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Bank balance sheet:
Investors perspective

CAFRAL Programme on Strategic Management of Bank’s Balance Sheet



Buy and sell vs rating stability
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What information do investors want?

General

. Company Profile
—  Branch Network
— Business model and strategy
—  Market share

— Employee count and productivity per
For Investors employee

. Discussions
* Profitability / Growth

— NIM
— RoA
— RoE

— Growth in advances, deposits,
clients

— Earnings guidance
—  Economic forecasts and threats
— Household income and demographics

* Funding Mix
— CASA
— Borrowing Mix
* Efficiency
—  Cost/Income ratio
— Operating expenses
—  Cost/average assets
* Growth drivers

— Otherincome / fee income
—  Securitization

Regulation ]

— Trading / treasury profits

For Creditors

* Credit Quality

Capital adequacy ratio (CAR)
Gross and net NPAs
Provision coverage
Unsecured retail loans
Restructured loans

Rating of advances
Concentration of slippages

* Exposure details

Retail vs Corporate breakup

Composition of retail loans —
auto/housing/education/credit
cards etc.

Composition of corporate loans
— SME/Mid-corporates/Large
corporates

Industry/sector —wise advances
Exposure to credit derivatives




Regulation

Supervisory Framework
Major regulatory requirements
— Capital adequacy
— Migration to Basel Il
— NPL and NPL recognition
— Large exposures and exposure to equity
— Liquidity management
Regulation of interest rate
Corporate governance
— Money laundering
Regulatory action
— Prompt corrective action
— Early warning system
Disclosures and accounting standards
Valuation methodologies
Tax regime

Do corporates
have it easy ?




What information is being provided?

Financials ICICI | Axis | PNB | DHFL | HDFC | BOB :aD:I((: BYaE:k STFC | SBI ;::k

Profitability

NIM v v v v v v v v v v v

RoA v v v v v v v v v v v

RoE v v v v v v v v v v v
Funding mix

CASA v v v NA NA 4 v v NA v v

Borrowing Mix v v v X v v v v v v v
Efficiency

Cost/income v v v X v v v v v v v

Operating expenses v v v X v v v v v v v

Cost/average assets v X X X X X X X X X X
Growth drivers

Fee income v v v v v v v v X v v

Securitization v v X X X X X X X X

Trading/treasury profits X v X X X




What information is being provided?

Credit Profile

ICICI

Axis

PNB

DHFL

HDFC

BOB

HDFC
Bank

YES
Bank

STFC

SBI

Fed.
Bank

Credit Quality

Capital adequacy ratio (CAR)

Gross and net NPAs

Provision coverage

Unsecured retail loans

Restructured loans

Rating of advances

Concentration of slippages
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Exposure details

Retail vs Corporate breakup

Composition of retail loans —
auto/housing/education/cred
it cards etc.

NA

Composition of corporate
loans — SME/Mid-
corporates/Large corporates

NA

Industry/sector —wise
advances

Exposure to credit derivatives

NA




What information is being provided?

L

Qualitative
ICICI | Axis | PNB | DHFL | HDFC | BOB I;aD:I((: BYaE:k STFC | SBI ;::k
Company Profile
Branch Network v v v X v v v v v v v
Business model and strategy X v X v X v v v v X v
Market share v v v X X X X X v X X
Employee count and v x x v v v v v v v x
productivity per employee
Discussion
Earnings guidance v X X v X v X X X
Economic forecasts and v v x v v X v X v X x
threats
Household income and v v x v v X v X v X x
demographics
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Should you give guidance?

Yes No 1. Tempts managers to pursue
short-term targets instead
of taking a long-term view

2. Missing a guidance target
pulls the stock down and
thus results in loss for

1.Short-term focus

1. Brings transparency

investors
2. Reduces stock volatility 2-'mpact of .
forecastmg error 3. Puts too much strain on
3. The management is in the 2.Reduction in corr:panv reso'urces t'ct))l
best position to predict the volatility 3.Resource Strain :C Ie;/e TR
company performance and argets
hence can give better 3.Accurate 4 Condir: 4 F i dustrv with t
estimates than analysts prediction ' ond,'t'of’a"ty & - roran INFUStry With 100
Subjectivity much linkage to external

factors (like laws,
regulations, raw materials,
exchange rate, interest rate
etc), the management
guidance becomes too
conditional and subjective
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ITIAS occupies a niche space as a ‘proxy-advisor’

Who we are

* lIAS, India’s most respected ‘proxy advisory’ firm, advises institutional investors on voting on share-
holder resolutions

* We help investors make value-creating decisions, and translate these decisions into portfolio
performance

» We provide participants in the Indian market with independent opinions, research and data on
corporate governance issues — by providing voting recommendations on shareholder resolutions at
AGMs, EGMs, CCMs and Postal Ballots.

