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A one-size-fits-all
approach to
corporate
governance is
poorly conceived

The focus on issues faced by directors of large
firms fails to take into consideration how SMEs
work and their challenges. BY ADAM J EPSTEIN

N the United States finan-
cial markets, investor, me-
dia and regulatory focus
is predominantly upon
the largest listed compa-
nies. The large-cap bias in
the US, and other global
markets, belies a poign-
ant capital markets fact: the over-
whelming majority of listed compa-
nies are comparatively small.

For example, in the US, nearly sev-
en out of every 10 listed companies
have a market capitalisation of less
than US$1 billion. Approximately 47
per cent of listed companies have
market capitalisation below US$300
million.

According to Mak Yuen Teen, an as-
sociate professor of the NUS Business
School and corporate governance ex-
pert, the proportion of small to large
listed companies is even more dra-
matic in Singapore. Approximately 85
per cent of Singapore’s listed compa-
nies have market capitalisation of
less than S$1 billion, and nearly 70
per cent have market capitalisation
below S$300 million.

Prof Mak added that approximate-
ly one-third of listed companies have
market capitalisation of less than
S$$50 million.

While the large-cap bias is under-
standable (e.g., they are large employ-
ers and well-known brands, and insti-
tutional investors such as pension
funds tend to invest in them), this my-
opia has a hidden cost.

Until quite recently, the global cor-
porate governance dialogue has been
exclusively focused on issues faced
by directors of large-cap companies.
This is a mistake for two reasons: (i)
boards of directors of listed small and
medium enterprises (SMEs) are regu-
larly beset by unique governance chal-
lenges without relevant resources to
help them; and (ii) SMEs are invalua-
ble sources of job growth and innova-
tion.

Why is governing listed SMEs so
different from governing larger listed
companies?

Robust balance sheets and cash
flow provide larger public companies
with, among other things, strategic al-
ternatives, financial flexibility and ma-
terial margins for business error. But
the opposite is true for SMEs. Boards
of SMEs frequently govern companies
where even seemingly basic daily de-
cision-making can have business-end-
ing consequences.

Conventional wisdom notwith-
standing, governing Apple is nothing
like governing a fledgling software
company. There are myriad reasons
why one-size-fits-all corporate gov-
ernance is poorly conceived — consid-
er the following three.

m Governance resources

It’s not uncommon for large-cap
boards to have many non-executive
directors (NEDs) in addition to exten-
sive governance staff. SME boards of
directors, on the other hand, typically
can only afford a handful of NEDs and
often have little additional govern-
ance support.

Large-cap boards can also hire bat-
talions of expert third-party advisers
to assist with strategy optimisation,
compliance, training and risk manage-
ment, while SMEs often must simply
rely on existing employees.

Some SMEs might have insuffi-
cient resources to comply with the
form and the substance of govern-
ance standards. For example, Prof
Mak believes that “when regulators
impose one-size-fits-all corporate
governance on SMEs, SMEs forced to
comply end up using valuable re-
sources while attaining only govern-
ance in form. Even in Singapore,
where a ‘comply or explain’ approach
is used for most corporate govern-
ance prescriptions, most companies
would rather comply in form rather
than explain non-compliance”.

m Management and
board experience
Large listed companies are often man-
aged and governed by those with ex-
tensive relevant experience. But it’s
not uncommon for management and
board members of SMEs to occupy
their roles for the first time.

Most would agree that a board
comprising industry icons oversee-

Prof Mak has helped to develop a
new governance evaluation
methodology for listed SMEs
called GEMS

ing a CEO like Tim Cook is a funda-
mentally different setting from a
board with predominantly novice di-
rectors governing a nascent listed
company run by a first-time CEO.
Moreover, consider that the under-re-
sourced, possibly less experienced,
management and board must often
navigate daily existential business
threats commonplace to SMEs.

