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CORPORATE GOVERNANTE COMMITIEE
PRIVATE FOUNDATION

Your coniribution will be highly appreciated.

Hlecse send your rasgporses to the addres: below before hovember 30, 20907:

To the attenfion of the Corporofe Governance Commi-tee
Rue des Sals 8 - Sruivarsstraat 2
1000 Brossals
T=32251508 2%
F+32235150985
Erarl: secretonvBeompor’egovemancecormitise be
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Introduction

The Corporate Goverrance Commitree (hereafter refered to as the 'Committee') is
seadng views from sted companies, directors, investors and other stakeholders on
their experience with implerentng the Belgion Comporate Governance Code
inereafter refered fo as the 'Code’]. Comments are requested before November
A0, 2207,

Context

Tre current text o° the Code was published on December 9, 20041, Since January 1,
2005 listed companies are requasted fo follow the Code's provisions and o publisk a
Corporate Govemnance Charer by Jonuery ', 2004 in which their govemance
structure and policy ore described.

several stuoes made by the Belgian Governarce Institute [BGI] and the Federa“on
o Enterprises in Belgium [FEB-VBC)2 as well as the Bonking, Finance and lnsurance
Cormmiss'on {CBFA)? have demonsirated that the Code s recogrized by Belgian
listed compuanies as “ne code of reference: they undertake 1o comply with the
provisians, of where appicoble, explain why they deviate from it, taking into account
their soacific features.

Purpose

-he mein purpase of ths public corsuitation is 1o determine to what extent the Code
conributes fo the development of corporate governonce practices encouraging
ertreprenaurshic ond risk management.

Based on this consultation, o well as an analysis of the observed and expected
developnents of corporate governance, the Committee infends to droft:
»  Possible cnarges faddifiars/daletions) to the curert text of the Cods; and,
« Explanations thar can stimulate/simpify o more efficiert implementation of the
Code's provisians.

Method

—cmments are welcome on any aspect of the Code, but the Commitree woulo
particularly welcome views and suggest'ons on “he fallowing issues:

= the effectveress of the Code

»  the srructure and scope of the Code

= the "comply or explain® appracch

» the discloswres on ine implementation of the Code

PTrie cpret est gt 1ve Code can Be lound at
bl ihary poparategovemarceiommittes e/en/oompmie qevgranee codelfing code/gefoullasms.

ERGIVATHFER, MNaigving v di Belgicehe Carparate Governance Code; aon sfond var zakan, aprll 2008 38
BEnSE-FEBAYED. Respect du Coge bolge de gawvensonscs o enfeorise; on éial de Ja quesiion, ol 2008, 2800
Tz repett can be found o' hP Do fevew Sz imarat GO0 eI oe M mitlee. oo fenihome .

*CHEA, Wargeilkerde srudie van denformatie niake “Coroaome oovenanss" dic Joor O gencloorge
vanneeh chopeen word! gepubliceerd in hef "Corporate Goverrance Chorter”, December 2004, 28pp /CRFA,
Shode companTlive surles itlamonons en maliére se “gouvernence d'enireprie T puldidy pas fes enireprises cotdes dart
le “Cherte e Gauvenrnence o Evreprize , déeombre 2006, 28 pp
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For each of these issues, specific questions are raised. In order 1o have o clear
understanding, all questions contain a detailed explanation. Respondents are invited
to reflect on the questions raised, but are ree o comment on ary other question or
martter they woud consider importanr,

8 2007 Corporate Sovernance Committes 2
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1.1 Does the Code support BETTER BOARD PERFORMANCE and LONG TERM VALUE CREATION? S

when reflectirg upon this question please consider the fallowing topics: compostion
of the board, board diversity, board tasks, board committees, organizafior of tne
board. board evaluation and the development of charters.

Commerts:

We beliove the Code recommends the right governance framework ond
processes such o5 the setling vp of specialized committees, clear Terms of
Reference for the Board and its Commitieegs, clear rules on the composition of
the Boord and its Committees, and the regular evaluation of the Boaord and ifs
Committees. This process supports fhe Board's gerdormance and enables the
Board ta crecfe and sustan long-term value.,

1.2 Plecse indicate on the scale befow your overall view on the effectiveness of the
Code:

Ineffearctive Veary e‘fgc’rive
] 2 3 |l 4 5 4 7 . 8 T 9 D
C IO T T 3TN0l x d1o0

1 BExplanatior of issye 11 Cf Code, Pregmble, ciguse | and 2

The Code s main objechve is fo support tang-ferm volue creation by means of promofing
good goavernance procrces which can stand fhe test with internanonal standords,

5 A vital role in corparate governance is atributed to the board of directars. A campany
shewd bensfit from an active aond effective board. In panicular, e extent to which the
board is able to realize its abjecivers ond exgcutes ifs tasks successfully should ultimafely
credate value,

Furfhermore, corporafe govemance should provide incentives for the board anc
managemeant o purive abjeciives that are in the interest of the company. its sharekalders
and ather stakeholders, This may not only be reflected in increased short term finonciol resulfs
but shauld afso entail sustoinoble lang-term wealth cragtion.

