	Corporate Governance Management

	Meaning 
	...

	 

	Corporate Governance refers to the manner in which a corporation is directed, and laws and customs affecting that direction. It includes the laws governing the formation of organisations, the bylaws established by the organisation itself, and the structure of the organisation. The Corporate Governance structure specifies the relations, and the distribution of rights and responsibilities, among primarily three groups of participants, viz. the Board of directors, managers, and shareholders. This system spells out the rules and procedures for making decisions on corporate affairs, it also provides the structure through which the company objectives are set, as well as the means of attaining and monitoring the performance of those objectives. The fundamental concern of Corporate Governance is to ensure the conditions whereby a organisation’s directors and managers act in the interests of the organisation and its shareholders, and to ensure the means by which managers are held accountable to capital providers for the use of assets. Issues of fiduciary duty and accountability are often discussed within the framework of Corporate Governance. 

	Corporate Governance principles and codes have been developed in different countries and issued from stock exchanges, corporations, institutional investors, or associations (institutes) of directors and managers with the support of governments and international organizations. As a rule, compliance with these Governance recommendations is not mandated by law, although the codes linked to stock exchange listing requirements may have a coercive effect. For example, companies quoted on the London and Toronto Stock Exchanges formally need not follow the recommendations of their respective national codes. However, they must disclose whether they follow the recommendations in those documents and, where not, they should provide explanations concerning divergent practices. Such disclosure requirements exert a significant pressure on listed companies for compliance. 

	In contrast, the guidelines issued by associations of directors, Corporate managers and individual companies tend to be wholly voluntary. Corporate Governance issues are receiving greater attention in both developed and developing countries as a result of the increasing recognition that an organisation’s Corporate Governance affects both its economic performance and its ability to access long-term, low-cost investment capital. 

	While Corporate Governance is a fairly recent issue, the concept itself is quite old. The underlying issue in Corporate Governance has fascinated man over the centuries-the exercise of power. It has been in existence since the time of large-scale trade, reflecting the need for responsibility in handling money and the conduct of commercial activities.

	Corporate Governance can be considered as the system by which companies are directed and controlled. It is a set of standards, which aims to improve the company's image, efficiency, effectiveness and social responsibility. The concept of Corporate Governance primarily hinges on complete transparency, integrity and accountability of the management, with an increasingly greater focus on investor protection and public interest. 

	As Sir Adrian Cadbury has observed: "Corporate Governance is concerned with holding the balance between economic and social goals and between individual and communal goals. The Governance framework is there to encourage the efficient use of resources and equally to require accountability for the stewardship of those resources. The aim is to align as nearly as possible the interests of individuals, corporations and society." 

	The basic objectives of Corporate Governance are 'enhancement of the long-term shareholder value while at the same time protecting the interests of other stakeholders'. From the company's perspective, the emerging consensus is that the purpose of high standards of Governance is to increase the firm's value, subject to meeting the corporation's financial and other legal or contractual obligations. This harmonizes the need for a company to strike a balance at all times between the need to enhance shareholders' wealth while not in any way being detrimental to the interests of the other stakeholders in the company; viz. suppliers, customers, creditors, bankers, employees of the company, the government and society at large. 

	From a public policy perspective, the purpose of Corporate Governance is to nurture the spirit of enterprise while ensuring accountability for the exercise of power and patronage by firms. The importance of Corporate Governance ultimately lies in its contribution both to business prosperity and to accountability. 

	Public companies are now among the most accountable organizations in society. They publish their results and audited accounts. They are also required to disclose much information about their operations, relationships, remuneration, etc. But the emphasis on accountability has tended to obscure a Board's first responsibility - to enhance the prosperity of the business over time. 

	In India, the Companies Act, 1956 was the principal legislation providing the formal structure for Corporate Governance. Apart from this, the Monopolies and Restrictive Trade Practices Act, 1969, Foreign Exchange Management Act, 1999, the Industries (Development and Regulation) Act, 1951 and other legislations also have a bearing on the Corporate Governance activities. Till May 1992, the office of the Controller of Capital Issues was the regulating authority for the Capital Market. Thereafter, the Securities and Exchange Board of India has assumed a primary role in this regard. 

	In India, whilst management processes were widely explored, till recently relatively little attention was paid to the processes by which companies were governed. The various aspects of this issue crept into India relatively recently after the report of the Cadbury Committee in the U.K in 1992, which evoked considerable interest from Indian companies. The Confederation of Indian Industries ( CII ) thereafter published a Desirable Code of Corporate Governance, which some companies voluntarily adopted. The issue has come into prominence more recently with the report of the Shri Kumar Mangalam Birla Committee set up by SEBI to suggest changes in the listing agreement to promote Corporate Governance. 

	SEBI considered and approved the recommendations of the committee in its meeting held on January 25, 2000 and the committee's report was made public. Based on the recommendations of the Committee and the feedback received, the Securities and Exchange Board of India has made certain provisions, with regard to Corporate Governance mandatory for listed companies by adding clause 49 to the listing agreement. Broadly, eight points on which provisions have been included are : 

	1. Board of Directors and its composition 
2. Audit Committee 
3. Remuneration of Directors 
4. Board Procedure 
5. Management Discussion and Analysis Report 
6. Shareholders/Investors Grievance Committee and other shareholders' issues 
7. Report on Corporate Governance 
8. Certificate of Compliance 

	The above amendments to the listing agreement were made implemented as per the following schedule:
         Within financial year 2001-2002,but not later than March 31, 2002 by all the entities which were listed, with paid up share capital of Rs. 10 crore and above, or networth of Rs 25 crore or more any time in the history of the company. 
         Within financial year 2002-2003,but not later than March 31, 2003 by all the entities which were listed, with paid up share capital of Rs 3 crore and above 
The listed companies in India need to follow the following compliances with regard to Corporate Governance. The requirements are divided into mandatory and non- mandatory requirements. 

	Following are the mandatory and non-mandatory requirements to be complied with by listed companies in India for ensuring good Corporate Governance

	Mandatory Compliances 
	TOP

	Clause 49

	To ensure good Corporate Governance in a listed company, SEBI has introduced clause 49 in the listing agreements, which lists the compliances required as follows:

	Board of Directors

	Composition of the Board of Directors

	Executive Directors and Non-Executive Directors
The listed companies shall have an optimum combination of executive and non-executive directors with not less than fifty percent of the Board of directors comprising of non-executive directors. 
Companies shall disclose all pecuniary relationship or transactions of the non-executive directors with the company in the Annual Report. 
Independent Directors
The number of independent directors would depend whether the Chairman is executive or non-executive. In case of a non-executive chairman, at least one-third of Board should comprise of independent directors and in case of an executive chairman, at least half of Board should comprise of independent directors. 
Who are Independent Directors:
'independent director' shall mean a non-executive director of the company who: 
a. apart from receiving director's remuneration, does not have any material pecuniary relationships or transactions with the company, its promoters, its directors, its senior management or its holding company, its subsidiaries and associates which may affect independence of the director; 
b. is not related to promoters or persons occupying management positions at the board level or at one level below the board; 
c. has not been an executive of the company in the immediately preceding three financial years; 
d. is not a partner or an executive or was not partner or an executive during the preceding three years, of any of the following: 
i) the statutory audit firm or the internal audit firm that is associated with the company, and ii) the legal firm(s) and consulting firm(s) that have a material association with the company. 
e. is not a material supplier, service provider or customer or a lessor or lessee of the company, which may affect independence of the director; and 
f. is not a substantial shareholder of the company i.e. owning two percent or more of the block of voting shares. Role of Independent Directors:

	Role of independent directors 
         Approve the overall strategy.
         Oversee the performance of management 
         Participate and take an independent stance on major decisions. 
         Provide an unbiased, independent, varied and experienced perspective to the board. 
         Deliberations of the board meetings 
         Bring to the Corporation their wide experience in finance, housing, management, accountancy, law, public policy, engineering and corporate strategy. 
Suggestive norms for good Corporate Governance with regard to the directorships in the company
         The company should clearly mention the maximum number of directors in the company.
         Age limit and retirement of directors should be clearly spelled out.
         There should be a balance with regards to the representative skills of directors, like leadership qualities, professionalism etc.
         Non Executive directors should be persons from professions having expertise in business, finance, law etc.

