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Summary:

CIL Ltd. Is a public limited company following dealing in the coal mining.CIL's record of
accomplishment raises questions over its capacity to deliver this growth rate. Additionally,
serious governance issues are likely to affect CIL's financial performance. These questions a
financial and reputational exposure to CIL, its shareholders and lenders, while macro-economic
issuance in the country’s energy economy pose a long term threat to CIL(Accounting Policy
2014). The company is criticized for its governance policies and the financial performance over
the last few years. This report reviews the overall performance of the company basedten the
analysts’ reports, financial reports, etc. The report also claims on the reviewing of>the
government protocols and practices especially the top management policies. The company has
been running over the huge losses over the last few years, and has recently Started earning
profits, thus,compensating the past losses. However, there is a long way forithe campany to go,
but initially there are certain organization’s governance policies needed to be reviewed.

PART A:
Introduction:
Overview over the company’s governance palicies:

CIL investor succinct High risk, low returns."€IL "is, the world’s largest coal mining company,
with production of 435 million metric tonS"(MT)uin 2011-2012. There is important distress on
India to deliver annual production growth rates in excess of 7%. The company has a 2017
production mark of 615 MT. CIL's ye€ard of accomplishment raises questions over its ability to
deliver this rate of effect. In additions serious governance test are like to affect CIL's financial
performance(CIL investor brief Greenpeace India 2014). In addition, serious governance issues
are like to affect CIL's financial perfarmance.

Corporate governancesbroadly refers to the processes, mechanisms, and relations by which
corporations are controlled‘and directed. Governance building identify the disposition of correct
and responsibilities, among different participants in the corporation (such as the board of
directors, auditors, managers, creditors, shareholders, regulators, and other stakeholders) and end
the rules and‘procedures for making decisions in corporate affairs. Corporate control embody the
processes through which corporations' objectives are determined and pursued in the context of
the familiar, regulatory and bazaar environment. Governance mechanisms include policies and
decisions ef’corporations and their agents and monitoring the actions. Corporate governance
expertness are affected by attempts of common interests of stakeholders.
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Description:

Common issues or the governance policies affecting the Company’s performance:

As per the Articles of Association, the President of the country has the power to appoint
Directors. The Chairman will be appointed by the President and the terms and qualification of his
agreement shall be determined by the President. However, in title to the President, the Chajrman
shall also appoint Vice Chairman, Whole Time Functional Directors, Managing Director, and
other Directors in advice with the Chairman who shall not be exposed to recede by rotation. No
colloquy will be necessary in case of Directors representing the Government(CIL investor brief
Greenpeace India 2014).

Reviewing the adequacy of internal hearing, if any including the makeup of enclosed audit
department, staffing, and seniority of the official head of the department, reperting structure,
coverage, and frequency of internal audit(CIL investor brief Greenpeace Indiaf2014).

Looking into the reasons for substantial fail in payment to the depositors, debenture holders,
shareholders (in case of non-payment of stated dividends), and' creditors.Reviewing with
Statutory Auditor the co-ordination of audit efforts to assurés€ompleteness of insurance,
reduction of excessive efforts, and the effective habit ofall auditexpedient.

The component of achievement evaluation mainly/consistswof fiscal and no-financial parameters,
which bear equal weightage of 50% each. The key parameters are disgusting margin, net sales
and other related financial ratios, CSR and Sustainability, R&D, project implementation, HRM,
Quality & Customer satisfaction, coal preduction:& off-take, productivity & safeness, compass
of globalization etc.

There was no performance by the company of physical nature with Directors, Promoters or the
Management, their relatives, et€. that'may have potentially conflict with the profit of company at
huge. The Non-Executive /Directors, had no pecuniary relationships or transactions with the
company during the year éxcept ¢onducting meetings of the Board/Board Sub-committees. Three
Directors of the companyyhold, divide of the Company .These part were procured by them at the
time of IPO. The Company is headed by an Executive Chairman. No executive Director is
appointed for the=periodiexceeding the term, taken together, for a long time, on the Board of the
Company(CIL ‘investor brief Greenpeace India 2014).

Much ofthe_contemporary interest in corporate governance is concerned with the conflicts of
interestsubetween stakeholders. Ways of assuasive or preventing these conflicts of interests
inglude_thesprocesses, customs, policies, laws, and institutions which have an impact on the
highway,a company is counteract. The increased focus on directors' and executives' roles and
respofiSibilities invite for systematic frameworks to accomplish critical corporate governance
moral codes, codes of conduct, reward and compensations, polices related to finance, and
financial reporting.With an emphasis on connection corporate arrangement to practical
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management, the packet supply cutting-edge material imply new and unique study tools and
fresh, consideration provoking satisfied.

Principles of Governance and its significance(Medtronic, Inc. Principles of Corporate
Governance 2012):

The affairs of business of the company shall be managed by board post, which the boardsmay
later delegate its authority by passing a resolution.

It is the responsibility of the Board to for select a potential candidate to hold the post of CEO.
Independent Directors should always be considered to hold the majority in the board.
Independent directors should be given the opportunity to serve in majority with the non-
management directors.

