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MESSAGE FROM THE CEO
 

"Selamat Pulang” from the Raya break which I hope would bring about some extra post

energy into the workplace.

One significant piece of news which hogged several media just two days before Hari

Raya was the announcement as regards the Country Heights Grower Scheme (“CHGS”).

For background information, this scheme which was the first oil palm scheme of its kind in

Malaysia  provided  public  investors  with  an  opportunity  to  participate  in  the  palm oil

industry. The scheme first conceived in year 2007 was to have lasted for 23 years where

investors would share the profit of the produce as well as have a piece of its assets at

termination. The scheme was terminated prematurely after a meeting with all investors where it was agreed

that 10% of the investors’ fees would be paid back within 30 days after the meeting and the balance of 90%

would be paid within 6 months after the meeting. In addition, a 12% dividend amounting to RM25 million

would be paid as a goodwill payment by Tan Sri Lee Kim Yew who was the founder of CHGS.

We note that, based on the CHGS’s press release, these payments have been made to the trustee of the

scheme, CIMB Trustee for release to the investors. We hope that the trustee will expedite this payment.

For information, we also note that the amendments to the proposed Interest Schemes Bill have taken into

consideration  some  elements  of  tightening  of  the  regulatory  structure  such  as  having  annual  general

meetings amongst investors and management to protect investors. In this regard, we hope that an enabling

clause be embedded in the Interest Schemes Bill to allow investors or its trustees to change management, if

necessary.

On the economic front, recently Fitch Ratings has revised Malaysia’s outlook downwards to ‘negative’ from

‘stable’ and cited that the prospects for budgetary reform and fiscal consolidation to address weaknesses in

the public finances have worsened.

However, S&P and Moody’s have reaffirmed the ratings on Malaysia with stable outlook.

As reported by S&P, the rating was on the back of Malaysia’s net external asset position of about 8% of GDP,

and official reserves covering about six months current account payments with continuing, albeit declining,

trade surpluses.
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As for Moody’s, the rating was based on Malaysia’s relatively healthy growth outlook and foreign exchange

reserve buffer compared to its vulnerability to weaker external demand.

For  information of  readers,  according to Bank Negara,  the international  reserves amounting to RM438.3

billion is sufficient to finance 9.7 months of retained imports and is 4.3 times the short-term external debt.

Stating the above, policymakers must, nevertheless, take any negative rating as a signal to address any gaps

in macroeconomic matters. We also noted that policy measures will be unveiled in the forthcoming budget in

October 2013 to address these issues.

Regards,

Rita

MARKET AND REGULATORY UPDATES

COMPANIES BILL & INTEREST SCHEMES BILL

MSWG’s COMMENTS:

We had on 7 August 2013 submitted to the CCM our feedback on the proposed bills and amongst the salient

points are:

Companies Bill

-     “Emoluments” of directors should be clearly defined to include “Remuneration” and “Gratuity” of directors.

In addition, the definition of “Remuneration” should be included in the interpretation;

-     The shareholding threshold of 10% for the application to the Court to have the variation of rights attached

to shares in any class of shares disallowed and for requisition of shareholders’ meetings should be lowered to

5%;

-     Notice period of all meetings (including EGMs) to be at least 21 days or longer;

-      Should there be a specific  provision to  cater  for  or  facilitate  class action for  minority  shareholder

protection?

-     There should be enabling clauses to provide for electronic voting and minority slate for directors.

Interest Schemes Bill

-     Should include a provision to allow participants to request for copy of minutes of AGM.

-     There should also be an enabling clause to provide for members to change the Management of the

interest scheme.

MSWG QUICK TAKE ON ONGOING CORPORATE

TRANSACTIONS

OSK HOLDINGS BERHAD (“OSK”)

The Independent Adviser (“IA”), Affin Investment Bank had expressed the view that the privatisation offer was

not fair and not reasonable. In the Independent Advice Circular (“IAC”), the IA advised minority shareholders

to reject the offer at RM1.68 which is at a discount of between 10.64% to 21.86% to the RNAV per OSK

share.

