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ACGA

ACGA 15" Annual Conference

Asian Business Dialogue on Corporate Governance 2015:
“CG Rising in Southeast Asia: Building Bridges between Stakeholders”

Grand Hyatt, Kuala Lumpur, November 3-4, 2015
Conference Schedule

Tuesday, November 3: Conference, Day 1 (Full Day)
Plenaries, workshops, Gala Dinner

Wednesday, November 4: Conference, Day 2 (Half Day)
Opening plenary, workshops, lunch.

Programme

Day 1: Tuesday, November 3, 2015

Morning MC:
Mr. Douglas Henck, Chairman and CEO, Aegon Asia, Hong Kong; Chairman, ACGA

9am - 9.15am: Conference Opening

9.15am - 9.45am: Opening Keynote Speaker
Datuk Ranjit Singh, Chairman, Securities Commission, Malaysia

9.45am — 10.45am: Plenary Session - Asia Overview

ACGA’s overview of key developments in corporate governance around the region, with a
focus on corporate governance progress and challenges in Southeast Asia, followed by a
contribution from a noted regional expert.

Speakers
e Mr. Jamie Allen, Secretary General, ACGA
e Dr. Mak Yuen Teen, Associate Professor of Accounting, National University of
Singapore Business School

10.45am — 11.15am: Coffee Break

© ACGA Ltd, 2015 1 October 19, 2015




ACGA

11.15am - 12.15pm: Plenary Session — The ACGA Debate

“Is market quality a drag on company governance?”

A debate on whether the quality of a country’s financial regulatory environment sets a limit
on the governance level individual companies can achieve. Or, to put it another way, can
good companies achieve world-class standards of corporate governance in poorly regulated
markets? Do such markets produce as many investable companies as better markets?

Moderator
Mr. David Smith, Head of Corporate Governance, Aberdeen Asset Management Asia,
Singapore

Debaters
e Ms. Pru Bennett, Director - Head of Asia Pacific Corporate Governance and
Responsible Investment, BlackRock, Hong Kong
e Mr. Jenn-Hui Tan, Director of Corporate Finance, Fidelity Worldwide Investment,
Singapore

12.15pm: Afternoon Introduction
Mr. Anthony Muh, CEO Asia, H.R.L Morrison & Co Capital Management (Int), Hong Kong;
Vice Chairman, ACGA

12.15pm - 1.45pm: Networking Luncheon

2pm to 5.30pm: AFTERNOON WORKSHOPS
Three workshop streams will run concurrently before the coffee break at 3.30pm and two
afterwards.

Stream 1: Board Culture

2pm — 3.30pm: Asian Board Dynamics: What’s new on the agenda?

How do boards manage and encourage open discussion as well as harmony? How do they
marshal scarce resources, in particular the time of directors? Is it difficult to do an honest
board evaluation? Are there enough “board ready” women in senior management positions
in Asia? How well are companies preparing for dialogue with investors and other
stakeholders in today’s increasingly complex business environment?

Moderator
Ms. Diana David, Corporate Development Director, Asia-Pacific, Financial Times, Hong Kong

Speakers
e Ms. Jyoti Vij, Deputy Secretary General, Federation of Indian Chambers of Commerce
and Industry (FICCI), New Delhi
e Mr. Tony Silitonga, Board of Trustees Member, Indonesian Institute for Corporate
Directorship, Jakarta
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4pm - 5.30pm: The Dysfunctional Board

A facilitated workshop to help delegates ascertain if they sit on, manage or interact with a
dysfunctional board. What are the tell-tale signs? What constructive measures can directors,
especially non-executives and independents, undertake to improve board culture and
processes? What measures can support staff, such as company secretaries and investor
relations professionals, take to persuade owner-managers to run their boards better? What
can shareholders do?

Facilitator
Mr. Dan Konigsburg, Managing Director, Deloitte Global Center for Corporate Governance,
New York

Stream 2: Shareholder Strategies

2pm - 3.30pm: Investor Stewardship in Asia: A Progress Report

Over the past decade, asset owners (pension funds) and fund managers both from within
Asia and outside have stepped up their involvement in corporate governance in the region.
More recently, the concept of the “stewardship code” has taken root in certain Asian
markets, namely Japan and Malaysia, following its adoption in the UK and Netherlands.
What are the opportunities in Asia for stewardship and are portfolio managers repositioning
their investments in response to new information about CG risk? What lessons can be
learned from the experiences to date of leading Asian and foreign investors?

Moderator
Ms. Melissa Brown, Managing Director, Daobridge Capital, Hong Kong; Specialist Consultant,
ACGA

Speaker
e Mr. Yoshikazu Maeda, Head of Responsible Investment, Governance for Owners
Japan, Tokyo
e Mr. David Russell, Co-Head of Responsible Investment, USS Investment Management,
London

4pm —5.30pm: The Rules of Engagement

A facilitated workshop delving more deeply into the basic challenges involved in initiating
and managing an engagement strategy in Asia. What is the starting point for engagement
with companies? How can the content of dialogue with companies be structured to best
effect? To what extent are language and cultural factors an impediment? How does one
engage with state enterprises that are not their own masters? How does one engage with a
hierarchical family business that appears deaf to the concerns of minority shareholders?
When is collective engagement necessary and what are the most effective ways to approach
it? Should investors be devoting more time to communicating with regulators?
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The Rules of Engagement continued

Moderator
Mr. Steven Watson, Partner, Capital International Investors, Hong Kong; Council Member,
ACGA

Speakers
e Ms. Yoo-Kyung Park, Director, Sustainability & Governance Asia, APG Asset
Management Asia, Hong Kong
e Ms. Lya Rahman, General Manager, Corporate Services, Minority Shareholder
Watchdog Group, Kuala Lumpur

Stream 3: Sustainability / Strategic CSR

2pm - 3.30pm: Sustainable Palm Oil — The Governance Dimension

This panel will look at the role of certification in palm oil and how this is improving
governance standards across the industry. Governance benefits include enhanced
transparency, better audit processes along the supply chain, improved strategic and
reputation risk management, and more effective communications with stakeholders. What
are the key challenges in the implementation of this model? What are the lessons for other
industry certification programmes? Is certification always the answer?

Moderator
Mr. Benjamin McCarron, Managing Director, Asia Research and Engagement, Singapore;
Specialist Consultant, ACGA

Speakers
e Ms. Louise Davidson, Chief Executive, Australian Council of Superannuation
Investors, Melbourne
e Ms. Rikke Netterstrom, Managing Director, Helikonia, Kuala Lumpur
e Mr. Mark Wong, Director, Strategic Communications & Corporate Affairs, Sime
Darby Berhad, Kuala Lumpur

6pm-—7pm: Cocktail Reception, Poolside, Grand Hyatt
7pm —9pm: Gala Dinner, Grand Hyatt

Evening MC: Mr. Anthony Muh, CEO Asia, H.R.L Morrison & Co Capital Management (Int);
Vice Chairman, ACGA

Gala Dinner Keynote Speaker

Mr. Rajeev Peshawaria, CEO and Executive Director, The Iclif Leadership and Governance
Centre, Kuala Lumpur
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Day 2: Wednesday, November 4, 2015

8am — 9am: START THE DAY
A discussion of the main ideas emerging from each of the three workshop streams on Day 1.
Rapporteurs will present the most interesting points, followed by Q&A.

9.15am to 10.30am: Plenary Session — The Chairmen’s Dialogue

Despite being critical to the success of any board, the role of the chairman receives
relatively little focus in most CG discussions and director training programmes. Even with
excellent directors, a board will underperform if the chairman is ineffective. The dynamics of
boards have evolved significantly in Asia in recent years, with the role of the chair becoming
ever more demanding and complex. What are the attributes of an effective chairman? How
can the Chair survive and thrive?

