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MAS Issues Revised Code of Corporate 
Governance 

Introduction 
 

In January 2018, the Corporate Governance Council (“Council”) issued a consultation paper to seek 

comments on its recommendations to revise the Code of Corporate Governance (“Code”).  The 

Singapore Exchange (“SGX”) also consulted on proposed amendments to the SGX-ST Listing Rules 

(Main Board) and SGX Listing Rules (Catalist) (collectively, “SGX LR”) arising from the Council’s 

recommendations.  The consultation ended on 15 March 2018. 

 

Taking into account feedback received from the public consultation, the Council submitted its final 

recommendations, along with the proposed revisions to the Code, to the Monetary Authority of 

Singapore (“MAS”).   

 

MAS issued the revised Code and accompanying Practice Guidance on 6 August 2018, accepting all 

the recommendations of the Council. SGX has also reviewed feedback and issued its response on 

amendments to the SGX LR arising from the Council’s recommendations, and will make amendments 

to the SGX LR following the acceptance by the MAS of the Council’s recommendations to amend the 

Code. 

 

The consultation documents and response can be found on the MAS website. 

 

Implementation Timeline 
 

The revised Code will take effect for companies in respect of Annual Reports relating to financial years 

commencing 1 January 2019 onwards.   

 

The amendments to the SGX LR will also take effect on 1 January 2019 except for revisions relating to 

the nine-year tenure for independent directors (“IDs”) and the requirement for IDs to comprise at least 

one-third of the board, which will take effect on 1 January 2022. 

 

Key Features of the revised Code 
 

Structure of Code  

 

The revised Code is intended to be more concise and less prescriptive, so as to encourage thoughtful 

application and a shift away from a box-ticking mindset. 

 

http://www.mas.gov.sg/~/media/MAS/Regulations%20and%20Financial%20Stability/Regulatory%20and%20Supervisory%20Framework/Corporate%20Governance%20of%20Listed%20Companies/Code%20of%20Corporate%20Governance%206%20Aug%202018.pdf
http://www.mas.gov.sg/~/media/MAS/Regulations%20and%20Financial%20Stability/Regulatory%20and%20Supervisory%20Framework/Corporate%20Governance%20of%20Listed%20Companies/Practice%20Guidance%206%20Aug%202018.pdf
http://www.mas.gov.sg/News-and-Publications/Consultation-Paper/2018/Consultation-Paper-on-Recommendations-of-the-Corporate-Governance-Council.aspx
https://www.linkedin.com/company/rajah-&-tann
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The Introduction explains the broad intent of the revised Code and clarifies how companies should apply 

the comply-or-explain regime.  It provides greater clarity on how the revised Code and Practice 

Guidance will apply to companies and incorporates references to the board’s role in establishing 

corporate culture.   

 

The revised Code has also been streamlined to focus on key tenets of corporate governance.  The 

revised Code is just over half the length of the previous Code. 

 

Important requirements or baseline market practices have been shifted to the SGX LR to signal that 

compliance is mandatory.  

 

The revised Code contains core broad Principles, which set out broadly accepted characteristics of good 

corporate governance.  Compliance with Principles is mandatory. 

 

Provisions, which are designed to support compliance with the Principles, replace the Guidelines of 

previous Code, and describe the tenets of good corporate governance.  Variations from Provisions are 

acceptable if companies explicitly state and explain how their practices are consistent with the aim and 

philosophy of the Principle in question. 

 

The accompanying Practice Guidance, which is non-binding, has been introduced to provide guidance 

on compliance with the revised Code and sets out best practices. 

 

Director independence  

 

The revised Code sets out an overarching principle-based definition of director independence.  The 

onus is placed on the Nominating Committee to determine if a director is independent bearing in mind 

this definition and any other salient factors.   

 

Objective and baseline tests relating to employment have been shifted to the SGX LR, to reflect that 

companies should apply these without any exceptions.  

 

Non-binding tests of director independence can be found in the Practice Guidance.  This will provide 

companies with flexibility in applying these tests while adhering to the overarching principle-based test 

in the Code. 

 

The shareholding threshold in relation to determining director independence has been revised 

downwards from 10% to 5%, to align with the definition of “substantial shareholders” in the Companies 

Act and Securities and Futures Act. 
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Board composition and diversity 

 

The current Guideline for one-third of the board to comprise IDs will be shifted from the Code to the 

SGX LR. The revised Code provides that IDs are to comprise a majority of the board (from “at least half” 

in the current Code) where the Chairman is not independent.  

 

A new Provision will be introduced in the revised Code for the board to comprise a majority of non-

executive directors. 

 

The revised Code provides that companies are to disclose their board diversity policy and progress 

made in achieving the board diversity policy (including any objectives set by the companies).  The 

Practice Guidance will contain suggestions for the board diversity policy to include qualitative and 

measurable objectives, where appropriate. 

 

Remuneration 

 

In the revised Code, companies are required to:  

 

(a) disclose the relationship between remuneration and value creation, and  

 

(b) disclose the names and remuneration of employees who are substantial shareholders or 

immediate family of substantial shareholders (in addition to employees who are immediate 

family members of a director or the CEO, as in the current Code), where such remuneration 

exceeds S$100,000 during the year (revised from S$50,000 currently), in bands no wider than 

S$100,000 (revised from S$50,000 currently). 

 

To provide companies with greater guidance on disclosures relating to remuneration, the Practice 

Guidance will set out the key areas to be covered in such disclosures. 

 

Accountability and audit 

 

The revised SGX LR requires companies to establish committees to perform the functions of an Audit 

Committee, Nominating Committee and Remuneration Committee, with clear terms of reference. 

