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GLOBAL FINANCE

Audits of Brokers

Hot Port for IPOs: Malaysia

Market Surges as Investors Snap Up a String of Debuts; Economy Is Strong

By Sam HoLMES
Anp PR. VENKAT

Another Malaysian company,
this time the owner of the coun’
try’s busiest port, is looking to
test investor appetite for an ini-
tial public offering. It would be
the latest in a string of big-
ticket deals that are making the
Southeast Asian country one of
the world's hottest IPO markets
this year.

The company, Westports Ma-
laysia Sdn. Bhd., began inviting
bankers to pitch to advise it on
plans to raise about $1 billion
from an IPO, three people famil-
iar with the transaction said
Monday, adding to a long queue
of billion-dollar-plus listings.

The company is owned by en-
tities linked to Hong Kong ty-
coon Li Ka-shing and Malaysian
industrialist G. Gnanalingam.

Benefiting from a strong tra-
dition of state investments in
public stocks and a resilient
economy, Malaysia is already
home to two of three biggest
TPOs in the world this year, be-
hind Facebook Inc.: the $3. bil-
lion offering from state-backed
palm-plantations owner Felda
Global Ventures Holdings Bhd.,
and hospital operator IHH
Healthcare Bhds $2 billion dual
Singapore and Malaysia listing
last month.

With those listings and others
pending, from a cable-television
operator and a domestic power
firm, Malaysia has become a rare
bright spot for offerings, while
elsewhere markets are suffering
from an IPO drought.

Last year, Malaysia ranked
12th in new listings globally, but
has vaulted to third place this
year, behind only the U.S. and
China, according to Dealogic,
beating last year’s top draw
Hong Kong, which has fallen to
fourth place.

Both Felda and IHH had heavy
investing from Malaysia’s Em-
ployees Provident Fund and
other state funds, which took on
so-called cornerstone roles that
committed them to holding
those stocks for at least six
‘months after they were listed, in
exchange for early dibs in the
TPO.

Bankers say that state-owned
funds tend to invest heavily in
the country’s stock market,
which the government is push-
ing to deepen. Encouraged by

Westports Malaysla operator of Port Kiang,i locking to raise about $1 billon in an IPO.

the success of Felda and IHH,
other companies such as cable-
TV operator Astro All Asia Net-
works PLC and power company
Malakoff Corp. Bhd. are all plan-
ning to list in the next year or
50, people with knowledge of the
plans said.

Malakoff recently lined up
banks for its near 1 billion IPO,
while Astro All Asia Networks,
which is partly owned by Khaza-
nah Nasional Bhd, the invest-
ment holding arm of the Malay-
sian_government, has sought
regulators’ approval for a
planned $L5 billion IPO, accord-
ing to people familiar with the
matter.

Shares of Felda and IHH are
up 10.3% and 114%, respectively,

comes as IPOs elsewhere have
either been delayed or scrapped
owing to volatile market condi-
tions.

In Hong Kong, pulled IPOs
have become common. UK.
based Graff Diamonds scrapped
its $1 billion IPO this year, while
in Singapore, motor-sport fran-
chise Formula One Group post-

The Southeast Asian
country is home to two
of year's top IPOs not
named Facebook:
Felda Global’s and
IHH Healthcare's.

after going public. Malaysia’
benchmark FTSE Bursa Malaysia
KLCl is up 7.8% this year, having
hit a record high on Aug 14.

“Investors are often puzzled
by the resilience of Malaysian
equities,” Nomura analysts noted
last week, but said that Malay-
sia’s exposure to Europe’s woes
is decreasing. Exports to Europe,
at 9.1%, are down from 11% in
2010.

Malaysia’s buoyant market

poned its approximately $2.5 bil-
lion offering at the end of June
as bankers, wary of anemic de-
mand, canceled the planned cap-
ital raising.

Westports Malaysia operates
one of Asia’s busiest shipping
terminals at Port Klang on the
west coast of Peninsular Malay-
sia, whose top exports are elec-
tronics and palm oil.