Moderator
Mr. Douglas Henck, Chairman and CEO, Aegon Asia, Hong Kong; Chairman, ACGA

Speaker
e Tan Sri Amirsham A. Aziz, Chairman, Bursa Malaysia, Kuala Lumpur
e Mr. Francis G. Estrada, Chairman, Institute of Corporate Directors, Manila
¢ Dr. Bandid Nijathaworn, President and CEQ, Thai Institute of Directors, Bangkok

10.30am - 11.00am: Coffee break
WORKSHOPS

1lam to 12.15pm
Two concurrent workshops before lunch:

1. The Regulators’ Roundtable: Hot Topics in Asean

A great deal of policy and regulatory reform has occurred over the past 10-15 years in Asian
corporate governance, with the attention of regulators focussed ever more on enforcement.
What are the specific enforcement challenges in each market and what innovative ideas are
regulators—securities commissions and stock exchanges—using to address them? How do
they balance enforcement with education and encouragement?

Moderator
Mr. Jamie Allen, Secretary General, ACGA

Speakers
e Mr. Rapee Sucharitkul, Secretary-General, Securities and Exchange Commission,
Thailand

e Mr. Tan Boon Gin, Chief Regulatory Officer, SGX, Singapore
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2. Asian Family Firms: A Superior Model of Governance?

A point of view has emerged in recent years, backed by some evidence, that family firms
around the world offer investors a superior investment opportunity. Does this hold true in
Asia as well? What does it say about the governance of such firms? This panel will examine
how governance is evolving in Asian family businesses, looking at key topics such as
concentrated ownership, the involvement of private equity funds in the capital structure
and board, succession planning, and how well family firms align their interests with minority
shareholders.

Moderator
Mr. Yuelin Yang, Managing Director, Asset Management, IMC Industrial, Singapore

Speakers
e Mr. Michael Octoman, Partner, Navis Capital Partners, Kuala Lumpur
e Mr. Bernard Fung, Director and Head of Family Office Services and Philanthropy
Advisory, Asia Pacific, Credit Suisse, Singapore

12.15pm - 12.45pm: Day 2 Summary & Conference End

A summary of the main ideas emerging from the morning workshops and the conference
overall. Next steps for CG development in Asia?

12.45pm - 2pm: Lunch

Conference ends for public participants. Additional events are being organised for ACGA

members in the afternoon, including a “Town Hall” meeting with our Council (board of
directors) and a discussion on possible revisions to the “Asean CG Scorecard” with MSWG.
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88 _[Kuniaki Matsumoto Governance Visions Corporation CEO Japan
89 [Eugene Ha Grant Thornton Partner, Advisory Hong Kong
90 _[Anthony Muh H.R.L. Morrison & Co CEOQ Asia China
91 |Rikke Netterstrom Helikonia Managing Director Malaysia
92 |Peter Tisman Hong Kong Institute of Certified Public Accountants Director Hong Kong
93 |Chris Jo! Hong Kong Institute of Certified Public Accountants Executive Director Hong Kong
94 |Christine Tam Hong Kong Monetary Authority i Hong Kong
95 [Tim Chung Hong Kong Monetary Authority Hong Kong
96 [He Pengfei Huawei Technologies Co., Limited Senoir Lawyer in Board Secretary Department China
97 |Chen Jun Huawei Technologies Co., Limited Project Manager in Board Secretary Department China
98 |Jennifer Gail Anthoa CLIF Senior Executive
99 [Gillian Ng CLIF Director
00 [Siew Li Wong CLIF IDeEutz Director
01 |Rajeev Peshawaria CLIF |CEO & Executive Director
[ 102 |Yuelin 'Yang C Industrial Group Managing Director (Asset Management & Corporate Services) Singapore
03 |Tony Silitonga ndonesian Institute for Corporate Directorship (IICD; Executive Director Indonesia
04 [Francis G. Estrada nstitute of Corporate Directors Chairman The Philippines
05 |Amit Tandon nstitutional Investor Advisory Services India Limited [Managing Director India
06 _|Hetal Dalal nstitutional Investor Advisory Services India Ltd. Chief Operating Officer India
07 |James Hawrylak nstitutional Shareholder Services Executive Director, Head of Sales - APAC Singapore
[ 108 |Gwen Loong nstitutional Shareholder Services VP Institutional Sales, Asia ex-Japan Singapore
09 [Shinbo \Won nstitutional Shareholder Services Head of ISS Research, Asia ex-Japan Singapore
Victor Dy Echo nstitutional Shareholder Services Senior Associate, Research The Philippines
Suken Bhandari nstitutional Shareholder Services |Principal Advisor Singapore
Gary Pflugrath International Federation of Accountants |Director, Public Policy and Regulation United States
Julia Mart nteraction Director United States
14 _|Richard Beales nteraction Partner United States
15 [Benoit Bergua Ipreo |Associate Hong Kong

Page 1



Participant List

Ahmad Fairuz Zainal Abidin

No. |First Name Surname Company Position Country
6 [llkay Sarpdag Ipreo Associate Hong Kong
7__[Raymond Wen Ipreo Analyst Hong Kong
8 [Justin Reynolds Ipreo Managing Director, Asia Pacific Hong Kong
9 [Keisuke Nagahama Japan Shareholder Services Ltd. President Japan
0 |[Tatsuya Imade Japan Shareholder Services Ltd. Managing Executive Officer Japan
1 _|Rob Russell Jardine Lloyd Thompson Limited Head of Financial Lines Malaysia
| 122 |Mylene ok PMorgan Vice President Singapore
23 _[Yoonjin Hur orea Corporate Governance Service Senior Analyst |South Korea
| 124 |Wonwoong im orea Corporate Governance Service Senior Analyst |South Korea
| 125 |Kasturi Paramanathan PMG Management & Risk Consulting Sdn Bhd Executive Director Malaysi:
| 126 |Seng Gee Cheong UMPULAN SEMESTA SDN BHD BOARD OF DIRECTOR
|_127 |Nozaimi AP Fund Manager
| 128 |Rizal AP ASSISTANT VICE PRESIDENT
[ 1 AP Head, Portfolio Management-International-Equity Department
[ 1 AP VP - External Fund Management
g AP Analyst
[ 132 |Azura binti Abdullah AP AVP, Fixed Income Dept
33 [David Green LACERA (Los Angeles County Employees Retirement Association Trustee - Vice Chair
[ 134 |Meryam Omi Legal & General Investment Management Head of Sustainability
| 135 |Norfauzi Nasron Lembaga Tabung Haji Sr Fund Manager - Foreign Equity Portfolio Management
Jason Yeung Li & Fung Limited Group Chief Compliance & Risk Management Officer
Seow Head, Marketing & Engagement
Ahmad Norilah Head of Content & Programme Development
Abu Bakar CEO/ Executive Director
Yusoff President
Rahman General Manager, Corporate Services
Quah Head, Corporate Monitoring
Yap Head, Corporate Monitoring
Hatta Associate
Rita Benoy Bushon Chief Executive Officer
Puan Sri Rusila Razak Associate
atsuyuki Watanabe DGM Japan
Jonathan Tan Associate Singapore
Thomas Yee Monetary Authority of Singapore Director & Specialist Leader Singapore
Elaine Ng MSCI Exceutive Director Hong Kong
Sri Dr. Hadenan A Jalil_[Tan ational Audit Department Auditor General Malaysia
Yuen Teen |Mak lational University of Singapore Business School Associate Professor Singapore 117592
Michael Octoman avis Capital Partner Malaysi
Hargobind Singh lavis Capital Partners Control/Compliance/Audit Malaysia
Runa Urheim BIM Senior Analyst Norway
CK Tan ikkei Staff Writer Malaysia
Keiichiro Asahara IKKEI Inc. Photographer Japan
David Fergusson imoi Capital Director Singapore
Shinya Tsujimoto ippon Life Global Investors Singapore CEO Singapore
Gunter Dufey ITU/NBS & UofMichigan-Ross Professor Emeritus & Consultant Singapore
Akito Konagaya OECD Senior Policy Analyst France
Paul Schneider Ontario Teachers' Pension Plan Head of Corporate Governance, Public Equities Canada
Gerard Fehrenbach PGGM Investments Senior Advisor Responsible Investment Netherlands
Yupawadee Boonzaralklm PTT Global Chemical Public Company Limited Corgorate Governance Officer Thailand
Shannon Watson Quantum International Corp (QIC) Advisor Taiwan
Ronald w Robeco Hong Kong Limited Senior Investment Specialist Hong Kong
Rupert Rucker chroders Head of Product Management Singapore
Rapee Sucharitakul ecurities and Exchange Commission (Thailand hailand
en Cheng Lin ecurities and Futures Bureau Section Chief aiwan
Shin-Cheng Yeh ecurities and Futures Bureau Executive Officer aiwan
Ching-Ping Kao ecurities and Futures Bureau Deputy Director aiwan
Shu-Lin Lu ecurities and Futures Investors Protection Center [President aiwan
Pi-Feng Chuang ecurities and Futures Investors Protection Center Clerk aiwan