Prof Mak added that research has
shown that in Singapore “listed SMEs
often end up with either novice inde-
pendent directors (especially family
companies, presumably recruiting
family friends as directors) or very
busy directors, who presumably are
willing to accept the lower director
fees that SMEs are prepared to pay”.

m Capital markets and

corporate finance

Large-cap companies typically access
capital markets electively from posi-
tions of strength due to their financial
health. Meanwhile, SMEs must regular-
ly access capital markets to augment
cash flow that is insufficient to fund
growth objectives. Doing so at inop-
portune times and often with insuffi-
cient capital markets experience in
boardrooms, SMEs routinely under-
take highly dilutive financings.

Even worse, insufficient trading
volume or encumbered capitalisation
can foreclose SME access to the capi-
tal markets altogether, resulting in in-
solvency.

In the US market, recent attention
on the unique challenges faced by
boards of directors of listed SMEs has
predominantly been educative as op-
posed to legislative or regulatory.
That is, magazine articles, online dis-
cussion forums and new SME-focused
corporate governance continuing edu-
cation programming are beginning to
appear. Similarly, in Singapore, the Se-
curities Investors Association (Singa-
pore), or SIAS, has since 2014 intro-
duced sessions in its annual corpo-
rate governance conference on corpo-
rate governance of SMEs.

It’s certainly possible that in-
creased attention on SME governance
could result in more scrutiny from leg-
islators and regulators. In Singapore,
SIAS, together with the Singapore As-
sociation of the Institute of Chartered
Secretaries and Administrators (SAIC-
SA), Handshakes and Prof Mak, has de-
veloped a new governance evaluation
methodology for listed SMEs, called
GEMS.

Prof Mak explains that GEMS “eval-
uates the governance of listed SMEs
not by the number of principles and
guidelines in the Singapore Code of
Corporate Governance that have been
ticked, but by governance practices
and indicators that are considered
most important for listed SMEs”.

Importantly, listed SMEs are evalu-
ated under GEMS relative to their
peers, and not against larger listed
companies.

Whether in the US, Singapore or
other highly developed capital mar-
kets, recognition of the unique chal-
lenges faced by boards of directors of
listed SMEs is critical. The mistaken re-
liance upon a one-size-fits-all ap-
proach to SME corporate governance
hurts economies and shareholders
alike.

1 The writer is the founder of Third
Creek Advisors, LLC, a
California-based firm that advises the
boards of directors of SMEs. He is the
author of The Perfect Corporate
Board: A Handbhook for Mastering
the Unique Challenges of Small-Cap
Companies (New York: McGraw Hill,
2012).
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DUKANG DISTILLERS HOLDINGS LIMITED

(Company Registration No. 41457)
(Incorporated in Bermuda)

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Annual General Meeting of DUKANG DISTILLERS HOLDINGS LIMITED (the “Company”) will be held at Ocean 5, Level 2, Pan Pacific Singapore, 7 Raffles Boulevard,
Marina Square, Singapore 039595 on Wednesday, 28 October 2015 at 2.30 p.m. for the following purposes:

AS ORDINARY BUSINESS

1. To receive and adopt the Directors’ Report and the Audited Financial Statements of the Company for the financial year ended 30 June 2015 together with the Auditors’ Report thereon. ~ (Resolution 1)

2. To re-elect the following Directors retiring pursuant to Bye-laws 86(1) of the Company’s Bye-laws:

Mr Chia Seng Hee, Jack (Retiring under Bye-law 86(1)) (Resolution 2)

Mr Tan Siok Sing (Calvin) (Retiring under Bye-law 86(1)) (Resolution 3)

Mr Chia Seng Hee, Jack will, upon re-election as a Director of the Company, remain Chairman of the Nominating and Remuneration Committees and a member of the Audit Committee and will be
considered independent for the purposes of Rule 704(8) of the Listing Manual of the Singapore Exchange Securities Trading Limited (“SGX-ST Listing Manual”).

