
Comments on the Revised OECD Principles of Corporate Governance  

Revised OECD Principles of Corporate 
Governance 

Comments/Observations 

I. Ensuring the Basis for an Effective 
Corporate Governance Framework 

 

(1) Page 3, Num. 1. Xxx… The legislative 
and regulatory elements of the 
corporate governance framework can 
usefully be complemented by soft law 
elements based on the “comply or 
explain” principle such as corporate 
governance codes in order to allow for 
flexibility and address specificities of 
individual companies. What works 
well in one company, for one investor 
or a particular stakeholder may not 
necessarily be generally applicable to 
corporations, investors and 
stakeholders that operate in another 
context and under different 
circumstances.  

The use of “apply or explain” instead of 
“comply or explain” may be a better 
terminology since we are talking of 
principles. The term “comply” seems better 
suited for rules and regulations while term 
“apply” seems more appropriate for 
principles.  

(2) Page 4, Num. 4 If new laws and 
regulations are needed, such as to deal 
with clear cases of market 
imperfections, they should be designed 
in a way that makes them possible to 
implement and enforce in an efficient 
and even handed manner covering all 
parties. Consultation by government 
and other regulatory authorities 
with corporations, their 
representative organizations and 
other stakeholders, is an effective 
way of doing this. Mechanisms should 
also be established for parties to 
protect their rights. In order to avoid 
over-regulation, unenforceable laws, 
and unintended consequences that 
may impede or distort business 
dynamics, policy measures should be 
designed with a view to their overall 
costs and benefits.  

In the promulgation of new laws or 
amendments of existing ones, consultation 
with corporations, stockholders and other 
stakeholders is always a pre-requisite. 
Notice to give them the opportunity to 
comment suffices.  

(3) Page 4, Num. 5 Public authorities 
should have effective enforcement 
and sanctioning powers to deter 
dishonest behavior and help ensure 

This provision highlights the importance of 
effective enforcement to ensure best 
corporate governance best practices. The 
addition of sanctioning powers emphasizes 



sound corporate governance 
practices. In addition, enforcement 
can also be pursued through private 
action, and the effective balance 
between public and private 
enforcement will vary depending upon 
the specific features of each 
jurisdiction. 

the need for regulatory agencies to ensure 
that proper sanctions, such as fines, 
suspension from trading and/or revocation 
of registration, are provided for CG 
violations or malpractices. 

(4) Page 4, Num. 6 Corporate 
governance objectives are also 
formulated in voluntary codes and 
standards that do not have the 
status of law or regulation. While 
such codes play an important role in 
improving corporate governance 
arrangements, they might leave 
shareholders and other stakeholders 
with uncertainty concerning their 
status and implementation. When 
codes and principles are used as a 
national standard or as an explicit 
substitute for legal or regulatory 
provisions, market credibility requires 
that their status in terms of coverage, 
implementation, compliance and 
sanctions is clearly specified.  

This means that the extent of compliance 
must be measured in order that applicable 
sanction for varying degrees of non-
compliance may be specified. 
 

(5) Page 5, Num 11 Supervisory, 
regulatory and enforcement 
responsibilities should be vested with 
bodies that are operationally 
independent and accountable in the 
exercise of their functions and 
powers, have adequate powers, 
proper resources, and capacity to 
perform their functions and 
exercise their powers, including 
with respect to corporate 
governance… 

The regulatory and enforcement bodies 
should have fiscal autonomy to ensure 
independence and avoid conflict of interest. 
Non-public bodies vested with self-
regulatory functions should be accredited by 
the regulatory authority to ensure they act 
consistently and fairly. 

(6) Page 6, Par. F Cross-border 
cooperation should be enhanced, 
including through bilateral and 
multilateral arrangements for 
exchange of information.  

Exchange of information between and 
among regulators should allow the 
requested authority to gather information 
through other agencies and mechanisms 
that are allowed within its own jurisdictions 
that do not require statutory changes. 

II. The Rights and Equitable 
Treatment of Shareholders and Key 
Ownership Functions 

 



(1) Page 7, Num. 15 …shareholder 
ability to vote on board member and 
key executive compensation, 
approval of material related-party 
transactions and others have also 
been established in other 
jurisdictions. 

Shareholders need not vote on 
compensation but may be empowered to 
raise issues related to compensation at 
annual meetings for board compensations. 
See page 9, number 4. 

