)

%

NUS NUS

Mational University BUSIMNESS
of Sngapore SCHOOL

Headline: Good corp governance starts from top: RSME
Source: The Business Times
Date: 5 August 2011

Good corp governance
starts from top: RSME

By KELLY TAY

GOOD corporate govern-
ance practices should nev-
er be seen as an additional
compliance cost. In fact,
high standards of ethics are
especially crucial amid an
unfavourable economic out-
look, said governance, risk
and consulting firm RSM
Ethos (RSME) yesterday.
RSME senior director
Tan Boon Yen said compa-
nies able to address key
risks early and effectively
have a higher chance of
weathering adverse eco-
nomic conditions since
shareholder and investor
confidence would be saved.
And RSME chairman
Chris Liew Peng Fook said:
“From our observations,
most local companies view
the internal audit function
as a necessary evil and
some try to get by with just
doing the minimum.”
RSME stressed that it is
precisely this mindset that

needs to change — starting
with directives from top
management — if Singapore
companies are to improve
their standing on the Gov-
ernance and Transparency
Index (GTI). To do so, Ms
Tan said companies should
have an effective internal
audit function, which
would be able to assess the
effectiveness of risk man-
agement policies and inter-
nal control frameworks.
Other measures to pro-
mote good corporate gov-
ernance practices include
the institution of a whis-
tle-blowing policy, and the
establishment of a nomina-
tion process to facilitate the
appointment of an effective
and independent board.
RSME is the merged enti-
ty bétween the corporate
risk advisory division of the
Chio Lim Stone Forest
Group and Ethos Advisory
Pte Ltd, whose merger was
announced yesterday. Its
headcount stands at 35.
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SingTel still leads transparency pack

By LAWRENCE LOH
ING‘I‘EL mnﬂnuu 10 lead the Governance

Index (GT1) as the ranking
ird yoar. Singapore Ex-
place, with two compa-
nles from the Group, Keppel Corpora-
tion and Keppel Land, coming in at joint
third, SATS wra,

movvs into its
change is in

are cloarly not disclosed for all directors, no points are gi-
ven, For example, that state “Director A is a di-
rector of several listed companios including . . .* will now

not get any points compared to 4 company that states “Di-
roctor A is also a director of listed company A, B and C.”
b) Disclosure of risks: Previously, points were gmm for
camp-nlu nu\ disclosed only financial risks and the
these risks. From this fssue on-

ps up the 1op
Conducted jointly by NUS Business
School’s Centre for Governance, Institutions and

tlons (CGIO) and The Business Times, tho GT1 is spon-
sored by CPA Australia u:; supported by the Investment

wards, onlymmpnnlulhlldksclonmborrisks.smhu
operational rkb. wﬂ! bo yvun points.

< fficer and/or manag-

Ing director not boing suMm to re-plection: Companios
thay state all directors are 1o retircoment by rota-

1 this ssue, 657 companies that relessed thoir annual tion and re-eloction will now bo further analysed to sec if
xqmmzolo h.\vhomln (with th lon of  the last loction date of the executive directors have
nds for which the - boen disclosed. We have identified several compandes that

nn—oﬂwuexlmdodm.hn 3l ZOIIL in addition, three

mm&l: mmu&?wdﬁmw
qualified a mgulaw‘ ns and roviews
ﬂ:’ummb”("d" auditors have mur scores upda-

of thelr scores. This fssue of GTI oxdnd

disclose that all directors are subject to ro-oloction, but -)

the last re-election date of all directors have beon dis-

that disclose the nxmes of the top five executives separate-

Iy from thelr roemuneration bands, 5o it is not possible to

identify which executive falls into which band.

c) l‘mpmln dungu in the dnlgmdon of d.ircc-
directors t

mn«ocnﬂvo dlncwn or executive du«:ort. whlk the
remains
d) G whl:h had ed options to

of key For exam-
plv the Appolmmtnl announcement would stato as “An-
of financial ¢ and

the cessation would state

of cessation of chief financial officer™ while both refer to
the appointment and cessation of the same person. There
ls m nlhur information pnwmd elsewhere to indicate
regarding the same person.

indopendent directors now do so. There are nhn some
that grant options only to non. ivo directors.
©) While most reduced the
shares that can be issucd on a non-pro rata basis, wedhd
mam.mﬂtﬂymﬂhutnmuadlhh
tage, hence leading: mmmobunmpolnulth:dbom
allocated In the previous fssue.

# Other observatlons

Jection at 1

closed nxcopl for the chle( er,
will now
have Ihrw points doduuld

irector. Such

which have a secondary listing on the Shnlpore Ex-
it trusts, business

*

a) (‘nmplnlu which previously provided a dotalled defini-
tion of Indmnd«nm have now provided less detail
b) C disclosed

dungen'::edmnns d newly listed A
ant

defined as com; mnm.dnzolw:zou -nd
wmpnnmv.lut in 2009 but have not had a full finan-

cial yoar after listing by the Deo 31, 2010, cut-off date.

Key findings

SingTel, with its consistent all-round excellence in

Tate governance practices, leads the index for |he third
yoar in a row, obtaining a total score of 109 poim; whilo
SGX is second with 101 points. Koppel Corp and

are Joint third at 91 points, and SATS at No 5 mh 88,

Kopland

lhnwnosnltho!r

muncmammsmdonoldom ‘There are also those  panies that differentiate

How sconng is done

Two of the top five have

in their disclosure grudm KepLand (whlch lmpmmd

its overall score by 23 paints) has
of

for hs
uﬂw dlmlom definition of mdmndenw. limits on ten-
dij on compli-

lnen wnh the Code of(:crporaln Governance. It also
moved ahead in terms of disclosure
used in board and director appraisal. SATS {which saw an
Increaso of 14 points) now has a separate board-jevel risk
committeo and has set term lmits for its non-executive di-
rectors. It has also reduced the percontage of shares that
can be fssued on a non-pro rata basis from 10 per cent to
5 per cent.

On an overall basis, it appears that the state of govern:
ance practices among listed companies remains largoly
unchanged from proviously, The average GT1 score is 31,

compared to 33 last year. While a few companies have §

significant improvements, the vast mjoﬂgwmms
1o follow only minimum standards required by Codo
(only 8 per cent received score of 50 points or more).

As In previous issues, some companies have a signifi-
cant increaso or docreaso in their scores. The main rea-
sans for an increase in the scares are as lonw't

in disclosure

* : Some

now provide information about the courses -uandcd by
their directors during the year. There are also companies
that provided umu\!mmuonou howmvymmeln

tion summs on tho compuy s eompl.llnm with the
Codé. A new bonus itom was also introduced in this issue,
in that companies that disclose their directors have to
seck board approval before trading in the company's
shares would recolve three points. Some companies have
disclosed such practices in their annual reports.

