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n our previous issue, we did an analysis of the compensation
paid to the boards of directors (BODs) in Malaysia relative to the
financial performance of their companies.

This week, we zero in on CEO compensation for 2017.

We define the CEO loosely as the highest-paid person on the
board of a company. It can be the executive or non-executive chair-
man, deputy executive chairman, managing director, executive di-
rector, or even a non-executive director.

Remuneration is based on what the highest-paid member of the
board of directors (including non-executives) for the listed com-
pany gets. Where remuneration is disclosed as a band, the upper
limit is taken.

As in the case of BODs ,we have combined the profit after tax and
minority interest (PATMI) and return on capital employed (ROCE)
of a company and factored it ag its CEO ion to come
up with the CEO Performance Score Index.

1f a CEO gets a higher score on the performance index, relative
to his peers, it means the company he works for is getting a bigger
bang for the buck, so to speak.

To help define which CEOs deserve the pay they get, we have
computed both the average and median scores. Those who score
higher than median can be said to deserve their compensation.

The following are some notable findings:

The median remuneration of all CEOs is RM0.95 million a year
while the average is RM2.28 million a year.

For the 40 non-GLCs with the highest CEO compensation pack-

CONTINUES ON PAGE 52
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FROM PAGE 51
ages, the median is RM10.42 million while
the average is RM21.3 million.

For 42 GLCs, the median remunera-
tion is RM1.8 million and the average is
RM3.8 million.

This means the GLCs' CEO compensa-
tion is generally low compared with that
of the biggest non-GLC companies.

The bands of remuneration of Bursa
-listed companies are:

>RM10 million
= 25 individuals

>RM5 million < RM10 million
— 41individuals

>RM1million < RMS5 million
= 362 Individuals

<RM1milllion
— 445 individuals

The highest-paid CEOs were Tan Sri Lim
Kok Thay of Genting Bhd (RM168 million)
and Tan Sri Shahril Shamsuddin of Sapura
Energy Bhd (RM71.9 million), They were
remunerated way above everyone else (see
40 highest-paid CEOs [non-GLCs] table).

The next group of highly paid CEOs in-
cludes Dr Tan See Leng of IHH Healthcare
Bhd (RM33.9million).(See Remuneration
of CEOs of government-linked compa-

CONTINUES NEXT PAGE
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SKP RESOURKES BHD 267 8950

V5. INDUSTRY BERHAD 263 6300

AIRASIA GROUP BHD 651 23500

SCENTEX BHD 328 10882

EHOVEST BHD 012 13100

ISKANDAR WATERFRONT CITY BHD 0.2 7992

ECO WORLD DEVELOPMENT GROUP

WESTPORTS HOLDINGS BHD .08
DIALOG GROUP BHD 457
GUAN CHONG BHD 225
ASTRO MALAYSIA HOLDINGS EHD 1015
MAXIS BHD 9.8
168 BHD 03
MATRIX CONCEPTS HOLDINGS BHD 282

A R T

MAME OF CEO ((HIGHEST-SAID BOO MEMBER) "

Diatuk Gan Kim Huat
Datuk Beh Kim Ling

Tan Sri Dr Anthony Francis Fernandes
Lim Peng Jin

Tan Sri Lim Kang Hoo

Wong Khai Shiuan

Datuk Chang Khim Wah

Tan 5¢i Gnanalingam Gunanth Lingam
Tan 5¢i Dr Ngau Bocn Keat

Hia Cheng

Datuk Rohana Rozhan

Maorten Lundal

Datuk Seri Robert Tan Chung Meng
Datuk Lew Tian Hock

Tan Sri Dr Teh Hong Piow
Domenic Fuda

Tan Sri Lirm Kok Thay

Tan Sri Dr Jeffrey Cheah Fook Ling
Tan Sri Lee Of Hian

Datuk Wong Kuo Hea

Datuk Tony Tiah Thee Kian

Tan Sei A K Nathan Elumalay

Tan Sei Seri Lee Of Hian

Tan Sei Chen Kocd Chiew @ Cheng Ngi Chang
Datuk Seri Thai Kim Sim, Stanley
Tan Srf Leong Hoy Kum

Ku Hwa Seng

Datuk Dr Siew Ka Wei

Datuk Tory Tish Thee Kian

Tan Sri Dr Yeoh Tiong Lay

Tan Sri Lee Shin Cheng

Mark Steven 0°Dell

Leon Andre Harland

Tan Sri Lee Shin Cheng

Tan Sri Lim Kok Thay

Tan Sri Dr Francis Yeoh Sock Ping
Datuk Seri Robin Tan Yeong Ching
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Remuneration of CEOs of government-linked companies (cLcs),

sorted by company score
(Based on annual reports for the financial years 2014 to 2017) loss-making companies
FROM PREVIOUS PAGE

T g e e AePOTI A AGE | BOSTRY nies table.) It should be noted that IHH

A rhi o Sk N is also listed on the Singapore Exchange
FETROMAS DASANCAN D Qe A Or TG Mt Fbl 2014 Ofiandges (SGX) and Tan is based in Singapore and
TIME DOTCOM BHO j Aaal Akl ki Oct, S, paid in Singapore dollars, which means
SPSETIA BHD 5,761 | Datuk Khor Chap Jon Apr 1, 2016 his remuneration in ringgit is perhaps
SYARIAT TAKAFUL MALAYS BHD* 0 | Tan Sri Ahemad Fuzi Aboul Razak Aug 1, 2016

exaggerated by the exchange rate.

