Annual General Meetings — An anachronism in the global capital market

ARG FL

Public listed companies, whether they like it or not, are required by law to hold annual
general meetings (AGMs) for three basic reasons: (i) To have certain resolutions voted on by
shareholders; (ii)) To have the board of directors present the annual report and company
accounts for shareholders to adopt; and (iii) To give shareholders the right to seek
information on the company’s activities and raise issues of concerns about its operations and
governance.
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After all, the AGM is the only monitoring mechanism by law calling directors to account for
their stewardship of a company’s affairs. Why are retail shareholders not taking the AGM
seriously? Are they at the AGM for shareholder perks such as door gifts and refreshments?
Are they familiar with the primary criteria of investing in any listed company for its share
prices and dividend yield prospects?

SEERN, BRI ERPRRINENH SRR ORI ARIRTERRE, AT e
INBAHHRRSA RSN EE FE T FLmaEt), a8 AL bl B e ) L A T R
M —AELEI 2 M T X A 2 LY — SRR VISR T % 7

If the AGM is to remain the relevant occasion for retail shareholders to voice out and call
directors to account for their duties, why do they have to fear AGM to be full of intrigue and
paradox? Are they easily daunted by the sheer length of voluminous annual reports or
circulars, let alone read them? Or is it only about passing a few mundane resolutions and
getting to the drinks and snacks as soon as possible? Yet when the shareholders adopt the
company’s accounts, they can no longer re-open it.
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Disclosure notes and explanations are often the place where less scrupulous directors may
tuck away information they are supposed to provide, but they keep it as quiet as possible.
Unable to discern these notes, shareholders can allow “unpleasant things” to be tucked away,
well out of the spotlight! Annual reports are often nebulous, of course, for what they conceal
as well as what they reveal. More valuable information is seen in a set of company accounts
than just the bottom-line if only shareholders know where to look for it.
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The ability to interpret annual report and accounts is an essential investment skill.
Stakeholders of every kind make judgments, and raise queries on what they see in the annual
report. Hence, the role of corporations on corporate social responsibility has broadened across
stakeholder groups. Why are retail shareholders not getting their act together to make their
voice heard, loud and clear? They get disheartened when they see institutional shareholders
holding more shares to have more say and yet, seldom show the clout or do not attend the
general meetings.
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Certain chairmen are happy to have the shortest AGM with the least shareholders present.
Directors and management sometimes seem to outnumber shareholders at the AGM. They
probably would prefer to give it a miss sometimes if they could, allowing no time for
questions from shareholders. Why do they need to face scrutiny from shareholders? Why do
not they have the sole discretion to run the business? Since when do retail shareholders have
the need or even ability to discern every nuance of company’s affairs?
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Most resolutions are generally voted by show of hands. A call for poll is demanded only
when and unless a fraction of disgruntled shareholders stand against certain resolutions. No
wonder some chairmen regard the AGM as a dry event to be dispensed with quickly. Their
callous attitudes often irritate, offend or frustrate certain shareholders who feel shortchanged
or suspicious of the board’s intentions.
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A pivotal role of questions and answers (or dialogue) session is the effective way to manage
the event. Since it is this session that most chairmen regard with some anxiety, it is so central
to the AGM paradox. Tough questions are usually more tensed and need appropriate
responses otherwise it could cause the meeting down to a chaotic state as the shareholders’
entire mood change hostile and unfriendly. Often, provocative remarks to directors are
amusing to other shareholders present when the AGM runs out of chord.
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Despite its shortcomings, the AGM is still the only occasion for directors and management to
meet shareholders in person to provide appropriate responses and at times, to address
penetrating questions. How the chairman deals with a mix of good and bad news, is going to
set the tone and character of the general meetings. Indeed, a snappy and witty response works
best through genuine interactions between the chairman and shareholders.

BRI N FERR, ARSI EE A S, (e e R S SR S,
I@gﬁﬁ?ﬁ?ﬂ@ﬁﬁ1%%%@@%%%%&J%ﬁﬁ%ﬁﬁﬁiF%Eﬁ%%
%na J, ‘mﬁi

Retail shareholders seldom get perturbed unless their attitudes are in some ways affected by
their anxiety and disappointment over the company’s performance. They could often get to
the point for being rough, mincing no words and hurling blunt criticisms of the chairman and
directors. The best practice is for the chairman and directors to be open and frank, freely
allowing shareholders to set and lead the mood. Nothing matches more than their patience
and understanding to allow more time for shareholders to raise critical issues to be dealt.
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In certain situations, the chairman falls to the temptation, playing a dominant role. Instead of
being courteous and engaging, he uses the AGM to display his arrogance or ego, discounting
other board members and management during the dialogue session. In such situations, the
shareholders could feel disappointed and disgusted at their poor performances. The role of the
chairman is always to maintain a firm control and leadership of the meeting, bringing out the
personality, character and talents of his board members. Shareholders can get quite impressed
with the way the board and management complement each other, working as a coherent team,
presenting themselves effectively at the general meetings.
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The burden is always squarely on the chairman to conduct himself appropriately during the
general meeting to allow an open and frank question session. By using his prerogative to
restate and as appropriate, to reframe the question without distorting the queries of
shareholders, the chairman can establish the correct ambience and posture for the session at
the general meeting
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A positive impression can be created as much by the way the chairman or directors respond
to the questions as it is by the way the answers are given. To avoid a reputation risk, the
Chairman or directors cannot afford to be in a position where they cannot answer a question
on the company accounts. The tricky questions tend to be those concerning with directors’
remuneration and their independence. The AGM is no longer the sanctuary it was. Has
shareholder activism been seen as an anachronism in the global capital market? On-going
shareholder engagement is a cornerstone in any company’s strategy for shareholder-investor
relations, and the AGM will remain an ideal forum for this.
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