28th ANNUAL GENERAL
MEETING
MSWG Questions
29 June 2020

MSWG (Strategy & Financial Matters)
Question 1 and Corresponding Answer
The Group recorded the following:
FY Mar 2019

FP Dec 2019

EBITDA

RM34.4 million

(RM16.6 million)

Loss after tax

RM165.8 million

RM215.6 million

Gearing ratio

0.3 times

0.6 times

(pages 4, 97 & 98 of Annual Report for financial period ended 31 December 2019 (“AR”)

a) Given that the end of the Covid-19 pandemic has yet to be seen, the widening of the Group’s
losses, coupled with the Group’s expectation that its Logistics Business and Aviation business
will be unfavourably impacted by Covid-19, how will the Group prepare itself to meet its debt
obligations especially the settlement of payables and loan repayments on a timely manner?
For quarter March ended 2020, the company recorded lower losses of RM49.2 million vs RM133.7
million for quarter March ended 2019. The following initiatives have been undertaken to manage
payables and loan repayments obligations:
i. Fortifying cash flow position by securing additional lines and implementing cost savings
initiatives. Bank’s moratorium contributes to cash flow preservation
ii. Prioritising its payable by deferring payments to certain creditors
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MSWG (Strategy & Financial Matters)
Question 1 and Corresponding Answer (cont’d)
b) The Group’s loans and borrowings increased to RM612.5 million (FYMar2019: RM495.0 million),
while finance cost increased to RM36.3 million (FYMar2019: RM21.6 million) (pages 98 & 99 of
AR). What is the rational for paying a dividend of RM31.3 million (FYMar2019: RM62.6 million)?
Is not this tantamount to paying dividend from borrowings? How sustainable is such a dividend
payout practice, going forward?
No, we did not take borrowings to pay our dividends. The dividend was paid using the Company’s
reserve. Also, the dividend payout of RM31.3 million for the financial year ended 31 March 2019 and
was significantly lower than the payout in the financial year ended 31 March 2018 of RM62 million.
The Company sees dividends payment as a form of reward to our shareholders.
The Company has always considered financial sustainability in our dividend policy. Hence the
Directors do not recommend any final dividend to be paid for the financial year ended 31 December
2019.
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MSWG (Strategy & Financial Matters)
Question 2 and Corresponding Answer
‘Pos Rider’ crowdsourcing programme was launched in September 2019 to increase last-mile
delivery capacity during periods of high parcel volume. The programme recruits eligible individuals
and SMEs with their own vehicles, on a temporary basis, to deliver parcels on behalf of Pos
Malaysia. A total of 100 individuals were recruited as Pos Riders in 2019 (page 29 of AR).
a) Briefly explain the arrangement between the eligible individuals and SMEs with Pos Malaysia
under the ‘Pos Rider’ crowdsourcing programme and the costs involved?

Pos Rider crowdsourcing programme is a vendor-client relationship whereby eligible individuals and
SMEs will receive commission income from Pos Malaysia for successful delivery of courier items.
There are two schemes under the programme:
i. One-year contract scheme offered to those who satisfy our qualifying requirements.
ii. Short term contract scheme offered by Pos Malaysia from time to time to cater for upsurge in
delivery volume.
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MSWG (Strategy & Financial Matters)
Question 2 and Corresponding Answer (cont’d)
b) What are the results that have been achieved via 'Pos Rider’?
The uptake in Pos Rider scheme has been encouraging. Thus far 3 million items delivered so far with
95% successful delivery (March till mid-June 2020). Pos Rider currently has a daily average capacity of
120k items.

c) To-date, how many ‘Pos Riders’ have been recruited?

As of today, we have recruited 1200 Pos Riders.
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MSWG (Strategy & Financial Matters)
Question 3 and Corresponding Answer
‘Entrepreneurship Programme’ was piloted in October 2019. The objective is to encourage existing
delivery employees to become the Group’s last-mile delivery partners. A total of 19 individuals
participated in the programme in 2019 (page 29 of AR).
a) Briefly explain the mechanics under the ‘Entrepreneurship Programme’ and the cost/capital
involved?

Terms of the Entrepreneurship Programme are as follows:
i. Participating delivery employees will be offered a one-month trial period with commission scheme
similar to the Pos Rider programme. Daily vehicle expenditure will be borne by Pos Malaysia.
ii. After the trial period, participating delivery employees will have the option to become full time
Pos Riders and resign from Pos Malaysia. Pos Malaysia will offer vehicle ownership at discounted
price, provide business coaching, as well as fund the initial startup cost to encourage participation
of the programme.
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MSWG (Strategy & Financial Matters)
Question 3 and Corresponding Answer (cont’d)
b) What are the benefits/results that have been achieved via the ‘Entrepreneurship Programme’?
Main focus of the Entrepreneurship Programme is to convert fixed last mile delivery cost into a
variable cost structure. We note that the program has a record of almost 100% delivery success rate
and effectively reduced our delivery cost per item by 28%.

c) To-date, how many individuals have participated in the programme?
Thus far, 100 of our delivery employees have participated in the Entrepreneurship Programme.
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MSWG (Strategy & Financial Matters)
Question 4 and Corresponding Answer
Pos Malaysia experienced a major malware attack on its Information System in October 2019. Since
then, the Company appointed a consultant to review and make proposals on the overall ICT
infrastructure solution. Similarly, the Company appointed a cybersecurity independent expert to
review overall security measures and controls. System improvements will be implemented in 2020
(page 55 of AR).
a) What was the impact of the malware attack to the business operations of the Group?

