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17 MAY 2013

MESSAGE FROM THE CEO

 

In governance circles, there is no hotter topic currently than the debate of whether the

roles of Chairman and CEO/MD should be split. Our stance on this issue is crystal-clear:

the roles of Chairman and CEO must be separated for check and balance purposes.

Doing so increases the board’s independence from management and thus leads to better

monitoring and oversight.

As a matter of course, we strongly believe that the CEO should manage the company to

the best of his or her ability, while the Chairman leads the board in overseeing (hiring,

compensating, and replacing as necessary) the CEO on behalf of shareholders. Having

such a clear demarcation of roles will definitely be in line with the spirit of best practice principle for long term

sustainability of the company. This practice is especially important in large financial conglomerates where the

risks are huge and systemic in nature. For the information of readers, in Malaysia the Corporate Governance

Code strongly advocates the separation and the Listing Requirement requires companies to explain departure

from this Code in the Annual Report.

This matter has real relevance in US currently as JP Morgan shareholders will be voting on Jamie Dimon’s

separation of roles in their upcoming AGM. It is said that there were issues as regards information flow to the

Board on risk limits that caused the infamous 2012 trading loss dubbed ‘the London Whale’ debacle that cost

JP Morgan more than $6 billion. Investors saw this matter as a “serious governance failure”  which among

others could have been due to the non-separation of the roles. The resolution to separate these roles came

from its pension fund shareholders -- there is no better time than now to finally separate the roles.

As we are on the subject of CEOs, we have recently noted several incidents of company CEOs who have

publicly supported one political faction over another. It is important that CEOs must put the interests of its

minority shareholders at heart and not risk the erosion of its shareholders’ value by their conduct. Thus we

ought to debate on whether CEOs of PLCs ought to refrain from such action.

As regards AirAsia X’s IPO, we are positive on the higher proportion of share allocation to retail investors

around 10% as compared to the 2% offered by most other companies, and this translates to around 252

million shares of its enlarged share capital.

With a large number of Malaysians expected to subscribe to the shares, it would be interesting to see how the

promoters of AirAsia X originate a balloting mechanism to all its public retail investors with the promised free



tickets: a zero fare return air ticket to any destinations for investors that subscribe 10,000 IPO shares, and

three tickets for those who subscribe 100,000 IPO shares.

On the relisting of IOI Properties, to recollect, 4 years ago MSWG strongly believed that minority shareholders

should not accept the privatisation offer at a total valuation at RM2.05 billion, as the assets were not revalued

and the offer was at a huge discount to its NTA, unless a better price was given at that time. However

minority shareholders accepted the offer perhaps due to the fear of being shareholders in an unlisted entity.

With the announcement made a few days ago, it looks like MSWG had been right by taking this stand as now

it could be relisted at indicative valuations of RM9.8 billion which is approximately 478% more than what IOI

Corporation had offered in 2009!

Separately,  our PM has decided on his cabinet whom he can work best with and lead Malaysia moving

forward towards the target of becoming an advanced nation, physically, mentally and spiritually!

Regards,

Rita

MSWG's QUICK TAKE ON ONGOING CORPORATE

TRANSACTIONS

TIGER SYNERGY BHD (“TIGER SYNERGY”)

Datuk Seri Mohd Nadzmi Mohd Salleh has ceased to become a substantial shareholder of Tiger Synergy. His

vehicle, Hayat Maya Sdn Bhd., had earlier accumulated about 14.18% equity interest in Tiger Synergy before

starting to sell his stake in the company in April.

Based on Bursa Malaysia (“Bursa”) announcements, Datuk Seri Mohd Nadzmi has disposed of Hayat’s entire

stake at 20 sen per share. Mohd Nadzmi first surfaced as a substantial shareholder of Tiger Synergy in

November last year when he acquired a 5.26% stake at 45.3 sen per share.

COMMENT:

The withdrawal of Datuk Seri Mohd Nadzmi from Tiger Synergy via the disposal of Hayat Maya Sdn Bhd’s

shares in the company seems to indicate that Tiger Synergy MD Datuk Tan Wei Lian and his sister have

won the boardroom tussle that first began in November. More importantly for shareholders, the uncertainty

that has descended over the stock is now hopefully lifted and normal business can resume.

