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“[Co*rdlmrate governance . . . involves a set of relationships between a
company’s management, its board, its shareholders and other
stakeholders. Corporate governance also provides the structure
through which the objectives of the company are set, and the means
of attaining those objectives and monitoring performance are
determined.”

m OECD Principles, Preamble

* X *

“Corporate governance comprehends that structure of relationships
and corresponding responsibilities among a core group consisting of
shareholders, [supervisory] board members and managers designed
to best foster the competitive performance required to achieve the

corporation's primary objective.”
m Millstein Report to OECD, p. 13
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Adoption of corporate governance guidelines and codes

W Corporate governance guidelines M Corporate governance codes
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Should we have a common

European Directive on
Corporate Governance ?




Balance of Power -
old wine In the new skin ?

+

Neither — nor, but a conseguence of:

m Historical

m FEconomical
m Cultural

development of capital markets for listed
companies.




Legislative history:

Fconomic crisis: 1882/1884: 1899/1800; 1926/1831: 2001/ 2002 ENRON ; 2008 Lehman Ernthers

GERMANY POLAND AUSTRIA [inkl. KRAKOW

1861: ADHGE: Board System ADHGE: Board System 1862/1863: ADHGE: Board System
1884:B. Directorsv. Supenvisory B. | Two-Tire-Borad-Strukture

1500: HGE Actio prosaio, 1856: AktRB.Directors v.Supenvsory B.
Leoal Entity: Gierkev. Savieny | GIERKE:CorporatePerson | SAVIGNY: Lezal Fiction Theory

1931: NatarVQ

1925: Stakeholder Interest

Rechnungsrevisoren | Direktionsrat|

1637 AktG, BilanzR, Public Interest

1934 Palish Commerce Codex

1638 like GermanAktG, BilanzR

1565: AktG, Fushrerprinzip

2001 Polish Company Code

1565 like German AKG,

2002: (& Guidelines /Codes

2002 (6 Guidelines | Codss

2002 (& Guidelines | Codes



m Should
membership of

oard of Directors | |
be separated from )43 i
the membership of g2 chaimanahd
Supervisory Board?

Praktken auf dem Prufstand
Goldman kommt ins Grubeln |

Blankfein will bleiben

D Aktondre kecen mid o&r Bankfuhrung. Set Aufiormmen der Vorsarfe 2 der Kurs um en knappes Vierted gefallen
irofle Antedseigner wie de Invesiorenlegence Warmen Buffett haben Elanicein owar den Rucken gestarkt doch gibd
&5 ancerersets Juch ersie Schacenersaz-Klagen. Coge Meden spekuberen berets uber de Ablosung Dlankfens,
ancere Jber de Trernung der Amiter des geschafisfUhrencen Frmenchefs und des beaufschtigenden
Vermaungsratsche’s

Adresse;
hitp: e n-tv dedwirtschaft Goldman-komet-ns-Gruebein-arbcle 002344 Mmi I



Distribution of SE according to corporate
governance structure

= The number of Member States
where a majonty of companies §
have opted either for the one-tier @
or the two-tier corporate
governance structure is
balanced: 12 countries for the
one fier-structure and 8
countries for the two-tier
structure

9-1

» More than 60% of the SEs have
opted for a two-tier structure,
only 37% if the SEsinthe Czech _
Republic are excluded :

= InMember States which were
only familiar with the two-tier
system, the one-fier system has
met m% Corporate Governance Structure per Member State " 4-5

Until15 April 2009 | Onetier | Twotier B Oneand Twotier One tier- Two tier




Does the ownership
matter at all?

m how the economical factors are
affecting the board’s performance?

m how the rule of law affects the
board’s performance?




Various factors affecting \-f\

CG systems:

+

ONYAVASR A=
e market culture

e market-oriented short-term

strategy
e more reliance on equity
e stock exchange relatively large

e relatively less influence of
controlling shareholder(s)

e dispersed ownership —
free rider problem

Eastern Europe

e consensus culture

e network-oriented long-term
strategy

e more reliance on debt
e stock exchange relatively small

e relatively more influence of
controlling shareholder(s)

e blockholders ownership —
strategic problem
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I'm doing 'God's work'. Meet Mr Goldman
Sachs

The Sumdlay ' Tonnes gains umprecedentod aocess to the ssorbd™s mmosost posserfaal, ad
meoest secretve. onvestimoent bhank
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it"s the site of thheae bast Ccash-rmakmg maciharne that global
capitaism has ewver produced,. amd, some say. a poitical force
mmoere Deoraeeartul thaam goweaermmeants. 1T e peeeopkes wwiho ok beaebharmd
the brass—-tmm glass doors make meore Mmooy thhan somee
cowntres do. T hey are thhee rammakers” raimmakers.,. thee beggest
= owl g dkcks in the finamncial i
'I:I"Illll';:?"l._ 'I:Eielr anmu.al revenues Oulma“
their profits are in the billions_ v aqu
among themsebres. Average p -
30,000 staff is expected to e m“"'s m“
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political posts im the US amnd be
thway “rmule thee world™ . Moamib-er £
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B Financial

