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Dear OECD Corporate Governance Committee:

Public Consultation on Draft Revisions to the G20/OECD Principles of Corporate Governance

As a strong supporter of the G20/OECD Principles of Corporate Governance, Cefeidas Group welcomes
your review and request for comment on the G20/OECD Principles of Corporate Governance as they
have been the fundamental pillar on which the practice of Corporate Governance has been grounded
over the years. The COVID-19 crisis has irreversibly transformed the way in which the world works,
requiring corporations to adapt their approach to doing business in this post-pandemic era. As such, we
understand the importance of this review to update the G20/OECD Corporate Governance framework in
order to better align the stewardship principles with the new normal of the working world.

At Cefeidas Group we work with key leaders of regional companies and international investors across a
diverse range of industries to implement and strengthen sound corporate governance and sustainability
practices. For more information on Cefeidas Group, please visit: www.cefeidas.com

Cefeidas Group then focused on the following priority areas presented to the OECD, hopefully making a
useful contribution. We would like the opportunity to mention that we will also be submitting comments on
a separate document on the priority area gender diversity on company Boards and in senior
management together with Fundación FLOR.

Priority area 1: The management of environmental, social and governance (ESG) risks

Although many companies around the globe comply with renowned reporting standards and ensure their
activities are “carbon-neutral”, Cefeidas Group understands that companies are currently facing deeper
issues that demand more proactivity and taking a step further into finding integral solutions for urgent
matters such as climate change. ESG risks that are material to a company are constantly varying, but
climate change is currently a systemic risk not only because it can strike an entire industry but more
importantly because it is impossible to achieve economic growth and social development when basic
needs are uncovered and all efforts are focused on solving those basic issues, preventing the spectrum of
action from being broadened.

Assessing and disclosing a company's climate change associated risks and how it will adapt its business
model to manage those risks should be a key element not only of its sustainability disclosure but its risk
management. Moreover, we understand that to ensure the effective implementation of these actions, both
shareholder and stakeholder engagement should be encouraged as they are equally influential on the
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decision making processes that encompasses ESG risks management. An active role from all actors in
the governance process should aid in the pursuit towards corporate sustainability.

We are aware that corporations worldwide are inevitably exposed to ESG risks through their
stakeholders, but the case is particular for Financial Institutions. Contrary to the current paradigm, where
they see the financial products they commercialize as their main commodity, we believe that Financial
Institutions should look at their clients as the “product” itself. The explanation behind this reasoning is that
“there is no business without customers” and if the latter are threatened by unmanaged ESG risks that
can affect an entire industry, Financial Institutions could see a significant percentage of their portfolio
deeply affected. If the portfolio is heavily exposed to ESG risks, this consequently elevates the risks for
the Financial Institution. Thus, Cefeidas Group believes that Financial Institutions should internalize their
stakeholders' risks as their own externalities and include them as key parts of their own ESG risk
management.

The same can apply to non-financial companies that are highly exposed to ESG risks through their
stakeholders, where the value chain can be heavily affected. Thus, prior to getting transactionally
involved, a company should have a clear understanding of the risks related to its stakeholder’s operations
vis-a-vis their ESG exposure. This requires proactive identification, assessment, and management of
ESG risks before they become significant or materialize.

Cefeidas Group believes that in order to address these issues, Board and executive responsibility is key.
In this regard, ESG issues should feature as a regular part of both the Board and the management’s
agenda and integrated crosswise into the planification of all corporations business operations, strategy,
risk management and investment decision-making, giving the Board the responsibility to assure that a
stakeholder identification and engagement plan is in place.

Priority area 2: The growth of new digital technologies and emerging opportunities and risks

Cefeidas Group understands the importance of digital transformation in companies as a tool for growth
and development. We suggest two topics that we consider are key parts of the discussion within the
digital transformation and that require a specific governance treatment:

- DAOs (Decentralized Autonomous Organizations): The DAOs based on Web3, have been
approved as legal entities in three states from the US: Vermont, Wyoming and Tennessee and
although their growth has been limited, it is very possible that in the near future they will not only
grow in number but also interact with other organizations or traditional corporations, and therefore
an understanding of the basic standards for DAOs’ governance its of the utmost importance.

