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Singapore Exchange to Allow Dual Class 
Share Structures; Proposes Safeguards 

Introduction  
 

Having received broad support for dual class share (“DCS”) structures following a February 2017 public consultation 

on a possible listing framework for DCS structures (“February 2017 consultation”) (read about this in our February 

2017 update), the Singapore Exchange (“SGX”) will allow the listing of companies with DCS structures.  Issuers 

who wish to list with a DCS structure must meet the Mainboard listing criteria under Chapter 2 of the SGX-ST Listing 

Rules (Mainboard) (“Mainboard Rules”), and other additional requirements under the proposed DCS listing 

framework (“Framework”). 

 

On 28 March 2018, SGX issued its response to feedback received on the February 2017 consultation (“Response”), 

and at the same time, commenced its second consultation in respect of the Framework. The consultation sets out 

proposed amendments to the Mainboard Rules to codify the Framework, and details of proposed safeguards.  

 

The consultation documents can be accessed at the SGX website. Feedback on the proposals should reach SGX 

by 27 April 2018.    This update looks at the Response, and the safeguards proposed by SGX.  

 

Admission and Related Criteria 
 

A majority of the respondents were supportive of the introduction of the Framework. However, they were against 

setting a minimum market capitalisation for DCS structures, a minimum level of participation by sophisticated 

investors, and the requirement for a “compelling reason” to use the DCS structure as they felt that this was too 

subjective. 

 

Taking into account the feedback received, SGX proposes to introduce the Framework with the following admission 

and other related criteria: 

 

• The default structure for listing will still be a one-share-one-vote structure, and existing companies which 

had listed with a one-share-one-vote structure will not be allowed to convert to a DCS structure post-listing. 

 

• SGX will not prescribe additional admission requirements on DCS structures (as proposed in the February 

2017 consultation) but instead will require the issuer to meet the existing admission requirements under 

Chapter 2 of the Mainboard Rules.  

 

• SGX will not proceed with the “compelling reason” requirement.  Instead, each issuer must establish that 

it is suitable for listing with a DCS structure.  Factors that SGX will take into account will include the 

business model of the company, operating track record, the role and contribution of the intended 

shareholders of multi-votes shares (“MV shares”) to the success of the company, how actively  involved 

they are in the company, participation by sophisticated shareholders and other features of the company 

that might require a DCS structure.  SGX plans to formalise such guidance on the suitability factors at the 

appropriate juncture. 

http://eoasis.rajahtann.com/eoasis/gn/at.asp?pdf=../lu/pdf/2017-02_SGX_Consults_(MGI).pdf&module=LU&topic=LU001105&sec=b
http://eoasis.rajahtann.com/eoasis/gn/at.asp?pdf=../lu/pdf/2017-02_SGX_Consults_(MGI).pdf&module=LU&topic=LU001105&sec=b
http://www.sgx.com/wps/portal/sgxweb/home/regulation/consult_pub/consult_papers
https://www.linkedin.com/company/rajah-&-tann
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• Holders of MV shares must observe a moratorium on the transfer or disposal of their entire shareholdings 

in the issue in respect of their interests in both MV and shares with one vote (“OV shares”) for at least 12 

months after listing. 

 

Safeguards Against Entrenchment Risks 
 

All respondents to the February 2017 consultation were supportive of having safeguards against entrenchment 

risks, but views varied on the various proposals.  

 

Responding to feedback received, SGX is proposing the following safeguards against entrenchment risks: 

 

Maximum voting differential  

 

• Voting rights attaching to MV shares will be capped at a maximum of 10 votes per share, and such voting 

rights must be clearly prescribed in the issuer’s Articles of Association (“Articles”) or other constituent 

documents. This ratio cannot be modified post-listing. 

 

• The issuer must ensure that the voting rights of MV shares are clearly prescribed in its Articles or other 

constituent documents. 

 

Rights of OV shareholders 

 

• OV shareholders holding at least 10% of the total voting rights on a one-vote-one-share basis must be 

able to convene a general meeting.  Such rights must be clearly prescribed in the Articles or other 

constituent documents. 

