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Disclosure is the Linchpin of Corporate
Governance
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The Rules
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Asian Financial Crisis
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Source:Adapted from Nik Ramlah Mahmood, Options for Disclosure and Enforcement - A Malaysian'F esentation, OECD -

Indonesia Policy Dialogue, Disclosure of Beneficial Ownership and Control, October 201 |.



Costs of Disclosure & Reporting
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The Effect of Disclosure & Outside
Blockholders
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Source: Brav, Jiang, Thomas and Partnoy, Hedge Fund Activism, Corporate Governance, and Firm Performance



Listed Company
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Minority shareholder with
controlling multiple voting
rights

Direct Shareholder

Voting rights exceeding cash flow
rights

Separation between
economic risks and control

1 50.1%

Subsidiary of subsidiary of
ultimate beneficial owner

1 60%

Subsidiary of ultimate
beneficial owner

I 70%

Ultimate benefcial owner
- control with 21% of
cashflow rights in listed
company

Control Enhancing Mechanisms

I Pruchases shares as hedges

Short party (Investment

bank)
l. Fees
2. Interest
3. Making good for
decreasing stock
I.  Stock price price
increase
2. Dividends

Long party (Investor)

Cash-settled equity derivatives

“Hidden ownership” and
“empty voting” problems

Derivatives



Costs of stringent disclosure rules!
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Enforcement




AFM detects non-
compliance

Source: www.afm.nl
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Enforcement
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Ecosystem



Information Ecosystem
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BUSINESS

Foreign Supervisory ENVIRONMENT

Authorities/Securities
Commissions/Government
Agencies

Supervisory Agency/
Securities Commission

Government Agencies (tax
authorities, chambers of
commerce, etc.)

Central Securities Depository,
custodians, intermediaries



Project Wickenby
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Source: www.ato.gov.au

Government
Treasurer. Attorney-General, Minister of
Home Affairs, Assistant Treasurer, Minister
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