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GLOSSARY 

 

● Control Environment: A set of structures, processes and standards necessary 

to monitor the company’s correct management, to produce accurate financial 

and non-financial reports and to ensure compliance with policies, proceedings, 

laws and regulations. It comprises the internal control system, internal audit, 

risk governance and compliance. 

● Conflict of Interest: A situation that has the potential to undermine the 

impartiality of a person due to the possibility of a conflict between self-interest 

and the professional or public interest. 

● Executive Director: A Director who, in addition to his/her role as Director, is part 

of the company’s Management. 

● Non-Executive Director: A Director who is not part of the company’s 

Management and does not comply with the independence requirements set 

forth in the regulations of Argentina’s Securities and Exchange Commission 

(Comisión Nacional de Valores, the Argentine capital markets regulator). 

● Independent Director: A Director who is not part of the company’s Management 

and who complies with the independence requirements set forth in the 

regulations of Argentina’s Securities and Exchange Commission. 

● Activist Investor: An investor who acquires shares in a company for the 

purpose of influencing its management.  

● Corporate Secretary: A person with a high rank in the company that assists the 

Board of Directors in its tasks and obligations and acts as focal point for 

communication between the Board of Directors, Management and 

Shareholders. 

● Groupthink: This takes place when the desire to reach a group consensus or to 

be polite voids the desire of members to submit alternatives, criticize a position 

or express an unpopular opinion, which can affect the process of good 

decision-making and problem-solving. 

● Stakeholders: A party that has an interest in the operations and results of the 

company, such as consumers, employees, NGOs, the community, the State, 

suppliers, among others. 
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CHAPTER 1: INTRODUCTION TO CORPORATE GOVERNANCE

 

Corporate Governance is a set of practices, processes and structures by which 

companies are run and controlled. The Organization for Economic Cooperation and 

Development (hereinafter, “OECD”) adds that corporate governance “involves a series 

of relations among the company’s management, its Board of Directors, shareholders 

and other stakeholders”. In this sense, investors are those who provide capital to the 

company and choose and remove the members of the Board of Directors. In the eyes 

of investors, Directors are those who are collectively responsible for managing the 

company. The Board of Directors may delegate this responsibility to Management, 

whom it must guide and control. Management then acts in the interest of the 

company and all investors and reports to the Board of Directors. 

As can be seen, the Board of Directors is the corporate body that is at the heart of the 

corporate governance framework and is essential in ensuring that all elements of 

good governance (for example, control environment, transparency and information 

disclosure practices, protection of minority shareholders etc.) work effectively by 

providing the necessary leadership and supervision to achieve corporate objectives. 

Its role goes beyond merely being the link among the other corporate bodies. 

The proper functioning of the Board of Directors depends on the professionalism of 

its members; not as the sum of qualified individuals but as a body whose performance 

and achievement of objectives must be jointly assessed.  

The Board of Directors must also promote and develop a good corporate governance 

framework that includes the making of rules for its own operation. These rules must 

be approved after members have carried out reflexive and rigorous deliberation.  

In this context, the role of the Chairman of the Board of Directors becomes very 

important given that they are responsible for seeking the efficiency and good 

performance of the entire body as well as the contribution of all members. The 

Chairman, through the fulfillment of his/her duties, must create a suitable 

environment for good corporate governance practices to be efficiently developed. 

Some of the Chairman’s duties may be performed with the support of a Corporate 

Secretary or Corporate Governance Officer, who frequently carries out such day-to-day 

administrative duties.  

This Corporate Governance Code focuses on the essential role of the Board of 

Directors within companies and seeks to promote and enhance the level of 

professionalism of Directors. Being a member of the Board of Directors requires 

valuing the complexities of work, devoting attention, commitment, training and 
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capacity development according to the level of knowledge and experience required in 

each company. Being a Director means understanding the role as a prestigious 

opportunity, with duties that require knowledge, time and dedication. 
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CHAPTER 2: CORPORATE GOVERNANCE CODE 

 

In general terms, good corporate governance practices allow for the creation of an 

environment of trust and transparency that seeks to favor long term investments, 

financial stability and business integrity. In addition, the adoption of these practices 

allows companies to improve their competitiveness, reputation and the dialogue 

between investors and stakeholders.  

This Corporate Governance Code attempts to cover several main issues of good 

corporate governance, such as the commitment to its implementation; the soundness 

of the control environment; ethics, integrity and legal compliance; transparency and 

disclosure of information; protection of investors from abuses; and the relationship 

with sustainability. It should be noted that some of these topics have not been 

individually analyzed in a chapter, but instead are analyzed on a cross-sectional basis. 

For example, a company’s commitment to corporate governance is generally reflected 

in the formalization of important documents such as bylaws, codes or policies whose 

adoption is recommended in different areas of analysis throughout this code. The 

same occurs with important issues in the field of public share offerings, such as 

transparency and disclosure of information (which prevents asymmetries of 

information and protects investors from abuses) or sustainability (which is one of the 

main factors to secure the social acceptance of business practice1, proceedings and 

operations of a company by its stakeholders and the public in general)”)  

The general principles of corporate governance are dynamic and flexible because the 

context where companies, investors and stakeholders are immersed is constantly 

changing. That is why every good corporate governance practice today may not be so 

tomorrow and may require an update. However, it is worth mentioning that 

amendments and updates to Corporate Governance Codes will always be incomplete 

and there will be gaps that, in each company, only the Board of Directors will be able 

to fill.  

The Code is structured in three levels:  

● Principles  

● Recommended Practices, and  

● Guidance  

                                                           
1
 This tacit acceptance works as an informal and implicit agreement granted by the community and the stakeholders of a 

company so that it can carry out its operations and businesses. The concept is defined as "social license to operate" or 
"social license" by different international institutions, such as the International Finance Corporation (IFC) or the OECD. The 
social or tacit acceptance goes beyond any legal acceptance or requirement that a company requires in order to operate, 
such as formal permits issued by an official authority, and covers the way in which a company's operations and business 
are viewed and perceived by its stakeholders and the general public 
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Principles are general concepts that underlie all good corporate governance. They 

guide and inspire the recommended practices in the code and other ad-hoc practices 

that a company has determined to be the best for itself. The second level has specific 

recommendations that are considered “best practices” and each of these may be 

considered as “applied” after the company implements them in the manner stated in 

the code. Finally, guidance consists in the reasons and explanations of the principles 

and practices they reflect. The value of this level consists in guiding, inspiring and 

clarifying the topics to be dealt with in each chapter.  
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Scope 

 

The Code is applicable to those entities that are authorized to make public offerings 

of their tradable securities. Among these, we can find different kinds of companies 

that will not apply some of the recommended practices due to their corporate nature. 

We encourage these companies to take the principles of the Code in an aspirational 

way and to implement the practices that are consistent with their type of business 

organization and company characteristics. 

Nevertheless, the Code seeks to raise awareness of good corporate governance for all 

companies. In this sense, despite the fact that certain companies do not have the 

obligation to comply with submitting the report, such as Small and Medium-Sized 

Enterprises as defined by the regulations of Argentina’s Securities and Exchange 

Commission (CNV, as per the acronym in Spanish), they may use the Code content to 

implement practices that strengthen their governance structures and models.  

Financial entities and majority state-owned companies authorized to make public 

offerings of their tradable securities shall, in addition to complying with the 

submission of the report mentioned herein, comply with the relevant regulations or 

guidelines of corporate governance good practices applicable to them.  For example, 

the resolutions issued by the Central Bank of the Argentine Republic or the Argentine 

Superintendence of Insurances. The implementation of these recommendations must 

also be considered within the framework of corporate law and the requirements 

established by the CNV, and other relevant regulations. 

 

Background and International Good Practice  

 

The CNV introduced the first Corporate Governance Code in Argentina in 2007. At that 

time, issuers had to submit every year, together with the Annual Report of the 

Financial Statements of the Fiscal Year, a report on the application of the Principles of 

the Code. The Board of Directors had to state whether it followed, and how, the 

recommended practices, or explain the reasons why it did not adopt said practices, 

either totally or partially, and/or if it considered incorporating them in the future (a 

system known as “comply or explain”). In 2012, the CNV reviewed and updated the 

code, keeping the “comply or explain” spirit but removing the need to draft a report 

and changing it to an attached questionnaire that had to be submitted to the regulator. 

While both codes contained very interesting and modern practices, this new version 

seeks to further deepen the impact on the development of a culture of local corporate 
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governance. That is to say, that the recommendations are reflected in specific 

improvements of company practices.  