Hutchison Port Holdings
Trust, which is controlled by
Hong Kong’s Mr. Li and operates
52 ports in 26 countries, has a
31.5% stake in Westports, which
was formed by Mr. Gnanali
who is listed as the country’s
24th-richest person, according
to Forbes, from the privatization
of government port assets in the
early 1990s. His oldest son, Ru-
ben, is chief executive of the
company.

Hutchison Port Holdings de-
clined to comment on the pro-
spective IPO. Westports Malaysia
wasn’t immediately available for
comment.

The IPO would be the most
recent equity-capital raising for
groups linked to Mr. Li in
Southeast Asia in recent years.
Hutchison Port Holdings raised
$5.5 billion in Singapore’s larg-
est-ever IPO in early 2011 Mr.
Li, one of the wealthiest men in
Asia, also held the first yuan-
denominated IPO outside China
last year in Hong Kong—the
$16 billion IPO of Hui Xian
REIT.

—Isabella Steger
and Jason Ng
contributed to this article.

Swiss Banks Share

By ANITA GREIL
Anp MARTA FALCONT

ZURICH—Since this spring,
Swiss banks have provided U.S.
officials with the names of thou-
sands of their employees, as
they seek to fend off any crimi-
nal prosecution over allegations
that they helped Americans
evade taxes.

The handover, which initially
didn't attract much attention in
Switzerland, has become a major
controversy about personal pri-
vacy, undermining morale at
Credit Suisse Group AG and the
private-banking unit of HSBC
Holdings PLC, among others.

Many of the employees whose
names were sent to Washington
arew't suspected of having
helped Americans evade taxes.

In addition, many were never
told that their names were being
turned over; in other cases, they
were told but not allowed to re-
view the documents sent that
contained their names.

“The employees feel they are
being betrayed,” said Denise
Chervet, general secretary of the
Swiss banking personnel associ-
ation, or ASEB. “They did what
was required, what they had to
do. They are niow being punished
for just doing that, their job.”

Switzerland has come under
enormous pressure to stop al-
lowing foreigners to use its
bank-secrecy laws to evade taxes

after UBS AG in 2009 admitted
wrongdoing in helping Ameri-
cans hide from tax authorities.
UBS agreed to turn over the
names of more than 4,500 U.S.
account holders and paid a $780
million fine.

Thousands of Americans, not
all of whom had accounts with
UBS, have since voluntarily dis-
closed their accounts as part of
two U.S. tax amnesties.

Since then, Bern and Wash-
ington have been wrangling over
the details of a sweeping agree-
ment on the tax issue.

In the meantime, the Swiss
government, in an effort to pre-
vent an indictment of one of its
banks, gave banks permission to
send the U.S. Department of Jus-
tice whatever information it
sought, provided they comply
with Swiss law.

Credit Suisse and at least four
smaller banks have sent the US.
documents going back a decade
that showed how they ran their
US. businesses and which con-
tain thousands of names. Some
are people copied on emails who
didn’t work with clients, some
banking officials acknowledge.

At Credit Suisse, some em-
ployees were told through group
information sessions that their
names had been given to USS. of-
ficials, while others were told in-
dividually. Others told employees
individually and let them review
the documents.

»

Names With U.S.

The Case So Far
Squaring Off Over Privacy

# UBS admitted in 2009 to
helping Amerkcans hide taxes.

# Thousands of Americans
have disclosed their accounts
as part of USS. tax amnesties.

# Washington and Swiss
officials have been discussing
details of a broad agreement
on the tax issue.

Spokesmen for the Depart-
ment of Justice and the Internal
Revenue Service declined to
comment on any aspect of the
‘matter, including how the agen-
cies might use the information.

“I feel completely betrayed,”
said Eric Delissy, a 71-year-old
former corporate counsel at
HSBC in Switzerland. Mr. Del-
issy, who said he never dealt
with US. clients, lodged a crimi-
nal complaint with Swiss prose-
cutors against HSBC, members
of the Swiss government and the
financial markets regulator, with
the Swiss state prosecutor. The
complaint was turned down by
prosecutors on Monday. Mr. Del-
issy plans to appeal.