(2) Page 7, Num. 16 ... In providing 
protection to investors, a distinction 
can usefully be made between ex-
ante and ex-post shareholder rights. 
Ex-ante rights are, for example, pre-
emptive rights and qualified 
majorities for certain decisions… 

Provide more examples of “ex-ante rights of 
shareholders” 

(3) Page 8, Par. A Basic shareholder 
rights should include the right to: 1) 
secure methods of ownership 
registration; 2) convey or transfer 
shares; 3) obtain relevant and 
material information on the 
corporation on a timely and regular 
basis; 4) participate and vote in 
general shareholder meetings; 5) 
elect and remove members of the 
board; and 6) share in the profits of 
the corporation 

To prevent specialized court procedures, 
e.g., timely injunctions, from being abused, 
these must be limited to specific matters or 
circumstances, e.g., where there is danger of 
dissipation, etc.  

(4) Page 8, Par. B Shareholders should 
be sufficiently informed about, and 
have the right to approve or 
participate in, decisions concerning 
fundamental corporate changes such 
as: 1) amendments to the statutes, or 
articles of incorporation or similar 
governing documents of the 
company; 2) the authorization of 
additional shares; and 3) 
extraordinary transactions, including 
the transfer of all or substantially all 
assets, that in effect result in the sale 
of the company 

It is suggested to include substantial (at least 
5% of the company’s total assets) Related 
Party Transactions as an item that 
shareholders should be sufficiently informed 
about and have a right to approve or 
participate in 
 

(5) Page 9, Num. 21 … Companies are 
justified in assuring that abuses of 
such opportunities do not occur. It is 
reasonable, for example, to require 
that in order for shareholder 
resolutions to be placed on the 
agenda, they need to be supported 

It is suggested to indicate the threshold for 
the specified market value or percentage of 
shares or voting rights. 



by shareholders holding a 
specified market value or 
percentage of shares or voting 
rights… 

(6) Page 9, Num. 22 … With respect to 
nomination of candidates, boards in 
many companies have established 
nomination committees to ensure 
proper compliance with established 
nomination procedures and to 
facilitate and coordinate the search 
for a balanced and qualified board. It 
is regarded as good practice for 
independent board members to have 
a key role on this committee.  
 

The creation of a Nomination Committee 
should be made mandatory, composed of a 
majority of Independent Directors. 
 
The nomination procedures must be 
disclosed in the company’s website for 
proper guidance of the stockholders. 

(7) Page 11, Num. 27... To provide 
clarity among shareholders, 
regulators may issue guidance on 
forms of coordination and 
agreements that do or do not 
constitute such acting in concert in 
the context of takeover rules. 

It is suggested that reference be made to 
international principles and practices when 
it comes to takeover rules and competition. 

(8) Page 12, Num. 35 Most jurisdiction 
have put in place rules for clearly 
flagging these transactions. They 
include broad definitions of what is 
understood to be a related party as 
well as rules to disregard some of 
these transactions when they are not 
material because they do not exceed 
ex ante thresholds, can be regarded 
as recurrent and taking place at 
verifiable market terms or taking 
place  with subsidiaries where no 
specific interest of a related party is 
present. Once the related party 
transactions have been identified, 
jurisdictions set procedures for 
approving them in a manner that 
minimizes their negative potential. In 
most jurisdictions, great emphasis is 
placed on board approval, often with 
a prominent role for independent 
board members, or a requirement for 
the board to justify the interest of the 
transaction for the company. 

Prior shareholders’ approval for big ticket 
RPTs is a good corporate governance 
practice. It is also suggested that the 
procedure for approval of RPTs be 
consistent and not easily amended.  



Shareholders may also be given a say 
in approving certain transactions, 
with interested shareholders 
excluded. 

III. Institutional Investors, Stock 
Markets, and Other Intermediaries 

 

(1) Page 15, Num 45 The effectiveness 
and credibility of the entire 
corporate governance system and 
company oversight therefore 
depend to a large extent on 
institutional investors’ willingness 
and ability to make informed use of 
their shareholder rights and 
effectively exercise their ownership 
functions in companies in which 
they invest. While this principle 
does not require institutional 
investors to vote their shares, it calls 
for disclosure of how they exercise 
their ownership rights with due 
consideration to cost effectiveness… 

Willingness of an institutional investor to 
make informed use of its shareholder rights 
is an important consideration for an 
effective corporate governance system. 
Further, disclosure and transparency are 
key elements, as well. 
 
This can be emphasized as a good CSR 
because institutional investors are vocal 
about their primary responsibility to their 
clients. Asset managers should be bound by 
good CG principles and practices, as well.  

(2) Page 16, Num. 47 The disclosure of 
actual voting records should be 
considered good practice, especially 
when the voting of shares is an 
explicit part of the institution’s 
corporate governance policy. When 
an active corporate governance 
policy is used to justify management 
fees, the nature and practical 
implementation of an active 
corporate governance policy, 
including staffing should be 
transparent to beneficiaries who 
rely on institutions with such active 
corporate governance policies. 

