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Kingfisher Airlines, Mr. Vijay Vittal Mallya, the King 

of Good Times, turned into Bad Boy Billionaires with 

the Airline being declared- defunct in 2012.

An NPA, with INR 9,000 crores owed to Banks for 

committing fraud and money laundering, crushed 

the state-owned banks with -Bad Debts. ICICI Bank 

sold INR 430 crore Kingfisher loan exposure to a 

debt fund and salvaged that.

What followed, as they say, is history!

What is the recent, in 
failed Corporate 
Governance?



What causes such 
successful businesses to 
curdle?
Mismatch of, public perception of Kingfisher airlines and how it 

actually managed the business. Unless the Banks had clairvoyant 

powers, there was no way to know the turn of events. Financial 

Irregularities and burgeoning debts, cause Mallya a declared 

fugitive for economic offence.
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Year 2005, launch of Kingfisher Airlines;

Year 2020, Vijay Mallya lost his extradition appeal in 

London High Court.

Mallya, landed, now unavailable Netflix documentary, “Bad 

Boy Billionaires” in his “bad times”. With media swooning 

him for his gradual dislodgement from Forbes richest India1 , 

it has brought Corporate Governance and it’s tools to the 

forefront.

Dates and Events

1. https://www.business-standard.com/about/who-is-vijay-mallya

https://www.business-standard.com/about/who-is-vijay-mallya


Introduction
This note is intended to give the reader insights into importance, key issues and pitfalls of 
corporate governance. The relevance between the law embodied under SEBI and CARO, 
2020 and how companies can deploy it, is done with case studies.



Definition: Corporate Governance, is defined differently by economists and 

legal scholars. But largely, the mean line says, -

“protecting and maximising the value of the stakeholders in an establishment 

through internal controls, policy and procedures which thereon forms the 

framework of a company’s operations and its dealings with various 

stakeholders, customers, management, employees, government and industrial 

bodies and even the society at large.”
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SOMETHING MAKES 
DEFAULTING ON 
CORPORATE 
GOVERNANCE 
GLORIOUSLY LUSTFUL. 
WHAT?

Power. It is Power and the thrill Power brings which 

causes mighty organisations to crumble.

Adam Smith, popular economist of 1776, in his theory 

“Constitutional separation of Power”2 showed separation of 

ownership and control in an establishment. Essentially, the 

‘principal’ which includes investors, outsiders and ‘agent’, 

which includes managers, entrepreneur, insider 

relationship. These are very grey lines for a developing 

country like India which need to be emboldened.

The popular version of Corporate Governance in India is 

based on parameters of internal controls, policies and 

procedures. Self-disclosure, transparency and 

accountability are being the relied upon for establishing 

robust Corporate Governance amongst companies.

It is an obligation corporations owe to masses for 

running ethical and morally sound businesses.
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2. https://web.stanford.edu/group/mcnollgast/cgi-bin/wordpress/wp-content/uploads/2016/01/ASMs-Conl-teo0.24_PRINT-VERSION.17.0214.pdf

https://web.stanford.edu/group/mcnollgast/cgi-bin/wordpress/wp-content/uploads/2016/01/ASMs-Conl-teo0.24_PRINT-VERSION.17.0214.pdf


Why Governance?
• Bad governance is a big 

contributor of financial 
erosion caused by financial 

failures and bankruptcy.

COVID Tip: With 

increased financial and 

legal risk for 

establishments, increase in 

governance commitments 

can hedge this risk. The 

Bankruptcy and Insolvency 

legislations have made 

amendments to be the 

necessary crutch.
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• Growth in trust, enhanced 

investment. Understated but good 

governance plays a colossal role in 

attracting investors, M&As and 

organisational restructuring. It 

demonstrates the intent of business. It 

also helps in attracting and retaining 

talents in an establishment leading to a 

competitive business advantage in the 

market.

COVID Tip: A small way to ease into good 

governance could be to build mechanism 

and structures which support compliance 

with COVID regulations and protocols.

