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Abstract: It is the increasing role of foreign ingutional investors (FlIs) in the emerging econonsahat has made the concept
of corporate governance a relevant issue todaythe increasing close interaction of the economigfsdifferent countries lies
the process of globalization. The increasing congeof FlI's is that the enterprise in which they imest should not be
effectively managed but should also observe thengiple of corporate governance. The failure of camate due lack of
transparency, disclosure, and instances of fals#fion of accounts, and the effect of such undesilalpractice in other
companies has made this study the needful. The mahjective of this study is to identify the role obérporate governance in
Indian FMCG Sector particularly focusing on ITC Copany, for this purpose data of last 3 years aredakas sample. The
study is based on secondary source of data whichewsollected from companies’ annual reports giviregseparate chapter
from corporate governance. This research paper mgifocus on SEBI 49 Clause of Corporate Governanaéh different
committee recommendation on Corporate Governance.
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l. MEANING AND |MPORTANCE OF CORPORATE GOVERNANCE

In Indian context, the need for corporate govereahas been crucial because of the scam occurreguéntly since the
emergence of the concept of the concept of libeatitin. The market conditions are increasingly b@iog complex in the light
of global development and removals of barriersuties. Corporate Governance is important for thieiong reasons.

Corporate Governance as “an internal system encssiga policies, processes, and people, which serirer need of
shareholder and other stakeholders, by directingcamtrolling management activities with good basm savvy, objective and
integrity. Sound corporate governance is relianexternal marketplace commitment with healthy baarture which safeguards
policies and processes”.

The Cadbury report was to establish corporate atatsdto control and reports the functions of boadd on the role of
auditors. The reports reviewed those aspects gfocate governance that are specifically relatedirtancial reporting and
accountability and recommendations

» Corporate governance is the system by which coregarie directed and controlled.

» Board of director are responsible for the goverearfctheir companies

» The shareholder role in governance is appointedditectors and the auditors and to satisfy thenesebhat an
appropriate governance structure is place to preted interest.

» The responsibilities of board include setting thenpany ‘s strategic aims providing the leaderstopput them into
effect, supervising the management of businesgeputting to shareholder on their stewardship

» The board sections are subject to laws regulafmdsthe shareholder approval in general meeting.

Thus the report views the enterprise as an entityeu the custodianship of the board and goes oputoforward the
recommended codes for who should do what and h&EBI guidelines on corporate governance Issued 2Z0iddse 49
suggested measure to improve governance standatdsaa since played a vital role in corporate goaece.

The five broad functional aspects addressed un@ers€ 49 of the Indian listing agreement are.

Clarifies the criteria for in dependent directors.

Enhance the roles and responsibilities of the hoard

Improves the quality and quantity of financial distres

Consolidate the roles and responsibilities of aodihmittee in all matters relating to internal tofs and financial
reporting

YV V VY
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» Enhance the accounting of top management spedyfited CEO and CFO.
Listed here are the commonly accepted principlesgborate governance in terms of core managenmantiges.

Right and equitable treatment of shareholder
Interest of other stakeholders

Role and responsibilities of the board
Integrity and ethical behavior

Disclosure and transparency

VVYVYVY

1. THE BOARD- THE KEY TO GOOD CORPORATE GOVERNANCE

An effective board of directors is the key to gamiporate governance. The board of directors domessi the representatives
of the shareholders and is expected to providecotate leadership and strategic and competent geggandependent of the
management of the company. In India the board refctbrs generally comprises promoters, directaisfepsional directors and
institutional nominated directors.

Board Constitution

1. The board should be composed of qualified indivisiud integrity with diversity of experiencet A minimum,
qualified means a good working knowledge of corfmfmance.

2. Each board member should be able to devote suffitime to her duties and responsibilities.

3. The board should compose of a substantial numberdefpendent directors. The board should disclbsi triteria
for independence to their shareholders and staétetwl

4. The Board committee on compensation, audit, andimation should consist only of independent dirextorhe
executive session of the board should also comprigeindependent directors.

5. For family owned business, outside directors asem#al to ask the hard questions to family ownersere the
relationship between the business and family.

M. LITERATURE REVIEW

Gupta and Paruaattempted to find out the degree of compliancéhefcorporate governance codes by private sectbharin
companies listed in BSE. Data regarding1245 congsafar the year 2004-05 was taken for the studynf@@G report of these
companies and 21 codes were selected for studycdimpliance rate of the CG was first tested indigitly for each company.
Further the mean compliance rate and variation grtbe companies from mean compliance rate were tals®d. It was
observed that more than 70% of the sample compaaiegly with 80% or more of codes.