	Checklist suggested by the Institute of Company Secretaries of India

	-                      Verify the number of non-executive directors on the Board.
-                      Verify that the number of non-executive directors is not less than 50% of the total number of directors on the Board.
-                      Where the chairman of the Board is a non-executive director, verify that not les than one-third of the Board comprises of independent directors.
-                      Where the chairman of the Board is an executive director, verify that not less than half of the Board comprises independent directors.
-                      Examine letters/declarations, where such practice is followed, of each independent director which they are expected to give to the Board regarding transactions entered into by them which are not “material” and which in their opinion do not affect their independence.
-                      Verify contracts with companies and firms in which directors are interested.
-                      Verify if the person appointed as an independent director is or is not a supplier of goods or services, or customer of the company, regardless of the vaue of the goods sold, purchased or services provided, and regardless of compliance with the provisions of sections 297, 299 and 300 of the Act, with a view to determine independence of directors. In this respect rely on view of the Board as expressed in the minutes.
-                      Verify the concerned director does not hold two per cent or more of the block of voting shares.
-                      Verify if an alternate director has been appointed for a non-executive/independent director, the alternate director also fulfills the same criteria as of the original director in order for him to be treated as an independent director.
-                      Verify if the disqualification criteria applies at the time of appointment of an independent director and throughout the relevant period.

	Model Format for composition and category of directors as on…………

	Category
No. of Directors
Percentage of Board
Executive Directors
 
 
Non-Executive Directors
 
 
Independent Directors
 
 
Promoter
 
 
Nominee (Please mention the Institution represented as well as whether lender or equity investor)
 
 


	Fees/Compensation to Non Executive Directors

	         Fees including sitting fees
 
Fees/compensation, if any paid to non-executive directors, including independent directors, is fixed by the Board of Directors subject to the previous approval of shareholders in general meeting. 
 
· Stock Options to the Non Executive Directors 

 
The shareholders' resolution shall specify the limits for the maximum number of stock options that can be granted to non-executive directors, including independent directors, in any financial year and in aggregate.

	Checklist suggested by the Institute of Company Secretaries of India

	Verify from the minutes of the board meetings and general meetings
-                      If compensation paid to non-executive directors is fixed by the board and has been previously approved by shareholders in general meeting.
-                      If resolution passed by the shareholders in general meeting mentions the limits for the maximum number of stock options that can be granted to non-executive directors, including independent directors, in any financial year and in aggregate.

	Board Procedure and frequency of Board Meetings
	TOP

	Every listed company is required to have at least four Board meeting in a year, with a maximum time gap of three months between any two meetings.
 
Section 285 of the Companies Act, 1956 requires every company whether listed or unlisted to have at least 4 Board meetings in a year, i.e. 1 meeting in 1 quarter, thus if a company holds a Board meeting on Jan 1 then the next meeting can be held on 30 June. But listed companies need to hold the Board meetings with a maximum gap of 4 months between 2 meetings.
 
The requisite information to be placed before the Board meeting for a listed company is as follows:
 
· Annual operating plans and budgets and any updates. 

· Capital budgets and any updates. 
· Quarterly results for the company and its operating divisions or business segments. 
· Minutes of meetings of Audit Committee and other committees of the Board. 
· The information on recruitment and remuneration of senior officers just below the Board level, including appointment or removal of Chief Financial Officer and the Company Secretary. 
· Show cause, demand, prosecution notices and penalty notices which are materially important. 
· Fatal or serious accidents, dangerous occurrences, any material effluent or pollution problems. 
· Any material default in financial obligations to and by the company, or substantial non-payment for goods sold by the company. 
· Any issue, which involves possible public or product liability claims of substantial nature, including any judgement or order which, may have passed strictures on the conduct of the company or taken an adverse view regarding another enterprise that can have negative implications on the company. 
· Details of any joint venture or collaboration agreement. 
· Transactions that involve substantial payment towards goodwill, brand equity, or intellectual property. 
· Significant labour problems and their proposed solutions. Any significant development in Human Resources/ Industrial Relations front like signing of wage agreement, implementation of Voluntary Retirement Scheme etc. 
· Sale of material nature, of investments, subsidiaries, assets, which is not in normal course of business. 
· Quarterly details of foreign exchange exposures and the steps taken by management to limit the risks of adverse exchange rate movement, if material. 
· Non-compliance of any regulatory, statutory nature or listing requirements and shareholders service such as non-payment of dividend, delay in share transfer etc. 

	Checklist suggested by the Institute of Company Secretaries of India

	-                      Verify if four meetings of audit Committee have been held in the year.
-                      Verify that not more than four months have elapsed between two meetings of the audit committee.
-                      Verify requirements of quorum have been fulfilled.
-                      Ascertain that at least two out of the members present at the meeting of the Audit Committee, were independent directors.

	Model format for details of Board meetings held

	SL. No.
Dates of Board Meetings
Whether mandatory information required to be provided to the Board as per Annexure 1 to clause 49 of the listing agreement provided to each director(y/n)


	Membership of directors in various committees
	TOP

	· No director of the company shall be a member in more than 10 committees or act as Chairman of more than five committees across all companies in which he is a director. 
 
· Every director needs to inform the company about the committee positions he occupies in other companies and notify changes as and when they take place. 

	Checklist suggested by the Institute of Company Secretaries of India

	-                      Verify number of Board meetings held in the year.
-                      Verify time gap between two consecutive meetings.
-                      Verify the membership/chairmanship in other companies held by the directors of the listed company.
-                      Verify every director informs the company about the committee positions he occupies in other companies and intimates the company of the changes.
-                      Verify if the company has taken steps to place before the Board the compliance reports prepared by the company and steps taken by the company to cure any contravention, default or offence.

	Model format for memberships/chairmanships of committees in all companies held by each director as on…………….

	SL. No.
Name of Directors
Board Committee Membership or Chairmanship
 
 
Details of Board Committee Membership
Details of Board Committee Chairmanship
 
 
Sl. No.
Name of company
Name of committee
Sl. No.
Name of company
Name of committee
 

 

 

 

 

 

 

 



	Code of Conduct

	The Board of Directors shall lay down a code of conduct for all Board members and senior management of the company. The code of conduct shall be posted on the website of the company. 
All Board members and senior management personnel shall affirm compliance with the code on an annual basis. The Annual Report of the company shall contain a declaration to this effect signed by the CEO. 
senior management: Personnel of the company who are members of its core management team excluding Board of Directors. Normally, this would comprise all members of management one level below the executive directors, including all functional heads. 

	Checklist suggested by the Institute of Company Secretaries of India

	-                      Verify a code of conduct exist for all Board member and senior management of the company and that such code has been adopted by the Board.
-                      Check if the code of conduct is place on the website of the company.
-                      Verify from the declaration of the CEO that all Board members and senior management personnel have affirmed compliance with the code on an annual basis.
-                      Check that the annual report of the company contains a declaration to the above effect and has been signed by the CEO.

	Audit Committee
	TOP

	Public Companies: Public companies on which clause 49 is not applicable but provisions of Section 292A of the Companies Act, 1956 are applicable with regards to Audit Committee
As per Clause 49, Audit Committee has a critical role to play in ensuring the shareholders that the auditors are in a position to safeguard their interest.

	Applicability

	Listed Companies

	Clause 49 stipulates that the Board shall set up a qualified and independent Audit Committee. If the company has set up an Audit Committee pursuant to provision of the Companies Act, 1956 the company shall have such additional functions / features as is contained in the Listing Agreement to comply with the listing agreement.

	Public Companies

	Every public company having paid-up capital of rupees 5 crore or more shall constitute a committee of the Board to be knows as Audit Committee.
 

In case the Audit Committee has been constituted as per requirements of section 292A of the Companies Act, 1956 and in terms of the requirements of clause 49-II of listing Agreement, it would have to additionally meet the requirements of sub-clause II of Clause 49 of Listing Agreement.

