer. (p. 6)

See Topic Heading 1, above.
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

A. Board Job Description

For non-executivedirectorsto play amaterial

rolein corporate decision-making and

maximizing long-term shareholder value, they

needto:

= becomeactive participantsin boards, not
passive advisors;

= haveclearly defined responsibilities
withintheboard, such asthe audit
Committee; and

= know how to read abalance sheet, profit
and loss account, cash flow statements and
financial ratios, and have some knowledge
of various company laws. This, of course,
excludesthosewho areinvited tojoin
boards as expertsin other fields such as
science and technol ogy.

(Recommendation 4)

See Recommendation 1 (Thereisno need to
adopt the German system of two-tier boardsto
ensuredesirable corporate governance. A
unitary board, if it performswell, can maximize
long-term shareholder value just aswell asa
two- or multi-tiered board.).

Seealso Topic Heading 1, above.

Board of Directors

The Board of Directorsisresponsible for
monitoring the employment policy of the
Society and the internal control mechanisms
established by the Management Board, in
particular, the financial control mechanisms
operated by the Management Board. (17.37)

The Board of Directors may, through its
Chairman, offer such adviceasit thinks
appropriateto the Management Board, and to
the General Meeting of Shareholdersand to the
Audit Commission. (17.40)

For alist of matters/situationsrequiring the
approval of the Board of Directors, see17.38.

For alist of issues on which the Board of
Directors must offer advice at a General
Meeting of Shareholders, see17.41.

Management Board
See Topic Heading 1, above.

Theboard should explicitly assumethe

following six specific responsibilities. . . :

=  Reviewing and adopting astrategic plan
for the company;

= Overseeing the conduct of the company’s
businessto evaluate whether the business
isbeing properly managed;

= Identifying principal risksand ensuring
theimplementation of appropriate systems
to manage theserisks;

= Succession planning, including
appointing, training, fixing the
compensation of and, where appropriate,
replacing senior management;

=  Developing and implementing an investor
relations programme or sharehol der
communications policy for the company;
and

=  Reviewing the adequacy and theintegrity
of thecompany’ sinternal control systems
and management information systems,
including systemsfor compliance with
applicable laws, regulations, rules,
directivesand guidelines.

(Best Practice AA.I)

The board should meet regularly, with due
notice of issuesto be discussed, and should
record its conclusionsin discharging its duties
and responsibilities. (Best Practice AA.XIV)

The board, together with the Chief Executive
Officer, should devel op position descriptions
for the board and for the Chief Executive
Officer, involving definition of the limitsto
management’ s responsibilities. In addition, the
board should approve, or devel op with the
Chief Executive Officer, the corporate objec-
tives, which the Chief Executive Officer isre-
sponsible for meeting. (Best Practice AA.XVI)

[Tt isconsidered important that the corporation
have ageneral framework of rulesgoverning
board performance. It isrecommended that
Directors observethe following six Principles:

= discloseto the Chairman and Secretary of
the Board of Directorsany situation that
may result in aconflict of interest, and
participate in any corresponding
deliberations;

= usethecorporation’ sassetsor services
only in compliance with its corporate
purpose, and clearly define policiesthat,
by exception, allow use of such assetsfor
personal matters;

= devotethetimeand attention necessary for
the performance of duties, attending at
least 70% of Board meetings;

= maintain absolute confidentiality with
regard to al information which may affect
the operations of the corporation, aswell
aswith regard to any deliberations that
take placein Board meetings;

= Kkeep his/her respective alternate Director
informed of matters discussed in Board
meetings, to the extent necessary; and

= support the Board of Directorswith
opinions, recommendations andsugges-
tionsbased on analysis of the operations
of the corporation, so that any decisions
adopted by the Board will be based on
professional and qualified personnel with
broad and independent views on the
operationsof the corporation.

(Principlesat 10-11)
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

A. Board Job Description

The representation function refers to the right
and obligation of amember of the Board of
Directorsto represent the company inits
relationsto third parties. . .. Thenon-
executive members, even if they can make
decisionsin the Board of Directors, cannot
represent the company initsrelationswith third
parties. (111.4.B)

In order to fulfill itsmission of overseeing
management and exercising its decision-
making authority, the Board of Directorsis
occupied with:

i. coordinating company activity based on
development policy approved by the
general assembly of shareholders;

ii. establishing theflow chart of the
company, the assignments of the
departmentsor divisionsof the
company, and therelations between
them;
establishing the assignments of the
subsidiaries. . . and of other secondary
units;
establishing the salary policy;

v. settingup the competenciesand
responsibilities of the executive
managers, of the branch managers or of
other secondary units. . . ;

setting up the control system of the
company, besides the one established by
the auditor’ scommission;

elaborating and submitting to the
approval of the general meeting of
shareholders the annual activity report
of thecompany.

(111.15.1.A)

vi.

Vil.

For alist of additional board responsibilities,
see 111.15.1B, 15.2, 15.3, 16, 17 & 18.

Themain functions of aboard are:

= todirect thecompany both asto strategy
and structure;

= toestablish fromtimeto timeastrategy
for the company, including a
determination of the businessesthat the
company should bein and thosethat it
should not bein;

= toensurethat the executive management
implementsthe company’ sstrategy as
established from timeto time;

= toensurethat the company has adequate
systemsof internal controls both
operational and financial;

= tomonitor the activities of the executive
management;

= toselect the chief executive, ensure
succession and give guidance onthe
appointment of senior executives;

=  toprovideinformation ontheactivities of
the company to those entitled toit;

= toensurethat the company operates
ethically;

= toprovidefor succession of senior
management;

=  toaddressthe adequacy of retirement and
health care benefits and funding.

(Ch.4: 1)

See The Code, 2.1 (The unitary board structure
isappropriate in South Africarather than a
management and supervisory board structure.
Theunitary board structure providesgreater
interaction among all board memberswhen
dealing with matters such as strategy, planning,
performance, resources, standards of conduct
and communication with stakeholders.).

Seealso Topic Heading 1, above.

TheBoard, holding comprehensive power over

corporate management, shall performthe

following functions of decision-making and

management supervision:

= Setting businessgoalsand strategies,

= Approving businessplansand budgets;

= Supervising management and evaluating
management performance;

=  Replacing the management and also
reviewing theremuneration;

= Monitoring major capital expendituresand
corporate takeover;

=  Mediating the conflicting interests among
directors, management and sharehol ders;

= Ensuring integrity of the accounting and
financial reporting systems;

= Supervising risk management and
financial control;

= Supervising the compliance of statutesand
ethics-related regulations;

= Monitoring the effectiveness of
governance practices;

= Overseeing the process of information
disclosure.

(1.1.2)

The most important role of outside directorsis
to enable the Board to perform its management
supervisory functions effectively. Such
directors. . . mak[€] effective management
supervision and objective management
counseling possible. (Commentary on 11.2.2)

Directors. . . shall not divulge or use, for their
ownor third parties' benefit, any corporate
secret obtained. (11.7.3)

Outsidedirectors havethe samerightsand
responsibilities as standing directors. However,
considering thelimitationson the actual
performance of dutiesdueto time constraints
and the limitations of acquiring information as
anon-standing director, outsidedirectorsshall
be given responsibilities proportionate to the
range of operationsthey can realistically
perform. (Recommendation 6)

Directors should:
Conduct themselves honestly and with
integrity. (The Code, 3.1)
Clearly understand the mission, objectives,
capability and efficiency of thelisted
company and be prepared to devotetheir
time and re-sourcesto attending and

performing their du-tiesat every board
meeting. (The Code, 4.1.4)

Ensure the company secretary completesthe
minutes for each board of directorsand
sharehol der meeting within the period
specified in therelevant laws. Carefully
review such minutes. (The Code, 4.1.6)

Continuously follow and monitor the
business performance and operations of the
company . ... (TheCode, 4.2.1)

Appoint acompany secretary to take care of
al thedirectors' activitiesand to conduct the
company’ s businessin full compliancewith
al...lawsand...regulations. (The Code,
4.2.2)

Inadditionto theduty of care, and the duty of
loyalty required from all directors (including
independent directors), independent directors
are expected to, in general, guard against any
acts by the board of directorswhich may
prejudice the interests of the company’s
minority shareholders. (Ch. 2: 10.1)

[T]heboard of directors may pay interim
dividendsto shareholdersif it believesthe
company’s profitsjustify such payment.
(Ch.3:5.2)

[Dlirectorsand executives of alisted company
whichisan acquirer should familiarize
themselves with the SEC’ s Notification and the
SET’ s Regulations Governing Takeoversand
be assured that the contemplated transaction is
conducted in strict compliance therewith.
(Ch.7:5.3)
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

B. Outside Advice'’

Not covered.

[IInformation . . . should be obtained from the
corporation’ sown internal reporting systems as
well asexternal sources so that aninformed
assessment can be made of all issuesfacing the
board and the corporation. (Commentary on
Principle 4)

The board should make sure that access
between itself and the corporation’ sinternal
and external auditorsisopen and constructive.
It should be satisfied that the scope of the audit
isadequate, and that management and the
internal auditors have cooperated fully.
(Commentary on Principle 10)

Theboard of directors, or itsaudit committee
(if one exists), negotiateswith theindependent
auditorsin order to establish the scope of the
audit, time schedule and price. (p. 2)

Theboard should havethe possibility of getting
independent advice from external professionals
(lawyers, auditors, tax specialists, etc.), to be
paid by the company, in order to obtain a
second opinion. Theboard should preparea
written instruction for independent advice.

(p.3)

Arrangements shall be madein appropriate
circumstances to enable the independent non-
executivedirectorsof theboard, at their
request, to seek separate professional advice at
the expense of theissuer. (The Code, 9)

7 Seealso ABA Guidebook at 7 (“A director should be able to communicate directly with the corporation’s principal external and internal advisers, includi n%ci);sr auditors, legd counsel, and, when such relationships exigt, its

investment banking and executive compensation advisers. Further, there may be occasions when an outside adviser should be specially retained to assist the
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

B. Outsid

eAdvice'®

Not covered.

[If] capital contributions are made by
contribution of property or of services, thenthe
value of the property or services must be
valued by an independent valuer, auditor or
Audit Commission of the Society. (5.6)

The Society must have acontractual relation

with the following bodies:

= abank withwhichit shall open/maintain
its main account;

= abank or other person/entity whichis
responsiblefor paying dividends;

= anindependent external auditor which
shall conduct auditing of the Society;

=  aRegistrar of shareswhichisresponsible
for maintaining the register of
shareholders.

(15.1)

The Registrar, Audit Commission and
independent auditor shall be given 20 days
notice of the AGM and shall be entitled to
attend. (16.9)

The Management Board, in carrying out its
duties, may involve the services of independent
professional auditors to confirm the correctness
of financial statements. (18.14)

The Audit Commission may use the services of
independent auditors, valuation or other experts
in carrying out itsduties, but the Audit
Commission remains responsible to ensure the
accuracy of thereport in any case. (19.10)

The Society must appoint an independent
external auditor. (22.1)

There should be an agreed procedure for
directors, whether asafull board or in their
individual capacity, in furtherance of their
dutiesto take independent professional advice
at the company’ sexpense, if necessary.

(Best Practice AA.XX)

Boards should appoint remuneration
committees, consisting wholly or mainly of
non-executive directors, to recommend to the
board the remuneration of the executive
directorsin al itsforms, drawing from outside
advice asnecessary. (Best Practice AA.XXIV)

Theduties of the audit committee should
include. . . consider[ation of] the appointment
of the external auditor, the audit fee and any
questions of resignation or dismissal.

(Best Practice BB.I1)

The Financedirector, the Head of Internal
Audit (if any), and arepresentative of the
external auditors shall normally attend [audit
committee] meetings. (Best Practice BB.III)

The external auditors should independently
report to shareholdersin accordance with
statutory and professional requirements, and
independently assuretheboard onthe
discharge of itsresponsibilities. . . in
accordance with professional guidance.
(Principles and Best Practices for Other
Corporate Participants V)

For the external audit of financial statements
and any other external review, it is suggested
that no recommendation be given to the Board
to hire consultant firmswhose feesfor services
rendered to the corporation represent more than
20% of total income of such consultants.
(Principle at 14)

It is recommended that the Board arrange to
rotate the partner in charge of preparing the
audit report, in order to assure the objectivity of
thereports. It issuggested that thisrotation
occur at least every six years. (Principleat 14)

It is recommended that the person who signs
the audit report of the corporation’ sannual
financial statements not bethe corporation’s
Statutory Auditor. Nevertheless, both persons
may be partners of the samefirm. (Principle
at 15)

[T]hetechnical capacity of theauditors, aswell
astheir independence, should be considered.
Careful analysisof circumstancesthat might
affect the auditors’ objectivity isrequired,
including amount of income the auditors might
derive from the corporation.
(Recommendation at 14)

If the auditors render other servicesto the
corporation besides the audit, it isimportant to
control the nature and scope of such servicesin
order to assurethat the objectivity of the
auditorsisnot affected.

