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External and Internal Rules of Corpbrate

Governance

KARTHIK ANAND' AND SUREMYA SL?

ABSTRACT
The corporate governance mechanisms can be categorized into two types: internal and

external governance mechanisms. The internal governance mechanisms primarily focus on
boards of directors, ownership and control, and managerial incentive mechanisms,
whereas the external governance mechanisms cover issues related to the external market
and laws and regulations. Corporate -Governance refers to practices by which
organisations are controlled, directed and governed. In the context of liberalization and
globalization there is growing realization in the emerging economies including India that
a country's business environment must be maintained and operated in a manner that is
conducive to investors’ confidence so that both domestic and foreign investors are induced
to make adequate investment in corporate companies. This will be conducive to rapid
capital formation and sustained growth of the economy.

Finally, the paper deals with The Companies Act, 2013 provisions relating to board
constitution, board meetings, board processes, independent directors, general meetings,
audit committees, related party transactions, disclosure requireménts in financial

statements, Securi.tieS and Exchange Board of India (SEBI) Guidelines, Standard Listing

——

Agreement of Stock Exchanges, Accounting Standards issued by the Institute/gffﬁi; f:i;gld\\
2N e SN
727

o

Accountants of India (ICAI), Section 129 of the New Companies Act. //7\‘//

I. INTRODUCTION \7

The word company has no strictly technical or legal meaning. It may be desc\r’lsgéfid,imp y an
association of persons for some common object or objects. The purposes for which may
associate themselves are multifarious and include economic as well as non economic
objectives. Section 2(20) of the 2013 Act defines the term “company” to mean “a company
incorporated under the Companies Act 2013 or any previous company law.” Accordingly, a
company, which is incorporated under the relevant legislation of a foreign country, will not
qualify as a “company” under the 2013 Act The proviso to section 2(7 1) states that “a company

which is a subsidiary of a company, not being a private company, shcll be deemed to be public

1 Author is an Assistant Professor in Law at SDM LAW College, Mangalore, India.
2 Author is an Assistant Professor in India.
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company for the purposes of this Act.™

Importance of corporate Governance

Company governance is critical for the below mentioned reasons:

e Itshapes the increase and future of capital markets of the financial system,

e Itcnables in raising funds from capital markets, Sound povernance practices contribute
to investors self beliefl in businesses o attract long-=time period capital,

[ J

It hyperlinks organisations control with its financial reporting systom,

* It cnables management to take revolutionary decisions for powerful functioning of the
business enterprise inside the criminal framework of duty. The effectiveness of criminal
and regulatory framework is integral to assess the impact of company governance on
standard monctary performance.

e Precise company governance cnhances the systems via which objectives of the
corporations are set, means of accomplishing such objectives are decided and overall
performance is monitored.

e It hel;;s buyers via making corporate accounting practices obvious. company companics
disclose monetary reporting structures.

e It affords adequate and timely disclosure reporting necessitics, code of behavior and so

- forth agencies gift fabric charge sensitive data to outsiders and cnsure that till this
information is made public, insiders abstain from dealing in corporate sccuritics. It, for
that reason, avoids insider trading

o It irhproves performance and effectiveness of the employer and adds to wealth of the
financial system. Corporate governance is an device of economic boom.

e It improves international image of the corporate arca and allows home agencics to

elevate global cagital.*
The Benefits to Sharcholders

Company governance can offer the right incentives for the board and control to pursuc
objectives which might be in the hobby of the enterprise and sharcholders, as well as facilitate
powerful tracking. Better company governance also can offer sharcholders with greater

protection on their funding.

s \
AN

Higher corporate governance addmondlly guarantees that sharcholders are snl‘l;cuntly

1
= .

