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Preamble

The Department of Disinvestment (“The Department”) was set up as a separate Department on 10 December 1999 and was later renamed as Ministry of Disinvestment from 6 September 2001. Effective from 27 May 2004, the Department of Disinvestment is one of the departments under the Ministry of Finance.

The Department is primarily responsible for all matters relating to disinvestment of Central Government equity from Central Public Sector Enterprises (CPSEs) and all matters relating to sale of Central Government equity through offer for sale or private placement in the CPSEs. 

The Department strives to promote people’s ownership of Central Public Sector Enterprises to share in their prosperity through disinvestment. 

The Department’s mission is to: 

1. List all profitable Central Public Sector Enterprises (CPSEs) on stock exchanges resulting in:

· Improvement in corporate governance

· Higher disclosure levels that bring about greater transparency and accountability

· Bringing market discipline

2. Facilitate unlocking the true value of the Central Public Sector Enterprises for all stakeholders – Investors, Employees, the Company and the Government.

As on 31 January 2011, there were about 50 Central Public Sector Enterprises (CPSEs) listed on the stock exchanges and they contributed about 23% of the total market capitalization. Also, CPSEs constitute 23.98% and 22.96% of the total market capitalization of companies listed at BSE and NSE respectively (as on 31 January 2011).

An important offshoot arising from the Department’s mandate of overseeing the disinvestment process is the Department’s endeavours that all CPSEs currently listed and CPSEs that may be listed going forward adopt and follow best practices in corporate governance and investor relations. The Department strongly believes that following best practices in corporate governance and investor relations will go a long way in enhancing the long-term sustainable value for stakeholders.

The Department proposes strengthening the framework of investor relations currently followed by CPSEs. The Department seeks to publish guidelines on best practices for investor relations to converge ideas and practices in this field. The Department is hopeful that the concerned CPSEs will find the guidelines useful and adopt the same in their true spirit. 

The Department recommends that the Central Public Sector Enterprises (CPSEs) be committed to providing timely, transparent, accurate and consistent information to the investors. 

The Department is aware that the listed companies already have a cell for Investor Services wherein investor grievances are dealt in compliance with Clause 47 of the Equity Listing Agreement of BSE/NSE. These services are extremely important to keep the existing investors happy. However, these guidelines on Investor Relations describe the principles and practices that CPSEs may apply in order to provide current and prospective investors with information necessary to make well-reasoned investment decisions about its debt and equity securities. As the name suggests these are only guidelines and in no way impinge on existing rules and regulations for listed companies.
Guidelines
I. Importance of investor relations function

Investor relation function is a strategic management function. The function is of utmost importance to:

· Clearly communicate the company’s values, business plan, strategy, risks, growth prospects, etc.

· Differentiate the company’s performance vis-à-vis competition. 

· Differentiate the company as leaders in compliance, disclosures, transparency and corporate governance.

· Communicate to the investing community, what makes the company unique for the investor to invest their money.

Investor relations serve as the bridge between the management and the investors. Investors and regulatory requirements today demand much greater transparency. Timely and accurate information is of utmost essence. Investors typically wish to access the following information:

1. Financial Performance

· Top-and bottom-line growth (on a consolidated and standalone basis)

· Segmental information

· Historical performance to assess future growth potential.

2. Corporate Strategy

· Management’s vision and insight on strategic initiatives on growth, expansion, diversification, positioning the company

· Long-term orientation on shareholder value

· Consistency

· Creativity and differentiation

· Alignment with market trends

3. The company dynamics

· How does the company make money?

· What is the logic behind the business model?

· What is the competitive edge?

· What are the long-term value drivers 

· What steps and strategies have been adopted or contemplated by the company to assess and mitigate risks?

4. Management Quality

· How well does management execute strategic plans?

· Management credibility and experience in the relevant sector

· Management’s ability to generate sustained earnings.

5. Corporate Governance

· Transparency regarding insider trading

· Performance-based remuneration

· Shareholder structure

· Regulatory compliance, Composition of the board and its committees.

· Regular Reporting and disclosure in accordance with applicable laws 

6. Investor Relations

· Transparency of financial information and disclosures

· Availability and openness towards investors community

· Equal importance to communicate good news as well as bad news

· Quantification of strategic objectives and goals

7. Operational Excellence

· Superiority in operations

· Seamless execution of business processes

· Customer satisfaction

· Market positioning

· Industrial reputation

A good investor relations function is absolutely necessary to communicate effectively with investors and to influence their perception on the company. Overall, the job of the IR function is to communicate clearly to investors the strategies behind their growth model and position the company as the 'must own’ investment for the investors. 

