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The sword of Danocl es

Li m Hock Chye
TH S the season for merry-making and reflection and there is no better way
to kick off this article than with a traditional year ender

On record, the Mnority Sharehol der Watchdog Group (MSWG is proud to
have cone this far since our maiden article appeared on May 27 2002 -
thanks to this esteenmed business daily.

As we go along, we intend to change - for the greater good of the
society - for it is the only constant factor and aspiration in today's
soci al fabric.

This article will be the second last article before we wap up the year
2002. You can bet that we intend to kick off the new year with nmuch
reverberati on on corporate governance issues.

On reflection, we have received brickbats and bouquets and we take them
in our stride. W are not a hostile group. Neither are we a denolition
squad out to break a conpany.

A |l ocal business nmagazi ne recently dubbed us as Sharehol der sentinel. W
hope to keep up to its expectation. The Ti me Magazi ne, unsolicited, also
made a reference to the MSWG in its article "Mnority Uprising” in the
m ddl e of the year. If possible, we choose the noderate path.

To all our readers, who have followed religiously our articles and
prospective ones, we wel cone your conments and constructive criticism
wi t hout which, we will not be able to know how we fare in the eyes of the
Court of Public Opinion.

Keep sending in your views (or conplaints), via e-mail or letter, and
you can be assured that each and every letter will be treated with equa
i mport ance.

Soneti mes, due to unforeseen circunstances we are not able to respond as
fast as we desire but please be assured that it is our stand that the
silent mnority should no | onger suffer in silence.

The MSWG is not re-inventing the wheel. Sharehol der activismis not a
new phenonmenon but has shot to dizzying hei ghts because of sone world
financi al shenani gans such as the Enron and Wrl| dCom scandal s.

Thi s does not nean that w thout these two fiascos, sharehol der activism
will be kept at abeyance. Far fromit, and Mal aysia begs to differ on
t hi s.

Wth the greatest respect and humlity, we have never nentioned this
publicly but we had the good fortune of having no |less than Prime Mnister
Datuk Seri Dr Mahat hir Mhamad gi ving us an honourable nention in a
forward to a book on Corporate CGovernance witten by a Ml aysian
Prof essor, now | ecturing in Hong Kong.

The passage, and we quote in part "...Badan Pengawas wi ||l pronote better
and nore effective corporate governance practices which could set a
benchmark for others in the region”

This certainly touches the aorta of Badan Pengawas' heart. Firstly, we
are glad that the Prime Mnister's thought is unsolicited.

The nmessage will be eternalised in our war chest when selling corporate
governance worl dwi de to those who have yet to enbrace this buzzword.

W realise that the adm nstration wants the MSWG to rise to the occasion
and al ong the way, shape the DNA of the Malaysian corporate culture
towards an ethics-driven Corporate Mal aysia that will be the envy of nany.

O late, the MSWG has become a source for the |ocal and foreign nedia
for conments on corporate governance. Just as we enjoy your confidence, we



hope the nmedia relish our contribution in their reports, be it the
electronic or printed form

On this note, we would Iike to point out a recent commentary witten by
columist P.Y. Chin in The Sunday Tinmes headlined "M nority sharehol ders
begin to flex their nuscles". Wthout attenpting to teach a duck to swim
the | ast six paragraphs are erroneous and can cause serious inplications
and ram fications - if left unclarified.

The MSWG does not only serve the big mnority sharehol ders but al so any
m nority sharehol der, even an investor with a single lot in a public-
listed company (PLC). But, it nmust be stressed categorically that the
aggrieved party's conpl aint nust be bona fide and corporate governance
i ssues have been transgressed.

More inportantly, NMSW5 does not charge the individual sharehol der a fee
for taking up a case against a conpany, at least for the tine being.

As with any fledgling outfit, we are consciously aware that we have to
build our credibility through our work, such as proxy votings at
AGVE/ EGVE, consultations with the regul ators and presentations with
pr of essi onal quasi bodies. W pride ourselves on the fact that we are the
voice for the mnority.