»  We cover 300 companies: SENSEX, NIFTY, BSE200, CNX200, NIFTY Midcap, F+O, Institutional
holding > 30%, and plan to increase coverage to BSE 500 companies.

Quick Facts

» |IAS has been set up in equity participation with reputed institutions including Bombay Stock
Exchange, Axis Bank, Fitch Group, HDFC, ICICI Prudential Life Insurance and Tata Investment
Corporation.

» |IAS was incorporated in the year 2010 and commenced operations in 3Q11

+ We are led by a strong leadership team with an average experience of over 30 years in industry and
finance
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Voting Advisory: Objective analysis, well defined criteria

Proxy Report: AGMs, s an “ — || - -
" nsncinl Performance [Standalone, i Pertarmanee
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s
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Category: Board Appointments

. Evaluation parameters and e et
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Voting recommendations and detailed analysis

Listing of the agenda

Evaluation parameters, risk

analysis
Applicable regulations snapshot

Detailed discussion of
resolutions, peer analysis and

industry trends
lIAS desirable practice

Voting recommendations
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Woting Advicory

Resolution 7: Approwe ne mnd r

of Arun Sxwhney 1iAS Recommendation: AGAINST

1185 Evmhmtion Parsmeters for Mansgerisl Remunerstion

Parameter Besult  RiskLewel  Defails

15 the remuneration for premoter of non-gromoter? ?n:‘ln::-mr Lo Refer tabiz 3

I there a significant hike in remunemtion from previows term/year? Tes High Refer tabde 3

I5 the remuneration commensurete with the srowthin :rul‘i‘l:.'n::rutiun..s? Hao High Aefar chart 1

Is the proposed resolution open-ended? Yes Moderate  Aefer tatie 5

I£ thare & compoment of performieRce-linked pay in the proposed salsry® Ho High Rafer tabie 3

Is the pemuneraticn in lire with mdustry geers? Ho High A=fer tabis &
Doz the person have the requiste quadtictions? Yes Low flefer Oir Profile

Hasz the compsny disclosed A clesr remunsration paliog to the

!
sharsholdars? Ha Wcdereis

1185 Recommendation  BGEAINST

Sowre: Gompany Filmgs UAS Reseoros
Disoussion

Arum Sawhinay is the MD and CEO- of Ranbaxy since 2008, In the previous AGM, sharhoiders had spproved the
sppointment snd remunerston of Arun Sewheey for 2 period of 3 years with effect from Aumust 2010. The company is
mgEin seeiing charehocider spproval toospooint M. Sawhney &5 MD and CEOQ for @ petiod of five years and fin his
remuneration for @ period of three years with effect from & Jspoary 2002, The proposed remunerstion sesic =
sigrificant hike fram his previoos sapointment & detaiied in the tabis Delow:

Tabie 5: Appontment tarms

Terms & Conditions [in Rs. mnj Propossd Appol Aows App Actual ticn
[znmuai] {2011 AGM) 2010 AGh) {im 2081}
Basic Salsry [minimuwm) 1332 103 2t
Alowances and Perguisites 3438 Z6.3

Imcentive Pay S0.00 1] ]
Retention Bomas® 11.00 a o
Commission 1% of met prafits 1% G’!'r-‘.‘tpml‘.:'l.'l ]
Mimimum remunerstion in case of

nilfinsdequate profit e i =
Retiral benefits Amaunt not spedfied Amount not spedfisg 3
Stock Options Amaount not spedfied Amaount not speafied ia
Totsl is11 a7 54.3

TRetaron Corus Of AS.33 Min 00 bm pald AFar 3 year. AMcaint has Dean SGjUStas on ANNLR) Dass

Soarre: MAS reregmh

The total remunerstion would incresse by simast & tmes from his previods sppomtmient This figure is excisding
commissions, which he did not receive inst yesr orscoownt of the Sasses reported oy the company. More details on the
remunerstion of Arun Sswhney viz. compsny performance snd inoustry Deers is orovided below:

Z My 2012
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| Papge



Comments on company
performance including:

« Financial indicators
» Operational indicators

Discussion on break up of
revenue contribution to
company:

« By industry

« By geography

« By service line

Brief on reasons for change in
profitability of the company
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In-depth analysis and comments on overall performance of the company

Vating Adwieary

Dizrussion

The company contricutes roughly 10% ta the totel revenues of the Tata Group end its
market capialization is 37.3% of the tatal market capitalization of the 31 list=d entities of
the Tats Group jas on 14 June 2042}

Finan<ial indicators: The consolidated rewenues of TCS increased by 31% to As.
4285 bm in FY 11 In constamt currency terms, revends growth was 23.0%.
Erowth in PET was 26.3%. PAT increased by 14.E% 1o As. 104.1 Dn. The growth in
FAT was substantally lower than the growth in PET berause of the expiry of
kolicay for Software Techrology Fark (STP) units on 35 &erch 2041, This fed to an
effective e rabe of 24.4% for FY 42 &5 sgainst 16.6% in FY 11. In FY1Z, the
company crossed £ 10 bR in revenses, becoming the first Indian 1T company to
achiewe this distinction,

Operational indicators: The company acded 141 customers this financial year,
taking its actve customer base to 1076, Aepeat business conbiouted 384 % to
totmi revenues, up from 97.8% for Pl The company recewed 32.68% of i
revenues from Fime & meterisl’ comtracks, ss against 30.6% in FYLil. The
remainder of the revenues aconued from ‘Fined price B tme’ contracts.

Employes indicators: verage employee wiization was 74.4%, cown from T76.2%
in i1, Total employes expenses {including oversezs slowsnces and payments
For services rencered Oy business associsbes) increased by 31.9%. The increase as
8 peroentsge of revenue was marginad (0.2 percentage points] — sttributsbie to
the siightly lower utitzation. The company’s owerall stirition rate feil from 14.4%
in FY1l to 12.2% im FYiZ. The total number of empioyess as of 34 March 2012
wias 238 383

Busipess Segmerts

The company canssders ‘industry” as s primany segment and ‘geograghy’ as s s=oondary
segment. Industry refers to the industry of its clients. The contrisistion of esch segment
to the totel revenues (Rs. 4853 ba| is 25 fokows:

By indestry: The revenus breakun sccording to industry verticals is as foliows—
1] Bamking, Finarcial Services and Insurance {EFSI): 43.1%.
2] Teiecom, Media mnd Entertzinment [TME): 12.7%
3] Retail & Consumer Packaged zoods (CPS): 12.2%
4] Marufacturing: 7.8%
3] Others (- life Soences and Healthoere, - Enesgy, Resources and Utiities, -
Travel, Transportation and Bospitaiity, - Hi-ech, - Others) 24.2%
By grography: The revenuss breakup sccording to geagraphy i as fobows:
1] Horth Amenics: 33.3%

2] U132k
3] Continentsl Surops: 10.1%
4] indin: B.8%

3] Asia Pacific; 7.5%
E] Others (Latin America, Middle East and Africal: 5.2%

Ey service line: The revenue bresfiop scconding o serdce lines is as follows:
1] Applcetion Development and Maintenance (ADM): 24.2%
2] Enterprize Solutions {ES| 11.1%

3] Business Process Cutscurcng {EPC) 11.0%

4] IT Infrastrscture: Senvices [T =] 10.1%

3] Aszumnce Sendces: 7.3%

€] Engineering and Industrial Services [EE]: 3.5%
71 Busiress Intzligence Bl 2.6%

E] AszetLeversgedSciutions mnd Consufting: 5.4%

10 iy 2012

Tean CoRsultancy Sendces 4|Fm




In-depth analysis and comments on company’s board structure

* Brief on structure of board R~ — P e T

including: ; E:_ i e .
- director classification :Eﬁ E: :-.:_:_E-:" E ;'; ;’I
« other memberships T %ﬂ%i - =
- tenure on board, R :::m E u “
+ occupation, T e E

« compensation, [ e e

u Woleg Advisory
Tabsla 3. Procoaed &ppoinisents = 185 Checklhe

* % of attendance etc.

Prof C.M.

*  Detailed discussion and IIAS Compaihii ot Wt it i
. . ILAE Dt (il Miation et bl el pminghad. Mim)-Exiyu live ez iten | r:\::ﬂll-'lﬂ"l

commentary on directors being T - ; ; s E
(re)appointed. i . —1—

Quil Meabon ** @ F F J r

"R of ofie dhactsry bokd g et option w e 10 W J00T
1 4 "o e Do Frofils pection



IIAS website: http://iias.in

* Forthcoming shareholder
meetings:

15

BSE/NSE Scrip IDs

Date of meeting

Name of company
Shareholding meeting type
Full text of resolution

IIAS Recommendations

Outcome of the
shareholder meetings.

