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CORPORATE GOVERNANCE COMMITTEE
PRIVATE FOUNDATION

Your contribution will be highly appreciated.

Please send your responses to the address below before November 30, 2007:

To the attention of the Corporate Governance Committee
Rue des Sols B — Stuiversstraat 8
1000 Brussels
T+3225150829
F+3225150985

Email: secretary@ corporategovernancecommittee.be
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Introduction

The Carporate Governance Committee (hereafter referred to as the 'Committee’} is seeking views
from listed companies, directors, investors and other stakeholders on their experience with
implementing the Belgian Corporate Governance Code {(hereafter referred to as the ‘Cade’).
Comments are requested before November 30, 2007.

Context

The current text of the Code was published on December 9, 2004% Since January 1, 2005 listed
companies are requested to follow the Code’s provisions and to publish a Corporate Governance
Charter by January 1, 2006 in which their gavernance structure and policy are described.

Several studies made by the Belgian Governance Institute {BGI) and the Federation of Enterprises in
Belgium (FEB-VBO)’, as wel! as the Banking, Finance and Insurance Commission (CBFAP have
demonstrated that the Code is recognized by Belgian listed companies as the code of reference: they
undertake to comply with the provisions, or where applicable, exptain why they deviate from it,
taking into account their specific features.

Purpose

The main purpose of this public consultation is to determine tc what extent the Code contributes to
the development of corporate governance practices encouraging entrepreneurship and risk
management.

Based on this consultation, as well as an analysis of the observed and expected developments of
corporate governance, the Committee intends to draft:
¢ Possible changes (additions/deletions) to the current text of the Code; and,
e Explanations that can stimulate/simpiify a more efficient imptementation of the Code's
provisions.

Method

Comments are welcome on any aspect of the Code, but the Committee would particularly welcome
views and suggestions on the following issues:

» the effectiveness of the Code

+ the structure and scope of the Cade

» the “comply or explain” approach

« the disclosures on the implementation of the Code

For each of these issues, specific questions are raised. In order to have a clear understanding, all
guestions contain a detailed explanation. Respondents are invited to reflect on the questions raised,
but are free to comment on any other question or matter they would consider important.

! The current text of the Code can ba found at
http:/ fwww.corporatesovernancecommitiee.ba/en/eorperate_ggvernance godeffingl code/default.aspx.

1 RGI-VRO/FED, Noleving van de Belgische Corporate Governance Code: een stand van 2akea, 2pril 2006, 28 pp fBG I-FEBSVBQY, Respert du
Code belge de goyvernance d'entreprise: un état de lo guestion, avri! 2006, 28pp. This report can be found at
http:/ ferww.carpar overnancecommittaa befen/home/.

i CoFa, Vergelijkende studie var de informotie inzoke “corporate gavernance” die door de genatéerde vennootschappen wordt gepubliceerd
w1 het “Corparote Gavernonce Charrer”, Decembar 2006, 28pp./CBFA, Etude comparative sur les informations en moridre de "gouvernance
d'entreprise  publids pav a3 entraprises cotées dans fa "Charie de Gouverrmance d 'Entreprisa ™ , décembre 2008, 18 pp.
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1.1 Does the Code support BETTER BOARD PERFORMANCE and LONG TERM VALUE CREATION? s

When reflecting upon this question please consider the following topics: composition of the hoard,
board diversity, board tasks, board committees, organization of the board, board evaluation and the
development of charters.

Comments:

The Board composed of different types of directors, whether with regard to their competence or their
situation vis-a-vis the company {executive/non-executive/independant) might certainly be an added-
value for a company to provide the company with a broader view, industrywide.

The Code is with regard to the composition of the Board very flexible, which is necessary due to the
very diverge landscape of the different Beigian companies.

The quorum in nominating independant directors enhances furthermore better board perfarmance
and value creation.

