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Introduction

The current version of the Belgian Corporate Govemance Code (referred to below as the
Code or the 2004 Code) was published on 9 December 2004, The Committee aimed to
compile a code of good corporate povemance practices in line with intermational practice and
EUJ recommendations, applying to companies incorporalcd in Belgium whose shares are
admitted to trading on a repulated market (*listed companies’).

The effectiveness of any code of corporate governance rests on its acceptance by market
participants and its practical application by companies. Research and surveys published since
2006 show that Belgian market participants have adopted the Code as their code of reference
and thai the lsted cotnpanics it question eilher apply the recommendations or explain in their
anrual report the reasons for adopting other povernance practices.

Good corporate governance evolves with changing business circumstances, international
lnaneizl markets requiremenis and regulalory developments, at European and national level,

20 corporate governance practices need o be regularly reviewed and governance-related
recormmendations altered accordingly.

When the Committes reviewed the Code, it took account of developments in international
practice and the evolution of Corporate Governance Codes in other countries (e.g. Ttaly in
2006, the UK in 2006, Australia in 2007, Germany in 2007 and The Netherlands in 2008).

The Committee also took into consideration the outcome of the public consultation on the
Code conducted between October and November 2007, That consultation took on board the
results of three years™ experience, in particular on the effectiveness of the Code, s strusture
and scope, the ‘comply or explain® approach and disclosure regarding the Code’s
itnplemmentalion. The comments received were made public on the Committee’s website,

The proposed amendments to the 2004 Code are included in the document “The Delgian Code
on Corporate Governance — Draft 2009 Code™. The main changes to the 2004 Code are
cotmrnenicd on below.

Interested parties are invited to comment on the Committee’s proposals for the amendrment of
the 2004 Code. Taking account of these comments and of any other relevani developments,
the Committee hopes to publish the final text of the 2009 Code by the end of 2008.

Companies are expected to review in 2009 their actual governance in light of the 2009 Code
recommendations and, as the case may be, to adjust their govemance practices and their
Corporate Governance Charler accordingly. Compames arce capecled o comply with the new
recommendations for disclasure in their 209 apnual report, published in 20140,




Overview and main changes to the Code

The strocture of the 2009 Code proved adequate and will remain unchanged. However, the
Commitice has drawn special attention to the distinetion belween Provisions and Guidelines,
using both appropriately. As a result, some Guidelines have been upgraded 1o Provisions, it
being deemed more appropriate that they also be subjected to the ‘comply or explain’
approach. Other Guidelines have been deleted, as they merely reslated well-kmown legal
provistons.

The public consultation broadly acknowledged and confirmed that the ‘comply or explain’
approach is considered the best way of taking account of the variety of situations in individual
companies and any differences hetween national and govermimee framewaorks. In this way,
companies are given the opportunity io adapt their gpovermnance practices to their own
individual necds and particular situation.

Companies are expected to comply with the Code’s Provisions, and limits will be imposed on
any deviations from the (ode. The preamble clearly slales that deviations from some
Provisions may be explained. Compatiies wiving 2 considered explanation of their reasons for
deviating from the Code are sull applying the Code nonetheless. It is left up to the
sharcholders to examine the quality of that explanation, but the Committec firmly supports
well-motivated explanations.

The Committes emphasisss that the Code complements the exiziing legislation, In some
vases, the Code goes beyond Belgian law, with some Provisions basced on the European and
international recomendations and practices (e.g. the defimtion of *independent directors™).
Waturally, no I'rovision of the Code may be interpreted as derogating from Belgian law.
Should any Provision of the Code be found to contradict Belgian legislation, the legislation
would prevail.

The following pages run through the main changes in detail, addressing the following issues:
socially responsible business;

balance wilhin the leadership of a company;

cOmpany secretary;

evaluation of the board;

respeclive roles of the board and the executive management with regard 1o disclosure;
fair and responsible remuneration;

dialogue with shareholders snd investors.



A. Socially responsible business: Corporate Social Responsibility and diversity

Caorporate Social Responsibility (CSR) and diversity/the position of women are some
of the topics that have gained promincice over the last couple of years.

The objective of the Code is to issue recommendations on how conpanies should be
directed, managed and controlled, without going into each and cvery dimension of
companies’ responsibilities. However, recognising the importance of issues such as
CSR and diversity, the Committee deemed it appropriate to insert a supplementary
guideline to Provision 1.2 of the Code.

This guideline requests that boards also pay attention 1o corpomate social
responsibility and diversity when translating the company’s values and strategy into
company-specific key palicies.