3 Taxmann’s Cocmpnay Law and Practice, A Comprehensive text book on Companies Act 2013, I)r,; .K knpn'('ir,‘
and Sanjay Dhamija, 21* Edition 2016 P.No 2.1 to 2.3 N ‘

“ https://shodhganga.inflibnet.ac.in/bitstream/10603/125485/7/07 _chapter%201.pdf last visited on 0 0242;);’.0“ ]
BRL
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knowledgeable on decisions regarding fundamental problems like amendments of statutes or

articles of incorporation, salc of belongings, and so on.
The benefits to the country wide financial system

Empirical proof and studics performed in current years supports the proposition that it can pay
to have right corporate governance. It was located out that extra than 84% of the worldwide
institutional investors arc willing to pay a top ratc for the stocks of a nicely-ruled business
enterprise over one taken into consideration poorly ruled but with a similar financial file. The
adoption of corporate governance concepts — as exact company governance exercise has

“already shown in other markets — can also play a position in increasing the corporate fee of
organizations.

Proponents of company governance say there’s a direct correlation between exact company

governance practices and lengthy-term shareholder fee. Some of the key benefits are:

e Excessive overall performance boards of directors;
e Accountable control and robust internal controls;

e Elevated shareholder engagement;

e Better controlled hazard; and

e Effectively monitored and measured performance.’
II. CONSTITUTIONAL MANDATE OF CORPORATE GOVERNANCE

India is a welfare state and the constitution begins with phrases, "we the people of India". The
agency is an instrument of state and controls the businesses through their strict guidelines and
law. The government is a major regulator of company governance Constitution of a rustic spells
-out the fundamental principles or precedents on which the country is organized. It lays down
the shape of the political structures under which its humans are to be governed. It establishes
the principle organs of the nation — the legislature, the executive and the judiciary-allocates to

/,\'\‘h\'/ TGN
them exceptional capabilities, defines and delimits their powers, demarcates-their d 'tle and

/=
regulates their function with each other and with the human beings. T e:constltutl

i

the last place of sovereign powers and regulates the workout thereof. In &cmocracy, Jovi

vests in the people. The human beings are their own masters and "dealll.
JS &
themselves.®

.

Article 38 directs the state "to promote the welfare of the humans by securing and protecting

5 https://taxguru.in/sebi/corporate-governance.html last visited on 03.02.2020
6 Subash C. Kashap, Constitutional Law of India 3 (Vol. 1) 2008
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as cfficiently as it could be a social order wherein justice, social, cconomic and political
institution of national life. Article 39 of the most disputed article which brought on scveral
amendments inside the constitution, asks the nation to make certain standards of Dircctive idcas

of nation policy are to be observed.

Again Article 41 dirccts the nation to soak up step inside restriction of its cconomic capacity
and improvement for making powerful provisions for securing the right to paintings, to
schooling and public help in case of unemployment, vintage age, sickness and disablement and
different cases of undeserved need.

The wealth of our nation ought to not be listen to not unusual detriment that is vital to make
the people free in the actual senses girls and children ought to be saved from exploitation.
Youngsters ought to be .allowed to develop. From the early years of planning in our social
justice has been one of the essential objectives of the making plans process.” An evaluation of
the achievements of our five years pléns indicates how the principal goal of making plans has
been raising the same old of residing of the people through supplying new opportunities and to
lessen inequalities in income wealth and opportunities. The numerous policies projected in the
plan relating to licensing and taxation, the operation of corporations Act with modification and
the commercial development and regulation Act had been all supposed to save you attention

of concentration of wealth.?

Democratic socialism is enshrined in Directive principles of State Policy includes. The

important features of democratic socialism are as follows

(1) The most intention of socialist society is removal of poverty and the provision of a country
wide minimal. ;

(2) A socialist financial targets at the reduction of ineﬁualities of profits and wealth of citizen.
(3) A socialist financial system on the provision of same possibilities to all.

(4) Religion in blended financial system, in contrast to medical socialism i.e. communism.

(5) A socialist economic system endeavour to lessen attention of economic strength and the

increase of monopolistic inclinations. ‘ ' n}‘

o

(6) The simple advent of making monetary dialogue in socialist economic system isn't for non- .=,

public income but social benefit. ;

(7) Religion in democratic values for the enrichment of person and communal life.

