
DIFFERENCES FROM BACHOCO GOVERNANCE PRACTICES TO NYSE LISTING 
STANDARDS 

 
 

Pursuant to Rule 303A.11 of the Section 303A of the Corporate Governenace Standards 
of the New York Stock Exchange Industrias Bachoco S.A. de C.V. is required to disclose 
any significant ways in which our corporate governance practices differ from those 
required to be followed by domestic companies under NYSE listing standards.  In the chart 
below we summarized these significant differences. 

 

NYSE Corporate Governance Rules for 
Domestic Issuers 

Our Corporate Governance Practices 

Director Independence.  Majority of board of 
directors must be independent.  “Controlled 
companies,” which would include our company if 
it were a U.S. issuer, are exempt from this 
requirement.   

Pursuant to the Mexican Securities Market 
Law and our bylaws, our stockholders are 
required to appoint a board of directors of 
between five and 20 members, 25% of whom 
must be independent.  Our board of directors is 
not required to make a determination as to the 
independence of our directors. 

A director is not independent if such director is: Under Article 14 Bis of the Mexican Securities 
Market Law, a director is not independent if 
such director is:  

(i) a person who the board determines has a 
material direct or indirect relationship with the 
company, its parent or a consolidated 
subsidiary; 

(i) an employee or officer of the company 
(one-year cooling off period); 

(ii) an employee, or an immediate family 
member of an executive officer, of the 
company, its parent or a consolidated 
subsidiary, other than employment as interim 
chairman or CEO; 

 

(ii) a stockholder that, without being an 
employee or officer of the company, has 
influence or authority over the company’s 
officers;  

(iii) a person who receives, or whose 
immediate family member receives, more than 
$100,000 per year in direct compensation from 
the company, its parent or a consolidated 
subsidiary, other than director and committee 
fees or deferred compensation for prior 
services only (and other than compensation for 
service as interim chairman or CEO or 
received by an immediate family member for 
service as a non-executive employee); 

(iii) a consultant, or partner or employee of a 
consultant, to the company or its affiliates, 
where the income from the company 
represents 10% or more of the overall 
income of such consultant;  

(iv) a person who is affiliated with or 
employed, or whose immediate family member 
is affiliated with or employed in a professional 

(iv) an important client, supplier, debtor or 
creditor (or a partner, director or employee 
thereof).  A client and supplier is considered 
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capacity, by a present or former internal or 
external auditor of the company, its parent or a 
consolidated subsidiary; 

important where its sales to or purchases 
from the company represent more than 10% 
of the client’s or supplier’s total sales or 
purchases.  A debtor or creditor is considered 
important whenever its sales to or purchases 
from to the company represent more than 
15% of the debtor’s or creditor’s total sales 
or purchases; 

(v) an executive officer, or an immediate 
family member of an executive officer, of 
another company whose compensation 
committee’s membership includes an executive 
officer of the listed company, its parent or a 
consolidated subsidiary; or 

(v) an employee of a non-profit entity that 
receives contributions from the company that 
represent more than 15% of the total 
contributions received;  

(vi) an executive officer or employee of a 
company, or an immediate family member of 
an executive officer of a company, that makes 
payments to, or receives payments from, the 
listed company, its parent or a consolidated 
subsidiary for property or services in an 
amount which, in any single fiscal year, 
exceeds the greater of $1 million or 2% of such 
other company’s consolidated gross revenues 
(charities are not included, but any such 
payments must be disclosed in the company’s 
proxy (or, if no proxy is prepared, its Form 10-
K / Annual Report)). 

(vi) a CEO or other high ranking officer of 
another company in which the issuer’s CEO 
or other high ranking officer is a member of 
the board of directors; or 

(vii) “Immediate family member” includes a 
person’s spouse, parents, children, siblings, 
mothers and fathers-in-law, sons and 
daughters-in-law and anyone (other than 
domestic employees) who shares the person’s 
home.  Individuals who are no longer 
immediate family members due to legal 
separation, divorce or death (or incapacity) are 
excluded.  §303A.02(b) 

(vii) a “family member” related to any of the 
persons mentioned above in (i) through (vi).  
“Family member” includes a person’s 
spouse, concubine or other relative of up to 
three degrees of consanguinity and affinity, 
in the case of (i) and (ii) above, and a spouse, 
concubine or other relative of up to one 
degree of consanguinity or affinity in the 
case of (iii) through (vi) above.   

Executive Sessions.  Non-management directors 
must meet regularly in executive sessions without 
management.  Independent directors should meet 
alone in an executive session at least once a year.  
§303A.03 

There is no similar requirement under our 
bylaws or applicable Mexican law.   
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Audit committee.  Audit committee satisfying 
the independence and other requirements of Rule 
10A-3 under the Exchange Act and the more 
stringent requirements under the NYSE standards 
is required.  §§303A.06, 303A.07 

The members of our audit committee are 
independent as independence is defined by 
Rule 10A-3.   

 Our audit committee complies with the 
requirements of the Mexican Securities Market 
Law and has the following attributes: 

 • We have a four-member audit 
committee, which is composed of 
one proprietary director and three 
proprietary independent directors. 

• The president of the audit 
committee and two members are 
independent.  Under the Mexican 
Securities Market Law, the 
president and the majority of the 
members of the audit committee 
must be independent. 

 • Our audit committee operates 
pursuant to a written charter 
adopted by our board of directors.  
For a detailed description of the 
duties of our audit committee, see 
Item 6 of our annual report on 
Form 20-F. 

 • Pursuant to our bylaws and 
Mexican law, our audit committee 
submits an annual report regarding 
its activities to our board of 
directors. 

Nominating/corporate governance committee.  
Nominating/corporate governance committee of 
independent directors is required.   The 
committee must have a charter specifying the 
purpose, duties and evaluation procedures of the 
committee.  “Controlled companies,” which 
would include our company if it were a U.S. 
issuer, are exempt from these requirements.  
§303A.04  

We are not required to have a 
nominating/corporate governance committee, 
and it is not expressly recommended by the 
Mexican Code of Best Corporate Practices.   

Compensation committee.  Compensation 
committee of independent directors is required, 
which must approve executive officer 
compensation.  The committee must have a 

We are not required to have a compensation 
committee.  As recommended by the Mexican 
Code of Best Corporate Practices, we have an 
evaluation mechanism for assisting the board 
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charter specifying the purpose, duties and 
evaluation procedures of the committee.  
“Controlled companies,” which would include 
our company if it were a U.S. issuer, are exempt 
from this requirement.  §303A.05 

of directors in approving executive officer 
compensation. 

Equity compensation plans.  Equity 
compensation plans require stockholder approval, 
subject to limited exemptions.  §303A.08 

Stockholder approval is not expressly required 
under Mexican law or our bylaws for the 
adoption and amendment of an equity-
compensation plan.  However, regulations of 
the Mexican Banking and Securities 
Commission require stockholder approval 
under certain circumstances.  We currently do 
not have any equity-compensation plans in 
place. 

Code of Ethics.  Corporate governance 
guidelines and a code of business conduct and 
ethics is required, with disclosure of any waiver 
for directors or executive officers.  §303A.10 

We have adopted a code of ethics, which has 
been accepted by to our chief executive officer, 
chief financial officer, controller and persons 
performing similar functions, as well as to 
other officers and employees.  We are required 
by Item 16B of Form 20-F to disclose any 
waivers granted to our chief executive officer, 
chief financial officer, principal accounting 
officer and persons performing similar 
functions.  We have no such waivers in place. 

 

 

 

 

 

 

 

 