1.2 Please indicate on the scale below your overall view on the effectiveness of the Code:

ineffective Very effective
' 2 3 4 5 6 7 8 9 10 |

1
gt grogrglogrofol x [0

? Explanation of issue 1: Cf Code, Preambie, clause 1 and 2

The Code's mgin objective is to support long-term value creation by means of promoting good governance
practices which can stand the test with international standarads.

® & vital role in corporate governance is attributed to the boord of directors. A company should benefit from an
active and effective boord. in particular, the extent to which the boord Is able to realize its abjectives ond
executes its wasks successfully should vitimotely create value,

Furthermore, corporate governance should provide incentives for the board ond management to pursue
pbjectives that are in the interest of the company, its shareholders ond other stakeholders. This moy not only be
reflected in increased short term financiol results but should also entail sustainable long-term weoith creation,
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2.1 Towhat extent do you feel that the principles, provisions and guidelines are sufficiently clear? ?

Comments:

Principles are generally clear. Guidelines ought to be too detailed and often improve
“formalisme/boxticking”.

2.2 To what extent does the Code reach the aim to be complementary to the refevant legal
dispesitions? §

When refiecting upon this question please consider any possible overlap or conflict between the
Code and the natianal or international legal provisions.

Comments:
According to our experience in applying the Code, we did not discaver so far any major overlap with

national or international legal provisions. Regarding the regime of conflicts of interest, the Code even is
complementary to the legal provisions.

* Explanation of issue 2: Cf Code, Preamble clause 4 and 8

Structure: A key feoture of the Code is a division between 9 principles ond their respective provisians ond
guidelines. The 9 principles reflect the pillars on which good corparate governance should rest while the
provisions and guidelines provide more detaifed description how to Interpret and implement the principles.

Scope: The Code encompasses (detoiled} provisions on highly relevant topics regarding the three main gctors in
the corporate governance tripod: board of directors, manogement and shareholders, These provisions ore
directive and are supposed to be mainly complementary to legal dispositions.

7 provisions (some of which are further substontiated in the Code’s Appendices} are recommendations
describing how to apply the principles, Companies ore expected to comply with these provisions or exploin why,
taking into account their specific situation, they do not comply,

The provisions are supplemented with guidelines, which provide guidance os ta How the company should
implement or Interpret the provisions laid down in the Code, Most guidelines are qualitative ond do not lend
themselves to gssessment in terms of compliance. The obligation to comply or explain does not therefore apply
to those guidelines,

Becouse of their detailed and practicat description, provisions and guidelines should guide companies on how to
implement the Code taking inte account their specificities and on how to adhere to the Code’s governonce
philosophy. To obtain these objectives, provisions ond guidelines should be clearly formulated, sufficiently
substantioted and regularly updoted.

¥ Legislation and regulations set a stondard reference framework for companigs. For some governance maltiers,

fegal provisions are rather limited and/or formuiated in o generol way. The (detalled) provistons of the Cade
serve as o complement and provide a practical guidance for the implementation of good governance,

© 2007 Corporate Governance Committee 3
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2.3 To what extent do you consider the Code to be complete? ®
a. Topics pot sufficiently treated?

The role of the auditor related to corporate governance (election ete. ..} is not sufficiently
treated.

b. Topics that are missing?

Topics that need additional provisions or guidelines?

o

2.4 Does the Code give sufficient attention to the role of the shareholder and the function(ing) of the
sharehalders’ meeting? *

When reflecting upon this question please pay attention to the role of the shareholder as well as the
role of the shareholders’ meeting and whether they are sufficiently documented.

Comments:

This is not really necessary as this is fully described in the Company Law.