Directors should be selected through the management by the nominating and corporate
governance committee.

The policy of the company is not limited by the limiting the number of.other public company’s
directors to attend them.

There should be assignment and rotation of the committee members.

The Board Meetings should be held every year with six regularmeetings annually.

Attendance of Meetings by the Directors is mandatory.

Executive sessions of the non-managing directors should be conducted.

Company should conduct orientation procedure and“€ontinuing education sessions for the
Directors.

Director’s compensation should be determined@d byythe Nominating and Corporate Governance
Committee periodically.

Corporate governance is the way a gorporation polices itself. In short, it is a process of governing
the company like a sovereign_state; initiating its own regulations, policies and laws to its
employees from the highest ta theylowest levels. Corporate governance is purposed to augment
the accountability of your/company and to elude heavy disasters before they happen. Well-
executed corporate governance should be uniform to a police department’s inside affairs unit,
weeding out and omit problems with extreme detriment. A company can also hold meetings with
internal membersgsuch as shareholders and debt-holders — as well as customers suppliers and
community leaders, te address the request and needs of the affected parties(Singh 2005).

Corporate,governance is of utmost importance to a company and is almost as important as its
primary business’plan. In case , executed effectively, it can prevent corporate scandals, cheat,
andgthe civil and criminal liability of the company. It also aggravate a company’s image in the
publicseye as a self-policing company that is accountable and worthy of shareholder and debt-
holder capital. It admonishes the shared reasoning, practices, and culture of an organization and
its employees. The end issue will appear when enormity — in the form of audited fiscal reports,
perjurer investigations and federal probes — lastly catches up, bankrupting the company
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overnight. Dishonest and unethical dealings can inducement shareholders to flee out of fear,
jealousy, and loathing(Groot 2009).

PART B:
Critical Review of the relevance of Company’s Governance Policy:

The governance and management of the valuation of a horizontal drive will dependy'in part, on
the arrangements that are in place for the governance and management of the companyinitiative
itself and governance within departments for the management's performance. Typically,
governance arrangements for the initiative as a whole end an advisory/steering committee, often
at the assistant deputy minister (ADM) level; often at the director or director general (DG) level
of the program range; and a number of interdepartmental working groups to @ress specific trial.
The gradation of formality of these arrangements tends to increment with the multitude of
participating departments and the overall size and moment™ of, they initiative. The ADM
advisory/steering committee can behave an advisory role“for‘the evaluation, while the intrigue
body for the horizontal initiatory will think to be kept shapeless and“may be required to provide
input. At the working open, some evaluations intercept anrinterdepartmental subcommittee or
working group embrace of a mix of plant andsCompany's staff from each active
department(Fernando 2009).

Departments decision during the development,of this leading monument have noted that the
specific arrangements required for governing, antevaluation of a level initiative will rest on a
number of factors. The larger and more, complex the beginning is, the greater the strait for
formal construction to betroth effectiveness. However, the need for formal coordination
structures will also depend on whether jthe corporate is to be impel out in a centralized or
decentralized method and on the degreesto which the variable components (such as answer work
or case meditation) need torbe\generalship jointly or separately(H. Kent Baker 2010). Once the
governance and management elements have been agreed upon, for the working committees and
working groups should ‘he developed and signed off at the appropriate direct. These should
ignorant out the _bidding, “accord, roles and responsibilities, and determination-construction
government ofgeach entity, as well as their operating procedures. It is serious that all
participating, departments be clear on which types of decisions each a working group will be
required to foree(H=Kent Baker 2010).

The _risk®management strategies developed during the phases should be reviewed periodically to
enSuresthat”the inevitable jeopardy mitigation strategies are in place and that combined
responsibilities are clearly understood. The lead bureau is normally trustworthy for oversee
progress and betroth that jeopardy are control. It is, therefore, important that the lead department
be shapeless quickly of emergent peril and potential hindrance. The Saturn department should
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secretly monitor to detect any potentially significant problems seasonable on, and simulate
quickly to address them.

The being of good corporate governance is ensuring trust fact worthy relations between the
corporation and its stakeholders. Therefore, fit governance involves a division more than
compliance. Good corporate governance is a culture of Responsibility, Accountability,
Consistency, Transparency, Effectiveness deployed throughout the organization(Professor Guler
Aras 2012).

Boards have the basic responsibilities for endurable improvements in corporate valuations by
providing strategic guidance and overlooking regarding contrivance decisions, as well as
selecting and alter the guidance whenever privy. Success can only be perfopm on a sustainable
basis, if boards behave as a role design for implementing the principles of'governance in their
own operations and ensure that the corporation follows these principleswin™ making key
decisions(Sun 2014).

Issues such as the composition of boards, their agenda and pracesses for division-making, and
how they Learn to continuously improve the governance ofithe corporation, exactly character the
both the quality of decisions and of guidance. The main responsibilities of the board is to foresee
operative Oversight and strategic Guidance for the carg. The nature of their decisions is exactly
dependent on the quality of the Information they_have. Establishing a Culture that sets the
suitable tone at the top is critical for establishing the “faith’ for the corporation with all its
stakeholders .

