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MESSAGE FROM THE CEO
 

I am just back from the ICGN Conference held in New York and would be most delighted

to  share  with  all  some  insights  into  the  happenings  during  the  3-day  event.  The

Conference,  hosted  by  TIAA-CREF,  a  pension  fund  organisation  in  US,  which  is  an

annual affair witnessed the congregation of over 450 participants to brainstorm and share

their thoughts and ideas on various corporate governance issues.  Themed “Challenging

the Accepted Orthodoxy”, I would like to highlight in this newsletter, one specific issue,

which  is  quite  different  from  the  Malaysian’s  experience  and  most  of  the  other

Commonwealth nations i.e. the concept of “majority voting”.  For the readers’ information,

the practice of majority voting is an accepted norm and a right of shareholders in the

Commonwealth region, where in Malaysia particularly, the rule is that every new board member created by

casual vacancy, as well as, one-third of the Board, must retire and seek re-election at an AGM and must be

voted upon by shareholders by simple majority.  In US, however, this is not the case.  Board members are

voted upon at the AGM but the voting by shareholders is non-binding. The voting for many PLCs is done by

way of “plurality voting”, where a nominee director is elected or re-elected so long as he or she receives any

vote in his or her favour, even if 90% or more of shareholders vote against him or her. It seems that Boards

are not legally accountable to shareholders.

 

Indeed the Council for Institutional Investors (CII) in US is requesting for public support of its petition to NYSE

calling for majority voting on US boards as a standard. CII believes that the time has come for NYSE to

demonstrate meaningful investor voting rights and improved Board’s accountability by proposing the majority

voting standard and directors that do not receive the support of shareholders should resign from the Board.

The most significant benefit of majority-voting standard is its ability to impact corporate behaviour to align

policies consistent with long term shareholders especially in US where the shareholding structure is quite

dispersed and thus, more so the need for such a method to avoid entrenched positions on boards. 

 

Separately, we understand from media report that a group of shareholders calling themselves as Puncak

Niaga Minority Shareholders Watchdog Group had supported the huge compensation package of RM33.4

million paid to the Executive Chairman of Puncak Niaga as long as the shareholders get the dividend and are

happy with the performance of Puncak Niaga. This has created confusion among the public as we have

received calls and queries thinking that the abovementioned group was the same as MSWG or that we might

have been linked to the group. In view of this, we would like to state that MSWG is not in any way linked

to that group or associated to them nor do we lend support to their statements. Our view on the issue

in relation to Puncak Niaga is clearly stated in our newsletter dated 7 June 2013 as well as the questions that
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we raised at the last AGM. In this regard, we questioned and sought clarification and rationale on the high

remuneration paid to the Executive Chairman.

Regards,

Rita

MARKET AND REGULATORY UPDATES

Financial  Services Act 2013 (“FSA”) and Islamic Financial  Services Act 2013 (“IFSA”)

 

June 30 2013 marked an important event in the financial/banking landscape with the enforcement of the

Financial Services Act 2013 (“FSA”) and Islamic Financial Services Act 2013 (“IFSA”). The FSA and IFSA

amalgamate and replace several  separate conventional  and Islamic financial  sectors laws to govern the

financial  sector  under  a  single  legislative  framework  for  the  conventional  and  Islamic  financial  sectors

respectively, namely, the Banking and Financial Institutions Act 1989 (BAFIA), Islamic Banking Act 1983,

Insurance Act 1996 (IA),  Takaful  Act 1984, Payment Systems Act 2003 and Exchange Control Act 1953

which are repealed on the same date.

 

The  FSA  and  IFSA  provide  Bank  Negara  (“BN”)  with  the  regulatory  oversight  to  manage  the  current

economic environment given the regional and international financial developments with increased focus on

pre-emptive measures to address issues of concerns in the interest of depositors, policyholders and the

effective and efficient functioning of financial intermediations.

