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STRATEGIC & FINANCIAL MATTERS

1. As stated on Page 26 (Chairman’s Statement), the Group’s
acquisition of a 50% interest in Australia’s Macarthur Wind
Farm in 2013 was just the first step in its move to widen its
renewables portfolio.

The Group is currently exploring potential opportunities in
this area, particularly in solar, mini hydro, biogas and waste-
to-energy projects.

What are the major achievements in this area and has there
been any revenue contributions to-date?



Staying Ahead  |  3

STRATEGIC & FINANCIAL MATTERS

Answer:
The following are the key achievements and latest developments
in the renewable energy segment via Malakoff Corporation
Berhad (“MCB”):

i. MCB’s subsidiary Green Biogas Sdn Bhd have entered into a
renewable energy power purchase agreement (REPPA), under
which it will sell electricity from its planned 2.4MW Sungai
Kachur biogas power plant in Kota Tinggi, Johor to TNB for 21
years.

ii. MCB made its entry into the O&M of renewable assets by
securing a 21-year contract with Zec Solar Sdn Bhd’s large-scale
photovoltaic power plant in Kota Tinggi, Johor with a capacity
of 29MWac.
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STRATEGIC & FINANCIAL MATTERS

iii. Four potential sites have been identified for development of
small hydro plants at the identified sites at Sungai Pahang,
with estimated total potential capacity of up to 115MW.

iv. Detailed technical feasibility studies are currently being
undertaken implement rooftop solar projects in collaboration
with MMC and DRB-HICOM Group of Companies.

Besides the above, the acquisition of Alam Flora will allow MCB to
potentially pursue waste-to-energy projects in the long term. The
above developments are still at an early stage and hence, no
revenue contribution has been recorded yet.
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STRATEGIC & FINANCIAL MATTERS

a) What was the volume of traffic in 2018 compared to 2017?

2. On Page 36 (MD&A), it is reported that in 2018, the Group
was also spared from making any provision for impairment in
Syarikat Mengurus Air Banjir & Terowong Sdn Bhd (SMART),
while in 2017 it has provided as much as RM98 million for
impairment due to lower projected traffic volume.

Answer:
Traffic volume for 2018 was 8,277,798 whilst 2017 was 8,276,675 no.
of vehicles.
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STRATEGIC & FINANCIAL MATTERS

b) What is the expected traffic volume in 2019 and what is
the likelihood of further impairment?

2. On Page 36 (MD&A), it is reported that in 2018, the Group
was also spared from making any provision for impairment in
Syarikat Mengurus Air Banjir & Terowong Sdn Bhd (SMART),
while in 2017 it has provided as much as RM98 million for
impairment due to lower projected traffic volume.

Answer:
Expected traffic volume in 2019 is 8,611,758 no. of vehicles. No
further impairment is expected at this juncture.
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STRATEGIC & FINANCIAL MATTERS

a) Please explain how the pre-tax profit could decline despite
a higher revenue and what measures have been taken to
address the situation?

3. As reported on Page 40 (MD&A), revenue for the Ports and
Logistics division grew by 6% to RM3.00 billion, compared
with RM2.82 billion achieved in 2017.

This was driven by continued growth in throughput handled.
During the year, the Ports and Logistics division posted pre-
tax profit of RM413 million compared with RM479 million in
2017.
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Answer:
The increase in revenue from RM2.82 billion in 2017 to RM3.00
billion in 2018 is mainly due to consolidation of Penang Port’s
revenue of RM0.31 billion with effect from 1 May 2018, upon
completion of the acquisition of remaining 51% in Penang Port.

Lower pre-tax profit is mainly due to following:
• Higher fuel costs as compared to 2017 (Average fuel costs: 2018:

RM2.20 – RM2.30 per litre ; 2017: RM1.90 – RM2.00 per litre).

• Higher depreciation and amortisation in line with the higher
CAPEX in 2018.

• Lower other income recorded in 2018. In 2017 there was a gain
on disposal of a piece of land at JPB and liquidated damages on
late delivery of cranes at PTP.
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Among the measures taken to address the situation are as
follows:
• Secure more volume and explore new market/ shippers;

• Formation of collaboration with major liners;

• Expanding infrastructure, capacity and capabilities in handling
bigger vessel;

• Cost savings via Group synergy.
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STRATEGIC & FINANCIAL MATTERS

b) What are the prospects of the division in 2019 and is it
expected to perform better?

