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Abstract. This study investigates the impact of scientific and technological
advances and adaptation of artificial intelligence on corporate governance
practices. It applies or can be applied in three dimensions - business,
technology, and society. Therefore, to assess the necessity, feasibility,
effectiveness, and responsibility of decision-making automation at the
Board of Directors (supervisory body of a legal entity) to ensure effective
corporate governance, it is necessary to consider all normative regulators in
the field of corporate law. Based on an assessment of the potential and
limitations of human and machine learning for effective decision-making at
the level of the collegial governance body, the Board of Directors, the paper
proposes five Al-based governance scenarios, i.e., supportive, augmented,
enhanced, autonomous, and autopoietic, that can shape the governance of
organizations today, tomorrow, and in the future. It is important to
understand the implications of such Al-enabled governance in the areas
where the Board is empowered to make certain corporate decisions.

1 Introduction

Although artificial intelligence (Al) is now the focus of many business leaders [1], it is
not a new term - it was originally introduced in the 1950s [2]. However, its importance for
corporate governance has long been ignored, as in an article by Peter Drucker [3]: "The
computer does not make decisions, it only executes commands".

Currently, Al is widely considered a "general purpose technology" [4], and many even
view it as a "general solution technology", that is, a solution to any managerial, commercial,
or even social problem. In the current state, there is still less attention on the impact of Al on
the corporation's vision and management [5]. In this study, we will attempt to analyze the
possibilities of using Al in corporate governance practices.

Corporate governance is "the system by which companies are managed and controlled"
[6]. The system can be defined as a set of "ownership objects, Boards of Directors activities,
incentives, corporate law, and other mechanisms" [7]. Nielson N. J. defines Al as "the activity
aimed at creating intelligent machines, and intelligence is the quality that allows an
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organization to function properly and visionarily in its environment" [8]. In this regard, our
study will focus on the influence of Al on decision-making by the supervisory board, the
Board of Directors (BOD), whose activities are related to the control and management of the
corporation.

Given the multifaceted nature of corporate governance, we propose an integrated
approach that integrates business, i.e., identifying areas of the desirability of applying
technology, namely, those areas where corporate decisions need not be analyzed as much or
where the Board members need only have a clear understanding of the need, such as when a
transaction is based on accounting data or financial analysis.

2 Study methodology

General scientific methods of legal phenomena knowledge served as a methodological basis
of this work: synthesis, the method of analogy, formal logic and others, and private-scientific
methods of research category of artificial intelligence in business, professional and corporate
activities. A special place in this study is occupied by the comparative legal method, which
proposes implementing Al technologies in Russian corporate practice when making certain
types of corporate decisions by the Board of Directors. The integrated approach allowed the
formulation of classifications of corporate solutions, which will probably become one of the
main criteria for deciding on the effective application of Al in corporate management.

3 Results of the study

Business Perspectives on the Application of Al in Board Decision-Making. To better
understand the potential contribution of Al to the Board decision-making, we need to
elaborate the "structure" of this process [9]. To this end, we will first identify the key
functions and typical decisions that, in our view, are most frequently taken by Boards of
Directors as collegial governance bodies. Also, it seems important to consider the highest
probability and predictability of corporate decisions made by the Board of Directors when
using Al

Classification of decisions of the Board of Directors in foreign jurisdictions. Although
national laws of foreign countries differ in terms of the scope of competence and
responsibilities assigned to directors, some foreign authors [10] highlight three key roles of
Boards of Directors in all jurisdictions: oversight and control functions, joint corporate
decision-making (governance) and supervision over execution of such decisions, thus
extending the traditional dualistic perspective of governance and control as classical
competences of a collegial management body

Joint corporate decision-making (governance). The Board of Directors is responsible for
strategic guidance, developing corporate strategy and the top management of the corporation,
and ensuring proper implementation of the strategy by setting goals.

Oversight and control functions. Another key responsibility of the Board is to monitor
and ensure full compliance with corporate law, Corporate Governance Codes, accounting
requirements, and statutory rules of the Company, particularly concerning the Company's
finances and risk management. In addition, compliance by shareholders (participants) of
business companies and other internal documents (corporate acts) is important.

Overseeing the implementation of corporate decisions. The Board of Directors is also
responsible for appointing and overseeing decisions to ensure effective governance.

As we focus on the impact of Al on Board decision-making, we need to identify the key
types of decisions that Boards typically deal with (there are other non-standard tasks such as
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crisis management or decisions to approve extraordinary transactions, but these will not be
addressed in this study as they are subject to specific rules under corporate law).

Joint corporate decision-making (governance). We see the necessity to propose to
systematize such decisions as follows, analyzing most of the decisions made by the Board of
Directors within the designated purpose and competencies provided for in the Charter: (a)
decision on innovation; (b) decision on cooperation; (c) optimization decision; (d) decision
on business restructuring; (e) decision on diversification/concentration; (f) decision on
internationalization.

Within the framework of the oversight and control functions that are reflected in the
decisions of the Board of Directors, the following classification can be considered: (a)
decision on target achievements; (b) decision on compliance with accounting standards; (c)
decision on compliance with legislation; (d) decision on compliance with ethical standards.