(Recommendation at 14)

18 Seealso ABA Guidebook at 7 (“A director should be able to communicate directly with the corporation’s principal external and internal advisers, includi n%ci);sr auditors, legd counsel, and, when such relationships exigt, its

investment banking and executive compensation advisers. Further, there may be occasions when an outside adviser should be specially retained to assist the
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

B. Outside Advice

Thegoalsof corporate governance [include]
financial disciplineby . .. external audit of the
company. (1.2.C.b)

Any stock commercial company inthelarge
enterprise category, especially those under state
control, will be able to appoint an independent
auditor. (V.26.1)

The independent auditor will provide as-
sistance to the company in keeping the ac-
counting records, will certify the [internal]
auditors’ report, and will be ableto make an
annual report separate from [that of the
internal] auditors which should show amost
accuratefinancial performance of the company.
The [outside] auditor will also analyze the
practices and procedures of internal control and
the[internal] auditorsand, if he thinksthey are
not adequate, based on written conclusions, he
will make recommendations to the shareholders
and to the Board of Directorsfor their remedy.
(V.26.2)

Other commercial companies, inview of
certifying thelegal validity of the accounting
balance sheet and of the profit and loss account,
or of the[internal] auditors’ activity, can also
use the provisions of paragraphs 26.1 and 26.2.
(V.26.3)

All directorsshould have accessto the advice
and servicesof thecompany secretary and be
entitled to seek independent professional advice
about the affairs of thecompany . . . a the
company’sexpense. (The Code, 8.1)

Before seeking such professional advice,
however, thedirector concerned should discuss
and clear the matter with the chair or company
secretary. If to approach either of themis
inappropriate in the circumstances of the
matter, the director must act [in] the best
interestsof thecompany. . .. (The Code, 8.2)

The[Audit] committee meetings should be
attended by the head of internal audit, the
external audit partner and the financial director.
(The Code, 10.3)

If adirector isin doubt about any aspect of
their dutiesthey should obtain independent
professional advice. (Ch. 5: 2.15)

External auditors shall perform fair audits
independently from the corporation concerned,
its management and controlling sharehol ders,
so that sharehol ders and other users may
maintain confidencein the corporation’s
accounting information. (111.2)

External auditors shall maintain independence
inreality and in appearance from the corpora-
tion subject to audit, its management, and
controlling shareholders. (111.2.1)

External auditors shall attend the general share-
holder meeting and answer any shareholders’
question on audit reports. (111.2.2)

External auditors are liable for damages
incurred from negligent accounting audit to the
corporation concerned and to other information
users. (111.2.3)

External auditors shall make every effort to
check the existence of any wrongdoing or law
violation by the corporation during audits.
(11.2.4)

[O]utside director[s] may receive support from
... outside professional s through due process
when necessary, for which the corporation shall
cover any reasonable expense. (11.4.4)

Members of the audit committee and auditors
shall be allowed full accessto information
necessary for audits and, if the need arises, may
receive the advice of external experts. (111.1.7)

See Recommendation 2 ([Flinancial institutions
and credit rating agencies shall include. . .
governance structure . . . when rating the credit
of corporations.)

See generally|ll.2, Externa Auditors,
Commentary at 26-27.

Directors should:

Request the opinion of an independent expert
on any issues concerning company
expenditures, if necessary. (The Code, 6.2)
Understand the company’ s main businesses and
not intervenein the objectives and work of any
external auditors. (The Code, 7.2)

If any external auditor resignsor is dismissed,
fully explain the reasonswhy to the SET.
(The Code, 7.3)

[B]alance sheets and the profit and loss
statements must be audited by the company’s
auditor and, thereafter, submitted to the
shareholders at the annual general meeting of
shareholdersfor their consideration and
approval. (Ch. 2: 16.1)

A listed company should have an auditor
approved by the SET and the Office of the
SEC. (Ch. 9: 2.1(iv))

See Ch. 2: 10.1 ([Independent directors should]
provide other opinionsto the sharehol ders of
the company if they disagree with the opinions
of the independent financial advisors.).
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

C. Content and Character of Disclosure

Not covered.

Not covered directly, but see Commentary on
Principle 6 (Shareholdersand potential
investors require access to regular, reliable and
comparableinformation in sufficient detail for
sharehol ders and potential investorsto assess
the stewardship of management to enablethem
to make informed investment decisions. . . .
[ITn' many circumstances, the requirements for
communication with shareholderswill be
prescribed by statute and/or regulation.
Regardless of the effectiveness or otherwise of
such regulations, directors neverthelesshave a
responsibility to ensurethat acorporation’s
communicationisinthe spirit outlined.).

Theshareholder hastheright to get timely and
transparent information about the company in
which they haveinvested. (p. 5)

Theefficiency of the capital market dependson
transparent information on listed companies.

(p-5)

All directors, executive and non-executive, are
entitledto have accessto board papersand
materials. Where queriesareraised by non-
executivedirectors, steps must betakento
respond as promptly and fully aspossible.
(The Code, 4)

Full minutes shall be kept by aduly appointed
secretary of the meeting and such minutes shall
be open for inspection at any timein office
hours on reasonabl e notice by any director.
(The Code, 5)

If, in respect of any matter discussed at aboard
meeting, the independent non-executive
directorshold views contrary to those of the
executivedirectors, the minutes should clearly
reflect this. (The Code, 8)

If an independent non-executive director
resigns or isremoved from office, the
Exchange should be notified of thereasons
why. (The Code, 12)

Fair disclosure requires disclosure of
information in such away that it does not place
any personinaprivileged dealing position or
result in share prices which do not reflect the
latest available information. (Guideline B.2.1)
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

C. Content and Character of Disclosure

Under “Additional Shareholder’s Information,”

listed public companies should give dataon:

= Highandlow monthly averages of share
pricesin amajor Stock Exchange where
the company islisted for the reporting
year.

= Greater detail on business segments, up to
10% of turnover, giving sharein sales
revenue, review of operations, analysisof
markets and future prospects.

(Recommendation 9)

For all Companieswith paid-up capital of

Rs. 20 crores or more, the quality and quantity
of disclosure that accompaniesaGDR I ssue
should be the norm for any domestic issue.
(Recommendation 12)

A listed company must give certain key
information onitsdivisionsor business
segmentsasapart of the Directors’ Report in
the Annual Report. Thisshould encompass (i)
the sharein total turnover, (ii) review of
operations during the year in question, (iii)
market conditions, and (iv) future prospects.
For the present, the cut-off may be 10% of total
turnover. (p. 6)

Thedisclosure on debt exposure of the
company should be strengthened. (p. 6)

[The] greater the quality of disclosure, themore
loyal areacompany’ sshareholders. (p.7)

If, at the end of the second year and each
following financial year, the value of the
Society’ s net assetsislessthan the amount of
its charter capital, then in compliance with
legislation of the Kyrgyz Republic the Society
must inform all its creditors of thisfact and at
the Annual General Meeting of Shareholders at
which these financial results are announced.
The Society shall announce areduction of its
charter capital and shall register thisfact in the
prescribed form. (7.1)

A reduction in capital ispossible only after all
creditorsareinformed by letter . ... Such
creditorsshall . . . haverightsto demand early
performance or termination of theobligations
of the Society or compensation for losses and,
if these requirements are not fulfilled, ageneral
meeting of creditors of the Society must be
called in order to decide upon itsliquidation.
(7.3

The Society hastheright to purchaseitsown
shareson the securities markets, provided that
it makes a public announcement of thisfact
immediately after the purchase (and, if it
purchases shares which are traded on the stock
exchange, therules of the exchange allow such
purchases). (7.4)

Theboard should present abalanced and
understandabl e assessment of thecompany’s
position and prospects. (PrincipleD.l)

[Principle D.1] isnot limited to the statutory
obligation to producefinancial statements. The
wording refers mainly to the annual report to
shareholders, but the principle also covers
interim and other price-sensitive public reports
and reportsto regulators. (Explanatory Note
4,13 on PrincipleD.l at 77)

The board should disclose, in aninformative
way, details of the activities of audit
committees, the number of audit meetings held
eachyear, and details of attendance of each
individual director in respect of meetings.
(Best Practice BB.VI)

It issuggested that the annual report presented
by the Board of Directors distinguish between
Independent Directors and Patrimonial
Directors, indicating for the latter the category
towhich they belong. (Principle at 6)

It issuggested that the annual report presented
by the Board of Directors should include abrief
résume of each member of the Board as of the
date of such report. (Principle at 6)

It issuggested that the Board of Directors
includeinitsannual report to the Stockholders
M eeting the relevant aspects of the tasks of
each intermediate organism. It is suggested
that all reports by each organism submitted to
the Board be available to the stockholders
together with all the materialsfor the
Stockholders M eeting, with the exception of
such information of aconfidential nature as
may affect the competitivenessof the
corporation. In addition, it is recommended
that the annual report include the names of the
members of each intermediate organism.
(Principle at 22)

Itissuggested that each corporation have
policies, mechanisms and responsibl e partiesto
inform investors, in order to maintain

communi cation channel swith stockholdersand
potential investors. (Principle at 22)

Lack of participation by all stockholdersinthe
Stockhol ders M eeting, and the limitations of
such meetings as acommunication forum of the
corporation with itsinvestors, justify additional
effortsto create other communication
instruments which may allow investors and the
genera public to obtain required informationin
connection with the corporation.
(Recommendation at 22)
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

C. Content and Character of Disclosure

Thegoalsof corporate governance[include
providing] consistent information to the public
about the financial condition of the company
and the goalsit intendsto achieve. (1.2.C.d)

Any timethereisacase which might be
regarded as aconflict of interest . . ., the
person in such a position will notify the other
members of the Board of Directorsand the
shareholders’ representatives. (111.C.7)

Upon the written request of shareholders, the
administrators are bound to make intermediate
financial reports, or to supply additional
information, on topicsof interest to the
shareholders. Theadministratorsare also
bound to discloseinformation to sharehol ders,
without the latter’ s specific request, whenever
oneor several shareholdersrequest anincrease
of share capital by contribution-in-kind with
goods representing “secondhand” equipment or
installation. (1V.19.2.B)

For listsof kinds of reports and other informa-
tion which can be disclosed to shareholders
and/or stakeholders, in addition to those
described above, seelV.19.3-4; |V.20-23.

Itisthe board’ s duty to present abalanced and
understandabl e assessment of thecompany’s
position in reporting to stakeholders. The
quality of theinformation must be based on the
guidelines of openness and substance over
form. Reporting should address material
matters of significant interest and concernto all
stakeholders. (The Code9.1)

Thedirectors should report on the following

mattersin their annual report:

=  Thedirectors responsibility to prepare
financial statementsthat fairly present the
state of affairs of the company asat the
end of thefinancial year and the profit or
lossfor that period.

=  Theauditor isresponsiblefor reporting on
thefinancial statements.

=  Themaintenance of adequate accounting
records and an effective system of internal
controls.

=  Theconsistent useof appropriate
accounting policiessupported by
reasonable and prudent judgments and
estimates.

= Adherence with applicable accounting
standardsor, if there has been any
departure in the interests of fair
presentation, it must not only be disclosed
and explained but quantified.

= Thereisno reason to believe the business
will not be agoing concernintheyear
ahead or, an explanation of any reasons
otherwise.

(The Code, 9.5)

Shareholdersshall be provided with all
necessary information . . . from the corporation
in atimely manner, and the corporation shall
not show partiality to certain shareholdersby
providing undisclosed information. (1.2.2)

The corporation shall disclose material inform-
ation in atimely and accurate manner. (V.2)

Corporationsshall disclose any information,
not limited only to what isrequired by law, that
may materially influence the decision-making
of shareholdersand other stakeholders. (V.2.1)

For alist of informationto bedisclosedinthe
annual report, seeV.2.2.

Corporations shall prepare and disclose semi-
annual reports, apart from annual reports. If
one corporation isin fact under the control of
... another corporation, consolidated financial
statements and combined financial statements,
asdetermined by law, shall additionally be
disclosed. (V.2.4)

Corporations shall make timely and accurate
disclosure when matters of importance have
been decided. . . . If thedecision hasbeen
made through aresolution of the Board, details
on the attending directors and voting results
shall also bedisclosed. (V.2.5)

Corporations shall prepareitemsfor disclosure
that may be easily understood, and shall assist
so that accessto them is possible at minimal
cost. (V.2.6)

See V.2. Disclosure, Commentary at 33-36.

Seealso 1.2.3 (Shareholders shall be protected
from. . .insider trading and self-dealing.).

Directors should:

Ensure management’ s accountability to
shareholders, preservetheir rightsand
interests, [and] clearly and fully disclose
information. (The Code, 2.3)

Clearly report all details, providing
reasonabl e explanations and cal culationsto
support theresults of the company’s
business operations, policies, futuretrends
and opportunitiesaswell asrisksand
dangers. (The Code, 7.1)

Understand the company’ s main businesses
and not intervene in the objectives and work
of any external auditors. (The Code, 7.2)

If any external auditor resignsor is
dismissed, [the board must] fully explain the
reasonswhy to the SET. (The Code, 7.3)

See Ch. 4, General Disclosure Requirements,
including the following:

Listed companiesarereguired to discloseall
necessary information to allow the general
public to make informed investment decisions.
Such disclosuresalso enablethe SET to
indirectly supervisethe business activities of
listed companies. The disclosed information
must be correct, sufficiently detailed and
promptly released to ensure active, fair and
orderly trading onthe SET. All investors must
be provided with equal accessto such
information. (Ch. 4: 2.1)

See also Ch. 5, Connected Transactions; SET
Regulation Governing Rules, Conditions, and
Procedures for the Disclosure of Information
and Other Actions of Listed Companies
(“Disclosure Regulation”) dated 12 March
1993, amended 15 Sept. 1995; SET Notifica-
tion Governing Guidelines for Practicesin the
Disclosure of Information (* Disclosure
Guidelines”) dated 30 April 1993.
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

D. Disclosure Regarding Compensation and Director Assessment

Not covered.

Not covered.

Many foreign codes of best practice
recommend that the number of sharesand the
remuneration of each board member and officer
be made public in the annual report. (p.5)

Thedirectors' feesand any other
reimbursement or emolument payableto an
independent non-executive director shall be
disclosed in full in the annual report and
accounts of theissuer. (The Code, 6)
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

D. Disclosure Regarding Compensation and Director Assessment

Financial disclosures recommended [include]
details of each director’ s remuneration and
commission [which] should form apart of the
Directors Report. (p. 6)

Board of Directors

The Annual Accounts of the Society shall
record thetotal cost of remuneration and
expenses of the Board of Directors. (17.22)

Management Board

Full details of theform and level of thetotal
remuneration of the Management Board
members shall be presented to the AGM of
Shareholders. (17.30)

Companies should establish aformal and
transparent procedure for devel oping policy on
executive remuneration and for fixing the
remuneration packages of individual directors.
(Principle B.1I)

The company’ sannual report should contain
details of the remuneration of each director.
(Principle B.I11)

Weendorsetheview that itistheboard’s
responsibility to appoint new directorsand the
shareholders’ responsibility to re-elect them.
Re-election at regular intervals not only
promotes effectiveboardsbut affords
shareholders the opportunity to review the
directors' performancein turn and where
necessary to replace them. (Explanatory Note
4.50n Principle A.V at 76)

See Explanatory Notes 4.6 - 4.10 on Principles
B.I, B.Il and B.lII at 76-77 (directors
remuneration).