	Composition  

	Listed Companies:

	Minimum three members, with two-third of them being independent, and at least one director having financial and accounting knowledge 
         Chairman
The chairman of the committee shall be an independent director. The chairman shall be present at Annual General Meeting to answer   shareholder queries; 
         Secretary
The Company Secretary of the company shall act as the secretary of the Audit Committee.

	Public Companies

	The committee shall consist of at least three directors and such number of other directors as the Board may determine. Two-thirds of the total number of members of the committee shall be directors other than managing or whole time directors. 
 
The Annual Report of the company shall disclose the composition of the Audit Committee.
 
· Chairman 

     Members of the committee shall elect a chairman from amongst themselves. 

	Meetings of Audit Committee

	 Frequency

	Listed Companies
         The Audit Committee shall meet at least four times in a financial year with a maximum gap of four months between two meetings.  
As a matter of good Corporate Governance the Institute of Company Secretaries of India suggests that, the meetings can be held as follows:
         One meeting can be held during April to September
         One meeting can be held during April to September before finalization of the accounts of the previous financial year.
         One meeting can be held during October to March.

	Quorum

	Listed Companies

	Two members or one third of the members of the Audit Committee, whichever is higher and minimum of two independent directors. 

	Public Companies

	Section 292A of the Companies Act, 1956 does not specifically provide the quorum required for the meetings of the Audit Committee. Thus in absence it may be construed that all the members of the committee shall be present at the meeting of the committee.

	Conduct

	Listed Companies

	         The Audit Committee should invite such executives, as it considered to be appropriate to be present at the meetings of the committee, but on certain occasions it may also meet without the presence of any executives of the company. 
         The finance director, head of internal audit and when required, a representative of the external auditor shall be present as invitees for the meetings of the Audit Committee; 

	Public Companies

	The auditors, the internal auditor, if any, and the director-in charge of finance shall attend and participate at meetings of the Audit Committee but shall not have the right to vote.

	Model format for attendance of members at Audit Committee meetings held during the financial year………

	Sl. No. 
Dates of meeting
Number of directors who attended the meetings
Name of directors who attended the meetings
 
 
 
 
 
 
 
 


	Powers, Functions and Roles of Audit Committee

	Listed Companies
Powers 
         To investigate any activity within its terms of reference. 
         To seek information from any employee. 
         To obtain outside legal or other professional advice. 
         To secure attendance of outsiders with relevant expertise, if it considers necessary. 
Role of Audit Committee
The role of the audit committee shall include the following: 
1. Oversight of the company's financial reporting process and the disclosure of its financial information to ensure that the financial statement is correct, sufficient and credible. 
2. Recommending to the Board, the appointment, re-appointment and, if required, the replacement or removal of the statutory auditor and the fixation of audit fees. 
3. Approval of payment to statutory auditors for any other services rendered by the statutory auditors. 
4. Reviewing, with the management, the annual financial statements before submission to the board for approval, with particular reference to: 
a. Matters required to be included in the Director’s Responsibility Statement to be included in the Board's report interims of clause (2AA) of section 217 of the Companies Act, 1956 
b. Changes, if any, in accounting policies and practices and reasons for the same 
c. Major accounting entries involving estimates based on the exercise of judgment by management 
d. Significant adjustments made in the financial statements arising out of audit findings 
e. Compliance with listing and other legal requirements relating to financial statements 
f. Disclosure of any related party transactions 
g. Qualifications in the draft audit report. 
5. Reviewing, with the management, the quarterly financial statements before submission to the board for approval 
6. Reviewing, with the management, performance of statutory and internal auditors, adequacy of the internal control systems. 
7. Reviewing the adequacy of internal audit function, if any, including the structure of the internal audit department, staffing and seniority of the official heading the department, reporting structure coverage and frequency of internal audit. 
8. Discussion with internal auditors any significant findings and follow up there on. 
9. Reviewing the findings of any internal investigations by the internal auditors into matters where there is suspected fraud or irregularity or a failure of internal control systems of a material nature and reporting the matter to the board. 
10. Discussion with statutory auditors before the audit commences, about the nature and scope of audit as well as post-audit discussion to ascertain any area of concern. 
11. To look into the reasons for substantial defaults in the payment to the depositors, debenture holders, shareholders (in case of non payment of declared dividends) and creditors. 
12. To review the functioning of the Whistle Blower mechanism, incase the same is existing. 
13. Carrying out any other function as is mentioned in the terms of reference of the Audit Committee. 

	Review of information by Audit Committee 

	The Audit Committee shall mandatory review the following information: 
1. Management discussion and analysis of financial condition and results of operations; 
2. Statement of significant related party transactions (as defined by the audit committee), submitted by management; 
3. Management letters / letters of internal control weaknesses issued by the statutory auditors; 
4. Internal audit reports relating to internal control weaknesses; and 
5. The appointment, removal and terms of remuneration of the Chief internal auditor shall be subject to review by the Audit Committee 

	Checklist suggested by the Institute of Company Secretaries of India

	-                      Verify that the management has place before the Audit committee statement of funds utilized for purpose other than disclosed to the Audit committee the uses/applications of funds by major category (capital expenditure, sales and marketing, working capital, etc) on a quarterly basis as a part of their quarterly declaration of financial results.
-                      Verify from the agenda/minutes whether the company has placed before the Audit committee if the funds have been used for the purposes other than those stated in the notice/offer document/prospectus.
-                      Ascertain whether statement of utilization of funds is certified by the auditors.
-                      Ascertain from the minutes of the audit/committee meetings whether the audit committee has made any recommendations to the Board to take adequate steps in the matter.

	Public Companies

	Powers:

	         Power to give recommendations
 
The recommendations of the Audit Committee, constituted in terms of section 292A of the Companies Act, 1956 on any matter relating to financial management including the Audit Report, shall be binding on the Board.
 
In case the Board does not accept the recommendations of the Audit Committee, it shall record the reasons therefore. These reasons should be communicated to the shareholders.
 
 
         Power to investigate matters
 
The Audit Committee, constituted in accordance with section 292A of the Companies Act, shall have authority to investigate into any matter in relation to the items specified in the said section 292A or referred to it by the Board. The committee shall have full access to information contained in the records of the company and can seek external professional advice, if necessary.
 
 
Functions:
 
Every Audit Committee constituted under Section 292A(1) of the Companies Act, 1956 shall act in accordance with terms of reference to be specified in writing by the Board. Further, the Audit Committee should have periodic discussions with the auditors about the following:
 
(i)                 Internal control systems.
(ii)               The scope of audit including the observations of the auditors.
 
In addition, before submitting its report to the Board, the Audit Committee should review the half-yearly and annual financial statements and also ensure compliance of internal control systems.

	Default

	If a default is made in complying with the provisions of section 292A of the Companies Act, 1956, the company and every officer who is in default, shall be punishable with imprisonment for a term which may extend to one year, or with fine which may extend to fifty thousand rupees or with both.

	Checklist suggested by the Institute of Company Secretaries of India

	-                      Verify if the company has set up an Audit Committee and the committee so constituted has at least three directors as members with the company secretary appointed as secretary to the committee.
-                      Ascertain that 2/3rd of the members of the committee are independent directors.
-                      Verify that members of the Audit committee are financially literate and at least one member has accounting or related financial management expertise.
-                      Ascertain that chairman of the committee is an independent director.
-                      Ascertain that chairman of the committee is an independent director.
-                      Ascertain that chairman of the Audit Committee attended the annual general meeting and if not, the reasons thereof have been recorded
-                      Verify the Audit committee has been given powers stipulated in the clause.
-                      Verify if additional powers have been given to the committee
-                      Ascertain if the role assigned to it within the terms of reference has been carried out.
-                      Ascertain that the minutes of the audit committee were placed in the subsequent Board Meeting for its consideration.

	Model format for details of Audit Committee for the financial year ended……..