II. Constitution of an investor relations cell

The Department recommends that every CPSE constitute a suitable investor relation cell within the organization. The Department expects that the investor relations cell act as an intermediary between the Company, its investors and the larger financial community. The primary goal of the investor relations cell should be to create an awareness of the company’s strengths in the market through positive branding and timely communication.

The cornerstone of the Company's investor relations cell should be to ensure dissemination of information to all current and prospective shareholders. Some of the best practices in proactive investor communication: 

· Strive for accuracy and consistency in all communications. Information disseminated should be clear and concise.

· Information is disclosed to the investors promptly and in a timely manner. Provide all investors equal access to the information.

· Engage with investors frequently and on a continual basis at all times, be it calm or turbulent periods.

· Value the importance of dialogue with current and prospective investors.

In the course of its investor relations activities, the Companies are expected to comply with all applicable securities laws, rules and regulations. However, the Department recommends that, in addition to complying with the mandatory disclosures, the Company must adopt a proactive approach of voluntary supplemental disclosure covering broad areas of corporate strategy, business analysis, detailed competitive and financial data (projections or forward looking statements, growth analysis to be given with appropriate disclaimer), and other matters/metrics considered to have a potential impact on investment decisions by interested parties. 

The department hopes that through these activities, CPSEs will seek to build a strong and enduring positive relationship with the investment community.

III. Structure of the investor relations cell

The Department recommends that the Investor Relations Cell (IRC) be headed by a senior person who should be designated as Head-Investor Relations. It is desirable that such person has an overall view of the company operations and preferably with financial background. The Head-Investor Relations may have a small team to support IR activities. 

Since, the investor relations function combines various aspects of the organization, it is recommended that the investor relations officer report directly to the Chief Financial Officer (CFO) or to the Director (Finance). It is imperative that the investor relations officers have access to all requisite information and have direct access to all senior executives of the company. CPSEs may devise appropriate formal / informal mechanism of making the required information available to IRC officials, while ensuring that secrecy/confidentiality is not compromised.

IV. Commitment from senior management team
The Department expects the senior management of each of the CPSE to devote adequate time for investor relations function. The investment community expects direct access to the senior management. Senior management should spend time, be present and be involved mainly at – meetings with large institutional investors, presentations at investor conferences, and quarterly results conference calls. 

Quality time from senior management is one of the most important aspects of an investor’s analysis and is best evaluated during one-to-one meetings. Hence, senior management should set aside adequate time to meet with investors.

Further, the Department expects the senior management to attend and participate in at least two investor conferences in India and one investor conference abroad based on need.  The Department also expects the senior management to regularly meet with various institutional investors on one-on-one meetings or structured non-deal road shows.

V. Activities of the investor relations cell

The Department recommends that each investor relation cell perform the following activities:

1. Respond to requests from investors and analysts for information and data. Ensure that communications are honest, accurate and consistent. Further, the investor relations cell should endeavor to respond to investor queries within two working days from the time the query is received.

2. Set up periodic investor meetings with the senior management and brief the senior management appropriately. Further, organize site visits and campus tours for analysts / investors.

3. Organize an analyst meet at least once in a year and get the senior management to speak to analysts and prospective investors on the company, its strategy, operations, and other important aspects. Make sure that the senior management utilizes the analyst meet forum to set expectations right. Ensure senior management is briefed appropriately. It would be useful for the Government Nominee Director(s) to participate in this annual meet.
4. Arrange earnings release conference calls. Develop and implement investor materials and events including presentations, releases, fact sheets, investor events, conferences, and web events. Impress upon the senior management that frequent dialogue with investors enhances credibility and helps build trust.

5. Develop and implement competitive information which pertains to publicly reported financials, the press, ratings, and public comments. In doing so, provide senior management and investors with data related to peer group comparisons, the company position vis-à-vis its peers and the competition. Comparisons with peers must be confined to the extent of information available in the public domain
6. Track shareholder ownership and investor relation contacts with major and important shareholders. Also, track the share price performance of peers, indices, trading patterns (selling, buying), ownership mix (institutions, retail, insiders), and appraise the management at least once a month.