It issuggested that the annual report presented
by the Board of Directors contain disclosure on
the policiesused, and thetermsand conditions
that form, the salary packages of the Directors,
the Director General, and the high-level
officers of the corporation. (Principle at 12)

It isrecommended that the existence of the
mechanism [for executive compensation] be
disclosed, and its operations be transparent, in
order to increase investor confidence in the
management of the corporation.
(Recommendation at 11)

[R]emuneration policies established by the
Board of Directors should be disclosed to the
market. (Recommendation at 12)
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

D. Disclosure Regarding Compensation and Director Assessment

Theannual income of the members of the
Board of Directorswill be made public by
detailed reports, offering separate figures for
each of the payment categories—fees, quotas,
profit shares, bonuses. (111.18.B)

There should be a separate full and clear
disclosure of thetotal of executive and non-
executivedirectors' earnings. Separatefigures
should begiven for salary, fees, benefits, share
options and bonuses. (The Code 6.2)

The sharehol ders are entitled to openness and
disclosureinregard to directors’ earnings so
that they can seethat the directorsare being
fully rewarded. They need consistent reports
so that they can compare the year [to] year
remuneration and abreakdown of the earnings.
(Ch. 8: 8)

Activitiesand eval uation results of outside
directorsshall bedisclosed. (11.9.2)

Activitiesof the Board shall be evaluated
fairly, the results of which shall be disclosed.
(11.9.3)

[The] activities and the eval uation results of the
Board shall, through disclosure, assist in the
decision-making by shareholdersand shall be
reflected in the business manager human
resources market. Such disclosures presented
in the annual report are also advisable.
(Commentary on 11.9.3)

Theremuneration of directors as approved by a
shareholder meeting should be fully disclosed
in the company’ s annual report. (The Code,
4.4)

See Ch. 6, Securities Dealings by Directorsand
Executives.
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

E. Disclosure Regarding Corporate Gover nance

Not covered in the Guidelines, but the
Guidelinesarepublished by the company and
widely available.

Not covered directly, but see Commentary on
Principle 14 (Generating economic profit so as
to enhance sharehol der valuein the long-term,
by competing effectively, isthe primary
objective of acorporation anditsboard. The
framework of good corporategovernance
practicesin a corporation must be designed
with this objective in mind, while fulfilling
broader economic, social and other objectives
in the environment and circumstancesin which
the corporation operates.

These factors— businessrisk and key
performance indicators—should be
benchmarked against industry normsand best
practice, so that the corporation’ s performance
can be effectively evaluated.).

Thesystem for the eval uation of the board of
directors, theindividual board members, the
chief executive officer and the officers should
be explained in the annual report. (p. 5)

Theannual report should inform about which
code of best practice hasbeen used by the
company and explain any deviation by the
company from said code. (p. 5)

Itisimportant that the minutesreflect both the
spirit and the | etter of the proceedings. (p. 6)

Commencing with thedirectors' report and
annual accounts and interim reports for periods
ending on or after 31st December, 1995, al
listed companies must include in their annual
and interim reports a statement of compliance
with the Code of Best Practice.

(Guideline 16.2)

The statement to beincluded in the annual
report should clearly indicate whether the
company has complied with the Code of Best
Practiceduring the accounting period covered
and, if the company has not complied with any
part of the Code of Best Practice, reasons must
be givento explain thefailureto comply.
(Guideline 16.3)

The statement to beincluded in theinterim
report must state whether any of thedirectorsis
aware of information that would reasonably
indicate that the company isnot, or was not for
any part of the accounting period covered by
theinterim report, in compliance with the Code
of Best Practice. (Guideline 16.4)
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

E. Disclosure Regarding Corporate Gover nance

Non-financial disclosuresrecommended:

= Comprehensivereport on therelatives of
directors. . ..

= [A] register which disclosesinterests of
directors. . ..

= [T]heexistenceof thedirectors
shareholding register . . . should be
explicitly stated in the notice of the
[Annual General Meeting] of al listed
companies.

= Detailsof loansto directors. . . .

= Appointment of sole selling agentsfor
Indiawill require prior approval . . . of
shareholders. The board may approvethe
appointment of sole selling agentsin
foreign markets, but the information must
be divulged to shareholders. . . .

= [T]hereshould bea Secretarial
Compliance Certificate forming a part of
the Annual Returns. . . which would
certify . . . that the secretarial requirements
under the Companies Act have been
adheredto.

(pp. 5-6)

To nurture and strengthen [investors'] loyalty,
our companiesneed to giveaclear-cut signal
that the words “your company” have real
meaning. That requires well functioning
boards, greater disclosure, better management
practices, and amore open, interactive and
dynamic corporate governance environment.

(p. 12)
Seealso Topic Heading C, above.

Not covered directly, but see20.2 (The officias
[Board of Directors, Management Board, and
Audit Commission] are obliged to work in the
interests of the shareholders. An official
should not use, in personal interests,
opportunities opening in the sphere of the
purposes of activity of the Society, without
observance of conditionscontainedinthis
article.). (For thelist of conditions, see 20.3 —
20.8.)

Theboard should disclose on an annual basis
whether one-third of the board isindependent
and, in circumstanceswherethe company hasa
significant shareholder, whether it satisfiesthe
requirement to fairly reflect, through board
representation, the investment of the minority
shareholdersin acompany. The board should
discloseitsanalysis of the application of the
best practices. . . to the circumstances of the
board. (Best Practice AA.VI)

Theboard, through the nominating committee,
should annually review its required mix of
skillsand experience and other qualities,
including core competencies which non-
executivedirectorsshould bring to the board.
Thisshould be disclosed in the annual report.
(Best Practice AA.IX)

Theboard should disclose the number of board
meetings held per year and the detail s of
attendance of each individual director in
respect of meetings held.

(Best Practice AA.XIV)

Directors should berequired to disclosethe
number of audit committee meetings held each
year, and the detail s of the attendance of each
individual director, to enable shareholdersto
evaluate the commitment of aparticular
director. ...[T]heobligation to disclosethe
activities of the audit committee lieswith the
board as awhole and not the audit committee
separately. (Explanatory Note 4.66 on Best
Practice BB.VI at 95)

See Principlesand Best Practicesfor Other
Corporate Participants, |11 (When evaluating
companies’ governance arrangements,
particularly those relating to board structure
and composition, ingtitutional investors and
their advisers should give dueweight to all
relevant factors drawn to their attention.).

It issuggested that the annual report presented
by the Board of Directors distinguish between
Independent Directors and Patrimonial
Directors, indicating for the latter the category
towhich they belong. (Principle at 6)

It isrecommended that the annual report by the
Board of Directorsdisclose applicable
information regarding the professional profile
of the Statutory Auditor. (Principle at 15)

In order for the market to be in a position to
evaluate the membership of the Board of
Directors, it isnecessary that the corporation
disclose information in connection with the
background and category to which they belong.
(Recommendation at 6)
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

E. Disclosure Regarding Corporate Gover nance

Under the care of the managers, besidesthe

present Code, each commercial company is

bound to haveits own code of ethics. . . based

on the following criteria:

= itismeeting the norms of corporate
behavior of the present Code and the
behavior guidelines of the employees;

= itisunanimously accepted and approved
by the board;

= jtisdetailed so astoinclude behavior
guidelinesfor al the company’s
employees.

(111.15.3)

Theadministratorshaveto present the
shareholders, gatheredin ordinary or
extraordinary meeting, areport which should
include the following:

= areport ontheefficiency of theinternal
regulations of the company;

= anactivity report of the executive
managers,

=  astatement related to the inappropriate-
ness of the Corporate Governance Code or
any of itsprovisions.

(1V.19.2.B)

[Inthe annual report, directors should report
whether] The Code of Corporate Practicesand
Conduct has been adhered to or, if not, in what
respectsthere hasnot been adherence.

(The Code, 9.5.7)

The corporation shall, by disclosing nominated
directorsprior to the general shareholder
meeting, ensurethat sharehol ders[possess]
information on the nominees. (11.3.4)

[S]hould there be any changein theinforma-
tion stated in the | etter [which anomineefor
outside director isrequired to present
confirming hisor her independence] following
inauguration into office, the outside director
shall immediately submit a corrected letter,
which the corporation shall disclose. (11.4.1)

Intheannual report, apublic corporation shall
explain any differences between its corporate

governance and this Code, and the reasons for
such; any plansfor future changes should aso
be explained. (V.2.3)

Corporations holding asignificant portion of
sharesto enable foreignersto participatein
corporate governance are advised to make
disclosuresin both English and Korean for
audit reports and material timely disclosure.
(vV.2.7)

The corporation shall designate aperson to
oversee disclosure matters. (V.2.8)

Corporationsshall disclosedetailed
information on the share ownership status of
controlling shareholders and on persons of
special relation to them. (V.2.9)

See 11.1.4 (Matters concerning the authority,
responsibility and operation of the audit
committee or auditors shall be stated in the
corporation’ shy-laws.).

Directors should:

Implement a Code of Corporate Conduct and
Code of Ethicsto be guidelinesfor the
company. (The Code, 4.2.4)

Ensure that an announcement of the precise
time of [each independent director’ ]
appointment is disclosed in thelisted
company’ s annual report. Their
reappointment will not be automatic. (The
Code, 5.2)

Present afull statement on the
responsibilities of the company’ sdirectorsin
the annual report together with the audited
financial statements. (The Code, 7.4)

Themain aim [of the SET Code and
Guidelines] isto make the management of all
the companieslisted onthe SET more
transparent, efficient and effective, and so
increase the confidence of all investorsinthe
securities of every listed company. (Message
from the President of the SET, p. v)

See Ch. 6, Securities Dealings by Directorsand
Executives, and Ch. 8, Company Inspections
and Interna Controls.
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

F. Accuracy of Di

sclosure/ Liability

Not covered.

The board should regularly review processes
and procedures to ensure the effecti veness of
itsinternal systemsof control, sothat its
decision-making capability and the accuracy of
itsreporting and financial results are
maintained at ahigh level at all times.
(Principle 10)

The board should ensure that all communica-
tionswith sharehol ders, empl oyees and other
relevant stakeholders aretimely and accurate.
Communication should be understandable and
based on the guidelines of openness, with
substance prevailing over form. Theinforma-
tion provided should bereliable, frank and
robust in times of crisis. The communication
must enabl e the reader to eval uate the situation
with all the factsin order to take appropriate
action. (Commentary on Principle 6)

Theboard of directorsshould designateonly
oneperson to serve asthe spokesman of the
company in order to avoid therisk of having
contradictions between declarations by the
chairman, the chief executive officer and
others. The executivewho servesasaliaison
with the capital market has powers delegated
from the spokesman. (p. 5)

Theinformation distributed by companies
should bebalanced. They should cover both
good and bad newsin order for the reader to be
ableto evaluate the company correctly. (p.5)

Theboard of directorsand the spokesman of
the company haveto make surethat the
information to the shareholders and the capital
market istruthful. The company may suffer
punishment for false information. (p. 5)

Directors must be clear that they are
individually and collectively responsible for the
company’ s compliance with the Listing Rules.
(GuidelineA.2)

Since every director accepts responsibility for
the accuracy of all information containedin
[listing] document][s], each director should
ensure heis satisfied with the contents of the
document. Every director should read the
document initsentirety, consider each
statement and satisfy himself that it has been
the subject of sufficient verification to afford
reasonable groundsto believethat the stated
information istrue, accurate and not
misleading, and that no material information
has been omitted. (Guideline B.8.3)
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

F. Accuracy of Di

sclosure/ Liability

[Major Indian stock exchanges should]

gradually insist upon acompliance certificate,

signed by the CEO and the CFO, which clearly

statesthat:

=  Themanagement isresponsible for the
preparation, integrity and fair presentation
of thefinancial statements and other
information in the Annual Report, and
which also suggest that the company will
continuein businessin the course of the
following year.

= Theaccounting policiesand principles
conform to standard practice, and where
they do not, full disclosure has been made
of any material departures.

Theboard has overseen the company’ ssystem
of internal accounting and administrative
controlssystemseither directly or through its
Audit Committee. (Recommendation 11)

See Recommendations 8.4, 8.5 & 8.6 (re:
Audit Committees) .

Seealso Topic Heading 20, above.

