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Above All, Property
Management is About Service
Property management has come
under intense pressure ever since the
Movement Control Order (MCO) was
imposed on 18 March 2020 in Malaysia.
While every citizen and visiting foreign
friends were kept behind closed doors,
our tireless workforce has braved the
pandemic to be on the frontline to
ensure the premises of our clients do
not end up as a hotbed for the Novel
Coronavirus.
Our tasks delivered during this time
have been unprecedented. Aside from
the daily operations, we had to ensure
all utilities are up and running as they
should and not trip unannounced
so our clients can work conducively
from home. This includes activities we
take for granted on normal days such
as picking up our mails, parcels and
food deliveries at regular intervals
throughout the day. Without sounding
overly dramatic, it is our duty to ensure
building maintenance which includes
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everything from cleaning, waste
management, rectification works and
financial management are always at
its optimum.
Through this season also, we have
witnessed a sudden influx of new
players in the industry. While we
welcome a healthy competition as it
bodes well for the industry, it is also our
responsibility to remind our new peers
that the practice of building and facility
management is a specialised area
requiring the dedication of service
to excel. This is after all a discipline of
managing other people’s assets and
as such, under no circumstances
should we take it lightly that any faulty
parts can just be neglected or ignored.
As a professional building management
practitioner for about 20 years now,
the keyword is sustainability in all
aspects such as juggling between our
technical knowledge of the premises,

financial management and human
relationships with our clients and
everyone involved on the job. This is
not something that can be cultivated
overnight but a process that takes
time and perseverance to mould and
shape. Above all, a serving mindset
must undergird our spirit.
It is for such a demanding combination
of efforts that I’d like to take this
opportunity to thank my cohort
of dedicated HBMK team for their
attitude in serving our clients as part
of the frontliners of the country. Your
great work has inspired our client’s
confidence in us and in return,
we have been recognised at the
EdgeProp Malaysia’s Best Managed
and Sustainable Property Awards 2020
with five distinct awards.
To all our clients who have supported
us, I bid you a big thank you for your
trust in us.
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A Serving Attitude that Led to
5 EdgeProp Awards in 2020
Henry Butcher Malaysia (Mont Kiara) Sdn Bhd clinched 5 coveted prizes at the EdgeProp Malaysia’s Best
Managed and Sustainable Property Awards 2020.
are either on par or above international
standards,” revealed Hon Keong.

Receiving Gold for One Menerung for Above 10 Years Multi-Own Strata Residential category (from
left) HBMK Senior Property Manager Jessie Koh, One Menerung Management Corporation Honorary
Chairman Akil Hassan Kalimullah, Housing and Local Government Minister Zuraida Kamaruddin,
EdgeProp Malaysia Editor-in-Chief and Managing Director Au Foong Yee, EdgeProp Malaysia Director of Product and Business Development Alvin Ong.

Receiving Silver for Villa Flora for Above 10 Years Multi-Own Strata Residential category, HBMK
Building Manager Addi Aidileikhmal Salikun, HBMK General Manager Norhayati Bonah, Housing
and Local Government Minister Zuraida Kamaruddin, and EdgeProp Malaysia’s Au Foong Yee and
Alvin Ong.
2020 may have been marred by
Covid-19 but it is nevertheless a year
to remember as HBMK bagged five
outstanding trophies for its exemplary
performance. The awards are:
● Gold for Above 10 Years Multi-Own
Strata Residential in One Menerung
● Silver for Above 10 Years Multi-Own
Strata Residential in Villa Flora
● Silver for Below 10 Years Multi-Own
Strata Residential in The Mews@KLCC
● Bronze for Below 10 Years Multi-Own
Strata Residential in The Mansions
● Special Mention Below 10 Years
Specialised Category in AirAsia
RedQ
“Winning is one thing but the real
intention of participating in the Awards
is to give us an opportunity to be
assessed by an external panel of world
class judges so we’ll know what our

weaknesses are and how best we can
improve,” said Low Hon Keong, Executive
Director of Henry Butcher Malaysia
(Mont Kiara) Sdn Bhd or HBMK.
“I would also like to thank the organiser
at EdgeProp for creating this platform
for us in the industry so together we can
elevate the professional standards of
the practice, not forgetting all our clients
for their trust, our service providers and
our dedicated team at HBMK.”
Of the seasoned hands that formed
the judging panelists, Hon Keong
attributed to the wide range of
disciplines that underscores the
credibility of their scrutiny and this
includes
building
management,
architecture, accounting, legal and
landscaping, just to name a few.
“Their collective feedback ensures we

What transpires thereafter from the
judging sessions of the awards is
the realisation of a new set of action
oriented tasks aimed at injecting
better value to the overall building and
facility management experience. This
encompasses new SOPs and checklists
which includes rectification works
identified from the rounds of inspection.
When asked about the difference
between day-to-day operations and
criteria the judges were looking for, Hon
Keong replied, “The awards give us a
big picture perspective because of the
different backgrounds of the judges
and the award scoring system whereas
our daily upkeep concentrates very
much on the details and preventive
maintenance to avoid services and
facilities from breaking down.”
He cited the recent Movement Control
Order (MCO) as a good reference point
especially in the residential buildings
when most people were forced to stay
home to perform their professional
duties.
“Our job came to the test during
MCO on whether the lifts are working
properly so food delivery will not be left
unattended for too long at the lobby or
in some emergency cases, the elderly
or sickly can get to the ambulance
waiting downstairs.”
Other factors to look into include the
condition of the mechanical & electrical
services of the building, durability of
the electrical cabling, water pumps
in functional mode and ongoing
maintenance to prevent seepages
or leakages from the windows, doors
and rooftops during this period of
heightened demand. Incidentally, these
are the same factors to pay closer
attention to when managing premises
that are above the 10 years of age.
“As such, it is imperative that everyone
on board at HBMK is firstly educated

without our dedicated team and this is
something we treasure as we expand
our facility management portfolio to
also include commercial buildings
and purpose built premises like AirAsia
RedQ.”
Taking cue from AirAsia’s RedQ
example, HBMK is not ruling out
facility management of purpose built
premises and commercial offices as
part of its future strategy.
Receiving Silver for The Mews@KLCC for Below 10 Years Multi-Own Strata Residential category,
HBMK Executive Director Low Hon Keong, The Mews Joint Management Body Chairlady Audrey Ho
Wei Chee, Housing and Local Government Minister Zuraida Kamaruddin, EdgeProp Malaysia’s Au
Foong Yee and EdgeProp Malaysia Executive Editor Sharon Kam.

and subsequently frequently reminded
about the importance of this job so they
do not take it lightly when something as
simple as a tap is leaking or when a light
bulb is fused. The consequences could
be disastrous if no remedial action is
taken on these faulty parts.”