 

Key features of the new legislation include:

·       Greater clarity and transparency in the implementation and administration of the law;

·       A clear focus on Shariah compliance and governance in the Islamic financial sector;

·        Provisions for differentiated regulatory requirements that reflect the nature of financial intermediation

activities and their risks to the overall financial system;

·        Provisions to regulate financial  holding companies and non-regulated entities to take account  of

systemic risks that can emerge from the interaction between regulated and unregulated institutions, activities

and markets;

·        Strengthened  business  conduct  and  consumer  protection  requirements  to  promote  consumer

confidence in the use of financial services and products;

·       Strengthened provisions for effective and early enforcement and supervisory intervention.

 

Copies of the FSA and IFSA are available on Bank Negara Malaysia's website.

http://www.bnm.gov.my/index.php?ch=en_press&pg=en_press_all&ac=2837&lang=en

 

2nd Half 2013 Economic Outlook

(Source: Economic Research Report from Malaysian Rating Corporation Berhad)

 

Salient points:

·        No anticipation of a significant rebound in commodity prices as external headwinds have yet to fully

dissipate. Further deep corrections in prices may also not be likely for the rest of 2013.

·        While external demand is still hitting speed bumps, domestic forces remained relatively unperturbed

with investments and private consumption continuing to hold the fort for the economy.

·      Recent statistics, however, have indicated that the normalisation process is setting in. For instance, the

growth in imports of capital goods has softened to 1.4% in April (1Q2013: 12.8%) while passenger car sales
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have grown at a more moderate pace of 10.0% (1Q2013: 14.5%).

·        No anticipation of any surprises in Malaysia’s inflation landscape in the next six months and hence 

inflation target of 2% for 2013 is maintained.

·       While GDP growth may taper off in 1H2013, it may not be sufficient to induce policy makers to consider

lowering the policy rate.

·       The level of the real interest rate also matters as it will come under pressure if BNM decides to soften its

policy rate. Such a scenario will adversely affect savers, a situation which the government has always tried to

avoid in the past mainly because of political reasons. With all these considerations, the base line scenario of

the Overnight Policy Rate (OPR) at 3% for 2013 should be maintained.

 

For more details, click

http://www.marc.com.my/home/index.php?p=contents-item&id=713

MSWG QUICK TAKE ON ONGOING CORPORATE

TRANSACTIONS

ETI TECH CORP BERHAD (ETI Tech)

 

ETI Tech announced that it has not been able to issue its audited financial statements (AFS) for the financial

period ended Feb 28 by June 30, 2013.

According to the company, the reason for failing to issue the AFS within the relevant timeframe is due to

reclassification of assets in respect of the proposed disposal of an indirect wholly owned subsidiary.

The expected date of issuance the AFS is on or before 08 July 2013.

In the event that ETI Tech fails to issue the AFS within 5 market days from July 8, Bursa Securities shall

suspend trading the company’s securities on July 9. If the company fails to issue the AFS within 6 months

from the expiry of the relevant timeframe, de-listing shall be commenced against ETI Tech.

On June 29, Bursa publicly reprimanded the company for failing to make an immediate announcement in

respect of a default in credit facilities by its subsidiary, ETI Tech (M) Sdn Bhd.

 

MSWG’s COMMENTS:

 

This again is amongst several cases of PLCs in the past, having delays in the issue of financial statements. It

may be a cause for concern as timeliness in presentation of accounts is crucial. What could arise in the

minds of some is how the reclassification of assets could have caused the delay. If it is a case of some kind

of disagreements between the auditor and the company, we hope that it could be amicably ironed out quickly

in the interest of shareholders.

Obviously, another concern to shareholders is the default in credit facilities by its subsidiary, ETI Tech (M)

Sdn Bhd.

 

GLOBAL CARRIERS BERHAD (“GCB”)

The company has announced that it could not issue its annual report for the financial year ended 31

December 2012 by 30 June 2013 or on time.

According to the company, it was due to the delay in receiving the annual audited financial statements from

its auditor SJ Grant Thornton, which was received on 25 June 2013. Bursa Malaysia shall suspend trading in

the securities of the company on July 8 if the company fails to issue the outstanding annual report by July 5,
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2013.

