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Corporate governance is the system by which companies are directed and
Boards of directors are responsible for the governance of their . controlled
companies. The shareholders’ role in governance is to appoint the directors and
the auditors and to satisfy themselves that an appropriate governance structure is
in place. The responsibilities of the board include setting the company’s strategic
aims, providing the leadership to put them into effect, supervising the management
of the business and reporting to shareholders on their stewardship. The board’s
.actions are subject to laws, regulations and the shareholders in general meeting
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Securities markets can be divided into two markets. The first is a primary market;
the second is a secondary market. The former deals with the issuers’ transactions
(selling of securities by issuers), while the latter has trading transactions (buying
and selling issued securities); Alan Palmiter, Securities Regulation: Examples and
.Explanations (6th edn, Aspen Publishers 2014) 1
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Christine Mallin, Corporate Governance (4th edn, Oxford University Press 2013) 27-.
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In Kuwait, according to the 2010 Act, the Kuwaiti authority has the power to (YY)
determine the kind of accounting standards which companies have to follow.
According to rule No. 10/2011 the authority has adopted the International Financial
Reporting Standards (IFRSs) issued by the International Accounting Standards
Board (IASB). However, a number of experts in the accounting field criticised

the application of international accounting standards, saying that it is difficult to
comply with these rules because of complexities. They recommended creating an
.independent body to help apply and supervise this complicated processes
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As early as the 1970 s (Maxwell, Guinness) a few corporate scandals started to emerge (YY)
which highlighted the risk to an investor’s sharcholding from the irresponsible, negligent
and even fraudulent or near fraudulent actions of those responsible for governing a company
leading to a fall in company value and even its complete collapse. This trend continued into
the 21st century culminating in the 2008 financial crisis. Bob Ticker, Corporate Governance:

Prinpif)les, Polices and Practices (3rd edn, Oxford University Press 2015) 11-15
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In companies in which ownership and management are separate, as in the case

of listed companies, there is a danger that a director, by virtue of his powers,

could put the company at risk or abuse his or her position. This is a worldwide

problem, as illustrated by the examples below. Numerous scandals and collapses

have occurred in different countries as a result of the shortcomings in the way

that companies are operated. Therefore, it is clear that no country is immune from

such problems, including Kuwait. Where gaps exist between owners and managers

(separation of ownership and control), corporate governance principles can be used

as one method of improving the performance of listed companies and therefore

better protecting retail investors against the risk of poor corporate governance. Erik

Vermeulen, ‘Beneficial Ownership and Control: A Comparative Study - Disclosure,

Information and Enforcement’ (2013) OECD Corporate Governance Working

Papers 7, 8 <http://www.oecd-ilibrary.org/governance/oecd-corporate-governance-

.working-papers 22230939> accessed July 14, 2017
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The first corporate governance code was published in 1992 (the Cadbury Code) (¢A)
and changes have been made to the Code since that time. The idea of ‘comply
or explain’ by which a company has to comply with the code or explain why it
has not, still exists, because it has flexibility (no one size fits all), and it works
alongside the company law and listing rules to make the UK’s among the highest
corporate governance standards in the world. After the Cadbury Code, there were
a number of instruments, such as the Combined Code (1998) based on the ‘comply
or explain’ idea (the company should comply with the law or explain the reason for
its non-compliance). At that stage the code was purely voluntary, however, now it
is not. This will be discussed later. This was revised in 2003, updated in 2008 and
reviewed in 2009. In 2010, the Combined Code was renamed the UK Corporate
Governance Code and was issued with more changes
_http://www.grant-thornton.co.uk/Global/Publication_pdf/Corporate_Governance
Review 2012.pdf
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G20/ OCED Principles of Corporate Governance mentions that” The legislative (0¢)

and regulatory elements of the corporate governance framework can usefully be

complemented by soft law elements based on the “comply or explain” principle

such as corporate governance codes in order to allow for flexibility and address

“specificities of individual companies
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