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CapnexoB P.K. — k.10.n., 3acnyscennwiii oes-
menv Kaszaxcmana (Hyp-Cyaman, Kasaxcman)
— (npedceoamens)
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Kaszaxcman)

AGb130B P.M. — 0.10.1. (Bapnayn, Poccus)
Beabix B.C. — 0.10.1. (Examepunbype, Poccus)
Ty6un E.IL. — 0.70.n. (Mockea, Poccus)
Measuuk P.C. — 0.10.n. (Hyp-Cynman,
Kaszaxcman)

MouceeB A.A. — 0.10.H. (Mockea, Poccus)
Mypomues I U. — o0.10.n. (Mockea, Poccus)
PaxmeroB C.M. — o.10.n. (Hyp-Cynman,
Kaszaxcman)

Masunosckuit B.A. — 0.10.n. (Hyp-Cyaman,
Kaszaxcman)

Yuzuina Wanaxk — o.r0.4. (Hyp-Cynman,
Kaszaxcman)

InaBubIii perakTop
JrocenoB E.A. — k.10.1.

CocraB PeakunoHHo# KoJLIeruu

Asep Amme — PhD (Kuaw, Iepmanus)
Baiinussosa 3.C. — k.j0.1. (Capamos, Poccus)
Jixanrapames P.M. — LLM (Hyp-Cyiman,
Kaszaxcman)

MmexkoB K.A. - 0.10.1. (Mocksa, Poccus)
KasbaeBa A.I. — x.i0.1. (Hyp-Cyaman,
Kaszaxcman)

Kaup6aesa JI.LK. — PhD (Hyp-Cyaman,
Kaszaxcman)

Kusizosa A.K. — LLM (Hyp-Cynman,
Kaszaxcman)

Kymxabaesa %K.O. — «.10.1n. (Hyp-Cynman,
Kaszaxcman)

Hyprasunos B.K. — x.10.n. (Hyp-Cyaman,
Kaszaxcman)

Hypmaraméeros P.I. — PhD (Yenabunck,
Poccus)

Mpumames H.M. — k.70.n. (Hyp-Cyiman,
Kaszaxcman)

Paxumbepann K.X. — 0.10.1. (Yemo-Kameno-
eopck, Kasaxcman)

CapcenoB A.M. — PhD (Hyp-Cynman, Kazax-
cmat)

Terusoexosa K.U. — k.10.1. (Buwrex,
Keipeviscman)

®unk JLA. - k0.1 (Hyp-Cynman, Kazaxcman)

Penaxkrop — Koarybaesa I.B.
Bepcrka — Tacuposa A.C.
Ten.: 8 (7172) 26-61-29
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UDC 336

HOW CAN THE EFFECTIVENESS
OF THE «COMPLY OR EXPLAIN» PRINCIPLE IN THE
UK CORPORATE GOVERNANCE
CODE BE IMPROVED?

Jangarashev Rolan Maratovich

Deputy Director of the Institute of Legislation
and Legal Information of the Republic of Kazakhstan,
Republic of Kazakhstan, Nur-Sultan; e-mail: dzhangarashev.r@zqai.kz

Abstract. The article considers features of corporate government established by the UK
Corporate governance code and the increasing necessity in the improvement of corporate
governance. The author identifies key problems and analyzes basic models of modern corporate
management. Main factors of the increase of enterprises’ corporate management efficiency
identified by the author comprise academic novelty and practical value of the article. The article
considers advantages of the “comply or explain” principle, which consists in adaptation of
management rules to specific characteristics of individual companies. It is believed that this
principle leads to better corporate governance outcomes than the «one size fits all» approach.
However, the effectiveness of “comply or explain” approach depends on the existence of several
crucial condition, such as quality of the explanation part of the principle. As it has been identified
poor quality explanations can affect among others to the accountability and transparency of
companies financial operations, the effectiveness of stock markets, the ability of shareholders to
evaluate corporate behavior. Author analyses the corporate practice of some European countries,
which implement the corporate practice of controlling companies’ explanations of inapplicable
principle by establishing an independent monitoring body. However, it seems that such practice
has some flows and such practice needs thorough evaluation before its implementation. The
author also mentions Kazakhstani experience and contemplates on the future perspectives of the
development of a corporate governance code in Kazakhstan.

Key words: comply or explain; corporate governance; financial regulation, voluntariness,

efficiency.

