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FOREWORD

The year 2014 was the third year that the
Minority Shareholder Watchdog Group (MSWG)
had adopted the ASEAN Corporate Governance
(CG) Scorecard which was based on the
Organisation for Economic Co-operation and
Development Principles of Corporate Governance
and other international best practices. The
assessment covered 873 companies, representing
96 per cent of the companies listed on Bursa
Malaysia Stock Exchange.

With its focus on global best practices and
principles in corporate governance, the Scorecard
went beyond the current domestic standards and
legislative requirements. It provided an important
benchmark for companies. At the same time,
investors can use the scores to measure the
corporate governance standards of companies
against the standards that are common and
understood.

The assessment had provided the market players
with vital information on Malaysian Public Listed
Companies (PLCs) based on public disclosures as at
31 July 2014. It also served regulators and
corporate governance proponents with useful data
points for corporate governance policy reforms.

Given the current fast changing global economy,
volatile commodities and financial markets, the
valuable feature of the Scorecard - its ability to
highlight areas of strengths and weaknesses through
itsfindings - had assisted directors and management
to better steer their companies forward.
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It is noted that Malaysian PLCs have generally
improved in all the key corporate governance
metrics over the years up to 2014. For 2014, the
areas that required more focus would be the
disclosure of annual general meeting minutes. In
addition, the area that needed improvement was
the female participation at board levels.

Environment, Social and Governance has become
increasingly important and we continued to
emphasise in this area of governance in the latest
edition of the assessment especially on
sustainability, with 21 parameters in the
Scorecard.

Our belief is that with the steadfast adherence of
the ASEAN Corporate Governance Scorecard in
both form and substance will help in the
sustainable performance of the company. Thus,
we hope that all market players will continue
their effort in improving the standards of
corporate governance practices which would
enhance Malaysia as a destination of choice for
long term investors.

I would like to take this opportunity to thank the
Securities Commission and the Capital Market
Development Fund for their continued support in
this project throughout the years.

I would also like to place on record my
appreciation to all those who had contributed in
this project such as assessors, adjudication
committee and staff of MSWG.

RITA BENOY BUSHON
Chief Executive Officer
Minority Shareholder Watchdog Group
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COMMENTARY AND
HIGHLIGHT OF FINDINGS

Many happenings over the last two decades had changed the Corporate
Governance (CG) landscape to what it is today. Several proactive measures
were taken to ensure that our capital market remained resilient and had a
solid foundation. Over the last three years, four key CG initiatives were
undertaken.

The Capital Market Masterplan 2 themed “Growth with Governance”
was launched in 2011 which outlined the key strategies for the
development of the Malaysian Capital Market for the next 10 years until
year 2021. The Corporate Governance Blueprint 2011 followed suit
which provided recommendations to raise the CG standards in Malaysia
taking into consideration the changing CG landscape not just in the
region, but global developments as well.

A revised version of the Malaysian Code on Corporate Governance was
released in 2012 which set out higher expectations of CG practices, thus
provided a headstart to Malaysian PLCs in line with the aspirations of
the ASEAN CG standards. In June 2014, the Malaysian Code for
Institutional Investors, another deliverable of the CG Blueprint was
launched.

The joint launch of the Malaysian Code for Institutional Investors by the
Securities Commission and MSWG marked a significant milestone in
Malaysia’s CG landscape as well as in the ASEAN region as Malaysia
embarked on the initiative to promote greater leadership in governance
and responsible ownership by institutional investors. The initiative,
spearheaded by MSWG together with major institutional investors in
Malaysia aimed to provide a documented base guidance to the
institutional investors on effective exercise of stewardship responsibilities
with the ultimate aim of delivery of sustainable value to the clients or
beneficiaries.
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The ASEAN Corporate Governance Scorecard - one of the initiatives
under the ASEAN Capital Markets Forum to drive capital market
integration in the region - aims to benchmark the region’s corporate
governance frameworks based on international best practices. It also
targets to drive the countries in the region to play a meaningful role in
the establishment of international norms and best practices.

As ASEAN moves ahead to achieve convergence by 2015 and beyond,
the Scorecard has and will continue to provide useful trend analysis of
corporate governance performance of companies from the region.

At the ASEAN level, Malaysian Public Listed Companies (PLCs)
continued to show improvement and retained its 2nd Ranking among
the six ASEAN countries that participated in the ASEAN CG Scorecard
initiatives for two consecutive years, 2012 and 2013. Under the ASEAN
assessment, top 100 Malaysian companies according to the market
capitalisation were assessed and in 2013, Malaysian PLCs scored top in
Part C : Role of Stakeholders.

This year marks the third year that MSWG has adopted the ASEAN CG
Scorecard as a key metric to assess Malaysian PLCs and their compliance
with best practices and principles in corporate governance, The ASEAN
CG Scorecard to assess Malaysian PLCs is based on accessible public
disclosures ranging from annual reports to minutes of shareholders’
meetings and companies websites.

Companies were assessed under two (2) levels - Level 1 consisting of 179
parameters in accordance with the Organisation for Economic Co-operation
and Development Principles of Corporate Governance and 30 bonus and
penalty items under Level 2.

For 2014, a total of 873 PLCs were assessed.
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HIGHLIGHT OF FINDINGS

(i) Average Score of Top 100 PLCs

The average score of the top 100 Malaysian FIGURE 1
companies in 2014 climbed to 76.82 points from Average MCG Score of Top 100 PLCs
75.99 points in 2013 (see Figure 1). This showed

that companies continued to improve their

corporate governance disclosures and practices in 78 76.82
compliance with higher and stricter standards. 76 - 75.99
The average score had markedly improved from
2009, when the MSWG Malaysia Corporate 74 -
Governance Index Scorecard was used. 221
(ii) Trend on Average Base Score from 70 |- (620
2009 - 2014 68 - 6690
66.00
The average base score of all 873 companies 66 - 64.40
assessed was 60.23 points, slightly lower than 64 i
61.59 points a year ago when 862 companies were
assessed (Table 1). The reasons could be that there 62
were more parameters in the ESG & Sustainability
areas where many smaller companies did not 60 -
have such practices and thus, the average score 58
was reduced. 2009 2010 2011 2012 2013 2014

TABLE 1
Trend on Average Base Score from 2009-2014

2009 2010 2011 2012 2013 2014

No. of Companies Assessed 899 898 820 500 862 873
Average Base Score 52.00 55.60 57.50 56.70 61.59 60.23
Maximum Base Score 82.10 88.70 92.80 91.49 104.12 104.47
Minimum Base Score 22.00 29.20 31.80 35.00 39.91 39.02

FIGURE 2 Figure 2 shows that 83% of the 873
Overall CG Scores of All PLCs (by band) companies assessed in 2014 were

within the 50 to 79.99 points range

400 362 w2014 compared to 86% in 2013. However, in
350 315 oo 3 2014 companies that had scores above
300 2013 90 points had increased from 12
250 companies in 2013 to 17 companies in
200 2014. 17 or 4% of companies had
150 491 11 scores within the points range of
100 85 76 80-89.99 compared to 20 companies in

50 l l 17 20 17 o 2013. Companies that had scores

0 — — below 50 points had increased to 111

<50  50-5999 60-6999 70-7999 80-8999 290 compared to 85 in 2013.
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(iii) Voting of Resolutions

Only 27 companies or 3% conducted poll voting as opposed to voting by show of hands for all
resolutions in 2014 compared to the previous year of 22 companies or 2.6%.

Companies are encouraged to conduct poll vote on all resolutions in line with one-share-one-vote
principle. Companies in Malaysia conduct mandatory poll voting on major disposals and related party
transactions. The Malaysian Code of Corporate Governance encourages companies to conduct poll
voting on other substantive resolutions such as general mandate to issue shares (Section 132D), share
buy-backs and recurrent related party transactions.

To facilitate more efficient conduct of poll voting, companies are encouraged to use electronic voting.

It is encouraged that companies conduct poll voting as opposed to voting by show of hands as it would
be in line with the principle one-share-one-vote. However, this method could disenfranchise the
minority shareholders where there exists major shareholders owning substantial stake beyond 50%
which is prevalent in Malaysia. In such cases, it could render minority shareholders unnecessary.
Thus, it is recommended when in such cases, number and value of votes should be taken into
consideration and both must be more than 50% for the vote to go through.

Only 11 companies had appointed independent scrutineers to count or validate the votes at the general
meetings in 2014 compared to 6 companies in 2013. Companies generally use their own company
personnel in the vote counting process especially voting through show of hands. Nor do the
companies use independent validators. In many instances, the vote counting and validation were done
by the Chairmen. It is highly encouraged that companies use independent scrutineers to oversee the
process.

In 2014, there were 33 companies compared to 15 companies in 2013 that showed greater level of
disclosures in their voting processes as they have disclosed the approving, dissenting as well as those
that abstained from voting for each agenda item in their voting results. This was the transparency level
on voting as espoused in the ASEAN CG Scorecard. The practice by most of the Malaysian PLCs was to
only disclose the approving and dissenting votes without the abstention.

763 companies included resolutions in their disclosures of the outcome of their most recent AGMs.
Under the Listing Requirements, companies are required to announce the outcome within 24 hours.

(iv) AGM Minutes/Memorandum & Articles of Association

There was a marginal increase in the number of companies that published their Memorandum &
Articles of Association (M & A) on their corporate websites totaling 29 compared to 22 companies in
2013. It is important for companies to facilitate their shareholders to know their rights which are
disclosed in the M & A. Thus it is highly encouraged that companies upload their M&A document on
the websites.

Even though it is relatively low compared to the regional peers, it is heartening to note that more
companies have now published their AGM minutes numbering 30 companies compared to only 7
companies in 2013. The trend of companies disclosing their AGM minutes since 2012 is shown in Figure 3.
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Almost all companies organised their most
recent AGM in an easy to reach location.
Choosing meeting locations that are easily
accessible are important to enhance
shareholders’ participation. This would mean
reasonably cheap public transport availability 3%
to the venue. In other cases, specific

arrangements of transportation were made for

shareholders to attend especially if the

meetings were held in the estates or factories.

FIGURE 3

Trend Showing Companies that Published their
AGM Minutes Over the Three Years, 2012 - 2014

It is expected that the salient matters discussed 1%

during the meeting are disclosed in the minutes

of the company meetings as well as matters

such as the attendance of directors and the 0.2%
reasons for not being able to attend. The
explanations on the rights of shareholders as
well as the opportunity to raise questions and
the answers given to the points raised should
also be made known. An important information that is expected would be the voting results both in
terms of the number and the proportion voting for and against the resolution. It is encouraged that the
abstention too be made known.

2014 2013 2012

Out of the 30 companies that published their AGM minutes, 25 companies showed that shareholders
were given the opportunities to raise issues with 17 companies recorded the questions and answers
raised at their AGMs.

MSWG had attended the AGMs of 300 companies that it monitored. All the companies presented the
questions raised by MSWG and the responses were to a large proportion using the multi-media
presentation. This showed that companies had voluntarily explained and extended their presentations
on the company matters to all minority shareholders to provide better understanding to all those
present.

(v) Internal Audit Function

All companies assessed in 2014 had a separate internal audit (IA) function. This function provides a
crucial line of defence to the shareholders and when applied well can be an effective deterrent of
corporate governance transgressions and fraud.

The IA function is critical in terms of detecting violation early and in Malaysia, it is mandatory that
companies disclose the annual internal audit costs.

The average annual cost for all PLCs for their internal audit was RM570,000 while that of the top 100
PLCs was RM3.4 million. The amount as an average appeared to be reasonable. PLCs must take internal
audit as an important function in the overall company management and sufficient financial resources
must be devoted to this function.

However, there were several companies that viewed this function as a low-priority area evidenced
from the low internal audit costs. Some were at ranges that appeared not reasonable when compared to
the size and complexity of its operations.
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(vi) Risk Oversight

One of the most important roles of the Board of Directors is the oversight role in risk management.