L

Subscrbe £/

B INSTITUTIONAL

IIAS INVESTOR

ADVISORY SERVICES

Home  Aboutus  Media

Debate & Disguss

Notices, Outcomes and [TAS Recommendations

Company Hame
From Data

To Date

|UNITDSFR MCDOW

UNITE

TORN

TATASTI

Bl SBIN
SPICEIET

SKF SKFINDIA
SIEMENS STEMENS-EQ
SIEMENS SIEMENS-EQ

SHIVVANT SHIV-VA

N EEE
2
2

Meeting Type

Institutional EYE  Contact us

: SelectType -

Recommendations : [

Qutcome i

NITED SPIRITS LTD
UNITED PHOSPHORUS LTD
LUNITED BREWERIES LTD
TORRENT POWER LTD
TATASTEELLTD
STATE BANK OF INDIA
SPICEIET LTD
SKF INDIA LTD
SIEMENS LTD
SIEMENS LTD

SHIV-VANI OIL & GAS EXPLORATION
SERVICES LTD

20 Jan 2012 Eal

13 Mar 2012 Postal Ballot
21 Dec 2011 AGM
14 Mar 2012 Postal Ballot
03 Apr2012 Postal Ballot
19 Mar 2012 EaM

04 Apr 2012 Postal Ballot
17 Apr 2012 AGM

13 Feb 2012 oo
31 Jan 2012 AGH

17 Apr 2012 Postal Ballot

EF

E


http://iias.in/

Institutional EYE

« Topical comments

« Commentary across companies
« Objective analysis

* Research with impact
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Owning your cake and cating it too
Resolution to re-appoint Sunil Bharts Mittal

Bharti Ainel has sought to re-appoint Sunil Bharti Mittal as its managing, director for a father period of five years

Regarding his compensation. it is proposed that the HR Committes of the board shall decide on Mr. Mittal's remuneration. within the

Blog
Institutional EYE
4 Augus 2011

Following

. o fixed Compensation, masin
+ o performance linked b
- perquisites, that shall not exe

As regards minimm remmeration.
profits are inadequate, the company
subject to Schedule X1 of the comp

Basod on the resolution it is difficult
-least as much as he received

compensaiion can be as high as R ]
The HR Remuneration comumittee, w)
Lord Evan Mervyn Davies

ajan Bharti Miftal (- his brother)
Tikesh Arom
M Hui Weng Cheang
They will alsa be approving his anm

Given the wery wide Tange within wi
the HR Commitice reconumend the of

sl the method of arriving o this nud

Warryingly this also is an *onibus
resolution been proposed? |ooking

rosolution. he is s0on 56t to be the hif
salary cheque.

Other than the Lack of clanity regard
nature of the resolution: this is Tar ol
mid cap compnies wnd those under
investons.

Second, 1o take a call for the next fi
brave And this leads to the third is
Should the amaunt be voied every v
periadicity of such resoluions. com]

Bharti = not alone in handing its cwi
Tonger happy just owning the cake, U

amit tandonziiag in

IIAS is an advisory firm dedi
opinions, research and data of
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Everonn needs you Dr Irani

Blog

Institutional EYE

11 September 2011

Recently, Everonn Ed

director Padmanabhan Kisho
widely reported that the bribe
income. With its founder beh
valug in three trading session
investors woes, within three
leading to further erosion in

As the law does not distingui
comes to determining penal

be thinking that any CEQ wh
cooked his books. As there 15
1o dive in, So Dr Irani will by
this is set to change under thy
non-executive directors; give
directors risk being harassed
of Everonn’s sharcholders?

At this stage let me digress,

Basham learned that Solomo
trying to comer the governm
purchase more treasury bond
department was that when th
Gutfreund, Solomon’s CEO,
enough to want to shut down
Solomon, met with treasury

Chairman for a while 1o help
290 million for stepping ove
enough to be sold to Travell

Closer both home and time,
Ministry of Corporate Affairs
which was tasked with diggil
the company bleeding emplo
much credibility imto Satyam
was able to find a buyer.

B INSTITUTIONAL
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Institutional EYE
19 August 2011

Piramal Healthcare: What's the NAV ?
The feeble share price performance suggests Piramal needs to be more open

about its strategy. If it is not going to remain in the healtheare sector it has to
return cash to its investors.