The Society shall belegally liablefor its
obligationswithin the limits of itsregistration
with the authorities responsible for state
registration and is considered established from
the moment of such stateregistration. (2.4)

All accounting statements must be compiled in
accordance with the authorized standard
accounting principles. (17.36)

The Management Board shall prepare an

annual report, balance sheet and anincome
(profit and | oss) statement for submissionto the
Board of Directorsand to the Audit
Commission andthe AGM. Thedocuments
prepared by the Management Board for
submission to the General Meeting must be
signed by all its members, and also by all
members of the Board of Directorsand the
Audit Commission. (18.12; seealso 17.35)

The Management Board, in carrying out its
duties, may involve the services of independent
professional auditors to confirm the correctness
of financial statements. (18.14)

The Audit Commission may use the services of
independent auditors, valuation or other experts
in carrying out itsduties, but the Audit
Commission remains responsible to ensure the
accuracy of thereport in any case. (19.10)

The Society conducts accounting and
operational reporting and also the statistical
accounts and provides documentation required
by the legidlation of the Kyrgyz Republic to the
appropriate state bodiesin the established
manner. (21.1)

Theboard should maintain asound system of
internal control to safeguard shareholders’
investment and the company’ s assets.
(Principle D.I1)

Theboard should establish formal and
transparent arrangements for maintaining an
appropriate relationship with the company’s
auditors. (Principle D.I11)

The external auditors should independently
report to shareholdersin accordance with
statutory and professional requirementsand
independently assuretheboard onthe
discharge of itsresponsibilities. . . in
accordance with professional guidance.
(Principles & Best Practicesfor Other
Corporate Participants, 1V)

[Principle D.11] coversnot only financial con-
trols but operational and compliance controls,
and risk management, since there are potential
threatsto shareholders’ investment in each of
these areas. (Explanatory Note 4.14 to
Principle D.11 at 78)

Theduties of the audit committeerequired by
the Listing Requirements should include
keeping under review the scope and results of
the audit and its cost effectiveness, and the
independence and objectivity of theauditors.
(Explanatory Note 4.15 to Principle D.111 at 78)

It issuggested that the accounting policiesfor
the preparation of the financial information of
the corporation be submitted for approval to the
Board of Directors. (Principle at 16)

Directorsarelegally responsiblefor the per-
formance of their duties. Lack of knowledge of
their obligations does not release Directors
from their duties. (Recommendation at 9)

It isrecommended that there be a mechanism
that lends support to the Board in verifying
compliance of the audit function, assuring that
internal and external audits are performed with
the highest objectivity possible and that the
financial information is useful, trustworthy and
accurate; that is, that the information presented
to the Board, to sharehol ders and the general
publicistransparent, sufficient, and adequately
reflectsthefinancial position of the
corporation. (Recommendation at 12-13)

[T]he Statutory Auditor of acorporationis
designated by the stockholdersand ischarged,
among other duties, with reviewing the
financial statements aswell asenforcing the
accounting policies. (Recommendation at 14)

See Topic Heading B, above.
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

F. Accuracy of Di

sclosure/ Liability

The Board of Directorsisbound to present . . .
afinancial report as complete aspossible. The
quality of information should be based on
promptness and objectivity. (IV.19.1.A)

When elaborating any report, administrators
haveto observethetransparency, objectivity
and reliability of the disclosed information.
(1V.19.1.C)

[A]dministrators haveto present the share-
holders. . . areport which should include [a]
financial statement made according to the
accounting standards and practicesinforcein
Romania, certified by auditors, [and a] report
regarding the efficiency of internal financial
control. (1V.19.1.A)

The accounting standards based on which the
company isoperating and on which the auditors
aremaking their report . . . haveto be based on
International Accounting Standards.

(V.25.1.B)

See V.24 (minimum standards for
administrator s/executive managersto maintain
financial control of the company).

Seegenerally V.25 (internal auditors’
standards) and Topic Heading B, above.

A director should not beliablefor abreach of

the duty of careand skill if they have exercised

abusinessjudgment in good faith in amatter in

which the undermentioned threecriteriaare

satisfied:

=  that thedecisionisaninformed onebased
on all thefacts of the case;

= thatthedecisionisarational one; and

= that thereisno self-interest.

[The Committee believes] that such an
approach would encourage the competitiveness
of South African companies and the standing
Advisory Committee on Company Law should
consider amending the CompaniesAct to
providethat the duty of careand skill should be
so limited by statute. (Ch. 5: 3.4)

When adirector hasviolated thelaw or the
articlesof incorporation, or hasneglected his
duties, hemay beliablefor damagesto the
corporation or athird party. But managerial
decisions by adirector that are based on due
process and also faithful and rational decision-
making, shall be respected. (11.8)

The corporation, to ensure the effectiveness of
hol ding directors accountable and to attract
competent personsasdirectors, may purchase,
at its own expense, coverage for the directors
with liability insurance. (11.8.3)

Audit committees and auditors shall [review]
the accuracy of the corporation’ sfinancial
reports. (111.1.3)

External auditors are liable for damages
incurred from negligent accounting audit to the
corporation concerned and to other information
users. (111.2.3)

See Commentary 11.3.3 ([T]heterm of office of
director —appointed through due process at a
general shareholder meeting — shall be
respected [unless] the director isfound liable
for any illegal act.).

[Directors should €] xamine all documents
relating to all mattersthat concern the board of
directors. If something is suspected, manage-
ment must be asked to explain asquickly and
clearly aspossible. (The Code, 4.1.5)

[T]he company [will] be held liableto third
partiesfor the actions of itsdirectors and exec-
utive committee, if they act within the scope of
the authority givento them. (Ch. 2: 4.1)

Any action by adirector, or any member of the
executive committee, which isbeyond the
scope of his/her authority doesnot bind the
company, unlessthe company hasratified such
action. (Ch. 2: 4.3)

In disclosing information in any documentsto
befiled with theregistrar, directors must not
present information which isfalse, or does not
accurately reflect the information contained in
the accounts, registers, or other company
documents. (Ch. 2: 7.2(g))

Directors must make sure that the balance
sheets, profit and | oss statements and minutes
of shareholders’ and board of directors’
meetings do not contain any falseinformation.
(Ch. 2: 7.2(h))

Directorsarejointly liable for any damage to
shareholders, or third parties concerned, caused
by abreach of the duty of loyalty. (Ch. 2: 8.3)

Regarding “ good practice” for the preparation
of financial statements, seeCh. 2: 16.

For discussion of the duty of careincumbent
upon directors, seeCh. 2: 5-6, 9, 11-12, 15.

For discussion of the duty of loyalty incumbent
upon directors, including the handling of
conflicts of interest, seeCh. 2: 7-9; 13-15.
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

G. Shareholder Voting Practices (Cumulative & Confidential
Voting, Broker Non-Votes, One Share/One Vote)

Not covered.

Not covered.

Not covered.

Not covered.
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

G. Shareholder Voting Practices (Cumulative & Confidential

Voting, Broker Non-Vot

es, One Share/One Vote)

Not covered.

All ordinary shareshave onevoteeach. (5.1)

The non-property rights of shareholdersinclude
... tovoteby the principle of one share-one
vote, except for the cases where cumulative
voting is provided by this Charter. (9.3)

The shareholders shall decide by majority vote
of those attending an AGM whether to adopt
majority voting for the election of members of
the Board of Directors or cumulative voting.
(17.8)

If the AGM decidesto adopt majority voting,
the following rules shall apply:

i. EachMajor shareholder (i.e., those
individually holding more than 10% of
the voting shares) shall havetheright to
appoint one member of the Board of
Directors. Any shareholder holding
more than 30% of the voting shares of
the Society shall havetheright to
appoint two members, and amajority
shareholder shall havetheright to
appoint three members.

ii. Minor shareholders(i.e., those
individually holding less than 10% of
thevoting shares) shall together voteto
elect membersto the Board of Directors.
If their total percentage holding of the
voting sharesisbetween 30% and 50%,
they shall elect two members; if between
50% and 70%, they shall elect three
members; and if more than 70%, they
shall elect four members. If there are no
Major shareholders holding more than
50% of shares, the Minor shareholders
shall elect five members.

(17.9)
See 4.1.1 (state asmajority owner),

10.1 (issuance of preferential shares) and
16.13 — 16.15 (AGM discussion and voting).

Not covered directly, but see Principles & Best
Practices for Other Corporate Participants, |
(Institutional shareholders have aresponsibility
to make considered use of their votes.).

It is suggested that, through aform containing
detailed information and possiblevoting
alternativesfor theitems on the agenda,
stockholdersbe ableto instruct their
representativeshow to voteon each item at the
stockholder meeting. (Principle at 21)
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Corporate Governance Code King Report Code of Best Practice The SET Code of Best Practice
(Romania) (South Africa) (South Korea) (Thailand)
G. Shareholder Voting Practices (Cumulative & Confidential
Voting, Broker Non-Votes, One Share/OneVote)
Not covered. Not covered. Shareholders shall hold fair voting rights TheAct [i.e., the Public Limited Companies

according to thetype and number of shares
possessed, and all shareholders shall equally be
in possession of corporateinformation. (1.2)

Shareholdersshall hold theright to onevote
per share, and there shall be no infringement on
basic shareholder rights. However, voting
rightsfor certain shareholders may be some-
what restricted, asindicated by law. (1.2.1)

Theopinions of shareholdersother than the
controlling shareholder shall also be reflected
when appointing directors. For thispurpose, it
isrecommended that acumul ative voting
system be adopted. (11.3.2)

Itwould. . . be best to adopt the cumulative
voting system, not just to ensure theindepend-
ence of directorsor toreflect the shareholders’
diverse opinionswhen appointing directors, but
alsoin consideration of the significant
influencethat controlling shareholdersyield on
management. To encourage adoption of this
system, disclosure of whether it hasbeen
adopted by the corporation shall be made
mandatory. (Commentary on 11.3.2)

Act of 1992] prescribesthat directorsshall be
elected at ashareholders' meetingin
accordance with the rules and procedures as
prescribed in the Articles of Association. If the
Articlesof Association do not providetherules
and proceduresfor the appointment of
directors, the Act statesthat cumulativevoting
should be applied. (Ch. 2: 2.7)
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

H. Shareholder

Voting Powers

Not covered

Not covered.

Not covered.

Not covered.
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Confederation Code Charter of a Shareholding Society Report on Corporate Governance Code of Corporate Governance
(India) (Kyrgyz Republic) (Malaysia) (Mexico)
H. Shareholder Voting Powers

Not covered.

Thefollowing isa summary of 9.3

Shareholders’ rightsinclude:

=  attendanceat, andvocal participationin,
General Meetings of Shareholders;

= exerciseof voting rights of sharesheld;

=  entitlement to dividends per sharesheld;

=  todemand convocation of an
Extraordinary General Meeting of
Shareholdersif one holds not less than
20% of shares;

= torequirethat anyissuerelevant tothe
operations of the Soci ety be put onthe
agenda of an Annual General Meeting of
Shareholders;

= toreceive objectiveinformation about the
activities of the Society, including minutes
of General Meetings, and to review
accounting reportsand other documents
at any General Meeting of the Society;

= todemand that anindependent audit of
thefinancial and economic activities of
the Society be carried out, provided that
holders of at least 10% of the voting
sharesgive notice of thisdemandin
writing tothe Society’ s Secretary;

= tocontestin court decision taken by the
Society wherethe shareholdersclaims
that any such decision contravenesthe
founders’ agreement or thelegislation of
the Kyrgyz Republic.

Any shareholder, through the Society’s
Secretary, hastheright to inspect the latest
accounts of the Society, together with alist of
all members of the Board of Directorsand
MBD. (16.16)

Not covered directly, but see Best Practice
AA.1V ([A] “significant shareholder” is defined
asashareholder with the ability to exercisea
majority of votesfor theelection of directors.).

Not covered.

NV 1:\20RRRQNAVACINAI NNCIRTRTA NNNA




Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

H. Shareholder

Voting Powers

In case an executive manager or an employee
of the company acting based on adecision of
an executive manager —is selling or buying the
shares of the company in which heisworking,
heisbound to notify the secretariat of the
Board of Directors regarding this transaction
and to make awritten report immediately after
the conclusion of thetransaction, showing the
date of thetransaction, the price and the
number of sold shares. Thereport should be
presented during the board meeting convened
immediately after the date of the respective
transaction. Thiscommunication assuresthe
protection of the new shareholder’ srights.
(111.16.C)

Not covered directly,but see Ch. 12: 6 (If
institutional investors, who are not controlling
shareholders and represented on the board,
endeavor to play amore proactiverole by
having regular meetings with management and
discussing strategy, performance, etc., two
risky situations evolve. Firstly, management
runsthe danger of being guilty of giving
superior information to one sharehol der and,
secondly, theinstitution could be guilty of
insider trading if it dealsin the company’s
shares. It isamatter that hasto be approached
withtheagility of atrapezeartist. These
factors haveto be kept in mind if institutional
shareholderstry to play amore constructive
roleasowners.).

Shareholders shall receive all necessary
information prior to exercising their rights, and
shall be ableto exercisetheir rightsthrough
proper procedure. (1.1)

Shareholders, asowners of the corporation,

possess basic rights including the following:

= Arightto participatein profit sharing;

=  Aright bothto attend and to vote at
general shareholder meetings;

=  Arright to obtain relevant corporate
information in atimely and regular
manner.

(1.1.2)

Shareholdersshall be ableto exercisetheir
voting rights, either directly or indirectly, inthe
simplest manner possible. (1.1.5)

See 1.3.1, 1.3.2 (sharehol der s shall make efforts
to exercisetheir votein the best interests of the
corporation).

A board of directors holdsthe power to manage
the business of the company. Shareholder
approva is, however, required for certain
crucial decisions. Thesedecisionsare set outin
the Act [i.e., the Public Limited Companies Act
of 1992] and the Articles of Association. These
include, among others, amendments to the
company’ s Memorandum of Association or
Articles of Association, authorizing anincrease
or decreasein capital, appointment or removal
of directors, sale of major assetsor transfer of
business, the purchasing or acquiring of another
listed company’ sor private company’s
business, entering, amending or ceasing a
major | easing agreement, authorizing other
people to manage the company’ s business, the
payment of dividends, theissuance of
debentures, amerger with another company, an
amalgamation with another company and a
company’ sdissolution. (Ch. 2: 2.1)

See Ch. 2: 10:1 ([I]ndependent directors are
expected to, in general, guard against any acts
by the board of directorswhich may prejudice
the interests of the company’s minority
shareholders.).
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

I. Shareholder Meetings

Not covered.

Ultimately the shareholders, as owners of the
capital of the corporation, havethejurisdiction
and discretion to appoint or removedirectors,
but this should always be donethrough a
transparent process at properly constituted
meetings. (Commentary on Principle 2)

Not covered.

Not covered.
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

I. Shareholder Meetings

Not covered.

The General Meeting of Shareholdersisthe
supreme body of governance with theright to
make decisionson all issues of the Society.
(16.1)

The General Meetings of Sharehol ders consists
of shareholdersor their representatives. Any
shareholder, including non-voting preference
shareholders or other sharehol derswithout
voting shares, may attend. (16.4)

The General Meeting of Shareholdershasthe
right to decide on any other matters not within
the exclusivejurisdiction of the General
Meeting, and to overrule (cancel) the decisions
of any other governing body of the Society . . .
by asimplemajority of shareholders present at
the General Mesting. (16.7)

A General Meeting of Shareholdersisvalid if
shareholdersor their representatives holding
over 60% of the votes given by thetotal issued
fully paid-up voting shares haveregistered their
attendance at the meeting. (16.18)

Every member of the Management Board must
be nominated by either aMajor shareholder,
two or more Minor shareholders, or any
member of the Board of Directors, and shall be
elected by a General Meeting of Shareholders.
(17.23; see18.2)

Seealso 6.1, 6.7,7.2,8.2,11.1, 11.2, 12.1,
14.1, 16.12 and Topic Heading H, above.

