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Corporate Governance Committee

 


Brussels, 9 December 2004

PRESS RELEASE

The Belgian Code on corporate governance has arrived

The definitive Belgian Code on corporate governance is published today, and Corporate Governance Committee Chairman, Maurice Lippens, officially handed it over to Prime Minister Guy Verhofstadt.

As promised, the final version (in English) of the Belgian Code on corporate governance is presented today. When drawing up the Code, the Committee took account not only of the many reactions it received during the public consultation last summer, but also of recent initiatives taken in this area by the European Commission. "With this unanimously approved Code, the Corporate Governance Committee aims both to adopt a clear, firm view regarding the essentials of good governance and to put them plainly to listed companies. Furthermore, the Committee calls upon the Belgian authorities to designate this Code as the Belgian code of reference for corporate governance, as requested by the European Commission", Lippens said.

Flexible approach on three levels

The Committee stuck to a flexible approach based on the so-called ‘comply or explain’ method, which has already proved its worth in other countries. The Code has three levels: principles, provisions and guidelines. 

There are nine principles, the pillars of corporate governance, which all listed companies - without exception - must respect. Amongst other things, these principles call for a transparent management structure, a focus on the interests of the company, the need of fair and responsible remuneration for directors and executives and disclosure thereof, and respect for the rights of all shareholders.

The provisions define how these principles can be put into practice. Companies are required either to comply with them or to explain on the basis of their specific situation why they adopt other practices. "We are assuming that listed companies will implement most of the Code's provisions. Companies that see fit to deviate from a particular provision must explain this in their annual report. This may be the case for recently listed small caps, for example, or for young growing companies", Lippens said. Finally, the guidelines provide guidance as how companies should implement or interpret the provisions. 

Transparency in two ways

Transparency, via disclosure, is an essential component of the Code and should contribute to an effective external monitoring. The Code's provisions aim to ensure extensive transparency with regard to companies’ corporate governance. Specifically, the Code requires companies to include a Corporate Governance Charter on their website, describing the main aspects of its corporate governance policy, such as its governance structure, the responsibilities of the board of directors and executive management, the specific tasks of the boardcommittees, the company's remuneration policy, and so forth. The annual report should contain a specific Corporate Governance Chapter including more factual information relating to corporate governance, such as relevant that took place during the year under review, such as the (re-)appointment of directors or the actual remuneration of the members of the board. 

Three players for a combined monitoring of the Code 

The Corporate Governance Committee attaches great importance to properly monitoring compliance with the Code's provisions. In light of the particular situation in Belgium, where many companies are controlled by one or more shareholders, it was decided to opt for a combined monitoring system relying on the board, the shareholders and the Banking, Finance and Insurance Commission (CBFA), possibly complemented withother mechanisms. "First the board of directors must ensure that the Corporate Governance Charter and the Corporate Governance Chapter in the annual report are accurate and complete. Then it is up to the shareholders to carefully evaluate the company's corporate governance policy. If the company deviates from the provisions set out in the Code, it is their duty to find out why and assess those reasons, taking account of the company's specific characteristics. Finally, the CBFA will verify the observance by the companies of the “comply or explain” principle” , Lippens explained.

And now…

The Code will apply to listed Belgian companies and enter into force on 1 January 2005. At general meetings of shareholders held that year, corporate governance should be an item on the agenda for information. Where possible, 2004 annual reports should include a statement on the subject. As from 1 January 2006, companies should have made public a Corporate Governance Charter, outlining their corporate governance structure and policies. The annual report for the year 2005 should also include a separate Corporate Governance Chapter.  

The Committee also believes that what constitutes good governance will evolve with changing circumstances. Therefore, it will be important to develop an appropriate mechanism for the review of corporate governance practices and the adaptation of the  recommendations. "At the invitation of Parliament, the Committee will continue to reflect, with the Government, on the most suitable follow-up of this Code. Meanwhile our Committee will remain active”, Lippens concluded.

The full text of the Code, including its appendices, and an overview of the results of the public consultation, can be consulted at the following address: http://www.corporategovernancecommittee.be/en/home/.
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