	Total no. of members
 
Whether the chairman is an Independent director (y/n)
 
Whether the chairman attended last AGM to answer shareholder queries(y/n)
 
Details of other invitees who were invited to attend the Audit Committee meeting along with details of the meeting 
 
Whether the company secretary acts as secretary to the committee(y/n)
 
No. of members who are non executive directors
 
No. of members who are Independent directors
 
Detail of director having financial and accounting knowledge
 


	Comparison of provisions related to Audit Committee in Clause 49 of the Listing agreement and Section 292A of the Companies Act, 1956 as suggested by the Institute of Chartered Accountants of India

	Clause 49 of 
the Listing Agreement 
Section 292A of 
the Companies Act, 1956 
Application for Listing

 
All entities seeking listing for the first time are required to set up an Audit Committee at the time of listing. 

All existing listed entities with a paid-up capital of Rs.3 crore and above are required to set up an Audit Committee in a phased manner as per schedule of implementation specified in Clause 49. 
 
 
 Every public company having paid-up capital of not less five crore of rupees shall constitute an Audit Committee 
Composition 

 
The Audit Committee shall have minimum three members, all being non-executive directors, with the majority of them being independent, and with at least one director having financial and accounting knowledge. 
 
 
 
The Audit Committee shall have minimum three directors of which two-third of the total number of such directors shall be directors other than managing or whole-time directors. 
Chairman

 
The chairman of the Audit Committee shall be an “independent” director. 
 
 
The members of the Audit Committee shall elect a chairman from amongst themselves. 
Attendance of Auditor

 
A representative of the external auditor, when required shall be present as an invitee for the meetings of the Audit Committee. 
 
 
 
The Auditors shall attend and participate at meetings of the Audit Committee. 


	

	Subsidiary Companies
	TOP

	         At least one independent director on the Board of Directors of the holding company shall be a director on the Board of Directors of a material non listed Indian subsidiary company. 
         The Audit Committee of the listed holding company shall also review the financial statements, in particular, the investments made by the unlisted subsidiary company. 
         The minutes of the Board meetings of the unlisted subsidiary company shall be placed at the Board meeting of the listed holding company. The management should periodically bring to the attention of the Board of Directors of the listed holding company, a statement of all significant transactions and arrangements entered into by the unlisted subsidiary company. 

	"Material non-listed Indian subsidiary": An unlisted subsidiary, incorporated in India, whose turnover or net worth (i.e. paid up capital and free reserves) exceeds 20% of the consolidated turnover or net worth respectively, of the listed holding company and its subsidiaries in the immediately preceding accounting year. 

	"Significant transaction or arrangement": Any individual transaction or arrangement that exceeds or is likely to exceed 10% of the total revenues or total expenses or total assets or total liabilities, as the case may be, of the material unlisted subsidiary for the immediately preceding accounting year. 

	Disclosures

	         Basis of related party transactions 
A statement in summary form of transactions with related parties in the ordinary course of business shall be placed periodically before the audit committee. 
Details of material individual transactions with related parties which are not in the normal course of business shall be placed before the audit committee. 
Details of material individual transactions with related parties or others, which are not on an arm's length basis should be placed before the audit committee, together with Management's justification for the same. 
         Disclosure of Accounting Treatment 
In case of any difference in the preparation of financial statements, a treatment different from that prescribed in an Accounting Standard has been followed, the fact shall be disclosed in the financial statements, together with the management's explanation as to why it believes such alternative treatment is more representative of the true and fair view of the underlying business transaction in the Corporate Governance Report. 
         Board Disclosures - Risk management 
The company shall lay down procedures to inform Board members about the risk assessment and minimization procedures. These procedures shall be periodically reviewed to ensure that executive management controls risk through means of a properly defined framework. 
         Proceeds from public issues, rights issues, preferential issues etc. 
When money is raised through an issue (public issues, rightsissues, preferential issues etc.), the Board shall disclose to the Audit Committee, the uses / applications of funds by major category (capital expenditure, sales and marketing, working capital, etc), on a quarterly basis as a part of their quarterly declaration of financial results. Further, on an annual basis, the company shall prepare a statement of funds utilized for purposes other than those stated in the offer document/prospectus/notice and place it before the audit committee. Such disclosure shall be made only till such time that the full money raised through the issue has been fully spent. This statement shall be certified by the statutory auditors of the company. The audit committee shall make appropriate recommendations to the Board to take up steps in this matter. 

	Remuneration to directors
	TOP

	In terms of section 309(1) of the Companies Act, 1956, the remuneration payable both to executive as well as non-executive directors is required to be determined by the Board unless the articles of association provide that it shall be decided either by the articles of the company or by a resolution or if the articles so required, by a special resolution, passed by the company in as general meeting.
All pecuniary relationship or transactions of the non-executive directors with the company shall be disclosed in the Annual Report. 
Te following disclosures on the remuneration of directors shall be made in the section on the corporate governance of the Annual Report: 
· All elements of remuneration package of all the directors (i.e., salary, benefits, bonuses, stock options, pension, etc.). 

· Details of fixed component and performance-linked incentives along with performance criteria. 

· Service contracts, notice period, severance fees. 

· Stock option details, if any, and whether issued at a discount as well as the period over which accrued and over which exercisable. 

 
Such disclosures are to be made in complying with the requirement of Schedule VI to the Companies Act, 1956 also, which requires disclosure of directors’ remuneration and computation of net profits for that purpose.

	Checklist suggested by the Institute of Company Secretaries of India

	-                      Verify from the minutes of the Board meetings and general meetings
-                      If compensation paid to non-executive directors is fixed by the Board and has been previously approved by shareholders in general meeting.
-                      If resolution passed by the shareholders in general meeting mentions the limits for the maximum number of stock options that can be granted to non-executive directors, including independent directors, in any financial year and in aggregate.
-                      Verify that all pecuniary relationship or transactions of non-executive director vis-à-vis the company have been disclosed in the annual report.
-                      Verify that there are specific disclosures on the remuneration of the directors.
-                      Verify if the company has published is criteria of making payments to non-executive directors in its annual report or has referred to the fact that such information has been placed on the company’s website.
-                      Verify that prior to his appointment, as non-executive director has disclosed his/her shareholding (both own and held by / for other persons on a beneficial basis) in the company in which he is proposed to be appointed as director.
-                      Verify that the individual holding of shares/convertible instruments of the non-executive directors have been disclosed in the annual report.

	Management 
	TOP

	Every listed company shall prepare as part of the directors' report or as an addition there to, a Management Discussion and Analysis report to form a part of the Annual Report to the shareholders. 
Matters discussed in the report
         Industry structure and developments.
         Opportunities and Threats. 
         Segment-wise or product-wise performance. 
         Outlook 
         Risks and concerns. 
         Internal control systems and their adequacy. 
         Discussion on financial performance with respect to operational performance. 
         Material developments in Human Resources / Industrial Relations front, including number of people employed. 
The Accounting Standard 17 Segment Reporting (AS-17) has been made mandatory by the Institute of Chartered Accountants of India in respect of accounting periods commencing on or after 1.4.2001
 
Checklist suggested by the Institute of Company Secretaries of India
 
-                      Verify that “management discussion and analysis” forms part of the director’s report to the shareholders.
-                      Check that the aforesaid report includes discussion on the matters specified within the limits set by company’s competitive position.
-                      Verify that necessary disclosures have been made to the Board 
 
Model format for information to be given in Management Discussion and Analysis Report

	Industry structure and Development
Opportunities and Threats
Segment-wise or product-wise performance
Outlook
Risks and concerns
Internal control systems and their adequacy
Discussion on Financial Performance with respect to operational performance
Material Developments in human resources/industrial relations front, including number of people employed


	Disclosure to Shareholders
	TOP

	The company shall provide the following information to the shareholders in case of the appointment of a new director or re-appointment of a director: 
         A brief resume of the director
         Nature of his expertise in specific functional areas.
         Names of companies in which the person also holds the directorship and the membership of Committees of the Board. 
The company shall the following information on its web site so as to enable the stock exchange on which the company is listed to put it on its own web-site 
         Quarterly results
         Presentation made by companies to analysts.

	Shareholders/Investors Grievance Committee
	TOP

	A Board committee shall be formed under the chairmanship of a non-executive director to specifically look into the redressing of shareholder and investors complaints like transfer of shares, non-receipt of balance sheet, non-receipt of declared dividends etc. 