3. As reported on Page 40 (MD&A), revenue for the Ports and
Logistics division grew by 6% to RM3.00 billion, compared
with RM2.82 billion achieved in 2017.

This was driven by continued growth in throughput handled.
During the year, the Ports and Logistics division posted pre-
tax profit of RM413 million compared with RM479 million in
2017.
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STRATEGIC & FINANCIAL MATTERS

Answer:
Ports & Logistics division is expected to record stable volume
across all the ports.

Further, the completion of acquisition of the balance 51% interest
in Penang Port Sdn Bhd in May 2018 is expected to contribute
positively to the division’s earnings.

Operational and cost synergies driven by MMC, would further
improve the performance of its Ports & Logistics division.
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4. As stated on Page 44 (MD&A), the Group is looking forward
to the opening of PETRONAS Pengerang Integrated
Complex’s Solid Product Terminal in 2019, as Johor Port has
been granted a 25-year concession to operate the terminal.

Please explain how the aforesaid development would
contribute significantly to the Group’s topline and bottom
line?
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Answer:
SPT Services Sdn Bhd (“SPT”), a wholly owned subsidiary of Johor
Port Berhad (“JPB”) as the operator of the Solid Product Jetty
(“SPJ”) will be providing operating equipment and system as well
as manage the jetty operations and maintenance.

SPT handled its first polymer shipment on 10th April 2019. The
SPJ is currently designed to eventually handle up to 200,000 TEUs
of container and 460,000 tonnes of sulphur stockpile per annum
with some of the container volume also expected to transit via
Johor Port.
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STRATEGIC & FINANCIAL MATTERS

5. On Page 47 (MD&A) it is reported that the Group will benefit
from the container tariff increase this year following the
implementation of the new tariff effective 1 March 2019 that
was deferred from September 2018.

What is the percentage increase in the tariff and would the
Board be able to brief on the extent of the impact to the
topline and bottom line?
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Answer:
The tariff increase is for the quantum of 15% applicable to
container terminal handling charges for import, export,
transhipment. The re-stow and its storage charge for its local
container is at the quantum of 10% increase.

However, based on the previous round of tariff increase in
November 2015, Northport is expected to gain an average
increment of around 7% of its container revenue due to various
commercial arrangements with the customers.
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STRATEGIC & FINANCIAL MATTERS

6. As per the Statement of Comprehensive Income (Page 150),
share of results for associates increased from RM124.0 million
in 2017 to RM144.3 million in 2018 while share of results for
joint ventures declined from RM92.3 million in 2017 to
RM62.5 million in 2018.

a) Which associates contributed to the major increases in
share of results and is the good performance expected to
continue in 2019?
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Answer:
Increase is mainly due to lower share of losses from Zelan Bhd
upon cessation of recognition as an associate effective March
2018.

In 2017, the share of losses from Zelan Bhd amounted to RM26
million.

The performance of existing associates is expected to continue in
2019.
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STRATEGIC & FINANCIAL MATTERS

6. As per the Statement of Comprehensive Income (Page 150),
share of results for associates increased from RM124.0
million in 2017 to RM144.3 million in 2018 while share of
results for joint ventures declined from RM92.3 million in
2017 to RM62.5 million in 2018.

b) What were the reasons for the decrease in share of results
from joint ventures and are the results expected to be
better in 2019?
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Answer:
Decrease is mainly due to completion of KVMRT SBK line in 2017
and lower share of profit from Penang Port as the results is now
consolidated upon completion of the remaining 51% interest
acquisition on 1 May 2018.

The decrease is partially offset by the share of profit from KVMRT
SSP line project and no one-off provision for impairment on
SMART expressway development expenditure we had in 2017.



Staying Ahead  |  20

STRATEGIC & FINANCIAL MATTERS

7. We note from Page 240 that the Group has trade receivables
amounting to RM189.2 million which was overdue by more
than 6 months. Of this, an amount of RM82.7 million was
provided as loss allowance.

What is the likelihood of recoverability of the loss allowance
amount?

Were further loss allowance have to be made in 2019?

What portion of the past due (more than 6 months) is more
than even 1 year?

Please explain.
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STRATEGIC & FINANCIAL MATTERS

Answer:
For the loss allowance amount, the likelihood of recoverability is
low; nonetheless, the Group is still continuing efforts to recover
the amount.

