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Report of the Committee on the Financial Aspects of Corporate Governance
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Agency Theory

Jensen & Meckling (1976) Theory of the Firm: Managerial Behavior, Agency Costs and Ownership Structure

Todl i 2eSgoetl cluoliwg culgal 8IS yasant o Cammg crealud | Aolox Aallal) 216Y)
oladlas 3uamT (e J95umag AS, AN B)lo] § Orealundl JuSy 5o 85103 udzms

Dl bt aias Reeoloel] Sl o8 531 2SI oy w0 Ll s 2o Laill oo
e budl Bga> Llest cuduaiadly 8,1 udzo 5148 A (lass g2 AaSgdl 39
G5anlly 41801 — 580 gmell — A Lol — A0ladd) A Lail) ALl ool



Stakeholder Theory

R. Edward Freeman —Strategic Management: A Stakeholder Approach (1984).
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Donaldson & Davis (1991) - Legitimacy Theory 4 jall 4, jki
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Corporate Governance Principles
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Comply or Explain
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Principles

Across lhe six Componenls are 24 Principles, broad in scope, that form the foundation of effective

g key ob with the other COSO fr: 8 is idered effective when all
Componenls and (heu relared Principles are present, functioning, and of ing together in an lmegar.ed mannel This
P h reflects stakeholder expectations and leading without g 2 Il approach

Principle 1: Establish Board Structure and Exercise Oversight

Principle 2: Appoint Board Leadership and Members

Principle 3: Select CEO and Delegate Authority

Principle 4: Establish Executive Structure and Effectively Manage
Principle 5: Operate the Board Effectively

Oversight Principle 6: Uphold Shareholder Rights and A bility
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Principle 7: Define Purpose and Core Values

Principle 8: Develop and Communicate the Strategy
Principle o: Execute the Strategy

Principle 10: Measure Performance Against Strategy and Adjust '.i. “ c 0 s 0 “ ‘ ! ‘
) % J £

Principle u: Establish and Model Culture and Behaviors
Principle 12: Promote Ethics, Respect, and Open Communication

. Deploy People Strategy and Succession Planning
Manage People and Compensation
Drive Performance and Development

Principle 17: Commit to Information Quality

Principle 18: Engage Stakeholders Strategically

Principle 19: Communicate Effectively with Internal Stakeholders
Principle 20: Communicate Effectively with External Stakeholders

Principle 21: Manage and Oversee Risks and Opportunities
ﬁ Principle 22: Manage Compliance Responsibilities
Principle 23: Establish and Evaluate Internal Control
Principle 24: Monitor Governance Effectiveness

Communication

Resilience
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