B 2007 Corporate Governonce Commities 3
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21 To what extent do you feel that the principles. provisions and guidelines are
sufficiently clear? *

Comments:

The principles, provisions ond guidelines are generally clear. the cormbination of
these three elemenfs give a proctical and clear patern of rules,

2.2 To what exfent does the Code reach the gim to be complementary ta the relevant
legal dispositons? &

wWhen reflecting upon this question please consider any possitre overlap or confict
between the Code and the national or international legal provisions.

Comments:

We think the Code is 0 good and proctical complement 1o the applicobie faws
and regutafions. The rules of the Code are generolly more deloiled and pravide
more specific guidonce thon some of the general principles sfated in the
apphcable laws, We da not think the Code conflicts with national or intarnational
leqal provisions.

& Fyptonation of issue 3: Cf Code, Freamble clouse 4 ancl 8

fructure: A key feature of the Code is a division befween ¢ principles ang their respective
pravisicns and guidelings. The 9 principles reflect fhe pilars on which goed corporare
governance shoud rest while the pravisions ond guidefines provide more detaifed description
how to intergret and implament the principles,

Scope: The Code encompasses {detoiled) orovisions on highly relevant topics regording the
three main octors in the corporote govemance pad. board of directars, management and
shorehoiders. These provisions ore direcrive and ove supposed 1o be mainly compiamentary
S legal dispositians,

! Provisions {some of which are further substanficled in the Code's Appendices) are
recommendaotions descriting how 1o apply the principles. Companies are expected to
camply with these provisions or sxplain why, faking info occount ther specific sifuation, they
clo nat cornply.

The prowisions ore supplernented with guidelines, which provide guidonce as fo how the
company thould imatement or interprat fhe provisions lald down in the Code, Mast guidefines
are gualitofive and do not lend themselves fo gsséssment in terms of complionce. The
obiigation 1o comply or exploin does not therefore opaly o fhase guideiings,

Becouse of thelr defaited ond proctical description, provisions and guidelnes should guide
comparies on how to implement the Code taking info occount thelr specificities and an how
ta aghere o the Code's govemnance philasaphy. To obtain these objeckives, provisions and
guideines should be cleardy formulated, sufflciently substantigted and regutarly updated

! legistation and regutations set a slandard reference framework for compaonies. Far some
oovemnonce matiers, legal provision: gre rather limited ond/or formuioted in o general woy.
The [defoiled] provisions of the Code seive 05 o complement and provids o practicaol
guidonce far the implementation of good governance,

92007 Carporgrg Governonce Committes 4
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23 To what extent do you consider the Code 1o be complete? ¢
c. Topics not sufficiently reated?
Nare
o. Topics that are mssing2
MNanea
¢. Tepics *hot nesd gdditional provisions or guidelines?
None

24 Does the Code give sufficient altenfion to the role of the shareholder and the
lunction{ing} of the sharehalders’ meeting? v

wher reflecting upon this questior please pay attention to the roe of the
shoreholder as we! as the role of the sharenclders’ meeting and whether they are
sufficiently documentead.

Comments:

we think that the Code gives sufficient attention to fhese matters through

emphasiz on regular and up-to-date shareholders' informotion and company
dizclosure.

25 Pleocse indicate on the scale belaw your overall view on the structure and the scope

of the Code:
Incomroste Very complete
' 2 3 4 5 b 7 8 5 W
OO e 81 (10 x - 0. [

#irt line with internafiondl practices, the Code covers o brood set of goverrance topics which
gre considersd to be of vimesr impartance. Nevertheless, sorme topics might need further
clanficotion or have been avanooked.

N Code, Brinciple 8

Shareheider siructires are one of the most discriminaling and determining factors mn
cofparate govemnance. Belgium. 3 some other Eurapeon caunfrizs, is chorocterised by
concentrated ownership, Thergfore, soecial attention in the Code is given fo o company's
retationship with his sharsholders,

B 2507 Corporate Govarnance Cammitiep _ =
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3.1 Does the ‘comply or expiain’ option oifer sufficiert Nexibility for the corparate
governance of listed comipunies? 12

Commen-s.