BIPIKKEH KOPOJIBJIKTIH KOPHOPATUBTIK BACKAPY
KOJEKCIHAE «CAKTA HEMECE TYCIH/IP»
KAFUJIATBIHBIH TUIMILTITTH KAJIAH
APTTBIPYFA BOJIAJIbI?

Posian Maparyusl /skanrapaiues

Kaszaxcman Pecnybnukaceinoly 3ayHama sincane KYKbIKmMblK aKnapam
UHCTNUMYMBIHbIY OUPEKMOPBIHBIY OPbIHOACADbI,
Kaszaxcman Pecnyonukacel, Hyp-Cynman K., e-mail: dzhangarashev.r@zqai.kz

Annomauun. Maxanaoa ¥rielopumanusausly KOpnopamusmixk o6ackapy KoOoekcinoe OenciyieH-
2eH Kopnopamusmix 6ackapyovly epexuenikmepi kapacmuoipviizan. Kopnopamusmik 6ackapyoul
JHcemindipyoiy eckeley o3ekminici Kapacmuipuliovl. Hezizei npobnemanap anvikmanvin, Kazip-
2l 3aMaHebl KOpnopamusmix oackapyowvly Hecizei mooenrvoepi manodanovl. Makananvly &blivl-
MU JCAHATBIELL MEH NPAKMUKATILIK KYHOBLIbIZbL A8MOPObIH KICINOPLIHOAPObl KOPROPAMUBIIK
backapyoviy muimoinicin apmmulpyosly He2izel pakmopiapvii aublKmaumeinovizblHoa. Maka-
naoa backapy epesxcenepin dceke KOMNAHUANAPOLIY epeKulelikmepine beuimoeyoern mypamoiH
«cakmay Hemece myciHOIPY» KASUOAMbIHbIY APMbIKUbLILIKIMAPbl KAPACMblpbliaosl. byn npun-
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yun «Oip onuwem Oapine caiikec Kenediy MACiliHeH 20pi Kopnopamuemi backapyowly muimoi
Homudicenepine akenedi Oen cananaovl. Anatioa, cakmayea Hemece MYcCiHOIpyee Heli30eleeH
Macindiy muimoiniei ketlbip Mayvl30bl wapmmapowly 6onyvina oatiianvicmol. OcviHOAl wapm-
mapovly OIpi — npuHyunmiy mycinoipme 6oniciniy canacvl. AHBIKMAN2AHOAl, Canacvl3 MyciHiK-
memenep, Oackaiapmen Kamap, KOMNAHUSIAPOLIH KAPAHCHLIbIK ONEPaAyUsiapblHbly ecenmiii-
2l MeH aulblKmbleéblHd, KOpP HAPLIKMAPLIHLIY MUiMOiliciHe, aKyuoHepiepoiy KOpnopamusmix
MiHe3-KYablKkmbl Oazanay Kabitemine acep emyi MymKiH. Aemop mayenciz OaKvliayulbl opeaH
KYDY apKblibl OAKbLIAY UL KOMNAHUALAPObI KARUOAMKA KOLOAHBLIMAUMbIH MYCiHOIPYOiH KOPHo-
pamusmix npakmuxacsl eHeiziiemin xetioip Eypona enodepiniy Kondanvicmazol KOpnopamuemix
NPAKMUKACHIH Manodaovl. Anaiioa, MyHOau maxcipubeniy Keibip kemuinikmepi oap jiane MyH-
oati maxcipubeni enzizep anoviHOa MyKusm odazanay xepexmiein xamapcmuoipean. ConOau-ax,
asmop Kopnopamusmix 6acKapy KoOeKcCiH a3ipieyoezi Ka3aKCmarOblK maxcipubeHiy oonauiax
NepcneKmusanIapblia Ha3ap ayoapea.

Tyuiin ce30ep: cakmay memece myciHOIpy, KOpnopamuemix 0AcKapy; KapicoLIblK pemmey,
epikminix, muiMOinix.