HSEC said it is aware of the
decision to dismiss the com-
plaint. It said it continues to co-
operate with U.S. authorities.

HSBC's private-banking unit and at least several Swiss banks shared employee names with U.S. Investigators.
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HSBC “has carefully evaluated
the process of how it cooperates
and believes full cooperation is
in the best interest of all stake-
holders involved to resolve the
issue. Today’s decision Supports
this view,” spokesman Médard
Schoenmaeckers said.

Douglas Hornung, a Geneva-
based lawyer, said he represents
about 50 former and current
bank employees whose names
are linked to the investigation.

One, an assistant working at
Credit Suisse’s “American Desk,”
argues in a civil complaint filed
in Geneva that she risks being
arrested or questioned if she
went to the US.

“These concern mainly em-
ployees who work or have
worked in Switzerland,” said Mr.
Schoenmaeckers, the HSBC
spokesman. “We have a highly
diverse work force in Switzer-
land, so there are many national-
ities involved. We haven't se-
lected documents nor names in
documents, so the background of
people is irrelevant to actual
submission of information to the
Us.”

Not all names that have been
disclosed to U.S. officials belong
to Swiss citizens.

“The Swiss should offer what-
ever help is required for the U.S.
to track down tax dodgers, but
they should make clear that they
will only do so within the coun-
try’s legal framework,” said Mar-
tin Janssen, a professor of fi-
nance at Zurich University. “To
hand over the names of employ-
ees, without seeking their con-
sent beforehand, violates Swiss
laws and ultimately weakens the
Swiss government’s negotiating
power at the bargaining table.”

Bank officials and Mario Tuor,

a spokesman for the Swiss fi-

nance ministry, said it is in the

broader public interest to fully

cooperate with the U.S. probe

and reach an out-of court settle-
ment.

“We understand that employ-
ees are concerned, and that the
banks were in a very difficult
position,” said Thomas Sutter, a
spokesman for the Basel-based
Swiss Bankers Association, a
bank lobby group. “We trust that
they took the legal situation into
consideration, and it's now up to
the courts to decide whether the

9 law was broken or not.”
3 —Laura Saunders
contributed to this article.

Found Deficient

By Liz MoYER

Audlits of broker-dealers have
“disturbing” deficiencies, includ-
ing two instances where the
firms that conducted the audits
didn't adhere to rules requiring
independence among auditors, a
new report found.

The report, by the Public
Company Accounting Oversight
Board, set up by Congress to
oversee the audits of public
companies, reviewed portions of
23 audits of broker-dealers by 10
audit firms.

The board found indepen-
dence problems in two cases
where the auditors prepared, or
assisted in preparing, financial
statements they were auditing,
something allowed under rules
by the American Institute of Cer-
tified Public Accountants but not
under the stricter rules for bro-
ker-dealer auditors under the
Securities and Exchange Com-
mission.

The board said it wouldn't
identify the names of the audit-
ing firms or the broker dealers.

Calling the results “disap-
pointing” and “disturbing” dur-
ing a conference call to discuss
the interim report Monday, rep-
resentatives of the accounting
oversight board said they would
continue to push forward with
their inspection program.

“The results indicate that in
the audits that we inspected, the
auditors were not properly ful-
filling their responsibilities to
provide an independent check on
brokers’ and dealers’ financial
reporting and compliance with
SEC rules,” said Jeanette Fran-
zel, a member of the PCAOB
board.

The review program began
last year in response to the
PCAOB's new oversight authority
of broker-dealer audits under
changes mandated by the Dodd-
Frank law in light of the Bernard
Madoff Ponzi scheme.

Since the reviews began, MF
Global Holdings Ltd. imploded

after big bets on shaky European
bonds prompted a wave of cus-
tomer and counterparty defec-
tions. Last month, another fu-
tures  broker,  Peregrine
Financial Group Inc., foundered
after allegations of a long-run-
ning accounting fraud.

Its chief executive, who alleg-
edly confessed to the fraud in a
note before a failed suicide at-
tempt, pleaded not guilty to 31
charges of fraud last week.