Since the publication of the first code, corporate governance practices have evolved 

and experienced a remarkable development. This might be due to the experiences 

generated by the recent global economic crises, the globalization of business and the 

growth of multinational companies, the launching of new technologies and the 

democratization of the Internet, the emergence of responsible and activist investors, 

the acknowledgment of the importance of environmental and social issues, the 

demutualization of stock exchanges, etc.  

In the particular case of Argentina, corporate governance has evolved significantly in 

recent years, and many good practices have already been adopted in law or by the 

regulator. For example, the obligation for companies that make public offerings of 

shares to have an Audit Committee made up of three (3) or more members whose 

majority must be vested with an independent nature; the introduction of a new, more 

detailed and precise definition of “independent director” in line with international 

criteria; the obligation for issuers of shares and/or corporate bonds to submit 

financial statements in accordance with International Financial Reporting Standards 

(IFRS); or the protection of minority shareholders against changes in control through 

the regulated process of public tender offer that acknowledges tag-along rights and 

the fixing of an equitable share price.  

At the international level, the Principles of Corporate Governance developed by the 

OECD and considered an international point of reference to guide the regulation of 

corporate governance has also undergone changes in recent years. The Principles 

originally launched in 1999, were first updated in 2004 and most recently in 2015 

when they were also adopted by the countries of the G-20 (among which Argentina is 

a member). Currently, Argentina wishes to accede to the OECD as a member country 

and in this context, the OECD-GO20 Principles are especially important for the local 

corporate governance.  

These changes at the national and international level, as well as the evolution in 

regulation, have justified the third update of the Corporate Governance Code after six 

years. The update was done by way of a collaborative process as detailed at the end 

of this publication.  
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Reporting and Monitoring 

 

Regarding the objectives of the code, those promoting transparency and protecting 

the rights of investors and the general public remain, but this version adds two further 

objectives. The first one is to encourage investors, directors and managers to avoid 

the “compliance” approach, which reduces corporate governance to a “check the box” 

exercise. The Code seeks to promote a committed and reflective corporate 

governance that is adapted to the particular characteristics of each company by its 

Board of Directors. The second is to be educational. Through the use of simple and 

direct language, and through the development of guiding content related to each 

practice, the Code is ultimately expected to help in the creation of a solid culture of 

good corporate governance practices in every company regardless of its size or 

whether it is open or closed. 

Following on from the above-mentioned objectives, it is mandatory for a company to 

prepare a report which shall be submitted to the regulator every year together with the 

Annual Report. There, the Board of Directors shall list in detail and explain how the 

principles under the “apply or not, explain” system are implemented. This system 

acknowledges that the corporate governance practice does not have to be translated 

into a rigid set of rules that apply in the same way across all companies. On the 

contrary, the principles are broad and flexible enough to provide a certain degree of 

freedom for the companies to explain why they do not apply a certain practice. That is 

why the Board of Directors may provide a justified explanation for an alternative way 

of complying with the principle. In this sense, a good explanation of why a certain 

practice has not been met can be equated as compliance. Thus, it is essential that 

companies include a description of the way in which the principle in question is 

fulfilled through the application of one or more alternative practices. In this way, the 

system ceases to be “comply or not, explain” to become “apply or not, explain”, since 

both the application of the practice and a good explanation are considered as 

“comply”.  

In order to draft the report, the Board of Directors shall follow the sample attached to 

the Code as Annex and specify: (a) whether it applies the recommended practice in its 

entirety and how it does so; or (b) explain the reasons why it does not apply it, if it 

plans to apply it in the future and how it currently complies with the principle that is 

related to the practice that is not applied. Answers must be given in full, be clear and 

of high quality. It is not enough for companies to answer that they do not apply a 

certain practice because they are not required to do so by law. 

Explanations shall include the context of the specific situation of each company and 

shall provide a clear basis on the action that it is taking or will take to comply with the 
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practice. It is hereby acknowledged that some practices may be difficult to implement 

for some companies due to their size or stage of corporate development.  

The disclosure of the practices that the Board of Directors has adapted and applied, 

as well as a rational and thoughtful explanation of the aspects that make certain 

practices inapplicable, have much more value than the blind and rigid adoption of 

“best practices”. The Code seeks to encourage Boards of Directors to innovate, 

experiment and look for solutions to address their needs and mitigate the specific 

risks of each company. Therefore, a good explanation of why the Code’s 

recommended “practice” is not applied while the “principle” is indeed complied with, 

shall be considered as if the recommended practice had been applied. 

The Code’s intention is to be aspirational and not critical of companies’ practices. It is 

not the Code’s objective that the answers provided by companies be used to prepare a 

scorecard or ranking given that this could lead to a simple “check the box” exercise in 

order to avoid poor scoring or misclassification. Answers to the Code may be used as 

a parameter in relation to other companies or also to monitor the evolution of the 

company’s own governance, taking into consideration that changes shall take time 

and the pace of this evolution shall be different for each company. 

Reports prepared by companies shall be monitored by the CNV. For such purposes, 

each year, the CNV shall select through a draw the number of companies to be 

monitored in detail during three fiscal years, considering the quality of their answers. 

The selected companies may be drawn once again to be monitored by the CNV after 

the three fiscal years have ended.  

Besides this procedure, the CNV shall continue to hold its power to monitor the good 

corporate governance practices of any company when deemed necessary or suitable.  

It should be noted that all answers provided in the reports are also considered sworn 

statements by the Board of Directors as the report is submitted as an annex to the 

Annual Report. 

Notwithstanding the direct monitoring of the CNV, answers submitted by companies 

in their reports shall be, within the framework of the “apply or not, explain”, addressed 

to all shareholders and potential investors. They shall be the ones who, since they 

have access to the report published on the CNV website, shall judge the compliance 

with the good corporate governance principles taking into account context, strategy 

and explanations offered by each company. That is why all explanations stated in the 

report are a good opportunity for companies to communicate with, and provide 

explanations to investors. 

Meanwhile, the impact analysis of the Code, that is to say, of the answers that 

companies provide in their reports, shall be carried out by the CNV together with civil 

society actors. The impact will be measured based on the Code’s objectives and the 
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level of adoption of practices by companies. This shall allow for a vision about the 

Code’s effectiveness and the future amendments that might be made to the Code or 

regulations.
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CHAPTER 3: PRINCIPLES, PRACTICES AND GUIDANCE 

 

A)  THE ROLE OF THE BOARD OF DIRECTORS 

 

Principles 

 

1. The company shall be led by a professional and qualified Board of Directors, in 

charge of laying down the foundations to secure the sustainable success of the 

company. The Board of Directors is the guardian of the company and of the 

rights of all its shareholders. 

 

2. The Board of Directors shall be in charge of determining and promoting the 

corporate culture and values. In its work, the Board of Directors shall secure the 

fulfillment of the highest standards of ethics and integrity according to the 

company’s best interest. 

 

3. The Board of Directors shall be in charge of securing a strategy inspired by the 

company’s vision and mission, which is in line with the values and culture 

thereof. The Board of Directors shall constructively get involved with 

management to ensure the correct development, execution, monitoring and 

modification of the company’s strategy.  

 

4. The Board of Directors shall permanently control and supervise the running of 

the company, and shall ensure that management takes actions aimed at 

implementing the strategy and the business plan approved by the Board of 

Directors. 

 

5. The Board of Directors shall have all the mechanisms and policies necessary to 

carry out its duties, and those of each of its members, in an efficient and 

effective way. 
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Practice Guidance 

 

1. The Board of Directors 

builds an ethical work culture 

and sets the company’s 

vision, mission and values. 

A vision is a vivid description of the company’s 

ambitions and desired future that generally inspires 

the company for decades and takes into 

consideration a variety of actors, generally 

employees and clients. A mission articulates the 

purpose of the company that differentiates the latter 

from its competitors and stems from its values, 

available resources and market opportunities. 

Vision and mission are important guidelines for the 

strategy (Practice 2) and shall remain relevant as 

the Board of Directors monitors the execution of the 

strategy, acting as a constant reminder of the 

company’s ultimate purpose and its direction.  

Values are the ethical principles by which the 

company’s activity shall be governed. In order to 

generate an ethical work culture, the Board of 

Directors shall act under the highest ethical 

standards, both in the decisions it makes that affect 

the day-to-day operation of the company as well as 

in its long-term decisions. This requires guiding the 

rest of the employees by example, setting the “tone 

from the top” so that their behavior inspires and is 

replicated in all the areas of the company. In this 

way, an ethical culture is created to serve as a line 

of defense in matters of compliance with internal 

and external rules (Practice 18). This culture can 

also be reflected in the provisions of the Code of 

Ethics and Conduct (Practice 22).  