“Before we decide to participate in an
award, we will firstly consult our clients
and seek for their approval. In AirAsia
RedQ’s example, we believe it is a
unique facility management project
that has its merits to compete and be
judged for the awards.”

Hon Keong also imparted that for all
these fixtures and services to work, the
bottom line remains with the collection
of the maintenance fee and sinking
fund from the residents. The tripartite
relationship between the awareness
among residents, efficient building
management and quality of the
building performance is a chain of trust
that shouldn’t be broken. The healthier
the coffers as such will translate to better
confidence in delivering better upkeep
services. Although costly refurbishments
are inevitable when things like the lifts
systems, water pumps and paint works
have reached the end of their lifespan,
“preventative maintenance by our inhouse experts can help mitigate the
long term expenditure of our clients.”

Not just a walk in the park, Hon Keong
admitted to the rigorous demands
of managing purpose built facilities,
like how the company won the same
award in 2019 for Kato Manufacturing.

To this Hon Keong pointed out that with
a staff strength exceeding 800-strong, it
is easy for HBMK to pool resources and
redeploy for special needs such as
assessing energy saving capabilities of
the buildings, electrical maintenance,
plumbing, waterproofing and even
painting. “Due to the economy of scale,
when we deliver the required services to
our clients without engaging external
contractors, it helps our clients to save
substantially.”
And what about the commercial end,
having clinched a Special Mention in
the Special Category for the managing
of AirAsia RedQ? Was it something
HBMK envisioned to achieve at the
Awards this year?

“To be frank, we couldn’t have done it

“Again, while recognition from the
Awards is important, I cannot deny
that when we are able to deliver and
help our clients realise the savings
from proper management, it gives me
nothing but total satisfaction knowing
that we have served to the best of our
abilities.”
Unlike the previous years, this edition of
the Awards was presented online due
to the MCO. In the pioneering virtual
effort, the Awards was presented on
27 June 2020 and streamed live via
EdgeProp’s facebook page.
Contact HBMK feedback@
henrybutchermk.com, call
+603-62053330 or follow www.facebook.
com/hbmkfb and www.instagram.com/
hbmk.my/

Receiving Bronze for The Mansions for Below 10 Years Multi-Own Strata Residential cateogry, HBMK
Senior Property Manager Kathrine Yong, The Mansions JMB Chairman Kenneth Khoo, Housing
and Local Government Minister Zuraida Kamaruddin, and EdgeProp Malaysia’s Au Foong Yee and
Sharon Kam.

Receiving a Special Mention for AirAsia RedQ for Below 10 Years Specialised category, AirAsia Group
Facilities Manager (Building Maintenance) Mohd Natasya Mohmad Rozee, AirAsia Group Facilities
Management and Development Head Nor Azlina Mohd Isa, Housing and Local Government Minister Zuraida Kamaruiddin, and EdgeProp Malaysia’s Au Foong Yee and Alvin Ong.
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Henry Butcher & EzyAgents
Project Marketing Partnership
Technology has always been a
fascinating tool in our everyday lives,
not only in that it makes our lives
more exciting but it also creates
a platform where we are able to
interact with one another without the
need of physically being present. The
distribution of information and the
speed of distribution is very important
in these changing times. Adapting
to this changing environment, we,
at Henry Butcher Real Estate, have
entered into a partnership with a techcentric company called EzyAgents.
The objective of this partnership is to
add another marketing channel and
boost our marketing reach for project
marketing assignments entrusted to us
by our developer clients.

“Agents” who are registered with the
Board of Valuers, Appraisals, Estate
Agents and Property Managers are
able to access the app once they
have signed up and they are required
to provide their Real Estate Negotiator’s
licence number to be able to use this
application. This platform provides an
opportunity for the negotiators to have
the options to connect to many other
projects where they were not able to
access under ordinary circumstances.
They can then advise their clients in a
matter of minutes without the need to
look far to find a suitable project which
suits their clients’ needs.
In addition to that, property developers
are able to list their projects within
this app which provides them with a

much wider network and expands their
projects’ exposure within the real estate
negotiator’s community.
The platform provides a seamless
environment for the users and they will
be assisted should they require any
further information or assistance during
their visits to the showroom.
We welcome all agents and developers
to contact us to find out more about
this exciting new venture that will
benefit the real estate community.
For more information, please contact:
Jason Tam (REN 09432),
mobile +6012 378 8438
Long Shi Chuen (PV 1848),
mobile +6012 373 5580

EzyAgents is a technology
platform
which
provides
project information covering
both completed projects as
well as newly launched ones
to real estate agents across
Malaysia with the ease of an
app which can be accessed
via a desktop, laptop, tablet or
mobile phone. It is a very simple
and straightforward process for
us to work with every interested
agency in Malaysia and it
encourages collaboration with
other agencies as well.

Henry Butcher Congratulates Datuk Seri
Michael Yam on CIOB Appointment
A Familiar face in
the Malaysian real
estate
fraternity,
Datuk Seri Michael
Yam FCIOB has
been appointed
Vice
President
of the Chartered
Institute of Building
(CIOB) on 23 June 2020 and will make
history as the first ever Malaysian and
second Asian to be elected the 119th
President of the CIOB in 2022 in CIOB’s
188 year history.
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On his appointment as CIOB’s Vice
President, Michael Yam said, “I joined
the CIOB in 1983 and I’m thrilled to
have the opportunity to give back to
the CIOB what they have given to me
over the years. Belonging to a global
professional institution like the CIOB
is like being part of a movement. Its
ideals to strengthen the construction
and built environment sector mirror
my own values.”
Michael has over 35 years’ experience
in the construction, real estate and

corporate sectors. He is currently the
Chairman of InvestKL Corporation
and Kwasa Land, as well as an
independent non-executive director
of three public listed companies listed
on the KLSE.
Prior to this, Michael was the President
of CIOB Malaysia from 2005-2007 and
was a member of the CIOB Board of
Trustees from 2008-2012. He is also a
Past President and Patron of REHDA
Malaysia and has served as a director
of CIDB from 2016 to 2018.

