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how Corporate 
governance 

Disclosures Can 
Become Drivers 

of Value 
IRVIng lOW

Based on the SGX-KPMG Review of Mainboard Companies’ Code 
of Corporate Governance Disclosures issued in July 2015, listed 
companies should take heart about the positive state of their corporate 
governance disclosures.

That said, the study also found that more can be done to improve 
the consistency in the completeness and quality of those disclosures. 
Many companies appear to view the matter as a compliance-driven 
exercise – disclosing only the minimum level of detail. Other 
companies view disclosures as a driver of value, and choose to 
provide more forthcoming and specific details.

The latter approach enables companies to engage with stakeholders 
and investors in a way that demonstrates good governance, or 
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indicates areas they are focused on improving. The benefit of such 
an approach in terms of value-add is clear: In a fiercely competitive 
environment for investor funds, greater transparency is seen to 
build trust, increase levels of investment, and positively influence 
share price.

Indeed, as the list of disclosure requirements becomes more 
complex – particularly in view of the recently launched SGX Guide 
to Sustainability Reporting for Listed Companies – it might behoove 
directors to seize the opportunity to align and enhance the level of 
disclosures with key stakeholders.

ThE STATE Of DISClOSuRE 

Listed companies must abide by the Singapore Code of Corporate 
Governance 2012 (the Code) and the SGX Disclosure Guide issued 
in 2015.

The Code is applied on a “comply or explain” basis, which means 
that companies should state their level of compliance with the Code, 
or explain any failure to do so.

The SGX-KPMG study measured the quality and extent to which 
disclosures were present in annual reports. “Presence” was judged 
by whether a positive or negative statement exists. A disclosure 
was deemed to be of “good quality” if it provided forthcoming 
and meaningful information to enable the reader to understand 
the company’s practices. The highest score (a combination of the 
presence and quality assessment) achieved by a company in this 
study was 90 per cent, while the lowest was 28 per cent. Slightly 
more than half the companies scored above 60 per cent, with 3 per 
cent scoring 80 per cent and above.

Disclosures were generally more forthcoming where the corporate 
governance criterion in question was more structural (the audit 
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committee scored 91 per cent; remuneration committee, 80 per 
cent and nomination committee, 83 per cent), procedural in nature 
(board meetings scored 87 per cent) or supported by mandatory 
requirements (shareholder rights scored 71 per cent).

Improvement, however, is needed in areas that drive behaviour and 
culture (performance-linked remuneration scored just 50 per cent) 
or are emerging practices (board diversity scored 41 per cent).

Companies were silent on their compliance with a number of 
guidelines in the Code. Not only does this contravene the existing 
“comply or explain” requirement, it makes it challenging for the 
reader to determine whether the recommended corporate governance 
best practice was actually applied by the company.

WhAT MORE CAn BE DOnE

There are a number of key areas in which directors should more 
proactively review corporate governance disclosures.

Accountability is important. Directors should ensure there is a 
process that builds accountability for corporate governance disclosures 
across all layers in the company. This extends to having clearly defined 
process owners for each key corporate governance practice.

In this regard, it’s helpful to note that an emerging good practice 
is to formally assign oversight responsibility for corporate governance 
disclosures to a board committee, such as a corporate governance 
committee, or a combined nominating and corporate governance 
committee.

Where such a body is established, it is important to formally define 
its terms of reference, and clarify communication channels between 
committees with potentially overlapping roles. An example of a 
potential overlap is the audit committee, which (among other things) 
would typically oversee internal control practices and disclosures, 
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and the board risk committee, which looks at risk management 
processes, thereby overlapping with the internal control work of 
the audit committee.

It is also important that management conducts a self-assessment 
of the company’s corporate governance disclosures. The results 
should be presented to the board, highlighting any gaps and 
mitigating measures.

The assessment should not be a static description of the company’s 
state of affairs. Instead, it needs to be a comparative view of how the 
company is growing and maturing in corporate governance stature 
and development.

Directors should also check how the company compares against 
relevant benchmarks, such as competitors in the same sector or 
that have similar market capitalisation. This exercise yields a 
competitive advantage in that clear and transparent disclosures 
can help stakeholders to more easily assess if the practices adopted 
by the company are in line with their expectations.

Finally, it is worth noting that while the financials in the annual 
report are subject to a thorough review by the external auditors, 
there is no requirement that the underlying corporate governance 
practice described in a specific disclosure needs to be formally and 
independently reviewed and verified to confirm that it exists and that 
it is accurately and completely represented in the disclosure. This 
has therefore led to an emerging practice of seeking and receiving 
independent assurance of the veracity and accuracy of the corporate 
governance disclosures made. ■