HB GLOBAL LIMITED (“HB GLOBAL”)

China-based HB Global Ltd, previously known as Sozo Global Ltd, has slipped into Practice Note 17

categorisation after its external auditors Messrs Paul Wan & Co made an audit disclaimer opinion on the

ready-to-serve food producer, noting that it was “unable to satisfactorily and independently substantiate the

bank balance of the subsidiary company”.

COMMENT

It is unfortunate that despite having Khazanah Nasional as a strategic shareholder (via Agro Treasures Sdn

Bhd., an outsourced fund initiated by Khazanah and managed by Vida Inc Sdn Bhd for investment in the

agricultural and food sector), it was unable to prevent HB Global from falling into distress.

Nonetheless, given Khazanah’s strategic importance to Malaysia, it would be good for the state investment

fund to disclose what went wrong within HB Global so as to hopefully prevent a similar situation from being



repeated.

GOLDIS BHD (“GOLDIS”)

Goldis has proposed a distribution involving its entire 30.59% equity interest in IGB Corp Bhd (“IGB”).

However Goldis will not distribute its IGB shares directly to shareholders. Instead, the company will transfer

its 30.59% stake or 429.67 million shares in IGB to an unlisted special purpose vehicle (SPV), Steady

Paramount Sdn Bhd (“Steady Paramount”), through which the shares will be distributed to its shareholders.

COMMENT

From a minority shareholder perspective, the ideal method should have been in the more direct form of an

IGB share distribution, which are publicly traded on Bursa rather than unlisted shares in Steady Paramount.

Instead, through Steady Paramount, the Tan family could potentially raise their effective stake in IGB

without having to launch a general offer.

 

MSWG's WATCHLIST
IOI CORPORATION BERHAD (“IOI CORP”)

IOI Corp announced the setting up of a new listed corporation to demerge the property development and

property investment related business from its plantation business.  IOI Properties Berhad (“IOI Prop”) will be

injected into the listed corporation.  In addition, the listed corporation will be buying several property

companies as well as land from IOI Corp and Tan Sri Lee.

Besides getting a free distribution of 1 for 3, IOI Corp shareholders will be entitled for restricted offer for sale

on the basis of 1 for 6 at an offer price to be determined later.

The share price of listed corporation is valued at RM4.46 per share.  That effectively translated to about

RM14.6 billion of market capitalization (based on paid-up capital of 3.26 billion of shares).

That will catapult IOI Prop to be the biggest property based company by market capitalisation, listed in Bursa,

ahead of UEM Land Holdings Berhad which was trading at RM13.7 billion of market capitalization as at 14

May 2013.

MMC CORPORATION BERHAD (“MMC”)

Has deferred the listing of Malakoff Corp Bhd until mid-2014 because it wanted to first upgrade its Tanjung

Bin power plant in Johor and ramp up its generating capacity. Group Managing Director Datuk Hasni Harun

said the conglomerate wanted to increase its generating capacity to 10,000 megawatts (MW) from 5,020MW.

On the Jazan Economic City development project, MMC is seeking RM160 million alongside additional value

of compensation from the Saudi Arabia government for its termination.

Local News and Developments
Goldis Plans Share Distribution

http://www.theedgemalaysia.com/business-news/238294-goldis-plans-capital-distribution-.html

Nadzmi Exits Tiger Synergy

http://www.theedgemalaysia.com/business-news/238590-nadzmi-makes-exit-from-tiger-synergy.html

China-based HB Global slips into PN17 category



http://biz.thestar.com.my/news/story.asp?file=/2013/5/9/business/13086093&sec=business

Convincing SMEs still a major hurdle, says IIM

http://www.thesundaily.my/news/695099

Global News and Developments
JPMorgan shareholders will vote on separating chairman and CEO

http://biz.thestar.com.my/news/story.asp?file=/2013/5/11/business/13095499&sec=business

EU plan on corporate governance will bolster shareholders’ duties as well as rights

http://www.irishtimes.com/news/crime-and-law/eu-plan-on-corporate-governance-will-bolster-shareholders-

duties-as-well-as-rights-1.1388978
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Feedback
We welcome your feedback on our newsletter and our work. Email us at mswg.ceo@mswg.org.my with your

comments and suggestions.

DISCLOSURE OF INTERESTS·         

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

covered in this newsletter save for HB Global and Goldis.

·         The CEO of MSWG owns a small interest in IOI Corp.

DISCLAIMER

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

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

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

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

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

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

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

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

other financial instruments thereof.

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



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

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

advice before taking any action based on this newsletter.

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