This is a welcome amendment in that it calls 
for more transparency among asset 
managers. 

(3) Page 16, Num. 48 Custodian 
institutions holding securities as 
nominees for customers should not 
be permitted to cast the votes on 
those securities unless they have 
received specific instruction to do 
so. Rules should require custodian 
institutions to provide shareholders 
with information concerning their 
options in the exercise of their 

We agree. This must always be part of the 
company’s disclosures prior to holding 
stockholders meeting, together with the 
manner of exercising their voting rights. 



voting rights. Shareholders may 
elect to vote by themselves or to 
delegate their voting rights to 
custodians. Alternatively, 
shareholders may choose to be 
informed of all upcoming 
shareholder votes and may decide 
to cast some votes while delegating 
some voting rights to the custodian. 

(4) Page 17 Can the draft give examples of how 
professionals may maintain their integrity – 
through accreditation/self regulation? 

(5) Page 18, Par. F For companies who 
are listed in a jurisdiction other than 
their jurisdiction of incorporation, 
the applicable corporate governance 
laws and regulations should be 
clearly disclosed. In the case of cross 
listings, the criteria and procedure 
for recognizing the listing 
requirements of the primary listing 
should be transparent and 
documented, 

Companies listed in a jurisdiction other 
than the jurisdiction of incorporation must 
also follow the CG rules where it is listed, if 
the latter are of higher standards or, the 
region can harmonize their standards.  

IV. The Role of Stakeholders in 
Corporate Governance 

 

(1) Page 21, Num. 65 Unethical and 
illegal practices by corporate 
officers may not only violate the 
rights of stakeholders but also be to 
the detriment of the company and 
its shareholders in terms of 
reputation effects and an increasing 
risk of future financial liabilities. It is 
therefore to the advantage of the 
company and its shareholders to 
establish procedures and safe-
harbours for complaints by 
employees, either personally or 
through their representative bodies, 
and other outside the company, 
concerning illegal and unethical 
behavior… 

Companies should be mandatorily required 
to have a whistle blower policy, which 
should be properly disclosed, and should be 
beyond mere protection against reprisal. 

V. Disclosure and Transparency  
(1) Page 23, Num 70 Disclosure 

requirements are not expected to 
place unreasonable administrative 
or cost burdens on enterprises. Nor 

It is suggested that the draft gives examples 
of “material information”. 



are companies expected to disclose 
information that may endanger 
their competitive position unless 
disclosure is necessary to fully 
inform the investment decision and 
to avoid misleading the investor. In 
order to determine what 
information should be disclosed at a 
minimum, many countries apply the 
concept of materiality. Material 
information can be defined as 
information whose omission or 
misstatement could influence the 
economic decisions taken by users 
of information. 

(2) Page 25, Num 80 Information 
about board and executive 
remuneration is also of concern to 
shareholders. Of particular interest 
is the link between remuneration 
and company performance. 
Companies are generally expected 
to disclose information on the 
remuneration of board members 
and key executives so that investors 
can assess the costs and benefits of 
remuneration plans and the 
contribution of incentive schemes, 
such as stock option schemes, to 
company performance. Disclosure 
on an individual basis (including 
termination and retirement 
provisions) is increasingly regarded 
as good practice and is now 
mandated in many countries. In 
these cases, some jurisdictions call 
for remuneration of a certain 
number of the highest paid 
executives to be disclosed, while in 
others it is confined to specified 
positions.  

It is suggested that when executive 
compensation is disclosed, there should 
always be a statement that executive 
compensation is based on company’s 
performance and this should actually be the 
case. 

(3) Page 25-26, Num. 83 To ensure 
that the company is being run with 
due regard to the interests of all its 
investors, it is essential to full 
disclose all material related party 
transactions and the terms of such 

There should be pre-disclosure to and pre-
approval of stockholders for material RPTs. 
What is considered “material” should be 
specifically defined in the company’s Manual 
on Corporate Governance. 

 



transactions to the market, 
individually. In many jurisdiction 
this is indeed already a legal 
requirement. Related parties should 
at least include entities that control 
or are under common control with 
the company, significant 
shareholders including members of 
their families and key management 
personnel. While the definition of 
related parties in internationally 
accepted accounting standards 
provides a useful reference, the 
corporate governance framework 
should ensure that all related 
parties are properly identified and 
that in cases where specific interests 
of related parties are present, 
material transactions with 
subsidiaries that are consolidated 
are also disclosed.  