707 companies or 81% of the 873 companies assessed in 2014 had disclosed the risk management
procedures that had been put in place while 179 companies unveiled how key risks were managed.

To encourage Boards to establish a separate risk management committee dedicated to oversee risks at
the board level with its own separate terms of reference, the Scorecard accorded bonus points for such
practice which was introduced in 2014. There were 83 companies out of 873 companies which had
established such a committee.

(vii) Dividend Policy

Dividends together with capital gains are the returns to shareholders for investing in the company. The
prospects of getting dividend returns as well as capital appreciation are the main drivers minority
shareholders invest in a company. Having a dividend policy can provide some clarity for minority
shareholders on the company’s actions towards surplus earnings and how it manages them as well as
adding a layer of discipline. Thus, more disclosures in this area are expected.

During the year, 323 out of 873 companies declared dividends, while 66 had declared their dividend
policies with 27 companies providing explanations of their dividend policies in their notice of
AGM/Circular. The Scorecard accords points for companies that have the notes in the company
resolution document or notice or at least have a link to the reference in the annual report.

(viii) Whistle-Blowing Policy

In 2014, 13% or 116 out of 873 companies assessed disclosed details of their whistle-blowing policies.

Without the protection of a formal whistle-blowing policy, employees are unable to freely
communicate their concerns about illegal or unethical practices of the company. Having a clear
whistle-blowing policy can address unethical behaviour in companies.

In this respect, 230 companies had procedures to deal with complaints by employees on any illegal or
unethical conduct compared to 211 companies in 2013.

More companies ought to adopt and establish a whistle-blowing policy to tackle the issue of any illegal
or unethical conduct.

The Scorecard expects the policies to be clearly stated with proper guidelines as well as the
implementation and monitoring process. It can be disclosed in the annual report or corporate websites.
It is encouraged that a link is provided in the annual report. It is also encouraged that the person in
charge to be named and the contact address or email be disclosed to facilitate an independent chanel for
any complaints. An independent director would be more suited for this activity.
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(ix) Transparency in Ownership Structure

All 873 companies assessed in 2014 had made known the:

beneficial owners controlling five per cent of shares or more;
direct and indirect shareholdings of major owners and directors of the companies; and

¢ parent companies, subsidiaries, associates, joint ventures and special purpose vehicles and their
shareholding details.

The lack of disclosure in this area is the shareholdings of senior management which refers to the C-Suite
level. It is expected that the Board make an explicit statement in the annual report that no senior
management hold any shares in cases where they do not hold the shares in the company.

(x) Communication to Shareholders

In the Scorecard, there is an item that specifically scores companies on their disclosure whether they
have a policy or practice that encourages shareholders including institutional shareholders to attend
the general meetings or engagement with the company.

The latest findings from the Scorecard showed that 290 or 33% out of the 873 companies publicly
disclosed such policies or practices. An explicit statement to this effect need to be made.

More broadly, we wish to reiterate the overriding importance of quality and timely disclosure as
transparency lies at the heart of good corporate governance.

Annual reports being the primary communication channel to all stakeholders, companies should take
more effort to publish quality information on the policies and practices in annual reports.

Timeliness also plays an important role, especially when it comes to a company’s commitment to
comply with the law and ultimately good corporate governance. Material information should not be
given to shareholders late.

Some of the findings in terms of communication in the Annual Reports and corporate websites are as
follows :-

Annual Report

As it is required under law, all the 873 companies assessed disclosed the number of board of directors’
meetings and attendance details and almost 80% of the companies published their financial
performance indicators clearly in the first few pages in the annual report.

An area that can be improved is the disclosure on the directors’ profile clearly separating their
directorship(s) in other listed and non-listed entities. In this regard, 540 out of 873 companies disclosed
their directors’ profile, clearly separating their directorships in listed and non-listed companies.
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Website

Most companies published the most recent information on their business operations, financial
statements, shareholding structure and AGM/EGM notices. Companies were encouraged to provide
information and presentations on press briefings and analyst briefings and the minutes of the company
meetings. The date of the publication of such disclosures were highly encouraged to be included.

AllPLCs had quarterly financial results on the official websites to communicate with the investors and
public. In Malaysia, it is mandatory to provide this information in the website.

(xi) Directors’ Remuneration

Directors’ remuneration include fees, allowances, benefit-in-kind and other emoluments. However, in
Malaysia, only fees are subject to voting by the shareholders under Companies Act, 1965. The LR also
specifically states that the fees only need to be approved by shareholders if there is an increase.
Whereas, the Scorecard encourages good corporate governance practices such as disclosure of
remuneration by individual directors. Although the law only requires fees to be tabled for approval,
good practices which go beyond the mandatory requirements encourage companies to table total
emoluments or remuneration for shareholders’ approval in particular for directors.

Good governance also encourages total remuneration to be tabled for approval annually so that
shareholders are given the opportunity to make their views known on the remuneration during the
year. They can discuss the resolution whether it commensurates with performance and contributions
of the directors.

The findings show that there remain insufficient disclosure of directors’ remuneration. Only a small
fraction, about 8% of the companies assessed in 2014 compared to 9% in previous year, disclosed details
of remuneration of each member of the board of directors, including the CEO.

In 2014, there were 15% or 129 out of the 873 companies provided shareholders with the opportunity,
evidenced by an agenda item, to approve remuneration.

(xii) Board Diversity

More effort needs to be taken to increase the number of women on PLCs’ boards. A total of 9% or 571
out of 6,270 directors on PLCs boards are females, out of which 226 are female executive directors and
345 are non-executive directors. In the previous year, 8.6% or 534 out of 6,177 directors are female
directors, out of which 221 and 118 are executive directors and non-executive directors respectively.

In the top 100 PLCs, female board participation was 11.7%, compared to 9.7% in 2013.

Malaysia still lags behind its targets of achieving 30% women on corporate boards by 2016. With just
one year before the set deadline, we hope to see more PLCs step up their efforts on this front.
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(xiii) Sustainability

A company deals not only with its shareholders, customers and regulators; it also has the interests of its
suppliers, creditors and the wider community in its conduct to look out for. In view of their importance, the
Scorecard has devoted 21 criteria to assess companies’ dealings with their respective stakeholders. It is
expected that the companies disclose the policies, practices and activities during the year in the
marketplace which includes customers, suppliers, creditors and workplace. Disclosures are also expected
in the area of environment and community. Examples would include the cost that were incurred to conduct
such activities with the resources devoted in the area as well as the benefits whch could include the
financial or non-financials.

The Scorecard revealed that this area on sustainability needed much improvements in terms of not only
disclosures on policies and practices but also the activities and the resources devoted in this area.

In terms of practices and activities, the findings revealed that :

° 48 of the 873 companies published the practices on supplier/contractor selection and criteria which
considers factors relating environment, social or human rights.

° 361 companies disclosed activities on implementing an environmentally friendly value chain which
promotes sustainable development that not only complies with existing environmental regulation but
voluntarily employs value chain processes that reduce waste, pollution or damage to the environment.

° 431 companies assessed held activities to interact with communities focus on building human
capital, community outreach and strengthening economic value.

° 79 companies of the total 873 surveyed conducted anti-corruption programmes and procedures to
mitigate corrupt practices. These programmes would promote integrity within the workplace.

® The companies that had activities on creditors’ rights rose to 599 in 2014, as compared to 514 in the
year earlier.

° 234 companies had explicitly disclosed the policy on health, safety and welfare for their employees,
out of which 68 companies had even published relevant information relating to this policy.

d 419 companies disclosed that they had conducted training and development programmes for their

employees whilst 80 companies explicitly described the training and development programmes and
number of participants for each programme.
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METHODOLOGY

The ASEAN Corporate Governance Scorecard - one of the initiatives
under the ASEAN Capital Markets Forum to drive capital market
integration in the region - aims to benchmark the region’s corporate
governance frameworks based on international best practices. It also
targets to drive the countries in the region to play a meaningful role in
the establishment of international norms and best practices.

As ASEAN moves ahead to achieve convergence by 2015 and beyond, the
Scorecard has and will continue to provide useful trend analysis of
corporate governance performance of companies from the region.

The methodology used was based on the OECD Principles of Corporate
Governance and other international best practices, which are not
currently required under most current domestic provisions in the region.
In Malaysia, MSWG was appointed as the Domestic Ranking Body and
was one of the pioneers in the adoption of ASEAN CG Index in the region.
MSWG made the transition to the Scorecard in 2012 from the Malaysia
Corporate Governance Index used from 2009 to 2011, which is an index
that used local listing requirements and corporate governance principles.
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The ASEAN CG Scorecard comprises a combination of five main criteria assessed consisting 179 items in
Level 1 with different weightage assigned according to the relative importance of each area. The
composition and structure of Level 1 is shown in Table 2.

TABLE 2
Composition and Structure of Level 1

COMPONENTS NUMBER OF WEIGHTAGE MAXIMUM ATTAINABLE
ITEMS (%) SCORE (POINTS)

PART A : Rights of

Shareholders Z5 = =

PART B: Equitable

Treatment of Shareholders 17 & 15

PART C: Role of

Stakeholders -4 = 20

PART D : Disclosure and a1 o5 o5

Transparency

PART E : Responsibilities of

the Board 7e < <0

Level 2 comprises 11 bonus and 21 penalty items where each item had a different number of points. The
maximum attainable bonus points is 42 while maximum penalty points deductible is 53.

The sample assessed comprised 873 companies listed on Bursa Malaysia Stock Exchange with a total market
value of RM1.68 trillion as at 30 April 2014. The methodology and parameter of all these items are as per
Appendix 1and references have been made on the numbering of the parameters throughout the document.
The default items where companies are assumed to have complied as they are mandated by laws,
regulations and listing rules, unless there is evidence to the contrary are shown in Appendix 2. To be able
to score an item, there must be sufficiently clear and complete disclosures.

There are two top 100 companies lists, one purely based on disclosures as per ASEAN CG Scorecard
parameters which is referred to as Top 100 Companies with Good Disclosures while the other list of top
companies is called Top 100 Overall CG Companies - Disclosures with ROE Performance. Top 100 Overall CG
Companies had also undergone a performance filtering criteria of Return of Equity (ROE) and Total
Shareholders Return (TSR). In this report, the evaluation throughout the report on findings was based on
transparency and performance criteria. An Adjudication Committee comprising industry players provided
inputs and adjudicated the scores of the top 50 companies in two meetings. The members of the
Adjudication Committee are disclosed in Appendix 3.

The results of the Top 100 Companies with good disclosures according to rank are shown in Appendix 4.
All top 10 companies had published their AGM minutes on their websites. For companies to be in the top 20,
they should not be subject to any negative issues in the marketplace.

The top 20 companies according to rank in terms of overall CG scores where the performance of the
companies based on 3-year average ROE was also taken into consideration are also shown in Appendix 4.
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SALIENT FINDINGS

Table 3 shows the average scores for the total 873 companies assessed as
well as the scores for the top 100 PLCs in each of the major sections of the
Scorecard. Malaysian PLCs have scored well in Parts B and D which deal
with Equitable Treatment of Shareholders and Disclosure &
Transparency. Companies in Malaysia made no significant improvement
in Parts A and C which take into account the rights of shareholders and
the role of stakeholders.

TABLE 3
Average Scores by Parts of Scorecards

SCORE PARTA PARTB PARTC PARTD PARTE TOTAL AVERAGE
SCORES

Average
(All 873 plcs) 4.83 12.61 294 14.85 22,05 60.23

Average
5.90 13.40 6.16 18.44 28.63 76.82
(Top 100 plcs)

Maximum 1000 1500 1000 2500 4000 100.00
Possible
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RIGHTS OF SHAREHOLDERS

A

The Scorecard first assesses how well companies have performed in 25 key areas concerning shareholder’s
rights. Seven of these criteria were default responses where all the 873 companies surveyed scored a point.
The remaining 18 criteria are all based on OECD principles and other international best practices, which are
not currently required under most domestic provisions in the region.