 

• The numerical threshold of voting control of OV shareholders should be pegged at 10%.  SGX is seeking 

feedback on whether the proposed threshold of 10% should be based on (a) the total voting rights of the 

issuer on a one-share-one-vote basis, or (b) the total voting rights of the issuer (which takes into account 

the number of votes attributable to all MV shares and OV shares). 

 

Restriction on Issuance of MV shares post-listing 

 

• The issuer will not be allowed to issue MV shares post-listing except in the event of a rights issue.  SGX 

is seeking feedback on whether this exception should be extended to bonus issue, scrip dividends and 

subdivision and consolidation of shares which do not raise new funds. 

 

• The issuance of MV shares must be approved by shareholders in a special resolution. 

 

• When undertaking any corporate action, the issuer must ensure that the proportion of the total voting rights 

of MV shares as a class against those of the OV shares after the corporate action will not increase above 

that proportion existing prior to the corporate action. 

 

Automatic conversion of MV shares 

 

• Only a director of an issuer can be the holder of MV shares at IPO, as they are subject to fiduciary duties. 
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• An issuer with a DCS structure must have automatic conversion requirements in its Articles or other 

constituent documents that meet SGX’s criteria, namely: 

 

o if the holder of MV shares sells or transfers any part or all of his interests in respect of his MV 

shares to another party (whether or not for value), such shares will be converted into OV shares 

on a one-for-one basis; 

o If the holder of MV shares ceases to be a director, his MV shares will be converted to OV shares 

on a one-for-one basis;  

o Each deviation of the above is subject to specific shareholders’ approval at a general on the basis 

that one MV share is limited to only one vote (“Enhanced Voting Process”). SGX is seeking 

feedback as to whether the relevant holder of the MV shares, and his associates, should be 

required to abstain from voting on such a resolution. 

o Where any director fails to meet the requirements expected of his office, SGX may exercise its 

powers to object to the appointment of individual directors.  The SGX Disciplinary Commitee will 

also have the power to require the resignation of individual directors.   

 

Safeguards Against Expropriation Risks 
 

Again, all respondents were in principle supportive of safeguards against expropriation risks.   

 

Based on the feedback received, SGX is proposing the following safeguards against expropriation risks: 

 

• A majority of the Audit Committee, Nominating Committee and Remuneration Committee, including the 

Chairmen, must be independent. 

   

• The Enhanced Voting Process will be extended to cover other key matters of the issuer (not only the 

appointment of independent directors). Such matters include changes to the issuer’s Articles or other 

constituent documents, variation of rights of any class of shares, appointment and removal of independent 

directors and auditors, winding up and delisting of the issuer. 

 

In response to feedback received, SGX has stated that the earlier proposed coat-tail provision will be more 

appropriately dealt with in the Singapore Code on Take-overs and Mergers (“Take-over Code”).  SGX has informed 

the Securities Industry Council to consider the implications of a DCS structure in the context of a takeover under 

the Take-over Code. 

 

DCS companies will also be subject to the same proposed independence requirements under the Code of 

Corporate Governance as those for other companies with a one-share-one-vote structure. 

 

Measures to Enhance Clarity to Investors 
 

SGX plans to introduce new rules to require clear disclosure of rights of shareholders and raise awareness of DCS 

structures: 

 

• An issuer with a DCS structure must disclose its DCS structure, holders of MV shares and their respective 

shareholding and voting percentage both at the point of listing and thereafter, on a continuing basis, in its 
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annual report and shareholders’ circulars.  The shareholders’ circulars must also include information on 

the voting rights of each class of shares. 

 

• In addition, such an issuer must, in its prospectus, disclose the risks of DCS structures, rationale for the 

adoption of a DCS structure, matters subject to the Enhanced Voting Process and its implications on OV 

shareholders, and key provisions in the Articles or other constituent documents relating to DCS structures, 

in a prominent manner. 