For lists of issues and transactions that fall
within the exclusivejurisdiction of the General
Meeting of Shareholders, see16.4, 16.6.

Companiesshould usethe AGM to
communicatewith privateinvestorsand
encourage their participation. (Principle C.I1)

Private investors are able to make little
contribution to corporate governance. The
mainway of achieving greater participationis
through improved use of the AGM.
(Explanatory Note 4.12 on Principle C.I1 at 77)

For recommendations for improving the quality
of AGMs, see Explanatory Note 4.78 on Best
Practice CC.| at 98-99.

It is suggested that the agenda of aStockhold-
ersMeeting should avoid grouping different
matters asasingleitem. (Principle at 21)

It issuggested that all information on each item
onthe agenda of the Stockhol ders Meeting
should be available 15 days prior to the date of
the meeting. (Principle at 21)

It issuggested that, through aformat containing
detailed information and possiblevoting
aternativesfor theitems on the agenda,
stockholders be ableto instruct their
representatives how to vote on eachitem at the
stockholder meeting. (Principleat 21)

It issuggested that information provided to
shareholdersinclude the proposal of the
formation of the Board of Directors and a brief
professional profile of the candidates.
(Principle at 21)

It issuggested that the Board of Directors
includeinitsannual report to the Stockholders
M eeting the relevant aspects of the tasks of
each intermediate organism. It issuggested
that all reports of each organism submitted to
the Board be availableto the stockhol ders
together with all the material for the

Stockhol ders M eeting, with the exception of
information of aconfidential naturewhich
could affect the competitiveness of the
corporation. In addition, it is recommended
that the annual report include the names of the
members of each intermediate organism.
(Principle at 22)

It isimportant that [prior to the annual meeting]
shareholders receive al information in connec-
tion with the candidatesto be Directors of the
corporation, specificaly, abrief résumé, in
order to be able to evaluate their backgrounds
and proceed with amore informed vote.
(Recommendation at 21)
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

I. Shareholder Meetings

[T]hegeneral assembly of shareholderscan
decide that the chairman . . . should havethe
right at any time to appoint another person as
[CEQ]. (111.8)

Thegeneral assembly of shareholders/
associates can appoint to the Board of Directors
an independent person — non-executive
members of the company, recommended by
one of the creditors or investors of the
company, or by ashareholder. (111.10.1)

Theboard should have clear policiesasregards
production, marketing, investments, authority
levels, etc. Thedetailing rate of these policies
will be decided by each general assembly of
shareholders/associates separately. (111.15.1.B)

The Board of Directorshasto . . . be certain
that it exercises decision-making authority in
the mattersentrusted to it by the general
assembly of shareholders, towhichendit. ..
coordinat[es] company activity based on
development policy approved by thegeneral
assembly of shareholders[and] submit[s] to the
approval of the general meeting of shareholders
the annual activity report of the company.
(111.15.1.A)

At theAGM the chair of the remuneration
committee should be present to motivate
remuneration decisions. (Ch. 8: 6)

Whiledistinction between owners and manag-
ersisclear, alarge company with thousands of
shareholdersand no controlling sharehol der
really does not have an owner who can exercise
rights of ownershipintheir discretion. The
right of ownership of the company in sucha
caseisdiluted by thedemocracy inthe
company and the need to call ashareholders’
meeting to exercise therights of the owners.
Withasingleor controlling shareholder the
right and power of ownership vestsinthem. It
istruethat technically they haveto act through
ashareholders’ meeting to appoint, for
example, anew director but onceitisknown
that they will carry thevotethey havethe
power to nominate and ensure the appointment
of that new director. (Ch. 12: 4)

The AGM must be properly used by

sharehol ders by asking questionson the
accounts and reports presented. Formsin
annual reports should be provided on which
sharehol ders could send in written questionsin
advance of the meeting. If matters of
importance and substance areraised at the
AGM asummary should be sent to
shareholders. (Ch. 12: 11)

The Annual Report, Interim Report and AGM
are the main links between the company and
shareholders. (Ch. 16: 1.1)

Shareholders should be welcomed at Annual
General Meetingsand encouraged to ask
questions. A form could beincluded inthe
Annual Report for written questionsto be sent
to the company secretary. (Ch. 16: 1.3)

To protect to the utmost the rights of
shareholders, the following matters which
cause fundamental corporate changes and
shareholder rights shall be decided at the
general shareholder meeting:

=  Amendmentsto articles of incorporation;
= M&A andbusinesstransfer;

=  Corporatedisbanding and dissolution;

=  Capital reduction and others.

(1.1.2)

Resolutionsfrom the general sharehol der
meeting shall be made through transparent and
fair proceedings. Also, shareholdersshall
receive sufficient prior noticeincluding the
time, location and agenda of the meeting; such
time and location shall be set so asto allow
maximum shareholder participation. (1.1.3)

Shareholders may submit items for the meeting
agendato the board of directors; they may raise
questions and demand explanations as part of
the agendas at the meetings. The corporation
shall ensurethat shareholders’ opinionsare
sufficiently reflected at the general sharehol der
meetings. (1.1.4)

The corporation shall, by disclosing the
nominated directors prior to the general
shareholder meeting, ensurethat shareholders
exercisetheir voting rightswith information on
the nominees. (11.3.4)

External auditors shall attend the general share-
hol der meeting and answer any shareholders’
question on audit reports. (111.2.2)

Theremuneration of directors as approved by a
shareholder meeting should be fully disclosed
in the company’ s annual report. (The Code,
4.4).

[A] general meeting of shareholders must
decide on thedirector, or directors, authorized
to bind the company by hisor her signatures
(the “authorized directors’). (Ch. 2: 4.2)

If the Articles of Association do not providefor
thedirectors' remuneration, ashareholders
meeting of the company may fix the directors’
remuneration. (Ch. 2: 7.2(e))

[B]alance sheets and the profit and loss
statements must be audited by the company’s
auditor and, thereafter, submitted to the
shareholders at the annual general meeting of
shareholdersfor their consideration and
approval. (Ch. 2: 16.1)

Theissuing of new sharesrequires aspecial
resolution at ashareholders’ general meeting.
(Ch.3:2.1)

Dividends are declared by an ordinary
resolution from ashareholders’ general
meeting. (Ch. 3: 5.2)

[Acquisitions, takeoversand amalgamations
require] aspecial resolution of ashareholders’
general meeting. ... (Ch.7:3.1, 3.2

TheListed Target [i.e., acompany listed onthe
SET and the object of atakeover bid] must
obtain approval from ageneral meeting of its
shareholders. ... (Ch.7: 5.4(ii))

Thechairmen of the audit committee and the
remuneration committee should be availableto
answer questions. . . at the annual general
meeting of sharehol ders of the company.
(Ch.8:3.2, 3.3)
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

J. Anti-Takeover Devices

Not covered.

Not covered.

Not covered.

Not covered directly, but see the following:

Guideline 10 (Takeover and merger
transactions are governed by the Hong Kong
Code on Takeovers and Mergers (the
“Takeover Code"), the primary purpose of
which isto afford fair treatment for
shareholderswho are affected by takeover and
merger transactions.).

Guideline 10.1 (Directors should familiarize
themselves with the Takeover Code and, in
particular, with the obligationsimposed on
their company to make an offer whereit has
acquired “control” (asdefined in the Takeover
Code). Directors should also be aware of their
obligations where their company isthe subject
of atakeover offer.).

Guideline 10.2 (Where any proposed
transaction or any aspect thereof isgoverned
by, or subject to, the Takeover Code, any
announcement, advertisement or document to
beissued in relation to the transaction should
be simultaneously submitted to the Exchange
and the Takeovers and Mergers Executive of
the Securities and Futures Commission for
clearance.).
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

J. Anti-Takeover Devices

[Clompany managers must perform to satisfy
creditors' duesbecause of thedisciplining
device of debt, which carrieswith it the
crediblethreat of management changevia
bankruptcy. Analogously, managershaveto
look after the right of shareholdersto dividends
and capital gainsbecauseif they do not do so
over time, they facethereal risk of takeover.
An economic and legal environment that putsa
brake on thethreat of bankruptcy and prevents
takeoversisarecipefor systematic corporate
misgovernance. Introduction (p. 2)

Growth of industry and businessin most

devel oped economies have been aided and
accompanied by takeovers, mergers and
strategic acquisitions.

International data showsthat takeoversusually
serve three purposes: (i) create economies of
scale and scope, (ii) impose acrediblethreat on
management to perform for the sharehol ders,
and (iii) enhance shareholder valuein the short-
and medium-term. Because the targets are
typically under-performing companies,
takeoverstypically enhance short- aswell as
longer-term shareholder value. (p. 8)

The new Takeover Code has been introduced in

India. Although the code hasitsproblems—

especially after a50% acquisition—itisastep

intheright direction. However, the codeis, at

best, necessary for facilitating takeovers; it is

hardly sufficient. Thereliesthe basic problem

with takeoversin India. One cannot have a

dynamic market and alevel playing field for

takeovers when there are multiple restrictions

on financing such acquisitions.

=  Banksdonot lend for such activities. . . .

= Thereisno securitization. . . .

= [Financial ingtitutions] do not finance
takeovers.

=  Therearenot enough corporate debt
instruments which acompany could useto
finance atakeover. (p. 8)

Not covered directly,but see 23.4 (The
decision on reorgani zation of the Society is
made by the General M eeting of
Shareholders.).

Not covered.

Not covered.
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

J. Anti-Takeover Devices

Not covered.

Not covered.

Takeover shall be achieved without infringing
on corporatevalue. (V.1)

Actsthat may lead to changein corporate con-
trol, such astakeovers, mergers, acquisitions,
splitsand transfers of business, shall occur
through atransparent and fair procedure.
(V.11)

Actsof defending corporate control shall not
involvesacrificing the profit of corporations
and shareholdersto maintain corporate control
for only some sharehol ders or management.
(V.1.2)

Corporations shall, as determined by law, ac-
cept stock purchase requests from shareholders
opposing material structural changes, such as
mergersand businesstransfers, through fair
pricesthat reflect the actual share value.
(V.13

To protect to the utmost the rights of share-
holders, the following matters which cause
fundamental corporate changes and sharehol der
rightsshall be decided at the general share-
holder meeting: ... M&A and business
transfer. (1.1.2)

TheBoard, holding comprehensive power over
corporate management, shall performthe
following functions of decision-making and
management supervision: ... Monitoring. . .
corporate takeover. (11.1.1)

Seegenerally V. Management Monitoring by
the Market, Commentary at 32-33.

Not covered.
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GM Board Guidelines

Commonwealth Association Guidelines
(International)

IBGC Code of Best Practice
(Brazil)

Hong Kong Stock Exchange Code/ Guide
(Hong Kong)

K. Executive Compensation

Not covered.

Theboard should promote aculturethat
supports enterprise and innovation, with
appropriate short- and long-term performance-
related rewardsthat arefair and achievablein
motivating management and employees
effectively and productively. Itisimperative
that the board seeksto drivethe business
enterprise proficiently through proper and
considered decision-making processes, and
recognizes entrepreneurial endeavour amongst
its management without contravening laws and
regulations. (Commentary on Principle 3)

In matters of remuneration, the board should
set and implement aremuneration policy that
creates areward system to recruit, retain and
motivate high quality executivedirectors.
(Commentary on Principle7)

Not covered directly, but see p. 6 (The board of
directors should annually make aformal
performance eval uation of the chief executive
officer.).

Not covered.
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Confederation Code
(India)

Charter of a Shareholding Society
(Kyrgyz Republic)

Report on Corporate Governance
(Malaysia)

Code of Corporate Governance
(Mexico)

K. Executive Compensation

Not covered.

The Board of Directors shall set theform and
level of remuneration of each member of the
Management Board on an annual basis. (17.28)

Every member of the Management Board may
receive remuneration in at least two parts: a
fixed salary per annum as determined by the
Board of Directors; and a performance-related
element. Thelatter may belinked to sales,
growth, profitability or any other performance
measure set by the Board of Directors, and may
bein theform of cash. (17.29)

The component parts of remuneration should
be structured so asto link rewardsto corporate
and individual performance, inthe case of
executive directors. (Principle B.I)

Companies should establish aformal and
transparent procedure for devel oping policy on
executive remuneration and for fixing the
remuneration packages of individual directors.
(Principle B.11)

The board should explicitly assume[responsi-
bility for] fixing the compensation of . . . senior
management. (Best Practice AA.l)

Boards should appoint remuneration
committees, consisting wholly or mainly of
non-executive directors, to recommend to the
board the remuneration of the executive
directorsin al itsforms, drawing from outside
advice asnecessary. Executivedirectors
should play no part in decisionson their own
remuneration. Membership of the
remuneration committee should appear in the
directors’ report. (Best Practice AA.XXIV)

Itisrecommended that . . . the Board of
Directors performits evaluation, compensation,
audit, finance and planning functions (as
further defined in the Code) through one or
more intermediate bodies. (Principle at 7)

It isrecommended that an intermediate body:
i. suggest proceduresto proposethe
Director General and high-level
officers;

ii. proposeevaluation criteriafor the
Director General andthe high-level
officers;

iii. analyzeand submit for approval any
proposal made by the Director General
re: management structure and salaries.

