
 

 

April 19, 2017 
 
Singapore Exchange Limited 
11 North Buona Vista Drive 
#06-07, The Metropolis Tower 2 
Singapore 138589 
Attn: Listing Policy & Product Admission 
Via email: listingrules@sgx.com 
  
Re: Consultation Paper on Possible Listing Framework for Dual Class Share Structures – 
Consultation Paper for Public Comment  
 
Glass, Lewis & Co. ("Glass Lewis") appreciates the opportunity to comment on Singapore 
Exchange Limited (“SGX”)’s Consultation Paper on Possible Listing Framework for Dual Class 
Share Structure (the “Consultation Paper”), which aligns with ability for companies to pursue 
dual class share (“DCS”) structures under the Companies (Amendment) Act, 2014 (the "Act").   
 
Founded in 2003, Glass Lewis is a leading, independent governance services firm that provides 
proxy research and vote management services to more than 1,200 clients throughout the world. 
While, for the most part, institutional investor clients use Glass Lewis research to help them 
make proxy voting decisions, they also use Glass Lewis research when engaging with companies 
before and after shareholder meetings. Through Glass Lewis’ Web-based vote management 
system, ViewPoint, Glass Lewis also provides investor clients with the means to receive, 
reconcile and vote ballots according to custom voting guidelines and record-keep, audit, report 
and disclose their proxy votes.  
 
From its offices in North America, Europe and Australia, Glass Lewis’ 360+ person team 
provides research and voting services to institutional investors globally that collectively manage 
more than US$25 trillion. Glass Lewis is an independently operated portfolio company of the 
Ontario Teachers’ Pension Plan Board (“OTPP”) and Alberta Investment Management Corp. 
(“AIMCo”).    
 
The responses provided below are not meant to be exhaustive but are designed to address what 
Glass Lewis sees as the main issues and concerns raised in the Consultation Paper. We have 
elected not to respond to the questions in the “Safeguards against Entrenchment Risks” and 
“Safeguards against Expropriation Risks” sections given our overarching concern that such 
safeguards would not materially reduce the risk of disenfranchisement of common shareholders 
stemming from DCS structures.  
 
Thank you in advance for your consideration and please do not hesitate to contact us if you 
would like to discuss any aspect of our submission in more detail. 
 

Respectfully submitted,  
 
/s/ 
Daniel J Smith, General Manager, CGI Glass Lewis 
dsmith@glasslewis.com 
 
/s/ 
Jeffrey Jackson, Manager, Asia Research 
jjackson@glasslewis.com   
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Question 1. DCS Framework 
 
As a starting point, Glass Lewis is strongly in favour of the “one-share-one-vote” principle. We 
believe shareholders should have a say in decisions that will affect them. We believe that 
allowing one vote per share generally operates as a safeguard for common shareholders by 
ensuring that those who hold a significant minority of shares can weigh in on issues set forth by 
the board, especially regarding the election of director process. We believe that the voting 
power of each shareholder should match their economic stake such that no small group of 
shareholders, by virtue of their founder status or otherwise, should have voting rights different 
from those of other shareholders.  
 
Shareholders do and, in our view, should take a limited role in the operation of the Company. 
Management, at the direction of the board, is there to operate the business. However, on 
matters of governance and shareholder rights, we believe shareholders should have the power 
to speak and the opportunity to be heard and effect change if necessary. That power should not 
be concentrated in the hands of a few for reasons other than economic stake. 
 
With this starting point in mind, Glass Lewis believes multi-class voting structures are typically 
not in the best interests of common shareholders. Accordingly, we are opposed to the proposed 
introduction of DCS structures in Singapore. We see allowing DCS structures to lack clear 
benefits to the Singapore economy and to have negative effects on shareholder rights in 
Singapore and potentially across the wider Asia-Pacific region.  
 
We generally agree with the “Arguments Against DCS Framework” section of the Consultation 
Paper and will selectively respond to the “Arguments in Favour of DCS Framework” below. 
 
Supporting innovation 
Whilst we acknowledge that the option of having a DCS structure affords managers control 
while raising equity capital during an incubation period, we note that there is ample “patient 
capital” across the world in the form of pension funds with long-term investment horizons that 
want to invest in companies that focus on sustainable growth instead of short-term profits. Such 
a class of investor obviates the need to have DCS structures. Furthermore, the evidence showing 
that DCS structures frequently reduce firm value and lead to poorer investment performance 
suggests that more management control is not necessarily correlated with better returns. 
 
