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INTERACTING WITH THE BOARD ON VALUE CREATION

The panelists
 Vânia Maria da Costa Borgerth - Deputy Managing Director for the 

Controlling Division, BNDES – Brazilian Development Bank

 Paul W. Chan - President, Malaysian Alliance of Corporate Directors 

 Jean-Luc Barlet - MAZARS Chief Compliance Officer, Moderator

Our main objectives in this panel
 Assess the progress made in the interaction in the Board and in its 

Committees, on Non Financial Information and KPIs driving the 
policies on the most material issues 
 Consider the increasing and collective role of the Board, in the 

assessment of the value creation by the management, 
of course for the part that is reflected in the financial statements 
(audited), 
but also the CSR dimension (often subject to assurance report), 
and most importantly in the other domains
 Explore the investor view, on how they consider this interaction and 

collective thinking of the Management and the Board together on 
value creation in their investment decision
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IN GOD WE TRUST, OTHERS MUST PROVIDE DATA

Key Findings of 2018 Research Report by Board Agenda and Mazars:
 Three-quarters (73%) of European business leaders believe that ignoring sustainability 

will affect their company’s ability to create long-term value

 An identical 73% believe their current reporting approach delivers a comprehensive 
picture of their sustainability actions to investors and other stakeholders

 59% claim their board has a clear understanding of the risks and opportunities of 
sustainability

 More than half (53%) say their board sees a solid business case for sustainability, while a 
similar number (57%) say they aim to meet their obligations

 30% say that everyone on the board has a good understanding of sustainability, with 40% 
claiming there are enough board members with the right knowledge levels, but 12% say 
board members struggle

 One-third (32%) do not manage sustainability separately, while a quarter (24%) say it 
rests with the CEO; one-fifth (21%) have a head of sustainability who reports to the CEO

 One in five (17%) have a dedicated board-level sustainability committee, while two out of 
five (41%) do not have a separate function within the board with oversight of sustainability, 
with a similar number saying it rests with another board-level committee.

 One-third agree that sustainability measures are an integral part of the performance 
measures and compensation of executive members of the board, but half disagree
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(Attributed to Pathology Professor Edwin R. Fisher, 1978)

Source: Board Agenda – Leadership in Corporate Responsibility – European Report 2018
Research Report by Board Agenda and Mazars, in association with INSEAD Corporate Governance Centre
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INTERACTING WITH THE BOARD ON VALUE CREATION

For Anthony Carey, head of board practice in the UK, Mazars:

 The result of the survey are positive and insightful. They demonstrate 
that boards have sustainability front and centre in their minds as a key 
strategic consideration and they recognize that it has a very significant 
impact on their companies’ ability to create long-term value. 
 It seems equally clear, however, that more work is needed by boards 

to make sure that they have the infrastructure in place within their 
businesses and in the boardroom to drive reliable and useful non 
financial reporting, and to manage their long-term sustainable 
performance effectively.

 A gap seems to exist between the extent to which boards recognise 
that sustainability is a critical business issue, and their effectiveness in 
measuring and managing it. 
 To close this gap, many boards need to address how they can 

enhance boardroom expertise in - and focus on - sustainability issues 
as a matter of priority, in order to strengthen the likely long-term value 
of their businesses and reduce the risks of unexpected shocks.
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Source: OCEAN TOMO LLC, January,1,2015

Intangible Assets Dominate Market Value

Presenter
Presentation Notes
The Standard & Poor’s stock market index of the top 500 publically traded American companies. 

This graph demonstrates that:

In the 1970’s 80% of a company’s market value could be traced through to the tangible assets in the financial statements.
Today, under 20% of a company’s market value can be accounted for by its financial and physical assets. 

Other factors, such as relationships, intellectual and human capital, make up an increasing proportion of a company’s value.  

<IR> enables the clear and concise communication of value creation,  allowing investors to evaluate how all relevant capitals that a business uses and affects are incorporated.

The IIRC is not trying to monetize everything (which is a common misperception), but rather is trying to ensure investors have the information they need to assess the ability of an organization to create value over time. 
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Source: OCEAN TOMO LLC, January,1,2015

Intangible Value as a % of Market Value

Presenter
Presentation Notes
The Standard & Poor’s stock market index of the top 500 publically traded American companies. 

This graph demonstrates that:

In the 1970’s 80% of a company’s market value could be traced through to the tangible assets in the financial statements.
Today, under 20% of a company’s market value can be accounted for by its financial and physical assets. 

Other factors, such as relationships, intellectual and human capital, make up an increasing proportion of a company’s value.  

<IR> enables the clear and concise communication of value creation,  allowing investors to evaluate how all relevant capitals that a business uses and affects are incorporated.

The IIRC is not trying to monetize everything (which is a common misperception), but rather is trying to ensure investors have the information they need to assess the ability of an organization to create value over time. 
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Prof Baruch Lev, NYU

Assoc Prof Feng Gu
University of Buffalo

Key Findings
• Relevance of Accounting Information is Fast Shrinking
• In the ‘70s/80s, 80-90% of Company’s Value was Tangibles 

Assets; today, < 40%
• Statistically, Relative Contribution of Various Information 

Sources Investors Use to Value Securities/Companies:
o 28.4% Identified Sources: 18.8% Management 

Forecast/Guidance; 6.2% Analysts’ Forecasts; 3.4% 
Earnings Announcements/Filings

o 71.6% Multiple Unidentified Sources: Media Reports, 
Industry Insights/Intelligence, Government Statistics, etc.

