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Annotation. This article provides a justification for the relevance and necessity
of forming corporate reporting at enterprises with state participation, reveals its
structure, content and features, analyzes foreign experience in compiling corporate
governance reports, and based on this, offers proposals for the implementation of a
reporting system on corporate governance practices in business entities with state
participation in Uzbekistan.
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Introduction

Due to the globalization of the world economy, there is an objective need to
increase the requirements for reporting indicators provided by business entities,
including those with state participation. The world community has realized the
urgency of meeting the needs of groups of stakeholders for comprehensive
information about the activities of business entities, which is disclosed not only in
financial indicators, but also non-financial ones, including information on corporate
governance practices.

The Republic of Uzbekistan faces the task of ensuring the full transition of
enterprises with state participation to market conditions, the full implementation of

modern corporate governance methods in their activities [2]. One of these methods is
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the formation and disclosure of corporate reports in enterprises with state

participation.

In this regard, based on the results of the analysis of international experience
and trends in the introduction of reporting on corporate governance practices, this
article provides recommendations for the preparation of a report on corporate
governance practices in business entities with state participation in Uzbekistan.

Methods

The research was carried out by the method of comparative and comparative
analysis of the practice of forming corporate reporting in enterprises with state
participation.

The main part

Over the past few decades, senior management, shareholders and other
stakeholders of major corporations around the world have often identified conflicts of
interest. These conflicts have required corporate governance reporting, which
provides structures to ensure that stakeholders are committed to good corporate
governance and compliance with all applicable laws and regulations.

For the first time, the media and the public showed a purposeful interest in
corporate governance practices after the high-profile collapses of large corporations
in 2001 and 2002 [4] around the world (mainly in the USA, Great Britain,
Switzerland, Australia, Canada). Nevertheless, interest in improving the corporate
governance practice report peaked after the 2008 financial crisis.

Corporate Governance Practice Report — informing about the company's
standards, policies and practices of corporate governance and providing a reliable
overview of the company's business model and activities, structure, activities and
results of operations [5].

This report usually includes information on corporate governance procedures,
compliance with regulatory requirements, the activities of the company and the board
of Directors, the composition of the board of directors and how effectively the
company adheres to good governance practices.

The Corporate Governance Practice Report aims to provide shareholders with
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information about how the corporation conducts business, in particular about the

model, structure, activities and results of the corporation’s activities.

In most large corporations, the corporate governance and compliance report is
managed by the Chief Compliance Officer (CCO) [6]. The Compliance Director is
responsible for setting corporate-wide standards and implementing procedures to
ensure that the company's corporate governance and compliance programs can
effectively identify, prevent, detect and correct problems of non-compliance with
applicable laws, regulations, industry standards or company policies.

Compliance staff and the corporate secretary can hire or consult with experts in
the field to compile a specific report, and often collect data across the organization
through surveys and questionnaires.

In small companies that do not have a compliance director, responsibility for
the report may fall on an employee of the legal department or another qualified
employee. When choosing the head of the compliance report management team, it is
best to find someone with experience in the specific business activities being audited
and regulations related to the compliance initiative. It is also important to note that
this manager may need to be temporarily relieved of his normal duties, as the
compliance report may require additional time and effort.

The details of the compliance and corporate governance report may also relate
to individual departments whose work with new regulations affects their business
relationships or future plans. Finally, the company can use the lessons learned from
the compliance report to explain to a wider range of employees the importance and
necessity of following standard procedures and policies.

As annual reports continue to be the single most reliable source of information
about the company's performance, the quality of corporate reporting remains a key
indicator of the board's commitment to transparency and its sense of accountability to
stakeholders.

Leading foreign companies have accumulated significant experience in
disclosing information about their activities and, in particular, about the practice of

their corporate governance in annual reports [7-13]. This experience is based on
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compliance with both the requirements of national legislation and the

recommendations of best practices, which are increasingly becoming international in
nature.

The results of the analysis of the legislation adopted in our country have shown
that reporting on corporate governance practices in joint-stock companies is not
provided. For example, in the law "On Joint Stock Companies and Protection of
Shareholders' Rights" [1], article 105 provides that "the company is obliged to keep
accounting records and provide financial statements in accordance with the procedure
established by law", that is, it is obliged to submit only statements reflecting financial
activities.

The Corporate Governance Code [3], adopted in our republic, also does not
provide for the formation of joint-stock companies reporting on corporate governance
practices.