Market competitiveness 
Glass Lewis acknowledges that the introduction of DCS structures might attract some issuers 
that might not otherwise consider Singapore as a listing venue. However, the Consultation 
Paper also concedes that DCS structures are not the sole reason for issuers choosing a listing 
venue, and that there is no guarantee that the introduction of DCS structures will make 
Singapore any more attractive. We note that allowing DCS structures in Singapore could trigger 
a “me too” race to the bottom regionally which would undermine any advantage for Singapore. 
Additionally, the introduction of DCS structures would undermine Singapore’s reputation as a 
haven for good governance in the region, which could mute any potential upside from the 
introduction of DCS structures. 
 
Alignment of interest and Reliance on owner managers 
Glass Lewis notes the argument in favour of DCS structures that “an owner manager whose 
wealth is invested in the company is as interested in creating value and enhancing performance 
as other shareholders”. We agree with this assertion but do not believe that it requires the 
owner manager to have a controlling voting stake in the issuer despite not having a majority 



 

 

economic stake. Additionally, we note the risk that owner managers who have the majority of 
their personal wealth tied up in shares of the issuer might have different incentives (e.g. to 
support higher dividend payouts to fund other personal financial commitments) and/or lower 
risk tolerances than portfolio investors.  
 
Question 2. Additional Admission Criteria 
 
As mentioned above, Glass Lewis does not support the introduction of DCS structures in 
Singapore. Furthermore, we believe the proposed additional listing criteria for issuers using 
DCS structures would not result in significant mitigating benefits.  
 
Existing listed companies with one-share-one-vote structures 
Should DCS structures be made available only to newly listed issuers, we fear that it could be the 
beginning of a slippery slope. It might not be long before existing listed issuers begin lobbying 
SGX to allow them to change their capital structures to “level the playing field” in the 
competition for management talent and control. Alternatively, existing listed issuers might be 
encouraged to embark on corporate engineering (e.g. de-list then re-list, conduct a reverse take-
over of a listed entity with a DCS structure) in order to secure a DCS structure. We fail to see 
how such developments would benefit the Singapore market overall.  
 
Question 2(a) – Market capitalisation  
The proposed minimum S$500 million market capitalisation threshold is arbitrary. Moreover, 
the threshold could incentivise underwriters to raise more capital than required to fund an 
issuer, or make unsustainable manipulations to an issuer’s valuation, simply to cross the 
threshold required for initial listing. Additionally, this proposed threshold undermines the 
assertion in the Consultation Paper that the DCS structure supports innovation by “providing an 
alternative public funding channel for start-ups”. The occasional Silicon Valley unicorn 
notwithstanding, the global average initial public offering (“IPO”) market capitalisation was 
approximately US$310 million (S$433 million) in 2016.1 An examination of IPOs in the United 
States from the beginning of 2012 through March 2016 showed that 29% of newly listed 
companies had a market capitalisation at listing of less than US$150 million (S$210 million), 
and another 26% had a market capitalisation at listing of US$150-US$500 (S$700 million).2 
These figures suggest that the S$500 million market capitalisation threshold could exclude 
some of the smaller companies requiring a greater “incubation period” that DCS structures 
would supposedly support. 
 
Question 2(b) – Sophisticated investors 
The proposal to require a 90% participation level by sophisticated investors at IPO is also 
arbitrary and provides no guarantee of issuer quality, given the wide range of investment 
strategies and capacity to analyse governance risk represented across this group. Additionally, 
such an initial restriction would dissipate following the IPO, enabling sophisticated investors to 
dump shares on would-be shareholders who were excluded from participation in the IPO. 
 
Question 2(c) – Compelling reason 
In our view, the lack of clear definition of “compelling reason” would mean that SGX would be in 
the unenviable position of providing subjective assessments of eligibility. It is not difficult to 
envision that SGX would be embroiled in disputes in the event that applicant issuers are 
rejected. 

                                                        
1 Dealogic. Market cap of global IPOs contracting. May 25, 2016. Accessed April 17, 2017. 
2 Perritt Capital Management. The State of the IPO Market. Accessed April 17, 2017. 
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