Mr Tan Siok Sing (Calvin) will, upon re-election as a Director of the Company, remain Lead Independent Director and a member of Audit, Nominating and Remuneration Committees and will be

considered independent for the purposes of Rule 704(8) of the SGX-ST Listing Manual.
3. To approve the payment of Directors’ fees of S$270,000 for the financial year ending 30 June 2016, to be paid half-yearly in arrears. (2015: S$260,000) (Resolution 4)

4. To re-appoint BDO Limited, Certified Public Accountants, Hong Kong and BDO LLP, Public Accountants and Chartered Accountants, Singapore to act jointly and severally as the Company’s Auditors
and to authorise the Directors to fix their remuneration. (Resolution 5)

5. To transact any other ordinary business which may properly be transacted at an Annual General Meeting.
AS SPECIAL BUSINESS
To consider and if thought fit, to pass the following resolutions as Ordinary Resolutions:

6. SHARE ISSUE MANDATE

That pursuant to Bye-law 12(3) of the Company’s Bye-laws and Rule 806 of the Listing Manual of the Singapore Exchange Securities Trading Limited (“SGX-ST”), authority be given to the Directors of
the Company to:

@ )

(i) make or grant offers, agreements or options (collectively, “Instruments”) that might or would require Shares to be issued, including but not limited to the creation and issue of (as well as
adjustments to) warrants, debentures or other instruments convertible into Shares,

issue shares (“Shares”) whether by way of rights, bonus or otherwise, and/or

at any time and upon such terms and conditions and to such persons as the Directors may, in their absolute discretion, deem fit; and

(b) (notwithstanding the authority conferred by this Resolution may have ceased to be in force) issue shares in pursuance of any Instruments made or granted by the Directors of the Company while
this Resolution was in force,

provided that:

(1) the aggregate number of Shares (including Shares to be issued in pursuance of Instruments made or granted pursuant to this Resolution) does not exceed fifty percent (50%) of the total number
of issued shares (excluding treasury shares) in the capital of the Company at the time of the passing of this Resolution, of which the aggregate number of Shares and convertible securities to be
issued other than on a pro rata basis to all shareholders of the Company shall not exceed twenty percent (20%) of the total number of issued shares (excluding treasury shares) in the capital of the
Company;

(2) for the purpose of determining the aggregate number of Shares that may be issued under sub-paragraph (a) above, the total number of issued shares (excluding treasury shares) shall be based on
the total number of issued shares (excluding treasury shares) of the Company as at the date of the passing of this Resolution, after adjusting for:

(i) new shares arising from the conversion or exercise of convertible securities;
(i) new shares arising from exercising share options or vesting of Share awards outstanding or subsisting at the time this Resolution is passed; and
(i) any subsequent bonus issue, consolidation or subdivision of shares;

(8) And that such authority shall, unless revoked or varied by the Company in general meeting, continue in force until the conclusion of the Company’s next Annual General Meeting or the date by
which the next Annual General Meeting of the Company is required by law to be held, whichever is earlier.

[See Explanatory Note (ii)] (Resolution 6)

7. Authority to allot and issue shares under the Dukang Employee Share Option Scheme (formerly known as Trump Dragon Employee Share Option Scheme)

That pursuant to the Companies Act 1981 of Bermuda, the Directors be authorised and empowered to allot and issue shares in the capital of the Company to all the holders of options granted by
the Company, whether granted during the subsistence of this authority or otherwise, under the Dukang Employee Share Option Scheme (formerly known as Trump Dragon Employee Share Option
Scheme) (“the Scheme”) upon the exercise of such options and in accordance with the terms and conditions of the Scheme, provided always that the aggregate number of additional ordinary shares to
be allotted and issued pursuant to the Scheme shall not exceed fifteen percent (15%) of the total issued share capital (excluding treasury shares) of the Company from time to time.

[See Explanatory Note (ii)] (Resolution 7)

By Order of the Board

Ho Hin Yip
Busarakham Kohsikaporn
Company Secretaries

Singapore, 9 October 2015

Explanatory Notes to Resolutions to be passed -

() The Ordinary Resolution 6 proposed in item 6 above, if passed, will empower the Directors from the date of the above Meeting until the date of the next Annual General Meeting, to allot and issue
Shares and convertible securities in the Company up to an amount not exceeding fifty percent (50%) of the total issued share capital (excluding treasury shares) of the Company, of which up to twenty
percent (20%) may be issued other than on a pro rata basis.

(i) The Ordinary Resolution 7 proposed in item 7 above, if passed, will empower the Directors of the Company, to allot and issue shares in the Company of up to a number not exceeding in total fifteen
percent (15%) of the total number of issued shares (excluding treasury shares) in the capital of the Company from time to time pursuant to the exercise of the options under the Scheme.