7. Track and analyze analyst’s reports and comments, research reports, models, estimates and projections. Also, track and share information related to competitive information with senior management.

8. Clearly communicate the corporate communication policy related to corporate calendar events, insider trading policy and silent periods with investors, analysts and external stakeholders.

9. Prepare and submit an annual report on the activities of the investor relations cell to the senior management.
10. Develop an appropriate feedback system that moderates and directs the information flow and communication between the management and investors. 

11. Enable analysts to initiate coverage of scrip. Help analysts on the buy side and fund managers on the sell side to understand the business model of the company and also validate their assumptions on need basis.

12. Create a data repository and build a suitable mechanism for flow of information from operational departments for preparation of briefs etc., to maintain consistency and factual accuracy of the information disseminated to analysts/investors.

13. Make sure that all the price-sensitive information is vetted and 
pre-approved by the senior management before the same is communicated to the public. IRO should be associated with preparation of the annual press brief that publishes the Company’s statement on earnings, its position, growth plans,, strategy and future business potential, etc. 

14. Ensure that all appropriate press releases and briefings are uploaded on the Company’s website promptly immediately after the information is disseminated to the stock exchanges.  

VI. Communication with financial analysts and investors 

The Department recommends that the Company designate the Chairman & Managing Director, Director (Finance) and the Investor Relations Officer as the official spokespersons to interact with financial analysts and investors. In specific circumstances, other spokespersons (e.g. board members), who have been given explicit authority to communicate with analysts and investors, may do so in the presence of designated spokespersons.

VII. Financial information timeline and dissemination of data

The Department recommends that all CPSEs publish their quarterly financial information as early as possible. Timely dissemination of data is as important as the accuracy of the data.

The financial information should be disseminated widely through a press release to all the media including electronic and print media. This should be followed up with an earnings call with research analysts and fund managers. The senior management personnel of the CPSEs should attend the call to answer questions raised by investors/analysts.

VIII. Silent periods

Silent periods are the periods prior to the publication of financial results during which no meetings and presentations with investors and financial analysts are held in-principle. 

In addition, during silent periods no other communication with analysts and investors should take place, unless such communication would relate to factual clarifications of previously disclosed information. 

The Department desires that the Company concerned decide on the length of the silent period. In general, it is advisable to commence the silent period 15 days prior to the date of the board meeting convened to consider the financial results and end the period at least 24 hours after the financial results are made public and filed with the stock exchanges as required under the listing agreements and applicable law.
IX. Maintaining the investors relations page on the corporate website

Corporate website has now become an important medium for external communication. The department recommends designing special “investor relations” sections in Company sites for continuous and enhanced communication with their investors.

Indicative contents of IR page

1. Company Information

This section may provide the Company overview, Strategy and Operations and Segmental information.  

2. Financial results and earnings release

This section may provide the latest announcements and presentations on the Company’s financial results, earnings press release and webcast, complete set of financial statements (income statement, balance sheet, cash flow statement and segment information on a consolidated and standalone basis), performance presentation and outlook, key performance indicators, and segmental results.

3. Shareholder Information

This section may provide the information on the Company’s Board of Directors & Management, Board Committees, Corporate Governance Practices, Annual & Quarterly Reports, Sustainability Reports, Code of Conduct for Board and Senior Management, Shareholders Meetings, Details of Corporate Actions (Stock and Cash Dividends/Bonus, Stock Splits, Record Dates etc), Share Price Information (both current and historical), FAQs, Global footprint etc.

4. Investors’ News

This section may provide for the latest Investor Relations press releases, announcements and news updates on the company’s financial performance and operations. It should also provide a facility for investors to sign up for automated news alerts. The section should also provide archives of the press releases issued by the Company, so as to enable investors to download the release as and when required.

5. Financial calendar

This section may provide the information on all the important dates of the corporate events and actions (past, current and upcoming) such as board meeting dates, silent period, etc.  

6. Investor Contact

This section may provide the contact information of key managerial personnel and of the Head-Investor Relations.

X. CONCLUSION

Investor Relations is a specialized activity.  Hence, matters relating to secretarial domain like share transfers/litigations, dividend queries, etc., should be handled by the Company Secretary’s Department as mandated by clause 47 of the Equity Listing Agreement.
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