A Display of Dynamism
and Resilience
Malaysian property developers are not totally shock-proof but highly adaptable to market movements.

Malaysian property developers are accustomed to changes that can quickly adjust to market changes so they can thrive and succeed again.
The five years immediately before 2015
can be described as the boom years
of the Malaysian residential property
market where anyone who has bought
a residential property at the start of
that period would have made a tidy
sum by 2015. It was the start of the
recovery of the Malaysian economy
and property market from the global
financial crisis of 2008 and an era of
the DIBS (Developer Interest Bearing
Scheme) where properties could be
purchased with a small outlay by the
purchasers and essentially pay nothing
until vacant possession. This abridged
purchasing method introduced in
2009 relied on the property developers
to foot the bill for the buyers while
construction is underway and was
introduced by an innovative developer
and latched on by many others to help
them boost sales and recover from the
ravages of the economic downturn
which affected the country following
the global financial crisis. The attraction
of such an easy route to secure one’s
dream home has seen the market

surge to unhealthy levels, with reports of
record breaking per square foot prices
regularly making into the headlines and
led to abuse by investors, especially
property investment groups headed by
the so called “gurus”.
Just as what goes up must come
down, the overheated market finally
lost its steam with the government
introducing various cooling measures
and clamping down of DIBS schemes in
2014 and loans were tightened to restrict
speculative buyers from unnecessarily
inducing the price to continue to spiral
upwards. The measures seemed to
have worked as purchases have been
neutralised to more manageable levels
in the subsequent years, witnessing
a downward trend in volume of
transactions from 2015 to 2017 as
reported by NAPIC.
After the DIBS frenzy, Malaysian property
market began to be dominated by
calls for more affordable homes and
heeding the call, property developers

began remodelling their offerings to
meet the demand.
As the property market is cyclical in
nature, the well-being of a company
hence hinges on a host of factors such
as the prevailing investors’ sentiments
at the time the projects are launched,
schedule of progressive payments,
recognition of revenue and the overall
economic climate of the country
and to a certain extent, the health of
the world economy. And speaking of
health, we try to go behind the scenes
of selected public listed property
developers to better understand how
they have performed since the DIBS
saga and what has transpired since
then as the appetite for property has
been curtailed by financing limitations
imposed by Bank Negara Malaysia.
But before we go on, we must place a
caveat on this simple report in that not
all public listed property companies
are pure-play property companies.
A fair amount of the companies are

JULY - SEPTEMBER 2020 HERALD

3

diversified into other sectors such as
education, construction, hospitality,
facilities
management, recreation,
gaming, just to name a few. In addition,
quite a number of these companies
have presence overseas as well to
boost their financial position and
overall business standing. Lastly, we only
looked into a handful of companies as
this is just to enable us to understand
the basic trend for the purpose of
writing this article and is not meant to
be a comprehensive study.
The market has by and large been
lacklustre ever since the full effects of
the government’s cooling measures
tightened its screws on the property
market. The
increasingly
difficult
economic environment has not helped
much either, as did the restrictions on
financing and the substantial increase
in overhang properties that provided
the rationale that led to the Home
Ownership Campaign (HOC) in 2019.
Performance
Judging from the data compiled, the
performance of a big majority of the
property developers have been met
with some headwinds between 2015
and 2020, especially in the year 2018.
This is so even if property developers
had recorded positive revenue growths
after 2015. Some of the companies that
experienced this trend include Eastern
& Oriental Bhd (E&O), EcoWorld
Development Group Bhd (EcoWorld),
Guocoland Malaysia Bhd, IOI Properties
Group Bhd, KEN Holdings Bhd, Sunsuria
Bhd and Tropicana Corporation Bhd.
Take for example E&O, revenue
generated from its property business
alone (instead of the entire group) rose
gradually from RM237 million in 2015 to
RM880 million in 2018 before receding
slightly to RM799 million in 2019. An
almost similar trend is also spotted in
EcoWorld where it went from a revenue
of RM1.7 billion in 2015 to RM2.9 billion
in 2017 before tapering off to RM1.9
billion in 2018 only to rise again to
RM2.5 billion in 2019. EcoWorld’s net
profit ratio against revenue had the
best showing in 2019 (since 2015) at
8.26% on the back of RM203 million net
profit and RM2.5 billion revenue.
From
the
seasoned
property
developer Paramount Corporation
Bhd (Paramount) who celebrated its
50th anniversary in 2018, the company
has begun making in-roads to new
territories that complements its business
as a property player. Of significance is
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the investment into the Thai market
with a 49% stake in a Bangkok-based
property developer called Navarang
and the completion of its divestment
of the education business in February
2020 with University of Wollongong of
Australia. Prior to that, the company
entered into the trendy co-working
space sector by setting up its own CoLabs Coworking brand and made a
bold move to the f&b market with the
exquisite Dewakan restaurant.
In terms of its financial position, the
company has generated incremental
growth from RM429 million in revenue
and RM77 million in net profit in
2015 to RM706 million in revenue
and RM89 million net profit in 2019.
It only experienced a slight decline
in revenue at RM421 million in 2016
and RM64 million in net profit in 2017.
The latest news that has made the
headlines also pointed to Paramount
making a strategic land purchase in
the Embassy Row in Kuala Lumpur
valued at RM243.8 million as its first
foray into the city. The 4.54 acres
land purchased together with a
20-storey building housing 132 units
of low-rise condominium units will be
redeveloped into a premium high-rise
development with 650 units at a gross
development value (GDV) of RM863
million.
UOA Development Bhd (UOA), known
for its signature development of
Bangsar South, also showed great
dynamism throughout the challenging
time from 2015. Although the market
was no longer assisted by specially
tailored schemes to ease property
purchase, revenue for the company
did not depart far from RM1 billion.
Of the five years since 2015, only 2016
saw UOA’s revenue dip below the
billion Ringgit threshold to register
RM996 million but what was lost in
revenue, it more than compensated for
in its ratio of net profit against revenue
at a staggering 71.34%. In comparison
to 2015 when it generated a higher
revenue of RM1.6 billion, its net profit
ratio was only 29.7%. Nevertheless,
and amid the coronavirus scare that
began in China at the tail end of 2019,
UOA registered RM124.22 million in
net profit in the first quarter of 2020,
more than doubled the RM59.86
million in the corresponding period in
2019. Earnings per share also almost
doubled to 6.32 sen from 3.25 sen
previously. The developer attributed
the rise to the progressive recognition