	Delegation of the power of share transfer to an officer or a committee or to the registrar and share transfer agents

	To expedite the process of share transfers the Board of the company shall delegate the power of share transfer to an officer or a committee or to the registrar and share transfer agents. The delegated authority shall attend to share transfer formalities at least once in a fortnight. 

	Model format for details of material posted on website during the financial year……………

	SL. No.
Website address, of the company displaying information like quarterly results, presentations made to the analysts
Names of stock exchanges with their website address on which company was listed.
Names and website address of the stock exchanges/Regulatory bodies on which information provided by the company was displayed
 
 
 
 
 
 
 
 


	Model format for status of complaints as on………….

	Particulars
No. of complaints received from shareholder/investors in the fin yr.
No. of complaints redressed in the fin. Yr.
Transfer of shares
 
 
Non-receipt of balance sheet
 
 
Non-receipt of dividend
 
 
Any other complaint
 
 
 
 
 


	Checklist suggested by the Institute of Company Secretaries of India

	-                      Verify that the disclosures specified have been made.
-                      Verify that the quarterly results and presentations made to analysts have been put on the website of the company.
-                      Verify from the correspondence made with the stock exchanges that such information has bee n sent to the stock exchange.
-                      Verify if a shareholders/investors Grievance committee has been constituted and ascertain the terms of reference of the committee.
-                      Verify that the chairman of the shareholders grievance committee is a non-executive director.
-                      Verify if the Board has delegated the powers of share transfer to an officer or a committee or to the registrar and share transfer agents and if any such delegation has been made, verify whether such committee attends to share transfer formalities at least once in a fortnight.

	CEO/CFO certification 

	The CEO, i.e. the Managing Director or Manager appointed in terms of the Companies Act, 1956 and the CFO i.e. the whole-time Finance Director or any other person heading the finance function discharging that function shall certify to the Board that: 
         They have reviewed financial statements and the cash flow statement for the year and that to the best of their knowledge and belief 
         These statements do not contain any materially untrue statement or omit any material fact or contain statements that might be misleading; 
         These statements together present a true and Fairview of the company's affairs and are in compliance with existing accounting standards, applicable laws and regulations. 
         There are, to the best of their knowledge and belief, no transactions entered into by the company during the year are fraudulent, illegal or violative of the company's code of conduct. 
         They accept responsibility for establishing and maintaining internal controls and that they have evaluated the effectiveness of the internal control systems of the company and they have disclosed to the auditors and the Audit Committee, efficiencies in the designer operation of internal controls, if any, of which they are aware and the steps they have taken or propose to take to rectify these deficiencies. 
         They have indicated to the auditors and the Audit committee 
(i) significant changes in internal control during the year; 
(ii) significant changes in accounting policies during the year and that the same have been disclosed in the notes to the financial statements; and 
(iii)              instances of significant fraud of which they have become aware and the involvement therein, if any, of the management or an employee having a significant role in the company's internal control system 

	Checklist suggested by the Institute of Company Secretaries of India

	-Verify in the absence of the Whole Time Finance Director, if any person has been delegated as CFO by the Board for the purpose of certifying this clause with CEO.
-Verify whether the CEO or Managing Director or Manager and Whole Time Finance Director or in the absence of the whole time finance director the CFO or any other person designated as CGO have certified to the Board the prescribed requirements
-Verify whether the required certificate has been placed before the Board by the concerned persons.
-Verify whether the certificate certifies that the matters as prescribed have been certified with the relevant documents such as the internal audit reports, the Audited Balance Sheet and Profit and Loss Account together with the schedule and notes thereon.

	Disclosures by the management to the Board of Directors
	TOP

	The management needs to discuss all material financial and commercial transactions to the Board of Directors, where the management has personal interest, that may have a potential conflict with the interest of the company at large (for e.g. dealing in company shares, commercial dealings with bodies, which have shareholding of management and their relatives etc.) 

	Model format for providing information by management to the Board about their material financial and commercial transactions during the financial year ended…….

	SL no.
names of interested parties
Nature of personal interest
Details of financial and commercial transaction
Date of transaction
Amount involved
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


	Report on Corporate Governance & it's compliances

	Separate Section on Corporate Governance in Annual Report

	There shall be a separate section on Corporate Governance in the Annual Reports of company, with a detailed compliance report on Corporate Governance. Non-compliance of any mandatory requirement and reasons thereof and the extent to which the non-mandatory requirements have been adopted.

	Issue of Compliance Certificate
	TOP

	           1.  Quarterly Compliance Report 

    2.  Certificate on Compliance of conditions of Corporate Governance
 

	Quarterly Compliance Report

	Who shall issue the certificate?
 
The certificate shall be issued and signed by the Compliance Officer or the CEO of company.

	When shall the certificate be filed?
 
The report shall be submitted within 15 days from the end of the quarter.
 
To whom shall the report be filed?
 
The report shall be filed to the Stock Exchanges where the company is listed.

	Certificate on Compliance of conditions of Corporate Governance

	Who shall issue the certificate?

	The company shall obtain the certificate from the auditors of the company or practicing Company Secretaries 

	To whom shall the certificate be file/ sent?

	· All the shareholders of the company 

· Stock Exchanges where the company is listed 

	When shall the certificate be filed?

	         The certificate shall be filed annually by annexing with the Directors’ Report, which is sent annually to all the shareholders of the company
 
· The certificate shall also be filed to the Stock Exchange along with the annual returns filed by the company. 

	Checklist suggested by the Institute of Company Secretaries of India

	-                      Verify whether the company submitted a quarterly compliance report in the prescribed format to every stock exchange on which the company’s securities, within 15 days from the close of the quarter.
-                      Verify that the report has been signed by either the Compliance Officer or the Chief Executive Officer of the company.
-                      Verify if the report contains a separate section on Corporate Governance with a detailed compliance report on Corporate Governance.
-                      Verify if the report on Corporate Governance includes the suggested list of items as specified in Annexure 1C of Clause 49.
-                      Verify that in case of any non-compliance of mandatory requirements the necessary disclosure in this regard has been highlighted in the report.
-                      Verify if the company has complied with any of the non-mandatory requirements specified in Annexure 1D of Clause 49 and if yes, that the same has been disclosed in the Report.

	Sarbanes-Oxley Act, 2002

	Companies in India, whose shares are listed on U.S. Stock Exchanges need to comply with certain additional compliances in accordance the provisions as follows:

	1.                  Financial statements filed with the SEC needs to be certified by the CEO and CFO. The certification must state that the financial statements and disclosures fully comply with provisions of the Securities Exchange Act and that they fairly present in all material respects the operations and financial condition of the issuer.
2.                  Each financial report required to be prepared in accordance with GAAP, shall reflect all material correcting adjustments, which have been identified by a registered accounting firm.
3.                  Each issuer has to disclose whether it has adopted a code of ethics for its senior financial officers and the contents of the code.
4.                  Disclosure of transactions by Directors, Officers and 10% shareholders has to be done immediately.
5.                  Ensuring that auditors of the company are not providing any other prohibited non-audit services to the company.
6.                  To ensure that CEO, CFO, CAO or any other equivalent person was not employed with the audit firm and not participated in any capacity in the audit of the issuer during one year period preceding the audit.
7.                  The financial report to disclose all material off balance sheet transactions and other relationships with unconsolidated entities.
8.                  To ensure that there are no personal loans/credits extended by the company to its directors or executives which are prohibited.
9.                  A report on management assessment of internal control to be included in Annual Report.
 

	Non-Mandatory Compliances 

	Board
	TOP

	It should be clearly specified as to whether or not there is a non-executive Chairman. In case of a non-executive chairman, at least one-third of the Board should consist of independent directors. It is desirable that detailed disclosure should be made about the Chairman and the independent directors and other directors. The other disclosures to be made in the case of a non-executive Chairman are as follows:

 
(i)                 Whether or not the office of the non-executive Chairman is maintained at the company’s expense.
(ii)               Whether or not the company reimburses expenses incurred by the non-executive Chairman in the performance of his duties.