• Enhancement of 

Value. Securing public participation whether 

through investments or otherwise, is hinged 

on a high degree of accountability 

around, value creation. It is the intangible 

value measured with tangible attributes of 

governance. Companies can increase 

market value by adopting accountability, 

transparency, disclosures, curbing 

misleading reports, having strong audit 

regimes etc.

COVID Tip: Establishments can create business 

value and in their people through building ethical 

and moral models.



SEBI –
PROMOTING
CORPORATE
GOVERNANCE
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SEBI, the torchbearer of corporate governance in India.

In 2000, SEBI constituted two 

committees and assigned them to make 

recommendations on corporate governance.

• Kumar Manglam Birla committee in 2000; and

• Narayan Murthy committee in the year 2003.

Reservoir of recommendations, these Reports stressed:

• Composition of Board;

• Formation of audit committee;

• Disclosure of relevant information to the shareholders.

These 3 play the pillars of good Governance, people 

accountable (Board of Directors), the guards (Auditors) and 

disclosure (voluntary obligation).

The recommendations of the committees, led to the foundation 

of corporate governance in the country.

• SEBI, determined to uphold the objective, farms the 

regulations under the Securities and Exchange Board of 

India Act, 1992.

• The regulatory framework is set by SEBI through 

various Regulations, Acts and Listing Agreement;

• SEBI, keeps establishment in the securities market, at 

check by terminating the securities listed by a company for 

non-compliance of regulatory standards. SEBI, equivalent 

of the SEC in the west, primarily devotes its powers 

to establish stronger corporate governance structure in the 

market. It governs, market intermediaries companies and 

investors.



SEBI ACT, 1992
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• Enacted to empower the regulator of the securities market, prevent fraud 

and protect stakeholder interest.

It does not allow securities to be bought, sold by a stock-broker, sub broker, share 

transfer agent, banker to an issue, trustee of trust deed, registrar to an issue, merchant 

banker, underwriter, portfolio manager, investment adviser and such other 

intermediary in general associated with the securities, except under certain conditions 

of certificate of registration required to be obtained from the Board.

• It also prevents a person from sponsoring any venture capital funds or collective 

investment funds such as mutual funds without a certificate of registration from 

the Board.

Registration of Certificates require registration fees and documentation support with 

disclosure obligations and transparency.



DEPOSITORIES ACT, 1996
• The securities in Depositories is brought under regulation 

through the Depositories Act. It offers a scripless trading 

system and settlement standard, considered to be an 

effective tool for effective functioning of the securities.

• Traditional settlement and clearing system were always 

considered to be insufficient due to 

operation inefficiencies, hold up in transfers, extreme 

production of fake certificates and forgery, lack of 

availability of depositories, the Depositories Act 

1996 overcame these and gave a regulatory framework to 

the trading system. The depository 

system operates on paperless trading which 

introduced shares being held electronic accounts.

25

• It defines 'depository' as "a company formed and registered 

under the Companies Act, 1956 and which has been granted 

a certificate of registration under sub-section (1A) of section 

123 of the Securities and Exchange Board of India Act, 

1992".

The Board issues the registration certificate only upon 

being satisfied with evidenced measures taken by the 

establishment to curb manipulation of records and transactions 

during financial dealings.

• Forcing transparency during financial dealing between two 

companies, imposing curbs on fraudulent mergers and 

takeovers and making insider trading, harder.

3No depository, custodian of securities, foreign institutional investor, credit rating agency or any other intermediary associated with the securities market as the Board may by notification in this behalf specify, shall buy or sell or deal in 

securities except under and in accordance with the conditions of a certificate of registration obtained from the Board in accordance with the regulations made under this Act



Listing Agreement, evidence of an establishment’s confirmation 

to maintaining corporate governance, it is executed under the common seal of 

an establishment. Listing Agreement, ensures that the establishment makes 

necessary financial disclosures, commits to submit financial information 

through annual reports, balance sheets, P&Ls, key 

exchanges impacting financial performance, stock price fluctuation.