As shown by the analysis of the official websites of enterprises with state
participation [14-17], in most cases companies provide financial statements, an audit
report, a development strategy, etc. Based on this, it can be concluded that in our
republic one of the most important areas is the preparation and presentation of
corporate governance reports in compliance with the principles of corporate
governance. To do this, it is necessary to form a form for this type of reporting, since
the structure of the annual report is extremely important for both electronic and
printed versions.

Based on the study of foreign experience, we have compiled the following
structure of the corporate governance practice report, which can be applied in joint-
stock companies with state participation (Table).

With regard to the realities of the Republic of Uzbekistan, it seems that the
transition of reporting on corporate governance practices should be considered as a
strategic medium-term perspective, since most organizations currently do not yet
compile this type of reporting. It seems that the transition to meaningful and
understandable reporting on corporate governance practices for most national

companies may take 2-3 years.
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Table.

The proposed structure and content of the report on the practice of corporate
governance in business entities with state participation

Ne Structure The main content
1. | Information on | Information is provided on the company's compliance with the principles of
compliance  with  the | corporate governance (in case of non-compliance with some principles, an
Corporate  Governance | explanation of such non-compliance is given). It is also possible to present the
Code results of the assessment of the corporate governance system. The structure of
corporate governance is also given.
2. | The Supervisory Board, | Information is provided on the members of the Supervisory Board of the
its composition and role | company, their participation at the general meeting of shareholders, as well as
activities within their powers.

3. | Evaluation of the | Information is provided on the organization of the evaluation of the effectiveness

effectiveness  of  the | of the supervisory Board, their results and decisions on these results.
Supervisory Board
4. | Committees of the | Information is provided on the establishment and activities of the committees of
Supervisory Board the Supervisory Board, based on the tasks and functions assigned to these
committees.

5. | The Executive Body Information is provided on the members and activities of the Executive Body,
within the framework of the powers assigned to this body.

6. | External audit Information is provided on the organization and conduct of an external audit and
the results of this audit.

7. | Internal control and | Information is provided on the organization and conduct of internal control and

internal audit internal audit, as well as the results of these activities.

8. | Risk management system | Information is provided on participants in the risk management process,
improvement taking into account changing external factors and the development
of best international practices, awareness of shareholders about events held in the
company.

9. | Relations with | Information is provided on the holding of the general meeting of shareholders,

shareholders issues on the agenda, as well as extraordinary meetings.

10. | Disclosure of | Information is provided on the implementation of information policy,

information transparency of the shareholder structure, availability of information on the
composition, remuneration of corporate governance bodies, transactions, and
information disclosure channels.

11. | Dividend policy Information is provided on the implementation of the dividend policy, the accrual
of dividends, the amount of dividends paid, and the sources of dividend payment.

12. | Succession planning of | Information is provided on the development of regulatory documents on

management bodies succession planning of management bodies, as well as the progress of work in this
area.

13. | Business planning Information is provided on the current results of doing business, the results of the
implementation of the business plan.

14. | Prospects for further | Information is provided on the development strategy for the medium and long

activities term, as well as forecast parameters for the implementation of this strategy.

This process should begin with the formation of an appropriate regulatory
framework. In particular, in order to widely implement the report on corporate
governance practices in business entities of Uzbekistan, it is necessary to introduce
norms into the current legislation that would regulate this process.

Conclusion

In order to introduce reporting on corporate governance practices in
Uzbekistan in business entities with state participation, legal support, amendments
and additions to existing regulatory legal acts are required. When forming reports on

corporate governance practices, business entities can use the structure and content of
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reporting on corporate governance practices proposed by us as a basis. This will

make it easier for them to work on the formation of such reports and reduce the time
for its preparation.

Thus, today it seems urgent to study the foreign experience of including
corporate governance practices in reporting, since this reporting is not conducted in
business entities of the Republic of Uzbekistan (separate elements of this reporting
are provided - the results of an assessment of the corporate governance system).

Suggestions

Based on the above analysis, the following suggestions can be given:

1. It is advisable to add the following paragraph to paragraph 12 of the
Corporate Governance Code: “publish on the website a report on corporate
governance practices, including information on compliance with the Corporate
Governance Code, the activities of the Supervisory Board and its committees, as well
as evaluating their effectiveness, the activities of the executive body, conducting
external and internal audits and controls, risk management, relations with
shareholders, disclosure of information, dividend policy, succession planning of
management bodies, business and strategic planning."

2. The Agency for State Asset Management should develop and approve
methodological recommendations for the preparation of a report on corporate
governance in business entities with state participation in Uzbekistan. When forming
these recommendations, we can take as a basis the structure and content of the report
on corporate governance practices proposed by us.
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