Begarding the commposition of the board itself, the Code already required the
necessary diversity. In additien, it is proposed that gender diversity be given an
explicit mention in Provision 2.1,

Comrments with respect to point A:

L’ addition des mots “including gender diversity™ est malhabile, inuiile ¢t disciminatoire.
Malhabile, car 1a seule chose qui compte, ¢’est la diversité DES COMPETENCES au sein du
Conseil. Rien ne doit freiner cette recherche dune diversité dans les compétences.

Iimtile, car aucune autre diversite {que celle des compétences) ne se justifie.

Disctimunatoire car c’est mettre en exergue une seule des « diversités» liées aux &tres
humains en ignorant toutes les autres {raciale, nationalités, handicaps, etc.).







B. RBalance within the leadership of a company

(ood governance requires effective and efficient management, led by the CEQ, and a
commensurate ‘check and balance’, by the board under the leadership of its chairman.
This 18 why the Code currently stipulates a clear division of responsibilitics between
the chairman of the board and the CEO.

In line with provisions in the codes of other Enropean countries (see ¢.g. the provision
A.2.2 of the UK Combined Code: “d chief executive should rot go on to be chairman
of the sume compary ™), a new proposed Provision recommends that the CEOD should
not go on to become chairman of the board for a pedod of two years, This two-year
period is in line with the cooling period applicable before a statutory auditor may
become a director of an entity he previously audited.

Commenis with respect to poing B;

Comme l¢ but premier est de promouvoir la séparation effective des deux fonclions
{présidence du conseil et CEQ), il faut éviter d’inserire des régles qui décourageraient
d’atteindre ¢c but.

Et si une regle s”imposait, cela devrait éire la régle inverse : prévoir que si le CEO devient le
Président dn Conseil, il ne pourra le rester que pour un maxmum de deux ams. Ceei a
I’avantage d’éviter des changements frop brusques dans la direction des entreprises.




., Company secretary

The role of the company secretary has evolved into a post emtathng proactive
responsibility for the company’s corporate governance due to the development of
COrporate SOVErnance requirements.

It is therefore proposed that the first sentence of Provision 2.8, be changed and that an
additional guideline be included in Provision 2.8, explaining the function of the
company secretary lo the hoard, under direction of the chairman.

s sceses 0 the

Comments with respect to point C:

Le texte me parait beaucoup trop frileux sur le profil du secrétaire du Conseil. 8%l doit
assister le Président cn toute matidre touchant 3 la gouvernance (ce sont des regles
Juridiques 1), il me parafi s’ imposer que la responsabilité de secrétaire du conseil soit confide
de preférence 3 un juriste d’entreprise an sein de entreprise (pour autant bicn entendu que
I*cntreprise cotée ait un juristes d'enireprise, ce qui sera le plus souvent lz cas),

Lc juriste d’entreprise est en cffet la personne la migux placée pour donner une assistance en
l2 matidre.

Le Code Lippens ne peut ignorer I"Institut des juristes dentreprise, créé par la Loi du 1™ mars
2000, votée A Nunanimité par le Sénat et 4 une trés large majorité par la chambre, les deux
assemblées estimant qu’il €tail de Vintérét pénéral de promouvair 1a consultation Jundique
dans le monde des cntreprises. L’institut compte aujourd”hu quelque 1.500 membres.




I). Evaluation of the board

Due to the growing complexity of matters dealt with by the board and to the eveolution
of corporate governance, the role of the board’s committees has become significantly
more important.

The Comumillee proposes extending the focus of the evaluation to the overall
performance of the board {as well as its size and composition} and o the performance
of these comymittess. The committees are asked 1o regularly review their effectivencss
and proposc any necessary changes to the board. The Corporate Governance Chapter
should set out the main elemnents of this evaluation process,

Commaents with respect to point D:

Trop de réunions ne risque-t-il pas d’avoir ettet contraire i celui recherché?
Pourquod imposer « au moins 4 réunions par an » pour le Comité d’audit ? Deux ou trois ne
suffisent-elles pas ?




E. Respective roles of the board and of the executive management with repard to
disclosure

Listed companies have serious disclosure obligations of both a financial and non-
financial nature. The board and the executive management have respective roles with
regard to this disclosure process. By amending Provisions [.3 and 6.5, the Committee
underlines their respective responsibilities.

The board should take all necessary measures to ensure the integrity and timely
disclosure of financial statements and any other information that needs o be
disclesed {in compliance with legal provisions). The executive management, on the
other hand, 15 responsible and accountable to the board for preparing the company's
adequate disclosure of financial statements and other information.

1o dentify; assiss,
roonitoriig: 1ole

.

Cominents with respect to point E:

pas de commeniaires.