# Improvements in governance practices:

a) Companies are penalised if they have more than one

long tonure or busy director, Ov« tha past year, some
Vo soon of long

tenure or busy directors.

b) Some companies that were issued qualified audit opin-

lonslnpmwyunhnwlmpm«lmdlh -

tions have been rei

t)bomemmp..nkvsm hnuuhnnmborol‘d.lre:wnhlp

mm of the oo mw::y !
t wmpu\yw ur
in investor Some firms that did

nntnp}ytooutqmu reviously have now done so.
m-somfnrlhndmm in scores are:
QM

AN C

panies
do not dlsclme ln!omnum on date of appointment, date
of! qualifi-

cations of all, oru majority, of its directors will now get
two points deducted.

b) Attendance of board chalrman and/or in dent di-
rectors at board and committee meetings: points
are deducted if one director has low attendance at meet-
Inp Five points are deducted if multiple directors have

c)lnmtornhnmulnuu ‘Threo points are deducted for
Issues such as errors in the annual report, exrors in an-
nouncemonts that are not rectified immediately, and
shareholder approval not obtained for certaln reso-
lutions at the annual general meeting,

» Stricter
a) Disclosure of directorships: If the present directorships
held and directorships held for the preceding three years

es

re regarding the criteria T

tlmmm \\‘hﬂ-lhemnon announcements do not in-

ed Issues, directors withdraw-
Lnglrmhdngn—elemulheAGMmMnudﬂ-g
that the director has some concerns regarding the compa-
ny. Some companies also do not release & separate cessa-
tion announcemen!
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c) \on-dbdmun of lntommnn There wero two compa-
nies that appointed a director who had faced tory
action. While one disclosed detailod information the
mgul-lorylalun the other stated only that the director

faced regulatory action. The latter company has been
pmnlksodbolh{ofu ting a director who has faced
regulatory action and for non-disclosure of sufficient infor-
mation regarding the regulatory action.

In general, it can be noted that companies still have sig-
nificant room for improvement in their governance prac-
tices. Companies are encouraged to use a self-assessment
checklist to idontlfy areas where they can improve on.
This chocklist and mrdmkmnmhhh at the CGIO
wobsite: kttpo//bschool, nus, edu sg/CGIO.

The rnﬂer is associate professor at Me Department o/
Strategy and Policy, NUS Business School, and is
affiliated to the school’s Centre for Governance,
Institations and Organt.nllovu
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Remuneration matters
G findings on pay of directors and key executives

B Exact remuneration
(% W Bands of $250k with upper limit
100

¥ &8 8

o

83%
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~ 0%
5% 7% 2%
Non-Executive
Directors
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Executives
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Firms still hide
more than they

tell: GTI

By JAMIE LEE
[SINGAPORE] Most Singa-
pore-listed companies do
just the bare minimum,
when it comes to corporate
governance disclosure prac-
ticos, findings from this
year's governance and
transparency index (GTD
ranking showed.

Just 8 per cent of the

study

The last on the GT1 ks Fi-
brechem Technologies - an
S-chip hit by an accounting
scandal and suspended
from trading - which got a
nogative 16

Companies can get a
maximum of 100 points for
their base score that is de-
rived from questions touch-
Ing on four nreas: board

660 assessed
scored 50 or more out of &
maximum 143 points. the
study by the Centre for Gov-
ornance, Institutions and
Organizations of NUS Busi-
ness School showed. Last
year’s number was worse -
then, 6 per cent had at least
50 points,

The findings Invited
somoe criticism from David
Gerald, president of the So-
curities Investors Assocla-
tion (Singapore).

“When God created Ad-
am, he expected him to do
the right thing.” said Mr
Gerald at a corporate gov-
ernance panel yosterday.
“And Adam s still doing
the wrong thing.”

Lee Suet Fern, manag-
Ing partner of Stamford
Law, also pointed out that
having an non-mandatory
Codo may not be good
enough

“If you take Adam Smith
and the invisible hand, the
invisible hand needs to be
rapped on the knuckles.
Sometimes guidance is in-
sufficient, we need to give
the Code teeth.”

Singapore Telecommuni-
cations topped the list for
the third time running with
a score of 109 polnts.

SingTel has begun study-
ing sustainability issues
and recently published its
socond annual sustainabili-
1y report.

The Singapore Ex-
change moved up one
notch to second spot with
101 points, while Keppel
Corporation and Keppel
Land tied at third with 91
points. Keppel Corp stood
at fourth place last year
and its subsidiary jumped
from 13th in 2010.

Keppel Land improved
Its disclosure on its frame-
work of romuneration for
its non-executive directors,
and its definition of inde-
pendence. sald Lawrence
Loh from the department of
stratogy and policy. NUS
Business School, and head
of this year's research

Of the 30 index stocks,
Just 17 were among the top
30 in the GTI, which
ranked the 660 companies
based on their annual re-
POFLs, COMpany ARNOUNCe-
ments, and information
from the firms themselves.

matters, ac
countability and audit, as
woll as ransparency and in-
vestor relations. Scores on
board Issues make up the
biggest part of the total fig-
ure with 35 points.

There are bonus points
on offer for going beyond
the requirements of the
Code,

“This year’s GTI ranking
showed just 20 per cont of
these companies disclosing
how they selectod and ap-
pointed new directors,
though this was up from 16
per cont last year.

Most companies still dis-
close the salary of their di-
roctors and key executives
in bands of $250,000.

Those who reveal the ex-
act salary of theso koy indi
viduals make up 5 per cent
of the group.

While same say staff can
be poached If exact salaries
are revealed, Chor Khee
Yang, SingTel's group chief
internal auditor, noted that
without proper disclosure,
it would be difficult for
sharoholders to draw a
clear link between compen-
sation and performance.

Ms Loo argued that diroc
tors” fees — which are sub
Ject to the shareholders
vote - are under an impro
portionate amount of seruth
ny when compared to the fo-
cus on executive pay.

“So we're voting over
poanuts, and wo're strug-
gling to get disclosure
where the real sharehold-
ors’ money is spent.”

There were some saving
graces from this year's
ranking. For example, 78
per cent of the companies
have an audit committoo
chairman with accounting
or finance background.

Three in four firms also
have a whistleblowing poli
cy. though only 5 per cent
of these have allowed anon
ymous reporting.