We detected the malware attack on 20 Oct 2019 where more than 35 critical systems were adversely
affected. Fortunately, no data leak was detected.
Due to the incident, our operations were disrupted for 3 days. Recovery processes took about 2
months to stabilise which affected our reputation as a reliable e-Commerce partner.
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MSWG (Strategy & Financial Matters)
Question 4 and Corresponding Answer (cont’d)
b) What is the extent of financial losses suffered by the Group due to the said malware attack?
We estimate the financial losses were approximately RM10 million arising from reduced revenue and
higher corrective costs.

c) What was the cost of appointing the said consultant and the cybersecurity independent expert?
The cost of appointments of the consultants were RM3.14 million.
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MSWG (Strategy & Financial Matters)
Question 5 and Corresponding Answer
Pos Malaysia received a significant increase in the number of customer complaints of 292,338
(FYMar2019: 129,203) (page 67 of AR).

a) Why was there a significant increase in the number of customer complaints?
Key events that contribute to higher number of complaints include:
i. Inability to track parcels during the malware incident in Oct 2019
ii. Delay in delivery due to higher than normal volume surge during peak seasons
iii. Longer delivery time in Sabah & Sarawak due to change of transportation mode from air to sea
iv. Issues relating to revised pricing corresponding to the rezoning of delivery routes
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MSWG (Strategy & Financial Matters)
Question 5 and Corresponding Answer (cont’d)
b) What were the nature of the major complaints by customers?
Delayed delivery to customer as well as uncertain delivery status.

c) On average, how long did the Group take to resolve the complaints?
On average we resolved the complaints within 3 to 6 days.

d) What measures have been taken to improve the situation?
The Company has invested in operations improvement programmes which includes improved track
and trace system, improved last mile delivery network capacity (which includes outsourcing and
crowdsourcing initiative) as well as mid mile processing automation.
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MSWG (Strategy & Financial Matters)
Question 6 and Corresponding Answer
POS Aviation recorded a drop in customer satisfaction rating to 75% (FYMar2019: 89%), whilst POS
Logistics customer satisfaction rating dropped to 66% (FYMar2019: 80%) (page 67 of AR).
a) What were the nature of the major dissatisfaction?
For Pos Aviation, the decline in service level is attributed to two key factors as follows:
i. Increase business growth constraining our service capacity; recently we have secured new
businesses from Garuda Airline, Royal Brunei Airline, Air Arabia and Oman Air with minimal
increase in manpower to service these new businesses.
ii. Increase in customer complaint relating to mishandled baggage. Baggage system maintenance is
handled by Malaysia Airport Holdings Berhad; they are currently looking into refurbishing the
baggage handling system.
Whereas for Pos Logistics, the two categories of dissatisfaction are relating to service level quality
(timely delivery and tracking of customer’s requests) and pricing related matters.
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MSWG (Strategy & Financial Matters)
Question 6 and Corresponding Answer (cont’d)
b) Did it result to any loss of customers?
We have managed to maintain our existing customers as we worked closely with them to resolve the
matters.

c) What measures have been taken to improve the situation?
In the case of Pos Logistics, the management has undertaken regular engagement programme with
major customers such as Proton and Bernas to address their key concerns.
Whereas for Pos Aviation, the management has initiated rostering plans to meet the airline’s
requirement and flight timing. The management also conducted regular coordination meetings with
Malaysia Airport Holdings Berhad to resolve baggage handling issues.
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MSWG (Strategy & Financial Matters)
Question 7 and Corresponding Answer
Other key management personnel – Remuneration increased to RM7.5 million (FYMar2019: RM5.4
million) (Note 6, page 198 of AR).
a) What is the reason for the increase?
There is no change in the headcount of other key management personnel during the period under
review. Lower remuneration in FYMar2019 as key management personnel entered service during the
second half of that financial year.
b) Are there any plans to review the remuneration of the other key management personnel
mentioned above, as part of cost saving measures to be carried out in financial year ending
2020?
As part of cost savings measures to be carried out in financial year ending 2020, we have implemented
the below for key management personnel:
i. Freeze of recruitment for key management personnel
ii. Freeze in annual increment and bonus in 2020
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MSWG (Strategy & Financial Matters)
Question 8 and Corresponding Answer
Loss allowances on trade receivables have increased to RM30.9 million (FYMar2019: RM25.3 million)
(Note 30.4, page 241 of AR).
a) What actions have been taken to recover the said amount?
The Company has engaged Debt Collection Agents as well as litigation proceedings in recovering the
said amounts.
b) To-date, how much of the loss allowance on trade receivables have been recovered?
The recovery of loss allowances on trade receivable for the Group is RM2.5 million as of 31 May 2020.
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MSWG (Corporate Governance Matters)
Question 1 and Corresponding Answer
Datuk Puteh Rukiah Binti Abd Majid, the Independent Non-Executive Director of the Company only
attended 4 out of 6 Board meetings – 67% attendance during the financial year (page 113 of
AR2019).
What are the reasons for her not being able to attend the other two Board meetings during the
financial year?
Datuk Puteh Rukiah Binti Abd Majid was hospitalised during the said Board Meetings. Hence, she was
not able to attend the scheduled 21st and 25th November 2019 Board Meeting.
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MSWG (Corporate Governance Matters)
Question 2 and Corresponding Answer
En. Ahmad Suhaimi Bin Endut, the Non-Independent Non-Executive Director of the Company only
attended 4 out of 6 Board meetings – 67% attendance during the financial year (page 116 of
AR2019).
What are the reasons for him not being able to attend the other two Board meetings during the
financial year?
En. Ahmad Suhaimi Bin Endut was performing Umrah during the said Board meetings. Hence, he was
not able to attend the scheduled 21st and 25th November 2019 Board Meeting.
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