The timeliness of companies paying dividends to shareholders serves as a good indication of how well they
treat their shareholders (A.1.1)". The latest assessment showed that out of the 873 companies assessed, only
152 companies paid shareholders within 30 days after announcing interim dividends and approving final
dividends at AGMs, a drop from 175 companies in 2013.

Right to Participate Effectively In and Vote In General Shareholder Meetings

AGMs serve as one of the most fundamental platforms for shareholders to participate in a company’s
decision making process. In view of its importance, the Scorecard has devoted an entire section to focus on
the quality of AGMs conducted by companies. From the findings of the Scorecard based on the published
AGM minutes on the corporate websites, it was found that :

e 129 out of the 873 companies provided shareholders with the opportunity, evidenced by an agenda
item, to approve remuneration (fees, allowances, benefit-in-kind and other emoluments) or any
increases in remuneration for the non-executive directors (A.3.1). Even though the law only requires
fees to be tabled for approval, in line with the good practice that goes beyond the mandatory
requirement, the shareholders should be given the opportunity to approve the remuneration packages
for non-executive directors.

e 38 companies disclosed the voting and vote tabulation procedures used, declaring both before the
meeting proceeds (A.3.4). It is important for shareholders to be informed of the voting procedures that
govern the shareholders’ meeting.

e 25 companies gave opportunity for shareholders to ask questions or raise issues (A.3.5). As AGM is the
only avenue for shareholders to exercise their rights, including raising issues, ample opportunities
should be given to them to ask questions on each agenda item.

e Out of the 30 companies that had published AGM minutes on their websites, only 17 companies had
recorded questions and answers in the minutes of their most recent AGM (A.3.6).

e 763 companies included resolutions in their disclosure of the outcome of their most recent AGMs
(A.3.7). Under the Listing Requirements, companies are required to announce the outcome within 24
hours.

e 33 companies disclosed the voting results including approving, dissenting, and abstaining votes for
each agenda item for the most recent AGMs (A.3.8).

e 24 companies disclosed the list of board members who attended the most recent AGM (A.3.9).
Disclosure on board attendance at AGM is important to enable shareholders to assess the board’s
commitment. 32 companies’ chairmen of the board of directors attended the most recent AGMs
(A.3.10). 28 companies had their CEO/Managing Director/President attend most of their AGMs (A.3.11).
While 26 companies had their chairman of the audit committee attend their most recent AGMs (A.3.12).

L The alphanumeric refers to the respective item (descriptor) in the Scorecard
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o 867 companies organised their most recent AGM in an easy to reach location (A.3.13). Choosing
meeting locations that are easily accessible are important to enhance shareholders’ participation.

e 27 companies had all their resolutions voted by poll voluntarily as opposed to by show of hands
(A.3.15). Companies are encouraged to conduct poll vote on all resolutions in line with
one-share-one-vote principle.

e Out of 27 companies that had conducted poll vote for all their resolutions, 11 companies disclosed that
it had appointed an independent party (scrutineers/inspectors) to count and/or validate the votes at the
AGM (A.3.16).

e 762 companies made publicly available the results of the votes taken during the most recent AGM for
all resolutions by the next working day (A.3.17).

® Despite it being mandatory for companies to provide at least 21 days’ notice for all resolutions under
Malaysia’s Companies Act 1965 and Listing Requirements, 7 companies failed to do so (A.3.18).

e 167 companies provided the rationale and explanation for each agenda item that requires
shareholders’ approval in the notice of AGM/circulars and/or the accompanying statement (A.3.19).
Sufficient information/explanation should be provided for each agenda item to be voted on in the notice
of AGM or alternatively, link should be provided making reference to the relevant pages of the Annual
Report.

The Exercise of Ownership Rights by All Shareholders, including Institutional Investors

Institutional investors can sometimes exert strong influence on corporate governance, especially when
they hold significant stakes in their investee companies. Recognising their important role, the Securities
Commission and MSWG in June 2014 launched the Malaysian Code for Institutional Investors, which is the
first such initiative in the ASEAN region. The code reflects the aspirations and best practices of institutional
investors. As a signatory, institutional investors would enhance their reputation and branding as one that
has adopted international standards, thus garnering the trust and confidence of the public.

MSWG is now working towards establishing an umbrella body or council for institutional investors. Not
only it will monitor the effective adoption of the code, it also will serve as a platform that shapes the wider
sphere of corporate governance culture in Malaysia.

In the Scorecard, there is an item that specifically
scores companies on their disclosure whether they
have a policy or practice that encourages
shareholders including institutional shareholders to
attend the general meetings or engagement with the
company. The latest findings from the Scorecard
(Figure 4) showed that 290 or 33% out of the 873 554 33%
companies publicly disclosed policies or practices to
encourage institutional shareholders, other than
other majority and minority shareholders, to attend
their general meetings or to engage with the
companies (A.5.1).

FIGURE 4

Dealing with Shareholders
including Institutionals
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EQUITABLE TREATMENT OF SHAREHOLDERS

The second section of the Scorecard comprises 17 items, of which seven are considered default as all of the
873 companies assessed scored a point. The remaining 10 items are all based on OECD principles and other
international best practices, which will be looked into in the following discussions.

Shares and Voting Rights

From the findings, there appears to be two categories of shares in Malaysia; ordinary shares and golden
shares. The item on different class of shares and its voting rights is included in the Scorecard. Most of
Malaysian PLCs had only one class of shares and those that had different class of shares had also disclosed
the voting rights. 27 out of the 873 companies assessed had more than one class of shares, and publicised the
voting rights attached to each class of shares.

Notice of AGM

The manner in which companies compose and release their AGM notices could influence shareholders’
decision on whether or not to attend the meeting. All of the companies assessed had their most recent AGM
notices/circulars fully translated into English and published on the same date as the local-language version
(B.2.2).

The latest findings from the Scorecard showed that:

e 529 companies included the profiles of directors seeking election/re-election in their AGM notice
clearly separating the directorships in listed and non-listed companies (B.2.3).

o 844 companies clearly identified the auditors seeking appointment/re-appointment (B.2.4).
e 27 out of the 873 companies assessed provided explanation of their dividend policy (B.2.5).
o 323 companies disclosed the amount payable for final dividends (B.2.6).

e All of the companies made easily available the proxy documents (B.2.7).

Figure 5 shows the comparative scores over the last two years, 2013 - 2014.

FIGURE 5
Notice of AGM
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The Scorecard encourages companies to disclose any related party transactions (RPTs) which they are
involved in that they are conducted at arm’s length. This would mitigate potential abuse to minority
shareholders. On protecting minority shareholders from abusive actions, rules prohibiting insider trading
and disclosure on directors’ conflict of interest in RPTs are default items, as there are laws, rules or
regulations dealing with such items.

From the Scorecard, it shows 85% or 745 companies had conducted RPTs during the year of assessment, out
of which 632 companies disclosed the policy covering the review and approval of material RPTs. 234 or
25% of companies dislosed trading in company’s shares by insiders. Only 34% of companies mentioned
that RPTs were conducted at arm'’s length.

ROLE OF STAKEHOLDERS

A company deals not only with its shareholders, customers and regulators; it also has the interests of its
suppliers, creditors and the wider community in its conduct to look out for. In view of their importance, the
Scorecard has devoted 21 criteria to assess companies’ dealings with their respective stakeholders. The latest
findings found that :

e 94 companies, or 11 per cent of the total, disclosed policies that stipulate the existence and scope of the
companies’ efforts to address customers’ welfare which include both physical and non-physical aspects
such as policy on product recall, customer refund for failure to deliver services as promised,
anti-harrassment policy to stakeholders, etc. (C.1.1).

e 63 companies disclosed a policy on supplier/contractor selection practices which takes into
consideration economic and non-economic factors such as environment, social or human rights (C.1.2).

e 341 companies described policies to ensure their value chain was environmentally friendly or
consistent with promoting sustainable development which means that the company not only complies
with existing environmental regulation but voluntarily employs value chain processes that reduce
waste, pollution or damage to the environment (C.1.3).

e 360 out of the 873 companies elaborated on a policy on the company’s efforts to interact with the
communities in which it operated where companies are expected to state their goal(s) in carrying out
their community programmes which focus on building human capital, community outreach and
strengthening economic value (C.1.4).

e 94 companies had put in place a policy on anti-corruption programmes and procedures which address
programmes to mitigate corrupt practices as well as risk analysis on business unit to assess the potential
incidents of corruption practices (C.1.5).

o 692 out of the 873 companies surveyed had policies in place describing how creditor rights would be
safeguarded (C.1.6).

The scores achieved by the PLCs in terms of their disclosures on Policies Dealing with Stakeholders in 2014
as compared to 2013 are shown in Figure 6.
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FIGURE 6
Policies Dealing with Stakeholders
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Asto the actual implementation of the policies mentioned earlier, the Scorecard revealed that :

e 91 companies disclosed the activities on customer health and safety (C.1.7).

o 48 of the 873 companies published the practices on supplier/contractor selection and criteria (C.1.8).

e 361 companies disclosed activities on implementing an environmentally friendly value chain (C.1.9).

* 431 companies held activities to interact with communities (C.1.10).

e 79 companies conducted anti-corruption programmes and procedures (C.1.11).

e The companies that had activities on creditors’ rights rose to 599 in 2014, as compared to 514 in the
year earlier (C.1.12).

e 588 companies have a separate corporate responsibility report/section or sustainability report/section
(C1.13).

FIGURE 7
Practices Dealing with Stakeholders
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Figure 7 shows the scores
achieved by the PLCs in
terms of their disclosures
on Practices Dealing with
Stakeholders in 2014 as
compared to 2013.
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Communication Channels for Companies’ Stakeholders

On top of having practices and policies that look after the interests of external stakeholders, companies
should provide channels for all stakeholders to communicate and to obtain redress for the violation of their
rights.

The Scorecard found that 273 of the 873 companies assessed provide contact details via their companies’
website or annual report which stakeholders can use to voice their concerns and/or complaints (C.2.1).

Dealings with Stakeholders

Companies not only deal with its shareholders, but also its customers, regulators, suppliers and creditors. It
also deals with its people. From the statistics, it showed that there were policies describing how creditors’
rights would be safe-guarded as 692 out of the 873 companies that were assessed had this policy in place.
Nevertheless, the policies on supplier/contract selection, customers’ welfare and anti-corruption
programmes were not disclosed by majority of companies assessed. Its implementation too was not
articulated well. Only 234 out of 873 companies explained the health and safety of its employees and 419
companies disclosed having training programmes for its employees. 83 out of the 873 companies assessed
had an employees’ compensation policy that accounts for the performance of the companies beyond
short-term financial measures, which goes far in aligning employees to the companies’ goal. Figure 8
shows the findings on companies’ practices in dealing with the relevant stakeholders over the last two
years, 2013 - 2014.

FIGURE 8
Dealing with Employees
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Whistle-blowing policy

Stakeholders, including individual employees and their representative bodies, should be able to freely
communicate their concerns about illegal or unethical practices to the board and their rights should not be
compromised for doing this. Latest findings from the Scorecard found that :

e 230 companies have procedures for complaints by employees concerning illegal (including corruption)
and unethical behaviour (C.4.1).

e 170 companies have a policy or procedures to protect an employee/person who reveals
illegal/unethical behavior from retaliation (C.4.2).
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FIGURE 9
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DISCLOSURE AND TRANSPARENCY

As the heart of an effective corporate governance system, transparency not only helps shareholders to
make well-informed investment decisions, it also builds trust between companies and all of its stakeholders.
In view of its importance, the Scorecard has devoted an entire section comprising 41 items to assess the
degree of a company’s transparency.

Transparent Ownership Structure

The Scorecard kick starts Part D by assessing the transparency of a company’s ownership structure. The
latest survey found that :

o 869 companies revealed the identity of beneficial owners of shareholders with five per cent
shareholding or more (D.1.1)% 866 disclosed direct and indirect (deemed) shareholdings of substantial

shareholders (D.1.2) and directors (D.1.3). However, only 29 out of the 873 companies disclosed the
direct and indirect (deemed) shareholdings of senior management (D.1.4).

o 860 companies published details on the identity and shareholding interest of the parent or holding
company, subsidiaries, associates, joint ventures and special purpose enterprises or vehicles (D.1.5).