(Principle at 11)

Itissuggested that the Board be supported by
[anintermediate group’ s] review of theterms
and conditions on which theDirector General
and other high-level officersare hired, aswell
asthe possible paymentsthat will be madeif
they are separated from the corporation. Such
termsand conditions should bewithin the
general guidelines approved by the Board.
(Principle at 12)

[A] mechanism to assist the Board in the per-
formance of its eval uation and compensation of
the Director General and other high-level
officers [is recommended]. (Recommendation
at 11)

The Board should be assisted inits analysis of
policiesfor determining the salaries of the
Director General andthe high-level officersof
the corporation. It isimportant that such
policiestake into consideration matters such as:
previously established targets, individual
performance, and corporate performance.
(Recommendation at 12)
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Corporate Governance Code
(Romania)

King Report
(South Africa)

Code of Best Practice
(South Korea)

The SET Code of Best Practice
(Thailand)

K. Executive Compensation

The management contract isamandate of a
double nature— contractual and legal. Based
onthiscontract, the shareholders’ representa-
tive, on behalf of the company, and the
appointed persons as managers, establish the
rights and obligationsincumbent. . . . The
contract hasto establish . . . the pays [and]
quotas. . . of amanager. (111.11)

The Board of Directors. . . establish[es] the
salary policy. (111.15.1.A)

See |.2.G (The quotarefersto asum of money
received . . . for participation in the Board of
Directors meetings. Quotas can be given either
in addition to the attendance fee or the
dividends, or instead of the attendance fee,
according to the financial condition of the
commercial company, and are calculated asa
percentage of itsnet profits.).

Seealso 111.17 (Thework agreement of an
executive manager should not extend for more
than four years without the shareholders’
approval. However, the work agreements can
be concluded for shorter periods, unlessthe
incorporation document of the company
providesotherwise.).

There are three elements of compensation in an
executive director’ sremuneration. They are
salary, performance bonusfor surpassing the
expected, and benefits. Thereissomedebate
asto whether share options should be included
inadirector’semoluments. The benefits
themselves can include many things such asa
company car, holiday home, pension
contributions, telephone accounts, claothing
alowances, overseas holidays, club
membership fees, etc. (Ch. 8: 1)

Itissaidthat schemesharesand abonusarea
double reward and the payment of abonus plus
sharesismerely acarry-over of the daysbefore
scheme shareswere introduced. Management,
on occasion, does surpass the expected but
because of factors beyond its control the price
of the scheme shares does not move or
sometimesfalls below the issue priceto the
management. We consequently do not ascribe
totheview that it isadouble reward. (Ch. 8:
3

There should be a separate full and clear
disclosure of thetotal of executivedirectors
and non-executive directors earnings broken
down into headings such as, fees, salary, share
options, benefits, bonuses, etc. Directors’
remuneration, including that of non-executive
directors, should bethe subject of
recommendationsto theboard by a
Remuneration Committee with the mgjority of
its members (including the chair) being non-
executive directors. (Ch. 19: 17)

To promote active performance of dutiesby
management, outside directors and the Board,
their activities shall undergo fair evaluation;
based on such results, the matters of
remuneration and reappointment shall be
decided. (11.9)

Business activities of management shall be
evaluated fairly, and the evaluation results shall
be reflected appropriately in the remuneration.
Remuneration for the management shall be
decided by the Board, i.e., within the limits
approved by the general shareholder meeting.
If acommittee centered on outside directorsis
established within the Board, then that
committee may make the decision. (11.9.1)

Not covered.
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APPENDI X

ParTiAL LisTiNG oF CorPORATE GovERNANCE GuiDELINES AND CoDEs oF BesT PracTicE

INTERNATIONAL ORGANIZATIONS

APEC Secretariat, The APEC Business Code of Conduct (draft, March 25, 2001). <www.mof.gov.sg/cor/cor_pcode.html>

European Association of Securities Dealers (* EASD”), Corporate Governance: Principles and Recommendations (May 2000). <www.easd.com/ recommendations>
Eurosharehol ders, Euroshareholders Corporate Governance Guidelines (February 2000). <www.dcgn.dk/publications/2000>*

European Association of Securities Dealers Automated Quotations (“ EASDAQ”), EASDAQ Rule Book (3d ed., January 2000). <www.easdag.be/services rule.htm>
Hermes Investment Management Ltd., | nternational Corporate Governance Principles (December 13, 1999). <www.hermes.co.uk>*

Commonwealth Association for Corporate Governance (“ CACG”), CACG Guidelines: Principles for Corporate Governance in the Commonwealth (November 1999).
<www.cbc.to>

International Corporate Governance Network (“ ICGN”), Statement on Global Corporate Governance Principles (July 1999). <www.icgn.org>*

Organization for Economic Cooperation and Development (* OECD”) Ad Hoc Task Force on Corporate Governance, OECD Principles of Corporate Governance
(April 1999). <www.oecd.org/daf/governance/principles.htm>

ICGN, Global Share Voting Principles (July 1998). <www.icgn.org>*

OECD Business Sector Advisory Group on Corporate Governance, Corporate Governance: Improving Competitiveness and Access to Capital in Global Markets,
Report to the OECD (Millstein Report) (April 1998). <www.oecd.org>

European Bank for Reconstruction and Development (“ EBRD”), Sound Business Standards and Corporate Practices: A Set of Guidelines (September 1997).
<www.ebrd.com>

Centre for European Policy Studies (“ CEPS’), Corporate Governance in Europe — Recommendations (June 1995). <www.ecgn.org>

AUSTRALIA

Investment & Financial Services Association (“ IFSA”), formerly Australian Investment Managers Association (* AIMA™), Corporate Governance: A Guide for
Investment Managers and Corporations (3d ed., July 1999). <www.ifsa.com.au>*

Working Group representing Australian I nstitute of Company Directors, Australian Society of Certified Practicing Accountants, Business Council of Australia, Law
Council of Australia, The Institute of Chartered Accountantsin Australia& The Securities Institute of Australia, Corporate Practices and Conduct (Bosch Report)
(3d ed., 1995). <www.ecgn.org>

BELGIUM

Fondation des Administrateurs (“FDA™), The Directors Charter (January 2000). Forthcoming at <www.ecgn.org>

Brussels Stock Exchange/Banking & Finance Commission, Corporate Governance for Beldian Listed Companies (the Merged Code) (December 1998).
<www.cbf.be/pe/pec/en_ec01.htm>

Brussels Stock Exchange, Report of the Belgium Commission on Corporate Governance (Cardon Report) (draft, March 1998). <www.ecgn.org>
Federation of Belgian Companies (VBO/FEB), Corporate Governance — Recommendations (January 1998). <www.ecgn.org>

BRAZIL

Instituto Brasileiro de Governanga Corporativa (“ IBGC”), formerly Instituto Brasileiro de Conselheiros Administragao (“IBCA™), Code of Best Practice of Corporate
Governance (May 8, 1999, revised April 9, 2001). <www.ibgc.org.br>

* |nvestor viewpoint.
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APPENDI X

ParTiaL LisTiNng oF CorPoRATE GovERNANCE GuiDELINES AND CoDEsoF Best PracTicE

CANADA

= Joint Committee on Corporate Governance, Beyond Compliance: Building a Governance Culture (Saucier Report) (March 2001). <www.jointcomgov.com>

= Pension Investment Association of Canada (“ PIAC”), Corporate Governance Standards (September 1993; revised March 1997, updated June 1998).
<www.piacweb.org>*

Toronto Stock Exchange Commission on Corporate Disclosure, Responsible Corporate Disclosure: A Search for Balance (March 1997). <marketdata@tse.com>
Toronto Stock Exchange Committee on Corporate Governance in Canada, “Where Were The Directors?: Guidelines For Improved Corporate Governance in Canada
(Dey Report) (December 1994). <www.ecgn.org>

CHINA

=  China Securities Regulatory Commission, Corporate Governance Code and Standards for Chinese Listed Companies (draft, June 11, 2001). Available upon request at
<tonglu@public.east.cn.net>. English translation in preparation.

CZECH REPUBLIC

= Czech Securities Commission (Komise pro Cenne Papiry), Draft Corporate Governance Code Based on the OECD Principles (September 2000).
= Czech Institute of Directors, Corporate Governance Code of Practice (draft, August 2000).

DENMARK

= Danish Shareholders Association, Guidelines on Good Management of a L isted Company (Corporate Governance) (draft dated February 29, 2000).
<www.sharehol ders.dk>*

FINLAND

=  Ministry of Trade and Industry, Guidelines for Handling Corporate Governance Issues in State-Owned Companies and Associated Companies (November 7, 2000).
<www.vn.fi/ktm/eng/newsktm_etu.htm>

= Central Chamber of Commerce/Confederation of Finnish Industry and Employers, Corporate Governance Code for Public Limited Companies (February 10, 1997).

FRANCE

= Association Frangaisedes EntreprisesPrivées (AFEP) & Mouvement des Entreprises de France (MEDEF), Report of the Committee on Corporate Governance (Viénot I1)
(July 1999). <www.ecgn.org> (French and English).

= Association Francaise de la Gestion Financiére — Association des Sociétés et Fonds Frangais d’ Investissement (* AFG-ASFFI”), Recommendations on Corporate
Governance (Hellebuyck Commission Recommendations) (June 9, 1998) English translation by AFG-ASFFI. <www.afg-asffi.com>*

= Stock Exchange Operations Commission, Regulation No. 98-01 — 98-10 (March 1999). English translation available at <publications@cob.fr>

= Conseil National du Patronat Francgais (* CNPF") & Association Frangaise des Entreprises Privees (* AFEP”), The Boards of Directors of Listed Companiesin France
(Viénot 1) (July 10, 1995). <www.ecgn.org> (French only). English translation by CNPF & AFEP.

= CNPF & AFEP, Stock Options: Mode d Emploi pour les Enterprises (Lévy-Lang Report) (1995). English translation by CNPF & AFEP.

* |nvestor viewpoint.
** Hybrid consisting of investors, academicsand private business sector representatives.
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ParTiaL LisTiNng oF CorPoRATE GovERNANCE GuiDELINES AND CoDEsoF Best PracTicE

GERMANY

= Grundsatzkommission Corporate Governance (“* GCP’ — German Panel on Corporate Governance), Corporate Governance Rules for German Quoted Companies
(January 2000, revised July 2000). English translation by GCP. <www.corgov.de>* *

= Berliner Initiativkreis, German Code of Corporate Governance (June 6, 2000). English translation by Berlin Initiative Group. <www.gccg.de>

= Deutsche Schutzvereinigung fir WertpapierbesitzeV. (“ DSW"), DSW Guidelines (June 1998). <www.ecgn.org>*

= Deutsche Bundestag, Gestez zur Kontroll und Tranzparenz im Unternehmensbereich (Law on Control and Transparency in the Corporate Sector) (“ KonTraG") (March
1998).

GREECE

= Capita Market Commission’s Committee on Corporate Governance in Greece, Principles on Corporate Governance in Greece: Recommendations for its Competitive
Transformation (Mertzanis Report) (October 1999). <www.ecgn.org>

HONG KONG

= Hong Kong Society of Accountants, Corporate Governance Disclosure in Annual Reports: A Guide to Current Requirements and Recommendations for Enhancement
(March 2001). <www.hksa.org.kk>

=  The Stock Exchange of Hong Kong (* SEHK”), Code of Best Practice (December 1989; revised June 1996, February 1999, August 2000). <www.sehk.com>

=  SEHK, Model Code for Securities Transactions by Directors of Listed Companies (August 2000). <www.sehk.com>

= Hong Kong Society of Accountants (“HKSA™), New Corporate Governance Guide on Formation of Audit Committees (January 1998). <www.hksa.org.hk>

INDIA

= Securities & Exchange Board of India (“SEBI”) Committee on Corporate Governance (“Kumar Mangalam Committee”), Draft Report on Corporate Governance
(September 1999). <www.sehi.gov.in>
= Confederation of Indian Industry, Desirable Corporate Governance — A Code (April 1998). <ciigen.cii@axcess.net.in>

IRELAND

= Irish Association of Investment Managers (“IAIM"), Corporate Governance, Share Option and Other Incentive Scheme Guidelines (March 1999). <www.iaim.ie>*
= |AIM, Statement of Best Practice on the Role and Responsibilities of Directors of Public Limited Companies (1992). <www.iaim.ie>*

ITALY

= Comitato per la Corporate Governance delle Societa Quotate (Committee for the Corporate Governance of Listed Companies), Report & Code of Conduct
(Preda Report) (October 1999). <www.borsaitalia.it>

=  Ministry of the Italian Treasury, Report of the Draghi Committee (Audizione Parlamentare, Prof. Mario Draghi, Direttore Generale de Tesoro) (December 1997).
<www.ecgn.org>

JAPAN

= Kose Nenkin Kikin Rengokai (Pension Fund Corporate Governance Research Committee), Action Guidelines for Exercising Voting Rights (June 1998).*

= Corporate Governance Forum of Japan, Corporate Governance Principles— A Japanese View (May 1998).