 

2. The Board of Directors sets 

the company’s general 

strategy and approves the 

strategic plan developed by 

management. When doing so, 

the Board of Directors takes 

into consideration 

environmental, social and 

The nature and extent of the Board of Directors 

involvement in the strategy shall depend on the 

particular circumstances of the company and the 

industry or industries in which it operates. The 

Board of Directors and management shall jointly set 

the instructions and the procedure for the 

development of the strategy, defining its goals - 

objectives and the review process. The Board of 
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corporate governance factors. 

The Board of Directors 

supervises the 

implementation of the 

strategy using key 

performance indicators and 

taking into consideration the 

best interests of the company 

and all of its shareholders. 

Directors shall be prepared to ask inquiring 

questions and to anticipate, rather than to react, to 

the issues of greatest concern. Management shall 

collect all possible information to be able to submit 

to the Board a preliminary strategy, indicating in 

detail the undertaken assumptions, the goals to be 

achieved and the according budget. The Board of 

Directors shall then analyze the execution capacity, 

assumptions, timing, expected accomplishments 

and budget of the preliminary proposal, which may 

be reviewed, discussed and amended in an iterative 

process with the management as many times as are 

necessary. The Management shall draft a final 

version of the strategy and how to achieve it. This 

strategy shall be later analyzed and approved by the 

Board of Directors, thus establishing the “Strategic 

Plan”.  

The Board of Directors shall ensure that the 

Management has taken into consideration the 

company’s vision and mission while formulating the 

strategy (Practice 1), as well as internal and external 

risk factors (Practice 17). The role of the Board of 

Directors does not end with the approval of the plan; 

it shall constantly monitor the management’s 

execution of said plan, taking into account 

previously agreed upon key performance indicators. 

Key performance indicators are the financial and 

non-financial units of measurement used to 

estimate the degree of compliance with the 

objectives. The selection and replacement of 

directors (Practice 13) shall reflect the company’s 

strategic direction, with remuneration and incentives 

for the Management (Practice 16) being aligned 

with the established strategy. 

 

3. The Board of Directors 

supervises management and 

ensures that it develops, 

implements and maintains a 

suitable internal control 

Based on the opportunities/threats, 

strengths/weaknesses of the company, as well as 

the mission, vision, strategy and its risks, the Board 

of Directors shall actively work together with the 

Management to establish the metrics or parameters 
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system with clear reporting 

lines. 

by which the administration shall be monitored and 

considered successful. The Board of Directors shall 

consider financial and non-financial metrics 

(executive talent development, innovation, client 

satisfaction, involvement with the community, etc.), 

as well as qualitative and quantitative, absolute and 

relative, and short, medium and long-term metrics.  

The Board of Directors shall hold meetings where 

only non-executive members (including independent 

directors) participate on a regular basis. The way to 

structure them shall depend ultimately on the 

characteristics of each company. These meetings 

allow for an open and honest discussion about the 

performance of management and its proposals 

regarding strategy and actions that arise therefrom. 

These meetings shall be carried out without 

involving people who are managing the company’s 

day-to-day activities, as this would interfere with the 

ability to provide objective supervision of 

management performance. The aim of these 

meetings is to encourage an objective discussion 

environment, free of work dynamic limitations that 

could be caused by the presence of directors 

performing executive tasks. Furthermore, issues 

should not be submitted to a vote. Additionally, the 

decisions of the Board of Directors shall be adopted 

jointly by all members of the body and follow the 

rules governing its operation. The board should not 

take decisions in the meetings mentioned in the 

guidance section hereof. 

The assessment of the CEO’s performance is key 

within the management supervision process. The 

Board of Directors shall exclude the CEO from all 

discussions about his/her performance in order to 

give members of the Board the freedom to express 

their viewpoints. The results of this discussion may 

be later evaluated with the CEO. 

Should the Board of Directors fail to raise the 

performance of the CEO to the agreed standards to 

consider management a success, it shall begin to 
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consider the need to replace him/her (Practice 10). 

Should the opposite situation occur, that is to say, 

that the CEO performs his/her duties pursuant to 

the agreed standards and objectives, the Board of 

Directors shall still work, together with the CEO on 

the mentoring, the development and the retention of 

talents. In addition, he/she should collaborate with 

the search for potential external replacements in 

case of an unforeseen event. 

The Board of Directors shall also ensure that there 

is a “first line of defense” reflected in a robust 

system of internal controls, with clear reporting lines 

that allow for changes or improvements to be 

requested and followed upon. The Management 

(and by delegation of authority, each area manager 

and employee) is principally responsible for 

establishing a strong, efficient and effective control 

system. The Management shall comply with 

guidelines and standards of best practices for the 

implementation of these systems. 

 

 

4. The Board of Directors 

designs corporate governance 

structures and practices, 

designates the person 

responsible for its 

implementation, monitors 

their effectiveness and 

suggests changes if 

necessary. 

The Board of Directors is the governance body that 

shall lead the company’s corporate governance 

system for the purpose of efficiently and effectively 

coordinating the relationship between investors, the 

management, the Board of Directors and its own 

operation.  

The Board of Directors shall ensure that there are 

duties delegated to a committee of said Board 

and/or a manager with authority and/or clearly 

established reporting lines. Should the complexity 

and scope of the company allow so, this role may 

fall on the Corporate Secretary, who shall be 

responsible for formal corporate governance issues. 

(Practice 9).  

In relation to the committees, depending on the 

needs and the type of business of the company, 

there may be different committees organized 
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according to the different issues to be addressed 

and the areas of knowledge and experience of the 

Directors (for example: audit, risk, remuneration, 

ethics and compliance, nominations, corporate 

governance committees, or a combination thereof). 

The Board of Directors shall analyze the relationship 

between costs and benefits in the implementation 

of corporate governance practices, processes and 

structures and, taking into account the principles of 

flexibility and proportionality, shall safeguard the 

resources necessary for the implementation of a 

system of good corporate governance.  

At the recommendation of the area or the person 

responsible for the implementation and monitoring 

of good corporate governance, the Board of 

Directors shall, periodically, analyze the evolution of 

the company and its business, and demand the 

adaptation and progressive update of the system to 

the new reality. It is also important to consider that 

the “best practices” in corporate governance evolve 

over time and may change in importance or in their 

implementation. Therefore, the objective of having 

good corporate governance shall be considered as 

“best practices at the time of making the decision of 

its implementation”.  
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5. The members of the Board 

of Directors have enough time 

to exercise their powers 

professionally and efficiently. 

The Board of Directors and its 

committees have clear and 

formalized rules for its 

operation and organization; 

which are disclosed through 

the company’s website. 

The knowledge, experience and conditions of 

personal integrity and reputation shall be 

considered when evaluating a candidate for the 

Board of Directors. Only those who have shown high 

standards of ethics and integrity both personally 

and professionally and who can support their 

decisions in the Board of Directors with well-

founded opinions, and be held accountable for 

them, shall be considered for the Board.  

 

Directors shall have the responsibility to maintain an 

almost perfect attendance to Board meetings and 

committee meetings in which they participate. They 

should rigorously prepare for each of them by 

reading the materials they receive, actively 

participate in the meetings with comments and 

questions and be able to pay full attention in each 

meeting. Each director is responsible for requiring 

the Chairman of the Board of Directors to facilitate 

the creation of an environment suitable for the 

aforementioned practices and all the elements 

necessary to fulfill the duties of the Board.  

Another important consideration is the number of 

commitments each Director has outside of the 

company. Besides any calendar restrictions that 

may exist when one has several seats in Boards of 

Directors or managerial positions that limit the time 

of preparation, thought and contribution, there are 

also restrictions in the amount of knowledge that a 

Director may have. Should one hold several seats, it 

is possible that they correspond to companies that 

operate in different businesses or jurisdictions, or 

that they belong to different industries, all situations 

that generally require different kinds of knowledge. 

Thus, the Board of Directors shall have an honest 

conversation with candidates about the 

commitment necessary to properly exercise their 

duties, making the expectations of both parties as 

transparent as possible.  

The Board of Directors shall formalize the rules 
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governing its actions and those of the committees 

so that its members and the Board of Directors as a 

whole can understand their roles, duties and 

responsibilities. One way to achieve that goal is 

through a charter that includes at least: (i) 

responsibilities and duties of its members; (ii) work 

procedures (preparation of the agenda, advanced 

distribution, quorum, information packet, etc); (iii) 

size and composition; (iv) duration of the position of 

the members; and (v) rules of conduct during 

meetings of the Board of Directors and/or 

committees. 