of its earnings arising from the ongoing
developments in the market.
Bucking the trend of all challenges
are UEM Sunrise Bhd (UEM) and EUPE
Corporation Bhd (EUPE), both of whom
despite the sluggish market, have
consistently recorded positive growth
from 2015 to 2019.
For the enlarged group of UEM with
footprints across the country, revenue
has consistently risen from RM1.7 billion
in 2015 to RM2.9 billion in 2019.Although
net profit declined from RM257 million
in 2015 to its lowest in recent years of
RM113 million in 2017, it rose again the
following year to RM280 million. Its ratio
of net profit against revenue also rose
from 6.08% in 2017 to 13.7% in 2018.
Spotting Novum@South Bangsar as its
maiden project in Klang Valley, EUPE
presented a strong case as a fresh face
to the city skyline with a lifestyle-driven
facade to captivate passers-by along
the Federal Highway and investors who
came from near and far. Together with
its second project called Parc3 @ KL
South, the projects elevated EUPE from
a RM100 million revenue company to
exceeding RM300 million in 2018, with
a small contribution from its other
businesses like construction and a golf
club.
Resilient
As for the usual top rung companies like
Sime Darby Property Bhd (Sime Daby)
and SP Setia Bhd (Setia), business has
unfortunately experienced a gradual
decline since 2015.
Revenue for Sime Darby in particular
declined from RM3.62 billion in 2015
to RM2.35 billion in 2018 before it
showed some resilience to begin
climbing again. Percentage of its net
profit against revenue was however
at its highest in 2018 at 29.08% on the
back of RM684 million net profit, and
this remains a strong barometer to
gauge the strength of the company as
it had also held up relatively strongly in
2016 at 28.32% on the back of RM955
million in net profit and RM3.37 billion in
revenue. As such, the recent news of its
95% year-on-year decline in earnings to
RM14.2 million for 1Q20 due to a drop
of revenue in property development
and investments should not be too
much of a concern as the climate
today has been substantially changed
with the global pandemic of Covid-19.
Similarly for Setia, its announcement of

a 62% drop in net profit for the financial
year end of 1Q20 to RM28.46 million
due to lower earnings from property
development and construction caused
by the Movement Control Order (MCO)
should not be too alarming. The MCO
had effectively halted any business
activities from taking place, more so
on big ticket items like properties with
no sales offices, construction sites or
mass gatherings like a marketing event
allowed to open or take place. But
given that most businesses have been
allowed to reopen, property developers
will now be able to see business
returning close to normal.
On the financial side of things, Setia’s
revenue was weakened from RM6.75
billion in 2015 to RM3.59 billion in 2018
before rising again to RM3.9 billion in
2019. Ratio of net profit against revenue
however rose from 14.99% in 2015
(RM1.01 billion net profit; RM6.75 billion
revenue) to its strongest showing of
23.65% in 2017 (RM1.07 billion net profit;
RM4.5 billion revenue).
Gamuda Land, the property arm of
Gamuda Bhd, registered RM322 million
in profit before tax in 2019 on the back
of a 1% decline in revenue to RM2,547
million. Despite the marginal drop in
revenue, it’s profit before tax rose by
22% and was categorically placed as
the company’s second best annual
property sales at RM3.1 billion in 2019,
just RM0.5 billion shy of its best sales in
2018.
Malaysian Resources Corporation Bhd
(MRCB) with businesses in property,

construction, facility management
and parking had its strongest showing
in the property business in 2016 (since
2015) clocking in RM1.3 billion in
revenue and RM464 million in net profit
although its ratio of net profit against
revenue was higher in the preceding
year at 61.19% in 2015 compared to
34.99% in 2016.
For the plastic manufacturer turned
property developer, Mah Sing Bhd’s
performance has been rather stable
if looked from the perspective of its
ratio of net profit against revenue.
For example, the company registered
12.37% in 2015 but when it declined to
its lowest in 2019, it was only a marginal
decrease of 1% to 11.32% in 2019.
Between 2015 and 2019, 2015 was Mah
Sing’s strongest year with a net profit of
RM385 million on the back of RM3.1
billion revenue. Earnings per share was
also at its strongest at 15.73 sen per
share. Its consistent value accretion
performance year-on-year even when
revenue dipped could be the reason
behind its favoured position among
investors in the equity market.
Overall, sentiments on the ground
have not been positive for a while now
owing to the many factors, not least like
the trade war between US and China,
the pandemic that has caused much
heartbreak worldwide, the impending
job losses and the foreclosures of
everything from property to business
especially when the six month loan
moratorium expires at the end of
September 2020. Despite the adverse

environment that we are currently
living under, the performance shown
by our local property developers
from 2015 to 2019 have much to
feel optimistic about. Foremost is
their adaptability to volatile market
movements and secondly, their
resilience to risks and restrictions.
Given that most developers have
also displayed their propensity to
bounce back to black fairly quickly
or no more than three years, there is
likely more confidence that we can
draw from the stability of our astute
property professionals, more so if they
are helmed by a management team
that were and are ingrained with the
long-haul mindset.
Just as the game of property is never
a fly-by-night practice, it is also the
reason why we can place our faith
in the growth of Malaysian property
market once the sky clears from
Covid-19. With every crisis that has
lambasted our shores like the Asian
Financial Crisis in 1997, the Sub-Prime
Crisis in 2008, there are always model
companies in Malaysia which remain
innovative and bold, and who do not
wallow in the financial despair of the
times but forge ahead with new and
more exciting products to overcome
the challenging market conditions.
The only test remains is the test of
our faith and a test of their resilience
against this new pestilence that has
just visited planet earth. When “this too
shall pass” has indeed come to pass,
Malaysia’s property market will shine
like the beacon of hope again, just
like it always does, come rain or shine.

