HAVING survived several global
financial crises, Corporate Malay-
sia is realising that practising good
governance brings with it many be-
nefits. These include atl'ractin%
long-term investors, raising capital
for growth at lower cost, being
more resilient to uncontrollable ex-
ternal shocks and better position-
ingitselffor the longer term.

Assuch, we can already see some
of Malaysia’s biggest corporates
readily undertaking serious cor-
porate governance (CG) reforms at
ahigher cost,

It was thus that the Securities
Commission formulated and an-
nounced the new Corporate Gov-
ernance Blueprint, which is expec-
ted to introduce meaningful re-
formsin Malaysia’s capital markets
over the next five years, taking off
from the first green book on the
Malaysian Code of Corporate Gov-
ernance launched in 1999.

The blueprint outlines slmegic
initiatives aimed at
sell and market m}thne whﬂe at
the same time, reinforcing regu-
latory mechanisms. It can only be
described as ambitious as it anti-
cipates all players in the corporate
governance ecosystem to be

onsible in prmmmu‘xi a
M I:fsl;;ood practices for
benefit of companies and the in-
tegrity of the capital market.
Implicitto this is that it expects (o
mmgrate human principles of eth-
and discipline in the decision-
m

aldnxnm

Thereisamnlpf 35 recommend-
ations, sufficiently robust and
neatly stacked-up into buckets,
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based on international best prac-
tice principles. Most of the recom-
mendations will be implemented
through a new Malaysian Code on
Corporate Governance, assorted
changes to Bursa Malaysia's listing
requirements and via legislative
changes.

The recommendations are out-
lined below: :

Shareholder rights

The principle is that a company's
shareholders have the right to be
sufficiently informed on funda-
mental decisions, such as the ap-
pointment of directors, amend-
ments {0 a company’s governing
documents and transactions such
as the transfer or sale of company's

assels,

Yet we have seen that while these
rights are sufficiently enshrined in
the law, there are many constraints
in their exercise.

To this end, the blueprint recom-
mends that:

d responsibilities
in corporate governance

QPoll voting should he mandated
for related-party transactions, This
could later be extended to other
corporate proposals in line with the
principle of one-share one-vote as
opposed tovoting by show of hands,
which is currently the default way
of voting at general meetings.

Role of institutional investors

By virtue of the significant invest-
ments they hold in companies, in-
stitutional investors are normally
minority shareholders with sub-
stantial stakes. And by the sheer of
their stakes, they would have the
ability to seek meetings with senior
management {0 discuss issues and
strategies to achieve company ob-
jectives.

Inthisregard, they have acritical
stewardship role to play in the gov-
ernance and perfofmnnoe ol‘ their

be lif-
ted to encourage discussions at
general meetings.
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include you and me.

By extension, fund managers
that manage funds on their behall
would also need to abide by the
same principles. And equally im-
portantin the stewardship code are
the underlying principles associ-
ated with responsible ownershlp

Hence, the

mittee where recruitment, assess-
ment, training and diversity policy
(including gender) to be glven due
focus.

Disclosure and transparency

Diselosure and oIIcy are
critical elements of a robust corpor-

for institutional investors to creale ate

an umbrella body whose over-
arching commitment is for sustain-
able bottom line numbers through
good practices.

Board's role in governance

The board as a guardian of the
company's assets must ensure that
it acts in the best interest of the
company and ensures good gov-
ernance standards are adhered to.
‘The recommendations include:

Q The formulation of ethical
standards and a system of compli-
ance through a code of conduct de-
lineating the roles and responsib-
ilities of the board, chairman and
CEQ. It also recommends a nine-
year tenure limit for independent
directors and a limit of five dir-
ectorships in PLCs.

0 Mandating a nominating com-

governance framework, since
they provide the basis for informed
decision making by all stakeholders
with respect o capital aflocation,
corporate transactions and fimancial
performance. In line with this, the
recommendations include:

0 Moving beyond minimum re-
porting, where the new CG code
makes explicit the requirement for
shareholders to be provided with
quality and timely information in-
cluding earlier notices and docu-
ments for general meetings.

0 Adopting an “apply or explain”
approach on how the principles
and practices have heen applied.

Role of gatekeepers
and influencers
The effectiveness of a company's
MTURNTOB7, COL.2

Market discipline can complement regulatory discipline’

board is significantly augmented
professionals, These profession-

board are in the best interest of the
company.

To ensure that these profession-
als carry out then' respons:bihues

Publicand
private enforcement

The eﬂorls of regulators in
ing the legal and Teg:

approve financial
interpret and advise on governing
laws, assess the company’s intern-
al controls and state of compliance,
advise on reliability and quality of
disclosures and provide corporate

finance expertise.
Naturally, the mdependence in-
fi of

the include ex-
panding the coverage of whis-
tleblowing provisions, enhancing
the role of company secretaries in
corporategovernance, having a
code of conduct for internal aud-
itors and establishing the sharing
of mspnnsihlllily l‘onr corporate ad-

tegrity and p
these advisers are critical in en-
suring that decisions made by the

vent the abuse of market-sensitive
information.

ulatory framework and ensuring
effective supervision and enforce-
ment are just one partof the overall
measures required to strengthen
corporate governance.

In this context, itis expected that
market discipline can complement
regulatory discipline to ensure in-
tegrity, confidence and fairness in
the markets. With this in mind, the

recommendation is to study the
feasibility of litigation funding to
facilitate private enforcement ac-
tions such as for oppression and
unfair prejudice.

The journey is achallenging one.
It presupposes the participation of
all stakeholders and anticipates
radical changes, not just how we
think, but also what we do.

When we succeed, Malaysia will
be a choice destination for in-
vestors for all the right reasons.

The writer is CEO of Minority
Shareholder Watchdog Group. ~+