Non-compliance of Listing Agreement could lead to disciplinary 

actions including suspension or delisting of securities.

• Introduced 20 years ago in the year 2000, Clause 49 of the Listing 

Agreement marks the developmental cornerstone of corporate 

governance in India.4

• Clause 49 of the Listing Agreement in listed companies look at:

CLAUSE 49 OF LISTING AGREEMENT

4. https://www.sebi.gov.in/legal/circulars/oct-2004/corporate-governance-in-listed-companies-clause-49-of-the-listing-agreement_13153.html

https://www.sebi.gov.in/legal/circulars/oct-2004/corporate-governance-in-listed-companies-clause-49-of-the-listing-agreement_13153.html


Board of Directors & Independent Directors

• Addressing accountability for SEBI, the 

Clause requires the Board of Directors (BoD) to have 

requisite number of executive and non-

executive directors.

• Capped at 50% of non-executive directors in the body, it 

also goes to define Independent Director, as, “someone 

who does not have any relationship with the Company 

with relation to material, pecuniary or financial 

transactions other than the remuneration allotted”;

• conditions are set on the nature 

of permissible independence for independent directors;

• Cannot be a substantial shareholder of the Company and 

in composition of the BoD.
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• One third of the Board shall consist of independent 

directors if Chairman of the board is a non-executive; and

• 50% of the board shall consist of independent directors if the 

chairman of the board is an executive director.

• Restriction is placed on the number of committees a director 

can be part of;

• For the BoD, the Listing Agreement places a code of 

conduct to be adopted and adhered;

• SEBI has placed the onus and responsibility with the 

Independent Directors, by making them liable for misleading 

and fraudulent financial transactions or financial statements 

which is published by the company.



Audit Committee

Distribution of work is key to institute effective corporate 

governance in an establishment and audit committee on its 

own is considered as a cornerstone for effective corporate 

governance. It helps in improving the overall financial 

reporting while protecting the interest of the stakeholders of 

the company.

Efficient reporting of financial statements and compliance of 

regulatory standards contribute in curbing accounting fraud, 

preventing foul play and abuse of provisions of law.

CARO, 2020 walks the mile, imposes more onus on 

auditors for audit diligence.
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• It is expected that the audit committee will remain diligent on 

the financial reporting process.

• All financial disclosures have to be made by an independent 

director. The independence of the audit committee has been 

emphasised greatly by SEBI and therefore two-thirds of the 

directors in the audit committee has to be independent 

directors.



Disclosures

• Transparency and disclosures (a form of self-regulation) are 

considered as key elements of the corporate governance which 

enables better decision-making power for shareholders, 

stakeholders and even investors from standpoint of capital 

allocation and financial performance monitoring.

• Timely disclosures decrease the risks of agency problem in 

corporate governance as it decreases the information 

asymmetry between the company’s management and financial 

stakeholders.
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• Listed companies have to make regular disclosures with 

regard to their financial transactions, account treatment, 

risk management, remuneration of directors, 

appointment of director and utilization of revenues from 

public and preferential issues.



Report on Corporate Governance

Under Regulation 27(2) of the Securities and 

Exchange Board of India (Listing Obligations and 

Disclosure Requirements) 

Regulations (LODR) within 15 days of 

a quarter a quarterly compliance report on 

corporate governance has to be submitted to the 

stock exchange along with the annual compliance 

report that has to be submitted each and every 

fiscal year.
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Certain changes have been prescribed to this by SEBI through its 

circular5 issued in 2019:

1. Composition of board of directors:

• Whether regular chairperson has been appointed;

• Whether chairperson is related to Managing Director or Chief Executive 

Officer;

2.    Composition of committees (Nomination and Remuneration committee, 

Stakeholder committee, Risk Management Committee):

• Whether regular chairperson has been appointed;

• Date of appointment and cessation of the term of the committee 

members

3. Meeting of board of directors and committees:

• Whether the requirement of quorum has been met;

• Number of directors and independent directors present in the meeting.