= Japan Federation of Economic Organizations (Keidanren), Urgent Recommendations Concerning Corporate Governance (Provisional Draft, Sept. 1997).
<WWww.ecgn.org>

* |nvestor viewpoint.
** Hybrid consisting of investors, academicsand private business sector representatives.
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ParTiaL LisTiNng oF CorPoRATE GovERNANCE GuiDELINES AND CoDEsoF Best PracTicE

KENYA

=  The Private Sector Initiative for Corporate Governance, Principles for Corporate Governance in Kenya and a Sample Code of Best Practice for Corporate Governance
(November 1999, revised July 2000). <pscgt@insightkenya.com>

KYRGYZ REPUBLIC

= Prime Minister’s Office of the Kyrgyz Republic, Department of Economic Sectors Development, Model Charter of a Shareholding Society of Open Type (Approved by
decree of government July 26, 1997). <www.cdc.kg/eng/doc_2.html>

= Working Group on Corporate Governance, Handbook on Best Practice — Corporate Governance in the Kyrgyz Republic (Approved by decree of government July 26,
1997). <www.cdc.kg/eng/doc_3.html>

MALAYSIA

= KualaLumpur Stock Exchange, Listing Requirements (January 2001, effective as of June 1, 2001). <www.klse.com.my>

= JPK Working Group | on Corporate Governancein Malaysia, Report on Corporate Governance in Malaysia (March 20, 2000). <www.sc.com.my/html/publications/
inhouse>

= High Level Finance Committee on Corporate Governance, Report on Corporate Governance (March 25, 1999). <www.sc.com.my/html/publications/fr_public.html>

MEXICO

= El Consgjo Coordinador Empresarial (* CCE”) y la Comision Naciona Bacariay de Valores (* CNBV”"), Cédigo de Mejores Préticas (June 9, 1999). English translation
available at www.ecgn.org, Corporate Governance Code for Mexico. <www.ecgn.org>

THE NETHERLANDS

= Committee on Corporate Governance, Corporate Governance in the Netherlands — Forty Recommendations (Peters Code) (June 1997). <www.ecgn.org>
= Vereniging van Effectenbezitters (* VEB”), Ten Recommendations on Corporate Governance in the Netherlands (1997). www.vebbottomline.cont

NEW ZEALAND

= Institute of Directorsin New Zealand, Inc., under the aegis of the Commonwealth Association for Corporate Governance (* CACG”), Best Practice Statements for
Boards and Directorsin New Zealand (August 2000). <iod_nz@compuserve.com>

PORTUGAL
=  Comissdo do Mercado de Valores Mobiliarios (Securities Market Commission), Recommendations on Corporate Governance (November 1999). <www.cmvm.pt>

ROMANIA

= |nternational Center for Entrepreneurial Studies (Bucharest University) & Strategic Alliance of Business Associations, Corporate Governance Code: Corporate
Governance Initiative and Economic Democracy in Romania (draft March 24, 2000).

RUSSIA

= Corporate Governance Initiative of the World Economic Forum, Changing Corporate Governance in Russia (January 29, 2001).
= Yeltsin, Boris, President of the Russian Federation & Parker School of Foreign & Comparative Law, Columbia University, Decree on Measures to Ensure the Rights of
Shareholders (as amended, October 27, 1993) (Release No. 28, TRANSNATIONAL JURIS 1996).

* |nvestor viewpoint.
** Hybrid consisting of investors, academicsand private business sector representatives.
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ParTiaL LisTiNng oF CorPoRATE GovERNANCE GuiDELINES AND CoDEsoF Best PracTicE

SINGAPORE

= Singapore Ministry of Finance, Proposed Code of Corporate Governance (draft, March 2001).
= Stock Exchange of Singapore, Listing Manual (as amended) & Best Practices Guide (1998, amended 2000). <www.Ses.com.sg>

SOUTH AFRICA
= Thelnstitute of Directorsin Southern Africa, The King Report on Corporate Governance (King Report) (November 1994). <www.ecgn.org>

SOUTH KOREA

=  Committee on Corporate Governance (sponsored by the Korea Stock Exchange et al.), Code of Best Practice for Corporate Governance (September 1999).
<Www.ecgn.com>

SPAIN

=  Comision Especial parael Estudio de un Codigo Etico de los Consgjos de Administracion de las Sociedades, El gobierno de las sociedades cotizadas (Olivencia
Report) (February 1998). English translation by Instituto Universitario Euroforum Escorial, The Governance of Spanish Companies (February 1998).
<www.ecgn.org> (Spanish); English translation: <instuniv@euroforum.es>

= El Circulo de Empresarios, Una propuesta de normas para un mejor funcionamiento de los Consejos de Administracién (October 1996). <www.ecgn.org>

SRI LANKA

= Thelnstitute of Chartered Accountants of Sri Lanka, Code of Best Practice: Report of the Committee To Make Recommendations on Matters Relating to Financial
Aspects of Corporate Governance (December 12, 1997). <icaweb@lanka.net>

SWEDEN

= Swedish Shareholders Association, Corporate Governance Policy (January 2000). <www.aktiesparana.se>. English translation: <www.ecgn.org>*
=  The Swedish Academy of Directors, Western Region, | ntroduction to a Swedish Code of “Good Boardroom Practice” (March 27, 1995). <bandreaz@vast.styrakad.se>

THAILAND

=  The Stock Exchange of Thailand (“SET"), The Roles, Duties and Responsibilities of the Directors of Listed Companies (December 1997; revised October 1998).
<webmaster @set.or.th>

UNITED KINGDOM

= PensionsInvestment Research Consultants (“ PIRC"), PIRC Shareholder Voting Guidelines (1993 and regularly revised through March 12, 2001).
<www.pirc.co.uk/pubserv.htm>*

=  HermesInvestment Management Ltd., Statement on UK Corporate Governance & Voting Policy (July 1998, revised January 2001). <www.hermes.co.uk>*

= Association of Unit Trusts and Investment Funds, Code of Good Practice (January 2001). <www.investmentfunds.org.uk>*

= |nstitute of Chartered Accountantsin England and Wales, Internal Control: Guidance for Directors on the Combined Code (Turnbull Report) (September 1999).
<www.ecgn.org>

= Law Commission & The Scottish Law Commission, Company Directors: Regulating Conflicts of Interests and Formulating a Statement of Duties (September 1999).
<www.lawcom.gov.uk/library/Ic261>

= National Association of Pension Funds, (“NAPF"), Corporate Governance Pocket Manual (1999). <www.napf.co.uk>*

* |nvestor viewpoint.
** Hybrid consisting of investors, academicsand private business sector representatives.
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ParTiaL LisTiNng oF CorPoRATE GovERNANCE GuiDELINES AND CoDEsoF Best PracTicE

London Stock Exchange Committee on Corporate Governance, The Combined Code: Principles of Good Governance and Code of Best Practice (July 1998).
<www.ecgn.org>

Committee on Corporate Governance (sponsored by the London Stock Exchange et al.), Final Report (Hampel Report) (January 1998). <www.ecgn.org>

Study Group on Directors' Remuneration, Final Report (Greenbury Report) (July 1995). <www.ecgn.org>

Institute of Directors, Good Practice for Directors — Standards for the Board (1995).

The City Group for Smaller Companies, The CISCO Guide: The Financial Aspects of Corporate Governance: Guidance for Smaller Companies (1994).

Report of the Committee on the Financial Aspects of Corporate Governance (Cadbury Report) (December 1, 1992). <www.ecgn.org>

Institutional Shareholders' Committee, The Role and Duties of Directors. A Statement of Best Practice (April 1991).*

Institute of Chartered Secretaries and Administrators, Good Boardroom Practice: A Code for Directors and Company Secretaries (February 1991, reissued unrevised in
1995). <www.thecorporatelibrary.com/docs/index.html>

UNITED STATES

Council of Institutional Investors (“ Cl1"), Core Policies, General Principles, Positions & Explanatory Notes (March 1998 and revised annually through March 2001).
<www.cii.org/corp_governance.htm>*

General Motors Board of Directors, GM Board of Directors Corporate Governance Guidelines on Significant Corporate Governance |ssues (January 1994; revised
August 1995, June 1997, March 1999, June 2000). <www.gm.com/company/investors/stockholders/guidelines.html>

Teachers Insurance and Annuity Association — College Retirement Equities Fund (“ TIAA-CREF"), TIAA-CREF Policy Statement on Corporate Governance
(October 1997, revised March 2000). <www.tiaa-cref.org/governance>*

Blue Ribbon Commission on Improving the Effectiveness of Corporate Audit Committees, Report and Recommendations (1999) (sponsored by New Y ork Stock
Exchange & National Association of Securities Dealers). <www.nyse.com> or <www.nasd.com>

California Public Employees’ Retirement System (“CalPERS”), Global Corporate Governance Principles and Country Principles for: UK; France; Germany; Japan
(1999). <www.cal pers-governance.org>*

CaPERS, Domestic Proxy Voting Guidelines and International Proxy Voting Guidelines (February 1999). <www.cal pers-governance.org>*

CalPERS, Corporate Governance Core Principles and Guidelines: The United States (April 1998). <www.cal pers-governance.org>*

The Business Roundtable (“BRT"), Statement on Corporate Governance (September 1997). <www.brtable.org/issue.cfm>

American Federation of Labor and Congress of Industrial Organizations (“AFL-CIO"), Investing in Our Future: AFL-CIO Proxy Voting Guidelines (1997).
<eking@aflcio.org>*

American Society of Corporate Secretaries, Suggested Guidelines for Public Disclosure and Dealing with the I nvestment Community (1997).
<www.ascs.org/ascstitles.html>

National Association of Corporate Directors (“NACD”), Report of the NACD Blue Ribbon Commission on Director Professionalism(November 1996).
<www.nacdonline.org>

NACD, Report of the NACD Blue Ribbon Commission on Performance Evaluation of Chief Executive Officers, Board and Directors (1994). <www.nacdonline.org>
American Bar Association, Committee on Corporate Laws, Section of Business Law, Corporate Directors’ Guidebook (1978; 2d ed. 1994):
abanet.org/abapubs/business.html>

American Law Institute (“ALI"), Principles of Corporate Governance: Analysis & Recommendations (1992). <www.ali.org/index.htm>

BRT, Statement on Corporate Governance and American Competitiveness (1990).

* |nvestor viewpoint.
** Hybrid consisting of investors, academicsand private business sector representatives.
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APPENDIX 11

Commentary On Cor porate Gover nance Guideines & Codes of Best Practice
In Developing & Emerging Markets

Holly J. Gregory

When a firm’s management is separate and distinct from the providers of the firm’s capital, managers have a
responsibility to use assets efficiently in pursuit of the firm’s objective. Ensuring that they do so isimportant to afirm’s
successful economic performance as well as to its ability to attract long-term, stable, low-cost investment capital. Thisistrue
whether the firm is publicly traded, privately held, family-controlled or state-owned. (It is only when the managers of afirm
themselves own the entire firm -- and are committed to relying solely on their own capital -- that managers generaly are free to
apply corporate assets (as their own private property) inefficiently or for non-productive uses.) The fundamental concern of
corporate governance is to ensure the means by which a firm’s managers are held accountable to capital providers for the use of
assets.

The responsibilities and functions of the corporate board in both developed and developing nations are receiving
greater attention as aresult of the increasing recognition that a firm’s corporate governance affects both its economic performance
and its ability to access patient, low-cost capital. After all, the board of directors -- or, in two-tier systems, the supervisory board --
is the corporate organ designed to hold managers accountable to capital providers for the use of firm assets. The past five years has
witnessed a proliferation of corporate governance guidelines and codes of “best practice” designed to improve the ability of
corporate directors to hold managements accountable. This global movement to emphasize that boards have responsibilities
separate and apart from management, and to describe the practices that best enable directors to carry out these responsibilities, is a
manifestation of the importance now attributed to corporate governance generally and, more particularly, to the role of the board.

Corporate governance guidelines and codes of best practice arise in the context of, and are affected by, differing
national frameworks of law, regulation and stock exchange listing rules, and differing societal values. Although boards of
directors provide an important internal mechanism for holding management accountable, effective corporate governance is
supported by and dependent on the market for corporate control, securities regulation, company law, accounting and auditing
standards, bankruptcy laws, and judicial enforcement. Therefore, to understand one nation’ s corporate governance practices in
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relation to another’s, one must understand not only the “best practice” documents but also the underlying legal and enforcement
framework.

Some governance codes are linked to listing or legally mandated disclosure requirements. Others are purely
voluntary in nature, but may be designed to help forestall further government or listing body regulation. In the developing nations,
governance codes are more likely to address basic principles of corporate governance that tend to be more established in
developed countries through company law and securities regulation, such as the equitable treatment of shareholders, the need for
reliable and timely disclosure of information concerning corporate performance and ownership, and the holding of annua general
meetings of shareholders. However, in both devel oped and devel oping nations, codes focus on boards of directors and attempt to
describe ways in which boards can be positioned to provide some form of guidance and oversight to management, and
accountability to shareholders and society at large.

Overview

The modern trend of developing corporate governance guidelines and codes of best practice began in the early
1990’ s in the United Kingdom, the United States and Canada in response to problems in the corporate performance of leading
companies, the perceived lack of effective board oversight that contributed to those performance problems, and pressure for
change from institutional investors. The Cadbury Report in the U.K., the General Motors Board of Directors Guidelines in the
U.S.,, and the Dey Report in Canada have each proved influential sources for other guideline and code efforts.

Over the past decade, governance guidelines and codes have issued from stock exchanges, corporations,
institutional investors, and associations of directors and corporate managers. Compliance with these governance recommendations
is generally not mandated by law, athough the codes linked to stock exchanges may have a coercive effect. For example, listed
companies on the London and Toronto Stock Exchanges need not follow the recommendations of the Cadbury Report (as amended
in the Combined Code) and the Dey Report, but they must disclose whether they follow the recommendations in those documents
and must provide an explanation concerning divergent practices. Such disclosure requirements exert a significant pressure for
compliance. In contrast, the guidelines issued by associations of directors, corporate managers and individual companies tend to
be wholly voluntary. For example, the GM Board Guidelines simply reflect an individual board’ s efforts to improve its own
governance capacity. Such guidelines can have wide influence, however. In the case of the GM Guidelines, institutional investors
encouraged other companies to adopt similar guidelines.
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In developing nations, both voluntary guidelines and more coercive codes of best practice have issued as well. For
example, both the Code of Best Practices issued by the Brazilian Institute of Corporate Directors and the Code of Corporate
Governance issued by the Corporate Governance Committee of the Mexican Business Coordinating Counsel are wholly
aspirational and not linked to any listing requirements. Similarly, the Confederation of Indian Industry Code and the Stock
Exchange of Thailand Code are designed to build awareness within the corporate sector of governance best practice, but are not, at
this time, linked to stock exchange listing requirements. In contrast, Malaysia' s Code on Corporate Governance, the Code of Best
Practice issued by the Hong Kong Stock Exchange, and South Africa’s King Commission Report on Corporate Governance, all
contemplate mandatory disclosure concerning compliance with their recommendations.

