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Q1. Would the board/management provide shareholders with greater clarity on the
following operational matters? Specifically:

(i)

(ii)

(iii)

(iv)

Silverlake Axis Integrated Banking Solution (“SIBS”): In the 2014 annual
report, the company reported that it serves 40% of the largest banks in South East
Asia. Ten years later, in the 2023 annual report, the company states that 40% of
the top 20 largest banks in South East Asia use its core banking solutions. Can
management elaborate further on the progress made in gaining new
customers for SIBS? How does the group incentivise potential customers to
undertake a significant core banking transformation, especially given the
substantial operational risks involved? In addition, what are the features
and safeguards that make SIBS resilient to outages and breakdowns?

Digital Banking MOBIUS Open Banking Platform (“MOBIUS”): Management
has indicated that the two deployments of MOBIUS in Thailand and Malaysia have
acted as reference points, resulting in increased participation in proposals. What
are the key demand drivers for MOBIUS and is the majority of the new
customers for MOBIUS composed of digital banks?

Insurance: The group, via Fermion Merimen, offers a Software-as-a-Service
(SaaS) collaborative platform that links different parties in the Insurance
Ecosystem to ensure faster processing speed, improved efficiency and easier
performance evaluation. Fermion Merimen is recognised as a “market leader in
eClaims” in key ASEAN countries. Could management offer insights into
Fermion Merimen's market share in these key markets and provide
information about its competitors?

Artificial intelligence (AI) and anti-money laundering (AML): Can the board
and management provide shareholders with a more comprehensive
understanding of how the group is integrating Al into its products and
services? Is the group well positioned to capitalise on Al and be a first-mover
in the market? Similarly, are there opportunities within the AML sector, and
does the group have any products in its development pipeline targeting this
area?
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v)

(vi)
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Profit margin: The net profit margin decline to 22% in FY2023 even as the gross
profit margin improved by 2% from 57% to 59%. Just prior to the pandemic, the
group achieved a net profit margin 36% when the gross profit margin was 63%.
While management has attributed the pressure on the group's profit margin to
the costs associated with human talent and skilled technical resources, it's worth
noting that the employee benefits expense decreased from RM325.3 million to
RM323.7 million (Refer to Note 8 on Employee Benefits Expense; page 145).
Could management offer shareholders a more detailed breakdown, possibly
through the use of a waterfall diagram, to illustrate the main factors
contributing to the decline in net profit from RM182.7 million in FY2022 to
RM170.3 million in FY2023 even as gross profit increase by 8% to RM451
million?

Dividend payout ratio: As mentioned in the chairman’s statement, the board is
proposing to maintain a 30% dividend payout ratio even as the group concluded
the year with “circa RM500 million in cash reserves” (page 7). In fact, in 2014, the
dividend policy then was to pay out not less than 40% of the group’s net profits
as dividends. The board's rationale is to strike a balance between providing
returns to shareholders and maintaining a conservative outlook on the future.
Nevertheless, considering that approximately 75% of the total revenue is
derived from recurring sources, has the board assessed the possibilities of
increasing the dividend payout ratio to a range of 50%-75%7?
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Q2. For the financial year ended 30 June 2022, the company acquired 170.2 million shares
in an off-market equal access scheme. At the close of the offer, the number of shares
purchased by the company represented approximately 70.22% of the maximum share
purchase amount available under the equal access offer.

The offer price under the scheme was $0.33 per share. A two-year chart of the company is
shown below for reference.
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(i) Has the board conducted a review of the equal access offer and reassessed
its effectiveness in "enhancing shareholders' value"?

(i) Was the final amount of 170.2 million (equivalent to 70.22% of the
maximum amount) tendered by shareholders in line with the board's
expectations, or did it fall below their anticipated level?

The company utilised a revolving credit facility to finance the equal access offer. A drawdown
of RM173.9 million was made to finance the settlement of the off-market equal access
purchase. In FY2023, the group experienced a 21% cost increase “attributable to finance
costs incurred on a revolving credit facility drawdown for a corporate exercise executed in Q4
last year whereby interest was charged and captured for full year this year versus one month
in the previous year”. As seen in Note 6 (Finance costs; page 144), the interest expense on the
revolving credit facility was RM333,938 in FY2022 and RM7.52 million in FY2023. In
addition, an upfront fee of RM1.51 million was charged as well. The average interest rate for
the revolving credit facility was 4.62% in 2023 (2022: 1.97%).
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(iii) Can the board offer shareholders insights into the group's capital
management strategy, particularly the decision to utilise its revolving credit
facility to finance the equal access offer during a period of elevated interest
rates?