The GT1 ranking is in its
third year now, and is dono
in partnership with The
Basiness Times, sponsored
by CPA Australia and sup-
ported by the Investment
Management Association of
Singapore.
= SingTel still leads
transparency pack,
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Headline: Poor governance: finding the underlying causes
Source: The Business Times

Date: 13 July 2011

Governance and Transparency Index 2011

- the Bottom 20

COMPANY NAME ADJUSWENY OV
S(ME (201 l) (2010) (NW)

533‘ SUN EAST GROUP LTD
CHINA GREAT LAND HOLDINGS LTD
642 INFINIO GROUP LTD
642 LINDETEVES-JACOBERG LTD
642 WESTECH ELECTRONICS LTD
646 | BIO-TREAT TECHNOLOGY LTD
646  REYPHON AGRICEUTICAL LTD
648 | APOILINTLLTD
648 | PROGEN HOLDINGS LTD
650  HG METAL MFG LTD 2
650 | SINO-ENVIRONMENT TECH GROUP LTD
652 ORIENTAL CENTURY LTD
653 | CHINASING INVESTMENT HOLDINGS LTD
653 E3HOLDINGS LTD
655 | FALMACLID
655 | NELGROUPUID
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Poor governance: finding
the underlying causes

THE worst performers in this year's Gov-
ernance and Transparency Index (GTI)
have also been plagued by serious — and in
some cases, debilitating - financial losses.

Just under half of the bottom 20 were
S-chips. with accounting scandal-ridden Fi-
brechem Technologies Ltd rounding up
the list.

While popular belief may point to a cor-
relation and even causality between the
companies’ abysmal corporate govern-
ance rankings and financial woes, Law-
rence Loh, the lead researcher behind the
GTI, cautioned against' a simple
cause-and-effect analysis of the results.

“Empirical evidence suggests that it's
much more complex than this,” said Profes-
sor Loh, who is associate professor at the
Department of Strategy and Policy, NUS
Business School.

“Personally, | believe that having good
corporate governance may not necessarily
translate into a good financial perform-
ance. But a company with poor corporate
governance will have a higher risk of see-
ing a poor financial performance,” he said.

In fact, Prof Loh stressed the need to dig
beneath such external manifestations of
problems, as shoddy governance and lack-
lustre financial results may actually be
symptoms of a “more serious and larger
underlying disease”, such as poor leader-
ship and dishonesty.

Among the bottom few is New Lakeside

Holdings - which was ranked 657 out of
660 companies. The company has seen
poor internal controls and accounting-re-
lated issues,

“Companies that haven't been perform-
ing well are often less willing to communi-
cate this to shareholders. In fact, it is usual-
ly due to a poor financial performance that
companies aren’t upfront and transpar-
ent,” said Mun Cheong Fai, general manag-
er of CPA Australia in Singapore, CPA Aus-
tralia sponsored the study.

And the attempts to obfuscate and con-
ceal are plenty.

Professor Loh shared - "in no order of
dismerit” - that the GTI's worst perform-
ers had annual reports and key financial in-
formation missing from their websites;
were tardy about disclosing the remunera-
tion of directors and senior management;
and failed to declare potential risks and
risk management frameworks.

“Some companies even retained direc-
tors who were subject to regulatory action
- this is very very serious,” he said.

On what this year's worst performers
can do to improve, Prof Loh said that while
there is “no silver bullet solution, it is not
rocket science”.

“The list of requirements and guide-
lines is there. One only needs the basic and
sincere intention to improve a company's
corporate governance and transparency
standards,” he said.

CGIO
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Size doesn't matter In corporate governance

3 firms with market
cap of under $300m
join list of top 20

in latest GTI ranking

Reports by KELLY TAY

usual big players top the
list, but three smaller com-
panies with market capitali-
sation below $300 million
held their own, t00.

Qian Hu Corporation
Ltd, ASL Marine Holdings
Itd, and Micro-Mechanics

THIS year's Governance (Holdings) Ltd ranked Sth,
and Transparency Index 12th, and 20th respectively
(GT1) may have seen the - debunking the myth that

smaller companies have
neither the time nor the re-
sources 1o achieve excel-
lence in corporate gover-
nance,

“Size is not the most cri-
tical determining factor in
good corporate governance
and transparency. Instead,
it is a company's leader-
ship and culture (hat sets

the tone,” said Lawrence
Loh, associate professor at
the Department of Strategy
and Policy, NUS Business
School, and the researcher
behind the GTI.

Jointly published hy the
Centre for Governance, In-
stitutions and Organiza-
tions (CGIO) of the NUS
Business School and The

Business Times, the index
assessed 660 companies
based on their annual re-
ports, company announce-
ments, and information
from the firms themselves.

Prof Loh stressed that
smaller companies have
the same chance of doing
well on the index, since as-
sessment criteria such as re-

CGIO
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muneration, audit; and
hoard practices are inde-
pendent of a company's
size.

lndeed, Qian Hu is no
stranger to the GT1 top 20,
despite the fact that its mar-
ket capitalisation is only
0.1 per cent the size of Sin-
gapore Telecommunica-
tions Ltd (SingTel), which
topped the G

According to Bloom-
berg, Qian Hu's market cap-
italisation is $45.9 million,
while SingTel's is $50.4 bil-
lion.

In addition, Prof Loh
stressed that corporate gov-
ernance and transparency
are important for all compa-
nies, but perhaps even
more so for smaller ones -

precisely because of their
size.

“Smaller companies are
often more focused on per-
formance rather than con-
formance, but that needs to
change,” said Prof Loh,
pointing out that good gov-
ernance can boost investor
confidence, help with
brand-building, and give
companies access to new
sources of capital - a boon
to smaller companies look-
ing to grow.

On what set the three
smaller players apart {rom
their ~ counterparts,
Prof Loh noted four com-
mon threads: “Committees
were [ully independent;
risks and plans to manage
them were openly dis-

closed; whistle-blowing pol-
icies were sound; and their
websites and investor rela-
tions were well-run,”

He also highlighted ASL
Marine's adoption of a high-
er test of independence 1o
include independence from
major shareholders, be-
vond just independence
from management.

On the company's 20th
position, chief financial of-
ficer and executive director
of Micro-Mechanics Chow
Kam Wing said: “I don’t
think we've done a particu-
larly good job - having
good corporate governance
and being transparent is a
fundamental and basic
thing, and a given for any
listed company.”
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Vital to boost investor confidence

THERE'S a delicate balancing act involved when trying
to develop a market on the one hand while protecting
the interests of investors on the other. Impose too much
regulation and companies and investors could respond
by taking their business elsewhere, but not having
enough safeguards in place could be equally damaging
as confidence is lost.

The local regulatory regime is founded on disclosure
and market-driven discipline. This approach has its
merits but it should ideally be balanced with equal effort
directed at protecting investors’ interests and ensuring a
level playing field for participants of all sizes. Recent
developments suggest this should be a priority among
regulators.