Finally, when performing the function of supervising the execution of corporate
decisions, such decisions can be systematized as follows: (a) decision on executive
appointments; (b) decision on executive development; (c) decision on executive
compensation; (d) decision on board composition.

To determine which types of decisions benefit most from Al, it is important to be aware
of the inherent trait of decision making. Making a decision is always a conscious choice
between two or more options. Voting must always be a choice between a positive or negative
decision, which can be seen as a technical function entrusted to members of the Board of
Directors and an inherent part of their direct responsibilities. The choice always depends on
the criteria chosen. A reasoned decision usually follows the same pattern as described in the
guidelines [11] (in Russia, this is the Corporate Governance Code - added by the author).
Such rules (policies) distinguish between three stages (levels) that usually guide Board
members in making corporate decisions: conceptualization, information, and forecasting.

We believe that to appreciate the necessity and importance of using Al technology in
decision-making by the collegial management body of a corporation, there is a need to change
or confirm the course of action and make a decision. This requires a certain ability to
understand the context of the document. Therefore, both legally and technically, it is
important to approach the wording of such a document correctly.

Conceptualizing the decision is key to ensuring that all parties involved agree and clearly
understand the outcomes that the Board's decision will achieve. However, no corporate
decision can be made without properly informing the Board of Directors of the legal
implications and the role of the adopted document for the corporation as a whole.

It is necessary to clearly identify the decision options that can be adopted based on the
results of a meeting of the collegial management body, assessing the need to use Al
technology in corporate decision-making by the Board of Directors. These options should be
clearly articulated in light of applicable corporate law and should not be subject to multiple
interpretations.

Probability of predictability of decision-making by the Board of Directors. To assess
whether it is desirable to use Al in corporate decisions, we propose to apply the etymology
of different types of decisions according to a suggestion made by a foreign researcher back
in 1992 (it should be emphasized that corporate laws in Russia have been adopted only since
1995 - added by the author) [12]. The scholar proposes four types of decisions depending on
the degree of certainty and agreement of the members of the collegial body:

Common decisions: Some decisions are considered fairly straightforward because the
outcome is obvious, and all decision-makers are in full agreement with them.

Complex solutions (first level). They can include such substantive solutions, the result of
which depends on several optional elements (events or actions), the occurrence or non-
occurrence of which will give the corporation the result on which it counted (for example,
when using the options structure in a business transaction, i.e., the occurrence of the event
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conditional - added by the author). Therefore, when discussing such a decision, different
assumptions and statements may be made by members of the Board of Directors, which may
affect the overall outcome of the meeting's agenda.

Complex solutions (second type). Decisions of this type are made in a context that is
either completely uncertain or leads to significant disagreement.

Chaotic solutions. These are decisions made in a volatile environment (for example, in an
economic crisis to which many countries, including Russia, are subject - added author). Thus,
when such decisions are debated, the outcome may not be predictable at all.

How can this logic be applied to decision-making using Al technology at the Board level?
This is the question that forms the basis of this study.

Corporate Governance in Russia. Corporate governance in Russia is defined in both
doctrine and legislation. Shitkina I.S. believes that "corporate governance is a set of ways of
influence or a process by which the activities of corporations are organized. The Board of
Directors (Supervisory Board) is a collegial management body of a business company,
performing the general management of its activities, elected at the general meeting of
shareholders (participants) [13]. At the same time, the existing Corporate Governance Code,
which defines the principles of corporate governance, provides the procedure and conditions
for applying such principles [14]. In Russian law, the influence of corporate governance
principles on the activities of business entities is powerful. Since the mentioned Code
considers the Russian realities and has a more applied nature than the earlier Corporate
Governance Code (2002) [15]. In addition, the Code is focused on PJSCs, JSCs, and, to some
extent, LLCs. Regarding the application of the Code to the activities of the Board of
Directors, the text focuses on building its effective work (defining the approaches to
reasonable and bona fide performance of duties by members of the Board of Directors,
defining its functions, organization of its work and committee). The Code also clarifies the
requirements for directors, including independent directors.

The competence of the Board of Directors is the control over the activities of the executive
bodies of the Corporation and performance of other functions, which are assigned to it by the
Charter or the law (Clause 4 of Article 65.3 of the Civil Code of the Russian Federation) [16].
It should be noted that the legislation does not contain a universal list of powers vested in the
Board of Directors. For example, Article 65 of the Federal Law "On Joint Stock Companies"
[17] defines the competence of the Board of Directors. However, it should be remembered
that such a governing body is mandatory only for PJSCs. As for non-public business entities
(JSC and LLC), the formation of the Board of Directors is not mandatory. I.S. Shitkina
suggests the following classification of the Board of Director's competencies. We emphasize
that such classification is necessary when a company chooses to use Al technology in
decision-making, which, in our opinion, will simplify corporate governance procedures
without affecting the rights and legitimate interests of shareholders or LLC participants.