FIGURE 10
Disclosure of Ownership Structure
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2 This was rather expected given the requirements of Section 69 (E) and 69 (L) of the Companies Act,1965
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Quuality of Annual Report

The quality of an annual report is vital as it serves as a primary communication channel to not only its
existing stakeholders, but also potential ones. The latest assessment from the Scorecard shows that:

e 68 companies disclosed key risks that go beyond the financial risks (D.2.1).

* 50 companies disclosed their corporate objectives as compared to 49 in 2013 which include
performance target or long-term goals (D.2.2).

e 730 out of the 873 companies assessed disclosed financial performance indicators (D.2.3) while 85
disclosed non-financial performance indicators which among other, include customer satisfaction

index and market share (D.2.4).

e 66 companies disclosed their dividend policy such as their target dividend payout ratio or dividend per
share (D.2.5).

e 116 companies disclosed a whistle-blowing policy which covers how the policy is implemented and
expected monitoring process (D.2.6).

* 540 out of the 873 companies assessed published biographical details (at least age, qualifications, date of
first appointment, relevant experience, and directorships in other listed companies) of the directors
(D.2.7).

* 439 companies disclosed the training and/or continuing education programme attended by each
director during the year (D.2.8).

o All companies disclosed the number of board meetings held during the year (D.2.9) while 862
disclosed the attendance details of each director (D.2.10).

e 67 companies disclosed remuneration details of each member of the board of directors, including the
CEO. Itisencouraged that companies disclose their directors’ remuneration individually instead of by
band as required under the Listing Requirements (D.2.11).

e 191 companies had statements in their annual reports confirming their full compliance with the code
of corporate governance and where there is non-compliance, identify and explain reasons for each such
issue (D.2.12). The Listing Requirements had made it mandatory effective January 2013 for all
companies to make such a declaration.

Figure 11 shows the companies’ quality of annual report over the last two years, 2013 and 2014.
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FIGURE 11
Quality of Annual Report
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Directors’ Remuneration

The comparative statistics on directors’ remuneration over the last two years are presented in Table 4.
Based on the 873 companies assessed, the average remuneration per executive director and non-executive
director were RM1,347,649 and RM98,141 respectively. This is compared to 2013 where the average
remuneration per executive director and non-executive director were RM1,164,727 and RM83,356
respectively.

TABLE 4
Annual Directors’ Remuneration

Average (RM) Minimum (RM) Maximum (RM)
2014 2013 2014 2013 2014 2013
Executive Directors 1,347,649 1,164,727 6,400 5,000 114,399,000 38,833,333
Non-Executive Directors 98,141 83,356 833 2,000 2,662,375 2,430,200

Figure 12 shows the comparisons on the average annual remuneration per executive director (ED) by
sector’ in 2013 and 2014.

The findings show that the executive directors in the Finance sector were remunerated the highest with an
average annual remuneration of RM3.085 million, followed by trading & services and infrastructure
companies at RM2.375 million and RM2.209 million respectively. In 2013, infrastructure companies
remunerated their executive directors the most with an average annual remuneration of RM3.4 million,
followed by finance and trading/services at RM2.8 million and RM1.7 million respectively.

3 L. . , . .
Sector categorisation according to Bursa’s classification
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FIGURE 12

Average Annual Remuneration per ED by Sector (RM)

1,651,000

Trading/Services 2,375,000 2013
Technology 222’333 2014
Property : 1,300,000
1,492,000 1,497,000
Plantation —— 1,818,000
Infrastructure Project Cos. 3’23;’888
, 908,000 Y
Industrial Products 922,000
781,000
Hotel 635,000
. 2,801,000
Finance 3,085,000
Consumer Products gggggg
. ’ 877,000
Construction —_|—992,000
0 500,000 1,000,000 1,500,000 2,000,000 2,500,000 3,000,000 3,500,000

The average annual remuneration per non-executive director (NED) by sector over the last two years are
shown in Figure 13. The statistics show that the highest paid NEDs were from the finance companies,
followed by plantation and trading & services companies with an average annual remuneration of
RM365,000, RM128,000 and RM84,000 respectively. NEDs in finance, plantation and property sectors
were paid average remuneration of RM315,000, RM102,000 and RM98,000 respectively in 2013.
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Disclosure of Related Party Transactions (RPTs) and Self-Dealings by Insiders

OECD principles state that all shareholders of the same series of a class should be treated equally, especially
minority shareholders from its controlling counterparts. As such, minority shareholders need to be assured
that if company officials were to engage in RPTs, the company would make an open declaration that the
transactions were conducted fairly and at arm’s length.

Companies should clearly state that the RPTs are conducted fairly, at arm’s length and in normal
commercial terms and it should not be on negotiated or mutually agreed terms basis unless more
explanations given such as independent valuers were used.
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The latest review of all the 873 companies in 2014 found that :

e 632 companies disclosed the policy covering the review and approval of material/significant RPTs
(D.3.1).

e 745 companies that conducted related party transactions fully disclosed the names, nature, value and

relationship for each significant RPTs (D.3.3) whilst 476 companies disclosed the names of related
parties and their relationship for each significant RPT (D.3.2).

e 214 companies disclosed trading in the company’s shares by insiders for their directors and senior
management (D.4.1).

The scores on disclosure of RPTs/RRPTs and Self-Dealings in 2013 and 2014 are shown in Figure 14.

FIGURE 14
Disclosure of RPTs/RRPTs and Self-Dealings
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External Auditor and Auditor Report

As it is mandatory to disclose both the statutory audit fees and non-audit fees under the Companies Act,
1965 as well as under the Listing Requirements, all of the 873 companies assessed disclosed audit fees (D.5.1),
whilst 834 companies disclosed non-audit fees (D.5.2), of which 48 companies had their non-audit fees
exceeded audit fees (D.5.3). The average audit and non-audit fees is shown in Table 5.

TABLE 5
Audit and Non-Audit Fees by Firm From the disclosures, it is seen that the

. . non-audit fees vs audit fees were not
No. of Ave. Audit Fees  Ave. Non-Audit alarming and within the expectations

Clients. (RM) Fees (RM) of the industry where the average
PwWC 59 2379 459 1.217.806 non-audit fees vs audit feesis less than
T Y 5% of the total audit fees. Therefore, it
EY 200 505,189 234,410 is within the accepted range.
KPMG 119 389,442 174,848
Deloitte 51 230,171 47,170
Others 435 169,050 39,639

TOTAL 3,673,311 1,713,873
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Figure 15 shows the external audit market for the 873

companies assessed is still dominated by Ernst & Young
with a market share of 23 per cent followed by KPMG, FIGURE 15
PricewaterhouseCoopers (PwC) and Deloitte. However, External Audit Firm

in terms of audit and non-audit fees, PwC dominated
the market. (Table 5)

6%
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The Scorecard found that all the 873 companies used KPMG
quarterly reporting (D.6.1) and their own official -
websites (D.6.2) to engage with their shareholders and W Pw
[ Others

stakeholders. 167 companies of the total 873 held
analysts briefings (D.6.3) while 84 companies arranged
for press conferences and media briefings (D.6.4).

Timely Filing/Release of Annual/Financial Reports

The latest assessment of the 873 companies found that 768 companies released audited annual financial
reports within 120 days from the financial year end (D.7.1), while 227 firms issued the annual report within

120 days from the end of the financial year (D.7.2). Figure 16 shows the companies’ scores in 2013 and
2014.
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Company Websites

Almost all companies now have a presence on the Internet and are required to have corporate websites
under the Listing Requirements. The scorecard places great importance for companies to disclose
up-to-date information on their websites as an effective medium of communication and engagement with
stakeholders. Based on the assessment in 2014, it was found that :

e 792 companies had websites that disclosed their business operations (D.8.1).

e 733 companies had their websites that disclosed current and previous years financial statements
(D.8.2).

e 123 companies published materials for analysts’ and media briefings on their websites (D.8.3).

o 594 companies posted their shareholding structure (D.8.4).
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e 743 companies posted their group corporate structure online (D.8.5).
e 768 companies had downloadable annual reports (D.8.6).

e 573 companies had AGM/EGM notices (D.8.7) but only 30 had published minutes (D.8.8) on their
corporate website. Companies are encouraged to publish detailed minutes on their websites on a timely
basis without having to be requested by shareholders.

e 29 companies had their websites published their constitution, including the company’s by-laws,
memorandum or articles of association (D.8.9).

Figure 17 shows the comparison scores in terms of disclosure of information published on companies’
websites over the last two years, 2013 - 2014.

FIGURE 17
Information on Corporate Website
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Investor Relations Contact

The availability of investor relations’ contact details, ranging from email to telephone, is not only of great aid
to existing shareholders, but also helps to attract potential investors. The latest assessment found that 505
companies made use of such benefits and disclosed their investor relations’ contact details publicly (D.9.1).
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RESPONSIBILITIES OF THE BOARD

As the captain of their ship, the board of directors plays an important role in steering their company
forward. This is especially so amid the current fast changing global economy, where commodities and
financial markets are more globalised and volatile. In view of the significant role the board of directors plays,
the Scorecard has devoted 81 items - the largest part of the Scorecard - to examine the responsibilities of the
board.

Board Duties and Responsibilities
Clearly defined board responsibilities and corporate governance policy

The latest review found that :

o 478 out of the 873 companies disclosed their corporate policy/board charter, mostly on their websites.
This is an area where companies need to make public their corporate policy/board charter as this
document represents the company’s commitment and shows evidence on how the company
interpretes the Code and take ownership of the principles and recommendatons of the Code (E.1.1).

e 501 companies disclosed the types of decisions requiring board of directors’ approval which among
others, cover the issues on acquisitions and disposals, share issuance, financial structuring, risk

oversight etc. (E.1.2).

e 751 companies clearly stated the roles and responsibilities of the board directors such as overseeing the
business affairs of the company, overseeing the processes for evaluating the adequacy of internal
controls and riks management systems, approving broad policies, strategies and objectives of the

company, etc (E.1.3).

FIGURE 18
Board Responsibilities and Board Charter
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Corporate Vision and Mission

Mere setting of a company’s mission and vision is not enough. As per OECD principles, the board should
encourage a culture of integrity permeating all aspects of the company and ensure that its vision, mission
and objectives are ethically sound. The Scorecard found that:

e 235 companies had their board of directors monitor/oversee the implementation of the corporate
strategy (E.1.6).
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o It is important for the board to constantly review the vision and mission/strategy of the company
where 41 companies had stated that their board had done so in the last financial year (E.1.5).

e 630 companies have a vision and mission statement either in the annual reports or their corporate
websites (E.1.4).

Board structure

Code of Ethics or Conduct
Company-wide codes serve as a standard for conduct by both the board and key executives, setting the
framework for the exercise of judgment in dealing with varying and often conflicting constituencies. As

OECD principles suggest, at a minimum, the ethical code should set clear limits on the pursuit of private
interests, including dealings in the shares of the company. The Scorecard found that :

e 298 companies disclosed details of the code of ethics or conduct (E.2.1).

e 245 companies disclosed that all directors, senior management and employees are required to comply
with the code (E.2.2).

e 126 companies disclosed how it implemented and monitored compliance with the code of ethics or
conduct (E.2.3).

FIGURE 19 The number of companies
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Board Structure & Composition

A board should neither be too small nor too big. As OECD principles put it, the minimum of three
independent directors is to ensure that companies with small boards have enough independent directors.
The average board size and proportion of independent directors are depicted in Figure 20 and Figure 21.
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FIGURE 20 FIGURE 21
Board Size Proportion of Independent Directors
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Figure 22 showed that :

e 379 companies had independent directors that made up at least 50 per cent of the board of directors
(E.2.4).