In a separate filing, GCB put up a disclaimer by SJ Grant Thornton that stated it could not express an

opinion on the financial statements. SJ Grant Thornton claimed it was “unable to obtain sufficient appropriate

audit evidence regarding the ability of the company” to achieve sustainable and viable operations and to

generate adequate cash flows for its operating activities.

 

MSWG’s COMMENTS:

 

This is a case of not only delay in issuing the annual report but an external auditor’s disclaimer which serves

as a red flag to shareholders and potential investors.

The external auditor has also stated that should the going concern basis of preparing the financial statements

be no longer appropriate, adjustment would have to be made to reduce the value of all assets to their

estimated realisable values, and to provide further estimated liabilities that may arise, and to reclassify

property, plant and equipment and other non-current assets and non-current liabilities as current assets and

current liabilities respectively.

This would further reduce the net asset value of the company and certainly a real cause for concern.

 

MALAYSIA AIRPORTS HOLDINGS BERHAD (“MAHB”)

 

MAHB had on 18 June 2013 announced that based on the revised completion date by the contractors, MAHB

was targeting to open KLIA2 for operations on 2 May 2014. The Board of MAHB had previously on  29 May

2013 informed that MAHB would impose Liquidated Ascertained Damages (“LAD”) on the contractors and

any other recourse available to MAHB under the contract.

 

MSWG’s COMMENTS:

 

MAHB had through its letter dated 26 March 2013 replied our questions raised in the last AGM that there

would be no delay in completion and no cost overrun, and yet there was another delay to 2 May 2014.

Following this, we had again in our newsletter dated 31 May 2013 raised concerns on the delay and reasons

for such delay thus must be explained and what would be the recourse taken by MAHB. The shareholders

would take issue on any further delay and if compensation recovery from third parties is not obtained.

 

MSWG's WATCHLIST

KULIM (Malaysia) BERHAD (”Kulim”)

 

Kulim has proposed to acquire 30,009,621 ordinary shares in New Britain Palm Oil Limited (“NBPOL”),

representing 20% of NBPOL’s issued and paid-up share capital not owned by Kulim for a cash consideration

of approximately RM 812.3 million to be satisfied in cash. Kulim intends to finance this transaction from its

existing cash resources and borrowings. NBPOL is currently listed on the London Stock Exchange and the

Port Moresby Stock Exchange of Papua New Guinea (PNG) .

 

Prior to this acquisition, Kulim has 48.97% stake in NBPOL  and the  acquisition price which is  approximately

RM 27.07 per share represents a premium of 25.3% and 36.1% to the volume weighted price of NBPOL’s

share price on the London Stock Exchange during the last 30 and 60 trading days respectively.

 

NBPOL is an integrated industrial producer of sustainable palm oil in Australasia. It has 78,000 hectares of

planted oil palm, a further 10,000 hectares under preparation for oil palm, over 7,700 hectares of sugar cane,

12 oil mills, and two refineries, one in PNG and one in Liverpool, UK.
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Local News and Developments

Massive outflow of funds from region unlikely

http://www.thestar.com.my/Business/Business-News/2013/07/03/Massive

-outflow-of-funds-from-region-unlikely.aspx

 

Joint Information Note on the Issuance and Subscription of Ringgit and Foreign Currency-Denominated

Sukuk and Bonds in Malaysia

http://www.sc.com.my/eng/html/resources/guidelines/bondmkt/JointInfoNo

te_foreigncurrencybonds_010713.pdf

 

http://www.themalaysianreserve.com

Global News and Developments

New Bank of England governor starts work amid high expectations

http://www.foxnews.com/world/2013/07/01/new-bank-england-governor-

starts-work-amid-high-expectations/

Thai government reverses rice price cut

http://www.thestar.com.my/Business/Business-News/2013/07/02/Thai

-government-reverses-rice-price-cut.aspx

Singapore takes further steps to cool property market

http://www.reuters.com/article/2013/06/30/singapore-property-idUSL3

N0F60IE20130630

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
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companies covered in this newsletter save for Eti-Tech Corp. Berhad and Global Carriers 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 << Test Email Address >> 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

Copyright (C) 2013 Minority Shareholder Watchdog Group All rights reserved.
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