For example, the results of a governance and trans-
parency study by the NUS Business School announced
this week showed that only 8 per cent of 660 companies
scored 50 or more points out of a possible 143.

This preference to “hide more than they tell” among
the majority is dismaying and lends even greater weight

to recent calls to make adherence to the Code of Corpo-
rate Governance mandatory, together with hefty penal-
ties for non-compliance. The faster this is done, the bet-
ter it would be for investor confidence.
Another area that needs to be resolved is shareholder
compensation during the mandatory delisting of compa-
nies that fail to meet Singapore Ex-
EDITOR' Al. change’s (SGX) continuing listing re-
quirements, Minority shareholders

quite rightly are upset that al-

though the rules state that a reason-
able exit offer has to be made, the exchange lacks the
teeth to enforce the rule. So when SGX forcibly delists a
company, shareholders usually receive nothing.

In its defence, SGX last week pointed out that many
companies it had to delist had negative equity and were
probably not in a position to pay off shareholders. It has
also said it lacks the legal authority to force a company to
liquidate its assets. However, given that there are about
20 stocks currently suspended, including several
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“S-chips” or China stocks, all of which could well fail the
continuing listing requirements, this is an impasse
which the authorities must quickly resolve. Otherwise,
thousands of retail investors could suffer.

A third area is manipulation, either of individual
stocks or the Straits Times Index, a subject that takes on
great urgency as high-speed computer trading grows in
significance.

On May 31, for example, shares of property firm SC
Global crashed some 30 per cent in the final seconds of
trading, a puzzling fall that until today has not been ex-
plained. Similarly, sharp rises in the index are a com-
mon occurrence at the end of significant reporting peri-
ods such as June 30 and Dec 31. Such events are invaria-
bly brushed off as “window dressing”, as if pinning this
description on what is actually manipulation makes such
activity acceptable. It should not. Such odd movements
must be promptly scrutinised and the market kept
abreast of official findings. This will both boost investor
confidence and strengthen the credibility of regulators.
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Call to keep
pace with global
governance

DPM Teo says govt
committed to
strong framework

By LYNETTE KHOO

[SINGAPORE] Singapore’s
corporate  governance
framework and practices
should keep pace with Inter-
national developments and
the government is commit-
ted o putting in place a
strong framowork, Deputy
Prime Minister Too Cheo
Hean sald yostorday.

This will ensure that Sin-
gapore continues to be
woll-rogarded as o jurisdic-
tion with a sound corporate
governancoe environment,

“Our regulators will also
need to bo cognisant of
omorging issues and collab-
orate more closely with
their foreign countorparts
10 address cross-cutting is-
sues,” Mr Too sald.

“For example, onsuring
consistency in audit quality
across jurisdictional bound-
arles s o growing kssue that
roquires a coordinated re-
sponse.”

Mr Teo, who Is also Coor-
dinating Minister for Na-
tional Security and Minister
for Home Affairs, did not
dwuell on specifics. But the
spate of accounting scan-
dals among Chinose listings
in Singapore and the US
have stoked investors” call
for greater scrutiny of au-
dits for Chinese companies
and cross-border regulato-
ry collaboration.

Spoaking at the Singa-
pore Corporate Awards ga-
la dinner yesterday, Mr Teo
noted that Singapore has at-

tractod companies from var-
lous countries and Indus-
tries to its capital markots,

While the diversity of list-
ed companies adds
strength and dopth to capi-
tal markots, It also moeans
“varying business practic-
es, and corporate govern-
ance standards across coms
panies”.

The key challongo is 10
sncourage listed compa-
nles to adopt higher stand-
ards of corporate govern-
ance and raise the bar for
all companiesin Singapore,
he said, This has to be tack-
lodd at two levels ~ the com-
pany levol and the regulato-
ry level.

Urging companies to
make a stronger commit-
mont 10 Meel COrporate gov-
ernance standards in sub-
stance and in form, Mr Teo
notod that there Is much
room for improvemont, cit-
ing the latest Governance
and Transparency Index
(GTI).

The GT1 released by the
NUS Centro for Govern-
ance, lonstitutions and Or-
ganisations Iast weok
showed that a majonty of
657 companios reviewed
have adoptoed only the mini-
mum standards specifiod in
the Code of Corporate Goy-
ornance.

But three smaller compa-
nies with a market cap be-
low S$300 million have
made their way to the top
20 in this year's GTI, Mr
Too sald, "There should bo
no excuse from other listed
companies to be up to
spoed in thelr corporato
governance practices.”

At the regulatory level,

Source: The Business Times
Date: 22 July 2011

Mr Teo told his audlence
that the government has al-
ready sot in motion the
wheels of change.

The Corporate Govern-
ance Council has recently
reviewsd the Code of Corpo-
rate Governance while a
fundamental roview of the
Companies Act has recently
concluded,

Efforts to reform regula-
tions and codes of corpo-
rate governance have also
taken place olsowhere. In
the UK, the Companies Act
has been re-written in
2006 while Hong Kong Is re-
writing its Companioes Ordi-
nance, Both the UK and
Australia have updated
thelr corporate governance
codes last year,
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ATRUR UL
Mr Teo: Key challenge is to encourage listed firms to
adopt higher standards and raise the bar for all firms

Singapore peeds to keep
a close watch on Intorna-
tonal developments as it re-
fines its logisiation and boest
practices, Mr Teo sald.

While there have been
calls 10 make compliance
with the Code of Corporate
Governance mandatory, Mr
Teo oxtlnlnod that Singa-
pore takes a calibratod ap-
proach = to balance the
neod for a regulatory frame-
work that Inspires inves-
tors confidence and not im-
pose undue compliance
cost on businesses,

*As tho revised Codo has
pm‘fosed more stringent
guldelines in many aroas, |
would Hke 1o seo our listod
companies intensify their ef-
forts to match the higher
standards.®
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uilding long-term
Investor perception

Winners of Best Investor Relations avoid pitfalls of short-termism, says LYNETTE kHOO

WHILE good investor relations
may translate to better stock valua-
tions, this does not seem to bother
companies that lead the pack in
good investor relations (IR) practic-
es.

Instead of focusing on one sin-
gle indicator subject to the vagar-
ies of market conditions, these com-
panies have avoided the pitfall of
short-termism and instead, fo-
cused on building positive
long-term investors’ perception.

This involves the hard work of
consistent, timely, and fair disclo-
sures, being accessible and engag-
ing all stakeholders through vari-
ous channels.

“Key performance indicators
(KPI) for any IR team should be
based on the timeliness and con-
sistency of reporting of key issues
raised by investors and analysts,
how the team helps investors
make better decisions and also
how they present the company to
potential investors,” says Singa-
pore Airlines (SIA) divisional
vice-president for finance, Chia
Siok Hua.