Vidhi Chhaochharia and Luc Laeven (20073hows, governance provisions adopted by firms beythose imposed by
regulations and common practices among firms ircthentry have a strong, a positive effect on firmuation. The study showed
that, despite the costs associated with improvorgarate governance at the firm level, many firhease to adopt governance
provisions beyond what considered the norm in thentry, and these improvements in corporate govesndave a positive
effect on firm valuation.

Leora F. Klapper and Inessa Love (2008} the World Bank showed that better corporateego&nce is highly correlated with
better operating performance and market valuafidwey provide the evidence that firm level corporgé&ernance provisions
matter more in countries with weak legal environteeffhe results suggest that firms can partialljngensate for ineffective
laws and enforcement by establishing good corp@aternance and providing credible and investotemton.

V. METHODOLOGY

1. Obijective of the study:

1. To Study the Concept of Corporate Governance in EN8B&ctor in India.
2. To Study to what extent selected company compliavite Corporate Governance Practice in India.
3. To study the guidelines issued by SEBI in the candé Corporate Governance Practice in India.

2. Source of Data:

This Research Paper “Comparative Analysis of CajgoGovernance Practice among ITC & is based oonskacy source of
data which were collected from companies’ annupbres giving a separate chapter from corporate @aree. For this purpose
of the research paper, one major player in FMCGosd@C Itd was taken for study. The time periddtlis study was three
years from 2011 to 2014.
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V. ITC LTD'SPHILOSOPHY ON CORPORATE GOVERNANCE

» The cornerstones of ITC's governance philosophy tansteeship, transparency, ethical corporate etiship,
empowerment, control and accountability.

» Inherent in the concept of trusteeship is the rasidity to ensure equity, namely, that the rigbfsall shareholders,
large or small, are protected.

» ITC believes that the governance process shouldrerisat resources are utilized in a manner thatsretakeholders’
aspirations and societal expectations. This baieéflected in the Company’s deep commitment totrdloute to the
“triple bottom line”, namely the conservation anevdlopment of the nation’s economic, social andirenmental
capital

» The CSR and Sustainability Committee provide sgiatdirection to the Company towards fulfilling tisple bottom
line objectives.

» The structure, processes and practices of goveenane designed to support effective management wfipie
businesses while retaining focus on each one ofithe

VI. M ANDATORY RECOMMENDATION OF SEBI'SCOMMITTEE ON CORPORATE GOVERNANCE

1. The Board of Directors of company shall have on ophum combination of executive and non executive dactors with
not less than fifty percent of the board of directos as compare of non executive directors.

ITC (No. of Non Executive Director
2011 -12 2012-13 2013-14
9 Members ( out of 16 Members 7 Members ( outbMembers) 11 Members ( out of 18 Members)

From the above we can see that ITC Ltd having dimopn combination of executive and nonexecutivediors with not less
than fifty percent of the board of directors comrgy of non-executive directors. ITC Ltd having méhan 65% of the board of
directors comprising of non-executive directors.

2. The board shall meet at least four times a year, W a maximum time gap of four months between any tav meetings.

ITC (No. of Times in year)
2011 -12 2012-13 2013-14
7 Times 7 Times 6 Times

The company following this mandatory recommendatibere the company goes beyond the mandatory ssgeits in
fulfilling the corporate governance objectives Coitbees or Chairman of more than four times meeth gaps of four months in
between two months held meeting across year.

3. A director shall not be a member in more than 10 ammittees or act as chairman of more than five comrttees across
all companies in which he is director.

ITC (No. of Non Executive Director)
2011 -12 2012-13 2013-14
6 Members (out of 16 Members) 6 Members ( outdbMembers) 3 Members ( out of 18 Members)

The company following this mandatory recommendatinrfact company go beyond the mandatory requirgsnm fulfilling
the corporate governance objectives Committeeshair@an of more than five Committees across allphklic companies in
which he is a Director.

4. There shall be a separate section on corporate gawance in the annual reports of company with a deté&compliance
report on corporate governance.

ITC Ltd having separate sections of corporate Guamecee in their Annual reports with detail compliarreport on corporate
Governance also both the companies have menticedandatory report that would help shareholdegsadiher outsiders.

5. The audit committee should meet at least four timeg year and not more than four months shall elapséetween two
meetings.

ITC (No. of Times in year)
2011 -12 2012-13 2013-14
10 Times 9 Times 8 Times
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Here from the table it's shown that company follavgiideline of meet audit committee at least fomes meets with gaps of
four months in between two months held meetingsxcyear.