Based on the unaudited net asset per share as at 31 March 2013 of RM2.57, the offer price represented an

implied price to book ratio (“PBR”) of 0.65x and this was lower than the lowest unaudited PBR of comparable
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companies of 1x and also lower than the average unaudited PBR of comparable companies of 1.57x.

Compared to the market price, the offer price was at a mere 2.44% premium to the price of RM1.64 on the

last trading day on 8 July 2013 prior to the offer announcement.

The IA also advised that the offeror does not intend to undertake any material changes to the existing

business of the OSK Group, and by accepting the offer, minority shareholders would be foregoing the

opportunity to partake in the positive future prospects of the OSK Group.

MSWG’s COMMENTS:

Based on the above, minority shareholders would need to consider the advice by the IA.

 

KULIM (MALAYSIA) BERHAD (“KULIM”)

Kulim had on 20 June 2013 proposed to make a partial offer for up to 20% of New Britain Palm Oil Limited

(“NBPOL”) shares for a cash consideration of GBP 5.50 per share. The IA of NBPOL had advised

shareholders to reject the offer as the offer was not fair or reasonable. In addition, the independent directors

of NBPOL were also of the view that the negative aspects of the offer far outweighed any advantages the

offer provided and thus recommended shareholders to reject the offer. The positive and negative aspects of

the partial offer are stated below:

Positive aspects of the offer:

1)   premium to the current market price;

2)   present liquidity opportunity for NBPOL shareholders as NBPOL shares has been relatively illiquid;

      and

3)   may improve market sentiment towards the NBPOL share.

 

Negative aspects of the offer:

1)   the offer price significantly undervalued NBPOL’s shares;

2)   the partial offer would reduce liquidity in NBPOL’s shares;

3)   accepting the partial offer would deprive shareholders’ exposure to NBPOL’s growth opportunities

4)   upon the acceptance of the partial offer, NBPOL may not satisfy the free float requirements which may

result in it being delisted from the exchange;

5)   if NBPOL is delisted, the Relationship Agreement with Kulim will be automatically terminated and the

minority shareholders will  cease to have the benefit of the Relationship Agreement; and

6)   potential changes to NBPOL’s operations post-partial offer.

MSWG’s COMMENTS:

Based on the foregoing, minority shareholders would need to consider the advice by the IA.

 

MTD ACPI ENGINEERING BERHAD (“MTD ACPI”)

MTD ACPI had on 31 July 2013 announced that the audited profit after taxation deviation of RM21.4 million

(deviation of close to 60%) from the unaudited result was mainly attributed to:

1)   under-provision of tax payable and deferred tax liabilities by RM12 million;

2)   additional provision of slow moving stock and bad debts amounting to RM5 million; and

3)   over recognition of profit for Buildcast-Persys Joint Venture for the Penang 2
nd

 Bridge Project amounting

to RM6 million.

MSWG’s COMMENTS:

The significant variance of close to 60% raises concerns to minority shareholders. Such material differences

will warrant further in-depth study and analysis and moving forward, minority shareholders need to be more

vigilant when tracking the Company’s unaudited accounts.

MSWG's WATCHLIST
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FARLIM GROUP (MALAYSIA) BHD (“FARLIM”)

Bursa had publicly reprimanded Farlim and its directors for breaches of paragraph 10.08 of the Listing

Requirements on the failure to make an immediate announcement, appoint an independent adviser and a

main adviser and procure shareholders’ prior approval of the following related party transactions:-

-     approval/acceptance on 27 April 2007 and/or 25 August 2007 of its holding company, Farlim Holding Sdn.

Bhd. (FHSB)’s request vide letter dated 27 March 2007 for repayment of the amount owed (of RM61,472,113

as at 27 March 2007) to FARLIM by FHSB on or before 31 December 2009; and

-     approval/acceptance on 21 February 2009 and/or 21 April 2009 of FHSB’s request vide letter dated 15

December 2008 for revised repayment of the amount owed (of RM57,659,841 as at 15

December 2008) to FARLIM by FHSB on or before 31 December 2011.