5 https://www.sebi.gov.in/legal/circulars/jul-2019/circular-on-modification-of-circular-dated-september-24-2015-on-format-for-compliance-report-on-corporate-governance-to-be-submitted-to-stock-exchange-s-by-listed-entities-_43582.html

https://www.sebi.gov.in/legal/circulars/jul-2019/circular-on-modification-of-circular-dated-september-24-2015-on-format-for-compliance-report-on-corporate-governance-to-be-submitted-to-stock-exchange-s-by-listed-entities-_43582.html


Key additions made to compliance report 

on a yearly basis



DISCLOSURE 

ON WEBSITE

The listed entities are required to provide the links of their website for the 

following disclosures:

• Schedule of analyst or institutional investor meets and presentations made 

by the listed entity to analysts or institutional investors simultaneously with 

submission to stock exchange.

• Credit rating or revision in credit rating obtained by the entity for all its 

outstanding instruments.

• Separate audited financial statements of each subsidiary of the listed entity 

in respect of a relevant FY.

• Materiality policy as per Regulation 306 of the Listing Regulations.

• Dividend distribution policy as per Regulation 43A7 of the Listing 

Regulations.
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6. https://www.scconline.com/blog/post/tag/regulation-30-of-sebi-listing-obligations-and-
disclosure-requirements-regulations/
7. http://ca2013.com/lodr-regulation-43a/

https://www.scconline.com/blog/post/tag/regulation-30-of-sebi-listing-obligations-and-disclosure-requirements-regulations/
http://ca2013.com/lodr-regulation-43a/


ANNUAL 

AFFIRMATIONS

• Disclosure of related party transactions on consolidated basis

• Compliance with norms relating to maximum number of directorships as 

prescribed in Regulation 17A of the Listing Regulations

• Declaration from independent directors as required by Regulation 25(8)8 of 

the Listing Regulations

• Compliance with the number of meetings required for NRC, SRC and RMC 

i.e. met at least once a year

• Requisite quorum has been maintained for the:

• a) Board meetings: One-third of its total strength or three directors, 

whichever is higher (including at least one independent director)

• b) NRC: One-third of its members or two members, whichever is higher 

(including at least one independent director).

A listed entity is additionally required to affirm whether the chairperson of the 

SRC was present at the Annual General Meeting (AGM) to answer queries of 

the security holder.
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8 https://taxguru.in/sebi/amendments-sebi-lodr.html

https://taxguru.in/sebi/amendments-sebi-lodr.html


Company Auditors Report Order 2020 (CARO): EFFICIENT 
CORPORATE GOVERNANCE INSTRUMENT

CARO aims to enhance the overall quality of reporting by auditors.

CARO, 2020 takes that obligation higher by a notch. The objective being to build accountability, faith and transparency among 

stakeholders.

The rising accounting frauds, round tripping of transactions and siphoning of funds, Eg. Wirecard in Germany, a fintech company 

siphoned 2 Billion Dollars despite being audited by Ernst & Young, has swayed trust of stakeholders.

By increasing the depth of audit the, greater accountability has been placed on the gatekeepers of financial accountability, the

auditors.

25



Key Disclosures

• Unrecorded Income.

Full disclosure required for all unrecorded transactions in the 

books of account that are recorded as income under the income 

tax proceedings. Auditors professional judgement and 

prudence is required for income tax proceedings which need to 

be reflected in CARO.

• Reporting of Loans and other Borrowings.

Increased onus to report wilful defaulter declared by a bank or 

financial institution. The risk and responsibility on auditors is 

immense if the auditor does not report the company as a wilful 

defaulter.
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• Reporting Benami Transactions.

Report proceedings initiated against the company under 

Benami Transactions (Prohibition) Act, 1988 and whether 

proper disclosures are made in its financial statements. There 

is no direct listing under Benami Transaction Act and the only 

source of information for the auditor is the management. The 

Auditors will have to probe for this.