ecurities Commission Malaysia

Nor Zahrul Hayzraai Zainal

Executive Director

ecurities Commission Malaysia

Nadia Zainuddin

Mala;

ecurities Commission Malaysia

Sheena Babu

ecurities Commission Malaysia

Senior Manager

ecurities Commission Malaysia

|Graduate Management Executive

ecurities Commission Malaysia

Sara Irina Tajuddin
Azryta Abdul Aziz
Fen Nee Lim

ecurities Commission Malaysia

Ismet Al Bakri Yusoff Al Bakri

General Manager & Head
enior General Manager & Head

ecurities Commission Malaysia

S
Manager

Senior Executive

Senior Manager

Senior Manager

|Assistant General Manager
M:

Executive Director

Director - Professional Dev & Corp Governance

Head, Corporate Compliance & Governance

Head of Investor Relations

Director, Strategic Communications & Corporate Affairs

Head of Mergers and Acquisitions

ice President, Regulatory Communications

Singapore

Chief Regulatory Officer

Seet

|Singapore

rishman Varges PV John ecurities Commission Malaysia
Hema Thruma Lingam _[Securities Commission Malaysia
Leanne Ann Susau ecurities Commission Malaysia
ok Wing Yam ecurities Commission Malaysia
Suresh Krishnan ecurities Commission Malaysia
Kautsar ABD Rahman ecurities Commission Malaysia
[ 1 reejaya Menon ecurities Commission Malaysia
|_189 |Mohamad Lutfi Haki Mohamad Ariff ecurities Commission Malaysia
90 |Datuk Ranijit Ajit Singh ecurities Commission Malaysia Chairman
91 _|Ching Yin Goh ecurities Commission Malaysia
| 192 |Salleh Hassan ecurities Industry Development Corporation
|_193 |Yean Pin Chuah Sime Darby Berhad
[ 194 |Benjamin, Chee Fong Poh Sime Darby Berhad
[ 1 Wong Sime Darby Berhad
Tang Sime Darby Berhad
197 Carolfn Lim Singapore Exchange
| 198 |Boon Gin Tan Singapore Exchange
[ 199 |WeiWei Chan Social Security Organisation

Social Security Organisation

Investment Manager
General Manager

Malaysia
Malaysia

McNeill Standard Life Investments |Governance & Stewardship Manager United Kingdom
Everett Standard Life Investments Governance & Stewardship Director United Kingdom
Hashizume Sumitomo Mitsui Asset Management (Hong Kong) Ltd. Senior Fund Manager Hong Kong
Komori Sumitomo Mitsui Trust Bank, Limited Associate General Manager Japan
Chan Sustainalytics Responsible Investment Adviser Singapore
Chang aiwan Depositary & Clearing Corporation Associate aiwan
Chen aiwan Depositary & Clearing Corporation Associate aiwan
Chang aiwan Stock Exchange Senior Analyst aiwan
Cheng aiwan Stock Exchange Executive Secretary aiwan
Hsieh aiwan Stock Exchange Senior Analyst aiwan
Chien aiwan Stock Exchange Senior Executive Vice-President aiwan
ijathaworn hai Institute of Directors President & CEO hailand
umlungsua hai Institute of Directors CG Specialist hailand
apoor he Institute of Company Secretaries of India Joint Secretary India
Atul letha he Institute of Company Secretaries of India President India
Ryushiro Kodaira he Nihon Keizai Shimbun (Nikkei) Editorial Writer Japan
Pornchai |Tavaranon he Stock Exchange of Thailand Thailand
8 [Sukij |Kittiboonyanont _[The Stock Exchange of Thailand Thailand
|_219 |Mohani Maharaj IAA-CREF Sr Corporate Governance Analyst United States
220 [Thiam Yong Kuek Universiti Tunku Abdul Rahman Lecturer Malaysia
221 [David Russell Uss Co Head of Responsible Investment United Kingdom
222 [Azleen Osman Rani Valuecap Sdn Bhd Head, Investment & Market Research i
223 [Sharifatu Laila Syed Ali Valuecap Sdn Bhd Group CEO
224 [Kha Loon Lee VCAP ASSET MANAGERS SDN BHD DIRECTOR
225 |[Truc Le Quang Thanh _[Vinamilk Foreign Subsidiaries Management Director
226 [Trung guyen Vinamilk |Director of Strategic Planning Department |Vietnam
227 |LiLynn Tan Zinkin Ettinger Sdn Bhd Manager Malaysia

Page 2



www.acga-asia.org

Asian Corporate Governance Association (ACGA)

“CG Rising in Southeast Asia?”

Presentation by:

Jamie Allen
Secretary General
Asian Corporate Governance Association

Asia Overview - Plenary Session

“Asian Business Dialogue on Corporate Governance 2015”
November 3, 2015, Kuala Lumpur

ACGA Presentation 1 F I

November 3, 2015 ACGA

Looking back: “CG Watch 2014”

“CG Watch” survey. Market scores: 2010 to 2014

Change
(%) 2010 2012 2014 2%‘;;’5 Trend of CG reform
(ppt)

1. = Hong Kong 65 66 65 (-1) Weak leadership, tough enforcement
1. = Singapore 67 69 64 (-5) International vs local contrast continues
3. Japan 57 /f m (+5) Landmark changes, can they be sustained?
4. = Thailand 55)/ 58 58 \ - Improving, but new legislation needed
4. = Malaysia 5(2 55 58 ) (+3) Improving, but still too top-down
6. Taiwan 53\ 59 56 / (+3) Bold policy moves, can they be sustained?
7. India 48 \Q y (+3) Bouncing back, Delhi more supportive
8. Korea 45 49 49 - Indifferent leader, more active regulators
9. China 49 45 45 - Focus on SOE reform, enforcement
10. = Philippines 37 41 40 (-1) Slow reform, improved company reporting
10. = Indonesia 40 37 39 (+2) Big ambitions, can they be achieved?