In brief, corporate governance is very impostant<for sustainable disclosure, not only for the
individual company, but also for the sparing as*a whole. Therefore, the quality of governance
should be continuously improved and good governance should be encouraged. However, what is
not measured, cannot be improved."Heénce, there is a necessity for a model to measure the nature
of corporate governance.

Numerous cost models also, seem,to center on the inputs of governance, such as the adjustment
of boards and the separationyof the CEO and chairperson roles. However, they do not fine
sufficient respect to the quality of information, nor link the cogency of governance to product
measures such as the frand appearance, employee and customer satisfaction level, or value
creation and, prefitability. In addition, most measures desert to deal with science and inducement
in governance.

Firstmwhat is more necessary than which demographic characteristics, is what kind of experience
hefsheshas“and what types of behavior he/she portrays. Therefore, gender, nationality, and old
age diversity are not sufficient to evaluate the forcefulness of a board. Another significant point
IS that the quality of the information that the approach gets is a key determinant of its cogency.
Whether salient and timely information, grant in a context, with the benchmarks and alternatives
recognized, assumptions understood and strain-tested, or whether the potential effects of several
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alternatives on other stakeholders have been taken into narration, would have a significant role
on the quality of the board’s conclusion.

Third, the impact of a board’s decisions on product measures should be rate, not true not inputs
such as teaching peculiarity. Governance is serious for the sustainability of value creation.

Boards should also be focusing not only on the concern issue, but also on also how business
event are procure. As an outstanding performance could sometimes be due to monstrouseril-
taking, effect in a relatively good act during a particular conclusion, it may not be sustainable.
Finally, the instance of measuring the effectiveness of governance should be to, impreve' it
continuously.

Questions are prepared to consider whether, in each extension, a decent tope 1S tegulate at the
top; an cause information provision process is established; and a proper advanee is in location for
property guidance and capable mistake. Strong corporate governance is/thus essential to resilient
and excellent markets and is an important instrument of investor shelter, It'is the kinship that
trim the veins of open corporate disclosures and proud-quality, narration practices. It is the
muscle that actuate a viable and accessible financial relate construction(Medtronic, Inc.
Principles of Corporate Governance 2012).

Another important aspect of corporate governance are isstes,of insider trading. It is important
that the persons within the company do not use theimposition’of knowledge and access-to-access
information about the company, and take unethigal profit of the resulting information. To stop
this from happening, corporate are expected to disperse the material cost sensitive information in
a timely and proper manner and also ensureythatyuntil such information is made public, insiders
should be abstaining from transacting «in the“securities of the society. The role of corporate
governance involves all other stakeheldets, besides shareholders. The control and reporting
functioning of boards, the roles ©f the.working committees of the board, government, all
appropriate special weight when, viewed from this perspective(Sun 2014). The other way of
glance at corporate governaneg. is from the contribution that good corporate governance makes to
the ability of a vocation entertain, to the creation of wealth and to the country. Among the non-
executive directors argsindependent directors, who have a keystone role in the entire mosaic of
corporate governance. The'€Committee was of the sight that it was weighty that independence be
pragmatically, suitablyy, and correctly defined, so that the definition itself does not suit a
constraintdn the volition of independent directors on the boards of company.
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PART C
Conclusion:

Recommendations and Suggestions based on the review of the company’s policies:

Corporate governance extends beyond corporate litigation. Any issue, which involves possible
public or produce liability claims of substantial naturalness, embrace any judgment ok order
which, may have passed strictures on the management of the company or taken an adverse sight
regarding another enterprise that can have negative implications on the corporation. Transactions
that surround veritable payment towards goodwill, brand righty’” or, intellectual
property.Significant labor problems and their relevant solutions. Any significant development in
Human Resources/ Industrial Relations front alike signing of wager agfeement;*implementation
of Voluntary Retirement Scheme etc. Sale of materialize nature, of investments, subsidiaries,
property, which is not in original manner of vocation. Under the present framework, a company
is required to obtain the approval of its shareholders for various important decisions such as
extension in its authorized capital, ambulatory of catalegue, office, change in the name,
amalgamation and reconstitution, discount-back of shear,furtherissue of shares, etc. Where a
decision is to be passed in rehearsal to any of the previeusly ‘mentioned term through postal
ballot, the board of directors shall appoint a Designated-Person to behavior, oversee, and govern
the exercise of postal ballot. This person may e the Company Secretary, a quiet judge or any
man of think who, in the sentiment of the board; can generalship the voting preserver in a
reasonable. Following certain changes in the,policy.may be able to help the corporate to make a
disciplined change in the working style and management and better designing of the policies for
the governance of the company or the.erganization. Corporate governance policies and principles
are the backbone of any company and.t helps in streamlining the overall work and performance
of the company, thus, helps ingmaking the company’s financials stronger and helps in getting
more revenue and considering allythe other aspects like human resource, labor and welfare
policies, social responsibility related policies and other related policies.
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