Financial Highlights for Financial Year 2019
Revenue
(RM’000)

Profit
Before Tax
(RM’000)

Earnings Per
Share (sen)

Return on
Equity (%)

Dividend
per Share
(sen)

886,320

161,898

4.70

3.28

3.00

2,462,325

265,975

6.91

4.49

0.00

359,939

85,230

23.67

9.47

0.00

Gamuda Bhd

4,565,062

908,849

28.60

8.77

12.00

Mah Sing Bhd

1,789,693

270,219

4.49

5.73

3.35

Malaysian Resources
Corporation Bhd (MRCB)

1,319,393

52,955

0.54

0.50

1.00

705,974

88,838

17.17

9.12

6.50

Sime Darby Property Bhd

3,179,994

665,670

8.8

6.15

3.00

SP Setia Bhd

3,928,874

598,230

5.27

2.82

1.00

UEM Sunrise Bhd

2,909,461

384,528

4.93

3.06

0.00

UOA Development Bhd

1,104,457

510,097

21.07

7.88

14.00

Company

Eastern & Oriental Bhd
EcoWorld Development Group Bhd
EUPE Corporation Bhd

Paramount Corporation Bhd
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Will PENJANA Shake or Stir
the Property Market?
At Henry Butcher, we are of the opinion
that the holding of another Home
Ownership Campaign (HOC) with
stamp duty exemption will provide
a boost to the residential property
market but it has to be noted that the
circumstances today are different from
that of 2019 when the last HOC was
held. Investor confidence has been
affected by the Covid-19 pandemic and
the ensuing Movement Control Order
(MCO) has affected most businesses
and resulted in increased lay-offs and
pay cuts. The cumulative impact is that
people are generally more cautious
and less inclined to spend on big ticket
items like property.

The fourth economic stimulus package
known as the Short-term Economic
Recovery Plan or PENJANA in short was
announced on 5 June 2020 by Prime
Minister YAB Tan Sri Dato’ Hj. Muhyiddin
Bin Hj. Mohd Yassin. The allocation
made for the property sector is worth
up to RM1 billion and based on the
communication advisory received from
the government, the direct beneficiaries
are the home owners and prospective
homeowners.
Previously, the first Economic Stimulus
Package of RM20 billion was released
by Interim Prime Minister Tun Dr.
Mahathir Mohamad on 27 February
2020. This was followed by the Prihatin
Rakyat Economic Stimulus Package
of RM250 billion announced by Prime
Minister Tan Sri Dato’ Hj. Muhyiddin Bin
Hj. Mohd Yassin on 27 March 2020.
The Additional Stimulus Package
targeted towards SMEs of RM10 billion
announced on 6 April 2020 was
the third stimulus package and the
latest PENJANA of RM35 billion was
announced on 5 June 2020.
The property package under PENJANA
consists of:
● Home Ownership Campaign
Reinstatement & Lifting 70% Margin

6

HERALD JULY - SEPTEMBER 2020

of Finance for 3rd Residential
Property
Onwards
Exceeding
RM600,000
The reintroduction of the campaign
as one of the strategies to revive
interest in the otherwise subdued
market due to Covid-19 comes
with stamp duty exemptions for
instruments of transfer and loan
agreements for the purchase of
residential homes priced between
RM300,000 to RM2.5 million. The
stamp duty exemption is limited to
the first RM1 million of the home price
while full stamp duty exemption will
be given to the loan agreements.
The exemption is applicable for sale
and purchase agreements executed
between 1 June 2020 to 31 May 2021
and is subjected to a minimum 10%
discount from the developer.
The 70% margin of financing limit
imposed previously for the third
housing loan onwards for properties
valued at more than RM600,000 will
be lifted.
● RPGT Exemption
Exemption of Real Property Gains
Tax (RPGT) for Malaysian citizens
disposing residential properties
between 1 June 2020 to 31
December 2021.

In addition, banks are now more mindful
of the discounts or rebates offered by
the developers and are offering loans
with lower margins to address this
issue. As such, we cannot expect the
reinstatement of the HOC to achieve
the same sales results as the previous
one although it will certainly provide a
helpful boost to the market.
The removal of the 70% cap on loan
margin for those purchasing their third
property onwards may encourage
potential buyers in this group to add
to their property portfolio whilst the
exemption of RPGT for local citizens on
property disposals made during the
period will encourage those who have
intentions to dispose of their property
to do so. Some of these property
sellers may reinvest their proceeds to
upgrade their home or invest in another
property. However, we do not think that
this will lead to a significant increase
in speculation as people may not be
confident that they will be able to buy
and sell properties at a good profit over
the short period of one and a half years.
Overall, the measures will provide a
much needed boost to the residential
property market although more may
need to be done by the government
to ensure that the pace of recovery in
the market is accelerated as well as
sustainable.

Sale & Leaseback
Sale Structures
What are sale and leaseback arrangements and are they common in Malaysia?

A sale and leaseback arrangement is a
common deal structure that has been
around in Malaysia for many years. This
is an arrangement where the property
owner sells the property on the condition
that the buyer leases back the property
to him for a certain number of years at
a specified rental. It is different from a
sale together with a lease/tenancy in
that the property owner himself is the
one and not the lessee or tenant who
will take on the lease and continue his
business operations in the property.
In recent times, we have received more
inquiries from investors for properties
that come with a sale & leaseback
arrangement. We have also noticed
an increasing level of acceptance
amongst property owners to such deal
structures. It is our hope that this short
article will help our clients gain a better
understanding of the sale & leaseback
mechanism and its benefits to both
seller and buyer.
Benefits to the Buyer
a) The buyer will be able to acquire an
asset that comes with a secured

tenant with a yield that meets
his requirement. Yields which are
typically sought after by buyers are
around the range of 6% to 8% nett
(nett yield refers to the return after
deducting costs such as quit rent,
assessments and insurance). This
yield is higher than placing the funds
as fixed deposits which presently
offer very low rates and is even better
than the rate of return offered by
most residential properties currently.
b)These assets are immediately income
producing and save time and cost
in looking for a tenant. Such an
arrangement will be even more
attractive if there is a long lease and
the tenant/lessee is an established
and reputable multinational and will
appeal to REITS or investment funds
who are more selective and have
more stringent investment criteria.

and higher yielding businesses,
purchasing new plant & equipment
or even other properties.
b) As the vendor will be able to continue
operating from the same premises,
he will not be required to go through
the hassle of relocating his business
operations elsewhere. At the same
time, he will be able to retain his staff
unlike a situation where he relocates
to another area which is further
away from the places of residence
of the majority of his staff.
c) A sale & leaseback arrangement
may also be cheaper than obtaining
financing from lending institutions
for working capital.
d) The vendor will be able to raise
additional cash to pay off short-term
debts and liabilities through a sale
and leaseback option.

