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Abstract

Corporate governance
the best interest of its stal
or code of ethics rather it is
best company in corporate gov

e that management of the company is working with
overnance is not all about written rules and regulations
nest and ethical corporate life. Infosys is considered as
ractices all over the world. The Indian IT sector has transformed
the image of India in the global . IT sector is the pioneer in introducing improved corporate
governance structures in India. The n reason is that companies derive major revenues from exports
from all over the world, so it is important for them, adhere to the good governance practices in interest of
their clients. Another reason for following corporate governance practices in the IT industry is diverse
shareholding pattern, as most of the funds are contributed by foreign financial institution investors and
the customers of the companies. Infosys is the largest company in the IT industry that deals with business
consulting and outsourcing services. The core strength of Infosys is its value creation ability. Infosys is
known for its best ethical practices, transparency and value creation.

The objective of this paper is to study the corporate governance practices followed at Infosys in
accordance with the clause 49 of listing agreement.

Keywords: Corporate governance, Ethics, clause 49 of listing agreement, board practices
Copyright © 2014 Published by kaav publications. All rights reserved www.kaavpublications.org

181



KIJAHS/ JAN—-MAR 2014/ VOL-1/1SSUE-1/A18 ISSN:2348-4349

I. Introduction

Indian economy has been totally reshaped after globalization and technological developments. Indian
firms are expanding their business throughout the world and able to find space in the international
arenas for business growth. Due to internationalization of Indian firms the need of corporate
governance has been highlighted .Corporate governance concept has received special attention after
corporate scandals like Harshad Mehta case, Ketan Parekh, Vanishing co. and Satyam scam case, SO
there was a need for greater transparency and accountability of firms towards their stakeholders.

I1.Background

SEBI has made serious efforts to clean the system by incorporating clause 49 of corporate
governance. It is mandatory for Indian corporate to comply with therevised clause 49 to protect the
interest of its stakeholders. Several corporate governance initiati launched in India since the
1990s. The first initiative was taken by the Confederation of Indian ry (CII), came up with the
first voluntary code of corporate governance in 1998. The second was By the SEBI, now named as
Clause 49 of the listing agreement. The third was the Na
its report in 2002. The fourth was again by SEBI — the mmittee, which also
submitted its report in 2002. Based on the recom SEBI revised Clause
49 of the listing agreement in August 2003. Su i W | vised Clause 49 in
December 2003, and currently, the original Cla i 1

“Corporate Governance is about promoting ' sparency and accountability”
J. Wolfensohn, President, World Ban -

is the system by whig
the functioning a co n place a system of checks and balances
between the shareholders; g empl , auditor and the management.” [2]

._ nstitute of Company Secretaries of India is as under:
“Corporate Governance is the ap ion of best Management practices, Compliance of law in true
letter and spirit and adherence to “ethical standards for Effective Management and distribution of
wealth and discharge of social Responsibility for sustainable development of all stakeholders”. [3]

I11. Objectives and Methodology

The objective of this paper is to study the corporate governance compliance through a case study of
Infosys which is pioneer of implementing corporate governance practices. For evaluation, paper is
divided into two sections. This work has been analyzed and evaluated on the basis of secondary data.

In the first section, concept of corporate governance, evolution of corporate governance in India has
been discussed. The second section analyses the corporate governance practices followed in Infosys.
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IV. Corporate governance practices at Infosys

The primary purpose of corporate leadership is to create wealth legally and ethically. This translates
to bringing a high level of satisfaction to five constituencies - customers, employees, investors,
vendors and the society-at-large. The raison d'étre of every corporate body is to ensure predictability,
sustainability and profitability of revenues year after year.

-N. R. Narayana Murthy

1) Financial Times,June 21,1999
2) Cadbury, Adrian, “Report of the Committee on the Financial Aspects of the Corporate Governance”, Gee& Co. Ltd, London, 1992

3) http:/Avv.icai.orgficairoot/resources/guidancet.jsp

provider in the world by “HFS Research in 20
featured among the world's most respected and
of other categories including social responsibili

The goal of Infosys is to ensure fair
the community, and the governn
enhancing and retaining investor

investors, vendor-partners,
operate. They believe in
vernance practices.

Services of India Limited (CRISIL) and
ating 1 (CGR 1) and Governance and Value

of Infosys
The philosophy of corporate gov e is based on the following principles.
1. Satisfying the spirit of the law
2. Transparent and high degree of dlsclosure levels

3. Distinction between personal conveniences and corporate resources
4. Truthful external communication

5. Compliance with laws of all countries in which the company operates

6. Simple and transparent corporate structure driven solely by business needs
y

Management is the trustee of the shareholders’ capital and not the owner.