7 Sirajul Islam Laskar, Directive Principles of State Policy in Indian Constitution, 43(1988)
% B.R. Sharma, Economic Justice under Indian Constitution, 237 (1984)

© 2021. International Journal of Law Management & Humanities [ISSN 2581-5369]
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The philosophy of democratic socialism is bascd totally on a total imaginative and prescient of

society. It implies that fabric prosperity cannot make human wealthy and significant’
III. LEGISLATIVE AND OTHER REGULATORY GOVFRNING CORPORATE
GOVERNANCE

Internal Corporate Governance Mechanisms

Inner mechanisms are the ways and methods utilized by the companies which assist the
management in enhancing the price of sharcholders. The materials of inner mechanisms

encompass ownership shape, the board of administrators, audit committees, repayment board
and so on.

i, The Board of directors: Board of the administrators is the main peoples of the company
and for the few agencies they may be the backbones of the commercial enterprise. They have
greater authorities and responsibilities of the commercial enterprise firm and they keep track
on tracking and controlling all sports of the control so that it will maintain the business overall
performance at the track as well as shield the interest of stakeholders, moreover, board of
directors is responsible legally for the choices they make on behalf of their company and
additionally they are greater permitted to lease a brand new member or employee for the

company. On the time of auditing, they're liable for the financial facts provided to them
regarding with the firm.

ii. There are three styles of directors: Internal, External and Independent
Administrators.Internal administrators working inside the organization, outside director’s
paintings from outdoor business, they work for numerous companies on board, independent

directors hold their popularity objectively and gift their personal manner of selections.

5ii. Board Committees: Board committees are the additional a part of the board of directors

they're involved in the ones activities that are assigned with the aid of the board of contributors
to them. According to the nature of commercial enterprise, board committees are regulated by
using the legal guidelines and regulations issued by means of the employer. It completely relies
upon on the country’s laws and regulations whether or not the ad;ent of th\se vanetles of

/ 'A’.

committees should be mandatory for the firm. / '/

>

iv. Economic Statements and Auditors: monetary state cn’ts

9 Aparjita Baruh, Preamble of the Constitution of India, 185 (2007)

[ISSN 2581-5369]
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auditors. The actual photograph offered by using the auditors famous the authentic monetary
photograph of the firm which in addition becomes the data for the parties involved with the
firm either directly or indirectly. On the basis of these economic statements, stakeholders create
their statements of motion toward the company. They make up their thoughts to put money into
the ones corporations, on the alternative facet if the stakeholders locate the report within the

bad aspect. it's going to in addition bog down their trust degree in favour of the firms.

v. Possession structure: that is some other manner of controlling the control 2 part of the
corporation. This way a commercial enterprise can hold its pleasant tracking and controlling

system for the better performance of all the functioning of the business firm.

vi. Inventory-based repayment: To get rid of the precept and agent prices trouble, the
quality answer is to offer sharecholders hobby on time and proper compensation to the
employees. Inventory-bzsed reimbursement helps the shareholders in motivating the inner

managers for attzining th= long terms targets of the corporation.
External Control Mechanisms

Every now and then inner mechanism lacks in itself whilst appearing the best for the
corporation. This time outside factors play a crucial function in controlling the company
governance mechanism of the enterprise firm. The components of external governance
mechznism include market factors, intermediaries, items and services prevailing inside the

market, managers of labour marketplace and so on.

The financial market: inventory marketplace performs a good sized function in cdmpany’s
u.s.and downs. there's a direct relation between the market fee of the firm and the performance
of the managers. In case if the shareholders begin promoting the stocks of the corporation
because of somehow cause and if the manner is going on in large wide variety further then
certainly the market fee of the firm starts declining. This way the organisation who is losing its
marketplace price may additionally end up the targef of acquisition with the help of different
large agency. due to the chance of acquisition, the management of the firm can adopt the poor
actions like adopting corporation fees coverage or any other approach for you to shield their

business.