• Only 3.4% of Total Information Investors Use in their 
Decisions comes from Financial Reports 

• Three (3) Reasons for Information Collapse:
a) The Dominance of Intangibles (Accounting Stuck in the 

Industrial Age)
b) Accounting Based on Estimates/Forecasts, Not Facts
c) Both Transactions and Events Create Value but 

Accounting Only Reflects the Transactions
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Valuation of Uber
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Ridesharing’s Biggest Players

31 August 31 2018
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Anthony Tan and 
Hoo Ling Tan 
started Grab with 
$25,000 in prize 
money from a 
business school 
pitch contest.

April 1, 2019

Southeast Asia’s most 
valuable unicorn 

Projected Market Valuation: $14 Billion (~RM58 Bil)

Raised $8.6 billion in Venture Funding from:
• Soft Bank Group, Japan
• Toyota Motor, Japan
• Didi Chuxing,Chinese Ride-Hailing Giant, China
• Microsoft, USA
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5-Year IPO Trend in Bursa Malaysia
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Source: Yahoo Finance/CB Insights and 
Equidate. Airbnb data as of March 2017.

All other data as of July 12, 2016.
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1.Swiss Garden Hotel – closing down March 31, 
2019 for renovation

2.Royale Bintang Bukit Bintang – up for sale. 
Closing down March 31, 2019

3.W Hotel Kuala Lumpur – up for sale.
4.Sheraton Petaling Jaya – up for sale
5.Grand Season Hotel – closed down
6.Holiday Inn Glenmarie – rumored may close too
7.KL Journal – up for sale
8.Pullman Putrajaya – closing down for renovation
9.Travelogue Hotel, 3 Stars aka Geo Hotel
10.Ibis Hotel, 3 Stars

11. Renaissance Hotel, 5 Stars
12. Holiday Inn Express, 3.5 Stars
13. G Tower, 5 Stars
14. TRX 5 Stars Hotel, 4 Stars
15. Four Points by Sheraton, 4 Stars
16. Verdant Hill Hotel
17. Maya Hotel, Jln Ampang
18. Four Season Mall, High End Mall, Robinson as Anchor Tenant
19. Colonial Beach & Spa Resort, 4 Stars
20. Hotel Sentral Group (10 properties)

Royale Chulan Bukit Bintang Hotel
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“We Didn’t Do Anything Wrong, 
But Somehow, We Lost” 

Last Speech by Nokia’s CEO, Stephen Elop

Lessons Learned:

• Yesterday’s advantage will be 
replaced by trends of tomorrow. 
You don’t have to do anything 
wrong; as long as competitors 
catch the wave and do it 
RIGHT, you can lose out and 
fail.

• Those who refuse to learn and 
improve, will definitely one day 
become redundant and 
irrelevant to the industry. They 
will learn the lesson in a hard 
and expensive way
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Top 5 Most Important Board 
Improvement Areas

NACD Building the Strategic-Asset Board 2016
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Strategy 4.0

Technology
4.0

Operations 4.0

Finance 4.0

Governance 4.0: Impact on 
Board Governance of Big Data 
Created by Social, Mobile, 
Cloud, AI, Machine-Learning, 
IoT, Blockchain Revolution 

Strategy 4.0: Broad Strategic Understanding 
of Investments & Assets, Redefining Capitals 

Finance 4.0: Shift Focus 
from Retroactive Data to 
Real-Time, Emerging, 
Expansive, Social, 
Mobile, Cloud, Big Data 

Operations 4.0: Not merely 
Re-engineer but Reinvent 
the Corporation 

Technology 4.0: Enables Board to 
Understand Implications & 
Possibilities of Today’s Technology

Governance
4.0
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Canada

United States

United Kingdom

Switzerland

Brazil

Hong Kong

Thailand

Malaysia Singapore

New Zealand

Mauritius

Southern Africa

Gulf 
Cooperation 

Council

Pakistan

Germany

Russian Federation

21 GNDI Members:
• 19-Nations
• 2 Economic Groups
• >134,000 Members

4 ASEAN Members:
• Malaysia (MACD)
• Thailand (TIOD)
• Singapore (SID)
• Philippines (ICD)

Philippines

Updated: 20 June 2018

Founded: 12/12/12 The Global Network of Director Institutes (GNDI) is an international
collaboration that shares expertise in directorship and corporate
governance. GNDI collectively represents more than 134,000
individual directors and governance professionals.

2012: Australia, Canada, NZ, 
South Africa, UK, USA, Brazil, 
Malaysia

2017: Israel, Argentina 

2013: Thailand, European Union

2014: Singapore, Hong Kong, 
Mauritius

2015: Switzerland, Pakistan, 
Gulf Cooperation Council

2016: Germany, Philippines, 
Russian Federation

Argentina

Israel

http://www.macd.org.my/index.html


E N T E R P R I S E  •  I N T E G R I T Y  •  S U S T A I N A B I L I T Y

A Member of

Information Classification: General
38



E N T E R P R I S E  •  I N T E G R I T Y  •  S U S T A I N A B I L I T Y

A Member of

Information Classification: General
39

• Ensure strategic thinking is focusing on value creation and that leaders 
from the board down understand the relationship between tangibles and the 
ability to create and sustain value

• Create some initial calculations of how important “intangible capital” 
already is for your company.  Organizations such as Smarter Companies 
provide tools for help

• Start accepting the reality that financial for regulatory compliance is 
overemphasized as highly relevant for investors.  The investment 
community, including analysts, already include much more information with 
its valuations

• Research some of the organizations that provide information about 
“intangible capitals”

• Expand thinking on risk management and internal controls to fully 
embrace the critical role that ALL intangible play in contributing to strategic 
capability, organizational value, and value creation

So What Do We Do Now?
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Multi-Capital Strategies to Integrated Value Creation
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Judge Prof Mervyn King   Linda de Beer
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The Corporate Reporting Framework, 
as we know it, is on the Verge of a 

Significant Paradigm Shift 
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