370 companies had their independent directors independent of management and major or substantial
shareholders (E.2.5).

291 companies had a term limit of nine years or less for its independent directors (E.2.6).

All companies set a limit of five board seats that an individual independent/non-executive director
may hold simultaneously (E.2.7) as required under the Listing Requirements. Similarly, no company
had independent directors who serve on a total of more than five boards of publicly-listed companies

(E.2.8).

49 companies had executive directors who served on more than two boards of listed companies outside
of the group (E.2.9).

FIGURE 22
Other Board Structure Matters
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Nominating Committee

The Listing Requirements called for boards to establish nominating committees with effect from June 2013.
The latest review of the Scorecard found that:

e 853 out of the 873 companies assessed in 2014 had nominating committees (E.2.10).

e 834 of the companies had nominating committees that were made up of majority of independent
directors (E.2.11).

e 792 companies had an independent director chairing the nominating committee (E.2.12).

e 700 companies disclosed the terms of reference, governance structure or charter of the nominating
committee (E.2.13).

o 247 of the 873 companies’ nominating committees met at least twice during the year (E.2.14) while
330 companies had nominating committees that disclosed the attendance record of members (E.2.15).

Remuneration Committee/Compensation Committee

The presence of a remuneration committee could help in putting in place fairer compensation for directors.
Their existence could help align key executive and board remuneration with the longer term interests of
the company and its shareholders. The latest assessment from the Scorecard found that:

e 826 companies have remuneration committees (E.2.16).

e 705 out of the 873 companies had their remuneration committees comprised of a majority of
independent directors (E.2.17).

e 676 companies had an independent director as the chairman of the remuneration committee (E.2.18).

* 558 companies disclosed the terms of reference, governance structure or charter of the remuneration
committee (E.2.19).

o 179 companies had their remuneration committee meet at least twice during the year (E.2.20).

e 291 companies disclosed the attendance of members at remuneration committee meetings (E.2.21).
Audit Committee

The Listing Requirements have extensively called for companies to have an audit committee, and have
requirements regarding its structure and processes. As such, five items - ranging from having an audit
committee to disclosing their attendance - under the Audit Committee section are considered default. The
remaining four items under this section of the Scorecard found that:

e 807 companies disclosed the profile or qualification of the Audit Committee members in their annual
report (E.2.26).

e In 846 companies, at least one of the independent directors of the committee had accounting
qualifications or experience (E.2.27).
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e 856 companies had their audit committee meet at least four times during the year (E.2.28).

e 575 companies’ audit committees have primary responsibilities for recommendation on the
appointment and removal of the external auditor (E.2.30).

Board Processes

Board meetings and attendance

The frequency of meetings and the policies they are governed by could show how diligent the board is. The
latest assessment of the 873 companies as shown in Figure 23 found that :

o 247 companies held board meetings scheduled before or at the beginning of the year (E.3.1).
e 302 companies had convened at least six board meetings during the year (E.3.2).

e 665 companies had directors who attended at least 75 per cent of all board meetings held in a year
(E.3.3).

e 14 companies required a minimum quorum of at least two-thirds for board decisions (E.3.4).

e 134 companies held an in-camera or executive session, where non-executive directors met separately
at least once during the year without management or other non-board members present (E.3.5).

) 3 (€]0) 23 5]
Board Meetings and Attendance
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Access to Information

The ability of the board to access timely and relevant data could better help them make well-informed
decisions and steer their companies forward. The Scorecard found that:

e 90 companies provided board papers to the directors at least five business days ahead of the board
meeting (E.3.6).

e 310 companies had their company secretaries playing a significant role in supporting the board in
discharging its responsibilities (E.3.7).

o All companies hired company secretaries trained in legal, accountancy and company secretarial
practices (E.3.8).
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Board Appointment and Re-Election

Not only is the remuneration committee responsible for coming up with fair compensation policy and
process, it is also entrusted with the important task of taking in the right talent into its company. As such, it
is imperative that companies disclose such information. The Scorecard found that:

e 352 companies disclosed the criteria used in selecting new directors (E.3.9).
e 110 companies disclosed the process followed in appointing new directors (E.3.10).

e All companies had all of their directors subject to re-election at least once every three years (E.3.11).

Remuneration Matters

Compensation still plays a big part of retaining and attracting the right talent, regardless of how prestigious
a company is. The Scorecard found that (Figure 24):

e 97 companies disclosed the remuneration (fees, allowances, benefit-in-kind and other emoluments)
policy/practices (i.e. the use of short term and long term incentives and performance measures) for its
executive directors and CEOs (E.3.12).

o 96 companies disclosed the fee structure for non-executive directors (E.3.13).

* 640 companies had their shareholders or the board of directors approve the remuneration of the
executive directors and/or the senior executives (E.3.14).

e 45 companies gave options, performance shares or bonuses to their independent non-executive
directors (E.3.15).

FIGURE 24
Remuneration Matters
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Internal Audit

Having an external auditor is not enough to ensure the integrity of the company’s accounts and financials.
According to the Listing Requirements, companies should have internal audit functions that report directly
to their audit committees on a regular basis. The Scorecard found that:

o All companies have a separate internal audit function (E.3.16).
e 277 companies disclosed the identity of the head of internal audit or the external audit firm (E.3.17).

e 537 companies required the approval of the audit committee to appoint and remove internal auditor
(E.3.18).

Figure 25 summarises the types of set-up for the internal audit function across the 873 companies
reviewed.

FIGURE 25 TABLE 7
Types of Internal Audit Function Set-up Internal Audit Function Cost

— Average Minimum Maximum
In-house (RM) (RM) (RM)
Outsourced In-house 1,357,931 2,000 39,700,000
. Others Outsourced 63,684 3,000 1,540,000
60% Others 191,537 6,144 570,000
Risk Oversight

The latest review of all the 873 companies in 2014 found that:

e 707 companies disclosed the internal control procedures/risk management systems it had in place
(E.3.19).

o 429 companies disclosed that the board of directors had conducted a review of their material controls
and risk management systems in their annual reports (E.3.20).

e 179 companies disclosed how key risks are managed (E.3.21).

o 464 companies had their annual reports contain a statement from the board of directors or audit
committee commenting on the adequacy of their internal controls or risk management systems

(E.3.22).
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People on the Board
Board Chairman

Having a board that can exercise objective independent judgment on corporate affairs speaks a lot on a
company as a whole. OECD principles go on to suggest that the separation of the role of chief executive and
chairman may be regarded as good practice, as it can help to achieve an appropriate balance of power,
increase accountability and improve the board’s capacity for decision making independent of management.
The Scorecard found that:

e 688 companies had different persons assuming the roles of chairman and CEO during the year (E.4.1).
e 364 companies had chairmen who were independent directors (E.4.2).

* 184 companies had chairmen who were CEOs of the companies in the last three years (E.4.3).

o 473 companies had disclosed the role and responsibilities of the chairman (E.4.4).

Skills and Competencies

Having the right talent pool at the board level could better help a company to steer forward, especially
given intensifying competition, volatile cost of operations and natural disasters or accidents. The latest
assessment of all the 873 companies in 2014 showed that:

e 603 companies had at least one non-executive director with prior working experience in the major
sector that the company is operating in (E.4.5).

e 107 companies disclosed a board of directors diversity policy (E.4.6).

Board Performance

Directors Development

The latest review of the 873 companies in 2014 showed that:

e 190 companies had orientation programmes for new directors (E.5.1).

e 493 companies had a policy that encouraged directors to attend on-going or continuous professional
education programmes (E.5.2).

CEO/Executive Management Appointments and Performance

The sustainability of a company’s business hinges a lot on well-planned succession plans and fair annual
performance assessments of its top management. The Scorecard found that:

e 34 companies disclosed how the board of directors planned for the succession of the CEO/Managing
Director/President and key management (E.5.3).

93 companies had their board of directors conducted an annual performance assessment of the
CEO/Managing Director/President (E.5.4).
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Board Appraisal

The way how a company appraises its board, individual directors and committees marks the last section of
the Scorecard. It was found that:

e 473 companies carried out annual performance assessments on the board of directors (E.5.5).
e 93 companies disclosed the process followed in conducting the board assessments (E.5.6).

e 129 companies disclosed the criteria used in board assessments (E.5.7).

Director Appraisal

e 420 companies carried out annual performance assessments on individual directors (E.5.8).
* 84 companies disclosed the process followed in conducting the director assessment (E.5.9).
* 127 companies disclosed the criteria used in the director assessment (E.5.10).

Committee Appraisal

e 380 companies carried out annual performance assessment on the board of directors’ committees
(E.5.11).

As for the remaining 11 bonus items, the Scorecard showed that:

o 10 of the 873 companies surveyed allowed the use of secure electronic voting in absentia at the general
meetings of shareholders (A.1.1(B)).

e 75 companies released its notice of AGM (with detailed agendas and explanatory circulars), as
announced to the Exchange, at least 28 days before the date of the meeting (B.1.1(B)).

e None of the 873 companies assessed practised integrated reporting in its annual reports (C.1.1(B)).

e 7 companies released their audited annual financial reports/statements within 60 days from the
financial year end (D.1.1 (B)).

o 77 of the 873 companies assessed disclosed details of remuneration of their CEOs (D.1.2 (B)).
e 210 companies had at least one female independent director (E.1.1(B)).

e 497 companies had their nominating committee comprise entirely of independent directors (E.2.1(B)).
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e 27 companies’ nominating committees undertook the process of identifying the quality of directors
aligned with the company's strategic directions (E.2.2(B)).

o 9 companies assessed used professional search firms or other external sources of candidates (such as
director databases set up by director or shareholder bodies) when searching for candidates to the board
of directors (E.3.1(B)).

e 264 companies had their independent non- FIGURE 26
executive directors make up more than 50% of the Female Directorship

board of directors (E.4.1(B)).

e 83 companies had a separate level risk committee

(E.5.1(B)). Female ED
S 40% Female NINED
Analysis of female directorship is shown in Figure 26. Female INED
21%
PENALTY

There are a total of 21 undesirable practices under the Penalty section of the Scorecard. Based on the
assessment of the 873 companies in 2014, all had avoided nine of the undesirable practices, which reflected
quite positively on the Malaysian corporate scene. These include examples of companies that had:

e Failed or neglected to offer equal treatment for share repurchases to all shareholders (A.1.1(P)).

Prevented shareholders from communicating or consulting with other shareholders (A.2.1(P)).
e Included any additional and unannounced agenda item into the notice of AGM/EGM (A.3.1(P)).

e Failed to disclose the existence of shareholders agreement (A.4.1(P)), voting cap (A.4.2(P)) and multiple
voting rights (A.4.3(P)).

e Directors, management and employees involved in insider trading convictions in the past three years
(B.1.1(P)).

e Received an "adverse opinion" in its external audit report (D.1.2(P)).

e Directors or senior management who are former employees or partners of the current external auditor
(in the past 2 years) (E.3.1(P)).

Nonetheless, some of the 873 companies assessed had practised 12 items under the Penalty section. The
Scorecard showed that:

e 25 of the 873 companies surveyed had an apparent pyramid ownership structure and/or cross holding
structure (A.5.1(P)).
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e One company possessed cases of non-compliance with the laws, rules and regulations pertaining to
significant or material related party transactions in the past three years (B.2.1(P)).

e Five of the 873 companies assessed violated laws pertaining to labour/employment/consumer/
insolvency/commercial/competition or environmental issues (C.1.1(P)).

o Five companies faced sanctions by regulators for failure to make announcements within the requisite
time period for material events (C.2.1(P)).

e 12 companies received a "qualified opinion" in its external audit report (D.1.1(P)), two received a
"disclaimer opinion" in its external audit report (D.1.3(P)).

o Two companies revised its financial statements for reasons other than changes in accounting policies
(D.1.4(P)).

o Five of the 873 companies surveyed had not complied with any listing rules and regulations over the
past year apart from disclosure rules (E.1.1(P)).

e One company had non-executive directors resign and raise issues of governance-related concerns

(E.1.2(P)).

e 459 companies had independent directors who have served for more than nine years or two terms
(whichever is higher) in the same capacity (E.2.1(P)).

e Interestingly, One company failed to identify who were the independent director (E.2.2(P)).

e 22 companies had directors who were former CEOs of the company in the past two years (E.4.1(P)).
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CONCLUDING REMARKS

Malaysia’s corporate governance culture continues to improve. Notably,
this year saw the nation retain its fourth position in the CLSA-ACGA,
Corporate Governance Watch 2014 Report. Malaysia has done so by
being the only market in Asia-Pacific that has consistently improved in
scores. The country has improved by another three points to 58 points
from two years ago.