We ara in favor of the ‘comply or expiain’ approach because it provicdes the
flexibility for owr company to derogate from g provision of the Code in specific
circumstances white providing fronsparent information 1o our stokeholders,

3.2 Whd covld or should be added to the Code’s recommendgtions to betler mitigote
the risk of box-tleking? 12

Camments:

We think that the risk of ‘box-teking' goes beyond the ‘comply or exploin’
approach and figs with corporate governance in general. We do nol see what
could be odded to mitigate This fisk since the Code provides useful tools aond
gutdance to implement good govermance.

3.3 s the compliance with and the deviatlon irom the Code sulficlently menitored?'4
wran reflscting upon this question plegse consider the rmonitoring role of the

shereholders andfor “he role of the Corporare Govemnance Committee or ofher
maoaniarng systems.

1 Explonation of issue 3. CF Code, Preomble clause 4

The Commiffes has apled for o Rexible opproach based on o 'tomply or explain’ systen. This
impfies that componies can either comply with o Code's provision or devigle from it bul
exgiain why they do not foliow the =pecific provision,

12 The 'comply or explon' system should aflow the toking into gocount of comparnies
specificities, such gg size. sharsholding sfructure, activibes, exposure to flsks ond managemeant
structure, The finai objeclive is to failor gavernance siructures and processes to the specific
neead: of companies. In this -espect, o siict and rgid application of o detaled set of rules
woLIg violate this objecfive.

2 The risk of the 'comply or @xplain’ syster s that comparnies and investors give priornty to
Farmal compliance with the provisions over o substantial adherence of assessment of fhe
govermnance principlas laid dewn in the Code. This phenomeanon i refered ta as "box icking”,

*The 'comply or explain’ system offers great flexitiiity 1o companies but entoits moniforing by

extemnaol parties. Differgnt parties con be quthonzed o monitor the information yieldsd by the
"carmply of explom” systerr,

@ 2007 Corporate Governance Cammiftes 6
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Comments:
We fhink that the compliance with the Code js sufficiently monitored by

investors,  shoreholders ond  other bodies fike the Belgian Corporate
Governance Committee Mthrough regutar surveys and questions).

34 Please Indiccte on the scale below your overall view on the ‘comply or explain’

approach:
Ineffective Very effective
1 2 3 4 5 6 7 8 s | 10
L T O T OO T M = 1F
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4.1 To what extent is the relationshlp between the corporate governance charler and
corporate governance chapter (annugl report) adequate?

Carrnents:

We think that the distinction made in the Code between the Corporate
Governance Charter and the Corporate Governonce Chapter of the annual
renort (s anporooricis.

The relafionship between the Charter imoin aspects of our corporate Jovernance
rules and policies) and the Chapter ffactual information) is generglly adeguote,
even though the Chorter must also confaln some factual information jlike
shareholdings in tho company] whilte this infarmafion must also be ovailable on
our webr site {see our suggestion fn this respect under seclion 5.1).

4.2 i3 the cost of complying with the diselosure recommendations proportlonate to the
benefits of such disclosure? T

Comments:

Y'es, we think its,

4.3 Flease indicate on the scale below your overall view on the structure and content
of the disclosures required by the Code:

nadeguote YVery adeguaie
1 2 ? 10

3 4| 5 s 8
OO OO T x TOT 0

" Expfanafion of issue 4. Cf Code, Freomble clouse 5 and Principle 9 ond Appendix F

Diszlosure, teading to fransparency, is on essential ingredient of the Code. Disclasure is crucict
o cow autside monitoring by different market porfies, The infarmation disciosed should be
relevant fo shareholders and other stokeholders. Hence the Codes' provisiors aim ot putting
N @iace g high tevel of fransparency Concerming companies Cororore governarnce.

¢ Transporency is obtained through disclosure in two different documents; the Corporate
Fovernonce Charfer, posted an a compony’s wehsite, and the Corporote Govemnonce
Chaoter n fhe annual report. Developing fhese documents as well as the regularly vpdote
imaly @ cost. However, companies sheuld benefit frorn enhonced fransparency by aitracting
capital af iower Cast and by buiiding sustalnable relatianships with Hheir stakeholders.

© 2007 Corporgte Governance Commites 3
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5.1 Dayou have any other comment or suggestion on the Code you would like to
make to the Committee?

Commeants:

Fefarring to our answer o question 4.1, we suggest amending the provision 8.4 of the Code to
altow companies to refer to their web site instead of updating the Corporate Govarnance Chanter sach
fime the shareholding structure changes (for Ingstance fatiowing receipt of a shareholding's nalification).

@ 2007 Corporate Governance Commitiee ]
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Infarmation in ralaton tC the idertty of the respondent:

“Unless atherwise stated. responses will be regarded as being on the public record.
Fesoongeris snould indicate specifically whether their responses should be reated
oz confidential {(standord discloimers in responses received by e-mail will be
disregarded for *Fs pumpose]”

Trank vou for your coooeration!
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