The marketplace of goods and offerings: opposition is some other aspect which the

commercial enterprise firm. If the society does no longer like the products and offerings offered

via a business company then it will become natural that their enterprise starts declining and

further it is able to lead to a discount in the earnings ratio of the enterprise firm. as a result

business enterprise needs to adopt timely researchers and survey with a purpose to faucet the

© 2021. Internatdonal Journal of Law Management & Humanides [ISSN 2581-5369]
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. resources in accordance with the market requirements.

The Labour market for Managers: In controlling system, human capital is the idea which can
be occasionally controlled and sometimes no longer. If the managers are rather conservative
and strict to their employees than the labour market can move in against with the enterprise
and might damage the resources of the firm so that you can fulfill their demands. This
procedure needs a proper choice of ready manager (who controls the lower magnificence
employees) ought to be accomplished so as to create a proper stability of coordination between

the managers and the personnel.
Legal framework of corporate governance

In well known company governance is that mechanism with the assist of which the control of
the company can be properly controlled, controlled and governed in a particular manner. The
main objective of governance mechanism is to make make sure that the rights of stakeholders
couldn't be curbed by the inner control of the organisation and furthermore enterprise
management must be held responsible towards their stakeholder so as to maintain accept as
true with and guard their interest. in an effort to affirm a proper company governance
mechanism, the government of India has built a certain set of standards or in different phrases
a statutory framework for the corporate global. By way of thinking of worldwide excellent
mechanisms, the Indian authorities have set this statutory framework regarding with corporate
governance. Following listing ensures the main agreements come under that statutory

framework:

1. Stock exchanges wearing preferred list agreement: Those settlement are to be signed with

the aid of the groups who've their shares listed on inventory exchanges.

2. The companies Act, 2013: this act guarantees proper duty and transparency of the company
as all businesses have to make sure that they follow all of the statutory provisions related to
board meetings and meetings, audit committees, business transactions associated with other

events, disclosures of all economic statements and so forth.

3. Accounting norms and requirements: Accounting norms and requirements are the provisions
set by means of Institute of Chartered Accountants of India (ICAI). in line with New groups

Act, phase 129, there should be transparency in all corporations’ bills and rcgulatlons

Furthermore, ICAI ensures that the obJects concerned ineconomic statements of the e erpnse._

7_/
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rules in phrases of preserving traders in market.

5. Sccretarial requirements issued via the Institute of enterprise Sccretaries of India (ICSI):
This regulatory frame is an self sufficient body which troubles a positive set of standards and
provisions for various companies under the act. There are requirements issucd by means of
Institute of company Sceretaries of India i.c. SS-1, conferences of the Board of administrators
and some other is 8S-2, Sccretarial requirements on standard meetings these varicties of
provisions got here into pressure on July 1, 2015

Further, the organizations Act 2013, has improved the ranges of debate topics inside the Board

meeting of India. New subjects may additionally encompass gender diversity not to be
involved, the di_sclosurc of norms un_d standards, women dircctors’ enhancement in control,
delegating corporate social responsibility, increasing the role of independent directors,
retaining protect for the interest of minority shareholders, and creating certain benchmarks for

higher corporate governance. In a global perspective, a terrific company governance
mechanism has to be created so as to improve the environment of the commercial enterprise in
phrases of religion, clarity, and answerability. good mechanism allows in assisting sustainable

increase and economic stability for the employer.

The Companies Act, 2013
The authorities of India has recently nbtiﬁed Companies Act, 2013 (“New Act”), which
replaces the erstwhile Companies Act, 1956.The new Act has extra emphasis on company

governance through the board of directors, the new Act covers company governance via its

following provisions:

New Companies Act introduces big changes to the composition of the boards of administrators.

1. Each employer is required to employ 1 (one) director on its board.

¥ N.ominée administrators sh‘all no Ionger be dealt with as impartial administrators.

3. corporations and distinct classes 'of public organizations are required to appoint
unbiased administrators and ladies administrators on their forums.