Stock price performance may
not be an accurate indicator, as the
overall performance of the busi-
ness and industry outlook often
have greater impact on stock pric-
es, she adds.

Broader KPIs

SIA, which won Gold for Best Inves-
tor Relations in the large-cap cate-
gory, exemplified the need to com-
municate even adverse informa-
tion when it released in 2010 an an-
nouncement estimating the finan-
cial impact of the flight disruptions
due to the Iceland volcano erup-
tion.

In a move to enhance transpar-
ency, it has started to include Silk-
Air’s operating statistics in its
monthly operating traffic release
to the public since July.

In the past, only SIA Cargo and
SIA operating statistics were availa-

“ble to the public.

Micro-Mechanics executive di-
rector Chow Kam Wing also notes
that “it may not be meaningful to
just use share price as a single ba-
rometer of the quality of a compa-
ny's IR".

“In fact, there are many pitfalls
that could occur when share price
performance is considered the
most important KPI for IR, such as
short-termism, creative account-
ing, selective disclosure and even
concealment of negative develop-
ments in the company,” Mr Chow
says.

Micro-Mechanics, which
clinched Silver for Best Investor Re-
lations under the small-cap catego-
ry, believes that investors’ percep-
tion of the company is a useful
gauge of the effectiveness of its
communications.

It also considers independent
endorsement from third parties,
such as the Governance and Trans-
parency Index (GTI) score com-
piled by the Centre for Govern-
ance, Institutions and Organisa-
tions at the NUS Business School.
Micro-Mechanics’ GTI score has
improved to 68 this year from 58
previously.

Del Monte, Gold winner for Best
Investor Relations in the mid-cap
category, considers a broad range
of KPIs, including investor interest
as reflected in the number of meet-
ings requested, invitations to bro-
kers’ conferences and forums and
analyst coverage.

“At the end of the day, a compa-
ny needs to focus on its business
and generate profits and share-
holder value. Once it has achieved
this, the share price performance
should follow,” says Del Monte
chief financial officer Ignacio Sis-
on.

Like Del Monte, two other for-
eign issuers — STX OSV and Merca-
tor Lines (Singapore) managed to
clinch Best Investor Relations
Award this year, demonstrating
that having overseas operations
and management does not hinder
them from being accessible to
shareholders.

Reaching out

STX OSV, Merit winner for the cate-
gory of first-year listed companies,
says it tries to bridge the distance
with frequent non-deal roadshows
and “"Corporate Access” days to
reach out to institutional investors.

“Following Q1 2011 results an-
nouncement, we have visited Kua-
la Lumpur, Singapore, Hong Kong,
London, Paris and New York in
this respect,” says senior vice-pres-
ident for investor relations, Holger
Dilling.

“We are also planning a retail in-
vestment talk in Singapore at the
end of July,” he adds.

For CapitaLand, Silver winner
for Best Investor Relations among
large-cap companies, it has also
been holding retail investor day to
proactively engage retail investors
and debt investor forum to directly
engage fixed-income investors,
says senior vice-president for IR,
Harold Woo.

Technology has certainly en-
hanced companies’ accessibility to
investors.

It has also allowed companies
to widen their reach and ensure
fairness in disclosures.

“Timely and regular website up-
dates, automatic e-mail alerts to
registered investors, video confer-
ence and conference calls with in-
vestors from different geographies
are some of the tools which are fre-
quently used for IR functions,” says
Girish Agarwal, vice-president for
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strategy at Mercator Lines (Singa-
pore), which clinched Silver in the
mid-cap category.

Some companies like SIA, Mi-
cro-Mechanics, Qian Hu and Singa-
pore Press Holdings (SPH) have
been making presentation materi-
als used at quarterly results brief-
ings and Q&A sessions with man-
agement available on their compa-
ny websites.

Micro-Mechanics, Qian Hu and
SPH have also started to post min-
utes of their annual general meet-
ings (AGMs) on company websites
so that shareholders who missed
the AGMs can refer to them.

Mr Chow of Micro-Mechanics
notes that being comprehensive in
offering information to investors
helps the group avoid selective dis-
closure during meetings with ana-
lysts and fund managers.

Qian Hu, a repeat winner for
Best Investor Relations Award,
won Gold this year under the
small-cap category while SPH land-
ed a Bronze under the large-cap
category.

“SPH sees IR as a two-way tool,
and seeks feedback from inves-
tors,” says SPH chief financial offic-
er Tony Mallek. “Insights garnered
from them are taken seriously and
where appropriate and applicable,
action follows.”

The IR team at SPH monitors its
corporate governance practices by
benchmarking against peers and
best practices set out by the GTI,
and tracks analyst views and share-
holding trends to assess its IR ef-
forts.

“Good IR practices foster better
stakeholder relations, strengthen
corporate governance and go be-
yond mandatory rules and regula-
tions to engage and provide the in-
vestment community with the ac-
cess to corporate information in a
non-selective manner,” Mr Mallek
says.
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Corporate governance:
Firms ‘can do more’

Most companies do bare
minimum to meet govt
guidelines, says study

1 By Joasse Lex

A SMALL percentage of companies male
significant improvementy o corporate
governance last year, but most just oid
the bure minimum fo meet povernmest
suidelines.

The findiags of 2 new study of 657 Sis-
gapore commpanies showed 2 general ac-
ceptance of the Code of Corporate Gor-
ernance, with the big players being expe-
clally attentive.

Companies were awarded a madiman
of 35 points for board matters, 20 for re-
museration 30 for accountability and au-
dit, and 25 for transparency and fvester
relatkns,

After adpuatments for botises ot peraal-

ties, the overall Governance and Transpar-
ency Index is caleulated with 2 maximum
of jost over 100.

SlagTel topped the It for the third
year in A tow,

Making up the rest of the top five were
the Singapote Exchange, Neppel Corp,
Keppel Land and Sats,

The research was conducted by Assoct~
ate Professor Lawrence Loh of the depart~
men! of strategy and poicy at the Nation~
al University of Singaspote (NUS) Busi-
ness School.

“Although most of the companies we
studied langely fulfilied the Code of
Corporate Governance, indicating good
governance standards, thete is stlll room
for impeovemnent heyond the code,” he
said.

Despite the high scotes of the top pet-
formers, only 8 per cent of the companies
soted 50 points or mxte - a rise from
© per ornl Lt yrar,

The avetage total score of compaties

dropped from 33 points to 31

Prof Loh cutlined the factors be s+
sessed,

“Fou instssce, most companies still
continue 1o disclose the remuneration of
their ditectors and key executives in
bands of $250,000 rather than in the pre-
cise smounts,” he sakl.