 

 

B) CHAIRMANSHIP OF THE BOARD OF DIRECTORS AND CORPORATE 

SECRETARY 

 

Principles 

 

6. The Chairman of the Board of Directors is in charge of overseeing the effective 

fulfillment of the Board’s functions and of leading its members. The Chairman 

shall create a positive working dynamic and shall promote the constructive 

participation of its members, as well as ensuring that members have the 

elements and information necessary to make decisions. This also applies to 

each Committee Chairman of the Board of Directors in regards to the work that 

corresponds to them. 

 

7. The Chairman of the Board of Directors shall lead processes and set structures 

that ensure the commitment, objectivity and competence of the members of 
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the Board of Directors, as well as the best performance of the Board as a whole 

and its evolution pursuant to the needs of the company.  

 

8. The Chairman of the Board of Directors shall oversee that the whole Board of 

Directors is involved and is responsible for the succession of the CEO.  
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Practice Guidance 

 

6. The Chairman of the Board 

of Directors is responsible for 

the good organization of 

Board meetings, prepares the 

agenda ensuring collaboration 

from all other members and 

ensures that they receive all 

necessary materials in due 

time to participate in meetings 

in an effective and informed 

way. The Committees’ 

Chairmen have the same 

responsibilities regarding their 

meetings. 

The Chairman shall have the responsibility to direct 

and organize the meetings of the Board of Directors 

and Shareholders Meetings. To do so, the Chairman 

may receive the assistance of the Corporate 

Secretary (Practice 9). The Chairman must make 

sure that Directors are called to the meeting early 

enough and that they receive the agenda together 

with the call. He shall send to Directors and 

Shareholders complete, clear and concise 

information packages early enough so that they can 

be duly informed to participate in meetings. Finally, 

it should also guarantee that minutes are taken 

which reflect the discussions and making of 

decisions.  

 

 

7. The Chairman of the Board 

of Directors oversees the 

correct internal operation of 

the Board of Directors by 

implementing formal 

proceedings of annual 

evaluation. 

The Board of Directors shall periodically assess its 

own performance as a body, as well as the 

performance of each of its individual members and 

committees.  

The Board of Directors shall set in the evaluation all 

performance standards that enable the assessment 

of its own working. Although shareholders may 

express their opinion about directors through the 

processes of election and removal of directors, this 

mechanism does not offer the opportunity of 

improvement. On the contrary, the evaluation of the 

Board of Directors has a positive effect when 

answering questions such as “who is the guardian 

of the guardians?” since it establishes the bases for 

the “guardians” to have a self-reflection that 

contributes to the communication and development 

of improvements. This contributes to a better 

performance of said body and the company. 

Furthermore, it sends a clear and strong sense of 

responsibility to shareholders. The evaluation of the 

Board of Directors also has a psychological effect 
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on Directors, since the evaluation increases their 

awareness of their roles, duties and responsibilities 

for which they are remunerated.  

There are different methodologies for carrying out 

these evaluations, such as self-evaluation or 

evaluation assisted by external assessors, which 

shall be applicable depending on the characteristics 

of the Board of Directors, the objectives to be 

achieved and the particular situation of the 

Company at the time. For example, after conducting 

a self-evaluation for two consecutive years, the 

Board of Directors may find greater benefits by 

involving an external assessor that allows it to 

conduct the process with greater objectivity in the 

next assessment. It is important that rules be set in 

advance of the assessment process. The Board of 

Directors may disclose details about the evaluation 

process, but shall maintain confidentiality regarding 

the answers of each member and the discussions 

carried out through the process. 

 

8. The Chairman builds a 

positive and constructive work 

environment for all the 

members of the Board of 

Directors and ensures that 

they all receive constant 

training in order to keep 

themselves up to date and to 

be able to duly fulfill their 

duties. 

The effectiveness of a Board of Directors depends 

mainly on the commitment and competence of its 

individual members, its ability to work as a group 

and the understanding of its fiduciary duties.  

The Chairman is the leader of the Board of Directors 

and shall ensure that its environment be ordered, 

aimed at fostering dialogue and constructive 

criticism, where all members feel comfortable and 

sufficiently informed so as to express their opinion. 

In this framework, the Board of Directors and the 

Management shall work together to define the 

timeframe, type and amount of information to be 

provided to the Board in advance. The Board of 

Directors shall also receive information about 

critical issues for the company’s strategy that go 

beyond frequent financial or management 

indicators. Some examples are topics such as 

innovation, research and product development, 
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talent development, workplace health and safety or 

the expectations of different stakeholders. Once the 

information has been received, the members of the 

Board shall be able to understand and analyze this 

information in order to exercise their duties and/or 

be willing to follow training sessions and keep up to 

date to contribute to discussions. 

The Chairman shall thus ensure the existence of an 

annual training program for the Board of Directors 

financed by the company. The topics will not only be 

linked to the company’s existing needs, but also to 

the role and responsibilities of the Board of 

Directors (comprehensive management of business 

risks, specific knowledge of the business and its 

regulations, the dynamics of corporate governance 

and issues related to sustainability and corporate 

social responsibility, among others). The program 

may include training members of a specific 

committee, such as the Audit Committee, where 

international accounting rules, audit and internal 

control rules and specific capital market regulations 

should be discussed. 

9. The Corporate Secretary 

supports the Chairman of the 

Board in the effective 

administration of the Board of 

Directors and collaborates in 

the communication between 

shareholders, Board of 

Directors and management. 

The duty of the Corporate Secretary may be 

performed by an individual or through a department, 

depending on the size and needs of the company. 

The person in charge of this function shall have 

legal or financial knowledge of the business and the 

industry in which the company operates.  

This administrative and organizational function is 

key for the efficiency and effectiveness of Board 

meetings when supporting its members -and above 

all the Chairman- to carry out their tasks and 

responsibilities, delegating to the Corporate 

Secretary other duties of an administrative nature 

that could take time away from their main role. For 

example, they may be in charge of coordinating the 

collection of information and submitting it in due 

time and in a clear and concise way so as to ease 

Directors’ preparation in order to simplify plenary or 

committee meetings; take detailed notes that, after 
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circulating them for corrections, make up the 

minutes; lead the introduction of new members of 

the Board of Directors to their position through the 

development of an orientation program (Practice 

14); collaborate in the regular assessment of the 

Board of Directors (Practice 7); collaborate in the 

professional training of members of the Board of 

Directors (Practice 8); among others. 

It shall also assist in maintaining bridges of 

communication and information among members 

of the Board of Directors, between the Directors and 

the Management, the company and its investors, 

and the company and its stakeholders. For example, 

it may be in charge of organizing Shareholders’ 

Meetings and of ensuring the registration of 

Shareholders and the participation of all directors in 

said meeting; assist in the drafting of annual and 

sustainability reports; guide the Board of Directors 

in the development and implementation of 

stakeholder engagement plans, among others.  

The Corporate Secretary shall report to and be 

responsible before the Board of Directors for their 

duties and keep a fluid communication line with the 

Management. Due to the legal nature of some of its 

duties, companies often combine the role of the 

Corporate Secretary with that of the leader of the 

Legal Department. In that case, it shall be ensured 

that there is not a conflict between duties, in such a 

way that the Board of Directors continues to receive 

unbiased and independent advice.  

 

10. The Chairman of the Board 

of Directors ensures the 

participation of all the 

members of the Board of 

Directors in the development 

and approval of a succession 

plan for the company’s CEO. 

The selection, development and retention of ideal 

leadership for the company is one of the main 

responsibilities of the Board of Directors. The 

Chairman of the Board of Directors, as leader of the 

body, shall ensure that all its members are involved 

in the development and formalizing of a succession 

plan for the CEO. This should be a collaborative 

process with the entire management.  
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A company’s CEO has a fundamental role in the 

direction of management and is in charge of the 

day-to-day supervision and administration of all 

managerial and operational levels.  

The long or sudden absence of a CEO to guide the 

company can create a power vacuum and absence 

of power that can cause serious financial, 

reputational, and operational damages. Directors 

are often unprepared for scenarios of change in the 

CEO either because of the death of an incumbent, 

unexpected job offers, or simply because the 

manager’s performance is not the one desired, to 

name a few. Moreover, the Board of Director’s 

reticence to administer a competition among 

potential internal candidates may result in the loss 

of other valuable talents and critical positions within 

the corporate organization chart. Therefore, faced 

with the possibility of a vacancy arising for any 

reason, there shall be a succession process adapted 

to the company’s current vision and business 

strategy.  

The Board of Directors should ensure that potential 

candidates are identified, that their abilities and 

deficiencies are assessed, and that their ongoing 

commitment is enhanced. The Board should also 

know when to make changes in the company’s 

administration. The Board of Directors may delegate 

these duties to one of its Committees with the 

support of the company’s human resources 

department. The succession plan for the CEO must 

be formal and its purpose establish an ongoing 

search system to find the right leader for the 

company at that moment. In turn, it is the CEO who 

shall attract and develop future managers, and 

foster an institution rich in talents. The Board of 

Directors shall be the one to maintain an open line 

of access to high-level management positions for 

those candidates.  