Those putting money in Piramal Healtheare Ltd (PHL) (PIRAMALHE/PIRLIFE)
invested in a healthcare company. The company’s business was steadily built by
Piramal acquiring the Indian business of multinational drug companies, and selling
an ever wider range of produets. in a rapidly growing domestic market.

In September 2010, the company sold its formulations business to Abbot
Laboratories for Rs 177 billion (U8bn). Just before this sale, Piramal had exited its
diagnostics business for INR 6 bn (US$ 128 mn). In FY 10, the formulations
business had sales of INR 19.7 bn. and the diagnostics business reported sales of
about Rs 2 bn.

The Board chose to do a “slump sale” of the formulations business — rather than
demerging. and selling shares. This could well be because Abbot wanted the entire
formulations business and not just a part (- albeit a majority). Had it demerged the
business and allotted shares in the demerged business to existing sharcholders,
these sharcholders would have had the choice of whether or not to tender in their
shares to Abbot; those selling could have cash in their pockets. This would also
have been more tax efficient - creating more value for sharcholders. Given the
transaction structure, cash stayed with the company - under the company
managements” direct control.

Last week PHL announced buying a minority stake in Vodafone Essar (- a telecom
company). PHL may have been promised an undisclosed fixed return on exit or
through an [PO or both, but there is absolutely no disclosure regarding this aspect
in any of its filings. Recent newspaper reports have hinted that the company
intends buying minority stakes in a number of companies, its annual report
mentions that it will take a deep dive into financial services and reality.

This strategy reflects the managements’ innate confidence in its ability to continue
to spot winners and exit current and [uture businesses at benchmark valuations — in
a sense no different from *Midas™ touch that PE funds claim they possess, But what




Other products

Governance scores

Governance index
Valuation services
Bespoke research
Vote aggregation

* Regulatory filings
» Voting criterion development

Snapshot of Governance Score criteria

S.No

23

24
25
26
27

28

29
30
31
32

33
34

35

Type Of
Resolution
ORDINARY

ORDINARY
SPECIAL
SPECIAL
SPECIAL
SPECIAL

SPECIAL
ORDINARY
SPECIAL
SPECIAL
SPECIAL

SPECIAL
SPECIAL

17

Resolution Category

Issue of Securities

Issue of Securities
Issue of Securities
Issue of Securities
Issue of Securities
Issue of Securities

Issue of Securities
Issue of Securities
Issue of Securities
Issue of Securities
Issue of Securities

Issue of Securities
Issue of Securities

Resolution Sub-Category Score

To approve increase in the authorised capital and alteration of memorandum of

association >

To alter the Memorandum of Association (for increase in authorised share capital) 5

To alter the Articles of Association (for increase in authorised share capital) 5
Approve issue of equity shares or warrants on preferential basis ‘-
Approve issue FCCBs (with or without green shoe option) ‘-
Issue of Equity Shares and other convertible securities through Qualified Institutional 5
placement

To issue convertible securities

Approve borrowing of funds through ECBs (External Commercial Borrowings)

Approve modification to Employee Stock Option Scheme (ESOS)

Authorise Board to grant ESOS to permanent employees

Authorise Board to grant ESOS to directors and employees of holding and subsidiary
company

Issue of convertible warrants on preferential basis to one of the promoters

issue of shares with differential voting rights as to voting or dividend or other wise under
sub-clause (ii) of clause (a) of section 86




Contact us

Institutional Investor Advisory
Services India Limited

15t Floor, West Wing,
PJ Tower,

Dalal Street,

Fort, Mumbai 400 001

T +91(0) 22 22721570 - 3 s
F +91(0) 22 2272 1574 LSS

E solutions@iias.in
W iias.in s

Your vote has a vake

TIAS & an advisory frm dedicated to providng particoants i the Indan market with
ndependent opnions, research and data on corporate govemnance isues.

It helps nvestors make vaie-creating decsions, and the transation of these decsons

nto portfolo performance.
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* )] lrani Committee Report

¥ Kumar Mangalam Commitee
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* Companies Act, 1956

*. Mty of Coporate Affas

Notices, Outcomes and 11AS Recommendations
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Bharat Petroleum Corporation Ltd, 5012
Neko Limted %012
A Trnsformers Lnted B2
Unted Sprks Limted )12
Roht Ferro-Tech Limted 19)n12
Automotive Stampings & Assembles Ltd,  19Jan 12
Suaj Damonds & Jewelery Ltd, 18012

Helping investors translate value-creating decisions into portfolio

performance
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