Source: ACGA, CLSA
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The many sides of Asian CG:
Highlights from 2015

m Progress Regress/stasis

China Securities enforcement 9t [PO moratorium (since 1994)
Hong Kong Dual-class shares off the table SFC enforcement leadership
India Women on boards SOEs ignoring CG rules
Indonesia AGM transparency rules Ongoing SOE AGM opacity
Japan CG Code 2015 Toshiba accounting scandal
Korea CG committeesin two chaebol Presidential pardons revived
Malaysia Some voluntary poll voting 1MDB / public governance
Philippines CG Blueprint 2015 No independent audit regulator
Singapore MAS-CAD joint enforcement Dividend policies not disclosed
Taiwan Director nomination rules Extensive corporate malfeasance
Thailand SOE governance plan Limited corporate dialogue
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CG rising in Southeast Asia — By market

m Policy Developments - 2014 to 2015

ASEAN ASEAN Capital Market Forum, CG Scorecard, AEC: leading to increasing
regulatory cooperation—and competition
Indonesia + CG Roadmap (2014) + new rules on AGMs, board committees
+ Financial conglomerate governance
* Anti-corruption drive
Malaysia * New ESG reporting standards
«  AGM transparency improving: voting by poll for RPTs
+  KWAP signs Malaysian Code for Institutional Investors
Philippines * Term limits for independent directors proposed
* SEC seeks to improve corporate disclosure
* CG Blueprint (2015)
Singapore * New CG disclosure guide
+ Revamped MAS-CAD enforcement strategy on insider trading
*  New SGX CRO + listing and disciplinary committees
Thailand * Revamped plan for SOE governance
* Enhanced focus on SME governance
* Plan to strengthen the external audit industry
ACGA Presentation 4 I
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CG (mostly) rising -- Enforcement

100 - (%)
Enforcement Scores (CG Watch)
90 - 2010 to 2014

Hong Kong Singapore Thailand Malaysia Philippines Indonesia

80 -

70 -

60 -

50 -

40 -

30

20 -

10 -

m2010 m2012 =2014

ACGA Presentation 5

November 3, 2015 A C G A

CG (mostly not) rising — Public governance

Political and Regulatory Environment:
2010 to 2014

» Scores undermined by weak or 100 (%)
uneven leadership on corporate
governance in many markets, hence
the lack of a clear and consistent 80 -
strategy

= Corruption and inadequate attempts

to control it are also a major issue. 80 1
» A new question on public governance *°°
and civil service ethics has brought 20 |
scores down for some markets.
30 -
20 -
10 -
0 - T : : ;

Singapore  Thailand Malaysia  Philippines Indonesia

m2010 m2012 =2014
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Why CG could and should keep rising: 7 trends

1. Financial services and pension management becoming increasingly
important and complex (eg, more cross-border investing)

2. ASEAN corporates increasingly investing across borders (banks, palm oil)

3. Pressure on natural resources is intense and unlikely to weaken (palm oil,
forest fires, population growth and consumer demand), leading to need
for better public management of resources and governance around
corporate E&S factors

4. Growing discontent with public governance and corruption: Can we
drive reform through a bottom-up process?

5. The emergence of investor “stewardship” codes—a greater focus on
active and engaged ownership / internal fund governance

6. Next generation corporate boards—the possibility that they will be more
open than the current generation

7. “CG Watch 2016, 2018, 2020!
ACGA Presentation 7 b
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Asian Business Dialogue on Corporate Governance 2015:

Country Comparison

Source: Deloitte report — Women in the Boardroom: a
global perspectie

Jyoti Vij
Deputy Secretary General
FICCI

November 3, 2015

Industry s Voice for Policy Change

Percentage of Board seats held by women @CI

Asia
Pacific

Country Provision Year Percentage
introduced

Australia Comply or explain 2010 15.1%

China No quota 8.5%

Hong Kong Comply or explain 2013 8.4%

India Mandatory 2013 12.6% (as on Oct 30, 2015)
Indonesia  No quota 3.7%

Japan No quota 2.4%

Malaysia Mandatory 10.4%

Philippines No quota 7.4%

Singapore  No quota 9%

Thailand No quota 9.7%

Industry s Voice for Policy Change



Percentage of Board seats held by women

Country

Brazil

Canada
Chile

Colombia

Mexico

United States

Country

Austria
Belgium
Denmark
Finland
France
Germany

Greece

Ireland

Italy
Netherlands
Norway
Spain
Sweden
Switzerland
U.K.

Provision

Mandatory quota to be introduced
(Under discussion in Parliament)

Mandatory

No quota

Mandatory for government entities;

no quota for private sector

No quota

No quota

Year introduced

Industry s Voice for Policy Change

Percentage of Board seats held by women

Provision

Comply or explain
Mandatory

No quota

Comply or explain
Mandatory
Mandatory

Mandatory (for state-owned
boards)

No quota
Mandatory
Mandatory
Mandatory
Self-regulatory
Self-regulatory
No quota

No quota

Year

2015
2011

2010
2011
2015
2000

2011
2013
2005
2007
2014

introduced

16.3%
18.3%
21.8%
22.1%
29.9%
18.3%
9.6%

14.4%
22.3%
17.3%
36.7%
12.5%
24.4%
10%

15.6%

Percentage

6.3%

13.1%
3.8%
7%

6.2%
12.2%

Percentage
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What’s new on the agenda?
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Tony Silitonga has been working for more than twenty five (25) years in different countries, different industries, with different
multinationals, such as: IBM, Atlantic Richfield Oil & Gas Company (Indonesia), Standard Chartered Bank (The Philippines),
Merrill Lynch (USA), China Development Industrial Bank (Taiwan), and Indonesian Bank Restructuring Agency (IBRA). He is the
member founder of Total Recovery Strategist (TRS), Sentra Pemimpin Asia (SPA), and FORESPECT. Graduated from
Bandung Institute of Technology major in Petroleum Engineering, he has got his Master in Business Management (MBM)
majoring in Finance and Strategic Management from Asian Institute of Management (AIM), Makati (Philippines), and MBA from
Columbia Business School (CBS), New York (USA) Finance-Exchange scholars’ program. Recently, he is finalizing his
Dissertation for Doctorate in Business Administration (DBA) from De LaSalle University — Manila (Philippines), major in Finance,
Strategic Management, and Good Corporate Governance. He was The Executive Director of Indonesian Institute for
Corporate Directorship (IICD) from 2004 to 2010, and recently member of lICD Board of Management. Tony Silitonga was
also The Executive Director of AAF (Asia Anti Fraud) Foundation that was founded with the mission to increase the body of
anti fraud knowledge and support anti fraud professionals within Asian region through seminars, workshops and consultation.
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/
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Tony Silitonga is the Chairman of FORESPECT, Board of Directors of Total Recovery Strategist (TRS), and Commissioner of
SPA - Sentra Pemimpin Asia The Indonesian Exclusive License Holder of John Maxwell Company, USA
(http://www.johnmaxwell.com/ ). For over 40 years John has inspired audiences through his more than 70 books and his
thousands of speaking engagements. To inspire means to urge a person on to do something. It also means to “breathe into.” We
want to breath new life into your leadership, urging you to dig deep and become a difference maker. We believe leadership is a
privilege. It's also a responsibility. It demands risk and accountability. We're here to push you out of the box. No one said leading
was easy. Let us come alongside you and push you toward the best you possible. It's why we exist, we support your success: by
equipping you to take our leadership teachings and apply them to your life. To your team. And to your organization.

Board Gul
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Tony was also working as The WorldBank Consultant on Government Implementation Control System-GICS
implementation at BPKP to facilitate BPKP in Piloting SPIP based on Government Regulation PP.60/2008
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f_j] @2 Is It Difficult To Do An Honest Board Evaluation?

(<) = e Are There Enough “Board Ready” Women In Senior
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How Do Boards Manage And Encourage
Open Discussion As Well As Harmony?

The Obsession With Shareholder Value began
In 1976, When Michael Jensen And William
Meckling, Two Economists, Published An Article,
“Theory Of The Firm: Managerial Behaviour,
Agency Costs And Ownership Structure”

American  And  British  Value-maximisers
Reserved  Particular Disdain For The
“Stakeholder  Capitalism” Practiced |In

p o

3; S  Continental Europe.

o @ @ 3. Shareholder Value Should Give Way To 0 R

0{ = g “Customer-driven Capitalism” In Which Firms F ( 'i“,'iz'i; T}"f.:" M\

e “Should Instead Aim To Maximise Customer l, | ’ b ’ ,P \‘

s o Satisfaction.” >

= 9 4. “Increased Shareholder Value |s One Of The ] r

= § 2 By-products Of A Focus On ]

‘2 0 g Customer/Stakeholder Satisfaction.”