• Reporting of Deemed Deposits.

Regulatory compliances applicable to deposits, auditors now 

have to more vigilant about. Now greater understanding of 

Companies Act and SEBI regulations is necessary while 

reporting on deposits.



• Reporting on Sustainability Basis of Financial Ratios.

Auditors, now have to report, capability of 

establishments to meet the financial liabilities in the 

balance sheet taking the financial ratios, 

ageing, expected dates of realization of financial dates, 

payment of financial liabilities. This is a major concern 

and challenge for Auditors as under Standard on 

Auditing 5709 assertion given by management would 

have been sufficient but under this clause the auditor 

cannot rely on the managements assertion and has 

to obtain sufficient audit evidence in order to uphold 

future financial viability.
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• Report on Whistleblower

Auditors have to assess the report of whistleblowing, assess the 

authenticity of the complaint and also to report whether the complaint has 

been resolved or not. A confidential process to be headed by the 

Chairman of the Audit committee.

9 https://www.sebi.gov.in/legal/circulars/jul-2019/circular-on-modification-of-circular-dated-september-24-2015-on-format-for-compliance-report-on-corporate-governance-to-be-submitted-to-stock-exchange-s-by-listed-entities-_43582.html

https://www.sebi.gov.in/legal/circulars/jul-2019/circular-on-modification-of-circular-dated-september-24-2015-on-format-for-compliance-report-on-corporate-governance-to-be-submitted-to-stock-exchange-s-by-listed-entities-_43582.html


Case Study:
Satyam Computer Services



Corporate accounting fraud has become a major 

problem in the domestic circuit in last 15 years. 

From Enron to WorldCom scams accounting fraud 

has increased in both frequency and ferocity. The 

most recent case with regard to corporate 

accounting fraud is German company Wirecard. In 

June 2020, the virtual and physical card maker 

collapsed after disclosing debt of 4 Billion dollars to 

its creditors owing to gap in balance sheets and 

profit and loss accounts. Developments led to arrest 

of CEO Markus Braun and Wirecard filing for 

insolvency after failure in talks with the creditors.



Bad Boy Billionaire, Vijay Mallya and his Rs 7000 crore scam has got general 

public, wondering about the depth of corporate frauds.

These are recent phenomena, but in the year 2009, Satyam Computers went under 

the glam light for violating ethics and corporate governance norms. Satyam was a 

case of undermining of integrity of financial reports, economic losses, lack of trust 

and reliability of financial statements on the part of investors.

A leader in outsourcing, Satyam Computer used to serve more than a third of the 

Fortune 500 companies. It all swung south for stakeholders in January 2009 when 

chairman, Ramalinga Raju admitted to falsifying accounts of the company to the tune 

of 1.5 billion US dollars.

Books of accounts and balance sheets audited by none other than Price Waterhouse 

Coopers did nothing to cushion the shock the Government and masses felt. In his 

statement Mr. Raju accepted that roughly 50.4 billion rupees in cash and bank loans 

that were listed as assets for its second quarter were non-existent. Rs 27 Billion was 

reported as revenues for the quarter, later found to be inflated by 20%.
1



Satyam’s Timeline
• 16 December, 2008:

• Plan of buying into two builders worth 1.6 

Billion dollars was called off just after 12 

hours of announcement of the deal.

(Later revealed there was some investors 

pressure.)

• 17 December 2008: Pressure starts to mount 

on the board as shareholders starts blaming 

the company for its non-compliance to 

corporate governance. Share prices fall by a 

third.

• 18 December 2008: Satyam declares buyback 

of shares after board meet on 29 December.
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• 23 December 2008: World Bank cut ties of eight years with 

Satyam after finding out benefits to bank staff was offered in return for contracts 

and lack of documentation by Satyam. Price of share falls by 14 % reaching the 

lowest tally in 14 years.

• 5 Jan 2009: Satyam shares fall 9% amid concerns of non-compliance of 

corporate governance regulations.

