
Introduction to Corporate Governance

Key concepts, objectives, structures, and best practices

1. What Is Corporate Governance?

Aspect Description

Definition
The system of rules, practices, and processes by which a company is directed and

controlled.

Purpose
Align the interests of stakeholders (shareholders, board, management, employees,

customers, community) with the long?term success of the organization.

Scope
Covers decision?making, accountability, risk management, transparency, and ethical

behavior.

2. Core Principles

Principle What It Means Why It Matters

Accountability
Decision?makers are answerable for their

actions.

Prevents misuse of power;

builds trust.

Transparency
Timely, accurate disclosure of material

information.

Enables informed

stakeholder decisions.

Responsibility
Board and management act in the best

interest of the company and society.

Supports sustainable

performance.

Fairness
Equitable treatment of all shareholders,

including minorities.

Reduces conflict;

encourages investment.

Stakeholder

Orientation

Recognizes the rights and interests of non?

shareholder groups.

Enhances reputation and

long?term value.

3. Main Governance Bodies

Body Primary Role Typical Composition
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Shareholders
Elect directors, approve major

changes, vote on key matters.
Individual & institutional investors.

Board of

Directors

Set strategy, oversee management,

ensure compliance.

Mix of executive (internal) and non?

executive (independent) directors.

Committees
Focused oversight (e.g., Audit,

Compensation, Nominating, Risk).

Subset of board members, often

independent.

Executive

Management

Day?to?day operations, implement

board strategy.
CEO, CFO, COO, etc.

External Auditors
Independent verification of financial

statements.
Certified public accounting firms.

4. Board Structure & Roles

1. Chairperson

Leads the board, sets agenda, ensures effective functioning.

2. Lead Independent Director (if chair is not independent)

Provides balance, acts as a liaison between independent directors and management.

3. Committee Chairs

Head specific oversight areas (audit, remuneration, etc.).

4. Executive Directors

Usually senior managers (e.g., CEO) who bring operational insight.

5. Non?Executive/Independent Directors

Offer objective judgment; must be free from material relationships with the company.

Best?practice tip: Aim for a majority of independent directors and diverse skill sets (finance,

industry, legal, ESG).

5. Key Governance Processes

Process Steps Outcome

Board Election
Nomination ? Shareholder voting ?

Confirmation
Legitimacy of oversight

Strategic Planning
Board sets vision ? Management drafts plan ?

Board approves
Aligned long?term direction
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Process Steps Outcome

Risk Management
Identify risks ? Assign oversight (Risk

Committee) ? Monitor mitigation
Protects assets & reputation

Performance

Evaluation

Annual self?assessment ? External review ?

Action plan
Continuous improvement

Disclosure &

Reporting

Prepare financial & ESG reports ? Audit ?

Publish

Transparency for investors

& regulators

6. Regulatory Frameworks (Examples)

Jurisdiction Main Law / Code Key Requirements

United States Sarbanes?Oxley Act (
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