In addition, the directors were fined a total of RM340,000.

MSWG's SPECIAL SESSION on ASEAN CG

SCORECARD 2013

Based on the request, that we received from Plcs, we are pleased to announce that MSWG will be organising

a Special Session on the ASEAN CG SCORECARD 2013 to be held at  Mahkota 3 Ballroom, Hotel Istana KL.

 

The ASEAN CG Scorecard is one of the CG initiatives under the ASEAN Capital Markets Forum aimed at

raising CG standards and practices of ASEAN PLCs and enhancing the visibility and investment profile of

ASEAN public listed companies (PLCs) internationally. The OECD Principles of Corporate Governance

(OECD Principles) were used as the main benchmark for developing the Scorecard, given its global

acceptance by policymakers, investors and other stakeholders.

 

The overall objective of the session is to furnish participants with an in-depth understanding of the ASEAN

CG Scorecard to enable them to use it to enhance corporate governance disclosure policies with the aim to

improve CG practices in their companies. We hope this session will initiate improvement in CG practices of

the listed companies.

 

At the end of the session, participants are expected to be able to:

 

·         comprehend the structure of the items contained in the ASEAN CG scorecard

·         employ the ASEAN CG scorecard to self-assess the companies they work

·         suggest improvements in term of corporate governance disclosure policies and practices of the

companies

·         encourage their boards and senior management to strive forward to becoming CG champions not just

in local but also regional level

 

Seminar Details

Date                           : 26 August 2013 (MONDAY)

Registration Fee      : RM 750 PER PARTICIPANT

Special offer            : Mswg Subscribers - 30% Discount, Group Registration -10% Discount

Venue                       : Mahkota 3 Ballroom, Hotel Istana KL

*No complimentary seats for subscribers

 

Click here for detailed programme and Registration Form.

Register NOW for this exciting and informative event!
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Local News and Developments

PGCB refunds 90 pct remaining capital refund to CHGS’s Growers

http://www.newsarawaktribune.com/news/9843/PGCB-refunds-90-pct

-remaining-capital-refund-to-CHGSs-Growers/

No Fire Sale Of Malaysia Airlines

http://www.thestar.com.my/Business/Business-News/2013/08/14/No

-Fire-Sale-Of-Malaysia-Airlines.aspx  

RHB to resubmit bid for PT Mestika

http://www.btimes.com.my/Current_News/BTIMES/articles/rhb13/

Article/index_html

A death knell for shareholder rights

http://cgmalaysia.blogspot.com/2013/08/a-death-knell-for-share

holder-rights.html

Global News and Developments

Why Asia needs a few doses of Thatcherite rigour

http://www.ft.com/intl/cms/s/0/e539180e-fe91-11e2-b9b0-

00144feabdc0.html#axzz2bv4CkNJT

Japan debt tops 1 quadrillion yen

http://money.cnn.com/2013/08/09/news/economy/japan-

debt-quadrillion/index.html?iid=HP_River

Europe Growing Again Means Boost for Global Economy

http://www.bloomberg.com/news/2013-08-12/europe-

growing-again-means-boost-for-global-economy.html

Is the global boom in commodity prices finally over?

http://www.bbc.co.uk/news/business-23070728

 

MSWG Analysts

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

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

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

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

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

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

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

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

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

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

Muhammad ‘Ammar Maslan, Analyst, Corporate Monitoring ammar@mswg.org.my
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Vinodth Ram Ramasamy, Analyst, Corporate Monitoring vinodth.ram@mswg.org.my

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

comments and suggestions.

DISCLOSURE OF INTERESTS·          

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

in all these companies save for Country Heights Grower Scheme, New Britain Palm Oil Limited and Farlim

Group (Malaysia) Berhad.

·            The CEO holds a minimum number of units in Country Heights Grower Scheme.

DISCLAIMER

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

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

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

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

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

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

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

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

other financial instruments thereof.

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

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

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

advice before taking any action based on this newsletter.

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

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

Add us to your address book

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