4. New Companies Act for the primary time codifies the responsibilities of
administrators. ‘ _. :

5. llstcd agencies and certain other public companies shall be req [ /ent as a
minimum 1 (one) female director on its board.\

6. New Companies Act mandates following committees to be cénétituted with the aid

of the board for prescribed class of corporations:

© 2021. International Journal of Law Management & Humanites [ISSN 2581-5369]
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7. Audit committee
8. Nomination and remuncration committee
9. Stakcholders committee
10.  Corporate social obligation committee.'”

Securitics and Exchange Board of India (SEBI) Guidelines

SEBI is a regulatory authority established on April 12, 1992. SEBI changed into hooked up
with the primary causc of curbing the malpractices and protective the hobby of its investors.
Its major goal is to alter the sports of stock change and on the equal time ensuring the
wholesome development within the financial marketplace that allows you to make certain

appropriate company governance SEBI got here up with precise corporate Governance Norms.

1. As in line with the new guidelines the groups are required to gét shareholders popularity of
RPT (associated birthday celebration Transactions), it hooked up whistle blower mechanism,
clean mandate to have at the least one female director in the Board and moreover it elaborated

disclosures on pay applications.

2. Clause 35B of the listing settlement is béing amended with the aid of the regulatory authority.
Now as consistent with the amended clause, listed organizations are required to offer the choice
of e-vote casting to its shareholders on all prbposed. or passed at preferred conferences.
individuals who do now not have get entry to e-bal'loting facility, they should be supplied to
solid their votes in writing on Postal ballot. There has been the need to amend the availability
so that the provisions of the listing agreement can be aligned with the provisions of a companies
Act, 2013. With the aid of doing so an additional requirement can be provided to bolster the

corporate Governance norms in India with appreciate to indexed businesses. °

3. Clause 49 of the listing agreement became additionally amended by means of SEBI if you
want to boost up the company Governance framework for listed companies in India. The
revised clause forbids the independent directors from being eligible for any kind of stock
choice. Whistle blower coverage is likewise brought inside the revised clause whereby the
administrators and personnel can document any unethical conduct, any fraud or if there is
violation of Code of conduct of the organisation via the modification. Audit Committee is also
greater, now it will include evaluation of hazard management devmc qnd-i—ﬁ;llr economlc
manage, will maintain a test on inter-corporate loans and investme ts. /T/ he am ndmen\ now

requires all the companies to shape a policy for the cause ofwnllpowe\()

\\ "¢
5

19 http://www.mondaq.com/pdf/clients/456460.pdf last visited On 02.02.2020 \\:\ 'HER! n\‘ ‘\/
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and so onc can be published on line.

4. SEBI (Issuc of Capital and Disclosure Requirements) regulation, 2009.. This law includes
provisions for non-public issuc in which the company shall satisfy the conditions mentioned
below the law, it additionally contains provisions concerning limit on proper issuc. It also
carrics provisions concerning list of Securitics on stock exchange whercin in-principle is to be
acquired via the company from regarded stock trade.part A'of time table XI of this rules talks
about disclosure in red Herring prospectus, Shelf prospectus, and Prospectus wherein it's miles
the obligation of company to make sure that every one fabric facts and reports had been
submitted previous to the difficulty.It additionally makes it very clean that underwriting duties
would no longer be restricted to any type of minimal subscription level but it'd be applicable
to the complete issue. All such regulations arec instrumental in cnsuring exact company
governance.

5. SEBI (Listing obligations and Disclosure Requirements), 2015. The LODR guidelines have
been notified with the goal of simplifying the existing provisions of listing agreements for
unique segment of capitai markets like convertible and non-convertible debt securities, equity
shares and many others. it -calls for all indexea entities to make disclosure and abide by using
the provisions of these-regulations. -indexed»entitieSIShall make certain that administrators,
KMP or another person related to the employer shall adhere to the obligations assigned to them
below this law. The cause right here is to ensure that after the stocks of a business enterprise is
Hstéd on a stock change they are without -difficulty handy to the ordinary non-public. The
organization secretary who will be the ‘Compliance .Officer’ of the corporation shall ensure
compliances and have to also offer the ‘Compliance certificate’ to inventory Exchanges. listed

organizations shall have a policy for ‘maintenance of documents’ approved by way of Board.