The Malaysian government, SC, MSWG, PLCs and other parties have
continued to plough towards building a business environment that is
transparent, with a strong regulatory framework benchmarked against
international standards of corporate governance. The focus and
attention have indeed paid off.

In June 2014, the ASEAN Capital Markets Forum (ACMF) released the
ASEAN Corporate Governance Scorecard Country Report and
Assessments 2013-2014, which showed that PLCs from Malaysia
continued to emerge as high scorers amongst six participating ASEAN
countries, namely Malaysia, Singapore, Thailand, Indonesia, the
Philippines and Vietnam .

Malaysia has also improved its business environment and is now
ranked 18th out of 189 economies by the World Bank in their Ease of
Doing Business Report 2015. Not only is this an improvement from a
year ago, Malaysia is now ahead of even Taiwan, Switzerland and Japan.
Moreover, Malaysia is now ranked the first among emerging East Asia
economies.

The pace of Malaysia improving its corporate governance scene has not
slowed down. In June 2014, SC and MSWG launched the Malaysian
Code for Institutional Investors, which is the first such initiative in the
ASEAN region. The code reflects the aspirations and best practices of
institutional investors and as a signatory, institutional investors would
enhance their reputation and branding as one that has adopted
international standards, thus garnering the trust and confidence of the
public. MSWG is now working towards establishing an umbrella body
or council for institutional investors. Not only it will monitor the
effective adoption of the code, it also will serve as a platform that shapes
the wider sphere of corporate governance culture in Malaysia.




MALAYSIA-ASEAN CORPORATE GOVERNANCE REPORT 2014 PAGE 43
CONCLUDING REMARKS

With these achievements and developments, Malaysia continues to play a leading role in ASEAN'’s
corporate governance landscape. This year also marks the third year that MSWG has used this Scorecard to
assess Malaysian PLCs with corporate governance principles and best practices that meet global standards.

Although the overall findings of the assessment of top 100 companies in the Scorecard have shown
improvements in their corporate governance practices, the overall average score of the total 873 companies
assessed have not. This is evidenced by a slight decline in the overall average score of 60.23 points in 2014
from 61.59 points a year earlier. Such performance clearly shows that Malaysian companies need to keep up
their pace with the fast advancing global corporate governance practices and expectations.

From the findings of the Scorecard, some of the areas that warrant further improvements and efforts
include the following:

e More serious effort needs to be taken to increase the number of women on boards.

e Disclosing more information on ESG policies and activities especially those linking to strategies on
material aspects and areas.

e Disclosing more information on Board assessments including the process and criteria used for the
assessments.

e Notice of AGM should be accompanied with explanations on all resolutions and reference be made
where information can be found in the Annual Report.

e Disclosure on directors’ profile which clearly separate directorships in listed and non-listed companies.
e Further explanations on dividend policies and amount payable in notice of AGM/circulars.

e Where companies have major shareholders holding more than 50%, the number and value of votes
should be taken into consideration and both must be more than 50% for the resolutions to go through.

e Using electronic voting to facilitate more efficient conduct of poll voting.

e Independent scrutineer to be appointed in both poll voting and voting by show of hands in general
meetings.

e Disclosing directors’ remuneration by individual director instead of by band as required by law.
Companies are also encouraged to put to vote for shareholders’ approval annually at the AGMs the total
remuneration and not just fees even if there is no increase in the directors’ remuneration.

e Publishing the minutes of the general meetings on the company’s website within one month from the
date of the meetings and the Company’s Memorandum & Articles of Association.

With Malaysia chairing ASEAN in 2015 - the last year of the forecasted realisation of the ASEAN Economic
Community, it is imperative that Malaysian PLCs continue to improve their corporate governance practices
and scores to set an example for others in the region to follow.
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GLOSSARY

AC
AGM
AEC
ACGA
ACMF
AR
ASEAN
Average
CEO
CFO
CG

CG Blueprint

Code

CLSA
CMDF
Company

DRB

ED

EGM
Exchange
GLC
ICGN

IR

INED

LR
MEAN

Annual Audited Accounts

Audit Committee

Annual General Meeting

ASEAN Economic Committee

Asian Corporate Governance Association
ASEAN Capital Markets Forum

Annual Report

Association of South East Asian Nations
See “Mean”

Chief Executive Officer

Chief Financial Officer

Corporate Governance

Corporate Governance Blueprint released by Securities
Commission Malaysia in July 2011

Malaysian Code on Corporate Governance first released by
Securities Commission Malaysia in 2000 and subsequently
revised in 2007 and 2012

Credit Lyonnais Securities Asia
Capital Market Development Fund

A company listed in the Exchange. Also called a public listed
company or PLC.

Domestic Ranking Body

Executive Director

Extraordinary General Meeting

Bursa Malaysia Securities Berhad
Government Linked Company

International Corporate Governance Network
Investor Relations

Independent Non-Executive Director

Listing Requirements

The most common method of finding a typical value for a list of
numbers. Found by adding up all the values then dividing by
the number of items. Also Called the “Average”

Minority Shareholder Watchdog Group
Malaysian Corporate Governance
Managing Director

Nomination Committee

Non-Executive Director
Non-Independent Non-Executive Director
Organisation for Economic Corporation and Development
Public Listed Company

Remuneration Committee

Related Part Transaction

Securities Commission Malaysia




“It is clear that good corporate governance
makes good sense. The name of the game
for a company in the 21st Century

will be - to conform while it performs.

- Mervyn King
(Chairman, King Report)
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APPENDIX 1

METHODOLOGY

The year 2014 was the third year MSWG used the ASEAN Corporate Governance Scorecard? (‘Scorecard’) to
assess 873 Malaysian public listed companies. Earlier on, MWSG had used Malaysian Corporate Governance
(MCG) Index Scorecard’ in 2009 until 2011 but it was later changed as ASEAN countries agreed to use a
standard methodology that could be applied across the whole region.

The Scorecard essentially has two parts which are referred to as Level 1 and Level 2. The descriptions and
the mechanics in arriving the final score for each company are as follows:

Level 1

Level 1 comprised 179 items and
they were divided into five TABLE 8
parts corresponding with the Breakdown of Items in Level 1 Scorecard

OECD Principles. Each part

carried different weights based Part A PartB PartC PartD PartE Total
on the relative importance of .

the area. Table 8 shows the No. of items 25 17 21 41 75 179
number of items in each part Weights 10% 15% 10% 25% 40%  100%
and the weights attached to

each part.

Each item in Level 1 carried one point. Some items may also provide for a “Not Applicable” option. Where a
practice was mandated by laws, regulations or listing rules in a country, the company is assumed to have
adopted the practice unless there was evidence to the contrary. These items were referred to as ‘default
response items.

The overall score in each part of Level 1 was then computed by adding all the points in that part, adjusting
for items which were not applicable to the company. The total score for a company was then computed by
weighting the scores for each part according to the relative importance and totaling the weighted scores.

Level 2

Level 2 contains 32 bonus and penalty items collectively, each with a different number of points. The bonus
items were to recognise companies which went beyond items in Level 1 by adopting other emerging good
practices. The penalty items were designed to downgrade companies with poor governance practices which
are not reflected in their scores for Level 1, such as being sanctioned by regulators for breaches of listing
rules. The bonus and penalty items were designed to enhance the robustness of the Scorecard in assessing
the extent to which companies apply the spirit of good corporate governance.

The total bonus and penalty points are added to or subtracted from the total score in Level 1 to give the final
score for the company. Readers of this report should take note that the Scorecard relied heavily on
disclosures made by companies. In this regard, the accessibility of information disclosed is of utmost
importance.

“ Further details about ACMF and the ASEAN Corporate Governance Scorecard initiative are available at
www.theacmf.org and www.mswg.org.my

® The MCG Index Scorecard can be viewed at WWW.MsSwg.0org.my
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Accessibility of Information

The assessment of companies by way of the Scorecard relied primarily on information contained in annual
reports as at 31 July 2014 and company websites as at the date of assessment. Other sources of information
included company announcements, circulars, articles of association, minutes of shareholders’ meetings,
corporate governance policies, codes of conduct, and sustainability reports. Only information which was
publicly available and which was easily accessible and understood was used in the assessment. To be given
points in the Scorecard, disclosure must be unambiguous and sufficiently complete. To be assessed and
ranked, most of this information should be in English.

Sample Size

The current assessment was based on 873 companies® compared to 862 companies in 2013.

© Readers are advised to exercise caution when comparing the results and findings from the current assessment to
those of prior MCG Index assessments in 2009-2011.
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Over 60 years, our commitment to national development has rewarded one and all. Small, medium
and large-scale industries have emerged and grown. Malaysians nationwide are now accustomed to
the comforts that electricity can provide. We do all this to better lives for a brighter tomorrow.

www.tnb.com.my

@ TENAGA
NASIONAL

Beter. Brighter.
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APPENDIX 2

List of Default Response Items

A2 Right to participate in decisions concerning fundamental corporate changes.

Do shareholders have the right to participate in:

A21 Amendments to the company's constitution?

A22 The authorisation of additional shares?

A23 The transfer of all or substantially all assets, which in effect results in the sale of the
company?

Right to participate effectively in and vote in general shareholder meetings and

should be informed of the rules, including voting procedures that govern general
shareholder meetings.

A32 Does the company provide non-controlling shareholders a right to nominate candidates for
board of directors/commissioners?

A33 Does the company allow shareholders to elect directors/commissioners individually?

A3.14 Does the company allow for voting in absentia?

A4 Markets for corporate control should be allowed to function in an efficient and
transparent manner.

A4l In cases of mergers, acquisitions and/or takeovers, does the board of
directors/commissioners of the offeree company appoint an independent party to evaluate
the fairness of the transaction price?

B.1 Shares and voting rights

B.11 Do the company's ordinary or common shares have one vote for one share?

B31 Does the company have policies and/or rules prohibiting directors/commissioners and
employees to benefit from knowledge which is not generally available to the market?

B.3.2 Are the directors and commissioners required to report their dealings in company shares
within 3 business days?

B4 Related party transactions by directors and key executives.

B4.1 Are directors and commissioners required to disclose their interest in transactions and any

other conflicts of interest?

B.4.2 Does the company have a policy requiring a committee of independent
directors/commissioners to review material/significant RPTs to determine whether they
are in the best interests of the company and shareholders?

B.4.3 Does the company have a policy requiring board members (directors/commissioners) to
abstain from participating in the board discussion on a particular agenda when they are
conflicted?
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B4.4 Does the company have policies on loans to directors and commissioners either forbidding
this practice or ensuring that they are being conducted at arm's length basis and at market
rates?

D.5 External Auditor and Auditor Report

D.51 Are audit fees disclosed?

D.6 Medium of Communication

D.6.1 Quarterly Reporting

D.6.2 Company website

D.7 Timely filing/release of annual/financial reports

D.7.3 Is the true and fairness/fair representation of the annual financial statement/reports
affirmed by the board of directors and/or the relevant officers of the company?

E2 Board Structure

E27 Has the company set a limit of five board seats in publicly-listed companies that an
individual director may hold simultaneously?

E2.8 Does the company have any independent directors who serve on a total of more than five
boards of listed companies outside of the group?

E.2.22 Does the company have an Audit Committee?