H Strategic

% Government
B Family/private
¥ Mixed

Groups of CEE companies according to their major shareholders
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Performance of CEE companies according to their shareholding structure groups



SHARE OWNERSHIP STRUCTURE
Poland 2010

Foreign Investors
42%

Public Sector
Individual Investors/
Households

1‘
12%

companies/ organisat. -

Private Non-Financial
6%

Private Financial
enterprises
26%



SHARE OWNERSHIP STRUCTURE
Hungary 2010

Individual Investors/ o w1 eactor
Households
3%
4%

Private Non-Financial
companies/ organisat.
11%

Private Financial
enterprises
10%

Foreign Investors
72%



SHARE OWNERSHIP STRUCTURE
Lithuania 2007

Public Sector
26%

Forelgn Investors
35%

Individual Investors/
Households
16%
Private FInanclal
enterprises
4%
Private Non-FInanclal

companles/ organlsat.
19%



i[h-.'mrﬁhip Structures and Investment Performance in Central and

Eastern Europe

Denniy O Mueller® and Evgeni Peev®®

R VADYBA: Mld. 15 ECONDAMICS AND MANAGH

OWNERSHIP STRUCTURE IN CEE COMPANIES AND
ITS INFLUENCE ON STOCK PERFOERMANCE

Julia Bistrova', Natalja Lace’

“Riga Techmical Untversiy, Lanvia, fulfa_gi@ambox iv
“Riga Techmical Unnversity, Lania, nataja. lacei@riu b
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. Financial charactenstics of CEE compamies according to their shareholding structure



Ownership of the markets:

DOMESTIC AND FOREIGH INVESTORS 2007

W Domestic W Foreign Mot Identified

100%

80%

G0%

40%

20%

0% -



Conclusion:

+

m In Eastern European Corporations
ownership structure adds value to
financial performance of the company
and helps to balance the excess of
management power.




+

m How the rule of law affects the

board’s performance?




Relation between company and
shareholders affect something In

the ,nature of a constitutional
division of powers” as between the
shareholders (in general meeting)
and the board.




ABSOLUTORIUM
+

~ZApproval of board performance”
has a large definition and includes:
m discharge from liability

m open the way for removal the existing
directors




Conclusion:

+

m The exercising of governance right

by shareholders Is important
Instrument to limit the power of
the Board of Directors and
effective way of providing
accountability.




+

Specialized risk committee at
board level

Versus

specialisation of the board
members?




“*Be careful’! All vou can tell me is “be careful’2”




+

m \What kind of information?

m Who Is going to design the
remuneration ?

m Who Is responsible?




+

mRemuneration policy ...




Type of variable remuneration components in EU - per country

Annual bonus

plan

Stock option

Porformance
share plan

Deferral plan
with matching

Matching
plan

Phantom share
plan

Phantom stock
option plan

Bolgium
Bulgaria
Denmark
Estonia
Finland
France
Germany
Groaco
Hungary
Ireland

Italy
Luxembourg
Netherlands
Poland
Portugal
Spain
Sweden

UK

Total

13

e R X RN -]

['= S P T [ —Y

= = == = = = == = =

[= I o T 5 Y o TR o |

—_ e O O O oo o o o O O o O O O 09—

s T e T e T s T P T o TR s T e T e TR e T e

[

=T =T = T = T

=T = R - T — T — T — T

o T O T e T e S



Loi—

RB on the proposal for a directive of the European Parhament and of the Council

- amending Directives 200648 EC and 200649 EC as regards capital
_m — requirements for the trading book and for re-secunfizations. and the
EUROPEAN PARLIAMENT supervisory review of remuneration policies

(COM{2009%0362 — C7-0096/2009 — 2002/0099(COD0Y)

Committee o
Ammrarrdemr o

ba) Peymenr of af lease 0 % of the bonus
shonld be deferred for an appropriare
period. Payvmenr of ar feasr half of the
deferred parry aof thhe bormnus shold be made
rr shrares or share-limked tnsorumenrsrs af
Hre credif IS fIcorn oF Irrvesimerrd farem,
subrecr fo the Tegal svrucrmwre of the
rrrsfefierrorr or firm concerned. I che case
af mon-lrsted credrr imsAfrNnRoens or

rrrvesem eret firms, the payvmenr shonld,
where appropriare, be mmade in orher nomn-
cash msrrumenrs. The primciple of
propoerrronality 1s af greal timperrarnces i
rfras cornrexy, stnce i mray rmor always be
appropriare o apply these regurrameanrs ro
srall credir imsnrenorns and rrvesim ens
frreers_




+

mMaybe: 6 x average salary ?




Conclusion:

+

m Proper checks and balances,
management functions, transparency
and risk control and active shareholders’
Involvement in decision-making

m Ethical and moral behaviour: less greed,
less bonuses but more responsibility




+

m Thank you for your attention!