• 7 Jan 2009: Satyam chairman Mr. Raju resigns and admits of accounting fraud 

during his tenure. Sensex comes tumbling down by 825 points and share price 

of Satyam falls to all time low of Rs 32 from Rs 178.95 in just one day.

Ramalinga Raju along with ten other members saw conviction on April 9, 2015 and 

sentenced to six months jail term. The government ordered an auction of sale 

of Satyam Computer Services. For interest of investors and employees Tech 

Mahindra acquired it and renamed it into Mahindra Satyam.



Conclusion



There has been a significant outcry for transparency and 

ethics in relation to reporting of financial statements of 

company in the last ten years especially after Satyam.

Enron, WorldCom and Satyam, made financial frauds- a 

thing! Enron and WorldCom were large scandals to 

have increased awareness among general 

public about corporate and accounting frauds, but it did 

not cause much modifications in regulatory measures 

to prevent these. After Satyam, regulatory bodies started 

implementing standards for companies to in order to 

promote corporate governance.
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Interestingly, Satyam is considered the “Indian version of 

Enron” but there is a significant difference. Enron, sank 

due to agency issues within their company and had a long-

lasting effect on their stakeholders whereas Satyam was 

forced to its knees due to the tunnelling effect. Satyam 

highlight the importance of corporate governance in the 

financial market especially in a developing financial market 

such as India where, such incidents erodes 

the economy. Kingfisher case proves that India still has a 

few miles to go.



ANNEXURE
MEASURES TAKEN BY DIFFERENT 
REGULATORY BODIES ACROSS 

GLOBE DURING COVID-19

The covid-19 outbreak has shaken the financial market not 

just in India but all across the globe and companies are 

now finding it very difficult to meet their financial 

obligations. Certain changes and adjustments have been 

made to the financial policies across countries in order to 

sustain the economic balance during the pandemic. 5 

jurisdictions consisting of two countries from Europe and 3 

from Asia has been laid down in the annexure below 

highlighting the measures taken by the respective 

regulatory bodies in accordance to evolution of 

circumstances during this pandemic.
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ASIA
India

• Extensions in the timelines for making 
filings under LODR like, financial results, 
statement of investor complaints, 
shareholding pattern disclosure etc.

• Exempt from observing maximum 
stipulated time gap between two meetings 
(of 120 days) the board of listed entity / its 
audit committee;

• Extension of time for conducting meetings 
of various committees of listed entity;

• Exempt from publication of advertisements 
in newspapers for notice of the meeting 
of BoD, financial results, etc

• Relaxation of timelines for prior intimation 
by listed entities to stock exchanges 
on: BoD meetings for financial results, loss 
of share certificates and issue of duplicate 
certificates;

• Relaxation in implementing SEBI Circular 
on Standard Operating Procedure (SOP) 
on imposition of fines and other 
enforcement actions of the LODR;

• Ensuring orderly trading and settlement in 
stocks exchange, effective risk 
management, price discovery and 
maintenance of market integrity, revision in 
market wide position limit etc. have been 
taken on a temporary basis till May 28, 
2020.

Japan

The Tokyo Stock Exchange relaxed:

• Allows temporary deterioration of business performance in the screening process for listing;

• Relaxing reassigning/delisting criteria regarding excessive debt (the length of excessive debt 
period before a company is reassigned from the 1st Section of the Exchange to the 2nd 
Section is extended to 2 consecutive years, and the length before it is delisted 
to 3 consecutive years).

• Extended deadline for submission of fitting business plan improvement report, required to be 
submitted in case of listed company to be reassigned from the 1st Section to the 2nd Section 
or the delisting criteria.

• In March 2020: Federal Council passed ordinance granting credits with joint and several 
federal guarantees.

• Affected companies can apply for bridging credit facilities representing a maximum of 10% of 
annual turnover and no more than CHF 20 million. Company must declare that it is suffering 
substantial reductions in turnover because of the COVID-19 pandemic.