Some of the key elements of governance guidelines and codes of best practice, particularly asissued in developing
nations, are summarized below:

The Corporate Objective

Variations in societal values lead different nations to view the corporate objective or “mission” distinctly.
Expectations of how the corporation should prioritize the interests of shareholders and stakeholders such as employees, creditors
and other congtituents take two primary forms. In the Anglo-Saxon nations -- Australia, Canada, the U.K., and the U.S. --
maximizing the value of the owners investment is considered the primary corporate objective. This objective is reflected in
governance guidelines and codes that emphasize the duty of the board to represent shareholders’ interests and maximize
shareholder value. Among developing nations, the Brazilian Ingtitute of Corporate Governance Code, the Confederation of Indian
Industry Code, the Kyrgyz Republic Charter of a Shareholding Society, the Malaysian Report on Corporate Governance, and the
Korean Stock Exchange Code of Best Practice all expressly recognize that the board’ s mission is to protect and enhance the
shareholders investment in the corporation.
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The mission of the board of directorsisto maximize shareholder value.
Brazilian Institute of Corporate Governance Code of Best Practice at 1.

The Board of Directors represents the shareholders of the Society, and it has a duty to act in the interests of the

shareholders.
Charter of a Shareholding Society (Kyrgyz Republic) 17.1.

The single overriding objective [of] all listed companies. . . isthe preservation and enhancement over time of their

shareholders’ investment.
Report on Corporate Governance (Maaysia), Introduction § 1, 3.3.

In other countries, more emphasisis placed on a broader range of stakeholders. However, thisview is not strongly
advocated in the governance guidelines and codes emanating from developing nations, although some documents recognize that
stakeholder interests should be considered. (For example, the King Report from South Africa states: “Directors must act with
enterprise and always strive to increase shareholders' value while having regard for the interests of all stakeholders.” (Ch. 5:27.7))
This may be due to a convergence in perceptions about the corporate objective. There is a growing recognition that shareholder
expectations need to be met in order to attract patient, low-cost capital. Likewise, there is growing sensitivity to the need to
address stakeholder interests in order to maximize shareholder value over the long term. As the General Motors Board of
Directors Mission Statement recognizes, “the board’ s responsibilities to shareholders as well as customers, employees, suppliers
and the communities in which the corporation operates are all founded upon the successful perpetuation of the business.” Simply
put, shareholder and stakeholder interests in the success of the corporation are compatible in the long run.

Board Responsibilities & Job Description

Most governance guidelines and codes of best practice assert that the board assumes responsibility for the
stewardship of the corporation and emphasize that board responsibilities are distinct from management responsibilities. However,
the guidelines and codes differ in the level of specificity with which they explain the board s role. For example, Canada's Dey
Report, France's Vienot Report, Malaysia s Report on Corporate Governance, Mexico's Code of Corporate Governance, South
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Africa s King Report and the Korean Stock Exchange Code all specify board functions such as strategic planning; risk
identification and management; selection, oversight and compensation of senior management; succession planning;
communication with shareholders; integrity of financial controls; and general legal compliance, as distinct board functions. The
Kyrgyz Republic Charter sets out a detailed list of matters requiring board approval. Other governance guidelines and codes of
best practice are far less specific. For example, the Hong Kong Stock Exchange Code simply refers to directors’ obligations to
ensure compliance with listing rules as well as with the “declaration and undertaking” that directors are required to execute and
lodge with the Exchange. The different approaches among codes on this point likely reflect variations in the degree to which
company law or listing standards specify board responsibilities, rather than any significant substantive differences.

The main functions of aboard are. . . :
to direct the company both as to strategy and structure;
to establish fromtime to time a strategy for the company, including a determination of the businesses that
the company should bein and those that it should not bein;
to ensure that the executive management i mplements the company’ s strategy as established fromtime to time;
to ensure that the company has adegquate systems of internal controls both operational and financial;
to monitor the activities of the executive management;
to select the chief executive, ensure succession and give guidance on the appointment of senior executives;
to provide information on the activities of the company to those entitled to it;
to ensure that the company oper ates ethically;
to provide for succession of senior management;

to address the adequacy of retirement and health care benefits and funding.
The King Report (South Africa), Ch. 4:1.

Board Composition

Most governance guidelines and codes of best practice address topics related to board composition including
director qualifications and membership criteria, the director nomination process, and board independence and |eadership.

Criteria. The quality, experience and independence of a board’s membership directly affect board performance.
Board membership criteria are described by various guidelines and codes with different levels of specificity, but tend to highlight
issues such as experience, personal characteristics (including independence), core competencies and availability.

NY 1:\873447\01\$PY FO1!.DOC\99990.0054 App-11



APPENDIX 11
Commentary

Every non-executive director must ensure that he can give sufficient time and attention to the affairs of theissuer . .. and
satisfy the Exchange that he hasthe character, integrity, experience and competency to serve as a director of a listed
company.

The Hong Kong Stock Exchange Code, Code of Best Practice 10 and Guideline A.5.

The board should have a diversity of background, knowledge and experience.
The Brazilian Institute of Corporate Governance Code of Best Practice at 3.

[Non-executive directors should] know how to read a balance sheet, profit and loss account, cash flow statements and

financial ratios, and have some knowledge of various company laws.
The Confederation of Indian Industry Code, Recommendation 4.

[A] candidate should have integrity and independence of thought; the courage to expresstheir independent thought; a
grasp of the realities of business operations; an understanding of the changes taking place regionally, nationally and

internationally; [and] an understanding of business and financial “ language.”
The King Report (South Africa), Ch. 9:8.2.

Director Nomination. The process by which directors are nominated has gained attention in many guidelines and
codes, which tend to emphasize a formal and transparent process for appointing new directors. The use of nhominating committees
isfavored in the U.S. and U.K. as a means of reducing the CEO's influence in choosing the board that is charged with monitoring
his or her performance. (See, in the U.S,, the Report of the National Association of Corporate Directors Commission on Director
Professionalism (1996), and the General Motors Board of Directors Guidelines (1994); in the U.K., the Hampel Committee Report
(1998)). The Maaysian Corporate Governance Report expresses asimilar view: “[T]he adoption of aformal procedure for
appointments to the board, with a nomination committee making recommendations to the full board, should be recognized as good
practice.” (Explanatory Note 4. See also Korean Stock Exchange Code of Best Practice 11.3.) At the same time, however -- and
as advocated by the King Report (South Africa) -- it is generally agreed that the board as a whole has the ultimate responsibility
for nominating directors.

Mix of Inside and Outside or “Independent” Directors. Most governance guidelines and codes of best practice
agree that some degree of director independence -- or the ability to exercise objective judgment of management’ s performance -- is
important to a board’ s ability to exercise objective judgment concerning management performance. Inthe U.S., U.K., Canada and
Australia, although not required by law or listing requirements, best practice recommendations generally agree that boards of
publicly-traded corporations should include at least some independent directors. This viewpoint is the furthest developed in the
U.S. and Canada, where best practice documents call for a*“substantial” majority of the board to be comprised of independent
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directors. Elsewhere best practice recommendations are somewhat less stringent and seek to have a balance of executives and
non-executives, with the non-executives including some truly independent directors. (Although “non-management” or “non-
executive’ directors may be more likely to be objective than members of management, many code documents recognize that a
non-management director may still not be truly “independent” if he or she has significant financial or personal ties to
management.) Nonetheless, a general consensus is devel oping throughout a number of countries that public company boards
should include at least some non-executive members who lack significant family and business relationships with management.

The board shall include outside directors capable of performing their duties independently from management,

controlling shareholders and the corporation.
Korean Stock Exchange Code of Best Practiceat 11.2.2.

The majority of the board members should be independent.
Brazilian Institute of Corporate Governance Code of Best Practice at 3.

No board should have less than two non-executive directors of sufficient calibre that their viewswill carry significant

weight in board decisions.
The King Report (South Africa) 2.2.

[17t isrecommended that Independent Directors represent at least 20% of the total number of Board members.
Mexico Code of Corporate Governance, Principle at 6.

Definitions of “independence’ vary. For example, according to the Brazilian Institute of Corporate Governance, a
director isindependent if he or she: has no link to the company besides board membership and share ownership and receives no
compensation from the company other than director remuneration or shareholder dividends; has never been an employee of the
company (or of an affiliate or subsidiary); provides no services or products to the company (and is not employed by afirm
providing major services or products); and is not a close relative of any officer, manager or controlling shareholder.
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Every listed company should have independent directors, i.e., directors that are not officers of the company; who are
neither related to its officers nor represent concentrated or family holdings of its shares; who, in the view of the
company’ s board of directors, represent the interests of public shareholders, and are free of any relationship that would

interfere with the exercise of independent judgment.”
Maaysian Report on Corporate Governance, Explanatory Note 4.23.

In February 1998, the Korean Stock Exchange adopted a listing requirement that will mandate that outside directors
soon comprise at least a quarter of the board of every listed company. Included among the list of persons who do not
qualify as*“ outside directors” are: controlling shareholders; a spouse or family member of a director who isnot an
outsider; current or recent officers and employees of the corporation, its affiliates, or of corporations that have
“important businessrelations’ with the corporation; and persons who serve as outside directors on three or more listed

companies.
Article 48-5 KSE Listing Regulation.

In comparison, the Cadbury Code simply refers to directors who -- apart from their fees and shareholdings -- are
independent from management and free from any business or other relationship which could materially interfere with the exercise
of independent judgment. And many of the best practice documents -- such as the Cadbury Report and the National Association of
Corporate Directors Report on Director Professionalism (U.S.) -- view the ultimate determination of just what constitutes
“independence” to be an issue for the board itself to determine.

I ndependent Board Leadership. Independent board leadership is thought by some to encourage the non-executive
directors ability to work together to provide true oversight of management. As explained by the National Association of
Corporate Directors (U.S.): “the purpose of creating [an independent] |eader is not to add another layer of power but . . . to ensure
organization of, and accountability for, the thoughtful execution of certain critical independent functions’ -- such as evaluating the
CEOQ,; chairing sessions of the non-executive directors; setting the board agenda; and leading the board in responding to crisis.

Many guidelines and codes seek to institute independent |eadership by recommending a clear division of
responsibilities between Chairman and CEO. In thisway, while the CEO can have a significant presence on the board, the non-
executive directors will also have a formal independent leader to look to for authority on the board. Documents that place less
emphasis on the need for a majority of independent directors seem to place more emphasis on the need for separating the role of
Chairman and CEO. For example, the Indian Confederation Report expressly relates the two concepts -- recommending that if the
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Chairman and CEO (or managing director) are the same person, a greater percentage of non-executive directors is necessary.
(Recommendation 2) The Malaysian Report on Corporate Governance similarly emphasizes that “[w]here the roles are combined
there should be a strong independent element on the board.” (Best Practice AA.Il) Thisisin accord with the Cadbury Report,
which states that, where the Chairman is also the CEO “it is essential that there should be a strong and independent element on the
board.” (Section 1.2)

Board Committees

In developed nations, it is fairly well accepted that many board functions are carried out by board committees. For
example, a nominating committee, an audit committee and a remuneration committee are recommended in Australia, Belgium,
France, Japan, the Netherlands, Sweden, United Kingdom and the United States. While composition of these committees varies, it
is generally recognized that non-executive directors have a specia role.

The functioning and composition of the audit committee receives significant attention in most guideline and code
documents because of the key role it plays in protecting shareholder interests and promoting investor confidence.

Special emphasis has been placed on the need for all listed company boards to establish audit committeesto ensure the
effective and efficient control and review of a company’ s administration, internal audit procedures, the preparation of

financial statements and the general disclosure of material information to investors and shareholders.
President’s Message, Stock Exchange of Thailand Code and Guiddlines, pp. iv-v.

[ There should be] a mechanism that Iends support to the Board in verifying compliance of the audit function, assuring
that internal and external audits are performed with the highest objectivity possible and that the financial information is
useful, trustworthy and accurate.

Mexico Code of Corporate Governance, Recommendation at 12-13.

Certain countries specifically recommend the size of an audit committee. In India, the minimum size recommended
is three members, asit isin Maaysia and the United Kingdom. Also, South Africa and India both emphasize the extra time
requirements demanded of audit committee members, and the importance of written terms of reference for this committee.
Malaysia also refers to the need for written terms of reference for audit and other board committees.
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Disclosure | ssues

Disclosure is an issue that is highly regulated under securities laws of many nations. However, there is room for
voluntary disclosure by companies beyond what is mandated by law. Most countries generally agree on the need for directors to
disclose their own relevant interests and to disclose financial performance in an annual report to shareholders. Generally thisis
required by law, but some guidelines and best practice documents address it as well. Similarly, even though directors are usually
subject to legal requirements concerning the accuracy of disclosed information, a number of codes from both developed and
devel oping nations describe the board’ s responsibility to disclose accurate information about the financia performance of the
company, as well asinformation about agenda items, prior to the annual general meeting of shareholders. Many codes also
itemize the issues reserved for shareholder decision at the AGM. Generally, guidelines and codes of best practice place heavy
emphasis on the financial reporting obligations of the board, as well as board oversight of the audit function. Again, thisis
because these are key to investor confidence and the integrity of markets. South Africalays out the key points that the directors
must comment on, whereas other countries do not go to this level of detail, but the distinction is not necessarily substantive since
disclosure tends to be heavily regulated in many nations through securities laws.

This brief review of the primary principles addressed by various guidelines and codes indicates that there is no
single agreed upon system of “good” governance. Each country has its own corporate culture, national personality and priorities.
Likewise, each company has its own history, culture, goals and business cycle maturity. All of these factors need to be taken into
consideration in crafting the optimal governance structure and practices for any country or any company. However, the influence
of international capital markets will likely lead to some convergence of governance practices.

Asregulatory barriers between national economies fall and global competition for capital increases, investment capital
will follow the path to those corporations that have adopted efficient gover nance standards, which include acceptable
accounting and disclosure standards, satisfactory investor protections and board practices designed to provide

independent, accountable oversight of managers.
Report to the OECD by the Business Sector Advisory Group on Corporate Governance (April 1998) (the Millstein Report).

This convergence is evident in the growing consensus in both developed and developing nations that board
structure and practice is key to providing corporate accountability -- of the management to the board and the board to the
shareholders -- in the governance paradigm.
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