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MESSAGE FROM THE CEO
 

The implications to the rest of the world of a US government shutdown could be manifold,

whether on equity or bond markets or on business confidence depending on whether it is

going to be protracted and confined to the US itself. The Asian markets seemed to have

absorbed it well as reflected by the muted market movements in the last few days. This

could be because investors believed that the shutdown would be short-lived and not too

different from that which occurred 17 years ago in 1996, when the US government closed

for 21 days and believe there is no reason a solution will not be arrived at again. 

However,  the mounting debt  issues and the  shutdown should  serve as  an important

lesson for us here and the need to be frugal in these uncertain times.

Still on the international front: China's launch of a free-trade zone in Shanghai has been received warmly by

international  investors.  Nevertheless,  it  still  remains  a  testing  ground  for  China's  free-market  policies.

However, there could be potentials for its trading partners such as Malaysia if things go well.   More so, with

the China’s President maiden visit here to promote bilateral economic cooperation and hence adding to the

depth of the capital market.

In our follow up regarding the new rules on voting in general meetings by way of poll introduced in Singapore,

we noted that at an AGM of one of our PLCs recently, the Chairman used his powers to call for a poll when

the vote by way of show of hands on a resolution for approval of directors’ fee was rejected by minority

shareholders. Reason for rejecting the resolution was because the company had made losses for 4 out of the

last 5 years.  Not surprisingly, the resolution was carried through by poll.

This  is  a  typical  example  showing  how minority  shareholders  could  easily  be  disenfranchised  by  major

shareholders having a controlling stake and voting by poll alone could side-step the many reasonable voices

of the minority.  To address such issues especially in Asian countries with bulky shareholding structures,

additional approval in terms of number could be included for substantive resolutions as a start.

Lastly, all eyes are on Budget 2014. Judging by the government’s early salvo at reducing fuel subsidies and

increasing its tobacco tax, we expect more fiscal reforms to be unveiled at the Budget on October 25.  Every

measure announced will surely be interpreted in the context of Malaysia’s fiscal position and credit outlook

which  looms  in  our  country’s  rear-view  mirror.  Anything  other  than  bold  reforms  such  as  on  subsidy

rationalisation, prudent spending and a wider tax base would be read as not addressing the issues.

Regards,
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Rita

MALAYSIA-ASEAN CORPORATE GOVERNANCE

REPORT 2012

We are pleased to inform that the Executive Summary of report on the findings of the Malaysia-ASEAN CG

Report 2012 and key CG Statistics 2012 are now available on our website.  The full report will be available by

next week under our Premium Subscriber Services for Institutional and Corporate Subscribers.   The hard

copy of this Report can be obtained at RM100 per copy.  Those interested, please place your order with Mr

Vinod at vinodth.ram@mswg.org.my 

 

MALAYSIA-ASEAN CORPORATE GOVERNANCE

REPORT 2013 - SAVE YOUR DATE!
MSWG will be announcing the results of the Malaysia-ASEAN CG 2013 in conjunction with our Annual CG

Award Ceremony on 12 December 2013.   More information will be provided by next week.

CEO IN THE NEWS

Banking resignations create concerns

http://www.btimes.com.my/Current_News/BTIMES/articles/rita/Article/

Bank perlu ada pelan penggantian bakat

http://www.smecorp.gov.my/vn2/node/737

MARKET AND REGULATORY UPDATE
The “sin” tax which had already been imposed prior to the Budget 2014 appeared to be to increase

government revenue and at the same time to disincentivise smoking.

MSWG’s COMMENTS:

Following this latest hike of “sin” tax which had already been passed to consumers through the increase in

the price of cigarettes, the government now needs to address the contraband market. This is because

hard-core consumers who still want to smoke would still purchase the cigarettes at cheaper rate through the

black marketeers. This will result in the proliferation of black marketeers and thus hurt the bottom line of

tobacco companies.

MSWG's QUICK TAKE ON CORPORATE

TRANSACTIONS

XIDELANG HOLDINGS LTD (“XDL”)

XDL announced on 30 September 2013 that the company proposed to undertake renounceable rights issue

of up to 322,665,266 new XDL shares (“Rights Share”) at an issue price of RM0.35 per Rights Share,

together with up to 241,998,950 free detachable warrants in XDL and an attached bonus issue of up to
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241,998,950 new XDL shares, on the basis of four (4) Rights Shares together with three (3) free Warrants

2013 and three (3) Bonus Shares for every twelve (12) existing XDL Shares (“Proposed Rights Issue”).