• Credits of up to CHF 500,000 fully secured by the Confederation, and will be paid out with 
minimum of bureaucracy. Zero interest will be charged.

• Credits that exceed CHF 500,000 to be secured by the Confederation upto 85% of their 
value; lending bank to secure the remaining 15%. Each company can obtain a credit of this 
type for up to CHF 20 million, which means a more rigorous bank review will be required.

• Pre-Emption Group (PEG –which is an advisory investor group) has recommended investors 
consider supporting issuances of up to 20% on a case-by-case basis.

• Principles of pre-emption form the cornerstone of the UK market. The PEG recommendation 
will bring additional flexibility on a temporary basis until 30th September 2020. The PEG will 
re- assess, by then how companies and investors have responded.

Malaysia

The SC and Bursa Malaysia:

• temporarily suspended intraday short-selling (IDSS) and 
regulated short-selling (RSS) until 30 June 2020.

To mitigate potential risks due to volatility and global 
uncertainties.

• Listed issuers in financial distress according to the Listing 
Requirements, the timeframe for submission of the 
regularisation plan has been extended from 12 months to 
24 months It is applicable to listed issuers that trigger the 
criteria in 2019 and 2020.

• Automatic liquidation of client’s margin account has been 
removed if the equity in the margin account falls below 
130% of the outstanding balance. Brokers are 
not required to make additional margin calls or impose 
haircuts on any collateral and securities purchased and 
carried in margin accounts due to an unusually volatile 
market.

• Brokers can accept other collaterals, like bonds, collective 
investment schemes, unit trusts, gold and immovable 
properties for purposes of maintaining their clients’ margin 
account if such collaterals are valued as per the broker’s 
credit policy.

• All Authorised Depository Agents (“ADAs”) given an 
extension for the submission of specified physical CDS 
transaction forms to Bursa Malaysia Depository.

• Flexibility to comply with Capital Markets and Services Act 
2007 (CMSA) and Rules on Take-overs, Mergers and 
Compulsory Acquisitions (Rules) during the MCO period.



EUROPE
UNITED KINGDOM

• To raise additional equity quickly 
in, the Pre-Emption Group (PEG 
–which is an advisory investor 
group) issued a statement on 1 
April recommending investors 
consider supporting issuances of 
up to 20% on a case-by-case 
basis.

• principles of pre-emption are a 
cornerstone of the UK market to 
which investors remain 
committed. The PEG 
recommendation to apply 
additional flexibility will be in 
place on a temporary basis until 
30th September 2020. When the 
PEG will reconvene to re-
assess.

RUSSIAN FEDERATION

• Procedure for listed companies shares buyback in 2020 has 
been simplified.

• reduction of company`s net assets value below the share 
capital at the end of 2020 is excluded as the basis for the 
company`s mandatory decisions, including the decision to 
reduce the share capital or to liquidate the company.

• Legal requirement for implementation of mandatory internal 
audit and formation of audit committee in publicly-traded 
companies has been postponed till January 1, 2021 (previous 
date –July 1, 2020).

• Moscow Exchange has been arranging trades in all markets in 
the ordinary course.

• Bank of Russia for the period from 30 March till 1 July 2020 
waived a right to apply enforcement measures for violations of 
insider trading and market manipulation regulation, including 
failures related to amendment of insider list and notification of 
persons included on insider list and failures to comply with 
certain internal control rules in order to prevent, detect and 
restrain insider trading and/or market manipulation.

GERMANY

• BoD can hold a general meeting in 
2020 without the physical presence of 
shareholders or their proxies. The 
shareholders have to make use of 
absentee voting or the company's 
proxy.

• General Meeting has to be 
broadcasted on the Internet.

• Shareholders must also be given the 
opportunity to ask questions 
electronically. BoD can provide that 
these questions must be submitted up 
to two days before the general 
meeting. The Management Board has 
to answer those questions it 
considers important in the interest of 
the other shareholders.

•
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