8%
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Pengungkapan Frekuensi Rapat Dewan Komisaris dan Direksi
Disclosure of Frequency of Meetings of the Board of Commissioners and Board of Directors

e Cipecta /07 VS

How Do They Marshal Scarce Resources,
n Particular The Time Of Directors?

HOADNAP

TKTR KELOLA PERUSARAAN
INDONESIA

4

E.2.E.

MEETING OF BOARD OF COMMISSIOMNERS
AMD BOARD OF DIRECTORS

] _ Coordinating the implementation of the tasks

2 of board of commissioners and directors can be
wen  realized in the form of separate meetings and
ww jOiNt meetings, such as Board of Commissioners

ure

- e meetings that invite the Directors. & well-planned
— mwl  meeting with complete materials will very much
umber | Dewan Komisaris Dimksi Dewan Komisaris Direksi Dewan Komisaris Direksi
a o MG et it i i support the realization of optimal meeting results
- Issters
“ © mw o o along with decision making that is efficient and
T} . -g effective. In Indonesia, Issuers and Public Companies
) w0 | o ] a2 | ; ; -
\:_T'.{ O g’ Dewan | Direksi | Dewan | Direksl | Dewan | Dreks | 2SS reguired to disclose the number of meetings
‘Z) = © K‘;';;:f'" mﬁ Komisars r'}mﬂ Komisars e and attendance of the members of Board of
15
e g .qC, s ( Commissioners and Board of Directors?s.
60 1 74 19 79 18

= 5, "E " 0 0w s 153 s RAPAT DIREKSI TAHUN 2015 n CIMBNIAGA
‘_l ° 16 16 24 15 26 17

. ©3 7 = % m & % BOARD OF DIRECTORS (“BOD”) MEETING 2015
- G 31 3 54 146 3 164

= O Tidak M kapk . ]

) m ; IR 0 @ s W BOD meeting will be convened every Tuesday / week.
‘—D C T | Smeesieoks
88 : : .
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INDORESIA CORPORATE Is It Difficult To Do An Honest Board

GOVERNANCE ROADMAP ‘ .
E.2.]. PERFORMANCE EVALUATION OF THE valuation?

BOARD OF COMMISSIONERS AND ITS

MEMBERS OECD PrlnC|pIe Vi (D)
Performance of the Board of Commissioners and (2). Monitoring The Effectiveness Of The Company’s Governance Practices And Making
its members needs to be evaluated on a regular Changes As Needed.
basis as a form of accountability and reference for
future improvements. In addition, performance Monitoring Of Governance By The Board Also Includes Continuous Review Of The
evaluation of the Board af Commissioners Internal Structure Of The Company To Ensure That There Are Clear Lines Of
and its members has also an important role in Accountability For Management Throughout The Organisation. In Addition To Requiring
planning the re-nomination and re-election of o . . 5
membare of the Board of Commissioners and The Monitoring And Disclosure Of Corporate Governance Practices On A Regular Basis,
which naeds to be associated with remunaration. A Number Of Countries Have Moved To Recommend Or Indeed Mandate Self-
The Indanesia’s Code of GCG recommend far the assessment By Boards Of Their Performance As Well As Performance Reviews Of

Board of Commissioners to submit accountability Individual Board Members And The CEO/Chairman.
reparts, but have not specifically explained
regarding performance evaluation of individual

0
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Lingkup Perbaikan Rekomendasi Implementasi
Scope of Improvement Recomendation Implementation
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- O members of the Board (amang others through X N N
0 o celf-assessment] Evaluasi Kinerja Diperlukan ketentuan yang Peraturan OJK Desember
2 (o)) - ) Dewan Komisaris mewajibkan Emiten dan 0JK Regulations 2014
E © _ o ) dan anggotanya Perusahaan Publik untuk Decemnber 2014
G ') In Indonesia, the obligations of the Issuer or Public P e melakukan penilaian kinerja Dewan
c = Company are based on prevailing regulations Evaluation of the Board | Komisaris dan anggotanya yang
== 5\ ‘E to evaluate the performance of the Board of It;fCamrr;lssluners and | dikaitkan dengan remunerasi, dan
s members kapannva.
Directors®. Graph 10 shows approximately b el
- o
Al © 75% (372 of 494 Issuers and Public Companies There needs to be a regulation reqiring
— = ; Issuers and Public Companies to
—~ @© o disclosed the relationship of performance and assess the performance of the Board
(@) c remuneration of the Board of Directors in the 2012 of Commissianers and its members
%3 a0 annual report associated with remuneration, and
fa c ,m pert disclosure.
wd
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—
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Is It Difficult To Do An Honest Board
e Fvaluation?

Board Performance 7yvaluaiion’s

WHO EEEETE

STAKEHOLDERS
3rd PARTY

WHAT BOD as PERSONAL

BOD as TEAM
MIXED

! OWNERSHIP OWNERSHIP
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Corporate Control: The New Global Politics of Corporate Governance
(Princeton, NI: Princeton University Press, 2005).

holding at least 20 percent of the shares

g
~J 0

(3
©
T
.. & SELF ASSESSMENT
8 () How 360 DEGREES
E g 3rd PARTY
c 9
c £
R 5%
g
= 'c% = = S High Share concentration — the percentage of
a 8 : SOURCE: Peter Gourevitch and James Shinn, Political Power and Companies With a Single blOCK Shareowner
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anceooue KT Are There Enough “Board Ready” Women

E.2. I. DIVERSITY FOR THE COMPOSITION OF THE n Senior Management Positions

BOARD OF COMMISSIOMERS AND THE

BOARD OF DIRECTORS One of The “ASEAN CG SCORECARD”
Business globalization increases expectations Variables that were in "BOI'IUS &l'ld Penanyn
Section :

The Company Have At Least One Female

of investors and requires expertise of Board of
Commissioners and Board of Directors of the

company that are increasing and complex to be
able to meet these expectations. The diversity

‘ra . of the composition of Board of Commissioners ’ndependent DH"ECfOrS / CommlSSJOnerS
\‘—;ﬁ : / and Board of Directors will encourage maore Male Indonesia - 2050 Edrmile
_:-’ & objective and comprehensive decision-making
! because decisions are taken by considering various
; o wview points and interests.
DR . .
b o] The diversity of the composition of Board of
“} - C Commissioners and Board of Directors include
R 20 f
.T{ O o)) academic qualifications, expertise, age, and
‘) é © gender. In line with the above the company should
,‘3 @ -ch be encouraged to have policies that motivate
Le i e participation of all stakeholders and are not
nna) [ discriminatory. One of the policy options proposed
- S (o] by OECD to imprave the nomination and selection
- E ; process of Board of Commissioners and Board of
: o g Directors of the company is to expand the scope of 15 12 9
;—} m n qualified candidates through increased diversity in PoBISERGR FRITERS)
« n C G the candidate search process (OECD, 2013).
S = c o o .
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’ } variables that were in “Bonus and
Penalty” Section :

Are There Enough “Board Ready” Women
n Senior Management Positions

D& 4 The Company Have At Least One

. |WiMl Female Independent Directors /
—

= Commissioners

N
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Ln c ,E g RESPONSIBILITY of THE BOARD

a1 5‘ - D.1.1 Board Competencies and Diversity
— O |D.1.1(B) ICGN 2.4.1 skills and experience

3 -E ; he board should consist of directors with the requisite range of

:: © o Does the company have at least one femalelskills, competence, knowledge, experience and approach, as well

-1 O c independent director/commissioner? as a diversity of perspectives, to set the context for appropriate YES 2
T‘—; 0] 7)) board behaviours and to enable it to discharge its duties and

]A% % "i‘.un responsibilities effectively. |
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Responding to stakeholder power

High level of Low level of
i interest interest
High level  Key players Keep them

of power Takenoticeof  satisfied
them
Low level | Communicate Can usually be
of power | regularly with ignored
them

i) Asia? How Well Are Companies Preparing
or Dialogue With Investors And Other
takeholders In Today’s Increasingly Complex

BUSiness Environment?

r

U

€

Shareowners
Parties with contractual relationships
. Employees

. Contractors and suppliers
. Providers of capital
Business partners,
accountants, auditors, etc.