The major utilisation of the proceeds from the Rights Issue is for the construction of the second stage of the

XDL Group’s new design and production centre.

MSWG’s COMMENTS:

We had commented two weeks ago on China-based companies that they should be transparent and declare

consistent decent dividends to entice investors. And here we have a case where XDL is asking for more

funds from shareholders via Rights Issue while the company still has a huge cash balance of RM291.1 million

sitting in its books as at 30 June 2013?

Why the need to raise the extra Rights Issue while the company still has a huge idle cash of RM291.1 million

as at 30 June 2013?

In addition, the Rights Issue will also dilute the interest of shareholders markedly if they did not subscribe to

their entitled Rights Shares. Based on the announcement, we have done a back of the envelop a calculation

as shown below. We see a substantial dilute effect of approximately 45.5% on the shareholdings of

shareholders, who do not subscribe to the Rights Shares.

Basis for Rights Shares : 4

Basis for Bonus Shares : 3

Basis for Free Detachable Warrants : 3

Total of new XDL Shares issued for every

12 existing XDL Shares after Proposed

Rights Issue

:
= 4+3+3

= 10

Dilutive Effect (%)

 
:

= {1 – [12/(10+12)]} * 100%

= 45.45%
 

Our Calculation:

Assuming a scenario that a shareholder who is holding 1 million XDL shares and has no intention to

subscribe his entitled Rights Shares, his shareholding of 1.38% will be diluted by approximately 45.5% to only

0.75%. An illustration of the scenario is shown below:

Before the Proposed Rights Issue

No. of shares

held by the MI

No. of total issued

shares

Shareholding of

the MI (%)

1,000,000 72,599,685 1.38
 

Upon completion the Rights Issue

No. of shares

held by the MI

No. of enlarged

total issued

shares

Shareholding of

the MI (%)

1,000,000 96,799,580 1.03
 

Upon completion the Rights Issue and Bonus Issue

No. of shares

held by the MI

No. of enlarged

total issued

shares

Shareholding of

the MI (%)

1,000,000 114,949,501 0.87
 

Upon completion the Rights Issue and Bonus Issue

and full conversion of the Free Warrants

MSWG Weekly Newsletter for 04 October 2013 http://us2.campaign-archive2.com/?u=4a355ee54242dde846acc9c42&id...

3 of 6 10/5/2013 6:03 PM



No. of shares

held by the MI

No. of enlarged

total issued

shares

Shareholding of

the MI (%)

1,000,000 133,099,423 0.75

MSWG's WATCHLIST

IOI CORPORATION BERHAD (“IOI CORP”) / UNICO-DESA PLANTATIONS BERHAD (“UNICO-DESA”)

IOI Corp on 2 October 2013 announced that IOI Plantation Sdn Bhd (“IOI Plant”), a wholly-owned subsidiary

of IOI Corp acquired 339 million ordinary shares in Unico-Desa, representing approximately 39.55% of Unico-

Desa’s stakes, for a cash consideration of RM396.63 million, which is equivalent to RM1.17 per Unico-Desa

share (“Acquisition”).

Following the completion of the Acquisition, IOI Plant had served a notice of mandatory take-over offer on the

Board of Unico-Desa on the even date to acquire all the remaining Unico-Desa shares not already own by the

IOI Plant amounting to 518,110,000 Unico-Desa shares (excluding 2,890,000 treasury shares), at a cash offer

price of RM1.17 per offer share. 

 

PERWAJA HOLDINGS BERHAD (“PERWAJA”) / KINSTEEL BHD (“KINSTEEL”)

Perwaja and its parent company Kinsteel announced that they are enlisting the assistance of the Corporate

Debt Restructuring Committee in their negotiations with creditors. Both companies have 60 days from

September 26 to present a scheme.