KAKHM OBPA3OM MOHO HOBBICUTH D®DPEKTUBHOCTbH
INPUHIIUIIA «COBJIOTAN WJIN PA3BACHSA»
B KOJEKCE KOPIIOPATUBHOI'O YIIPABJIEHU S
COEJJMHEHHOI'O KOPOJIEBCTBA

Jixxkanrapames Poian Maparosuyu

3amecmumens oupexmop Uncmumyma 3axonooamenscmea u
npasoeoti ungopmayuu Pecnybruxu Kazaxcman,
Pecnybnuxa Kazaxcman, e. Hyp-Cynmau, e-mail: dzhangarashev.r@zqai.kz

Annomayua. B cmamve paccmampugaiomcs 0cob6eHHOCMU KOPROPAMUBHO20 YRPAGIEeHUS,
ycmanoenennvlie Kodexcom kopnopamuenozo ynpaenenus Benuxoopumanuu. Paccmompena
sospacmarowas 6e30maiazamenbHOCHyb YIYYUEeHUs KOPROPAMUGHo20 ynpasienus. Bviasnensi
Kat04esble npobiembl U NPOAHATUSUPOBAHBL OCHOBHbIE MOOENU COBPEMEHHO20 KOPNOPAMUBHO20
ynpasnenus. Hayunas noeusna u npakmuyeckas yeHHOCMb CMambvbu 3aKa04aemcs 6 mom, 4mo
asmop @uloelisem 0CHOBHbIE (PaKMOPbl NOGBIULEHUS IPPeKMmUsHOCMU KOPNOPAMUBHO20 YNpasie-
HUs npeonpuamuamu. B cmamve paccmampusaromes npeumyuecmea npuHYuna «coonooatt unu
00BACHAUY, 3aKTIOUAIOWE20Cs 8 A0aNMayul NPAsUl YnpasieHus K cneyughuxe omoenbHblX KOM-
nanuti. Cyumaemcs, ymo 3mom NPUHYUN NPUSOOUM K JVHUUM Pe3YTbMamam KOpnopamusHo2o
YHpasneHus, yem nooxo0 «eouHvli 0ns ecexy. QOHako 3ghexmusHocmsb nooxooa coono0eHus
Ui 00BACHEHUs 3a8UCUM OM HATUYUS HEKOMOPBLIX 8ANCHBIX YCA06Ull. OOHUM U3 MAKUX YCI06UTL
ABNAEMCA Kauecmeo noschumenvHou yacmu npunyuna. Kax ovino ycmanosneno, nekavecmeen-
Hble 00BACHEHU MO2YM NOGIUAMb CPeOU NPo4e20 Ha NOOOMYEMHOCHb U NPO3PAYHOCIb YUHAH-
COBbIX Onepayuli KOMnauuil, 3¢gdexmuenocms oHOOBbIX PLIHKOS, CNOCOOHOCMb AKYUOHEPOS
OYeHUBAMb KOPNOPAMuUEHoe nogeoenue. AGmop ananusupyem cyuwecmayiouyio KopnopamueHyo
NPAKMUKY HEKOMOPbIX e8PONEUCKUX CIPAH, 8 KOMOPbIX GHEOPAEMCs KOPROPAMUBHAS, NPAKMU-
Ka pazvsACHeHUs. KOHMPOIUPYIOWUMY KOMAAHUAMU HENPUMEHUMO20 NPUHYUNA NYMeM CO30aHUs
He3a8UCUMO20 KOHMPONbHO20 Op2and. Bmecme ¢ mem makas npakmuka, Kak npeocmasisaemcs,
umeem onpeoenenHylo OUHAMUKY, U MAKYI0 NPAKMUKY cledyem mujameibHo NPOaHAIUUPOBAms
00 ee 8Hedpenus. Aemop makaice 0Opamui BHUMAHUe Ha NPAKMUKY U paccmompen O6yoywue nep-
CNeKMUBbL KA3axXCMaHucKo20 Onvlma paspabomiu K00eKca KopnopamueHo20 YnpasieHus.

Kntwouegvie cnoea: coonooams unu oObACHAMb, KOPRopamugHoe ynpasienue, QUHAHCO80e
peaynuposatue, 000p08oILHOCMb, dhhekmuenocmo,
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Introduction

The UK Corporate Governance Code,
formerly known as the Consolidated Code, is
considered one of the most influential corporate
governance codes worldwide. Its main
characteristic, and what makes it different from
the Sarbanes-Oxley Act in the United States,
is the flexibility, which it offers to companies.
The voluntariness and flexibility of the Code
is conceptualized in the «comply or explain»
principle, which is applied not only in the UK,
but at the EU level and beyond as well.

The «comply or explain» principle is used to
inform investors and public through a statement
of compliance with the best corporate practice,
or otherwise explain why that practice is
inapplicable.