E.2.23 Does the Audit Committee comprise entirely of non-executive directors/commissioners
with a majority of independent directors/commissioners?

E2.24 Is the chairman of the Audit Committee an independent director/commissioner?

E.2.25 Does the company disclose the terms of reference/governance structure/charter of the
Audit Committee?

E.2.29 Is the attendance of members at Audit Committee meetings disclosed?

E.3.8 Is the company secretary trained in legal, accountancy or company secretarial practices?

E3.11 Are all the directors/commissioners subject to re-election at least once every three years?

E.19.8 Did the Audit Committee meet at least four times during the year?

E.19.9 Is the attendance of members at Audit Committee meetings disclosed?

E.20.1 Does the company have a separate internal audit function?

A. Penalty - Rights of Shareholders

Al11(P) e Did the company fail or neglect to offer equal treatment for share repurchase to all

shareholders?

A.41(P) e Did the company fail to disclose the existence of Voting Cap?
A.42(P) e Did the company fail to disclose the existence of Multiple Voting Rights?
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(307414-T)

(wholly-owned subsidiary of LPI| Capital Bhd)

Head Office

GROWTH DRIVEN

VALUE CREATION

Lonpac’s credibility to be the preferred premier
insurance solutions provider is based on 53 years of
customer-centric service excellence.

The innovative range of insurance products are
directly tailored to the needs of our insured and
supported by a team of dedicated professionals. We
make the difference for our insured because we are
passionate about protecting their interests.

We don’t say we are different. Our insured tells us we
are different.

6™ Floor, Bangunan Public Bank, 6, Jalan Sultan Sulaiman, 50000 Kuala Lumpur, Malaysia.

Tel No. : (603) 2262 8688/ 2723 7888 Fax No. : (603) 2078 7455

Branch Offices

e Alor Setar e Penang ® Taiping ¢ Ipoh e Sitiawan ¢ Klang ¢ Kajang ® Seremban ¢ Melaka

e Segamat ® Batu Pahat e Johor Bahru e Singapore ¢ Kuantan e Kuala Terengganu
e Kota Bharu e Kuching ® Miri e Sibu ¢ Kota Kinabalu e Tawau ¢ Sandakan
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APPENDIX K

Back Row: En Wan Kamaruzaman Wan Ahmad, Mr. Wong Kum Cheong, Mr Gerald
Ambrose, Pn Lya Rahman and En Salleh Hassan

Front Row: Ms Lucy Wong Kam Yang, Prof. Dr. Shanthy Rachagan, Pn Rita Benoy
Bushon and Datin Paduka Kartini Hj. Abdul Manaf

MEMBERS OF THE ADJUDICATION COMMITTEE

® Puan Rita Benoy Bushon, Minority Shareholder Watchdog Group (MSWG)

e Datin Paduka Kartini Hj. Abdul Manaf, Permodalan Nasional Berhad (PNB)

¢ En Wan Kamaruzaman Wan Ahmad, Kumpulan Wang Persaraan Diperbadankan (KWAP)
e Mr. Wong Kum Cheong, Association Of Stockbroking Companies Malaysia (ASCM)

e Mr Gerald Ambrose, Aberdeen Asset Management

e MsLucy Wong Kam Yang, Institute of Internal Auditors Malaysia (I1A)

e En Salleh Hassan, Securities Industry Development Corporation (SIDC)

e Prof. Dr. Shanty Rachagan, Monash University
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Global Business Presence

@ Countries / Territories with Sime Darby operations

One Malaysian company is Malaysia’s
largest listed diversified multinational

We are a Malaysia-based diversified multinational operating in more than 25 countries and involved in key
growth sectors, namely plantation, industrial equipment, motors, property and energy & utilities. This

diversity gives us the experience, ability and knowledge to strive towards one goal: to develop Developing
sustainable futures for our stakeholders. Sustainable Futures

PACKAGING WITH PASSION

Daibochi Plastic & Packaging Industry Berhad.

www.daibochiplastic.com

& 7. Air Keroh Industrial Estate, Phase IV, 75450 Melaka, Malaysia.
(606) 2319779,  (606) 2328988.  sales@daibochiplastic.com

RED SUPPLIER
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APPENDIX 4

List of Top 100 Companies with Good Disclosures (By Rank)

P
s]

PLC Name

TELEKOM MALAYSIA BERHAD

BURSA MALAYSIA BERHAD

CIMB GROUP HOLDINGS BERHAD
MALAYAN BANKING BERHAD

AXIATA GROUP BERHAD

MALAYSIA AIRPORT HOLDINGS BERHAD
LPI CAPITAL BERHAD

UMW HOLDINGS BERHAD

PUBLIC BANK BERHAD

MEDIA PRIMA BERHAD

ASTRO MALAYSIA HOLDINGS BERHAD
RHB CAPITAL BERHAD

1JM CORPORATION BERHAD

TENAGA NASIONAL BERHAD

UEM SUNRISE BERHAD

MAXIS BERHAD

DRB-HICOM BERHAD

1JM LAND BERHAD

BRITISH AMERICAN TOBACCO (M) BERHAD
ALLIANCE FINANCIAL GROUP BERHAD
FELDA GLOBAL VENTURES HOLDINGS BERHAD
1JM PLANTATION BERHAD

SIME DARBY BERHAD

PETRONAS GAS BERHAD

PETRONAS CHEMICALS GROUP BERHAD
NESTLE (M) BERHAD

DIGI.COM BERHAD

KUMPULAN PERANGSANG SELANGOR BERHAD
KPJ HEALTHCARE BERHAD

GENTING MALAYSIA BERHAD

101 CORPORATION BERHAD

PETRONAS DAGANGAN BERHAD
MALAYSIAN RESOURCES CORPORATION BERHAD
ALLIANZ MALAYSIA BERHAD

GENTING BERHAD

© 00 N O O b wWwN PR
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MSM MALAYSIA HOLDINGS BERHAD
BIMB HOLDINGS BERHAD

MISC BERHAD

MALAYSIA BUILDING SOCIETY BERHAD

B W W
o ©

List of Top 20 Overall CG Companies -

P
o

PLC Name

TELEKOM MALAYSIA BERHAD
BURSA MALAYSIA BERHAD
MALAYAN BANKING BERHAD
AXIATA GROUP BERHAD

CIMB GROUP HOLDINGS BERHAD
MALAYSIA AIRPORT HOLDINGS BERHAD
PUBLIC BANK BERHAD

UMW HOLDINGS BERHAD

LPI CAPITAL BERHAD

MEDIA PRIMA BERHAD

© 00 N O O WN P

=
o

MALAYSIA MARINE AND HEAVY ENGINEERING BERHAD

No.

4
42
43
44
45
46
47
48
49
50
il
52
53
54
55
56
57
58
B9
60
61
62
63
64
65
66
67
68
69
70
71
72
IS
4
5
76
7
78
79
80

No.

11
12
13
14
15
16
17
18
19
20

PLC Name

UMW OIL & GAS CORPORATION BERHAD
POS MALAYSIA BERHAD

BUMI ARMADA BERHAD

GUINNESS ANCHOR BERHAD

KULIM (M) BERHAD

AMMB HOLDINGS BERHAD

TSH RESOURCES BERHAD

MMC CORPORATION BERHAD
AIRASIA BERHAD

OSK HOLDINGS BERHAD

IHH HEALTHCARE BERHAD

KUALA LUMPUR KEPONG BERHAD
SUNWAY BERHAD

GAS MALAYSIA BERHAD

MANULIFE HOLDINGS BERHAD

AFFIN HOLDINGS BERHAD

FRASER & NEAVE HOLDINGS BERHAD
TOP GLOVE CORPORATION BERHAD
HAP SENG CONSOLIDATED BERHAD
HONG LEONG FINANCIAL GROUP BERHAD
DAIBOCHI PLASTIC AND PACKAGING INDUSTRIES BERHAD
PRESTARIANG BERHAD

ORIENTAL HOLDINGS BERHAD
TROPICANA CORPORATION BERHAD
MASTER-PACK GROUP BERHAD
DIALOG GROUP BERHAD
SAPURAKENCANA PETROLEUM BERHAD
GENTING PLANTATIONS BERHAD
MAGNUM BERHAD

C.1.HOLDINGS BERHAD

1Q GROUP HOLDINGS BERHAD
CYPARK RESOURCES BERHAD
GAMUDA BERHAD

HONG LEONG BANK BERHAD
CARLSBERG BREWERY (M) BERHAD
PLENITUDE BERHAD

ENGTEX GROUP BERHAD

ECS ICT BERHAD

SURIA CAPITAL HOLDINGS BERHAD
FOCUS POINT HOLDINGS BERHAD

PLC Name

ASTRO MALAYSIA HOLDINGS BERHAD
MAXIS BERHAD

BRITISH AMERICAN TOBACCO (M) BERHAD
TENAGA NASIONAL BERHAD

RHB CAPITAL BERHAD

1JM CORPORATION BERHAD

UM LAND BERHAD

DRB HICOM BERHAD

UEM SUNRISE BERHAD

NESTLE (M) BERHAD

No.
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
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PLC Name

GD EXPRESS CARRIER BERHAD

SP SETIA BERHAD

QL RESOURCES BERHAD

STAR PUBLICATIONS (M) BERHAD
HARTALEGA HOLDINGS BERHAD
LAFARGE MALAYSIA BERHAD

BATU KAWAN BERHAD

MUDAJAYA GROUP BERHAD

LBS BINA GROUP BERHAD

AMWAY (M) HOLDINGS BERHAD

FABER GROUP BERHAD

WESTPORTS HOLDINGS BERHAD
SARAWAK PLANTATION BERHAD
ANALABS RESOURCES BERHAD
KOSSAN RUBBER INDUSTRIES BERHAD
MEDIA CHINESE INTERNATIONAL LIMITED
ZHULIAN CORPORATION BERHAD
MATRIX CONCEPTS HOLDINGS BERHAD
FAVELLE FAVCO BERHAD

MBM RESOURCES BERHAD

Disclosures with ROE Performance (By Rank)
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APPENDIX 5

AWARDS ACCORDED BY MSWG

Exemplary AGM Minutes

Bursa Malaysia Berhad
Telekom Malaysia Berhad

Exemplary ESG Practices
Axiata Group Berhad
CIMB Group Holdings Berhad
Malayan Banking Berhad
Sime Darby Berhad
Telekom Malaysia Berhad

Top Corporate Governance Recognition

Mid Cap (>RM750m to RM3b)
IJM Plantation Berhad

Mid Cap (>RM100m to RM750m )
Daibochi Plastic and Packaging Industry Berhad

Small Cap (RM100m and below )
Master-Pack Group Berhad

Industry Excellence

Plantation

Felda Global Ventures Holdings Berhad
Property

IJM Land Berhad
0Oil & Gas

Petronas Gas Berhad

Financial
Malayan Banking Berhad

Industrial/Trading
IJM Corporation Berhad

Consumer Goods
UMW Holdings Berhad

Consumer Services
Astro Malaysia Holdings Berhad

Telecommunications / Utilities
Telekom Malaysia Berhad

MALAYSIA-ASEAN CORPORATE GOVERNANCE REPORT 2014
APPENDICES

Investor Watchdog Peer Recognition

Mr David Gerald - Founder, President & CEO,
Securities Investors Association (Singapore)

CG Wiriter of the Year

Datuk John Zinkin - Managing Director,
Zinkin Ettinger Sdn Bhd

Chairman of the Year

Tan Sri Abdul Halim Ali - Chairman,
IJM Corporation Bhd

CEO of the Year

Dato’Sri Jamaludin Ibrahim - Managing Director /

Group Chief Executive Officer, Axiata Group Berhad

Top Transparency Recognition

Telekom Malaysia Berhad

Top Corporate Governance Recognition
Axiata Group Berhad
Bursa Malaysia Berhad
CIMB Group Holdings Berhad
Malayan Banking Berhad
Telekom Malaysia Berhad