Copyright © 2014 Published by kaav publications. All rights reserved www.kaavpublications.org

183



KIJAHS/ JAN—-MAR 2014/ VOL-1/1SSUE-1/A18 ISSN:2348-4349

Customer

Delight
Pursuit of [ Lead;rship
excellence ¥
— C = e example
LIFE
s
Integrity
Fairmness =
transper—
amcw
Fig.1: Value system at Infosys
The value system of Infosys comprised of five . * Customer Delight, L:

practices, stakeholder's services and disclosu ‘. eters specific to Corporate
Governance were considered. !

that each co __
companies tow
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Disclosure of In
lated party transactions, implementation of corporate

disclosures such as boar
governance principles, lin

V1. Board practices

6.1 Board composition and size: Infosys board has appropriate mix of executive and independent
directors to maintain the independence of the Board, and separate its functions of governance and
management. As on March 31, 2013, the Board consists of 13 members, six of whom are executive or
whole-time directors, and seven are independent directors. Three of the executive directors are our
Founders. The Board periodically evaluates the need for change in its composition and size.

6.2 Board meetings: The Board meets at least once a quarter to review the quarterly results and other
items on the agenda, and also on the occasion of the AGM of the shareholders. Additional meetings
are held when necessary. Independent directors are expected to attend at least four Board meetings in
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a year. Six Board meetings were held during the period of April to October 2013. These were held on April
11, 2013 and April 12, 2013; June 1, 2013; June 15, 2013 July 12, 2013; October 11, 2013

6.3 Board committee: Currently, the Board has six committees: the audit committee, management
development and compensation committee, nominations and governance committee, stakeholder's
relationship committee, risk management committee and corporate social responsibility committee.
All committees except the CSR committee consist entirely of independent directors.

V1. Stakeholder services

The vision of Infosys is to earn global respect from all stakeholders.:
key approach of Infosys for achieving success. Company has defined
for engaging their stakeholders.

gaging with stakeholders is a
nels, forums and platforms

The following table provides details on the key stakehold , T channels and forums,
and the respective internal owners: )

Key stakeholder | Engagement mode

Clients Request for proposals
Client visits and meetings
Sustainability  portal
(www.infosys.co
Mailers
Newsletters

Employees

Employee clubs

HRD

Delivery

Communication Design
Group

Internal Systems
Development
initiatives
Bulletin boards

Corporate  television channel, InfyTV
intranet, Sparsh

Sustainability portal on website

rs (DCs) engagement

Mailers
Eco clubs
Employee committees
Investors Analyst meets Finance
Analyst briefings Company Secretary
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Quarterly results Corporate Marketing
Annual  General Meeting with  our | Communication Design
shareholders Group

Sustainability Report
Financial reports

Government Memberships in global associations Press | Legal
releases Facilities
Annual Report and quarterly reports Corporate Marketing

Form-20F filed with the SEC

Engaging with governments and global
forums

Award applications

Various government submissions
Infosys blogs

Media releases and reports

Academia Discussion with academic institutions
Participation in events involvin
Curriculum enhancement pro
Case studies _
Global internship programs |
Fellowships '
White papers
Joint R&D proj

Vendors

Computers and
Communications

Division

Facilities

Local
Community

Education & Research
Infosys Foundation
Corporate Market

| on website,
Meetings with associations / NGOs
Local community meetings

Press releases

Social media

(Source: Infosys Sustainability Report 2012-13)

It has been found that Infosys management serves in the best interest of its stakeholders and also
builds a strong relationship with them.
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VIII. Disclosure and transparency practices

It is mandatory for the listed companies to publish their financial & non financial information in
annual reports in compliance with the corporate governance code in reference to the clause 49 of
listing agreement issued by SEBI.

a) Basis of related party transactions 49 (IV A)

b) Disclosure of Accounting Treatment 49 (IV B)

c) Board Disclosures 49 (IV C)

d) Proceeds from public issues, rights issues, preferential issues etc. 49 (IV D)

e) Remuneration of Directors 49 (IV E)
f) Management 49 (IV F)

g) Shareholders 49 (IV G)

As part of the commitment, the Infosys technologies furnish all th
disclosures in its annual reports in compliance with the or

company also adheres to the euro governance guidelines
has been rated highly in several corporate governa
a high CG star grade. Its annual report is said t

formation pertaining to
ce guidelines. Further,
compact program. It
A, which has given it
disclosure norms.

IX. Conclusion
An ideal way to ensure sound corpor:
demonstrates that it is possible t
applying strict ethical business

utting edge technology, and
ing high quality of Iife to its

by setting up p
in dlsclosures

high value and social co
foundation, a trust for disad
activities in different sectors
responsibility. Finally, this study ci
of its culture, values and beliefs.

education, healthcare and other areas as a part of social
udes good governance practices of Infosys are a true reflection
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