2.5 Please indicate on the scale below your overall view on the structure and the scope of the Code:

incomplete Very complete
1 2 3 4 5 6 7 8 9 ]

10
O oglgraorgl ol <~ Tl

% in fine with international practices, the Cade covers a broad set of governance topics which are considered to
be af utmast importance. Nevertheless, some topics might need further clarification or hove been overfooked.
' Cf Code, Principle 8

Sharehalder structures are one of the most discriminating and determining foctors in corperate governance.
Belgium, os some other European countries, is characterised by concentroted ownership. Therefore, special
attention in the Code is given t¢ a company’s relotionship with his shareholders.

© 2007 Corporate Governance Committee 4
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3.1  Does the ‘comply or explain’ option offer sufficlent flexikility for the corporate governance of
listed companies?

Comments:
Yes, moreover practice will show how this ‘comply or explain’ principle will be evaluated by the

market.

3.2  What could or should be added to the Code’s recommendations to better mitigate the risk of
box-ticking? **
Comments:
To enlarge the scope of matters that follows the « comply or explain » principle.

3.3  Isthe compliance with and the deviation from the Code sufficiently manitored?*’

When reflecting upon this question please consider the manitaring role of the shareholders and/or
the rgle of the Corparate Governance Committee or other monitoring systems.

Comments:
The role of the company-auditor in this resepct is key.

3.4 Please indicate on the scale below your overall view on the ‘comply or explain’ approach:

* fxplanation of issue 3: Cf Code, Preamble clause 4

The Commitiee hos opted for o flexible approoch based on @ ‘comply or expiain’ systern. This implies thet
componies can either comply with a Code’s provision or deviate from it but explain why they do not follow the
spetcific provision.

2 1he ‘comply or exploin’ system should allow the taking into actount of companies’ specificities, such as size,
shareholding structure, activities, exposure to risks and management structure. The final objective is to tailor
governance structures ond processes to the specific needs of companies. in this respect, o strict and rigid
application of a detailed set of rules would violate this objective.

¥ The risk of the ‘comply or expiain’ system is that companies end investors give griority to formal compfionce
with the provisions over o substantial adherence or assessment of the governance principles laid down in the
Code. This phenomenon is referred to as “box ticking”,

¥ The ‘comply or exploin’ system offers greot flexibifity to companies but entails monitoring by external parties,
Different parties can be outhorized to monitor the information yielded by the “comply or exploin” system.

© 2007 Corporate Governance Commiitee 5
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4.1  To what extent is the relationship between the corporate governance charter and corporate
governance chapter (annual report) adequate?

Comments:
Charter needs to be a description of the general framework within which the company operates,

whereas the Chapter refiects the practical application of the Charter, which improves
transparancy as fong as Chapter remains well structured.

4.2 15 the cost of complying with the disclosure recommendations proportionate to the benefits of
such disclosure? **

Comments:

We are convinced this will be the case in the long run.

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

Inadequate Very adequate

?123]456?8910]
OO orrgloraglfdl x T

5 Explanation of issug 4: Cf Code, Preamble clause 5 and Principle 9 and Appendix F

Disclosure, leading to transparency, is an essentiol ingredient of the Code. Disclosure is cruciol to allow outside
monitoring by different murket parties. The information disciosed should be relevant to shareholders ond other
stakeholders. Hence the Codes' provisions aim at putting in ploce @ high level of transparency conrerning
cornpantes’ corparate governance.

* Transparency 1s abtoined through disclosure in two different documents; the Corparate Gavernance Charter,
posted on a company's website, and the Corporate Governance Chopter in the annual repoart. Developing these
documents as well os the reqularly update imply a cost. However, companies should benefit from enhanced
transparency by altracting copital ot lower cost and by building sustainable relotionships with their
stakeholders.,
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5.1 Do you have any other comment or suggestion on the Code you wauld like to make to the
Committee?

Comments:

No

© 2067 Corporate Governance Commitiee B8
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“Unless otherwise stated, responses will be regarded as being on the public record. Respondents
should indicate specifically whether their responses should be treated as confidential (standard
disciaimers in responses received by e-mait will be disregarded for this purpose)”

Thank you for your cooperation!
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