The concept was first introduced in the UK
following the recommendations of the 1992
Cadbury Report'. The «comply or explain»
principle currently forms the basis of the
European code-based approach to corporate
governance.

Thus, some national European bodies have
established a set of good corporate governance
practices that are expected to be adopted. In fact,
these national codes of corporate governance
set out rules or guidelines that are not binding,
but companies must either comply with them or
publicly explain why they do not comply with
some of their provisions.

A compliance-based approach can be
particularly important in emerging market
economies where the organizational structure,
ownership and control of companies are complex
and where optimal governance arrangements
are evolving to maximize companies’ value.

Despite the wide popularity of the «Com-
ply or explain» principle, there is an increas-
ing concern around its practical effectiveness.
A number of studies suggest that this principle
does not work properly. Seidl D., Sanderson P.
& Roberts J. [1] argue that there are few deeply
detailed studies conducted on the «comply or
explain» approach, which could explore its bet-
ter practical use.

Nevertheless, this paper will describe the
current practical use of the «comply or explain»
approach, outline some of the main problems,
including poor quality of explanations and in-

DOI: 10.52026/2788-5291_2022_69 2_67

appropriate corporate performance, provide
and evaluate the solution of implementation
of an independent monitoring authority from
international experience and shortly examine
Kazakhstan’s experience. It seems to be true
that «comply or explain» principle should have
more sophisticated regulatory mechanisms in
the Code, and more research should be done on
this matter.

Materials and methods

In order to achieve the research goal, the
universal dialectical method of cognition was
used, as well as private scientific and special
research methods based on it: comparative
legal, systemic, formal legal, methods of legal
modeling.

Discussion and results

The corporate governance, as a part of
the company law, aims to create effective
management mechanisms in order to provide
the security of the shareholders welfare and
companies successful development. The
Cadbury Committee> had conceptualized
the definition of corporate governance as
a system by which companies are directed
and controlled. According to Mallin [1] the
majority of the European countries adopted
corporate governance codes in order to increase
investors’ confidence in the company and create
accountable and transparent management
system.

In the UK, the Corporate Governance
Code is a collection of the best practices and
recommendations,  including  leadership,
effectiveness, accountability, and relations
with shareholders, which have been promoted
for private companies by Financial Reporting
Council®. It is an independent regulator
responsible for improvement of the corporate
governance in the UK.

Notably, successful development of the
corporate governance in the UK became
possible due to the operation of the «Comply or
Explain» principle as the main concept of the
Code [2]. The core idea of this concept is the
principle of flexibility. This means that private
companies can choose whether to agree with
the Code recommendations or not. Today, the

I Cadbury A. (1992). Report of the Committee on the Governance. Financial Aspects of Corporate London, Gee. (22.04.2022)

2 Ibid.

3 Financial Reporting Council (2011) Response European Commission Green Paper on the EU corporate gover-
nance framework // https://www.frc.org.uk/Our-%20corporat.pdf (20.04.2022).
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Code 1is perceived as a leading international
trademark for the best corporate governance
practice in both theory and praxis [3].

It is necessary to give an explanation on how
the comply or explain principle works. Despite
the fact that the idea of the principle is quite
simple, scholars define it differently. Perhaps,
the most extensive definition of the «comply or
explainy» principle is:

characterized by voluntary compliance with
the recommended provisions and mandatory
disclosure: companies have to state in their
annual reports whether they comply with the
Code provisions, identify any areas of non-
compliance, and explain the reasons in light of
their own particular circumstances [3].

In other words, private companies are
independent to agree or disagree with any of the
Code recommendations. If a company accepts
the Code’s provisions, it will «comply» with
them. If it does not comply, it has to «explain»
why. These simple procedures seem to be an
effective mechanism for private companies’
excellent corporate performance.

However, there are some practical limitations
of the «comply or explain» principle such as
increasing number of explanations for non-
compliance with the Code provisions. It has
been found that in 2004 the percentage of the
companies, which are completely opposed to
the given provisions, was less than 10 [3]. This
tendency has been deteriorating in the following
years. According to Shrives and Brennan
roughly half of the private companies between
2011 and 2012 have not complied with the
Code recommendations. Perhaps, fundamental
reason for this growth is that the Code does not
provide explicit guidance on how to construct
explanations for non-compliance. As a result,
companies might provide inadequate and
meaningless explanations. Surprisingly, none
of authors does not have a distinct definition for
such explanations, which makes them difficult
to distinguish. Therefore, it seems that growing
number of explanations can have a detrimental
effect on the «explain» part of the principle
and challenge the whole premise of the
«comply or explain» approach and its practical
effectiveness.