A

regulators,

raG

Str

Asian Business Dialogue on Corporate Governance 2015:
“CG Rising in Southeast Asia: Building Bridges between Stakeholders”

(\.
©
;,;g * Other Parties Not Having Contractual
=2 Relationship
) E o| + Communities
0 S5l Ngos
- _g 5| ¢ Analysts, Investor Associations, Pressure
%3 Groups
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Boara Culilres:

King, M. 2006. Corporaie Citizenship. Johannesburg: Penguin.

ACADEMIC AND PROFESSIONAL PAPERS
= International Corporate Governance Network. 2006, Sharcholder » Monks, Randall K. and M. Minnow, 2005, Corporate Governance.
Rights and Responsibilities. London: ICGN. Available at: httpz// Oreford: Blackwell Publishing.

wwwicgn.org/ conferences/ 2006/ frankfurt/ discussion_paper. pdf. . B
= Morck, Randall K. and Lloyd Steier. “The Global History of Corpo-
* Institute of Chartered Accountants of England and Wales. 2006,

Sratement of Principles in Instinurional Shareholder Responsibili-
ties, London: ICGN. Available at: http:/ fwwawicgn.orgforganisa-

rate Governance — An Introduction.” Working Paper 11062, Cam-
bridge, MA: National Bureau of Economic Research, Available an

tion/documents/src/ Revised®20Statement % 20on%205hare -
holders20Responsibilities®%201 30407, pdf.

- . 2006, fnvestment [Nalogue: Shareholder Respon-
silvilities and the Investing Public - Exercising Ownersivip Rigiis
through Engagement, London: ICAEW. Available at: hiop:/ Swwwae
icaew.com findex.cfm?route=138501.

*

International Finance Corporation. 2007, IFC Farrily Busi-

mess Governance Handbook. Washington, DC: IFC. Available in
English, Spanish, French and Portuguese at: wwwifc.org/ifoexe/
corporategovernance.nst

= Johnson, 5. K. LaPorta, E Lopez-de-Silanes, and A. Shleifer. 2000,

Str

o
©
T
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2 ) BOOKS
.‘_.'{ 9 (o] = Davis, 5., |. Lukomnik and D Pitt-Watson. 2006, The New Capital-
C) E © ists; Horr Citizen fnvestors Are Reshaping the Corporate Agenda,
~ ® -d:D Cambridge, MA: Harvard Business School Press.
Lt
§ bt = Gourevitch B and 1. Shinn. 2005, Political Power and Corporate
TN S Control: The New Global Politics of Corporate Governance Princ-
\ L) ° eton, NJ: Princeton University Press.
:: E ; = Hunt, A.. R Rott, and L. Stephenson. 2006. Sharefolder Righis and
= O ﬂ:’ Responsibilities: The Dialogue befween Companies and fnvestors.
T‘-; m n London: International Corporate Governance Network.
‘“ C S
c ©®
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“Tunneling.” The American Economic Review, Vol 50, No. 2; 22-27,
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http:/ fwwenber.org/ papers/Swl 1062,

OECD. 2004, Principles of Corporate Governance. Paris: OECD.
Available at: http:/ Swww.icgn.org/organisation/ documents) cgpy
revised_principles_jul2005.php.

UNCTAD. 2006, Guidance on Good Practices in Corporate Gover-
nance. New York: UNCTAD. Available at: http:/ Sswwwounctad.orgl
en/docs/iteteb20063_en.pdf,

WEBSITES
= Hermes www.hermes.co.uk/corporate_governance! corporate_

governance_in_practice,htm.,

Hermes is a company based in the UK that actively engages with
companies that are underperforming. Its Website contains a
number of interesting case studies of successful interactions with
companies that have led to significant rises in share value.

= United Nations www.unctad.org

In 20086, the United Nations developed Guidance on Good Prac-
tices in Corporate Governarice, which is available on its Website.
= wwwunglobalcompact.org
In 2000, the United Nations developed the Global Compact
with business, which is available on its Website.
= wwwunpri.org

In 2006, the United Mations developed the Principles of
Resporsible Investors, which is available on its Website.
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Deloitte.

The Dysfunctional Board

How can you tell? What can
shareholders do?

Dan Konigsburg, Managing Director,
Deloitte Global Center for Corporate Governance

October 2015
ACGA Annual Conference, Kuala Lumpur, Malaysia

© 2014. For information, contact Deloitte Touche Tohmatsu Limited.
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Garag band or ban.(‘)f irectors’?
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38 . 2 Touche Tohmatsu Limited.

Bullies are not just from the schoolyard

© 2014. For information, contact Deloitte Touche Tohmatsu Limited.
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take a poll:

© 2014. For information, contact Deloitte Touche Tohmatsu Limited.

Every effective board is alike...

...every dysfunctional board is

dysfunctional in its own way...

 Distracted  Destruction, of value
» Disabled/ paralyzed * Undeveloped

* Dismissed » Dysfunction

© 2014. For information, contact Deloitte Touche Tohmatsu Limited.
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The third member of our risk committee seems to be missing

© 2014. For information, contact Deloitte Touche Tohmatsu Limited.

| found my succession plan in a fortune cookie

© 2014. For information, contact Deloitte Touche Tohmatsu Limited.
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1. CHILDREN UNDER 41 YEARS ARE NOT ALLOWED
TO USE THE ELEVATOR EXCEPT IN THE
COMPANY OF ADULTS.

2.THE LOAD INDICATED MUST NOT BE EXCEEDED.
3.1F FOR ANY REASON IT IS IMPOSSIBLE TO

LEAVE THE ELEVATOR, PLEASE OPERATE THE
ALARM BUTTON.

.4. IN CASE OF FIRE USE OF THE ELEWIOR IS FORBIDDEN.
 IN CASE OF ELEVATOR w\l.ruucnou CALL:

- Sometimes it’s hard to let go

on, contact Deloitte Touche Tohmatsu Limited.

| Our last non-exec was a bit in over his head

© 2014. For information, contact Deloitte Touche Tohmatsu Limited.



Over to you!

Please divide into three groups:

How can you tell?

- What are the tell-tale
signs, either from the
inside or, as an
investor, from the
outside?

- What are the types of

dysfunction — is there a

taxonomy of
dysfunction? — and
which are the most
damaging?

What can be done
from inside the
company?

- Is there a role for the
company secretary?
The chair?
Non-executive directors
themselves?

What can
shareholders do?

Can shareholders really
engage on board
dysfunction?

Is there a role for
activist holders?
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Thoughts on the UK Stewardship Code

David Russell, Co-Head of Responsible Investment

UK Stewardship Code
e 2008 financial crises

— Walker Review (banking / financial services) / EU risk?

|II

— Investors “asleep at the whee

e FRC 2010 — Stewardship Code (a governance code for investors?)

7 Principles:
Publicly disclose their policy on how they will discharge stewardship responsibilities

2.  Have a robust policy on managing conflicts of interest in relation to stewardship and
this policy should be publicly disclosed

3.  Monitor their investee companies

Establish clear guidelines on when and how they will escalate their activities as a
method of protecting and enhancing shareholder value

5. Be willing to act collectively with other investors where appropriate
Have a clear policy on voting and disclosure of voting activity
7. Report periodically on their stewardship and voting activities



Stewardship Code 2
—(=> (¥ )—
What is stewardship?