 

• The issuer is also required to include, on the cover page of the prospectus, and on a continuing basis in 

its announcements, circulars and annual reports, a prominent statement that it is a company with a DCS 

structure. 

 

SGX will also raise awareness of DCS structures by investor education and demarcating clearly on trading screens, 

the securities of issuers with DCS structures. 

 

Concluding Words 
 

If you have any questions on the above, or wish to include your views in our submissions to SGX, please contact 

our team members below who will be happy to assist. 
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Contacts 

   

     

 

Chia Kim Huat 
Regional Head, Corporate & 
Transactional Practice 
 
D +65 6232 0464 
F  +65 6428 2188 
kim.huat.chia@rajahtann.com 
 

 

 

Evelyn Wee 
Deputy Head, Corporate & 
Transactional Practice 
Head, Capital Markets 
 
D +65 6232 0729 
F  +65 6428 2199 
evelyn.wee@rajahtann.com 
 

   

   
 
 

    

Please feel free to also contact Knowledge and Risk Management at eOASIS@rajahtann.com 

 
 

mailto:kim.huat.chia@rajahtann.com
mailto:evelyn.wee@rajahtann.com
mailto:eOASIS@rajahtann.com
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Our Regional Contacts 

  

Rajah & Tann Singapore LLP 

T  +65 6535 3600   

F  +65 6225 9630 

sg.rajahtannasia.com 

 

Christopher & Lee Ong 

T  +60 3 2273 1919    

F  +60 3 2273 8310 

www.christopherleeong.com  

  

 

R&T Sok & Heng Law Office 

T  +855 23 963 112 / 113    

F  +855 23 963 116 

kh.rajahtannasia.com 

 

Rajah & Tann NK Legal Myanmar Company Limited 

T  +95 9 7304 0763 / +95 1 9345 343 / +95 1 9345 346 

F  +95 1 9345 348 

mm.rajahtannasia.com 

  

 

Rajah & Tann Singapore LLP 

Shanghai Representative Office 

T  +86 21 6120 8818    

F  +86 21 6120 8820 

cn.rajahtannasia.com 

Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)  

T  +632 894 0377 to 79 / +632 894 4931 to 32 / +632 552 1977 

F  +632 552 1978 

www.cagatlaw.com 

  

 
Assegaf Hamzah & Partners 

 

Jakarta Office 

T  +62 21 2555 7800    

F  +62 21 2555 7899 

 

Surabaya Office 

T  +62 31 5116 4550    

F  +62 31 5116 4560 

www.ahp.co.id 

 

R&T Asia (Thailand) Limited 

T  +66 2 656 1991    

F  +66 2 656 0833 

th.rajahtannasia.com 

 

Rajah & Tann LCT Lawyers 

 

Ho Chi Minh City Office 

T  +84 28 3821 2382 / +84 28 3821 2673    

F  +84 28 3520 8206 

 

Hanoi Office 

T  +84 24 3267 6127    

F  +84 24 3267 6128 

www.rajahtannlct.com 

 

 

Rajah & Tann (Laos) Sole Co., Ltd. 

T  +856 21 454 239    

F  +856 21 285 261 

la.rajahtannasia.com 

Member firms are constituted and regulated in accordance with local legal requirements and where regulations require, are 

independently owned and managed. Services are provided independently by each Member firm pursuant to the applicable terms 

of engagement between the Member firm and the client. 
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Our Regional Presence 

 
 

Rajah & Tann Singapore LLP is one of the largest full-service law firms in Singapore, providing high quality advice to an impressive list of clients.  
We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical 
yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to 
offer access to excellent legal expertise in more than 100 countries.  
 
Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, 
Malaysia, Myanmar, Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Japan and South Asia.    
 
The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, through 
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly 
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein) 
without the prior written permission of Rajah & Tann Singapore LLP. 
 
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended 
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course 
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your 
specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann Singapore LLP or e-mail Knowledge & Risk 
Management at eOASIS@rajahtann.com. 