The PCAOB said Monday that
its first swipe at reviewing au-
dits was just a small sample of
what it will ultimately review.

“While the results of these
initial _inspections cannot be
generalized to all securities bro-
ker and dealer audits and repre-
sent only a small portion of the
inspections planned for the in-
terim program, the nature and
extent of the findings are of con-
cern to the board,” said James
Doty, PCAOB chairman.

Less than 1% of broker-deal-
ers, 30 in total, have net capital
requirements of $1 billion or
more, representing 80% of the

industry’s net capital. Some 70%
of broker-dealers have net capi-
tal under $1 million, less than 1%
of industry capital.

The PCAOB’s first review
looked at firms in the smaller
size category. The reviews will
be broadened out eventually.
This year, the PCAOB will look at
40 auditing firms and 60 broker-
dealer audits. By the end of next
year, it will have looked at 100
auditing firms and 170 audits.

In the initial review of the 10
audit firms, the PCAOB said it
found deficiencies throughout.
For example, in seven of the 23
audits, inspectors found firms
failed to sufficiently test compo-
nents of minimum net-capital
computations. In two of the nine
audits of broker-dealers that are
required to hold a customer re-
serve, audit firms failed to verify
that the special reserve bank ac-
counts were designated for the
exclusive benefit of customers.

Eloomberg News

James Doty’s PCAOE is concerned about broker-dealer audits.

U.S. Business Groups
Oppose ‘Congo’ Rule

By JEssica HOLZER

with the rule, as well as whether

‘WASHINGTON—U.S. market

regulators are targeting violence
in central Africa and corruption
in oil-rich nations, moving ahead
with a vote on rules that busi-
nesses say could cost U.S.listed
companies billions of dollars an-
nually.
The Securities and Exchange
Commission on Wednesday is set
to approve a pair of rules, man-
dated by the 2010 Dodd-Frank fi-
nancial-overhaul law, that would
require U.S.listed companies to
disclose their oil-related pay-
ments to foreign governments
and to report whether goods
such as mobile phones and air-
craft contain minerals from war-
torn Congo.

Business groups say that even
if both rules pass, they may sue
to block them, arguing the SEC
failed to include a proper eco-
nomic analysis of the proposals
it issued in December 2010.

The Congo minerals rule aims
to pressure U.S. companies to
shun gold, tin, tantalum or tung-
sten from the Democratic Repub-
lic of Congo and surrounding
countries. Trade in those miner-
als is blamed for financing
armed groups committing atroc-
ities in the region.

Under the rule, US. public
companies would have to report
whether their goods contain any
of the African minerals, and the
companies would have to say
what steps they took to verify
whether the minerals were taxed
or controlled by rebel groups.

People familiar with the mat-
ter said Monday that commis-
sioners were still negotiating the
precise length of a phase-in pe-
riod during which companies
wouldn’t have to fully comply
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level of liability that applies to
annual reports and other impor-
tant filings to the SEC.

In its 2010 proposal, the SEC
said the rule would cost busi-
nesses $71 million. But the Na-
tional Association of Manufac-
turers said it would cost
between $9 billion and $16 bil-
lion, since some companies
would have to scour supply
chains comprising hundreds or
even thousands of vendors.

Tn a letter last month, the U.S.
Chamber of Commerce asked the
SEC to repropose the rule, say-
ing the regulator hadn’t ana-
lyzed the costs to the small sup-
pliers to companies that are
subject to the rule.

The SEC didn’t provide a cost
estimate for the rule forcing
companies to report their pay-
ments for developing oil and gas
fields abroad.

The American Petroleum In-
stitute, the oil and gas industry’s
major trade group, said costs
could run into the tens of bil-
lions of dollars if the SEC
doesn't allow exceptions for
companies when a host country’s
laws prohibit disclosure of the
payments.

Without the exception, com-
panies could be forced to wind
down their operations in Qatar,
Angola and other countries in
order to comply with SEC rules
as well as foreign law, the group

aid.

The disclosure rule would
force U.S-listed oil companies to
hand over valuable competitive
information to foreign and gov-
ernment-run competitors who
won't have to comply with the
rule, the AP said.