Besides the unexpected cases of vacancies in 

general management, the Board of Directors shall 
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take the performance evaluation of the CEO as an 

indispensable tool for the development of a good 

succession plan (Practice 3).  

A special situation occurs when the CEO position is 

unified with the same person performing the role of 

Chairman of the Board of Directors. This scenario 

can be useful since the person performing such a 

dual-role shall have a better knowledge of the 

company’s day-to-day operations and shall be in a 

better position to identify problems and provide 

solutions faster and more efficiently. However, 

potential conflicts of interest may arise in terms of 

supervision and succession. For this reason, 

whether the aforementioned roles are unified in the 

same person or not, it is important that the 

functions and responsibilities of the Chairman and 

the CEO be clearly defined and be disclosed to all 

investors (for example by identifying the functions 

in the Board Charter - Practice 5). Furthermore, the 

Board of Directors shall maintain the responsibility r 

for supervising and securing the drafting of and 

compliance with the succession plan. 
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C) COMPOSITION, NOMINATION AND SUCCESSION OF THE BOARD OF 

DIRECTORS 

 

Principles 

 

9. The Board of Directors shall have suitable levels of independence and diversity 

that enable decision making in the company’s best interest, thus avoiding 

groupthink and decision making by dominant individuals or groups within the 

Board. 

 

10. The Board of Directors shall guarantee that the company has formal 

proceedings for the proposal and nomination of candidates to hold office in the 

Board within the framework of a succession plan. 
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Practice Guidance 

 

11. The Board of Directors has 

at least two members that 

have an independent nature 

pursuant to the criteria in 

force set by the CNV. 

The Board of Directors, when thinking about its 

composition to suggest names of possible 

candidates to the shareholders meeting, shall 

search for a balance among executive, non-

executive and independent members in order to 

allow for a combination of objectivity and 

knowledge of the business to benefit the decision-

making process.  

Companies benefit from structures and practices 

that provide leadership in the Board which is distinct 

from the daily administration. Even more, 

management members shall always be available to 

be requested to take part in Board meetings and to 

give advice on areas in which they work or 

specialize. 

Although the issue about the independence of 

Board members is highly regulated, it is important to 

highlight that the role of an independent director is 

the same role as that of any other director, and that 

their duty is not limited to being an Audit Committee 

member in the case that they would have been 

appointed for said position.  

The presence of independent directors is also 

important in companies that have only taken debt in 

the capital markets. As any other director, who 

should try to maintain an objective judgment 

regarding management, an independent director has 

the obligation to maintain its independence not only 

pursuant to the regulator’s definition but also 

regarding every aspect that may affect their 

objective judgment (such as friendship, for 

example). This is key in finding a balance between 

the different interests that affect a company (for 

example, bondholders’ interest), monitoring 

management performance and preventing conflicts 

of interest.  
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12. The company has a 

Nominations Committee made 

up of at least three (3) 

members and its Chairman is 

an independent Director. 

Should the Chairman of the 

Board of Directors also be the 

Chairman of the Appointment 

Committee, said Chairman 

shall abstain from 

participating in the 

appointment of their own 

successor.  

The Shareholders Meeting is the body that appoints 

the members of the Board of Directors. However, 

the Board of Directors shall be able to give a non-

binding opinion regarding the profiles of the 

candidates to hold positions in the Board. The Board 

of Directors shall guarantee that decisions 

regarding the nomination and selection of the 

members of the Board be made in an objective 

manner and without being subject to personal 

relationships with managers or future colleagues in 

the Board. For this reason, the structure of the 

Nominations Committee that shall help the Board of 

Directors in this task, requires a leadership that 

promotes better performance, objectivity and 

independence. 

 

13. The Board of Directors, 

through the Nominations 

Committee, develops a 

succession plan for its 

members that guides the 

preselection process of 

candidates to fill vacancies 

and takes into consideration 

the non-binding 

recommendations made by its 

members, the CEO and the 

Shareholders.  

 

 

The composition of the Board of Directors is a key 

element of good corporate governance. A good 

composition is the result of the combination of the 

experiences and abilities of all the members of the 

Board of Directors. Provided that they are in line 

with the company’s needs and are relevant to its 

business and strategy. The Board of Directors is the 

best positioned body to determine what those 

experiences and abilities are, and their best 

combination overtime as the company faces 

different challenges.   

The Board of Directors shall actively promote the 

shaping of a diverse Board, considering diversity of 

gender, geographic origin, age, ethnicity and 

professional experience. Diversity brings out critical 

features that are often missing in homogeneous 

groups where “groupthink” is generally present, 

such as the ability to lead changes, to use different 

emotional intelligence, or the willingness to learn 

new trends.  

In terms of gender diversity, it is especially 

important that the company considers not only the 
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composition of the Board of Directors but also the 

equal remuneration of its members and the 

possibility for women to have access to leadership 

positions in the Board, such as the chairmanship of 

said body or any of its committees. Transparency 

and disclosure in terms of diversity in the Board of 

Directors are important elements for investors and 

show the body’s professionalization (Practice 25). 

Gender diversity within the Board expands the 

available talent base to keep its operation updated 

and professionalized. 

Diversity and a culture of inclusion enhance the 

analysis, discussion and processes of decision 

making (facing questioning and heterogeneous 

proposals), talent attraction (Practice 3), strategy 

development (Practice 2), risk governance (Practice 

17) and management supervision (Practice 3). 

The Nominations Committee shall be able to 

develop a matrix to detail the abilities and 

experiences of all current members of the Board. It 

should also be able to identify the weaknesses and 

the needs of the business, its risks and the strategy. 

This shall serve as the starting point for having a 

professional and independent succession plan for 

directors. The Nominations Committee shall 

propose to the Board the candidates to occupy 

vacant positions, provide a well-founded opinion 

about them, define the qualifications that the 

candidates should meet to hold each position (for 

example, if he or she should be part of a committee) 

and draft the procedures for the nomination of new 

members. 
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14. The Board of Directors 

implements an orientation 

program for its newly elected 

members. 

New directors shall need information and 

preparation prior to their incorporation. Establishing 

an orientation program is beneficial to ensure that 

all members are informed on the company’s 

relevant aspects and governing bodies.  

An orientation program also serves to introduce the 

new director to their peers and to explain how the 

Board operates. It seeks to create understanding, 

trust and credibility before the new member starts 

their participation in the meetings.  

The Corporate Secretary shall coordinate the 

process and use different methods to inform the 

new director and introduce them to their peers and 

management. Both objectives are of vital 

importance, especially when a non-executive 

director is hired. Different methods may be used, 

such as visits to the offices and operative plants, 

interviews with key staff and other directors, and 

sending of documents prior to the first meeting.  

 

 

 

 

D)  REMUNERATION  

 

Principles 

 

11. The Board of Directors shall create incentives by way of remuneration, to align 

management -led by the CEO- and the Board of Directors itself with the 

company’s long-term interests in such a way that all Directors fulfill their duties 

in relation to all shareholders equally.  
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Practice Guidance 

 

15. The company has a 

Remunerations Committee 

that is made up of at least 

three (3) members. All 

members are either 

independent or non-executive.  

 

 

 

The Board of Directors shall guarantee that all 

decisions regarding remuneration are made 

objectively, independently and taking into account 

gender equality. The members of the 

Remunerations Committee shall be able to exercise 

an objective judgment and have the ability and 

integrity to make difficult questions, impose and 

comply with limits, and be a source of change when 

current practices are not positive.  

The Remunerations Committee shall comply with at 

least the following duties: (i) supervise that the 

remuneration of the members of the Board of 

Directors and first-line managers are linked to the 

medium and/or long-term performance; (ii) review 

the competitive position of the company’s 

remuneration policies and practices, that is to say, 

compare the company’s practices to other market 

participants, and recommend, or not, changes; (iii) 

inform the guidelines to determine retirement plans 

of the company’s members of the Board of 

Directors and first-line managers; (iv) regularly 

report to the Board and Shareholders Meeting on 

the actions implemented and topics analyzed at 

their meetings; and (v) ensure that the Chairman of 

the Remunerations Committee explains the 

company’s policy regarding the remuneration of 

members of the Board of Directors and first-line 

managers at the Shareholders’ Meeting where 

remunerations are approved.  

 

16. The Board of Directors, 

through the Remunerations 

Committee, sets forth a 

remuneration policy for the 

CEO and members of the 

Board of Directors.  