MALAYSIA-ASEAN CORPORATE GOVERNANCE REPORT 2014 PAGE 95
APPENDICES

KEY CORPORATE GOVERNANCE STATISTICS OF TOP 100 PLCSIN MALAYSIA
Based on ASEAN CG Scorecard Methodology (2012-2014)

95% 95%
- 45%
43%
2013 2014 40%
94%
2012 2012 2013 2014
Separation of Chairman & CEO Independent Chairman

2014 80%

9% 9.7% | 118.7%

2012 2013 208 2013 [ /0%
2012 [ 3s%

Women on Boards Companies having Board Charter

68%

26%

2014

0,
2013 2013 7%
2012 1%

Companies having Code of Ethics Companies that published AGM Minutes

2012 2013 2014

94%

97%

Companies with Whistle Blowing Policy Companies with Corporate Responsibility Policy
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APPENDICES
KEY CORPORATE GOVERNANCE STATISTICS OF
PUBLIC LISTED COMPANIES IN MALAYSIA
Assessment by Minority Shareholder Watchdog Group
(2009-2014)
MACRO STATISTICS

PUBLIC LISTED COMPANIES 2014 2013 2012 2011 2010 2009
Total No. of Listed Companies 906 930 927 941 957 960
No. of Companies Covered® 873 862 500 820 898 899
Companies Covered in Index (%) 96% 93% 54% 87% 94% 94%
MARKET CAPITALISATION 2014 2013 2012 2011 2010 2009
All Public Listed Companies 1,683 1,484 1,420 1,250 1,243 977
(RM billion)

Top 100 in Corporate Governance Score 1,304 1,041 766 858 589 570
(RM billion)

Top 100 in Corporate Governance Score (%) 77% 70% 54% 69% 47% 58%

CORPORATE GOVERNANCE STATISTICS

CORPORATE GOVERNANCE BASE SCORE? 2014 2013 2012 2011 2010 2009
No. of Companies Covered 873 862 500 820 898 899
Average Base Score for all Companies 60.23 61.59 56.70 57.50 55.60 52.00

Average Base Score for Top 100 76.82 75.99 68.20 66.90 66.00 66.40
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Average board size (intentionally did not round up) 8.6 8.5 8
Average no. of board meetings 7.6 7.2 6.7
Separation of Chairman & CEO 95% 95% 94%
Independent Chairman 45% 43% 40%
Board Balance: 250% INEDs 51% 35% 33%
Board assessments carried out 81% 77% 76%
Tenureship of INEDs > 9 years 46% 38% 34%
Average INED tenureship (Year) 6 6 7
Existence of NC 100% 100% 98%
NC comprised majority of INEDs 99% 94% 94%
Existence of RC* 98% 94% 99%
RC comprised majority of INEDs 86% 81% 87%

No. of Women on Boards

Female EDs on board 15 13

Female NINEDs on board 26 28 39"

Female INEDs on board 60 41 34

Total No. of Women on boards 101 82 73
Women on Boards (%)

Female EDs on board 1.7% 1.50% 4.8%"

Female NINEDs on board 3.0% 3.30%

Female INEDs on board 7.0% 4.90% 4.20%

Total No. of Women on boards 11.7% 9.7% 9%
*Total No. of Female EDs and NINEDs
Companies having Board Charter 80% 70% 38%
Companies having Code of Ethics 68% 57% 58%
Companies that published AGM Minutes 26% 7% 1%
Companies that published M&A 22% 11% 8%
Companies disclosing individual director remuneration 35% 39% 34%
Companies with Dividend Policy 35% 38% 34%
Companies with Whistle Blowing Policy 51% 48% 42%
Companies with Corporate Responsibility Policy 97% 94% 90%
Companies disclosing training attended by each Director 59% 65% 56%
Annual Financial Report released within 4 months 82% 81% 81%
Board review of material control & risk mgt systems 63% 78% 38%
Disclosure of how key risks are managed 62% 60% 58%

Establishment of board-level RMC 35% N/A N/A
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KEY BOARD STATISTICS

No. of Companies Surveyed
Average board size (intentionally did not round up)
Average no. of Board Meetings
Separation of Chairman & CEO
Independent Chairman

Board Balance: 250% INEDs
Board assessments carried out
Tenureship of INEDs > 9 years
Average INED tenureship (Year)
Existence of NC

NC comprised majority of INEDs
Existence of RC

RC comprised majority of INEDs

ACCOUNTABILITY AND AUDIT

No. of Companies Surveyed

Disclosed cost incurred for IAF®
Non-audit fees exceeded the audit fees

BOARD DIVERSITY
No. of Companies Surveyed
Total No. of directors on board
No. of Women on Boards for all companies
Female EDs on board
Female NINEDs on board
Female INEDs on board
Total No. of Women on boards
Women on Boards (%)
Female EDs on board
Female NINEDs on board
Female INEDs on board
Total No. of Women on boards

OTHER DISCLOSURES

No. of Companies Surveyed

Companies having Board Charter

Companies having Code of Ethics

Companies that published AGM Minutes

Companies that published M&A

Companies disclosing individual disclosure of remuneration
Companies with Dividend Policy

Companies with Whistle Blowing Policy

Companies with Corporate Responsibility Policy
Companies disclosing training attended by each director
Annual Financial Report released within 4 months

MALAYSIA-ASEAN CORPORATE GOVERNANCE REPORT 2014
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SUMMARY OF FINDINGS FOR ALL THE COMPANIES COVERED

2014
873
7.34
5.75
79%
42%
43%
54%
53%
7.2
98%
96%
95%
81%

2014
873

96%
5%

2014
873
6,270

226
120
225
571

3.6%
1.9%
3.6%
9.11%

2014
873
55%
34%
3%
3%
8%
8%
13%
67%
50%
88%

2013
862
715
5.6
82%
40%
39%
43%
47%
6.7
95%
93%
94%
80%

2013

862

96%
5%

2013
862
6,177

221
118
195
534

3.60%
1.90%
3.20%
8.60%

2013
862
41%
26%
1%
3%
9%
8%
12%
64%
50%
85%

2012
500
7.64
58
85%
37%
27%
42%
54%
7
92%
88%
94%
77%

2012

500

92%
7%

2012
500
3,819

175
36

117

328

4.50%
1.00%
3.10%
8.60%

2012
500
16%
23%
0.20%
2%
15%
17%
13%
75%
49%
81%

2011
820
7.31
55
82%
35%
43%
23%
6.6
92%
82%
93%
51%

2011
820
81%

2011
820
5,994

504

8.40%

2011
820
6%

8%
8%
9%
79%

83%

2010
898
7.27
5.4
83%
34%
40%
24%
6
90%
82%
93%
46%

2010
898
75%

2010
898
6,528

535

8.20%

2010
898
4%

6%
6%
6%
51%

28%

2009
899
7.29

54

60%
30%
37%
17%
89%
80%
91%
48%

2009
899
26%

2009
899
6,554

492

7.50%

2009
899
4%

5%

5%

3%
49%

24%
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2014 2013 2012 2011 2010 2009
No. of Companies Surveyed 873 862 500 820 898 899
Construction 992000 877,000 947000 688000 731,000 641,000
Consumer Products 831,000 893000 1308000 676000 578000 550,000
Finance 3,085,000 2,801,000 2,618,000 2,050,000 1,648,000 1,937,000
Hotel 635000 781,000 550000 391,000 468000 304,000
Industrial Products 922000 908000 1105000 622000 566000 567,000
Infrastructure 2,209,000 3449000 2903000 1633000  1611,000 1,205,000
Mining N/A 82,000 56,000 64,000 32,000 28,000
Plantation 1818000 1497000 1373000 1325000 995000  1111,000
Property 1492000 1300000 1117000 798000 688000 732,000
Technology 466,000 455,000 793,000 428,000 354,000 339,000
Trading/Service 2375000 1651,000 2279000 1255000 1016000 925000

**Not applicable as the mining company which has been surveyed has no Executive Director.

2014 2013 2012 2011 2010 2009

No. of Companies Surveyed 873 862 500 820 898 899

Construction 71,000 65,000 85,000 67,000 81,000 57,000
Consumer Products 67,000 57,000 74,000 71,000 66,000 55,000
Finance 365,000 315,000 281,000 320,000 300,000 200,000
Hotel 41,000 46,000 46,000 80,000 72,000 57,000
Industrial Products 62,000 68,000 67,000 51,000 48,000 47,000
Infrastructure 88,000 69,000 64,000 67,000 67,000 61,000
Mining 49,000 41,000 49,000 44,000 43,000 38,000
Plantation 128,000 102,000 106,000 105,000 72,000 101,000
Property 81,000 98,000 98,000 82,000 60,000 73,000
Technology 42,000 39,000 55,000 37,000 33,400 30,000
Trading/Service 84,000 97,000 125,000 95,000 69,000 66,000

NOTES

! For 2009, 2010, 2011, 2013 and 2014 all companies were covered, whilst in 2012, Top 500 companies based on market
capitalisation as at 30 June 2012 were covered. REITs, PN17, GN3, privatised and newly listed companies were excluded.

% For 2009 - 2011, the methodology was by way of MSWG's Malaysian Corporate Governance Index which included performance
measures, whilst the methodology for 2012 - 2014 was by way of ASEAN Scorecard which did not include performance measures.

® Abbreviation of Nomination Committee
“ Abbreviation of Remuneration Committee
> Abbreviation of Internal Audit Function

6 L. . .
Sector categorisation as per Bursa's classification.
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WINNERS OF THE MSWG MALAYSIAN-ASEAN CG AWARDS 2014

Top Corporate Governance Recognition

(from left) Malayan Banking Bhd CEO Datuk Abdul Farid Alias, Telekom Malaysia Bhd CEO Tan Sri Zamzamraini Md
Isa, MSWG chairman Tan Sri Datuk Dr. Sulaiman Mahbob, DPM Tan Sri Dato Hj Muhyiddin Hj Md Yassin, MSWG
CEO Pn Rita Benoy Bushon, Bursa Malaysia Bhd CEO Dato’ Tajuddin Attan, CIMB Group Holdings Bhd Company
Secretary Datin Rossaya Mohd Nashir and Axiata Group Bhd CEO Dato’ Sri Jamaludin Ibrahim

Industry Excellence Award Winners

(from left) UMW Holdings Bhd CEO Datuk Syed Hisham Syed Wazir, IJM Corporation Bhd Chairman Tan Sri Abdul
Halim Ali, Telekom Malaysia Bhd TM Group Chief Internal Auditor Encik Hazimi Kassim, MSWG Chairman Tan Sri
Datuk Dr. Sulaiman Mahbob, DPM Tan Sri Dato Hj Muhyiddin Hj Md Yassin, MSWG CEO Pn Rita Benoy Bushon,
Astro Malaysia Holdings Bhd CIO, Mr Raymond Tan, Petronas Gas Bhd CFO Pn Aida Azizah Md Jamaluddin, IJM
Land Bhd MD Dato’ Soam Heng Choon, Felda Global Ventures Bhd INED En Fazlur Rahman Ebrahim and Malayan
Banking Bhd GCFO En Mohamed Rafique Merican
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Chairman of the Year

Tan Sri Abdul Halim Ali

CEO of the Year

Dato’ Sri Jamaludin Ibrahim
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CG Wiriter of the Year
Datuk John Zinkin

Investor Watchdog Peer Recognistion
Mr David Gerald
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DISCLAIMER

This Report and the contents thereof and all rights relating thereto including all
copyrights are owned by the Minority Shareholder Watchdog Group.

While every care has been taken in the preparation of this publication, no claim can be
made on the accuracy of the data. The MSWG and/or its directors, employees and
associates shall not be held liable in any way and/or for anything appearing in this
publication.

The use and interpretation of the data and analysis in this publication is solely and
exclusively so used at the risk of the user. The data and analysis contained in this
publication may, however, be quoted with proper acknowledgement of MSWG.

Copyright @ 2014 by the Minority Shareholder Watchdog Group

All rights reserved
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