Local News and Developments

Analyst: Budget 2014 to focus on balanced, sustainable growth

http://www.thestar.com.my/Business/Business-News/2013/09/24/Watershed-moment-for-Malaysia

-Analyst-Budget-2014-will-embark-on-bold-moves-to-ensure-sustainable-ba.aspx

 

Budget 2014: Quantum leaps in enhancements to current tax incentives necessary

http://www.thestar.com.my/Business/Business-News/2013/09/30/Budget-2014-walking-a-fine-line-Quantum-

leaps-in-enhancements-to-current-tax-incentives-necessary.aspx

Cigarette prices go up from today after 14% excise duty hike

http://www.thestar.com.my/News/Nation/2013/09/30/bat-malaysia-cigarette-price-hike.aspx

BAT calls 14% excise hike excessive, say prices will go up

http://www.thesundaily.my/news/842728

Global News and Developments
How a Debt-Ceiling Crisis Could Become a Financial Crisis

http://economix.blogs.nytimes.com/2013/09/30/how-a-debt-ceiling-crisis-could-become-a-financial-crisis/

Shutdown And Debt Ceiling Debate Prove U.S. Not Worthy Of AAA Credit Rating: S&P

http://www.forbes.com/sites/afontevecchia/2013/09/30/shutdown-and-debt-ceiling-debate-prove-

u-s-doesnt-deserve-aaa-credit-rating-sp/
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MSWG Analysts

Lya Rahman, General Manager, Corporate Services, lyarahman@mswg.org.my

Chong Chee Fern, General Manager, Corporate Monitoring chongcf@mswg.org.my

Rebecca Yap, Head, Corporate Monitoring rebecca.yap@mswg.org.my

Quah Ban Aik, Head, Corporate Monitoring banaik.quah@mswg.org.my

Ng Hoon Ho, Senior Manager, Corporate Monitoring nghh@mswg.org.my

Norhisam Sidek, Manager, Corporate Monitoring norhisam@mswg.org.my

Shahnul Niza Mohd Yusof, Manager, Research shahnul.niza@mswg.org.my

Lee Chee Meng, Manager, Corporate Monitoring cheemeng@mswg.org.my 

Wong Kin Wing, Senior Analyst, Corporate Monitoring, kinwing@mswg.org.my

Nor Khalidah Khalil, Analyst, Corporate Monitoring khalidah@mswg.org.my

Muhammad ‘Ammar Maslan, Analyst, Corporate Monitoring ammar@mswg.org.my

Vinodth Ram Ramasamy, Analyst, Corporate Monitoring vinodth.ram@mswg.org.my

Feedback
We welcome your feedback on our newsletter and our work. Email us at mswg.ceo@mswg.org.my with your

comments and suggestions.

DISCLOSURE OF INTERESTS·         

•           With regard to the companies mentioned, MSWG holds a minimum number of shares in all these

companies covered in  this newsletter save for Xidelang Holdings Ltd and Perwaja Holdings Berhad.

DISCLAIMER

This newsletter and the contents thereof and all rights relating thereto including all copyright is owned by the Badan

Pengawas Pemegang Saham Minoriti Berhad, also known as the Minority Shareholder Watchdog Group (MSWG).

The contents and the opinions expressed in this newsletter are based on information in the public domain and are

intended to provide the user with general information and for reference only. Best efforts have been made to ensure

that the information contained in this newsletter is accurate and current as at the date of publication. However,

MSWG makes no express or implied warranty as to the accuracy or completeness of any such information and

opinions contained in this newsletter. No information in this newsletter is intended to be or should be construed as a

recommendation to buy or sell or an invitation to subscribe for any, of the subject securities, related investments or

other financial instruments thereof.

MSWG must be acknowledged for any part of this newsletter which is reproduced.

MSWG bears no responsibility or liability for any reliance on any information or comments appearing herein or for

reproduction of the same by third parties. All readers or investors are advised to obtain legal or other professional

advice before taking any action based on this newsletter.

You are receiving this email because you opted-in at our website, subscribe to MSWG's services, or have indicated an interest in
staying informed of MSWG and its work.

Unsubscribe tamaraigurl28@gmail.com from this list | Forward to a friend
Our mailing address is:
Minority Shareholder Watchdog Group
Tingkat 11, Bangunan KWSP,
No. 3, Changkat Raja Chulan, Off Jalan Raja Chulan
Kuala Lumpur, Wilayah Persekutuan 50200
Malaysia

Add us to your address book
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