To date, DAOs use tools such as governance token, voting contract, delegation system, off-chain
snapshot, discussion forum and reputation systems, which are not necessarily traditional
corporate governance tools, thus we encourage the OECD to add them to the discussion agenda.

Using these tools will necessarily lead to a deeper discussion about the decision making process,
whether it is carried out by Direct on-chain democracy, Direct off-chain democracy, Quadratic
democracy or any other that will emerge in the future. A problem arises here because today there
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is a wide variety of decision making processes that have particular corporate governance
characteristics.

The potential issues we find today are that DAOs have an agency problem between Early-Stage
vs. Late-Stage Members; those who Have the knowledge vs. those who Don't; and those who
have Nothing-at-Stake vs. those who are under Hyper-Financialization. There are also tensions
generated between Decentralization vs. Efficiency; Stabilization vs. Growth; Leadership vs.
Decentralization; and Short-Term vs. Long-Term objectives.

This is a topic that Cefeidas Group is very interested in and we would like to contribute to the
discussion.

- The metaverse: it is one of the most important technological changes, not only as a promising
business opportunity, but also because it opens up new ways of interaction between corporations,
which are in a period of transition in which strategy and mission change will be oriented to
integrate companies into this new environment.

Cefeidas Group believes that the metaverse will change the Board's approach to business
planning, to its strategic and supervisory functions and to the way it operates. For example,
regarding business planning, the metaverse will enable the Board to look at the predictive
maintenance of equipment or through complex operational simulations to optimize production.
Concerning the strategy and supervision functions, metaverse will enable the reduction of costs
through product modeling and improve the company's controls with enhanced quality control
product simulations. Furthermore, in terms of operation, the metaverse will allow the Board to
meet without the need for face-to-face meetings, thus generating changes in the composition
paradigm, since any person anywhere in the world will be able to participate, as if it were present.

The Board has a responsibility then to ask the following questions: What controls or processes
are in place for the company to explore the opportunities and risks associated with new domains
such as the metaverse? What risks could arise from each potential use case, including the ethical
implications of new technologies and digital experiences? Should we consider creating a
technology committee to analyze the opportunities and risks associated with emerging
technologies that underpin our company's performance? Will the creation of a CMO (Chief
Metaverse Officer) be necessary?

Priority area 3: Crisis and risk management

The post-pandemic scenario has generated a new awareness of the importance of crisis and risk
management towards avoiding devastating outcomes. Companies all around the globe have experienced
the consequences of economic changes such as supply chain disruptions, inflation, debt, labor market
gaps, protectionism and educational disparities. There's no better time for the OECD to reinforce the
exponential benefit of regulators giving priority to crisis and risk management frameworks. In doing so, we
celebrate OECD strengthening the need for companies to focus on increasing resilience and
incorporating an ex ante and ex post crisis perspective and a renewed focus on material sustainability
risks.

3



The company's view of risk must be systemic and holistic, understanding that the company must not only
focus on the risks related to its business, but also address local, regional and even global risks, including
environmental, social and political risks. The 2022 Global Risks Report has identified the climate
transition disorder, increased cyber vulnerabilities, greater barriers to international mobility, and crowding
and competition in space as emerging challenges. In that sense, it reinforces that over a 10-year horizon,
environmental and societal risks continued to be perceived as the most critical long-term threats to the
world as well as the most potentially damaging to people and planet, with “climate action failure”,
“extreme weather”, and “biodiversity loss” ranking as the top three most severe risks.1

Cefeidas Group believes the current practice of companies incorporating sustainability governance into
their strategy calls for companies to incorporate transitional risks in between their strategic short-term
and long-term planning. In that sense, the role of the Board becomes more complex as it must start
addressing these kinds of risks, not often directly related to current operations or future set goals.