\S CHEMICAL 4 bt The next highest paid was Datuk Tony
EURSA MALAYSIA BHD J Dok e Takiode i L Tiah of TA Enterprise Bhd (RM37.6 million).
993 ”‘*”;""mm AL, 204 Among GLCs, after Tan of IHH, the
o A i [ best paid were Datuk Abdul Farid Alias at
s D:Tw S - Fob 118 Maybank (RM10.1 million) and Tengku Da-
10,112 | Dotuk Abdul Farid Alas Aug 2, 2013 tuk Seri Zafrul Tengku Abdul Aziz at CIMB
7| Datuk Sert Ir Azman Mohd L2002 (RM9.8 billion). They run the two biggest
Datuk Mohd Khairuddin Abdul Manan March 11, 2015 banks in the country.

3 | br T: Aor5, 2012 The best-paid CEOS were those from the

13 | Dr Tan See Leng Aor 5. 2012 L =
1821 | Datuk Mohd Badlisham Ghazali ne23,2014 sector,conglomerates and banking.

Determining what is the appropriate
remuneration for the person leading an
organisation is never easy and there will be
many perspectives to consider.

A Shukor S A Karim
1 | Tan Sri Mohd Bakke Salleh Now 16, 2010
Datuk Amiruddin Abdul Satar Janl 203
R i B S

8 | Tan Sri Mohamad Salim Fateh Din Sept2,2013
Kamai Bahrin Ahmad June 1, 2017
68 | Tan S Dr All Hamsa Now1 203
8 | Tan S Zamzamzairani Mohd 1sa Apr 25, 2008

Here are some:

1. When benchmarking CEO pay, consider,
first, who that company’s main com-
petitors and peers are and whether the
pay is in line with the competition and
peers.Competition may be from within
the domestic market or from regional
or global markets as well. This means
pay needs to be competitive — not ex-
cessive — otherwise, we may see a brain
drain of top CEO talents.

2. Finding the right CEO or senior execu-
tive is about finding the right talent.In
any market economy, there will be, in
the corporate sector, the top 50 or 100
jobs. What are they and how are they
paid? Where would the GLIC and GLC
roles fit in these top corporate jobs?

3. The pay of CEOs should ultimately re-
flect performance. If the company has
outperformed its competitors, then

CONTINUES ON PAGE S5

s?r__zamzmzarazawzssssw:asszsr

Powered by: @isentia



Headline
MediaTitle
Date
Section
Page No
Language
Journalist
Frequency

GLCs generally lag behind big private companies

The Edge

09 Jul 2018 Color Full Color
Corporate Circulation 25,785
S1TOS3,S5TOS11 Readership 77,355
English ArticleSize 7718 cm?
N/A AdValue RM 133,910
Weekly PR Value RM 401,729

Not 100% commercially driven

FROM PAGE 53

the CEO should be rewarded accordingly and vice-versa.
Hence, any discussion of “too much” or “too little” is
incomplete without a discussion on performance over
time like PATMI, ROE and shareholders returns.(See 40
highest-paid CEOs (non-GLCs) and Remuneration of
CEOs of government-linked companies (GLCs) tables
for Company Score on Pages S2 and S3).

. But performance is also related to, in the case of Malay-
sian GLCs, the need to help further the socioeconomic
agenda of the government.

For example, Maybank, CIMB, RHB Bank and Affin
Bank will never be managed as 100% commercially driv-
en entities like Public Bank and Hong Leong Bank. One
can call this the GLC “discount”. This is perhaps reflected
in the ROCE of Maybank and CIMB against Public Bank
and Hong Leong Bank. (See Comparative ROE for Ma-
laysian and Singaporean banks table).

This is unlike DBS Bank, which although owned by the

Comparative ROE
for Malaysian and
Singaporean banks

S

Singapore government, operates pretty much like a private-
ly owned bank.This explains why its ROE is comparable to
the likes of UOB Bank and OCBC Bank.

What then is excessive compensation for CEOs?

As we have said, it depends on many things and will al-

ways be the subject of much debate by the public, share-
holders and remuneration experts. o

This report is brought to you by Asia Analytica Sdn
Bhd, an investment adviser licensed by the Securities
Commission Malaysia. Please exercise your own
judgement or seek professional advice for your specific
investment needs. We are not responsible for your
investment decisions. Our shareholders, directors and
employees may have positions in any of the stocks
mentioned.

A. InsiderAsia”

Decision-critical analysis
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