Benefits to the Seller
a) To the seller, it is an opportunity for
them to obtain funds for working
capital, business expansion or
reinvestment in more attractive

e) The seller will also be able to
restructure his property portfolio to
adopt an asset light strategy instead
of holding on to properties which will
tie up his capital.
JULY - SEPTEMBER 2020 HERALD
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in Shah Alam from Teraju Sinar Sdn
Bhd with a sale and leaseback
arrangement.
PNB’s purchase of Balai Berita in
Bangsar in 2019 along with a printing
plant in Shah Alam belonging to
Media Prima also came with a sale
and leaseback agreement as well.
These are several notable sale and
leaseback arrangements which have
allowed the seller to remain and
continue carrying out their business
activities in their premises without
much disruption.

Viability of the sale & leaseback structure hinges on a thorough due diligence before the agreement
is signed by both the buyer and seller.
A sale and leaseback arrangement
is more commonly used for deals
involving industrial properties, office
buildings and shopping malls.
The risk to a buyer will be if the vendor
is unable to honour the full term of
the lease and closes his operations
midway through the tenure of the lease.
This will result in the buyer not achieving
the projected returns on his investment
in full. As such, the buyer must always
carry out a thorough background
check on the vendor to ensure that
he is genuine and has the business
longevity to continue operating until at
the very least, the end of the lease term.
Additionally, he also needs to ensure
that there is no break clause in the
leaseback agreement which allows the
vendor to terminate the lease before
its maturity as he will then have to look
for another tenant and this will affect
the ability of the property to generate
the return that he originally envisaged
when he purchased the property.
As for the seller, he should only enter into
a leaseback arrangement if he needs
the additional capital for working capital
and would like to remain operating in
the same premises. If his intention is to
discontinue operations or if he finds the
present location or premises no longer
suitable to his business operations, then
a sale & leaseback arrangement is not
so suitable for him. Further, the vendor
has to make sure that the terms of the
leaseback agreement does not put
him in a less favourable position than
it would be if he still owns the property.
In this regard, he will also have to make
sure that the leaseback agreement
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provides security of tenure and that he
is not at the mercy of the new owner
once the property is sold.
Several examples of sale and leaseback
arrangement that have recently taken
place in Malaysia include Axis REIT’s
acquisition of a 5.6 acres parcel of
land with two blocks of detached
factories in the Bukit Raja Industrial
Estate belonging to Lion Steelworks
Sdn Bhd; the property will be leased
back to Lion Steelworks. An industrial
complex comprising a double-storey
office building, a single-storey factory
with a double-storey office annexed
in Negeri Sembilan belonging to K
Plastic was also purchased together
with a sale and leaseback agreement.
Axis REIT also acquired two pieces of
freehold land together with buildings

Whilst a sale & leaseback structure
has obvious benefits, it is always
important for the buyer and seller to
seek out professional advice to ensure
that he gets the most benefits out of
such a deal. They will also need to find
out the market value of the property
which is being put up for sale via
the sale and leaseback option as a
different leaseback period may have
an impact on the valuation of that
property. Moreover, the seller and
buyer will need to discuss the structure
of such a deal and the obligations of
both parties. A sale and leaseback
arrangement would require due
diligence to be carried out by each
party to understand how it will benefit
both parties and avoid any possible
legal or tax implications.

For more information, please do not
hesitate to contact us at:
Long Shi Chuen (PV 1848), +6012 373
5580, sclong@henrybutcher.com.my
Haryanto Lim (PEA 1377), +6016 295
4888, yanto@henrybutcher.com.my

The sale & leaseback structure is more commonly found in commercial and industrial properties.

Legal Issues at the
Intersection of Malaysian
Real Estate and Covid-19
By Zuhaidi Mohd Shahari and Charlie Ng Zheng Hui

Covid-19 is a new strain of coronavirus
that first emerged in central China
at the end of 2019 and continues
to spread around the globe. On 11
March 2020, the Covid-19 outbreak
has been declared a pandemic by
the World Health Organization (WHO)
and is already having a major effect
on international commerce. As the
outbreak expands in Malaysia, all
industry stakeholders should be well
prepared to monitor and address
concerns impacting the industry. In this
article, we will share the key impacts
of Covid-19 on the real estate industry
and back to work considerations as we
prepare for reopening the economy.
(a) Considerations for Property
Managers
Duty of care. The general rule of law
is that Property Managers owe a duty
to exercise due care for their residents’
safety. This duty is generally the areas

under the Property Manager’s control.
As such, it is important that Property
Managers thoroughly read through
their respective governing documents
(i.e. property management agreement)
to determine what areas or services
are under their control (i.e. elevators,
gymnasium, sky lounge, pool, janitorial
services, security, stairwells) and what
obligations they have to their residents
in maintaining these common facilities
or areas.
Stay informed of the latest compliance
information. It is equally important that
Property Managers shall keep abreast
of the directives, orders or official
announcement being issued by both
federal and state governments that
may affect day-to-day operations at
their properties. Not only are these
directives and orders important in
helping Property Managers make
informed decisions about next steps
during the COVID- 19 crisis, such as

whether to close the common areas or
limit visitor access, they may also give
additional powers to Property Managers
to help protect their residents and their
properties during the Covid-19 event.
Compliance with the Personal Data
Protection Act 2010. Personal data
regarding an infected individual should
not be shared with other residents
within the building, unless prior written
consent is obtained. Property Managers
may, however, provide residents in the
building with a general statement that
an individual on the premises tested
positive for Covid-19 and include
information on the procedures the
Property Manager plans to implement
to clean and sanitise the common
areas of the building. Further, Property
Managers should immediately notify
the local department of health that
an individual in the building has tested
positive for Covid-19 and request further
guidance on procedures they should
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There are various types of force majeure clauses and its effects depends on the scope of the unforeseeable events contemplated by the parties involved
but such clause can only be invoked and relied upon if it has been expressly provided for in the tenancy agreement.

