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Today’s D iscussion

� An effec tive d isc losure reg im e and the areas requ iring
fu rther deve lopm ent in the Asian context

– O EC D Princ ip les , U S vs Asian issues, typ ica l
ob jections to m ore d isc losu re

� N on-financ ia l d isc losures re levan t to the governance of
en te rp rises

– G overnance and risk m anagem ent, va lue drive rs

� C oncerns re la ting to exte rna l aud iting

– Independence , standards, key aud it p rocesses
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O EC D D isc losure Princ ip les

� Annual, in terim , and m ateria l even ts d isc losure o f:

– F inancia l and opera ting resu lts

– C om pany ob jectives

– M ajor share ow nersh ip and voting righ ts

– D irecto rs and sen ior m anagem ent, and the ir rem uneration

– M ateria l fo reseeab le risk facto rs

– M ateria l issues regard ing o ther s takeho lders

– G overnance structu re and polic ies

� H igh qua lity standards for financia l and non-financ ia l d isc losure

� Annual externa l aud it under pro fessiona l standards

� Fa ir, tim e ly and cost-e ffective access by users
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U S vs Em erg ing M arket Issues

SEC C ha irm an ’s Earn ings
M anagem ent Agenda

– “B ig ba th ” restructu ring
charges

– C reative acqu is ition
accounting

– “C ook ie ja r” reserves

– Prem ature revenue
recogn ition

– Im m ateria l accounting
m isapp lica tions

R o le of Accounting D isc losure in
East Asia C ris is*

– R ela ted party lend ing and
borrow ing

– Fore ign currency debt

– D eriva tive financia l instrum ents

– Segm ent in form ation

– C ontingent liab ilities

– Banking industry

* U N Conference on Trade and D evelopm ent in 12/98
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Typ ical ob jections include ...

� D isclosure is seen as a com pliance task w here on ly the
m in im um is presen ted and then som ew hat grudg ing ly

� Fam ily orien ted bus inesses say corpora te governance
is h inder-som e to the ir ob jective o f m aking m oney

� Fear o f d isc los ing com petitive in fo rm ation as
com petito rs w ill use it

� The m arke t w ill a lw ays expect it and pun ish bad new s
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N on-financia l d isc losures ...

� Trad itiona l accounting is increas ing o f lim ited use fu lness
and does not a lw ays provide needed in fo rm ation

� N on-financ ia l d isc losures inc lude :

– S tra teg ies

– Board m em bers
and po lic ies

– C om pensa tion

– R isk m anagem ent
po lic ies

– C om pliance w ith
code of best p ractice

– Value drive rs such as:

� N ew product
deve lopm ent

� C ustom er re ten tion

� M arke t share and
grow th

� Product qua lity

� Em ployee sa tis fac tion
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C alPER S princip les prov ide a m arket focused
approach ...
� Accountab ility

– O pen and access ib le about cond ition of com pany and perform ance

of m anagem ent team

– D isc lose how key decis ions are m ade, inc lud ing those for execu tive

com pensa tion , s tra teg ic p lann ing , nom ina tion , appo in tm ent and

assessm ent o f d irectors

� Transparency

– R eport com pliance w ith code of best p ractice and exp la in reasons

for varia tions

� Long Term V is ion

– H ave a long-term stra teg ic v is ion w ith shareho lder va lue at the core

and executive com pensation a ligned to long term perform ance
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Investors ’ v iew of adequacy
of value driver in form ation
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Evidence good corporate governance
does lead to increase shareho lder
value

� C alPER S attribu tes
– U S$ 150 m illion in increased va lue
– from -66% to +52% aga inst S&P 500

� Business W eek survey
– Top 25 re tu rned 28% (50% bette r than S&P

average)
– Low est 25 re tu rned just 5%
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C oncerns re lating to external aud iting

� Independence

– Aud it com m ittees

– Pro fess iona l and firm eth ica l s tandards

� C om m on standards

– In te rna tiona l accounting standards

� Externa l aud it p rocesses

– R isk based aud iting

– Q uality assurance process

W ould the m arket pay for a zero aud it fa ilu re
standard?

W ould the m arket pay for a zero aud it fa ilu re
standard?
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Som e Final Thoughts

� G loba l cap ita l m arke ts w ill ins is t upon c lear, re levan t
financ ia l in fo rm ation

� C ap ita l has no m em ory, it w ill flow w here is sees
rew ard and understands the risks

� Vola tility is the inevitab le by-p roduct o f a g loba l, h igh ly
com petitive , fas t-paced m arke tp lace

Solu tions require the susta ined com m itm ent to
h igh standards , constant im provem ent and

adapta tion to ever changing business environm ent

So lu tions require the susta ined com m itm ent to
h igh standards , constant im provem ent and

adapta tion to ever changing business environm ent