For the purpose of this resolution, the total number of issued shares (excluding treasury shares) is based on the Company’s total issued share capital (excluding treasury shares) at the time this
proposed Ordinary Resolution is passed after adjusting for new shares arising from the conversion or exercise of convertible securities, the exercise of share options or the vesting of share awards
outstanding or subsisting at the time when this proposed Ordinary Resolution is passed and any subsequent bonus issue, consolidation or subdivision of shares.

Notes

1. A Shareholder being a Depositor whose name appears in the Depository Register (as defined in Section 130A of the Companies Act, Cap. 50 of Singapore) is entitled to appoint a proxy to attend and
vote in his/her stead. A proxy need not be a Member of the Company.

2. If a Depositor wishes to appoint a proxy/proxies to attend the Meeting, then he/she must complete and deposit the Depositor Proxy Form at the office of the Singapore Share Transfer Agent, Boardroom
Corporate & Advisory Services Pte. Ltd., 50 Raffles Place #32-01 Singapore Land Tower Singapore 048623, not less than forty-eight (48) hours before the time of the Meeting.

3. If the Depositor is a corporation, the instrument appointing a proxy must be executed under seal or the hand of its duly authorised officer or attorney.

PERSONAL DATA PRIVACY

Where a member of the Company submits an instrument appointing a proxy(ies) and/or representative(s) to attend, speak and vote at the Annual General Meeting and/or any adjournment thereof, a member
of the Company (i) consents to the collection, use and disclosure of the member’s personal data by the Company (or its agents) for the purpose of the processing and administration by the Company (or its
agents) of proxies and representatives appointed for the Annual General Meeting (including any adjournment thereof) and the preparation and compilation of the attendance lists, proxy lists, minutes and other
documents relating to the Annual General Meeting (including any adjournment thereof), and in order for the Company (or its agents) to comply with any applicable laws, listing rules, regulations and/or guidelines
(collectively, the “Purposes”); (i) warrants that where the member discloses the personal data of the member’s proxy(ies) and/or representative(s) to the Company (or its agents), the member has obtained the
prior consent of such proxy(ies) and/or representative(s) for the collection, use and disclosure by the Company (or its agents) of the personal data of such proxy(ies) and/or representative(s) for the Purposes.

NOTICE OF SPECIAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that a SPECIAL GENERAL MEETING of Dukang Distillers Holdings Limited (the “Company”) will be held at Ocean 5, Level 2, Pan Pacific Singapore, 7 Raffles Boulevard,
Marina Square, Singapore 039595 on Wednesday, 28 October 2015 at 3.45pm (or as soon thereafter following the conclusion or adjournment of the Annual General Meeting of the Company to be held at
2.30pm on the same day and at the same place, or any adjournment thereof), for the purpose of considering and, if thought fit, passing with or without any modifications the following resolution:

All capitalised terms used below which are not defined herein shall have the same meaning ascribed to them in the Circular to Shareholders dated 9 October 2015, unless otherwise defined
herein or where the context otherwise requires.

AS AN ORDINARY RESOLUTION
THE PROPOSED SHARE CONSOLIDATION

THAT-

(a) with effect from the date to be determined by the Directors of the Company, being the effective date of the Proposed Share Consolidation, every ten (10) issued and unissued ordinary shares with a par
value of HK$0.40 each in the authorised and issued capital of the Company be consolidated into one (1) share with a par value of HK$4.00 each in the capital of the Company, resulting in an authorised
capital of HK$400,000,000 divided into 100,000,000 ordinary shares with a par value of HK$4.00 each and an issued capital of HK$319,315,727 divided into 79,828,931 ordinary shares with a par value
of HK$4.00 each in the share capital of the Company;