 

One of the responsibilities of the Board of Directors 

is to guarantee that the company’s management is 

competent enough and has the ethics and values of 

integrity necessary to develop and implement a 

long-term winning strategy.  

The CEO’s remuneration, and in some cases the 

remuneration of other key management positions, 



 

 

  

 

CORPORATE GOBERNANCE CODE                                                                                                                                       34 

 

 

shall be determined in light of a policy which bases 

its focus on performance according to the strategy 

and success indicators (and not only, for example, 

on the share price). Furthermore, it shall help create 

the incentives necessary to frame management 

actions within the risk appetite range approved by 

the Board of Directors (Practice 17). Although 

managers must produce short-term results, it is 

important that remuneration rewards the 

achievement of long-term goals, through a system 

of variable remuneration.  

The remuneration policy shall serve as an element 

of attracting and retaining talent. For this reason, it 

shall be clear and communicable, shall establish a 

plan linked to personal and corporate performance, 

and must be equitative both in the internal sphere 

(where all employees benefit or are penalized 

depending on performance) as well as in the 

external one (where performance is compared to 

the performance of similar companies). 

Furthermore, the policy shall set the remuneration of 

Board members, particularly the remuneration of 

non-executives or independent members. Although 

there is an inherent conflict of interest in the fact 

that the Board of Directors is the one determining its 

own remuneration, this task can definitely not be left 

to the Management which the Board of Directors 

supervises and remunerates. 

The Board of Directors shall submit a proposal 

regarding its own remuneration, which shall later on 

be determined and approved according to the 

procedures established by law. The policy in which 

said proposal is developed shall take into 

consideration the company’s performance. Other 

objective criteria can be the attendance to meetings 

or the specific roles or the duties assigned to each 

director, such as the chairmanship of a committee. 

In this case, the member of a committee should 

receive a higher remuneration than a member who 

is not part of one. On the other hand, the 
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assessment of the Board of Directors should not be 

used to determine the individual remuneration of 

directors (Practice 7) since doing so could lead to 

directors having a conflict of interest at the time of 

evaluation. 

 

 

E) CONTROL ENVIRONMENT 

 

Principles 

 

12. The Board of Directors must ensure the existence of a control environment, 

composed of internal controls developed by management, internal audit, risk 

management, regulatory compliance and external audit, which lays down the 

lines of defense necessary to secure the integrity of the company’s operations 

and financial reports.  

 

13. The Board of Directors shall ensure the existence of a comprehensive risk 

management system that allows management and the Board of Directors to 

run the company efficiently towards achieving their strategic goals. 

 

14. The Board of Directors shall ensure that there is a person or department 

(depending on the size and complexity of the business, the nature of its 

operations and the risks it faces) responsible for the company’s internal audit. 

In order to evaluate and audit the company’s internal controls, corporate 

governance processes and risk management, the internal audit must be 

independent and objective, and have clearly established reporting lines. 

 

15. The Audit Committee of the Board of Directors shall be composed of qualified 

and experienced members, and shall comply with its duties in a transparent 

and independent manner. 

 

16. The Board of Directors shall set all adequate procedures to ensure the 

independent and effective action of the External Auditors. 
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Practice Guidance 

 

17. The Board of Directors 

determines the company’s 

risk appetite and supervises 

and ensures the existence of a 

comprehensive risk 

management system that 

identifies, evaluates, decides 

the course of action, and 

monitors the risks faced by 

the company, including, 

among others, environmental 

and social risks, and those 

inherent to the business in the 

short and long term.  

 

A comprehensive risk management system is the 

result of “Risk Governance”, the continual 

improvement of processes to monitor risk 

management activities. Risks include financial and 

non-financial risks, such as environmental, social, 

technological and reputational risks, among others. 

The Board of Directors shall encourage 

management to take prudent risks in order to create 

a sustainable corporate performance that also 

creates value. Furthermore, it shall supervise that 

the company’s strategy is aligned to the definitions 

made in relation to the business risk management. 

This includes agreeing on the amount of risk the 

company is disposed to accept or its “risk appetite” 

and it may do so through the approval of a “risk 

appetite statement”. Appetite must not be confused 

with “risk tolerance”. Appetite is the amount of risk 

to be taken, while the tolerance is the level of 

variation that the company may accept in relation to 

the appetite. 

The Board of Directors intervention in the 

company’s strategy (Practice 2) offers the 

opportunity to obtain a high level of knowledge on 

the risks that the company is facing. This shall not 

only allow for the risk appetite to be established by 

the Board but also for it to exercise its responsibility 

of supervising the comprehensive risk management 

system. The board should be able to count on the 

support of a committee dedicated to that issue 

(usually called risk committee) or by several 

committees of the Board of Directors, where risk 

falls within each of their scopes of action.  

In certain cases, committees do not end up 

supervising all the risks the company is exposed to. 

For this reason, their job, which is equally useful, in 

this case ends up being one of a data collector and 

analyst. As a result, the Board of Directors must 
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also get involved in identifying how risks are 

interrelated with each other; ensure that 

management has implemented an effective and 

efficient risk management system; and guarantee 

the suitability of resources for said system. 

Management shall work in a dynamic and 

constructive manner along with the Board of 

Directors in the identification, classification and 

prioritization of risks. It shall agree in advance on 

what information is required by the Board of 

Directors (and in which format) so that said Board 

can question the assumptions and hypothesis 

considered by management and align the risk with 

other key elements such as human resources, 

incentives, compliance with regulations or controls.  

18. The Board of Directors 

monitors and revises the 

effectiveness of the 

independent internal audit and 

guarantees the resources to 

implement an annual audit 

plan based on risks and a 

direct report line to the Audit 

Committee.  

 

 

The Board of Directors shall ensure that the 

individual or department in charge of the internal 

auditing has the resources, time and knowledge to 

form a third line of defense behind internal controls 

(first line) and risk management and compliance 

(second line). To that end, it shall have a direct 

report line to the Audit Committee and human 

resources, and a budget according to the size of the 

company and the complexity of its operations. This 

requirement is founded on the need to carry out an 

internal audit that is objective and independent from 

management. It is not suitable that the auditor be 

part of, or report, to the bodies that are the subject 

of said audit.  

The objective of the internal audit is to add value 

and improve the company’s operations, mainly 

through the evaluation of the internal risk control 

systems and management elements. 

The internal audit shall submit a risks-based annual 

plan of action to the Audit Committee for approval 

by the Board of Directors. In addition, the plan shall 

include unplanned audits according to the needs 

that may arise throughout the year.  

The Board of Directors may approve an Internal 
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Audit Charter setting forth directives for the 

operation, mission, scope of duties, authority and 

responsibilities of the Internal Audit. The Audit 

Charter shall be clearly communicated to all levels 

in the company and periodically reviewed by the 

Audit Committee when inefficiencies in the method 

to carry out the audits are identified. 

 

19. The internal auditor or the 

members of the audit 

department are independent 

and highly trained. 

Those carrying out audits shall be well-versed in 

financial, corporate and accounting matters, and 

shall have the authority necessary to perform their 

tasks in a broad, effective and independent manner. 

Furthermore, it shall be valued positively that they 

have sufficient knowledge to evaluate the risk of 

fraud and the way in which it is managed, as well as 

knowledge on information technology. Auditors 

shall be able to audit all managerial levels on their 

own initiative, and be able to have direct 

communication with all employees, in addition to 

having access to all records, files, and information 

necessary to perform their duties. Auditors shall 

have an autonomous budget to be able to travel to 

different corporate offices without prior 

management approval, and be able to participate in 

ongoing training programs on matters related to 

their work.  

 

20. The Board of Directors has 

an Audit Committee that acts 

pursuant to a charter. The 

Committee is composed of a 

majority of, and is chaired by, 

independent directors and 

does not include the CEO. The 

majority of its members have 

professional experience in 

financial and accounting 

areas. 

The Audit Committee is one of the most important 

committees, since it ensures the integrity and 

reliability of a company’s financial statements and 

the way they are audited. The Audit Committee shall 

help the Board of Directors in its supervising role, 

particularly by helping them to select an external 

auditor. The Committee should also supervise the 

internal control systems and the quality of financial 

reports. 

Given the importance of its duties, said committee 

shall act as objectively and independently as 

possible, and it is recommended that it should be 

composed of at least three directors, two of which 
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should be independent directors, including the 

Committee Chairman. Moreover, the CEO should not 

be a member of this Committee. It is recommended 

to avoid the participation of executive directors as 

well, since management itself is subject to audits. 

The Audit Committee shall always be able to require 

the participation of management to discuss a 

specific matter. 