6: SEBI (Prohibition of Insider buying and ‘selling) Regulations, 2015. Insider buying and
selling in keeping with se ‘isn't always a violation of regulation however what's prohibited is
trading by using an insider on the premises. To prevent such buying and selling SEBI came up
with this law. Below this, the limit is company insiders who arrive at buying and selling choices
by way of using the ratc sensitive facfs directly- or circuitously. Beneath this the disclosure
mandated at two exceptional ranges, one is the immediately disclosure of fabric records even
as the other is regarding disclosure of transactions undertaken. The former prevents insider
buying and selling, the latter exhibits the insider buying and selling. Insiders may be confined

from dealing in securities for a selected term with the intention to prevent them taking benefit
of any fabric records before the sharcholders or private. A circumstance can b'e(iy;ed upon

" the insiders to reap a prior approval earlier than dealing in securities of an agerc

© 2021. International Journal of Law Management & Humanities \ ."'[I‘SSN 2581-5369]
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7. SEBI got here up with many other guidclines like law on Fraudulent and Unfair Trade
Practices, policics on sizable Acquisition of shares and Takcovers, difficulty of Sweat equity
and so on. The main intention in the back of coming up with such law, policies etc is to make
certain excellent corporate governance in a company.

The SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015

The SEBI (Listing Obligations and Disclosurc quuircmcnts) Regulations, 2015 (the Listing
Regulations) specify the responsibilities of ‘indexed cntities’, a term that consists of not
handicst those entitics that have indexed their fairness stocks, however additionally people who
have indexed different contraptions, along with non-convertible debt securities, non-
convertible redeemable choice shares, , perpctual non-cumulative preference shares, Indian
depository receipts, Securitised debt instruments and units issued by mutual funds.. The listing

rules units out the corporate governance ideas relevant to indexed entities.

The Listing Regulations make it Compulsory for organizations that have listed their fairness
stocks and convertible securities to comply with sure requirements to make certain
transparency in the control of such o'rganizations,‘ éuch as inclusion of IDs, law of the
remuneration of non-govt administrators, constitution of various committees, disclosures on
related party transactions (RPTs), accounting remedy, maintenance of a minimum frequency
of meetings of the board of directors (Board) and quandary at the range of committees of which
a director can be a boss. The listing regulations additionally require the adoption of a written
code of conduct for all members of the Board and senior management of every indexed

company. Additionally, the following laws also deal with corporate governance initiatives:

e Securities Contracts (Regulation) Act, 1956;

Securities and Exchange Board of India Act, 1992 and the rules and regulations framed

thereunder;

e Securities and Exchange Board of India (Substantial Acquisition of Shares and

Takeovers) Regulations, 2011 (the Takeover Code);

e Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations,

\‘b

2015 (the Insider Trading Code);

e Securities and Exchange Board of India (Issue of Capital r ar
Regulations, 2009;

e Depositories Act, 1996;

e Corporate Governance Voluntary Guidelines, 2009 issued by the MéA;
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National Voluntary Guidelines on Social, Environmental and Economic Responsibilities of
Business. 2011 issued by the MCA: and Guidelines on Corporate Social Responsibility and
Sustainability for Centr:l Public Sector Enterprises issued by the Department of Public
Enterpnises, Ministry of Heavy Industries and Public Enterprises (effective 1 April 2014 and

applicable only to public sector enterprises).