(b) following the consolidation in paragraph (a) above, the Directors be and are hereby authorised to do all such acts and things as they consider necessary or expedient in connection with the
consolidation, including but not limited to disregarding fractional entitlements, issuing new share certificates in respect of fractions of shares and making arrangements for the settlement and disposal
of fractional entitlements, if any, arising from or in connection therewith and, in particular (but without prejudice to the generality of the foregoing), by aggregating any fractional entitlements arising as
a result thereof and selling the same for the benefit of the Company in such manner and on such terms as the Directors may think fit and/or repurchasing (and, if thought fit, cancelling or holding as
treasury shares) any fractional entitlements in such manner and on such terms as the Directors may think fit; and

(c) the Directors of the Company and each of them be and are hereby authorised and empowered to complete and do all such acts and things (including, without limitation, to execute all such documents,
to approve any amendments, alterations or modifications to any documents and to sign, file and/or submit any notices, forms and documents with or to the relevant authorities, as may be required) as
they or he may consider necessary, desirable or expedient to give full effect to the matters contemplated by this Ordinary Resolution.

BY ORDER OF THE BOARD

Ho Hin Yip
Busarakham Kohsikaporn
Company Secretaries

9 October 2015
Singapore

IMPORTANT: PLEASE READ NOTES
Notes:

a. A Shareholder entitled to attend and vote at the SGM is entitled to appoint a proxy to attend and vote in his/her/its stead. With the exception of The Central Depository (Pte) Limited (“CDP”), who may
appoint more than two proxies, any Shareholder who is the holder of two or more shares may appoint not more than two proxies. A proxy need not be a Shareholder.

b. If a Shareholder is unable to attend the SGM and wishes to appoint a proxy to attend and vote at the SGM in his/her/its stead, then he/shefit should complete and sign the Member Proxy Form
and deposit the duly completed Member Proxy Form at the office of the Company’s Share Transfer Agent in Singapore, Boardroom Corporate Advisory Services Pte Ltd, at 50 Raffles Place #32-01
Singapore Land Tower, Singapore 048623, not less than 48 hours before the time appointed for the SGM. Please note that this paragraph is only applicable to Shareholders who do not hold
Shares through an account with CDP (i.e. Shareholders who hold Shares in scrip).

c. A Depositor (as defined in Section 130A of the Companies Act, Chapter 50 of Singapore) registered and holding Shares through CDP who/which is (i) an individual but is unable to attend the SGM
personally and wishes to appoint a nominee to attend and vote; or (i) a corporation, must complete and sign the Depositor Proxy Form and deposit the duly completed Depositor Proxy Form at the
office of the Company’s Share Transfer Agent in Singapore, Boardroom Corporate Advisory Services Pte Ltd, at 50 Raffles Place #32-01 Singapore Land Tower, Singapore 048623, not less than 48
hours before the time appointed for the SGM.

d. A Depositor who is an individual and who wishes to attend the SGM in person need not take any further action and can attend and vote at the SGM as CDP’s proxy without the lodgement of any proxy
form.

e. If a Shareholder who has Shares entered against his name in the Depository Register and Shares registered in his name in the Register of Members of the Company is unable to attend the SGM and
wishes to appoint a proxy, he should use the Depositor Proxy Form and the Member Proxy Form.

Personal Data Privacy:

By submitting an instrument appointing a proxy(ies) and/or representative(s) to attend, speak and vote at the Special General Meeting and/or any adjournment thereof, a member of the Company (i)
consents to the collection, use and disclosure of the member’s personal data by the Company (or its agents) for the purpose of the processing and administration by the Company (or its agents) of proxies
and representatives appointed for the Special General Meeting (including any adjournment thereof) and the preparation and compilation of the attendance lists, minutes and other documents relating to the
Special General Meeting (including any adjournment thereof), and in order for the Company (or its agents) to comply with any applicable laws, listing rules, regulations and/or guidelines (collectively, the
“Purposes”), (ii) warrants that where the member discloses the personal data of the member’s proxy(ies) and/or representative(s) to the Company (or its agents), the member has obtained the prior consent
of such proxy(ies) and/or representative(s) for the collection, use and disclosure by the Company (or its agents) of the personal data of such proxy(ies) and/or representative(s) for the Purposes, and (iii)
agrees that the member will indemnify the Company in respect of any penalties, liabilities, claims, demands, losses and damages as a result of the member’s breach of warranty.