To put things in perspective on corporate governance, the MSWG al so
touches base with foreign fund managers such as Fidelity |Investnent,
Cenesi s I nvestnent Managenent Ltd and Hernmes Focus Asset Managenent.

Before the public junps to the conclusion that we only talk to the big
boys, perhaps it would like to know that our two feet are firmy on solid
ground. The watchdog group al so tal ks to union | eaders who have graciously
invited us to talk on "Corporate Governance and Best Practices"”.

Over the past few nmonths, the MSWG has touched base with the country's
top chief executive officers (CEGCs) and chairnen of PLCs to cultivate
their trust and respect.

This worthy attenpt is to facilitate the MSW5 s work. The cl ose rapport
with the CECs has provided the MBWG with authoritative opinions and
insights into certain matters - a better cl oser understanding towards a
closer |iaison between the MSWG and the PLCs - in the interest of al
shar ehol der s.

Evidently, this professional tie has upheld the good name and
credibility of the MBWG t owar ds approachi ng corporate governance issues.

Just as in the case of talking to the unionists, the close rapport has
resulted ininvitations to give talks on corporate governance by top
cor porations.

If you are wondering why we giving this report card only after nine
nmont hs, we have good reason for this: The MSWG went full steaminto
operation when all its professional staff joined the outfit in March and
we believe in results rather than semantics.

VWil e nmost of us |ook forward to a good year ahead, there are investors
who wi sh for the seconds to tick slower for their funds are invested in
conpani es under the Practice Note 4 List, a category for conpanies that
have yet to regularise their financial status.

These 97 financially-distressed conpani es as at Novenber 15 2002, will
be the biggest |osers on the Kuala Lunmpur Stock Exchange cones Decenber 31
2002. Some will face the guillotine with delisting and this is going to be
a nightmare for the investors, particularly the mnority investors.

VWho says making a mistake in investnment is cheap? W have received
conpl ai nts about sone sob-sob stories and have advi sed the aggrieved
parties accordingly. W are not re-inventing the wheel but one does not
want to | ose sl eep when making certain investnents.

Arguably, the delisting, if done en masse, can be considered a drastic
nmove in the history of local securities regulation. There is no doubt that



t he concern about investors' potential |oss has sparked nuch controversy
and di scussi on.

Wth hindsight, a prudent investor today shoul d consi der the investnent
criteria, anmong others, the conpany's declaration in respect of its track
record, corporate governance, dividends, contingent liability (if any),
and transparency on related party transactions.

Besi des these, the four tenets of good corporate governance al so cone
into play, that is, fairness, accountability, responsibility and
transparency. At the end of the day, the ultimte choice is up to the
i nvest ors.

The MSWG opines that full and frank di scl osure notwi thstanding, the
i nformation divul ged nust also be up to date, if possible. This practice
will be the hallmark of a well functioning, professionally-managed
conpany.

Per haps, the authorities may like to mull over sone neasure of relief to
the investor in the formof conpensation to the bona fide investors. But
don't get hyped up for the proposal may not seemsinple. Certainly, we
must not open the fl oodgate of conpensation and any nove nust not be
agai nst public policy.

The proposal has to be | ooked at froma detached vi ewpoi nt.

Any lifeline has to come fromthe authorities as the ball is in their
court. The issues of assurance, reliance and detrinment are of prinme
consi deration in any such attenpt.

Good habits have to be cultivated fromyoung. The MSWG woul d al so |i ke
to suggest that Corporate CGovernance be incorporated as part of the study
curriculumfor tertiary-level students. W have been invited by
uni versities and col |l eges which desire our input on corporate governance.

The above are just food for thought - in the interest of the mnority
shar ehol der s.

In the nmeantine, the MBWs is loudly and patently conscious of its role -
to protect the mnority interest and let it be known that |ike the sword
of Danocl es that hangs over certain conpanies, the MBWG will not hesitate
to blow the whistle at the first instance.

On this note, the MSW5 wi shes everyone Sel amat Hari Raya and may next
year be declared a year of Corporate Governance for the business
fraternity.

The witer is a dient Services Consultant to the Mnority Sharehol der
Wat chdog Group and can be contacted @chye@rswg. org. ny
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