6. Remuneration policy

ITC’s remuneration strategy aims at attracting egtdining high calibre talent. The remuneratioriqyoltherefore, is market-
led and takes into account the competitive circamst of each business so as to attract and retaiitygtalent and leverage
performance significantly.

VII. REMUNERATION OF DIRECTORS 2011-12

The Chairman and Executive Directors are entitteghérformance bonus for each financial year up toaaimum of
200% and 150% of their consolidated salary, resgadgt and as may be determined by the recommesr&oard.
Non-Executive Directors are entitled to remuneratily way of commission for each financial year to@ maximum of
Rs.6,00,000/- individually, as approved by the Shalders.

Non-Executive Directors are also entitled to sitiees for attending meetings of the Board and Cittees thereof, the
quantum of which is determined by the Board, witklie limit approved by the Shareholders. The gjttiaes, as
determined by the Board, are presently Rs. 20,0@#/-attending each meeting of the Board, Audit Guttee,
Compensation Committee, Nominations Committee amstathability Committee and Rs.5,000/- for eacleting of the
Investor Services Committee. Non-Executive Dirextme also entitled to coverage under Personab&otiinsurance.

VIII. REMUNERATION OF DIRECTORS 2012-13

The Chairman and Executive Directors are entittegheérformance bonus for each financial year up toaximum of

200% and 150% of their consolidated salary, resgelgt and as may be determined by the Board omebemmendation
of the Compensation Committee. Such remuneratiolinked to the performance of the Company inasmashthe

performance bonus is based on various qualitatideqaantitative performance criteria.

Non-Executive Directors are entitled to remuneratiy way of commission for each financial year to@ maximum of
Rs.6,00,000/- individually, as approved by the Shalders.

Non-Executive Directors are also entitled to sitfiees for attending meetings of the Board and Citimes thereof, the
quantum of which is determined by the Board, witklie limit approved by the Shareholders. The gjttiees, as
determined by the Board, are presently Rs. 20,0€)/-attending each meeting of the Board, Audit Qdttee,

Compensation Committee, Nominations Committee amstathability Committee and Rs.5,000/- for eacleting of the

Investor Services Committee. Non-Executive Dirextne also entitled to coverage under Personabontiinsurance.

IX. REMUNERATION OF DIRECTORS 2013-14

Remuneration of the Chairman and other Executivedirs is determined by the Board, on the recondision of the
Nomination & Compensation Committee; remuneratibthe Directors is subject to the approval of tiei®holders.

The Chairman and Executive Directors are entitteghérformance bonus for each financial year up toaximum of
200% and 150% of their consolidated salary.

Non-Executive Directors are entitled to remuneratiy way of commission for each financial year iaggrom Rs.12,
00, 000/- to Rs.20, 00, 000/- individually, as apd by the Shareholders.

Non-Executive Directors are also entitled to siftfiees for attending meetings of the Board and Cittees The sitting
fees, as determined by the Board, were Rs.20,000/-attending each meeting of the Board, Audit Cadttee,
Compensation Committee.

Nominations Committee and Sustainability Commiteeed Rs.5, 000/- for each meeting of the InvestorviGes
Committee. Effective 25th April, 2014, the sittifiges for Non-Executive Directors have been incrédsethe Board
(within the enhanced limit now permitted under tbempanies Act, 2013) to Rs.1, 00, 000/- for eacletng of the
Board, Rs.50,000

Here from above finding it's prove that in year 2012 and 2012-13 Remuneration of directors was gasre was no change
in Remunerations Policy While there was chang@muneration policy in year 2014.

X. FINDINGS

Here the company is following guidelines issuedBBI Clause 49 in context of Corporate Governance.
ITC have the companies have identified the rolecsporate governance.

2015, RHIMRJ, All Rights Reserved Pages of 5 ISSN: 2349-7637 (Online)



3 RESEARCH HUB - International Multidisciplinary Research Journal
‘.rA Volume-2, Issue-4, April-2015

XI. CONCLUSION

With the way that businesses are run today, itbeadifficult for a corporation to become succesgiat by having a high level
of profit. Due to the fact that a corporation isaévaluated based on its image, corporate govegriarestablished to help ensure
that image remains clean. Making sure there iggh dvel of awareness, ethical behavior, and utaeding of what the public
wants is all encompassed in corporate governandt &irporate governance, the corporation takesemesponsibility for its
actions, and also allows it to keep tabs on whgbiag on as well as helps those in charge remaire mware of the public image
of the corporation.
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