(iv)  Given that cash and cash equivalents amounted to RM494.7 million as at 30
June 2023 (2022: RM548.8 million), where are the reasons that the
board/management elected not to use its own cash but instead rely on a
revolving credit facility?

In addition, the company bought back 4,498,700 shares for RM5.38 million in FY2023. At the
end of the reporting period, the company holds 184.6 million treasury shares.

(v) Apart from the release of treasury shares in accordance with the company’s

performance share plan, what are the other uses of the company’s treasury
shares? Has the board considered cancelling the treasury shares?
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Q3. In the company’s corporate governance statement (page 61), the board stated that it
recognises the importance of good corporate governance in ensuring greater transparency,
protecting the interests of its shareholders as well as strengthening investors’ confidence in
its management and financial reporting. The board committed to maintaining a high
standard of corporate governance within the company and its subsidiaries.

The board currently comprises twelve members of which four are executive directors
(including the chairman), two are non-independent non-executive directors and six
independent directors.

While the board is cognisant that it has deviated from provision 2.2 of the Code of Corporate
Governance 2018 (CG Code 2018) which requires a majority of the board where the
chairman is not independent, it has simply stated that “the [nominating committee] NC and
the Board are mindful [of the deviation] and thus, have agreed that the Company will work
towards compliance of this provision in the next one (1) to two (2) years in line with the Board
Renewal and Succession Plan”.

(i) Can the board/NC provide more extensive insights into the underlying
reasons for the board's deviation from Provision 2.2 of the CG Code 2018?
In other words, does the board regard compliance with Provision 2.2 as
optional or unnecessary, or are there valid challenges that make it
challenging to comply with this provision?

In the previous annual report (AR2022), the company has stated the following:

As the Group Executive Chairman, Mr. Goh Peng Ooi is not an Independent Director,
the NC is aware that the requirement of Provision 2.2 of the Corporate Governance
Code requiring Independent Directors to make up a majority of the Board where
Chairman is not independent, is not met. The NC and the Board are mindful and thus,
have agreed that the Company will work towards compliance of this provision in
the next 1 to 2 years in line with the board renewal and succession plan. [emphasis
added] The NC and Board concluded that no immediate addition will be made to the
current total of Independent Directors as an eleven (11)-member Board would be too
large for the size of the Company.

It is noted that Tan Sri Dato’ Dr. Mohd Munir Bin Abdul Majid, an independent director,
would be retiring at the conclusion of the annual general meeting on 26 October 2023.

Also, in AR2022, the board explicitly stated that it is of the view that the existing board size
of 10 directors is “sufficient for its purpose” and that a board size of 11 would be “too large”
(as shown above). However, in AR2023, the board has changed its view that the existing
board size of 12 is “sufficient for its purpose”.
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(ii)

(iii)

(iv)

v)
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Could the board or the NC furnish shareholders with a more in-depth insight
into the extent to which they have systematically, methodically, and
analytically addressed the issue of board size? Furthermore, could they
elaborate on the rationale underpinning their determination of the optimal
board size, as opposed to merely satisfying the requirement for sufficiency?

With the impending retirement of Tan Sri Dato’ Dr. Mohd Munir Bin Abdul
Majid, what other changes will the NC/board be recommending and making
to the board composition as part of the board renewal and succession plan
while duly considering the board’s compliance with Provision 2.2?

Would the NC be establishing a specific and actionable timeline for
achieving compliance with Provision 2.2 of the CG Code 2018, instead of
repeatedly indicating an intention to work towards compliance "in the next
1 to 2 years" on an annual basis?

Separately, given that the company has adopted a Board diversity policy in
August 2021, please state the key aspects of the policy and help
shareholders understand the progress made in board diversity since its
adoption.

Shareholders are welcome to use and/or adapt the questions prepared by SIAS and to
forward them to the company.

Can’t attend the AGM or view the webcast? Check out the latest questions on the annual reports of
listed companies on SIAS website

Join our mailing list here to receive latest news and upcoming events.

CONNECT WITH US
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