— Not defined in original code

— USS view is its more the just Governance
— Entrusted to manage the assets...

Initial Focus is public equities only

— More than just public equities / more than just the UK

— FRC recognize increasingly other assets / markets ... but still UK focus
— UK institutional ownership of UK companies decreasing

Strong base CG Code / company law framework essential
— UK History of CG failures....
— Good company law framework — tools to hold to account
— History of engagement

Stewardship Code 3

e Annual Statements - ~ 200 managers & ~ 90 owners

— Comply or explain
— Signatories vs adherents: How does the user differentiate?
— NAPF survey / assessment

* What has changed / what have we learned?
— More / better engagement?

— “More needs to be done to ensure AO and AM follow through on their
commitments”.....FRC Jan 2015

— Quality vs quantity of engagement?
— Corporate governance is more than remuneration!

UK Stewardship Code is Work in Progress!



Stewardship Codes

O
e ons O

Codes Enacted

UK 2010 vV v Comply/Explain
Japan 2014 v 4 Comply/Explain
Malaysia 2014 v 4 Comply/Explain
Stewardship Norms

Australia 2009 4 Voluntary
Codes Pending

Hong Kong Consulting
Singapore Considering
Taiwan Considering
Thailand Voting guidelines

The Framing Concepts

O

* Principle — Agent Problem “The most profound shortcoming which we need to address ...
is the hidden cost of public ownership that results in inadequate stewardship.” -- Paul
Myners

*  Fiduciary Duty Stock markets cannot meet society’s needs when investors act as
“absentee landlords” that fail by being “too reliant and unchallenging”

* Short-termism Investor passivity has reinforced market short-termism and failed to
reflect the needs of long-term investors

* Control Engaged regulators and minority investors provide crucial checks and balances
for insider-and management-controlled companies and boards

* Information Gaps Investors also need to take more transparent steps to demonstrate
alignment with their clients, to articulate policies, and to address conflicts of interest

* Market Structure The heterogeneity of the investment community and the challenge of
multiple jurisdictions will also play a role in how effective policy measures are structured




An Opponent’s Critique

O

Hong Kong’s leading old line business group, the Chamber of Hong Kong Listed Companies
opposes Hong Kong’s proposed Principles for Responsible Ownership:

*  Unnecessary “Channels for investors to engage with company directors and senior
management and to exercise their rights as shareholders exist and are fully utilised”

* Investor Education Needed “Rather than adding more stifling regulations or making further
regulatory interventions, the government should educate investors on how to analyse the
abundant company information and become more knowledgeable about the risks involved
when investing...”

* Inside Information “It would be possible that ‘selective or inside information dissemination’
might be inadvertently passed on to aggressive fund managers or analysts”

*  Short-termism “The proposal would place pressure on company directors to take a very
short-term approach to running the business...”

* Costly “Peer pressure to be ‘seen as doing something’”... “Requests by investors for
meetings and information would increase significantly” ... “This strains not only companies
resources in responding but also those of investors, thereby increasing costs for both.”

Stewardship Codes — The Owner’s Manual

O

* The voluntary versus mandatory decision reflects market structure but also has implications
for potential impact in the early stage of implementation

* Asset owners are critical to the process; they set a natural context for the work of asset
managers and give weight to the dialogue with companies

* Proxy advisors are not seen as a problem in Asia, but their role in stewardship should be
framed by their clients

Structure

Practice

* Inthe early stage, governance experts often feel there is too much form over substance
engagement

* Remuneration has emerged as the initial “systemic” issue for engagement in the UK, but
other issues appear to be more material in Asia

* Transparency by AOs, AMs, and other product providers is still a work in progress and will
have important implications for regulators and the development of a stewardship eco-
system




Stewardship in Japan

~ 2 years post the introduction of the Stewardship Code and hereafter~

Macro picture: Developing favourable environment
O Stewardship Code introduced in February 2014 and nearly 200

iInvestors signing up for the Code (incl. 146 asset managers and 23

asset owners)

O GPIF joining PRI in September 2015, highlighting stewardship
responsibilities

O Corporate Governance Code (in place in June 2015) and Ito Report

(released in August 2014)

Governance Adding value through constructive engagement
for Owners

Stewardship in Japan
~ 2 years post the introduction of the Stewardship Code and hereafter~

Micro picture: Indicating challenges ahead

O 200 signatories, realistic number?

*+ Resource of experienced personnel

+ Complaints by companies

O Litmus tests, no colour change?

« TOYOTA: Model AA shares
« TOSHIBA: Accounting scandal

O Follow-up Council by FSA

* Doubts the ability of domestic investors to engage in high-quality dialogues

« Highlights the role of asset owners as important

Governance Adding value through constructive engagement
for Owners



Family Business — some recent papers

CREDITSUISSE‘ . CREDIT SUISSE“
Research Institute Research Institute

The Family
Business Model

i

Family busmesses
7 Sustamlng performance

TNl -

CREDITSUISSE\ LEGAL ENTITY, department or author (Click Insert | Header & Footer) Month Day, Year

2015

CS Global Family 200 universe

The CS Global Family 900 universe is composed of 920 publicly listed companies
from 35 countries that have a market capitalization of at least 1 billion US dollar and
where families own at least 20 percent of the outstanding shares. Joint ventures and
assets previously owned by the state, consequently sold to private investors have been
excluded. The 920 firms account for 25 percent of the MSCI World market capitalization.
They are skewed toward technology, financials and consumer-related businesses. (See
adjacent figure) The US unsurprigingly has the greatest representation in the CS Global
Family 900 universe, tracked by China!
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Excess returns of 4.5% p.a. since 2006
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Excess CFROI of 130bps
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Better than average accounting quality

0.25

0.2 4

Above Average Average Below Average
= CS Family businesses & CS HOLT universe
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Since 2006, G1 have performed better than nextgens

035 - Performance By Generation
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‘ Date: Oct 27, 2015 (Draft 12)
File : ACGA Conference (Nov 3-4 KL)
Up to 5 “Hats”

ACGA 15th AN N UAL CO N F E R E N C E Outside Director or 1) Chariman

. . . Non-Family Manager or 2) Director
Asian Business Dialogue on Corporate Governance 2015 Minority gharehflder 3) Family Head

) 4) Owner
5) CEO

Asian Family Firms : A Superior Model of
Governance?

(November 3-4, 2015 at Grand Hyatt KL) (1972)

By Yuelin T. Yang
Managing Director (Asset Management & Corporate Services)
IMC Industrial Group
5 Temasek Boulevard #12-01 Suntec Tower Five Singapore 038985
Email: yuelin@imcindustrialgroup.com

Exhibit 1 A growing number of family-owned businesses in emerging markets
could hit $1 billion in sales in the years freom 2010 to 2025.

Companies with =$1 billion in revenus, Share of large companies that are
number of companies family owned,2 %

Emarging-market family-owned businasses
W Other emarging-market cormpanias Southeast Asia
W Al devaloped-markat comparias

15,003 Latin America

Next Generation
Happily married
Eastern Europe (to Diane Keaton),
but felt obligated
to join the family

India

Middle East

China. business

Africa

! Projection based o city GDP forecasts.

2As of 2013 or closest available year, captured at headquarters location.
Source: Bloomberg; EXAME magazine’s 2013 Melhores & Maiores list; Jeune Afrique magazlnn’s Top 500 African
companies; Kisvalue; Mexico’s Secretariat of Finance and Public Credit; PRIME news agency’s rating of Rassian
famﬂ)'-uvﬂ:eﬂbus:ne sses; Prowess; Zawya; company websites; McKinsey Global Institute analysis

KEY UNIQUE ISSUES OF FAMILY BUSINESSES: <@*IMC
(1)Family Politics : (a) Earned v. Entitled, Emotions v. Economics (2) Succession Planning Dot O0nt 27, 2015 (Drat 12)
(b) Family Active v. Inactive Shareholders in Business (Oldest? Most capable? Divide equally?) i :ACGA Conference (Nov 34

Succession Planning with King Lear Successor waiting, as
)

Tnternational New ﬂnrk&inu hittp:yti msilaylyt and his three children Patriarch hangs on
BUSINESS DAY

Succession Feud Mars Legacy of Lotte
Group Founder

By REUTERS AUG.7,2015, 6:43 AM. EDT.

