Corporate Governance Landscape
Background to corporate governance and how an in-house lawyer may address it
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	What is

Corporate Governance?
	-The system by which companies are directed and controlled

-A system which safeguards a shareholder’s investment in a company by regulating directors and management 

-Directors’ duties to the company 1(a) 
	-Rules governing the set of relationships between a company’s management, its board, shareholders, employees and other stakeholders
-Management of legal risk (regulatory and contractual enforcement)


	-Exercise of effective control over a company’s operations
-Behaviour with integrity and responsibility
-Transparency to shareholders and other stakeholders 1(a),2,3,5,9
	-Promotion of better boardroom behaviour and encourage diversity
-Understanding the concept of public interest
-Checks and balances which ensure that individuals do not have too much power


	Why does Corporate Governance matter?
	-Helps company to thrive and ensures long term continuity and success for its stakeholders 2(a),4,5
-Adds value to the business and boosts its reputation 

-Protects the interest of shareholders and stakeholders 4
	-Helps build investment by attracting shareholders


-Helps gain respect of key external stakeholders, such as employees, customers and potential financiers

-Aligns remuneration with the long-term interests of the company 2(a),4,5,9
	-Encourages use of internal control systems 2(c),4,6
-Encourages management of legal risk (regulatory and contractual) 
-Brings benefits to society through corporate social responsibility

-Encourages accountability 2(a),5,9
	-Encourages collective decision-making 2(a),4,6
-Encourages regulatory compliant activities
-Encourages responsible and strong leadership from board 2,4 
-Encourages transparency 2,3,5,9

	How does an IHL address Corporate Governance?
	-Consider the legal, regulatory and governance framework in which the company operates 7,8
-Ensure the company’s contracts and property rights are valid and enforceable 8
-Apply professional judgment in carrying out duties
-Act as the board’s advisor on corporate governance 2, 8
	-Policies, procedures and codes of conduct

- Apply comply or explain approach
-Agree corporate governance responsibilities with the board and/or senior management
-Balance corporate governance duties responsibilities with professional conduct requirements
	-Encourage employees and directors to highlight and report problems 
-Manage resources to establish best corporate governance practice
-Hold training sessions for employees and directors
-Monitor legal developments closely (both relating to regulation and enforceability of contracts)
	-Initiate company-wide risk analysis and management programme
-Seek external advice relating to enforcement and regulatory risk 
-Chief risk officer will be a key appointment (financial services sector)


Key Sources
1.
Statute - (a) Companies Act 2006( sections 170-238),(b) Bribery Act 2010, (c) Data Protection Act 1998,(d) Corporate Manslaughter and Corporate Homicide Act 2007
2.
Financial Reporting Council - (a) UK Corporate Governance Code 2010, (b) Guidance on Board Effectiveness, (c) Turnbull Guidance on Internal Control, (d) Going Concern and Liquidity Risk: Guidance for Directors of UK Companies, (e) Audit Firm Governance Code, (f) Guidance on Audit Committees
3.
FSA Rules - Listing Rules (Chapter 11) and Disclosure and Transparency Rules (DTR 1B, 3, and 7), FSA conduct of business rules (COBS, ICOBS, MCOBS etc)
4.
Investor Protection Committee Guidelines - Association of National Insurers (ABI), National Association of Pension Funds (NAPF) and Pensions Investments Research Consultants (PIRC)
5.
Rules for AIM listed companies - AIM Rules for Companies, Corporate Governance Guidelines for Smaller Quoted Companies, NAPF Corporate Governance and Voting Guidelines for AIM Companies

6.
Panel on Takeovers and Mergers - City Code on Takeovers and Mergers
Starter Toolkit
7.
Commerce and Industry Group - “Reconciling the Irreconcilable? Best Practice Guidelines for In-House Lawyers in England and Wales in the new corporate governance environment” (11 March 2005)
8.
Commerce and Industry Group - “A fine line.  Further guidance to In-House Lawyers in England and Wales on ensuring good corporate governance in your organization” (24 July 2006)
 9.
Institute of Directors - Corporate Governance Guidance and Principles for Unlisted Companies in the UK
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