The boundaries of crisis and risk management are fluid as new issues continuously call for attention.
There is a potentially unlimited amount of elements to consider, including both the “known unknowns”
such as climate change, and the “unknown unknowns” such as the COVID-19 pandemic we’ve recently
experienced. In order to “future-proof” from both the foreseeable and the unprecedented ESG risks a
company may face, the Board has to be very thorough when assigning responsibility for the oversight of
ESG risks, their reduction, and, when inevitable, a properly mapped and designed crisis management and
recovery course of action. These measures may involve the full Board or committees focused on affected
stakeholders (as highlighted in priority area 4 below) to outline an exhaustive and systemic action plan.

Priority area 4: The role of Board committees

Cefeidas Group has been watching a trend in Latin America of incorporating executives in the Board
Committees together with Board members, leading to the potential risk of having Board Committees
performing duties closer to those requested usually to management committees. This could result in
Committees performing more day to day functions vis-a-vis being a support body to the Board, who must
remain as the ultimate decision-making body. We expect the regulator to put greater emphasis on this
matter to ensure that the responsibilities the Board committees are taking do not overlap with those which
should be left to management. This should also be reinforced in the charter committees. We believe that
each time a company creates a new committee, intended to oversee a specific topic that the company
identifies as important, the terms of reference or charter should reinforce the committees' functions and
report lines.

Cefeidas Group is aware that there is a new ecosystem of stakeholders the company has to consider in
its operation and decision making process2. Board Committees are experiencing difficulties to take these
voices into account. This could be related to time management issues, excessive participation in multiple
Board companies, and lack of expertise and monitoring regarding the different stakeholders needs. We
believe this gives the opportunity to reassess Board committees' purpose in order to find a way to build an
even stronger Board-stakeholder interaction and engagement.

2 Bowley, Tim and Hill, Jennifer G., The Global ESG Stewardship Ecosystem (October 2022). European Corporate Governance
Institute - Law Working Paper No. 660/2022

1 The Global Risks Report 2022 17th Edition
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The proposal is to rethink the purpose of Board Committees and reassess the Board’s Committees in a
stakeholder-driven way, considering the creation of separate Board committees dedicated to each of the
corporation’s major stakeholders including but not limited to customers, suppliers, employees,
communities, shareholders and institutional investors. On one hand, this would push the Board to map its
key stakeholders, increasing the awareness of the company. On the other hand, this could help the Board
to be informed of the stakeholders' views on different issues that could affect them, such as ESG risks,
corporate trust and culture, diversity, equity and inclusion, increased activism, risks and opportunities
related to evolving digital technologies (e.g. blockchain, artificial intelligence), supply chain risks,
compliance with regulatory, financial and tax requirements, etc. Lastly this may also impact in a positive
way the overall composition of the Board, having to consider the appointment of members with different
expertise and knowledge regarding these emerging stakeholders concerns3.

As an example, Cefeidas Group has recently worked with a Fintech company who identified “Generation
Alpha” as a major stakeholder, and therefore has decided to transform its current Innovation Committee,
focused mainly in the development of digital products, to a committee that will be mainly focused on
working towards the needs of those future customers.

Conclusion

Cefeidas Group would like to thank you for the opportunity to comment on the G20/OECD Principles of
Corporate Governance, which should serve to help regulators and entities to enhance and strengthen
their corporate governance practices. If you would like to follow up with questions or comments, please
contact Santiago Chaher at: schaher@cefeidas.com
Your faithfully,

Santiago Chaher
Managing Director
Cefeidas Group

With the collaboration of Paula Cagnolatti Chiavarino, Lucina Milagros Savron, Lucía Iturriza, María Laura
Andía and Lucas Berney.

3 Douglas K. Chia, Rethinking Board Committees, SOUNDBOARD GOVERNANCE BLOG (Jul. 13, 2020)
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