*In fact, 19 per cent of these e did
not even specifly an upper limit to the
top salary band for their executive drec+
tor.

*In vhew of the proposed changes to
the code, we hope frms will use the Gov-
ermance and Tratsparency Index fo bench-
mark themselives and further it the level
of corporate governance in Singapre,”

The stody was poblithed by the NUS
Buniness School and The Business Times
and presented at the Chartered Pubiic Ac-
countast Forum yesterday,

Daring the panel discussion that fol-
Jowed, Mrs Loe Suct Fern, senthor daecton
of Standord Law Corporation, pointed
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B TOP-RANKED COMPANIES

Company SnltoDec  JanltoDec uaine
[ Rplines | BaleDel - o thek eectan.
e~ =3 i T Only then can they
Singapore Exchasge 2 3 engage In propes
KeppelCorporatin | 3 | 4 debate with mun-
Keppel Land 3 1 ageisent ‘on risks
SATS S | 9 that the compny
SMRT Corp 5 2 fooes.”
Fraser & Neave | 7| Netavalabe Mr Devid Ger-
Qian Hu Corporation s " ad, president  of
DBS Group Holdings l 9 ' " the Secatities In-
WBL Corporation w 9 ot v atabie vestors  Awsocia-
Sembcorplindunties | U | T ton of Shagporty
ASL Marine Holdngs 2 5 gave 3 keynote
SegaporeAiios | 12 | S WOk K. Thw -
Sembcorp Marine u v tum, fn which he
Singapore PressMoldings = 14 | 5 called for mare of-
SIA Engineering 16 ! 2 fective bitesisal au-
Keppel TAT ===y (“' farctions in
SingPost v 7
ComtortDelgro [ B He aded et
0cee 20 6 the association will
e S e g
L] = ~ annual Investors
Sowce NS Buiess Stont A CPA Moo (Cholce Awards in
sounecs  October; for inter-
val aolit excel-
Jence.
out that 3 company’s board Is Enportant x
e L L
“Ditectors need to know the industry  Gevernumce and enhance investors’ confi-

wand the sk that the company s dealing  dence in listed companion”, be sald.
with,” she said. 1 joanneitsph com 1y
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A toothless code 1s
better than no bark

The voluntary Corporate
Governance Code can

still help raise awareness

B By Yaswse Yanya

OMPANIES here will underpo
changes in the coming months,
with swesping amendments ex-
pected fo the Companies Act,
The proposed changes have
recetved positive respotises from the cor-
potate workd < from company directots,
Lawyers sod accountants,

While this fs 2 wide-ranging review,
covering areas from director duties and
shateholder rights to redefining setfom
frand, changes to the voluntary Corpor
rate Governance Code (CGC) have attracts
od theit fair share of debate too,

This code comprises a list of recom-
mendationy to Singapote-listed campa-
nies on bsues from transparency, -
countabllity, disclosute of top execotives'
pay and board componition, 10 how & coms
pany should communicate with its share
holders

Unlike the Companies Act, which &
law, the CGC s not mandatory, Cotipa-
mies can either comply with the code o
explain in thelr annual reports why they
have decided not to,

This is the point of most contention,
Several experts on corporate governance
have called for the CGC to be given more
feeth, They think that this may be one
wity 1o more effectively stem the cone
stant tide of corporate scandals that have
been making headlines bere,

To recap i fow of the most recent:

In mid-July, the provisional lquidater
of Celestial Nutrifoods disclosed trou-
bliry governance lapses by the firm, The
specialist team of accountants and kaw-

| yers that studied Celestial's ansets and

bilities 1o help It prepate for & winding-
up found a transfes of funds from the sup-
posadly fnsolvent firm to a thind party,

Sharcholders were powethess 10 ex-
press their dismay - the Chinasbased
maker of soy and biofuel producty has
been suspended from trading since 2000
and has since been fold 10 delist, while
facing a winding-up petition.

Meanwhile, spectal auditors appotnted
to investigate accounting irregularities at
fabtic producer Ching Gaodan have since
found that the company is missing 1 bil-
Hon yuan (S$187.2 million) froe its bank
sccounts,

And clectronies manufactures KXD
Digital has filed & police againgt ity
formet chief executive and chaitman, Mr
Liv Pasheng, for possidle fraud and
breach of the Bsting rules, s well o falls
ures of corporate governance,

A recent study conducted by the Cen~
tre for Governance, Institutions and Ot
pandsations (CGIO) of the National Uni-
versity of Singapote (NUS) Business

School found that most Singapore-listed
firms fultf] only the minimum require
mants of the CGC,

The CGIO came up with a checklist of
things that a company should do in otder
10 teet bask corporate governance stand -
ards. A cotmpany that meets all the mini-
mum tequitements would eam 100
polnts, 1t then allocated bonus points
whenever 4 company went beyond these
batle stundards.

If & company had corporate govetn:
ance concetns in the past year, however,
it would be penalised,

The scores generated by the study
showed that only two Singaporeslisted
companies - SingTel and Singapote Ex-
change (SGX) - et all the baskc require~
ments atd wenit beyond them,

SingTel received the highest score of
109 while the SGX earned 101 points.

Alarmingly, only 46 out of the 657
compaties earned at Jeast 50 points.

According to Amoclate Professor Law-
tenice Lob from the department of strate-
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Headline: A toothless code is better than no bark
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Ky and policy at the NUS Business
School, some tecelved negative scores.

Some may be tempted to conclude
from this that a toothless comorate gov+
ermance code does not o much to boot
transparency and accountability stand-
ards among Singapote toms, But it s uwe+
ful to look at 1t from another standpoint.

Having the code, toothless of not,
gives investors 3 benchmark to measure
Jocally lsted tirms againdt and determine
whete 10 put thelr investments.

And as NRA Capital managing director
Kevin Scully notes, that the CGC i not
mandatory muakes it 2l the mote meaning -
ful whets a company does comply,

Kven if a company cannot be taken to
coust for not complying with the code, it
can be punished In the stock market,

Several studies show a cotrelation be+
tween the strength of a compuany's corpo-
rate governance standards and ity share
valuation,

‘The Singapore Marnagement U .
ty (SMU) conducted such a study last
year, which found that SGX - listed compa+
nies with the Jowest corporate govern»
ance standards tended to trade below as-
et value,

Companies with the highest govern-
arce standards, meanwhile, traded on av-
erage 1.4 times avset valoe,

Thatks in part to the publication of
such research, retadl investor are becom
Ing mote aware dnd detuanding.

Investor relations execatives at many
Singapore-lsted firms have noticed that
retail lnvestors are asking more - and
toughet - questions at sharebolder meet
Ings In the Lot few years.

