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SGX review shows state of companies’ disclosures good with room
for improvement

Mainboard companies reviewed for their Code of Corporate Governance (CG Code) disclosures
scored an average 60% in an inaugural study by Singapore Exchange (SGX). Adherence to guidelines
of the CG Code can be improved and deviations should be better explained, SGX said, adding that
disclosures on “remuneration matters” were most in need of improvement.

The review of 545 companies’ CG Code disclosures was independently carried out by KPMG, which
described the state of disclosures as good with room for improvement.

The report showed that large-capitalisation companies had a slight lead over other firms in terms of
scores achieved. Large-capitalisation companies with market value of SS1 billion or more, scored an
average 66%. Mid-cap companies, or those with market value exceeding S$300 million but less than
SS1 billion, scored 62% on average. Small-cap companies had an average score of 59%.

The highest score achieved by a company in this study, which is available on a statistical no-name

basis, was 90% while the lowest was 28%. The study found 52% of companies (281 in total) scored
above 60% (with 3% of all companies scoring above 80%), 35% of companies (189 in total) scored

between 50-60% and 14% of companies (75 in total) scored below 50%.

Included in the review report are guidance on preparing good disclosures and commentary on
guidelines which need improvement. SGX intends to use the results of the study and findings on
individual companies to help improve their disclosures and overall governance standards.

“This report is aimed at making companies aware of the importance of complying with the CG Code
and providing meaningful explanations for deviations. We want to work with companies to improve
the quality of their disclosures and governance practices so that they in turn can draw more long-
term investors,” said Tan Boon Gin, Chief Regulatory Officer, SGX.

“The intent of our engagement is to make clear to the companies the purpose of each of the relevant
requirements and why improvements are important. We also want to hear about the constraints
which some companies, particularly the smaller ones, may face and how we can help,” Mr Tan
added.

“Unprecedented in breadth and scale, this disclosure study will serve as a guiding post in helping
listed companies become better corporate citizens,” said Irving Low, Head of Risk Consulting at
KPMG in Singapore.
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“While companies have made great strides in corporate governance in recent years and should be
applauded for their efforts as demonstrated by the positive trends and results, there will always be
room for improvement. Not only does this study report how our listed companies are performing,
but it also offers concrete suggestions for improvement,” Mr Low added.

The review showed that disclosures across three of the four pillars of the CG Code, namely, “Board
Matters”, “Accountability and Audit” and “Shareholder Rights and Responsibilities” had average
scores ranging from 61% to 63%. The “Remuneration Matters” pillar had an average score of 53%,
the lowest among the pillars. Many companies were reticent about the amount of remuneration paid
to directors, CEOs and key management personnel. Also lacking were details on the performance
metrics for directors and key management personnel and how performance and remuneration are
aligned.

Annual reports of companies for financial years ending from 1 July 2014 to 30 June 2015 were
reviewed. Disclosures on 85 requirements were evaluated based on whether the disclosure was
present, which would account for one-third of the score, and the quality of the disclosure if present,
which would carry two-thirds of the score. The heavier weightage awarded to the quality of
disclosures reflects the focus of this review on evaluating the overall quality of disclosures, rather
than only whether disclosures are present.

More details on the “SGX Review of Mainboard Companies’ Code of Corporate Governance
Disclosures” can be found here.
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http://sgx.com/wps/wcm/connect/1eac159d-371b-4e75-bfae-ea24ab309d39/Review-of-Mainboard-Companies-Code-of-Corporate-Governance-Disclosures-Jul16.pdf?MOD=AJPERES

About Singapore Exchange

Singapore Exchange is Asia’s leading and trusted market infrastructure, facilitating the exchange of
capital and ideas to create value for people, businesses and economies. As a multi-asset exchange
operating equity, fixed income and derivatives markets to the highest regulatory standards, SGX is a
vertically integrated business that provides listing, trading, clearing, settlement, depository and data
services.

With about 40% of listed companies and 90% of listed bonds originating outside of Singapore as well
as established linkages across the region and in Europe, SGX is Asia’s most international and
connected exchange. Offering a full suite of derivatives products across Asian equity indices,
commodities and currencies, SGX is the world’s most liquid offshore market for the benchmark
equity indices of China, India, Japan and ASEAN.

The exchange was one of the first globally to adopt the Principles for Financial Market Infrastructure,
the first and only central counterparty in the region to be fully approved by U.S. regulators as a
Derivatives Clearing Organisation and a Foreign Board of Trade, and is recognised by European Union
regulators for both securities and derivatives.

As Asia’s pioneering central counterparty, SGX is globally recognised for its risk management and
clearing capabilities. In 2015, SGX was awarded Derivatives Exchange of the Year by Asia Risk, Futures
and Options World and Global Capital as well as Central Counterparty (CCP) of the Year by Asia Risk.
In 2016, SGX was named Exchange of the Year at the global Energy Risk Awards.

Headquartered in AAA-rated Singapore, SGX has over 700 employees including offices in Beijing,
Hong Kong, London, Mumbai, Shanghai and Tokyo. For more information, please visit www.sgx.com.
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