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SGX consults on “comply or explain” sustainability reporting rules
and guide

Singapore Exchange (SGX) will be introducing sustainability reporting on a “comply or explain” basis
and is inviting public comment on the proposed rules and guide. This marks further progress from
the voluntary reporting that has been in place since 2011, and is a timely response to the growing
global interest in sustainability information.

Sustainability reporting complements financial reporting with the environmental, social and
governance (ESG) aspects of business and strategy, to give investors better insight into the
companies they invest in. This enables investors to more comprehensively assess a company’s
prospects and quality of management. The increased disclosure enhances transparency and builds
investor understanding and trust over time.

SGX’s survey of institutional investors in June 2015 found that over 90% of respondents consider ESG
factors when investing.

The “comply or explain” approach to sustainability reporting gives companies the latitude of
reporting in the way which best suits their industry and circumstances. In the reports, companies
describe what they do to manage material ESG risks and business opportunities.

In its consultation, SGX is seeking comments on several proposals. Specifically, issuers will have to
include 5 primary components in a sustainability report, as follows:

a. ldentification of material ESG factors, giving reasons for their choice and a description of the
process of selection.

b. Policies, practices and performance of the company in relation to each of the material ESG
factors, in both descriptive and quantitative terms. Performance should be discussed in the
context of any previously disclosed targets.

c. Targets for the forthcoming year.

d. A chosen reporting framework to guide the disclosure of relevant information on the ESG
factors. Using an internationally recognised or industry-relevant framework enhances
acceptance and comparability.

e. A statement of the board confirming compliance with the primary components or
description of any alternative practices with reasons for preferring them.

SGX is also consulting on the following:
a. That companies report only material ESG factors.
b. That reports be published within 5 months from the end of each financial year.
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c. Whether anti-corruption and diversity aspects, which are receiving global attention, should
be included as a primary component in a sustainability report.
d. The roles and responsibilities assigned to the Board with regards to sustainability reporting.

Loh Boon Chye, CEO of SGX, said, “Sustainability reporting builds on transparency and governance for
which Singapore is internationally recognised. It addresses investor demand for quality returns and
gives companies the opportunity to differentiate themselves. We appreciate the input from
companies and investors in earlier surveys and have incorporated many of these into our draft Guide.
We look forward to working with industry partners to ensure all companies are catered for as they
develop sustainability reporting capabilities.”

SGX expects the new rules and guide on sustainability reporting to apply to companies from the
financial year ending on, or after 31 December 2017, with reports published from 2018.

This public consultation is open until 5 February 2016 and is available in both English and Chinese at
www.SGX.com. Responses to the consultation can be sent to SGX via the following means:

Email Sustainability.reporting@sgx.com

Mail Singapore Exchange
11 North Buona Vista Drive
#06-07 The Metropolis Tower 2
Singapore 138589
Attention: Yeo Lian Sim/Richard Ooi/Michael Tang

-End-
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About Singapore Exchange (SGX)

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.

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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