As a result of growing number of private
companies’ explanations on unaccepted
recommendations, it may have certain negative
consequences. Particularly, they might have a
negative impact on the quality of explanations,
which can result in to inappropriate corporate
performance.

As mentioned before, if companies do not

70

comply with the Code provisions, they are
required to provide well-reasoned explanations
for such departures. There are several studies
suggesting that an increasing quantity of non-
compliance cases might result in corresponding
numbers of poor quality explanations [5].
Difficulties, however, in analysing these studies
arise from the fact that they do not have a clear
definition of «explanation quality».

Nevertheless, fairly straightforward reasons
for poor quality explanation were suggested by
Shrives and Brennan [6]. First, companies might
consider the Code as a mandatory act, which
they are obliged to comply. Consequently, under
its pressure, they can draft more generalized
rather than specific explanations [6]. This
means that companies may craft expected,
but not necessarily appropriate explanations.
Next, they might duplicate other companies’
explanations by partly copying the structure
which does not necessarily fit in to a company’s
own circumstances. Finally, if a company
uncertain about how to draft correct deviations,
they may fully copy other companies’ original
explanations. In other words, departures will
have identical characteristics even if they do
not match the company’s own circumstances.
All three reasons for such explanations can be
estimated as companies’ patterned act which
lead to poor quality explanations.

As a consequence of a failure to provide
substantive reasons for deviations fromthe Code,
companies may have inappropriate corporate
performance. Existing literature does not
provide particular instances of companies such
performance which makes it nearly impossible
to examine. Nonetheless, example of Morrison
Company can highlight the importance of
providing valuable explanations for non-
compliance which are directly connected to the
companies’ successful performance. According
to Arcot, Bruno and Faure-Grimaud [3]
Morisons Company mostly was not compliant
with the code recommendations and provided
explanations for non-compliance claimed to be
of poor quality. Shareholders were not genuinely
concerned by this fact as long as performance
of the company was satisfactory. In 2004 it
announced profit warning for the first time in
a hundred years of operation and disclosed
inability to estimate its financial position for
the next year. Ultimately, in 2005 Morisons
lost 30% of its market value. Arcot, Bruno and
Faure-Grimaud [3] emphasise that poor quality
explanations usually become noticeable after a
period of company’s inappropriate performance.
Despite the absence of actual examples in
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the literature, many companies have similar
features with the example of Morisons.

It seems that growing tendency of an
inferior quality of explanations and poor
management requires several decisive actions,
aimed to improve a proper functioning of
the «comply or explain» principle. The UK
authors highlight the possibility of creating a
separate independent organisation responsible
for examining the quality of explanations. This
organisation might improve such explanations
which can have a positive effect on companies’
corporate governance and improve the «comply
or explain» principle.

According to Keay [2], the UK does not
have an independent regulatory entity. It has
been suggested that such body could have
better likelihoods of detection of a poor quality
explanations than investors have. In order to
create this independent monitoring body, Britain
could adopt some of the best international
practices. Keay [2], determines three European
countries, which have an empowered monitoring
body. First, in Spain a relevant institute is
authorised to verify the fact that companies
provided satisfactory information explaining
the reasons for the departures. Furthermore, the
institute publishes its findings on explanations
for shareholders judgement. These publications
can be used as a basis for the best practices.
Second, the regulatory authority in Slovenia
correspond to the code recommendations
and if so, checks whether such deviations
are accurate and adequate. Dutch experience
slightly deviates from previously mentioned
countries. There is no a separate regulatory
body in the Netherlands. Alternatively, there
i1s a community with the assigned function to
ensure that its Corporate Governance Code
meets actual and practical requirements.
Additionally, the European Commission in its
Green Paper* suggested that an independent
monitoring body can sophisticate the corporate
governance practice. Presumably, separate
regulatory authority might better detect poor
quality of non-compliance.

Conceivably, an implementation of these
practices in the UK can be an effective way
to enhance the practical use of the «comply or
explain» concept. The increase in the number of
meaningful and valid explanations by creating
an external body might prevent the risk of
failure in a company’s equity and develop the
«comply or explainy principle’s mechanism.