Due to the complex matters the Audit Committee 

deals with, a majority of its members shall have 

financial and accounting training.  

For the purposes of securing its proper operation, 

the committee shall have an internal charter 

detailing its purpose and duties, among which the 

ones to highlight are: (i) give an opinion on the 

Board of Director’s proposal to appoint external 

auditors and ensure their independence (Practice 

21); (ii) supervise the operation of the internal 

control systems and of the administrative-

accounting system; (iii) supervise the application of 

policies regarding the disclosure of information 

related to the company’s risk management; (iv) 

provide the markets with complete information 

about operations where there exist conflicts of 

interest with members of corporate bodies or 

controlling shareholders; (v) give an opinion on the 

reasonableness of the remuneration proposals 

issued by the Board of Directors; (vi) give an opinion 

on the conditions of issuing shares or convertible 

securities, in the event of capital increase; (vii) verify 

the compliance with applicable conduct rules; (viii) 

give a grounded opinion on operations with related 

parties and communicate it to the markets every 

time there is likely to be an alleged conflict of 

interest within the company (Practice 20); review 

the internal and external auditors plans and evaluate 

their performance, and issue an opinion on said 

matter for the submission and publication of the 

annual financial statements.  
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21. The Board of Directors, 

with the opinion of the Audit 

Committee, approves a policy 

to select and monitor external 

auditors. That policy 

establishes the indicators to 

be considered when issuing a 

recommendation to the 

Shareholders Meeting on 

keeping or replacing the 

external auditor. 

The Audit Committee has the obligation to give an 

opinion on the Board of Directors’ proposal for the 

appointment of an external auditor. In addition, it 

shall supervise the performance of the external 

auditor, especially regarding the quality of services 

provided by the latter. To that end, besides its legal 

obligations, the Audit Committee shall determine a 

series of objective indicators (experience, ongoing 

training, dedicated resources and authority, risk-

based approach, review of the internal control of 

processes that are significant to the business, 

thoroughness of detailed audit evidence, the use of 

technological tools, professional rotation, etc.) that 

enable the evaluation of the commitment, 

effectiveness and independence of the external 

auditor’s work.  
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F) ETHICS, INTEGRITY AND COMPLIANCE 

 

Principles 

 

17. The Board of Directors must design and establish structures and practices 

which are appropriate to promote a culture of ethics, integrity and compliance 

with rules that prevents, detects and addresses serious corporate or personal 

failures.  

 

18. The Board of Directors shall ensure that all formal mechanisms are established 

to prevent, or otherwise deal with, conflicts of interest that may arise from the 

company’s administration and management. It shall have formal proceedings 

aimed at ensuring that related party transactions are carried out in the 

company’s best interest and that all shareholders are treated equally. 
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Practice Guidance 

 

22. The Board of Directors 

approves a Code of Ethics and 

Conduct that reflects the 

values and ethics and integrity 

principles as well as the 

company’s culture. The Code 

of Ethics and Conduct is 

communicated with, and 

applied to, all of the 

company’s directors, 

managers and employees.  

 

  

The integrity, ethics and sense of the role and 

responsibility of the company in society and the 

community help building the basis of a long-term 

relationship with employees, clients, suppliers, 

regulators and investors. The Board of Directors 

shall thus ensure the development of a culture of 

ethics and integrity in all corporate levels, and shall 

make all efforts to communicate such culture to all 

stakeholders.  

The Board of Directors plays a key role in continually 

supervising the integrity and ethics of management 

(Practice 3), communicating the importance and 

seriousness of these matters to them, and defining 

the parameters of the culture and revising 

management’s efforts towards its inculcation. 

This culture shall be reflected and become 

incorporated in the company’s corporate 

governance framework, operations and strategy. For 

instance, the Board shall clarify which failures or 

rash risk taking will not be tolerated. Furthermore, it 

shall clarify the conducts that will be reported to the 

authorities by the company. These are the measures 

that the Board of Directors shall undertake with the 

objective of giving robustness to the culture.  

Inspired by the culture of ethics and integrity, the 

Board of Directors shall guarantee the existence, 

and monitor the correct implementation of, an 

integrity program that prevents legally-risky 

behavior. The program should be established in 

order to be able to foresee this and change the 

incentives (for example, remuneration) that lead to 

such behavior.  

As regards to compliance, a decision or conduct 

may usually be determined as compliant or non-

compliant, whereas in questions of ethics, a 

different level of considerations and reasoning are 
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involved. There might be, for example, ethical 

dilemmas in which a choice is to be made between 

two or more options, all regarded as formally legal. 

Addressing this situation requires the development 

of a framework of reference to evaluate the different 

alternatives, such as a Code of Ethics and Conduct. 

Management shall develop and implement a Code 

of Ethics and Conduct that formalizes and 

communicates the company’s values and internal 

rules. For its part, the Board of Directors shall 

supervise the process of creation of the Code, 

ensuring that stakeholders’ expectations are taken 

into consideration.  The Board shall approve the 

Code, provided that it appropriately reflects the 

company’s culture and values. 

The content of the Code shall be clear and 

understandable, and, if possible, it shall be concise 

and use direct language that does not require 

interpretation. Matters addressed in the Code shall 

vary depending on the company’s risks, size and 

economic capacity, as well as the characteristics of 

the company and the specific business (for 

example, it may include specific rules and 

procedures for receiving gifts, hospitality, expenses, 

donations or lobbying). It is important that the Code 

sets forth the proceedings for reporting, 

investigating and taking actions in the event of non-

compliance. 

 

23. The Board of Directors 

establishes and periodically 

reviews an Ethics and Integrity 

Program based on risks, size 

and economic capacity. The 

plan is visibly and 

unequivocally supported by 

management, which 

designates a person within the 

company in charge of 

developing, coordinating, 

The Board of Directors shall structure a program 

supporting the company’s culture of ethics and 

promoting the integrity of those who relate with the 

company. The Board should also keep this program 

updated. Based on the parameters established in 

the Code of Ethics and Conduct, the program 

provides key elements to guide directors, managers 

and employees when dealing with potential or 

actual issues regarding compliance and/or ethics. 

The Management, apart from supporting the 
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supervising and evaluating the 

program in terms of its 

effectiveness. The program 

provides: (i) periodic training 

to directors, administrators 

and employees on ethics, 

integrity and compliance; (ii) 

internal whistleblowing 

channels to report 

irregularities, which are open 

to third parties and are 

properly publicized; (iii) a 

policy to protect 

whistleblowers from 

retaliation, and a system of 

internal investigation that 

respects the rights of the 

investigators and imposes 

effective sanctions for the 

violation of the Code of Ethics 

and Conduct; (iv) integrity 

policies for tender 

proceedings; (v) mechanisms 

to periodically analyze risks, 

and to monitor and evaluate 

the program; (vi) proceedings 

aimed at proving the integrity 

and track record of third 

parties or business partners 

(including due diligence to 

verify irregularities, unlawful 

acts or the existence of 

vulnerabilities during the 

processes of corporate 

transformation and 

acquisitions), including 

suppliers, distributors, 

vendors, agents and 

intermediaries. 

program, shall designate an internal officer that 

shall hold a high position within management, which 

shall grant said officer enough power, resources 

and recognition to be taken seriously by the other 

managers, employees and directors. In addition, the 

officer responsible for the program shall have 

access to the Board of Directors to report regularly. 

 

 

  

 

  

 



 

 

  

 

CORPORATE GOBERNANCE CODE                                                                                                                                       45 

 

 

24. The Board of Directors 

ensures the existence of 

formal mechanisms to prevent 

and address conflicts of 

interest. As regards related 

parties transactions, the 

Board of Directors approves a 

policy that establishes the role 

of each corporate body and 

defines how transactions that 

are detrimental to the 

company or to only certain 

investors are identified, 

managed and disclosed.  

The Board of Directors shall guarantee the 

existence of mechanisms to identify conflicts of 

interest and to analyze the best course of action to 

avoid a negative impact as a result of such 

conflicts. The three lines of defense that include 

internal controls (Practice 3), risk management and 

compliance (Practice 17 and 23) and the internal 

audit (Practice 18), act as general mechanisms to 

identify and avoid harmful conflict of interests, 

notwithstanding any other specific mechanism that 

may be used (for example, the establishment by the 

Board of Directors of rules for the use of 

confidential or insider information). Additionally, 

these mechanisms allow companies to show 

themselves as being transparent, create trust, add 

value and improve their reputation in the market. 

Mechanisms may be formalized in the Code of 

Ethics and Conduct (Practice 22).  