F. Fair and responsible remuneration

The issue of the remuneration of directors and exccutive managers is especially
imnportant, net only in terms of good govemance practices, but also from the point of
view of social debatez at both the national and European levels, The Conumittee
intends to participate in thesc debates, bearing in mingd that the overull objective of
good governance is to ensure the competitive positioning of companies listed in
Belgium. When drawing up the final version of the 2009 Code, the Committee will
take into account the developments observed over the coming months as repards
various aspects of remuneration, e.g. questions on hmiting compensation and
mapaging conflicts of interest in the event of the early termination of execulive
managers’ mandates.

The recommendations sct out in the 2004 Code emphasised the importance of the
board’s establishment of a remuneration policy for directors and executive managers
and the disclosure of directors and executive managers’ remunetalion, in particular
the remuneration of the CEQ. These recommendations were taken on hoard by the
companies in question, and disclosurc of the details of such remunerations is now a
practice being applied by prowing numbers of conmpamics.

The main changes contained in the proposed amendmenis relates to:
- The requirement ihat the board should draw up a Remuncration Report
(Provision 7.3. and Appendix ¥ 9.3/2) for inclusion in the annual repert,
This change ncecssitated redrafting various Provisions of Principle 7.
- The indemnity that a CEO could receive in case of early departure.

The Remuneration Report should describe the procedures applied for developing the
company’s remuneration policy and fixing individual remuneration. It should also
describe that remuneration pelicy, provide actual data on retuneration and explain
any discrepancies between the policy as outlined in the report and its application in
practice. The main contractual terms applied when hiting executive managers should
also be outlined in the report, including any commitments that such terms would
entail in the ¢vent of the early termination.

Such contractual terms agreed between a company and its CEO ofien include a
provision governing the indemnity that the CED would receive in case of early
termination of histher coniract. After careful examination of current best practices in
olther countries and of the specifics of the Belgan legal envitonment, the Committes
proposes a new Provision (7.17) which should bc applied for contractual
commitments agreced as from 1 Jarmuary 2009. This new Provision states that such
indemnities paid to the CEO should be capped to a maximum of 18 months of basic
retnuncration and variable remuneration. The new Provision is supplemented by a
Guideline stating that the variable remuneration should not he automatically taken
mto account when determining the indemmnity, in particular in case of poor
performance of the CRO.

The Committee intends to publish a document entitled ‘Guidance Note on
Eemuneration™ by the end of 2008 to provide rermmneration comimitices and boards
with guidelines for implemeniing the Code’s recommendations on remuneraiion
effectively.
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Comments with respect to poini F:

A l'indemaité de départ de “maximom 18 mois” doivent pouvoir étre ajoutés 12 mois
supplémentaires en cas de clause de non-concurrence.

12



G. Bialopuc wiih shareholders and investors

The Committee acknowledges the key importance of the dialogue between the board
and the sharcholders and investors, which goes far beyond merely respecting the
rights of shareholders. It is therefore proposed that the wording of Prnciple § be
altered accordimgly.

The Committee also proposes that companics should draw up a disclosure and
eomimunication policy promoting cffective dialogue with the sharcholders,

The C'ommittee js aware that Principle § of the Code covers some of the same
ohjectives as the Buropean directive on the exercising of shareholders’ rights. As (his
directive has still not been implemented into Bclgian law, these provisions cannot vet
be considered redundani.

< Sheholdeny'rights to particiare sad
ing. This sectiseShold also contain s timetable.
The artices of ssqrition

ahd:
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Comments with respect to point G:

Il me parait dangereux et artificiel de protnouvoir une différence entre “investisscurs” et
“actionnaires”. Les deux doivent étre traitées sur un pied d’égalité.

Far ailleurs, vu la taille parfois de certaines sociétés cotées, pour un déronlement harmonieux
de I'assemblée générale et pour permetire au management d'y répondre correctement, il me
parait s’imposer de demander aux actionnaives de poser leurs questions par écrit (e-mail ou
site internet de la société) au plus tard 48 heures avant la lenue de I"assemblée {comme ¢’est
le cas en Allemagne).

Any ather addifional comments or suggestions:

non

Information to identify the respondent:

NAME: Marchandise Philippe
PROFILE/ o .
FUNCTION: Direction juridique (Belgique).

ORGANISATION: PetroFina (Gronpe Total)

OTHER
INFORMATION:

Comments on these main changes and on any ather proposed changes are welcome and may
be sent in by post or e-mail to:

The Corporate Governance Committee

Rue des Scls 8, Stuiverssiraat §

B-1000 Brussels

T+3225150829

F+3225150985

Lmail: scoretaryi@oorporgicgovernancecommities. be

Comments must be submitted by 1_2 September 2008,
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NB: Unless otherwise stated, responses will be regarded as being on public record. Respondents must
ndicate specifically whether their respenses should be treated as confidential {in this connection
slandard disclaimers contained in responses received by e-mail will be disregarded).
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