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SIC Consults on Amendments to Clarify 
Application of Take-Over Code to 
Companies With Dual Class Share 
Structures 

Introduction 
 

On 26 June 2018, the Singapore Exchange (“SGX”) announced a new listing framework (“Framework”) 

for issuers with dual class share (“DCS”) structures. 

 

A DCS structure typically gives certain shareholders voting rights disproportionate to their 

shareholdings. Shares in one class carry one vote per share (“OV shares”) while shares in another 

carry multiple votes per share (“MV shares”). This will allow owners of the company to have voting 

control without the corresponding financial investment risk. The voting rights attached to MV shares of 

a company with such a DCS structure is limited to 10 votes per share under the Framework. Read more 

about the earlier consultations on the Framework in our client updates. The full consultation documents 

and responses can be found on the SGX website.  

 

The introduction of the Framework has implications on the requirements of the Singapore Code on Take-

overs and Mergers (“Code”), in particular, the thresholds for triggering a mandatory offer, and what the 

ratio of offer values between MV shares and OV shares should be in the event of a take-over or merger 

transaction. 

 

The Securities Industry Council (“SIC”) is therefore consulting on proposed amendments to the Code to 

take into account the introduction of the Framework. All comments should reach the SIC by 17 August 

2018. 

 

Triggering the Threshold for a Mandatory Offer  
 

The Framework lists certain events that will trigger an automatic conversion of the MV shares to OV 

shares. MV shares may be held by a person, or by a group of persons or an entity (the “permitted 

holder group”) that the company specifies upfront.  

 

 

 

 

 

https://eoasis.rajahtann.com/eoasis/gn/at.asp?pdf=../lu/pdf/2017-02_SGX_Consults_(MGI).pdf&module=LU&topic=LU001105&sec=b
https://eoasis.rajahtann.com/eoasis/gn/at.asp?pdf=../lu/pdf/2018-04-SGX_to_Allow_Dual_Class_Listingsv2.pdf&module=LU&topic=LU001209&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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Upon the occurrence of any of the following events, MV shares would be automatically converted into 

OV shares:  

 

(a) if the holder of MV shares sells or transfers part or all of his MV shares to any person, whether 

or not for value. In the case of a permitted holder group, auto-conversion will only occur if the 

holder of MV shares sells or transfers part or all of his MV shares to persons outside the 

permitted holder group; or  

 

(b) if the holder of MV shares ceases to be a director, whether through death, incapacity, retirement, 

resignation or otherwise. In the case of a permitted holder group, auto-conversion will only occur 

if the permitted holder group fails to appoint a new responsible director to replace the director 

who has departed. 

 

In addition to automatic conversion, holders of MV shares can also seek to convert their MV shares to 

OV shares or reduce the number of voting rights attached each MV share (e.g. from 10 votes per MV 

share to 5 votes per MV share). 

 

The above may result in a shareholder or group of shareholders acting in concert (“Triggering 

Shareholder”) being required to make a mandatory offer under the Code, if his voting rights increase 

beyond the mandatory offer thresholds in the Code1. 

 

(i) Where Triggering Shareholder is independent of the conversion or reduction 

 

Where the Triggering Shareholder is independent of the conversion or reduction, the SIC proposes 

that the obligation to make a general offer under Rule 14 of the Code be waived.  

 

This is consistent with the SIC’s current approach to share buyback cases, where a shareholder, who 

is not acting in concert with the directors of the company, and is therefore independent of any board 

decision to buyback shares, need not make a general offer in the event he acquires or consolidates 

effective control as a result of the share buyback. 

 

(ii) Where Triggering Shareholder is not independent of the conversion or reduction 

 

Where the Triggering Shareholder is not independent of the conversion or reduction, the SIC proposes 

to require such Triggering Shareholder to make a general offer under Rule 14 within 6 months of the 

date of such conversion or reduction.  

 

The SIC also proposes that the requirement to make a mandatory offer be waived, if such Triggering 

Shareholder reduces his voting rights to below the mandatory thresholds within 6 months of the date of 

                                                                    
1 Rule 14.1 of the Code requires a person who acquires shares which carry 30% or more of the voting rights of a 
company or a person who, if he and parties acting in concert with him in aggregate hold between 30 and 50% of 
the voting rights of a company, acquires more than 1% of the voting rights in any period of 6 months, to make a 
general offer for the remaining voting rights in the company. 
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conversion or reduction, or obtains the approval of independent shareholders to waive their right to a 

mandatory offer either before or within three months of the date of the conversion or reduction.  

 

The proposals in (i) and (ii) are subject to the Triggering Shareholder not acquiring additional voting 

rights in the company or exercising voting rights which are above the relevant mandatory threshold in 

the interim, starting from the time the Triggering Shareholder is first aware of the conversion or reduction, 

and are set out in a new Note 18 on Rule 14.1, which the SIC is seeking feedback on. 

 

Offer Price for OV shares 

 

Where the Triggering Shareholder decides or has to make a mandatory offer but has not purchased any 

OV shares in the previous 6 months, the SIC proposes that the minimum offer price for OV shares be 

the simple average of the daily volume weighted average traded prices of the company on either of the 

latest 20 trading days or whatever number of trading days within the 30 calendar days prior to the date 

of conversion or reduction, in line with current rules in the Code where the offeror has not purchased 

shares in the last 6 months in the case of triggering a mandatory offer as a result of pro-rata distribution 

of voting rights in a downstream company by an upstream company to its shareholders (Note 4 on Rule 

14.3) as well as the chain principle (Note 3 on Rule 14.3). 

 

The SIC is, in this connection, seeking feedback on a new Note 8 to Rule 14.3. 

 

Comparable Offers for Share Classes that only Differ in Voting 

Rights 
 

Rule 18 elaborates on how fairness can be achieved between different classes of equity, in particular, 

in a take-over or merger transaction. Rule 18 of the Code provides that “[w]here a company has more 

than one class of equity share capital, a comparable offer must be made for each class; the Council 

should be consulted in advance in such cases.”  

 

To ensure comparability between MV shares and OV shares, and to provide certainty to market 

participants, the SIC is proposing to adopt the approach taken by Sweden and Toronto (both of which 

have DCS companies), which is that the value of consideration offered must be the same for all classes 

of shares in the case where (a) not all classes of shares are traded and (b) the different classes of 

shares differ only in terms in of the voting rights carried by the shares. This approach will also induce 

holders of MV shares to take into account the interests of the holders of OV shares by ensuring that any 

premium paid for MV shares is paid for OV shares. 

 

The SIC is proposing amendments to Note 1 on Rule 18 to reflect the above. 
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Concluding Words 
 

The SIC’s consultation paper, as well as the issues that it is seeking feedback on, can be accessed at 

this link. 

 

If you have any questions on the above, or wish to make any submissions to the SIC, please contact 

our team members below who will be happy to assist. 
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F  +84 28 3520 8206 
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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. 