 
(4) Page 27, Num. 90 Companies 

should report their corporate 
governance practices, and such 
disclosure should be mandated as 
part of the regular reporting. 
Companies should implement 
corporate governance principles set, 
or endorsed, by the listing authority 
with mandatory reporting on a 
“comply or explain” basis… 

A better terminology may be “apply or 
explain”, instead of “comply or explain” 

(5) Page 29, Num 99 Provisions for 
ongoing disclosure which includes 
periodic disclosure and continuous 
or current disclosure which must be 
provided on an ad hoc basis, should 
be required. With respect to 
continuous/current disclosure, good 
practice is to call for “immediate” 
disclosure of material 
developments, whether this means 
“as soon as possible” or is defined as 
a prescribed maximum number of 
specified days… 

A specific number of days, i.e., 3 days should 
be provided that would constitute best 
corporate governance practice. The phrase 
“as soon as possible” is very relative. 

VI. The Responsibilities of the 
Board 

 



(1) Page 33, Num 7 Ensuring the 
integrity of the corporation’s 
accounting and financial reporting 
systems, including the independent 
audit, and that appropriate systems 
of control are in place, in particular, 
systems for risk management, 
financial and operational control, and 
compliance with the law and relevant 
standards. Large companies should 
be encouraged to put in place and 
internal audit function and an audit 
committee of the board to oversee 
the effectiveness and integrity of the 
internal control syste. 

The Audit Committee should be a 

mandatory requirement. It must have a 

Charter of its own. 

(2) Page 34, Num 120 In countries with 
single tier board systems, the 
objectivity of the board and its 
independence from management 
may be strengthened by the 
separation of the role of chief 
executive and Chair. Separation of 
the two posts may generally be 
regarded as good practice, as it can 
help to achieve an appropriate 
balance of power, increasing 
accountability and improve the 
board’s capacity for decision making 
independent of management… 

While separation of chief executive and 
chair should be encouraged as much as 
possible, it should recognize other 
compelling reasons why separation is not 
aligned with company situations. 

(3) Page 34, Num 122 The manner in 
which board objectivity might be 
underpinned also depends on the 
ownership structure of the company. 
A dominant shareholder has 
considerable powers to appoint the 
board and the management. 
However, in this case, the board still 
has a fiduciary responsibility to the 
company and to all shareholders 
including minority shareholders. 

It is important to emphasize the fiduciary 
responsibility of the board. Actual 
manifestations of this type of responsibility 
must be enumerated for the 
guidance/consideration of all existing 
boards. 

(4) Page 35, Num 125 Independent 
board members can contribute 
significantly to the decision-making 
of the board. They can bring an 
objective view to the evaluation of 
the performance of the board and 
management. In addition, they can 

The declaration who the board considers to 
be independent and the criterion for this 
judgment is consistent with an “apply or 
explain” approach. 



play an important role in areas 
where the interests of management, 
the company and its shareholders 
may diverge such as executive 
remuneration, succession planning, 
changes of corporate control, take-
over defences, large acquisitions and 
the audit function. In order for them 
to play this key role, it is desirable 
that boards declare who they 
consider to be independent and the 
criterion for this judgment.  

(5) Page 36, Num 128 Service on too 
many boards can interfere with the 
performance of board members. 
Some countries have limited the 
number of board positions that can 
be held. Specific limitations may be 
less important than ensuring that 
members of the board enjoy 
legitimacy and confidence in the eyes 
of shareholders. Disclosure about 
other board memberships to 
shareholders is therefore a key 
instrument to improve board 
nominations. Achieving legitimacy 
would also be facilitated by the 
publication of attendance records for 
individual board members (e.g. 
whether they have missed a 
significant number of meetings) and 
any other work undertaken on behalf 
of the board and the associated 
remuneration. 

It might help to recommend a specific limit 
on the number of board seats that a director 
can hold. The limit should not only apply to 
independent directorships. 

(6) Page 36, Num. 129 In order to 
improve board practices and the 
performance of its members, an 
increasing number of jurisdictions 
now encourage companies to engage 
in board training and voluntary 
board evaluation that meet the needs 
of the individual company, 
sometimes with the help of external 
facilitators to increase objectivity. 
This might include that board 
members acquire appropriate skills 
upon appointment, and thereafter 

It should be mandatory for all persons 
serving as directors of the individual 
company for the first time.  It is also 
suggested that independent directors 
render an annual personal report of his 
participation in major board decisions and 
his membership in committees. 



remain abreast of relevant new laws, 
regulations, and changing 
commercial and other risks through 
in-house training and external 
courses. In order to avoid groupthink 
and bring a diversity of thought to 
board discussion, boards should also 
consider if they collectively possess 
the right mix of background and 
competences.  

 