And despite the fact that the CGC s
ot tmandatory, companies are also aware
that it makes business sense for them to
comply,

*Good companies with a high standard
of corporate governance will gladly dis.
close that they observe the code In order
to differentiate themsolves from the had
companies,” syt SIM University's Awso+
clate Professor Chan Yoke Kal,

“The market will also be able to differ-
entiato the good from the bad, Bad compa-
nbes with 2 low standard of corporate gov-
ernance in tum will attempt to level up,*

SingTel's chief financlal officer, My
Jeann Low, says complying with the code
*allows us to attract capital ot the lowest
cost, attract professional and Independ:
eot directors, and recruit and retatty our
talents®,

1t mmight be 2 Jong time, if ever, for the
GGG to becomne mandatory by law,

But in the meantime, If it can contride
ute to ralsing 4 much awaretiess in the
next decade as it hay in the last, that
might be good envugh.
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Headline: Few companies made improvements in
Corporate Governance
Source: Lianhe Newspaper
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Headline: SGX-listed firms ‘still not disclosing enough’
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SGX-listed firms *still not disclosing enough’

SINGAPORE — Listed companies in Singapore are still
not disclosing enough information about executive com-
pensation, with a mere 5 per cent revealing exact salary
amounts, choosing instead to disclose executive compen-
sation in bands of $§250,000,

This and other findings were revealed in a study
as part of the latest Governance and Transparency
Index (GTI).

The index, which is published jointly by the NUS
Business School and The Business Times, revealed that the
performance of companies dipped to 31 points from 33
previously, suggesting that little headway has been made
in the past year.

For instance, the GT1 points out that only a few of the
657 SGX-listed companies under study give independent
directors a bigger hand in board decisions, while a large
number have yet to form fully independent audit com-
mittees to ensure the protection of shareholder interests.

Indeed, only about a quarter, or 24 per cent (up from
23 per cent previously) have independent directors oc-

cupying the majority seats on the board.

The assessment of the companies was based on board
independence, salary disclosure, audit practices and trans-
parency of financial results. The highest possible score is
100 points.

Mr Lawrence Loh, Associate Professor at the NUS Busi-
ness School, said: “There’s really not much changed over
the last few years in terms of the standards and in terms of
the disclosure practices of listed companies in Singapore.
| found a vast majority of companies basically fulfil only
the bare minimum for the Code of Corporate Governance.”

Industry observers say regulators should pursue pro-
posed revisions to the Corporate Governance Code of 2005.

Mr David Gerald, CEO at the Securities Investors As-
sociation (Singapore), wonders if boards of directors are
paying sufficient attention to internal controls, “I think
they need to spruce up and therefore I'm suggesting that
there should be more serious engagement of internal audi-
tors. And we need to train internal auditors, give them the
kind of respect that CFOs have.” LOIS CALDERON
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Compliance to best practices in corporate governance not getting better

SINGAPORL: Listed companies mn Singapore are still not disclosng enough information about
the pay packages of theit 1op executives, And only a few go that extea mile 10 appoint
Independent directors to ensure that shareholder interests are protected,

These are among the findings highlighted in the latest Governance and Transparency Index
released on Monday

The latest Governance and Transparency Index, published jointly by the NUS Business School
ond The Business Times, showed the average total score of companies dipped to 31 points
from 33 previously

The highest possible score was 100 points, with bonus points given for companies that do ot ': fretes bt '_ iy
mare than just meeting requiatory reguirements

The index assessed 657 companies here based on board independence, salary disclosure,
audit practices and transparency of financial results.

Lawrence Loh, Assoclate Professor at NUS Business School, said: *There's really not much
changed over the fast few years In terms of the standards and in terms of the disclosure
practices of listed companies In Singapore. In fact, t has more or less stabilsed, One
Interesting aspect; | found & vast majorty of companies basically fulfil galy the bare
minimum for the code of corporete governance.*

Industry observers want to see more transparency in executive compensation but the study
found that most companies still disclose executive remuneration in bands of $$250,000. Only
o mere five per cent revealed exact salary amounts

Under the existing Corporate Governance Code, companias are only “encouraged® but not mandated to fully disclose the remuneration of
each individual director. 1t only requires a firm to provide 3 clear disclosure of its remuneration policy, level and mix of remuneration, and
the procedure for setting it

While the existing code requires Independent duectors Lo make up at least one-third of the board, best governance practices call for a
larger share of Independent minds in the board as check and balance on management,

The study, however, found that only a quarter of publicly listed flrms have independent directors occupying the majority seats in the board
from 23 por cont proviously.

Another key finging was that only 56 per cent of listed firms, from 57 per cent previously, have a fully-independent audit committee

Industry observers sald that companies should also consider hirmg an intermnal auditor 10 ensure greater controls and transparency, This can
niso help ensure that accounting issues bike those foced by the troubled S-chip firms are not repeated

David Gerald, CLO of the Secunties Investors Assochation (singapore), said: “In the companies, bsted companies, are the boards paying
sufficient attention to internal controls? I think they need to spruce up and therefore 1I'm suggesting that there should be intemal audits,
engagement of internal audits more serously, And we need 10 train mternal audtors, give them the kind of respect that CFOs (chief
financial officers) have.”

The latest study was the third in a series and was based on annual financial statements fed by companies with reguiators
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92% of Singapore companies fail to meet
corporate governance standards

So who are the diligent and law-abiding 8%7

According to a release, the latest Governance and
Transparency Index sees SingTel remaining in top spot for the
third consecutive year with an overall score of 109 points

Singapore Exchange is in second place with 101 points, while
Keppel Corporaﬂon and Keppel Land tied for third position, with 91 points. SATS Lid has been placed
fifth, with a total score of 88 points, Keppel Land and SATS Ltd had also significantly improved their
disclosure practices, with their scores increasing by 23 points and 14 points respectively.

A small percentage of companies in Singapore made significant improvements in their corporate
governance disclosure and practices last year, but the majority still fulfiled only the minimum
requirements of the Code of Corporate Governance, according to the latest Governance and
Transparency Index.

Jointly published by the Centre for Governance, Institutions and Organizations of NUS Business School
and The Business Times, the index comprises 657 companies that issued their annual reports in 2010.
Companies with September year-ends had the cut-off extended to 31 January 2011. The study was
sponsored by CPA Australia and supported by the Investment Management Association of Singapore.

However, despite the high scores of the top performers, only 8% of firms scored 50 points or more,
although this was an improvement from 6% in the iast study. In addition, the average total score of
companies dipped to 31, from 33 previously.