	Remuneration committee
	TOP

	Objectives of the Remuneration committee

	The objectives of the Remuneration committee are to recommend to the Board the remuneration package of the executive directors including pension rights and compensation payment, if any.

 
The Board of Directors shall decide the remuneration of non-executive directors.

	Constitution

	A Remuneration Committee should be set up by the Board to determine the company’s policy on specific remuneration packages for Executive-directors including pension rights and any compensation payment.

	Chairman

	· The chairman of the committee should be an independent director. 

 
         The chairman of the Remuneration Committee should be present at the Annual General Meeting to answer the shareholder queries, if the chairman of the meeting so desires.

 

· The objective of the presence of chairman of Remuneration Committee at Annual General Meeting is to facilitate the answering of shareholders’ queries on remuneration fixed by the Board and the factors considered in recommending the fixation of such remuneration. 

	Composition

	         The remuneration committee should comprise of at least three Directors, all of whom should be Non-Executive Directors. 

 
· Names of non-executive directors constituting the Remuneration Committees should be clearly disclosed. 
 
· Name of the independent director should also be disclosed indicating that he is an independent director. 

	Attendance 

	All the members of Remuneration committee should be present at the meeting of the Committee.

	Disclosure with regard to Remuneration for Executive Directors

	Following disclosures on remuneration of Executive directors should be made:
                     All elements of remuneration package i.e. salary, benefits, bonuses, stock options, pensions etc.
                     Fixed component of salary in addition to performance-linked incentives along with performance criteria.
                     Service contracts, notice period and severance fee
                     Stock option details and whether it has been issued at a discount, the period over which it accrued and over which it is exercisable.

	Shareholders’ rights
	TOP

	Declaration of financial performance including summary of the significant events in last six months should be sent to each household of shareholders for following reasons: 
(i)                 All shareholders may not have access to the website of the company         
(ii)               All Shareholders may not subscribe to the particular newspaper in which half-yearly results are published.
 
            The company should also disclose in the Report on Corporate Governance whether it has sent to each household of shareholders half-yearly report on financial performance including summary of the significant events occurred in the last six months.

	Training of Board Members
	TOP

	A company may train its Board members in the business model of the company as well as the risk profile of the business parameters of the company, their responsibilities as directors, and the best ways to discharge them. 

	Mechanism for evaluating non-executive Board Members

	The performance evaluation of non-executive directors could be done by a peer group comprising the entire Board of Directors, excluding the director being evaluated; and Peer Group evaluation could be the mechanism to determine whether to extend / continue the terms of appointment of non-executive directors. 

	Whistle Blower Policy
	TOP

	The company may establish a mechanism for employees to report to the management concerns about unethical behaviour, actual or suspected fraud or violation of the company's code of conduct or ethics policy. This mechanism could also provide for adequate safeguards against victimization of employees who avail of the mechanism and also provide for direct access to the Chairman of the Audit committee in exceptional cases. Once established, the existence of the mechanism may be appropriately communicated within the organization. 

	CORPORATE GOVERNANCE AUDIT

	 

 
The following checklist contains the salient features of Corporate Governance audit 
 
 
Aspect to be noted 
How to verify / Some Notable Points 
1.       
CORPORATE GOVERNANCE THE KEY ELEMENTS  
The key elements of corporate governance must involve the issues like the followings:
                   Clear definition of the power reserved to the full board, such that the chief Executive cannot enter into commitments which the board virtually has to ratify later.
                   Whether the directors have full information about the current state of the business, the people in the business and to legal advice.
                   Composition of committees and role of non-executive directors in them.
                   Manner in which the remuneration of the main executives, including the Chief Executive and the non-executive decided.
                   Matching of resources with requirements.
                   Succession planning, etc.     
2.       
DISCLOSURE REQUIREMENTS – THE BASIC
1. The corporate governance audit is normally done on the basis of disclosure requirements as may be made by various laws. 

2. The scope of disclosure is very much limited to the mandatory requirements of the followings: 

                   Listing agreements, (clause 49 of the listing agreement)
                   Companies Act,
                   SEBI guidelines,
                   SEC guidelines,
                   Foreign Corrupt practices Act
                   Sarbanes Oxley Act of US, etc. 
                   The recommendations of various committees with regard to other disclosure issued from time to time such as the followings: 
         The Cadbury Committee in UK on corporate Governance,
         Kumar Manglam Birla Committee in India on corporate Governance,
         The Sunshine Standards for Corporate Reporting to stakeholders, etc.
3.       
COMPOSITION OF DIRECTORS 
         Verify whether the number of independent directors has been duly specified.
          Verify whether the Board comprises at least fifty per cent or more independent directors at one third or more if the chairman is non-executive. (As per new clause 49, at least 1/3 in case of Non-Executive Chairman and at least ½ in case of Executive Chairman, should be independent. Also note that for this purpose, the nominee director of Fis shall be considered as independent director as per new clause 49. However, under the Companies (Amendment) Bill, 2003, they are not independent directors.)
          Verify whether any or some of the directors are relatives to each other. ( Under the new Clause 40 of Listing Agreement, an independent director should not be related to promoters or management at the Board level or at one level below the board.)
          Verify whether any professional acts as directors on the Board.
          Verify whether the details of nominee directors are given including the name of institution(s) represented.
          Also verify whether there is complete disclosure of the pecuniary relationship or transaction on non-executive directors vis-à-vis the company in the annual report.
4.       
BOARD PROCEDURES 
          Verify whether the Board Meetings are held properly.
          Verify whether all directors attend the board meetings.
          Verify whether the time difference between any two board meetings exceeded four months.
5.       
INFORMATION NEEDS OF THE BOARD
Verify whether the Board is made available by all the requisite information. The followings are the important information, which may be needed by the Board. 
           Annual operating plans and budgets and any updates
           Capital Budgets and any updates.
           Quarterly results for Company and its operating divisions and business segments.
           Show cause, demand, prosecutions notices and penalties notices, which are materially important.
           Minutes of meeting of audit committee and other committee of Board.
           The information on recruitment, removal and remuneration of senior officers.
           Fatal or senior accidents, dangerous occurrences, any material effluent or pollution problems.
           Any material default in financial obligations to and by the Company, or substantial non-payment for goods sold by the Company.
           Any issue, which involves possible public or product liability claims of substantial nature, including any judgement or order which, may have passed strictures on the conduct of the company or taken an adverse view regarding another enterprise that can negative implications on the Company.
           Details of any joint ventures or collaboration agreement.
           Transaction involving substantial payment towards goodwill, brand equity, or intellectual property.
           Significant labour problems and their proposed solutions.
           Significant development in HR/ Industrial relation’s front like singing of wage agreement, implementation of Voluntary Retirement Scheme, etc.
           Sale of material nature, or investments, subsidiaries, assets, which is not in the normal course of business.
           Quarterly details of foreign exchange exposure and the steps taken by management to limit the risks of adverse exchange rate movement, if material.
           Non-compliance of any regulatory, statutory nature or listing requirements and shareholders service such as non-payments and shareholders service such as non-payment of dividend, delay in share transfer, etc.          
6.       
APPOINTMENT OF NEW DIRECTOR
           Verify whether the brief resume of new directors is disclosed.
           Verify whether his expertise in specific functional area is explained.
           Verify whether his other directorship and members of committee of Board provided.
7.       
AUDIT COMMITTEE
           Verify whether the audit committee is comprising of minimum of three Non-Executive Directors.
           Verify whether majority of the members of the committee are independent directors.
           Verify whether at least one member has financial and accounting knowledge. (However, w.e.f. 31st March 2004, under the New Clause 40 of Listing Agreement, all members of Audit Committee shall be financially literate and at least one members of Audit Committee shall have accounting or related financial management expertise.)
           Verify whether the chairman of the committee is an independent director.
           Verify whether the terms of reference, name of members and name of chairman meeting is disclosed in Annual report.
           Verify whether the dates of meeting during the year provided.
           Verify whether minimum three meetings held during the year.
           Verify whether one meeting was held before the finalization of account.
           Verify whether the gap between any two meetings exceeded 6 months.
           Verify whether the Company Secretary is the Secretary of Committee ex-officer.
           Verify the head of financial functions was present at the meetings.
8.       
FUNCTIONS OF AUDIT COMMITTEE
Ve4rify whether the following functions are duly discharged by the audit committee:
           To ensure that the financial statement prepared by the company is correct, sufficient and credible.
           To recommended the appointment/ removal of external auditors.
           To fix the audit fee or any other payment, payable to auditors.
           To review with management the annual financial statement before submission to Board.
           To review the adequacy of internal control systems with management, external and internal auditors.
           To review the Company’s financial and risk management policies.
           To look into reasons of substantial default in the payment to depositors, debentiure holders, shareholders and creditors.
9.       
REMUNERATION COMMITTEE
           Verify whether committee of directors comprising minimum three non-executive independent directors approves remuneration of directors.
           Verify whether the chairman of the committee is an independent director.
           Verify whether all the members present at the meeting.
           Verify whether the terms of reference, name of members and name of Chairman of meeting is disclosed in Annual Report.
           Verify whether all the remuneration of directors have been disclosed in details in annual report including the components such as perks, incentives, stock option, etc.
10.   
SHAREHOLDERS’ COMMITTEE/ INVESTORS’ GRIEVANCE COMMITTEE
           Verify whether a non-executive director heads the committee.
           Verify whether an officer is designated as compliance officer to the committee.
           Verify whether total numbers of investors complaints received so far are provided.
           Verify whether the number of complaints not solved is provided.
           Verify whether the number of complaints not solved is provided.
           Verify whether the procedure of postal ballots is duly disclosed.
 