Non-compliance with the provisions of the Companies Act on corporate governance attracts
monetary fines, imprisonment. or both. Further. any failure on the part of a listed company to
comply with the Listing Regulations may lead. inter alia. to one or more of the following
consequences: iniposition of fines: suspension of trading: freezing of promoter or promoter
group holding of equity shares; and other actions being initiated by SEBL depending on who
violated the provisions of the Listing Regulations.
A committee was constituted by SEBI under the chairmanship of Mr Uday Kotzk. Executive
Vice Chairman and Managing Director, Kotak Mahindra Bank (the Kotak Committee) in June
2017 with the aim of improving standards of corporate governance of listed companies in Indiz.
The Kotak Committee v/as requested to make recommendations to SEBI on the following
issues (in the context of equity listed companies):
Ensuring independence in spirit of IDs and their active participation in the functioning of the
company;

¢ Improving safeguards and disclosures pertzining to RPTs;

e Issues in accounting and auditing practices by listed companies;

e Improving effectiveness of Board evaluation practices;

e Addressing issues faced by investors on voting and participation in general meetings;

e Disclosure and transparency related issues, if any; and

e Any other matter, as thé committee deemed fit pertaining to corporate governance in
India. '

The Kotak Committee submitted its report to SEBI on 5 October 2017, providing its
recommendations on various issues. In its Board meeting dated 28 March 2018, SEBI accepted
certain recommendations of the Kotak Committee (without any modification), such as
recommendations pertaining to reduction in the maximum number of listed entity directorships,
expanding the eligibility criteria for IDs, enhancing the role of the audit comxm'n}, nomination
and remuneration committee (NRC) and risk management committee (R?Mnd enhancing
disclosure of RPTs and permitting related pam'es to vote against RPTs. _—
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The Board of SEBI also accepted certain recommendations (witn modification), such as
recommendations pertaining (o minimum number of dircctors in listed companics, number of
woman 1Ds, separation of the roles of managing dircctor (Ml)).'chicl'cxccmivc officer (CEO)
and chairman, quorum for board meetings, holding of annual general meetings (AGMs), and

sharcholders’ approval for royalty or brand payment to related partics.

Subsequently, SEBI notified the Securities and Exchange Board of India (Listing Obligations
and Disclosure Requirements) (Amendment) Regulations, 2018 (Amendment Regulations) on
9 May 2018 and issucd a circular on 10 May 2018 to implement the recommendations of the
Kotak Committee. Exceept where specific dates are provided in the Amendment Regulations,

the Amendment Regulations will come into force on 1 April 2019.
Primary Government Agencies enforcing rules and Regulations

The primary Indian implementation entitics of corporate governance initiatives are SEBI (the

primary regulator of the Indian sccuritics market and listed companics) and the MCA.
Other entitics responsible for the enforcement of corporate governance issucs include:

The National Company Law Tribunal (the Tribunal) under the Companies Act, having quasi-
judicial powers to dccide certain matters under the Companies Act, including the protection of
minority shareholders from oppression by majority shareholders and mismanagement, and its

appcllate authority, thc National Company Law Appellate Tribunal (the Appellate Tribunal);
The Registrar of Companies (ROC), which generally has its presence in every Indian state, and
primarily ensures compliance by a company in relation to filings and disclosures under the
Companies Act;

The Regional Director (RD), to which certain powers of the central government have been
delegated. There are seven RDs in India, each with their own territorial jurisdiction, in which

they, inter alia, supervise the working of the relevant ROCs; and

the Competition Commission of India (CCI), created under the aegis of the Competition Act,
2002, which regulates antitrust issues where a company’s action may have an adverse effect

on competition in the relevant Indian market.

There are also other regulatory authorities that regulate companies engaged in specif{'lg.se&i‘jfﬁ,\‘lj_\\

S —

such as Insurancé Regulatory and Development Authority (for the insurancq/_;séc't&).and\

Telecom Regulatory Authority of India (for the telecom sector). ;' (

The concept of shareholder activist groups or proxy advisory firms is emerging 'in.-l'\r'ldia.% P

£y —

/l(;

SEBI (Research Analysts) Regulations, 2014 (the  Analyst Regulations) define a-*proxy—~"

© 2021. International Journal of L.aw Management & Humanities [ISSN 2581-5369]

=\

N4

N

L4



(N

.' .i .‘ . . .
)

()

L2

L U )