In 2019, the Group will continue their effort to manage the
recoverability of the trade receivables to improve the ageing to
minimize further provision of loss allowance.

The portion of the past due (more than 6 months) that is more
than 1 year amounted to RM 91mil after loss allowance of
RM66mil. The Group is in active discussion with the customers in
recovering the outstanding amount, including pursuing
arbitration on CCJV P1 Engineering & Construction Sdn Bhd
amounting to RM52 mil.
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CORPORATE GOVERNANCE MATTERS 

1. Based on the Corporate Governance (“CG”) report of the
Company on the application of the Practices under the
Malaysian Code on Corporate Governance (“MCCG”) 2017,
please provide clarification on the following:
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CORPORATE GOVERNANCE MATTERS 

a) Practice 4.3 – Step Up – The Board has a policy which limits
the tenure of its independent directors to nine years.

MMC’s response: Not adopted

MSWG’s comment:
Considering that MMC already has 2 independent directors
with tenure exceeding 9 years, the Board should consider
adopting Practise 4.3 Step Up in the interest of good
corporate governance.

Furthermore, under Guidance Note 4.2, it is stated that
Large Companies are not encouraged to retain an
independent director for a period more than 12 years.
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Answer:
We take note of the comment/suggestion of MSWG.

However, we are of the view that the independence of a Director
is measured by his conduct and state of mind, as well as, his
ability to exercise independent judgment and act in the best
interest of the Company. The tenure of his directorship is not the
sole determinant of his credibility as an independent director.

Our independent directors have demonstrated due care in
carrying out their duties as independent directors and act at all
time in the best interest of the Company and shareholders.

CORPORATE GOVERNANCE MATTERS 
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CORPORATE GOVERNANCE MATTERS 

b) Practice 4.5 – The board discloses in its annual report the
company’s policies on gender diversity, its targets and
measures to meet those targets. For Large Companies, the
board must have at least 30% women directors.

MMC’s response: Departure

The Board during the Financial Year 2018 had appointed
another woman Director making the total number of
women Director on the Board of MMC to two (2). Although
there is no written policy on gender diversity, the Board
acknowledges the importance of having women
representation on the Board.



Staying Ahead  |  26

CORPORATE GOVERNANCE MATTERS 

The increase in the number of women representations on
the Board, reaffirms the Board’s commitment in supporting
the country’s aspiration in increasing women representation
onto the Board.

MSWG’s comment:
Why is the Board is unable to apply Practice 4.5 by
disclosing in its annual report the company’s policies on
gender diversity, its targets and measures to meet those
targets?
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Answer:
Currently, there is no written policy on gender diversity in place.

However, the Board acknowledges the importance of women
representation on the Board. As stated in the CG Overview
Statement, the appointment of an additional woman director in
2018 has reaffirmed the Board’s commitment to supporting the
country’s aspiration in increasing women representation on the
Board.

The Board would consider the appointment of more women
directors on the Board of the Company, as and when the right
candidate, who would able to complement to the current
composition of the Board, is identified.

CORPORATE GOVERNANCE MATTERS 
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CORPORATE GOVERNANCE MATTERS 

c) Practice 4.6 – In identifying candidates for appointment of
directors, the board does not solely rely on
recommendations from existing board members,
management or major shareholders. The board utilizes
independent sources to identify suitable qualified
candidates.

MMC’s response: Applied
The explanations, among others, state that the Company’s
Constitution allows nomination by the shareholders. The
Board also utilises various sources to identify suitable
qualified candidates.

MSWG’s comment:
The explanations are very general without specifying what
were the independent sources that were utilised?
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Answer:
There is a formal process in place for the selection and the
appointment of directors to ensure transparency and objectivity
in such appointments.

The Board would consider candidates from all sources, such as
executive search, as long as, it is able to appoint a suitable
candidate as a director of the Company.

CORPORATE GOVERNANCE MATTERS 
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CORPORATE GOVERNANCE MATTERS 

d) Practice 12.1 – Notice for an Annual General Meeting should
be given to the shareholders at least 28 days prior to the
meeting.

MMC’s response: Departure (Time frame by 2021)

MSWG’s comment:
This Practice is not difficult to apply and the Company
should aspire to adopt it by the next AGM in 2020.

Answer:
We take note of MSWG’s comment on this matter.
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