enforce within the building to stop the
community spread of the disease.
(b) Considerations for Hospitality
and Leisure Industry
Reviewing major contracts and
insurance policies. The Contracts
Act 1950 does not provide for implied
terms.Therefore, force majeure clauses
will not be implied into contracts. In the
absence of a force majeure clause,
doctrine of frustration may apply. In
either application, they should always
be analysed on a case-by case basis as
there is no one-size-fit-all solution as the
legal consequence of the coronavirus
outbreak
on
any
contractual
relationship will vary depending on
the nature of the contract, the type
of obligations, the circumstances
in which the obligations are to be
performed and the foreseeability of
the change in circumstances. With
regard to insurance policies, the hotel
owners and operators should check
that by operating out with “normal”
conditions, they are not doing things
that would void their policy or allow
an insurer to refuse indemnity in the
event of a claim.
Employment
challenges.
Hotel
employees are at the heart of the guest
experience and are the cornerstone
of the hospitality industry. Hospitality
businesses that are considering
retrenchment exercise or across-theboard wage reductions in response
to Covid-19 should first consult with
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human resource or legal counsel to
understand all of their contractual and
statutory obligations with respect to any
such action. While salary reductions
are one of the recommended steps to
be taken in order to avert retrenchment,
it is advisable that employees’ consent
be obtained for any salary reduction.
Employers
should
communicate
transparently with their employees
about the reason for the salary
reduction, and explain that this is
an attempt to prevent more drastic
action such as a retrenchment.
For any hotel staff that do remain,
there are statutory obligations on
the employer to ensure a safe and
healthy work environment.
Reopening with stringent SOPs.
Before re-opening, every aspect
of operation should be reviewed.
Hotel owners and operators have
to understand best practice in
the context of legal requirements
(i.e. social distancing, no mass
gatherings, temperature checks etc.)
and how the cost of implementing a
new health and safety regime will be
dealt with.
(c) Considerations for Homebuyers
and Developers
Delivery of vacant possession of
the property. Pursuant to Housing
Development (Control and Licensing)
Act 1966 (HDA 1966), housing
developers must complete their
respective
developments
and

deliver vacant possession within the
timeframe stipulated under Clause
25 of Schedule H and Clause 24 of
Schedule G. Otherwise, they will
be penalised for the delay with
liquidated assessment damages.
Looking at the legal obstacles
(i.e. as mode of issuing notice for
delivery of vacant possession and
absence of force majeure clause)
faced by the developers during the
Covid-19 situation, it is advised that the
developers get in the driver’s seat by
seeking the direction or any guideline
from the Ministry of Housing and
Local Government.
Progressive payment. So long as
progressive billing has been issued by
developers to purchasers or their end
financier, the homebuyers still have
to make payment within stipulated
time. Nevertheless, the homebuyers
may in reality face less or no
difficulties in coping with their financial
commitments as most of the financial
institutions have recently offered their
customers, including homebuyers a
six-month loan/financing deferment
programme. In addition to that, there
have also been recent adjustments
made on Overnight Policy Rate (OPR)
by Bank Negara Malaysia in favour of
loan borrowers.
Defect liability period. Likewise, due
to the legal limitations caused by the
HAD 1996, in respect of the time under
the defect liability period, it is safe to
assume that time continues to run.

Unless there is direction or regulation
issued or gazetted by the relevant
ministry, the obligations of the parties
still remain and the time frames under
Schedules G and H respectively will
be considered as continuing.
(d) Considerations for Commercial/
Retail Landlords and Tenants
Force majeure clause or doctrine
of frustration. There are various
types of force majeure clauses. The
effect of such clauses will depend
on the scope of the unforeseeable
events contemplated by the parties.
It is important to note that a force
majeure clause can only be invoked
and relied upon if it has been
expressly provided for in the tenancy
agreement. The burden of proof
lies on the party wishing to invoke
the clause. On the other hand, the
doctrine of frustration would only
apply when the performance or
further performance of a contract
has been rendered impossible or
has been indefinitely postponed in
consequence of the happening of
an event which was not and could
not have been contemplated by the
parties to the contract when they made
it. The test applicable to determine
whether an event is a frustrating event
is the radical change in the obligation
test. Such change must be more than
merely onerous or more expensive, it
must be positively unjust to hold the
parties to their bargain.
Eviction and forfeiture rights. In the
event tenants are unable to pay rent
as a result of the Covid-19 situation, the
landlords may choose to terminate
the tenancy and further pursue legal
remedies such as eviction by way of
writ of possession or forfeiture by way
of writ of distress. Should the tenant
refuse to vacate the property after
the termination notice period is up,
the landlord will be compensated in
law by requiring the tenant to pay
higher rent starting from the expiry of
the notice period until the date of the
court order.
Insolvency
of
companies
and
personal bankruptcy. The Companies
Commission of Malaysia has recently
increased the minimum threshold of
indebtedness under section 466 of the
Companies Act 2016 from the current
threshold RM10,000.00 to RM50,000.00.
Additionally, the time frame to respond
to a statutory demand will also be
increased from twenty-one (21) days

to six (6) months. These changes are
in place until 31.12.2020. However,
there are no temporary measures in
personal insolvency in light of Covid-19.
Having said that, if an individual owes
more than RM50,000.00 and is being
served with a bankruptcy notice,
he must within seven (7) days after
service of a bankruptcy notice, make
the necessary payment or satisfy the
court that he has a counterclaim,
failing which, the creditor can then
proceed to file a bankruptcy petition.
Seven days is definitely too short a
period of time, especially in such trying
times and this period should instead
equally be increased to at least three
to six months to allow an individual to
sufficiently recover financially in order
to make payment of his debts.
Re-negotiate terms with contracting
parties. Many landlords are initially
taking “hardball” positions to preserve
asset values but ultimately recognise
that they need their tenants to
successfully navigate the crisis.
Moving forward, landlords may seek
to work closely with their tenants to
get through these challenging times
in ways that benefit all parties.
(e) Considerations for Real Estate
Negotiators
Negotiation of new deal agreement.
Let it be sale and purchase agreement,
tenancy agreement or other real
estate related agreement, businesses
negotiating contracts should ensure
their “force majeure” clauses are
carefully crafted to cover the current
Covid-19 pandemic, government

ordered lock-downs or movement
controls. The clauses should also
provide for clear procedure for a party
to avail itself of any force majeure
provision. The parties’ respective rights
and remedies upon a force majeure
event should be expressly provided
for.
Stay updated on latest stamp
duty and property tax reforms. On
05 June 2020, the government of
Malaysia has reintroduced its Home
Ownership Campaign (HOC) in a
bid to revitalise the country’s property
market and provide financial relief
to home buyers. There will be stamp
duty exemption on the instruments of
transfer and loan agreement for the
purchase of residential homes priced
between RM300,000 and RM2.5 million.
The exemption on the instrument of
transfer is limited to the first RM1 million
of the home purchase price while full
stamp duty exemption is given on
loan agreement effective for sales
and purchase agreements signed
between June 1 this year and May 31,
2021, subject to at least 10 percent
discounts provided by the developer.
Further, real property gains tax (RPGT)
exemption will be made available to
all Malaysians for disposal of up to
three residential properties between
June 1, 2020 and Dec 31, 2021.
This article is written by Zuhaidi Mohd
Shahari and Charlie Ng Zheng Hui,
Partner and Vice Chair (ChinaDesk)
respectively of Messrs. Azmi &
Associates. Both authors have a focus
in the Real Estate & Project discipline
of the law firm.