Forbes Media & Entertainment . .
THRHAL SRR L, ' Toesity Mazch &, 35|24 (IZIBS And Viacom's Sumner Redstone Denies
CORPORATE NEWS Succession Plans, Says He Will Never Retire
0 L] ] .
Suit Shows Media Clan Tensions
BY ALSTAIR MACDONALD
A lawsuit aimed at a member of
Canada’s Thomson !;mﬂy allmic e
rious governance s involvin =
oot agridbaropieta Companies &Markets
country’s richest family controls Terr
g i Succession pace quickens at Fox
Corp_ Rupert Murdoch moves sons i itions as Carcy r ional role
The lawsuit and sub:qunt
court filings describe years
itance squabbles and tensions over
safeguards on the family's wealt, BUSINESS & FINANCE.
offering a rare glimpse of its busi- ——— T T
s, Samsung Furthers Leadership Tlﬂﬂs‘“

etz iyt L
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KEY ADVANTAGE -- FAMILY AS LONG TERM SHARHOLDER
(1)Committed (2)Patient (3)Resilient (4)Engaged (5)Identifiable

<* IMC

Date: Oct 27, 2015 (Draft 12)
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Family, as Majority Shareholders with Own Money At Stake, Can Be Effective Monitors @ FMC

of Management, But Complex Mix of Family, Business And Ownership

Date: Oct 27,2015 (Draft 12)
File : ACGA Conference (Nov 3-4 K

Adam Smith (in Wealth of Nations):

The directors of such [joint-stock] companies, however,
being the managers rather of other people’s money than
of their own, it cannot well be expected, that they should
watch over it with the same anxious vigilance with which
the partners in a private co-partnery frequently watch
over their own.

Corporate Governance:
Effects on Firm Performance and Economic Growth

(OECD, 2009)

One of the issues that arises in this context is how do
policy makers develop reforms that do not
disenfranchise majority shareholders while at the
same time protect the interests of minority
shareholders

The challenging task facing policy makers is to design
corporate governance frameworks that secure the
benefits of large shareholders as effective monitors of
management whilst preventing them from extracting
excessive private benefits control.

Date: Oct 2, 2015 (DRAFT)
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Model of Family Businesses
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FAMILY BUSINESSES’ ADVANTAGE
— (i)Long Term (ii)Identifiable Owner (iii) Name etc.

<* IMC

Date: Oct 27, 2015 (Draft 12)

Laurence B. Fink
Chafrman and
Chigl Executive Olficor

BLACKROCK

55 East 52nd Strest
Haw Yark, 1Y 10035
Tel 212-810-5300
v blackrock com

March 31, 2015

Text of letter sent to Chairmen/CEQs asking them to focus on delivering long-term value

Crwer the past several years al BlackRock, we have engaged extensively with companies, clients, regulators
and others on the importance of taking a long-1erm approach 1o creating valuz. We have done so inresponse
to the acute praseure, growing with every quarter, for companies to meet chorl.lerm financial goals at the
expense of building long-lerm value  This pressure oniginates from a number of sources—the proliferation
of activist shareholders seeking immediate returns, the ever-increasing velocity of capital, a media landscape:
defined by the 24/7 news cyele and a shrinking atlention span, and public policy that fails to encourage truly
Iong-ferm investment

[some text are being omitted]

Itis critical, however, to undarstand that corporate leaders' duty of care and loyalty is not to every investor
of trader who owns their companies’ shares at any moment in time, but 1o the company and its long-t2rm
owners. Successiully fuliling that duly requires thal corporale leaders engage with a company's long-term
providers of capitad, thal they resist the pressure of short-lerm shareholders o extracl value from the
company if it would compromise value creation for long-term owners; and, maost impaortantly, thal they clearly
and effecively articulate then shrategy for sustainable long-term growth.  Corporate leaders and their
companies who follow this model can expect our support.

[some text are being omitted]

‘Yours sincerely,

Laurence D. Fink
Chairman & CEC

CREDIT SUISSE REPORT ON FAMILY BUSINESSES
(JULY 2015)

Trends and Challenges” September 2007, we highlighted a number
of strengths that characterize family businesses:

1) Long-term commitment of owners

2) Visible and identifiable ownership, in contrast to ownership by
numerous institutional investors

3) Track record of standing by their companies during hard times

4) Trademark names that continue to open doors in the business
community

5) Consistency in decision-making and business practice, thereby
lowering the business risks for external providers of capital

6) Better alignment of owner and management interests

To this, we would now add a number of characteristics that help to

elucidate why family businesses stand apart and why the return

profile is different to that of the broader corporate universe:

1) Desire to maintain control leads to more cautious and more
efficient management and strategies

2) Focus on value-added products and brand development, the
corollary of which is the negatives for family owners from public
failure

3) Focus on core activities means they are less acquisitive and growth
is organic

4) Investment intensity, be it R&D or broader capex, is lower but the
more limited compression to ROE suggests that investment and
R&D is more efficient.

5) Lower volatility in more broadly held companies

6) Value creation through superior cash flow return spreads and asset
growth

File : ACGA Conference (Nov 3-4 K

GOVERNANCE ISSUES : Widely Held v. Concentrated Ownership

Date: Oct 27,2015 (Draft 12)
File : ACGA Conference (Nov 3-4 K

GOVERNANCE ISSUES

WIDELY HELD COMPANIES

FAMILY AS CONCENTRATED
SHAREHOLDER

ISSUES — IF INDEPENDENT DIRECTOR OR
MINORITY SHAREHOLDER

Stakeholders Shareholder value + ESG Stakeholder, community roots, values driven Risk of family protecting its social status & jobs?
Family wants control (no dilution) over growth?

Time horizon Short term (quarterly) Longer term but (can be sentimental) Who is more likely to reinvest for the long term?

Strategy Focused but M&A & debt Conglomerate structure. Fiscally conservative Family companies often more prudent — a plus?

All family aligned? (eg., dividend v. re-invent)

(Mis) alignment with
shareholders

Not as committed/ perverse
incentive plans.
Other people’s money.

Family shareholder aligned with own money and
reputation at stake

How to avoid family having conflict of interest or
comingle between family and business?
Better if family is owner but not owner-manager?

Succession Planning

Standard practices

Nepotism, family politics, & 3 transitions
(ownership, generational, and management).

What is the family governance?
Is next generation interested, capable and ready?
Family open to outsiders (professionalize)?

Potential value leakage
from:

Principal -agent.
Excessive Executive Pay

Principal-principal. related party transactions,
tunneling, business = family’s ATM or social
security

Principal-principal problems are different from
principal-agent problems?
Better if family is owner but not owner-manager?

Board independence &
nomination

Loyal to management, proxy
access issues

Loyal to family, family nominates family and
friends

Is this less of an issue for family companies if family
is aligned as a shareholder?

Shareholder
engagement (who, free
rider, collective action)

Often disengaged. Who is
shareholder (proxy

service, investment chain,index

funds).

Family are identifiable owners with incentive to be
steward and monitor (family shareholder has no
free rider or collective action issues)

While dispersed is disengaged, family shareholder is
about appropriate engagement with the business?
Easier and better for management to engage with
identifiable owners, ie family shareholders? How
about for minority investors?

Control v share %’s

Dual class (eg Alibaba)

Pyramid structure, cross shareholding, dual class

Is entrenched owner-manager worse than manager?

Table agenda items

Management controls

Family controls

Which is worse, mgmt or family controls?
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