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Current Economic Environment — Creati

Economic indicators 2006-07
GDP 9.4%
FDI (Rs. Crores) 70,630
Forex reserve (USD billion) 199
External Debt (USD billion) 155
Wholesale Price Index 5.7% (P)
Prime Lending Rate 12.4% (P)

(P) - Provisional




Transparency-Key Drivers

A Indian companies going global- TATA- Corus, Suz
and Ranbaxy-Terapia

A Global companies especially leveraging outsourci
N Entry of global players in Indian markets through
A Huge Private Equity, Venture Capitalist investme

A Huge demand for infrastructure propels the growt




Disclosure norms and how to improve

N Current disclosure norms — where do we stan
A What do the global investors expect?

A Steps to improve transparency in India




Disclosure norms and how to improve

Current disclosure norms — where do we stand?

A Disclosures required in the Annual Report
A Disclosures required to be posted on the comp

A Disclosures required to be made to the Stock E




Disclosures required in the Annual

Disclosures relating to accounts

Particulars

Disclosure related to financial statements
Business related information

Reporting information on key employees
Relationship with directors

Reporting on remarks/ qualifications of Auditor

Disclosure relating to audit committee

Composition of audit committee




Disclosures required in the Annual

Disclosures relating to clause 49 of the listing agre

Particulars

Compliance with accounting standards

Directors transaction with company

Directors remuneration

Criteria for payment to non-executive directors
Director’s holding

Compliance to code of conduct

Management discussion and analysis

Reporting on compliance with Clause 49 requirements

Certification of compliance




Disclosures required to be posted on t

Particulars

Code of conduct
Criteria for payment to Non-executive directors

Quarterly results

Disclosures to be made to the stock ex

Particulars

Quarterly results

Quarterly compliance report on Clause 49




What do global investors expect

Transparency is prioritized as the most important factor when making an initial
Investment in a company

Transparency of company

Transparency = information Longterm tack ecord
Business model
Characteristics of markets
Overall management approach
Transparency = attitude Track record of executive directors
Company's exposure to risk

Customer base/repeat business
Company's approach to risk management
Directors' stake

Quality of non-executive directors
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%of respondents (137)



What do global investors expect

Quantity # Quality

....Investors need better infor 1¥iales!




What do global investors expect

Fewer negative surprises

Greater financial sahifty

Creater certanty ofprfiabity

Lower investment sk

Betterong-dem shareprice performance
Creater confdence to reain/increase stake
Creater ranspatency

Lower share price volailty

Adds company valug

Better risk management = lesser surprises

T (/I
fhofrespondents (L37)




Steps to improve transparency in India

Improvement in the quality of information to shareh

How relevant is some of
the information that
goes to shareholders?



Steps to improve transparency in India

Improvement in the quality of independent directors

Change the Jee Huzoor
attitude




Steps to improve transparency in Indi:

Strengthen the implementation mechanism

Its not the introduction
of the law which
ensures transparency,

cw;n e implementation




Steps to improve transparency in India

Consequences for non compliance

No penal consequences
= no compliance




Steps to improve transparency in Inc

Need for implementation guidance

Successful
implementation of any

implementation
suidance




Impact on share prices

Investors apply a penalty when they consider ris

Have there been any instances you can recall wh

I
I
—
—

Not made investment because risk management insufficient

De-invested because risk management insufficient

Exerted a possible impact on risk management procedures

Pushed for changes in senior management because of risk
management failings

o
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% of respondents (137)




Impact on share prices

Large investors believe that good risk management is

Do you agree or disagree with a view that it is worth p
that can demonstrate a successful approach to risk ma

. Strongly agree (31%)
Agree somewhat (51%)
6% . Disagree somewhat (6%)

I strongly disagree (7%)

. Not specified {(5%)

51%




Control of MIS and disclosure for out
A Speed of reliable information is the need of i

N Good software support and a strong FSCP is t
reporting

N Information to be measured before it is share
A Reliable forecasting processes

N Generating consolidated information is the re



Impact on ratings

Does a good corporate governance have a positive

N Would never be the sole determinant of a ratin
enhancing effect

A Trend of Corporate Governance ratings and als
ratings




Training for better disclosure and tra
N Training is the need of current times due to 1

Companies are running the tight rope of dem
reducing quality of manpower

Focussed training on specific skills is a must

N
Lack of Training= Higher Risk = May
Governance