“Although most of the companies we studied largely fulfilled the Code of Corporate Governance,
indicating good governance standards, there is still room for improvement, beyond the Code. For
instance, most companies still continue to disciose the remuneration of their directors and key
executives in bands of $250,000 rather than the precise amounts. In fact, 15% of these firms did not
even specify an upper limit in the top salary band for its executive directors. In view of the proposed
changes to the Code, we hope firms will use the GTI to benchmark themselves and further lift the level of
corporate governance in Singapore, said Lawrence Loh, Associate Professor at the Department of
Strategy and Policy. NUS Business School, the researcher behind the GTI.

The index is divided into two broad sections: governance and transparency (including investor relations)
with the maximum points for each section being 75 and 25 respectively. The governance section covers
board and remuneration matters, as well as accountability and audits, while the transparency section
focuses on how companies communicate with their shareholders,

In addition, the index includes a "bonus and penaity” system. Companies which go beyond the
requirements of the code, for instance, by including limits on directorships held by their directors, will be
awarded additional points, while negative events, such as directors or management resigning and raising
corporate governance concerns, will lead to a deduction in the company’s GTI score.

“The GTI has always been a3 health check for any company and especially those who see corporate
governance as a key element in business confidence. To coincide with the GTI results, CPA Australia is
pleased to continue with our collaboration with CGIO and the Business Times to present the CPA Forum,
which aims (o be a stage for dialogue on corporate governance, discussing key issues and concerns as
well as changes and challenges faced today,” said Mrs Deborah Ong, Divisional President — Singapore,
CPA Australia

She added: “This year is a significant year as CPA Australia celebrates its 125th Anniversary and the 3rd
year edition of the GTI, a true testament of our support to the business community. Singapore has
maintained its reputation as a trusted financial hub and the GTI provides the right guiding principie that
upholds these standards.”

The next issue of the GTI will cover companies that release their annual reports between 1 January 2011
and 31 December 2011, except in the case of companies with September year ends for which the cut-off
will be extended until 31 January 2012. The results are expected to be published during the second
quarter of 2012.

Tags: Governance and Transparency Index, Singapore companies, Deborah Ong
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SingTel Voted Most Transparent Company

By: Sabrina Zolkifi, Singapore
Published: 23 hours 31 min ago

CORPORATE GOVERNANCE ~ MANAGEMENT  LEADERSHIP WHISTLE BLOWING

Singapore - SingTel has topped the Governance and Transparency Index (GTI) for the third year running, followed
by Singapore Exchange (SGX), Keppel Corporation and Keppel Land (KepLand) coming in at a joint third.

The GTI is conducted together with the National University of Singapore (NUS) Business School's Centre of
Governance, Institutions and Organisations (CGIO) and the Business Times (BT).

The index found that most companies did the bare minimum to meet government guidelines. Only a fraction of 657
companies made significant improvements from last year.

SingTel scored 109 points, while SGX claimed 101. Both Keppel companies were awarded 91, with SATS rounded up
the top five with 88. Average total score of companies is at 31, a two-point drop from last year. Only 8% received a
score of more than 50.

Companies participating in the code were awarded a maximum of 35 points for board matters, 20 for
remuneration, 20 for accountability and audit, and 20 for transparency and investor relations. The total maximum
available, after taking into consideration adjustments for bonuses or penalties, is slightly above 100.

Professor Lawrence Loh of the department of strategy and policy at the NUS Business School told The Straits Times
one factor which impacted this year's results was companies’ reluctance to fully reveal their board members'
salaries. “Most companies still continue to disclose their remuneration of their directors and key executives in
bands of $5250,000 rather than in the precise amounts,” he said.

Currently, 15% of the firms did not even “specify an upper limit to the top salary for their executive directors”.
Some companies have said disclosing salaries will make it easier for competitors to poach talent.

However Chor Kee Yang, SingTel’s group chief internal auditor, said the lack of proper disclosure would make it
harder for shareholders to draw a clear link between compensation and performance.

Both SATS and KeplLand were found to have made great improvements in their disclosure practices. KepLand has
“enhanced” its disclosure process in terms of framework of remuneration of non-executives, limits of tenure of
independent directors and its statement of compliance with the code.

SATS included a separate board-level risk committee and has implemented term limits for its non-executive
directors, as well as cut the percentage of shares that can be issued on a non-pro rata basis by half to 5%.

Lee Suet Ferm, senior director of Stamford Law Corporation, said corporate governance starts with the leaders of
the organisation as they need to know their own industries well and be familiar with the risks they face. However,
in order for this to take place, companies must provide their directors with industry and business training.

Overall, the report found 78% of companies in Singapore now have an audit committee chairman with either an
accounting or finance background. Additionally, 75% have a whistle blowing policy, out of which only 5% allow
anonymous reporting.
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THE worst performers in this year's Governance and Transparency Index (GTI) have also been
plagued by serious - and in some cases, debilitating - financial losses.

Just under half of the bottom 20 were S-chips, with accounting scandal-ridden Fibrechem
Technologies Ltd rounding up the list.

While popular belief may point to a correlation and even causality between the companies' abysmal
corporate governance rankings and financial woes, Lawrence Loh, the lead researcher behind the GTI,
cautioned against a simple cause-and-effect analysis of the results.

‘Empirical evidence suggests that it's much more complex than this,' said Professor Loh, who is
associate professor at the Department of Strategy and Policy, NUS Business School.

‘Personally, I believe that having good corporate governance may not necessarily translate into a
good financial performance. But a company with poor corporate governance will have a higher risk of
seeing a poor financial performance,’ he said.

In fact, Prof Loh stressed the need to dig beneath such external manifestations of problems, as
shoddy governance and lacklustre financial results may actually be symptoms of a ‘more serious and
larger underlying disease’, such as poor leadership and dishonesty.

Among the bottom few is New Lakeside Holdings - which was ranked 657 out of 660 companies. The
company has seen poor internal controls and accounting-related issues.

‘Companies that haven't been performing well are often less willing to communicate this to
shareholders. In fact, it is usually due to a poor financial performance that companies aren't upfront
and transparent,' said Mun Cheong Fai, general manager of CPA Australia in Singapore. CPA Australia
sponsored the study.

And the attempts to obfuscate and conceal are plenty.

Professor Loh shared - 'in no order of dismerit' - that the GTI's worst performers had annual reports
and key financial information missing from their websites; were tardy about disclosing the
remuneration of directors and senior management; and failed to declare potential risks and risk
management frameworks.

'Some companies even retained directors who were subject to regulatory action - this is very very
serious,’ he said.

On what this year's worst performers can do to improve, Prof Loh said that while there is 'no silver
bullet solution, it is not rocket science'.

'The list of requirements and guidelines is there. One only needs the basic and sincere intention to
improve a company's corporate governance and transparency standards,' he said.

Source: Business Times © Singapore Press Holdings Ltd. Permission required for reproduction.
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