11.   
PREVIOUS GENERAL MEETINGS AND POSTAL BALLOTS
           Verify whether the location, time and place of at least 3 AGMs are disclosed.
           Verify whether any resolution was put through postal ballots.
           Verify whether any proposal disclosed for using postal ballots system in future.
           Verify whether the procedure of postal ballots is duly disclosed.
12.   
MANAGEMENT DISCUSSIONS AND ANALYSIS REPORT 
           Verify whether In addition to the director’s report there has been a management discussion and analysis report.
           Verify whether the report on the discussion of management and the analysis comment on the followings:
       Opportunities and threats
       Segment wise or product wise performance 
       Outlook
       Risks and concerns
       Internal control system and their adequacy
       Material developments in human relations/ industrial relations front.
13.   
MEANS OF COMMUNICATIONS 
           Verify whether the means of other communications with shareholders and public are duly disclosed.
           Verify whether it is disclosed where the quarterly and half-yearly results of company are published or displayed.
14.   
RATING OF DEBTORS/ DEBTS
           Verify whether any security or deposits offer to the company is rated by any rating agency and the rating is disclosed.
           Verify whether any disclosure on the increase or decrease or ratings.
15.   
RELATED PARTY DISCLOSURE 
           Verify whether the Company has made the disclosures in respect of transactions of martial nature with its related parties.
           Note that the terms related parties for this purpose mean promoters, directors or the management, their subsidiaries or relative, etc. 
16.   
PENALTIES/ ENQUIRIES ETC BY ANY STATUTORY AUTHORITY 
           Verify whether the Company has made disclosure in respect of any penalties etc. imposed on it by any Stock exchange/ SEBI or any other statutory authority.
           Verify whether the disclosure made if any on enquiries against the company is going on by DCA, SEBI, RBI or any other statutory body.
17.   
GENERAL SHAREHOLDERS’ INFORMATION NEEDS
Verify whether the followings information are duly disclosed in the Annual Reports:
           Date, time and venue of AGM.
           Date of Books closure.
           Dividend payment Date.
           Listing on Stock Exchange.
           Market Price Data: High, Low during eack month in last financial year.
           Performance in comparison to board-based indexes such as BSE Sensex, CRISIL index, etc.
           Registrar and Transfer Agents.
           Share Transfer System.
           Distribution of shareholding.
           Outstanding GDR/ADR/Warrants or any Convertible instruments, conversion date and likely impact on equity.
            Plant Locations
           Dematerialization of shares and liquidity.
           Address for correspondence.
18.   
PRODUCT RELATED INFORMATION 
Verify whether any disclosures made in Annual report on the product related information such as the followings:
           Measures of customers’ satisfaction appropriate to the Company’s products and industry, reflecting such data as customer satisfaction surveys, product returns, warrants claims, and products reviews by media and consumer organization.
           Risk of injury from normal usage.
           Noise, orders, and other nuisances or problems associated with use.
           Design for recycling.
           Biodegradability of products and packaging.
           Unusual life-style costs, including repairs, energy consumption and disposal that will be born by parties other than the production, shipping, marketing and storage.
           Warnings, with appropriate details regarding unusual contamination and adulteration exposure and risks during production, shipping, marketing and storage.
           Emissions ratings, by specific model, for products that generate air pollution.
           Contents, additives and treatments of food and medicines, information regarding genetic engineering pesticides used, hormones and chemicals used, and substances to which customers may be allergic.  
19.   
ACTIONS BROUGHT BY CUSTOMERS & OTHERS 
Verify whether any disclosures made in Annual report on the action brought by customers and regulatory authorities regarding products, service and market practices such as the following:
           Comprehensive record of claim, legal, and regulatory actions relating to products and services, including products liabilities, injury and wrongful death claims, covering all jurisdictions for previous five years.
           Describe each claim and its disposition.
           Classify claims by specific products to facilitate consumer market choices.
           Indictments and citations for regulatory violations during previous five years, giving details of each incident and resulting penalty, settlement, or other disposition.
20.   
EMPLOYMENT SECURITY AND STABILITY INFORMATION NEEDS
Verify whether any disclosure in Annual report on the following for the interest/ need of employees with respect to employment Security and stability such as:
           Information regarding facility closings, including statements of policy on helping affected employees in finding suitable employment, transferring employees to other locations, and assisting the sale of worked homes.
           Information on position available to other company sites.
           Summary or records on facility closing over past five years – where, when, how many employees affected, how many successfully relocated, how much notice was given?
           Unemployment compensations.        
21.   
EMPLOYEES HEALTH AND SAFETY RISKS INFORMATION
Verify whether any disclosure in Annual report on the following for the interest/ need of employees with respect to employment Health and safety risks such as:
           Employee expose to radiation, noise, temperature and humidity extremes, chemicals, fumes, toxic substances, fibers, and emissions, and to inhabitation of smoke, chemicals, and dust.
           Hazards associated with use of tools and equipment, including risk of repetitive motion injury and radiation exposure from computer monitors, laser printers, televisions, and microwaves.
           Unusual threats specific to pregnant woman.
           Data of past accidents, injuries, illness, and medical complaints, classified by job, department, date, and nature.   
22.   
EMPLOYMENT EQUITY SECURITY AND DIVERSITY 
Verify whether any disclosure in Annual report on the following for the interest/ need of employees with respect to employment equity security and diversity such as:
             Data tabulated for previous five-year period and classified by gender and race, showing hires and promotions during the year, and number by position classified at year end
             Average total compensation levels (including stock options and other benefits), broken out by job categories, such as top executives, other senior management, second-level management, middle management, line workers, clerical and custodial.
             Other classifications may also be appropriate, such as professions, research, supervisory or entry-level.
             Ratio of compensation, including benefits, bonuses, and stock options, for top executives to that for lowest level employees.
             Turnover statistics classified by department, job level gender, race and age.
             Promoters from within compared with external hires.
             Statement of company policy regarding payment of a living wage, and whether such policy accepts and geographical locations.
23.   
EMPLOYEES’ GRIEVANCES 
Verify whether any disclosures in Annual report on the followings for the interest/ need of employees with respect to Employees’ grievances such as:
             Statistics on grievances filed by employees, classified by nature of grievance and office or agency with whom filed.
             Employment-related lawsuits (such as for discrimination or sexual harassment) filed, adjudicated, or settled during the past five years.
             A statement indicating whether mandatory arbitration is required as condition of employment or retention.
             Pension programmes.
             Future plans.
24.   
COMMUNITY INFORMATION NEEDS
Verify whether any disclosures in annual report on the following matters relating to general community such as the followings:
             Company ownership information such as top ten shareholders.
             Environment and sustainability information such as material usage and waste, pollution emission, data, recycling, etc.
             Legal and regulatory actions, civil or criminal, brought against the Company.
             Taxes paid to all jurisdictions, classified by type of tax 
             Materials sourcing.
             Plant construction data important to community safety officials.
             Vehicular activity such as estimated number of vehicles, annual mileage, and annual ton-miles projected to be driven in city/communities in which the corporation has significant activity.
             Potential school impact of children of employees, to facilitate planning by school officials.
             Corporate charitable contributions broadly classified by purpose, type and location of beneficiary, with specific identification of communities in which the company has major facilities.
             Lobbying and political activities.
25.   
INTERNAL CONTROL AND MANAGEMENT ASSESSMENT THERETO
             Verify whether the company has disclosed in its annual report that it has / has not adequate systems of internal controls and if yes then now the management assesses that these controls are effectives.
             Verify whether the system of reviewing the adequacy of internal audit function is disclosed, including the structure of internal audit department, staffing, reporting structure and frequency of internal audit.
             Verify whether the system of reviewing the finding of internal auditors is disclosed.
26.   
STATUTORY AUDITORS REPORT
             Verify whether the auditor’s report is qualified.
             Verify whether the management has provided clarifications on the qualifications.
             Verify whether the qualifications pertain to regulatory issue or financial issues.
             Verify whether any Comments by statutory on internal audit and internal control systems of Company.   
27.   
COMPLIANCE OF FOREIGN CORRUPT PRACTICES ACT
             Verify whether the company has made a FCPA compliance programme.
             Verify whether any person is designated as FCPA Compliance Officer.
             Verify whether the employees are educated about the situations in which they must seek advice from Compliance Officer.
             Verify whether there is an explicit statement from the situation in which they must seek advice from Compliance officer.
             Verify whether there is an explicit statement from the top management that the FCPA violations will not be tolerated.
             Verify whether the Company has established a monitoring mechanism to monitor the compliance programme.
             Verify whether all the foreign consulting and agency agreements are reviewed properly to avoid violations through intermediaries.
             Verify whether all the foreign consulting and agency agreements are reviewed properly to avoid violations through intermediaries.
             Verify whether a particular caution is taken by company while dealing with high –risk countries.
             Verify whether the assessment with regards to foreign subsidiaries and joint ventures are done to avoid the violation through subsidiary or joint ventures partners.
             Verify whether the adequacy of financial reporting and internal control system is assured as required by the Act.            
 