LT U Y VI T VR YO Y YR Y

./ .I

A Y

2900 International Jowrnal of 1.aw Management & Humanities [Vol. 4 Iss 4; 2887]

adviser’ as any person who provides advice, through any means, to an institutional investor or
sharcholder of a company, in relation to exercise of their rights in the company including
recommendations on punlic offer or voting recommendation on agenda items. Institutional
Investor Advisory Services India Limited and InGovern, both established in 2010, are
prominent proxy advisory firms operating in India. Stakeholders Empowerment Services, a
corporate govemance research and advisory firm, claims to be the first company to have
registered as a ‘proxy adviser® under the Analyst Regulations; however, these firms are not
formally consulted by the authorities prior to promulgation of corporate governance initiatives.
Usually, committee recommendations and proposed regulatory norms are put up for public
comment by concerned authorities in order to ensure large-scale participation. The National
Foundation for Corporate Governance, sct up by the MCA as a not-for-profit trust, in
association with the Confederation of Indian Industry, the Institute of Chartered Accountants
of India and the Institute of Company Sccretarics of India (ICSI), also provides a platform for

spreading awareness regarding corporate governance issucs. '

I'V. ISSUES IN CORPORATE GOVERNANCE IN INDIA

Although there exist many issues in the field of Corporate Governance especially in India, an

cffort has been made to highlight only the major ones here:

Board performance

The requirement of at least one female director is vital, and also the stability of executive and
non-govt administrators aren't maintained. Assessment.is not executed from time to time and
transparency is lost somewhere. The overall performance isn't end result oriented those

requirements aren't always met with.

Independent Directors

Independent administrators are appointed for a cause which does not appear to be fulfilled in
the cutting-edge situation. Even after SEBI recommendations being issued to the corporate, for
the appointment of an audit committee or giving of a comprehensive definition of the

independent directors, the real situation seems to be worse accountability to Stakeholders

Privacy and Data Protection

This is an critical governance issue. Cyber security has evolved to be the maximum essential

factor of contemporary governance. excellent governance can only be finished as soon as the

-
A
/At
' https://www.lexology.com/library/detail.aspx?g=673{d913-c212-42bc-9d9¢-a0eb 14002359 lz\z{i;ted‘on
03.02.2020 ’ \\
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dircetors and different leaders within the organisation are widely recognized about the hazards

on this discipline Corporate Social Responsibility (CSR)

Being among the few countries to legislate on CSR, it is mandatory for companies to invest
minimum 2% of the profits in the last 3 years for CSR activitics. Otherwisc proper reasons
should be mentioned in the reports in case of failure. The companics scem to be reluctant

towards making such investments.'?

V. SUGGESTIONS

“Corporate governance is the application of best management practices, compliance of law in
truc letter and spirit and adherence to cthical standards for cffective management and

distribution of wealth and discharge of social responsibility for sustainable development of all
stakcholders™.

- Institute of Companies Secretaries of India

In step with the issues mentioned above, there is a extra onus upon the directors of the groups

to conform to the standards and first-class practices furnished in various legal guidelines and

rules. Apart from the laws and norms prescribed throuéh numerous establishments once in a
while, the agencies also are expected to behave responsibly toward the society as an entire
because the corporate are so big inside the contemporary instances, that they affect every and
cach man or woman citizen of the country equally. The burden on the businesses is already
reduced as they're made to comply with a set of hints and they're now not required to make any

amends to that. It's also required that the stakeholders additionally take part in the choice

making approaches to make it a contributory task altogether.

V1. CONCLUSION

The more the level of company governance, the more potent is the organisation within the eyes
of the shareholders of the organization. The impartial and the active directors are the ones who.
infuse and contribute toward showing the company as that of havin‘g good outlook. When it
comes to funding, the investors additionally are trying to find to locate the organizations with
more potent company governance in them. The corporate governance necessities in India
deliberate the organizations to audit their operating culture and give the shareholders

community a more positive outlook as their actions have ethical and prison 1mphcat1ons

. he
PGl .
new norms after the Companies Act 2013 got here into the are very balance/d and pr

resswg
they have got helped reformed the growth of Indian organizations as conl51§tent w‘;gg’obal \
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