However, this postulated solution of
delegating monitoring functions to an external
body might not successfully operate in the UK.
Keay [2] stresses that there is no assurance
or warranty that the regulatory authority will
cultivate the «comply or explain» approach in
terms of improving quality of explanations or
ameliorating corporate performance. On the
contrary, there is an abundant evidence showing
the failure of these regulatory entities operation
in Europe. In Spain, for instance, authority of
the regulatory body was abrogated in 2006
due to problematic issues with delegating
regulatory roles [2]. Clearly, at this point,
introducing this type of regulatory body may
create grounds for conflict of interests between
different organizations willing to undertake this
role. It appears that there is a certain difficulty
in choosing the right regulatory authority, to
whom delegate monitoring authority. It can
be either private or government body. Most
surprisingly, Spanish regulatory entity did
not actually examine a single companies’
explanation for departures during its authority
period.

In response to suggestions of the European
Commission’s Green Paper, the FRC opposed
the necessity to have regulator, because it
is shareholders’ responsibility to evaluate
whether explanations are acceptable or not [2].
Inconvenience of those suggestions has been
highlighted with the fact that regulators may
encroach on investors’ rights to examine non-
compliances which is contrary to the «comply
or explainy principle. It seems that international
practices cannot improve practical mechanisms
of the principle without disregarding its major
doctrine throughout establishing an external
body. Therefore, it may be difficult to adopt
these experiences from other countries in which
they do not properly operate.

A compliance-based approach can be
particularly important for the emerging market
of Kazakhstan where the organizational
structure, ownership and control of companies,
which are considered to be at its emerging
and complex development. In an attempt to
cope with these matters Kazakhstan has only
developed the draft of the National Code of
Corporate Governance and it is uncertain
whether it will be adopted.

Moreover, considering that in Kazakhstan
corporate sector has either government or
private owned companies, it requires careful

* Work/Publications/Corporate-Governance/FRC-response-fo-the-Green-Paper-on-the-EU- The European Commission (2011).
Green paper The EU corporate governance framework http://ec.curopa.eu/internal_market/company/docs/modern/com2011-

164_en.pdftpagc=2 (24.04.2022).
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consideration and evaluation prior to an
implementation of an internal body that will
supervise companies compliance with corporate
code. Another sensitive issue is whether
such body should be an independent or state
controlled. These matters might have various
effects to the implementation of «comply or
explain» principle into Kazakhstan’s corporate
practice and development.

Thus, as international practice shows,
first, the adoption of an appropriate corporate
governance code based on «comply or explain»
principle can enhance sustainable corporate
development in Kazakhstan. Second, carefully
considered pros and cons of the implementation
of the «comply or explain» concept into the
Kazakhstan’s corporate traditions. Finally,
Kazakhstan need «careful and balanced
introduction of an entity that monitor companies,
either private o government owned, compliance
or explanations with corporate code.

Conclusion

In conclusion, this paper has focused on the
growing trend of increased uninformative ex-
planations provided by private companies for
non-compliance to the UK’s Corporate Gover-
nance Code provisions towards the «comply or
explain» principle. An identified negligence of
private companies to this principle can have a
detrimental effect on the quality of explanations
and corporate governance performance. Look-
ing towards implementation of international
experience, namely, creation of sovereign au-
thority, it has been concluded that this practice

cannot be adopted in the UK due to its practical
limitations and flowed mechanisms.

It can be concluded that there is an undoubt-
ed necessity in carrying out more research,
which will contribute to development of sound
solutions for the practical usage of the «comply
or explain» principle along with retaining its
originality. Particularly, academics in cooper-
ation with the experts of the FRC should give
a clear definition of «explanation quality». Ex-
panding some of the literature results in terms
of real examples of companies’ corporate gov-
ernance failure due to provided poor quality ex-
planations would constitute to the understand-
ing the nature of the issue and generate better
solutions.

In relation to Kazakhstan, adoption of na-
tional corporate code based on UK’s corporate
governance approach, particularly on «comply
or explainy» principle will be a major achieve-
ment at the national level, contributing to the
further development of the regulatory environ-
ment, improvement of the quality of corporate
governance and increase the investment attrac-
tiveness of domestic private and government
owned companies.

Additionally, as existing international prac-
tice shows, allocation of special monitoring
body should carefully consider domestic char-
acteristics of a corporate sector. Therefore,
more research should be carried out in these
matters with deep internal market evaluation
prior to allocation of such entity.
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