28.   
COMPLIANCES OF SARBANES - OXLEY ACT 
1.      The Sarbanes Oxley Act, 2002 has been passed in the US with a view to protect investors by improving the accuracy and reliability of corporate disclosures made pursuant to the securities laws, and for other purposes.
2.      However, the US Act is extremely complicated and detailed and places an enormous burden on the auditors, attorneys as well as the management. With regards to the compliance of this Act, the followings points are noteworthy –
             Verify whether the Board has issued a mandate on its structure in view of independent directors.
             Verify whether the Board performs a self-assessment of its effectiveness.
             Verify whether the Management is confident that their culture supports responsible and ethical behavior.
             Verify whether the management communicates regularly on multiple fronts to reinforce Company’s emphasis on quality reporting and responsible and ethical behavior.
             Verify whether the internal audit division is fully resourced ad utilized.
             Verify whether the auditors of company are providing any other non-audit services to company.
             Verify whether any CEO, CFO, CAO or any other equivalent persons was employed with the audit firm.
             Verify whether the CEO and CEO have issued a statement to accompany the audit report to certify the appropriateness of financial statements and disclosures in periodic reports.
             Verify whether all Materials correcting adjustments identified by auditors have been disclosed in financial report.
             Verify whether each financial report discloses all material off balance sheet transactions and other relationship with unconsolidated entities.
             Verify whether any personal loan / credit is extended by Company to its Directors or executive officer.
             Verify whether the transactions by Directors, officers and 10% shareholders are disclosed immediately.
             Verify whether a report on management assessment to internal control in duly included in the annual report.
 


	Annexure

	Model format for Compliance Certificate on Corporate Governance suggested by the Institute of Company Secretaries of India

	Registration No. of the Company…………
Nominal Capital………….
To
The Members
………Ltd.**
………………
 
          I/We* have examined all relevant records of ___________ Limited** (the company) for the purpose of certifying compliance of the conditions of Corporate Governance under clause 49 of the Listing Agreement with ____________ Stock Exchange/s for the financial year ended ______ I/We* have obtained all the information and explanations which to the best of my/our* knowledge and belief were necessary for the purposes of certification.
 
          The compliance of the conditions of Corporate Governance is the responsibility of the management. My/Our* examination was limited to the procedure and implementation thereof. This certificate is neither an assurance as to the future viability of the Company nor of the efficacy or effectiveness with which the management has conducted the affairs of the Company.
 
          On the basis of my/our* examination of the records produced, explanations and information furnished, I/we* certify that the company** has complied with:
 
(a)              all the mandatory conditions of the said Clause 49 of the Listing Agreement. (if there are adverse comments or qualifications, this part of the certificate should be suitably modified).____________
(b)              the following non-mandatory requirements of the said clause 49:______
 
 
Signature
Date: …………….
Place: …………………….
[……….name………]
Practising Company Secretary
Membership No.____________
Certificate of Practice No._____
 
 
 
Format of Quarterly Compliance Report on Corporate Governance

	Name of the Company:
Quarter ending on:

	Particulars
Clause of
Listing agreement
 
 
Compliance
Status
Yes/No
 
Remarks
 
I. Board of Directors
 
49 I
 
 
 
(A)Composition of Board)
 
49(IA
 
 
(B)Non-executive Directors’ compensation &
disclosures
 
49 (IB)
 
 
 
(C)Other provisions as to Board and Committees 
 
49 (IC)
 
 
(D)Code of Conduct 
 
49 (ID)
 
 
II. Audit Committee
 
49 (II)
 
 
 
(A)Qualified & Independent Audit Committee 
 
49 (IIA)
 
 
(B)Meeting of Audit Committee 
 
49 (IIB)
 
 
(C)Powers of Audit Committee 
 
49 (IIC)
 
 
(D)Role of Audit Committee 
 
49 II(D)
 
 
(E)Review of Information by Audit Committee 
 
49 (IIE)
 
 
III. Subsidiary Companies
 
49 (III)
 
 
 
IV. Disclosures
 
49 (IV)
 
 
 
(A)Basis of related party transactions 
 
49 (IV A)
 
 
(B)Board Disclosures 
 
49 (IV B)
 
 
(C)Proceeds from public issues, rights issues, preferential issues etc.
 
 
49 (IV C)
 
 
 
(D)Remuneration of Directors 
 
49 (IV D)
 
 
(E)Management 
 
49 (IV E)
 
 
(F)Shareholders 
 
49 (IV F)
 
 
V.CEO/CFO Certification
 
49 (V)
 
 
 
VI. Report on Corporate Governance
 
49 (VI)
 
 
 
VII. Compliance
 
49 (VII)
 
 
 
 
 
 
 


	Note:
1)       The details under each head shall be provided to incorporate all the information required as per the provisions of the Clause 49 of the Listing Agreement.
2)       In the column No.3, compliance or non-compliance may be indicated by Yes/No/N.A.. For example, if the Board has been composed in accordance with the Clause 49 I of the Listing Agreement, "Yes" may be indicated. Similarly, in case the company has no related party transactions, the words “N.A.” may be indicated against 49 (IV A).
3)       In the remarks column, reasons for non-compliance may be indicated, for example, in case of requirement related to circulation of information to the shareholders, which would be done only in the AGM/EGM, it might be indicated in the "Remarks" column as – “will be complied with at the AGM”. Similarly, in respect of matters which can be complied with only where the situation arises, for example, "Report on Corporate Governance" is to be
a part of Annual Report only, the words "will be complied in the next Annual Report" may be indicated.
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