 

Provisions in the revised Code set out the duties of the Audit Committee (“AC”).  

 

The AC will, inter alia, be responsible for reviewing the assurance from the CEO and CFO on the 

financial records and financial statements.  Other duties of the AC include making recommendations to 

the board on the appointment, removal and remuneration of external auditors and reviewing the policy 

and arrangements for concerns about possible improprieties in financial reporting. 

 

The AC will comprise at least three directors, all of whom are non-executive and the majority of whom, 

including the Chairman, are independent.  A former partner or director of the company’s existing auditing 
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firm or auditing corporation should not serve in the AC within two years (instead of the current 12 

months) of the date of ceasing to be a partner or director of the firm, and in any case, for as long as they 

have any financial interest in the auditing firm or auditing corporation. 

 

Stakeholder engagement  

 

A new Principle and accompanying Provisions have been introduced to provide for companies to 

consider and balance the needs and interests of material stakeholders.   

 

Instead of specifying specific stakeholder groups, the Practice Guidance contains recommendations 

that the board should determine the company’s relevant stakeholders and set policies and practices in 

relation to such stakeholders. 

 

Key Features of the revised SGX LR 
 

As mentioned above, important requirements or baseline market practices have been shifted to the SGX 

LR to signal that compliance is mandatory. 

 

Comply-or-explain regime  

 

The SGX LR has been amended to clarify expectations under the comply-or-explain regime. 

 

Rule 710 of the SGX LR will require companies to comply with the Principles in the Code. Companies 

will have to describe their corporate governance practices with reference to both the Principles and the 

Provisions underpinning each Principle.   

 

Variations from the Provisions are acceptable to the extent that companies explicitly state and explain 

how their practices are consistent with the intent of the relevant Principle. 

 

Board composition 

 

IDs are to make up at least one-third of the board. A three-year transition period will be provided for 

companies to adjust to this new requirement. 

 

After this requirement takes effect, if an ID retires or resigns, and the issuer is unable to meet the new 

requirement, the issuer should endeavour to fill the vacancy within two months and in any case no later 

than three months. 

 

Appointment of independent directors 

 

In the revised SGX LR, the term of an ID will be limited to nine years. 
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The appointment of IDs who have served beyond nine years will be subject to a two-tier vote to be 

approved by the majority of (i) all shareholders; and (ii) all shareholders excluding shareholders who 

also serve as directors or the CEO (and their associates).  The resolutions to approve the continued 

appointment of IDs beyond nine years may remain in force until the retirement or resignation of the 

director or the conclusion of the third annual general meeting of the issuer following the passing of the 

resolutions.  

 

A director will not be independent if he is employed by the issuer or any of its related corporations for 

the current or any of the past three financial years or if he has an immediate family member so employed, 

and whose remuneration is determined by the Remuneration Committee of the issuer. 

 

The shareholding threshold in relation to determining director independence will be revised downwards 

from 10% to 5% in the revised Code, to align with the definition of “substantial shareholders” in the 

Companies Act and Securities and Futures Act. 

 

Re-nomination and re-appointment of directors at least once every three years 

 

All directors of the issuer (including managing directors) must submit themselves for re-nomination and 

re-appointment at least once every three years. 

 

Disclosure of relationship between Chairman and CEO 

 

Companies will be required to disclose the relationship between the Chairman and CEO if they are 

immediate family members.  SGX will apply the existing definition of “immediate family” within the SGX 

LR. 

 

Internal controls and risk management 

 

The revised SGX LR provides that the board must comment on the adequacy and effectiveness of the 

issuer’s internal controls (including financial, operational, compliance and information technology 

controls) and risk management systems.  

 

Where material weaknesses are identified, these must be disclosed together with the steps taken to 

address them. The disclosures on material weaknesses are required to be provided in the prospectus, 

offering memorandum, introductory document and annual report. 

 

Internal audit 

 

The revised SGX LR provides that the issuer must establish and maintain on an ongoing basis, an 

effective internal audit function that is adequately resourced and independent of the activities it audits. 
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Disclosure on reasons for not paying dividends 

 

The revised SGX LR requires the issuer to disclose reasons where directors decide not to declare or 

recommend a dividend. 

 

Training for first-time directors 

 

SGX will publish a Practice Note setting out training requirements for first-time directors.   

 

The Nominating Committee and the board will be responsible for assessing the suitability of a director 

upon appointment and an on on-going basis.  If they assess that a director has relevant experience, and 

need not receive training, they will need to disclose these reasons at the appointment of the director. 

 

Establishment of a Corporate Governance Advisory Committee  
 

A standing industry-led Corporate Governance Advisory Committee (“CGAC”) to promote good 

corporate governance practices will be established.  The CGAC will comprise senior practitioners with 

experience as board Chairmen or directors, corporate governance experts and representatives from 

diverse stakeholder groups.   

 

As a body with advocacy and advisory functions, the CGAC will work closely with regulators to uphold 

corporate governance standards.  Enforcement powers for any breach of the SGX LR or laws will 

continue to rest with SGX and other regulators. 

 

MAS expects to establish the CGAC by end 2018. 

 

Concluding Words 
 

If you have any queries on the above or wish to discuss what steps you can take to ensure compliance 

with the revised Code and the SGX LR, please feel free to contact our team 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 
 

 

 

Abdul Jabbar Bin Karam Din 
Head, Corporate and 
Transactional Practice 
 
D (65) 6232 0465 
F (65) 6428 2191 
abdul.jabbar@rajahtann.com 
 

   

   

 

Evelyn Wee 
Deputy Head, Corporate & 
Transactional Practice 
Head, Capital Markets 
 
D +65 6232 0724 
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:abdul.jabbar@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. 