It should be noted that even today in the RF, there is a legal possibility to hold a general
meeting of shareholders using electronic ballots (Art. 58 of the Law on JSC) [18]. In our
opinion, the application of this norm in practice is positively characterized. Osipenko O.V.
believes [19] that when making a decision, for example, on the choice of members of the
Board of Directors and their personal selection, there may be a liability for error (in the case
when the ballot is filled out by a shareholder who is present in person at the meeting). If such
an "electronic bulletin" is filled out in advance, taking into account the specialist's
explanations, negative consequences for such shareholders are more likely not to occur. He
will not be held liable, including given the constituent elements provided for by the Code of
Administrative Offences of the Russian Federation.

We think that shortly, the legislator will consider the possibility, if indicated in the
Articles of Association of a business company, to apply new technologies, such as Al, when
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making "technical decisions" by the Board of Directors, taking into account its special
function in the system of management bodies of the Company.

4 Discussion of the results

I.S. Shitkina distinguishes: relative exclusive and additional exclusive competence of the
Board of Directors. The relative exclusive competence of the Board of Directors refers to
those issues that the JSC Law defines as the exclusive competence of the Board of Directors,
provided that it is referred to its competence by the charter of the company or, conversely,
the charter of the company does not otherwise establish it. The matters of relative competence
of the Board of Directors of a joint stock company include, for example, increase of the
charter capital of the company by placing additional shares within the limits of the declared
shares, placement by the company of bonds and other issue-grade securities, formation of the
executive body, early termination of its powers. In this connection, it can be said that Al
technologies can be applied to the "technical" powers of the Board of Directors, should such
a decision need to be taken. We are of the same opinion regarding the application of Al
technology, referring to the additional exclusive competence of the Board of Directors, which
consists of the issues, referred to the Board of Directors by the Charter of the Company, as
the legislation provides for such possibility (subpara. 18 p. 1 art. 65 of the JSC Law). The
Civil Code and the JSC Law give the shareholders themselves the right to extend the Board
of Directors' competence beyond the list contained in Article 65 (1) of the JSC Law. Issues
of additional competence are always the result of the joint-stock company's own discretion
[20].

It is necessary to separately identify the problem of classification of corporate acts of the
corporation. Since a number of them are adopted by the Board of Directors, as stipulated by
the corporate laws but, these decisions (corporate acts) should be systematized along with
others, which are adopted, for example, by the supreme governing body - the general meeting
of participants (shareholders).

As noted by I. S. Shitkina, "...in modern legal science essentially, there is no systemic
research of local normative activity of business entities [21] ... points of view of domestic
legal scholars often differ in the issues of determining the essence, place, and role of local
normative acts, their hierarchy in the structure of legal regulation" [22].

S.D. Mogilevsky notes that the formation of will and expression of the will of a legal
person always need some final registration, and as the final registration of this will the legal
act of a legal person acts [23] - "based on the law and other legal acts will or expression of
the will of a legal person, developed and drawn up in an established procedure in the form of
a special act of a legal person and aimed at establishing local legal rules or the occurrence,
change and termination of civil law relations, the formation of the will and expression of the
will of a legal person [25]. Leskova Y.G. concludes that "the above definition may well be
applicable to the legal acts of any legal entity, including corporations. However, from the
very name "corporate legal act," it should be assumed that its definition and characteristic
should contain the features peculiar to the legal act as a corporate one. The nature of a
corporate act seems to be similar to that of a legal act" [25].

5 Conclusions

Nowadays, big business entities (corporations) are increasingly trying to incorporate digital
technologies into their corporate practices. Due to the fact that the number of corporate
solutions consistently increases, branches or other structural units of the corporation are
opening more and more, increasing the scale of doing business, such business entities face
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the issue of its optimization. Therefore, recognizing the strategic value of information and
corporate data, Al technology itself becomes, in some cases, a valuable corporate asset of a
legal entity. Its role rises, and the value of the corporation's intangible assets also increases
significantly. Consequently, the management of these key assets is of strategic importance
and should be decided at the Board level. At the same time, data issues pose serious risks
and, increasingly, are shaping corporate culture and the relationship between companies and
society. At the same time, the Board needs to be aware that Al affects the business and the
Board itself, i.e., Al-enabled governance. This awareness is necessary for the Board to be
more data-driven. Since no single organization will be able to develop or use such algorithms
in isolation to realize their full potential, the collaboration between organizations in
ecosystems will be critical. This leads to some legal issues, such as liability for the algorithm,
i.e., if those who use or build it are liable for its outcome, i.c., whether a better algorithm can
lead to bad behavior. As the technological capabilities of organizations to influence human
thought will be broader and more difficult to control, their regulation will be highly
controversial but also influential. At the same time, organizations are likely to become self-
organizing systems in the literal sense of the word; that is, they will operate without any
human intervention. While the business appetite for Al is clear and the technological
advances are evident, in the end, the social dialogue will be critical. In this regard, companies
will have to prove that they are aware of their responsibility regarding Al to gain public trust.
At the same time, Al will profoundly impact corporate governance by enabling a range of
new governance mechanisms and systems. The result could be a refined concept of limited
liability companies and the capital market.
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