A transaction between related parties shall refer to 

any agreement, business or arrangement, 

regardless of whether it be formal or not, between 

two parties related through shared property, 

membership in common Boards, or significant 

personal or commercial ties. Even though related 

party transactions mean, by definition, a conflict of 

interest, they only generate potential damage to the 

company or some investors. When said 

transactions are carried out properly and pursuant 

to market conditions, they can serve legitimate 

interests that benefit the company and all of its 

investors. Related party transactions may generate 

conflicts when they are overlooked (when there is 

lack of adequate information that allow for proper 

controls to be carried out), when they are carried out 

to the real or potential detriment of the company 

(for example, unnecessary transactions conducted 

or transactions conducted below the market price), 

or when there is a failure to act (for example, if an 

opportunity is missed in order to benefit another 

company or individuals). Furthermore, related party 

transaction may be detrimental for the company 
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when it is conducted using insider information, 

which means manipulating market terms. 

The Board of Directors shall approve a Related Party 

Transactions Policy that establishes its own 

definition of an operation deemed as such by the 

company. In order to do that, they should take the 

relating legal stance on the issue as a base. In 

addition, the policy shall include the measures that 

shall be taken into account to guarantee that 

transactions are not detrimental, are necessary for 

the company and are carried out at market prices 

and conditions. A formal policy can mitigate the risk 

of improper use of corporate resources and the 

harnessing of these resources by investors or 

managers to the detriment of others. The policy 

shall be aligned with the regulations in force. 
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G) PARTICIPATION OF SHAREHOLDERS AND STAKEHOLDERS 

 

Principles 

 

19. The company shall treat all Shareholders equally. It shall guarantee equal 

access to non-confidential relevant information to make decisions at the 

shareholders meetings. 

 

20. The company shall promote the active and properly informed participation of all 

Shareholders, particularly in the shaping of the Board of Directors. 

 

21. The company shall have a transparent Dividend Distribution Policy aligned to 

the strategy. 

 

22. The company shall take into consideration the legitimate interests of its 

stakeholders.  
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Practice Guidance 

 

25. The company’s website 

discloses financial and non-

financial information, thereby 

giving equal and timely access 

to all Investors. The website 

has a specialized area to 

attend to investors enquiries. 

The channels used by companies to disclose 

relevant information and material are as important 

as the information itself. Notwithstanding the 

regulations in force regarding disclosure of 

information, the company shall have an updated and 

publicly accessible website that, in addition to 

providing information relevant to the company (such 

as a section detailing the roles, duties, and practices 

of corporate governance), receives general queries 

from users. This is a simple first step towards equal 

access to information and it is relatively inexpensive 

for the company. 

The company’s website shall contain financial 

information, objectives and non-financial 

information such as the Bylaws, the composition of 

the Board of Directors and the biographies of its 

members. It should also contain information on 

sustainability, governance structures and policies, 

and the shareholding structure of the company.  

The company shall have an Investors Relations 

Officer whose role, among others, shall be to ensure 

that information about corporate governance is 

updated. It should also disclose the company’s 

information, and receive and reply queries.  

Said officer shall have a different role than the one 

the Market Relations Officer (Responsable de 

Relaciones con el Mercado) has. The Market 

Relations Officer has a legal status and is in charge 

of disclosing to the CNV every relevant information 

that may substantially affect the placement or 

exchange of the company’s marketable securities 

through the Online Financial Information Tool 

(Autopista de la Información Financiera). In other 

words, the Market Relations Officer’s responsibility 

shall be towards the regulator. Meanwhile, the 

Investors Relations Officer fulfills a different 

function since he is responsible for providing 
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information and replying to queries of potential 

investors, analysts and shareholders. It should be 

noted that both duties may be embodied in the 

same person, provided that their availability is 

sufficient so as to comply with the corresponding 

responsibilities of both roles. 

26. The Board of Directors 

must ensure the existence of a 

process of identifying and 

classifying its stakeholders 

and a communication channel 

for them. 

The company shall have a Stakeholder Engagement 

Plan that allows to clearly identify those 

stakeholders and classify them according to criteria 

determined by the company itself. The criteria may 

include the level of influence, impact, risk, size, and 

proximity, among others.  

Having a Stakeholder Engagement Plan shall allow 

companies to mitigate risks, anticipate crises, and if 

crises occur, have the tools to solve them 

efficiently. Besides, this tool provides the Board of 

Directors and management with a sustainable 

approach when developing the company’s strategy, 

allowing them to have a better understanding of 

their clients and business.  

Meanwhile, a clearly defined Stakeholder 

Engagement Plan shall allow for the mapping and 

identification of stakeholders and the setting of a 

strategy on how to interact with each of them.  

The company shall also ensure the existence of 

communication channels to keep in contact with its 

stakeholders. The channels shall be used to receive, 

analyze and respond to queries and shall be a 

complement to the public information to which 

stakeholders shall be able to access through the 

company’s website. 

 

27. The Board of Directors 

sends to the Shareholders a 

“provisional information pack” 

before Shareholders Meetings, 

that allows them -by means of 

a formal communication 

channel- to make non-binding 

The right to participate in the Shareholders 

Meetings is an essential shareholder right. In this 

sense, the company must promote the participation 

of all Shareholders by adopting measures such as 

allowing them to ask questions or include points in 

the agenda according to reasonable criteria.  
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comments and to share 

dissenting opinions on the 

recommendations made by 

the Board of Directors. The 

Board has to address every 

comment that it deems 

necessary when sending the 

final information package. 

One of the mechanisms that companies may use to 

foster participation is the sending of provisional 

information packs to shareholders early enough for 

them to make non-binding comments and new 

recommendations on the Board of Director’s 

proposals. Then, the Board of Directors shall rule on 

the comments and opinions proposed by the 

Shareholders that it deems pertinent and disclose 

all opinions put forward. The provisional pack shall 

include at a minimum a tentative date for the 

Shareholders Meeting, the agenda proposed by the 

Board of Directors and its grounded opinion 

regarding each of the matters, including proposal 

for the remuneration and nomination of directors.  

A very important phenomenon at the corporate level 

is the growth of activist investors in the capital 

markets. Generally, this activism is carried out by 

institutional investment funds with long-term 

investment mandates and considerations of 

sustainability and good governance. These 

mechanisms facilitate Shareholders ability to 

express their opinions and engage in constructive 

dialogue with the Board of Directors. In its 

communication with Shareholders, the Board of 

Directors shall send an explanation detailing why 

the corporate governance structures that have been 

developed are the most suitable for the company. 

This is also a way of building Shareholder support 

for the work carried out by the Board of Directors. 

Besides this practice, Shareholders shall have other 

opportunities to recommend candidates to the 

Board of Directors. The Nominations Committee 

(Practice 12) shall disclose the process to consider 

such recommendations. 

Other alternatives to keep Shareholders informed 

are to produce an annual report, to invite them to 

explanatory meetings and/or give them a true 

opportunity to ask questions at the Shareholders 

Meeting. The annual report in particular is a formal 

document detailing the company’s financial and 
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non-financial information, including, among others, 

data regarding the governance structure, authorities 

and employees in charge of the different areas of 

business and corporate governance, and the social 

responsibility of the company. The annual report 

allows all Shareholders and potential investors to 

access the company’s information in a simple and 

clear way unified in one single document.  

 

28. The company’s bylaws 

establish that Shareholders 

may receive the information 

packs for the Shareholders 

Meeting in virtual formats. It 

should also allow 

shareholders to participate in 

the meetings through 

electronic means of 

communication with 

simultaneous transmission of 

sound, images and words, 

upholding the principle of 

equal treatment of the 

participants. 

Should Shareholders’ Meetings be held exclusively 

in person, investors from other jurisdictions are 

practically precluded from exercising their rights 

relating to the meeting unless they incur high 

agency costs to hire representatives. Therefore, the 

company shall make it as easy as possible for 

Shareholders to participate, which may reduce 

Shareholders’ agency costs and may make the 

investment more attractive.  

 

29. The Dividend Distribution 

Policy is aligned with the 

strategy and clearly 

establishes the criteria, 

frequency and conditions 

under which the distribution of 

dividends is to be made. 

 

The company’s profits can be distributed to 

Shareholders as dividends or retained as a source 

of capital for future investments. The decision to 

distribute or retain profits is important for 

Shareholders, potential investors and other 

stakeholders such as creditors. The Board of 

Directors shall be responsible for developing and 

formalizing a Dividend Distribution Policy detailing 

the guidelines for deciding whether to distribute 

dividends or not. The policy cannot force the 

company to always distribute profits, but it can 

create a set of guidelines (for example, the factors 

to consider when proposing or not the distribution) 

that force the company to follow a clear and 

consistent practice, allowing stakeholders to make 
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informed decisions in relation to said policy.  

 