Future agreements must take into consideration “force majeure” clauses that covers possibility of a
pandemic, government ordered lock-downs or movement controls, clear procedure for a party to
avail itself of any force majeure and the respective rights and remedies upon a force majeure event.
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Klang Valley Property Launches
Muted by Covid-19
There were zero launches in the second quarter of 2020, reflective of the strict Movement
Control Order (MCO) to curb the spread of the Novel Coronavirus. By Henry Butcher Research

KUALA LUMPUR

● From the 9 projects launched in the first
half of 2020, 5 projects (56%) had units with
built-up sizes exceeding 2,000 sq ft. This is
followed by the 601 to 800 sq ft, 801 to 1,000
sq ft and 1,001 to 1,200 sq ft categories
with 3 (33%) projects each contributing
to units with such built-ups. This is reflective
of the appetite for the mid-range segment
although the marginal number of projects
launched in the first half of 2020 denies a
confident summation of a market trend.
In the corresponding period of 2019, the
most popular range were the 801 to 1,000
sq ft and the above 2,000 sq ft where 25
(40%) projects contributed to such builtups.

KEPONG

1

Highrise
RM500 RM600psf

PROJECT

SETIAWANGSA

1

MONT KIARA

1

PROJECT

Highrise
RM500 RM600
psf

Highrise
RM1000 RM1300
psf

PROJECT

No. of New Launches in H1

No. of Units Launched
in New Projects

2019

2020

2019

2020

63

9

22,913

4,720

Projects

Units

Types of Projects
20

2020

2019

7 (78%) out of 9 projects had units priced
at more than RM1 million followed closely
by the RM801,000 to RM1 million range
with 5 (56%) projects. There were also 4
(44%) projects contributing to each of the
RM601,000 to RM800,000 price bracket
and the below RM600,000 range.

●

The RM501 to RM750 per sq ft category
dominated the market with 7 (78%)
projects with units sold in this price
bracket followed by the below RM500 per
sq ft category with 4 (44%) projects. This is
consistent with the first half of 2019 where
the RM501 to RM750 per sq ft range
led the market with 32 (51%) projects
followed closely by the below RM500
per sq ft range with 31 (49%) projects.
The consistency seems to correlate with
2019’s pricing preference which was
largely influenced by the HOC campaign.

Total No. of New Launches by Month
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SERVICED
RESIDENCE /
SERVICED
APARTMENT

4
2
SOHO / SOFO
SOVO / SOSO

4

3

3
2

TERRACE /
SUPER LINK

0

Jan

Feb

Mac

Apr
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Jun

SELANGOR

● In Kuala Lumpur, the 3 new projects launched in the first half of 2020
were all high rises and are located in Mont Kiara with the highest
average selling price of RM1,000 to RM1,300 per sq ft followed by
1 each in Kepong and Setiawangsa at RM500 to RM600 per sq ft.
● Selangor had a larger number of projects launched in the first half
of 2020 and came with a mix of landed and high rise projects.
Sungai Buloh’s landed homes were priced at RM700 to RM800 per
sq ft followed by the landed homes in Puchong and Setia Alam at
RM400 to RM600 per sq ft. Only Setia Alam had a high rise project
with a price point of RM800 to RM900 per sq ft.

Location
Bangi
Klang
Shah Alam

SUNGAI BULOH

1

PROJECT

Kajang
Setia Alam
Sungai Buloh
Bukit Bintang
Bukit Jalil
Cheras
Cyberjaya
Dengkil
Kota Kemuning
Puchong
Sepang
Subang Jaya
Taman Melawati
Balakong
Bandar Sri Permaisuri
Bandar Utama
Damansara Heights
Jalan Klang Lama
Jalan Kuching
Pantai Dalam
Puncak Alam
Rawang
Semenyih
Seputeh
Serendah
Seri Kembangan
Setapak
Sri Petaling
Wangsa Maju

Landed
RM700 RM800psf

SETIA ALAM

3

PROJECTS

Highrise
RM800 RM900psf
Landed
RM400 RM600psf

PUCHONG

2

PROJECT

Landed
RM400 RM600psf

4
4
4
3
3
3
2
2
2
2
2
2
2
2
2
2
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

3

Setia Alam

2

1

1

1

1

Puchong

Kepong

Mont Kiara

Setiawangsa

Sungai Buloh

2019

Unit Sizes
by Projects

Pricing
by Projects

14%

Below 600sf

0%

24%

601sf - 800sf

33%

40%

801sf - 1,000sf

33%

16%

1,001sf - 1,200sf

33%

19%

1,201sf - 1,500sf

22%

16%

1,501sf - 1,800sf

11%

14%

1,801sf - 2,000sf

22%

40%

Above 2,000sf

56%

2020

Price Per
Square Feet (PSF)

40%

Below
RM400,000

11%

49%

Below
RM500

44%

41%

RM401,000
- RM600,000

33%

51%

RM501
- RM750

78%

41%

RM601,000
- RM800,000

44%

17%

RM751
- RM1000

22%

38%

RM801,000
- RM1,000,000

56%

2%

RM1,001
- RM1,500

11%

43%

Above
RM1,000,000

78%

5%

Above
RM1,500

0%

NB: The percentages shown in the table are based on our analysis of the projects that we
surveyed but they are not computed based on the number of units within those projects. The
way to read this table is as follows eg. based on the projects that we analysed, 56% of them
included units of above 2,000 sq ft in size. It however does notJULY
mean
that 56% of all
the units
are
- SEPTEMBER
2020
HERALD
above 2,000 sq ft. Each project will probably only have very few units of above 2,000 sq ft in size.
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