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Public Consultation on Revisions to the 

Code of Corporate Governance and SGX 

Listing Rules  

Introduction 
 

The Corporate Governance Council (“CGC”) has proposed amendments to the Code of Corporate Governance 

(“Code”) in a Consultation Paper published on 16 January 2018. As a result of the recommendations made by the 

CGC, the Singapore Exchange Limited (“SGX”) has also proposed amendments to the SGX Listing Rules (“SGX 

LR”), as set out in the Consultation Paper. These amendments aim to tweak and tighten existing rules so as to 

improve the corporate governance practices of companies listed in Singapore. The question is have we gone far 

enough? The CGC and the SGX have invited interested parties to submit their views on the amendments by 15 

March 2018. This Update provides a summary of the key changes proposed in the Consultation Paper. 

 

Background 
 

It is mandatory for companies listed in Singapore to comply with the SGX LR. The Code on the other hand applies 

to listed companies on a comply-or-explain basis. This means that while compliance with the Code is not mandatory, 

listed companies are required to disclose and explain any deviations from any guidelines of the Code. This is 

provided for in the SGX LR.  

 

Given that both the SGX LR and the Code apply to listed companies, a key focus of the proposed amendments is 

to ensure consistency between them. In particular, the CGC noted that some guidelines in the Code replicate those 

in the SGX LR, thereby causing confusion and non-compliance with the SGX LR. To address this issue, the CGC 

proposed deleting guidelines from the Code that are replicated in the SGX LR. Furthermore, the CGC proposed to 

shift certain guidelines in the current Code to the SGX LR, thus requiring mandatory compliance.  

 

The Code was last updated more than 5 years ago, in May 2012. These changes took effect on 1 November 2012, 

with some of the changes relating to board independence and composition taking effect only on 1 May 2016.  The 

CGC has yet to announce when the proposed changes will take effect following the closing of the consultation.  

 

Compliance with the Code 
 

Under the proposed amendments to the SGX LR, compliance with the Core Principles in the Code will be mandatory 

and companies are to describe their corporate governance practices with reference to both the Principles and 

Provisions underpinning the Code. This does not mean that the Code no longer applies on a comply-or-explain 

basis, but rather that companies may no longer be able to give box-ticking and boilerplate disclosures. 
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Key Amendments to the Code 
 

As mentioned above, the proposed amendments to the Code include shifting some of the current guidelines under 

the Code to the SGX LR, which will be discussed further under the amendments to the SGX LR. In this section, we 

set out some of the key changes proposed to the Code itself.  

 

Audit Committee 

 

The key proposed changes in relation to Audit Committees are as follows: 

 

(a) The duties of the Audit Committee will include reviewing the assurance from the Chief Executive Officer and 

the Chief Financial Officer on the financial records and financial statements. This amendment expands the 

scope of the duties of the Audit Committee in the Code. 

 

(b) A former partner or director of the company’s existing auditing firm should not serve in the Audit Committee 

within 2 years of the date of ceasing to be a partner or director of the firm. Currently, the requisite cooling 

off period is 12 months. 

 

Whilst the changes seem to put a greater onus on the Audit Committee, arguably, this was a role that it already 

indirectly performed historically. The Audit Committee had to review the financial statements of the company, raise 

questions on the financial statements and ensure that the financial statements accurately reflect the financial 

position of the company. 

 

Board Diversity 

 

Under the proposed amendments to the Code, the Board and Board committees are to comprise directors of 

different ages. This is an aspect of Board diversity that is not currently prescribed by the Code.  Furthermore, the 

CGC recommends the disclosure of Board diversity policies and progress made in achieving the policies by 

companies. Hence, companies are encouraged to develop a Board diversity policy to achieve diversity within the 

Board. 

 

Board Independence 

 

With regard to Board independence, the key changes proposed by the CGC are as follows: 

 

(a) Independent directors are to make up the majority of the Board where the Chairman is not independent. 

Currently, the Code prescribes that independent directors should make up at least half of the Board when 

the Chairman is not independent. This means that companies may have to restructure their Boards to comply 

with the new requirement. Alternatively, companies may consider appointing an independent Chairman so 

that they only have to meet the baseline requirement of having independent directors make up at least one-

third of the Board. 

 

(b) A director is only to be considered independent if he is “independent in conduct, character and judgement, 

and has no relationship with the company, its related corporations, its substantial shareholders or its officers 

that could interfere, or be reasonably perceived to interfere, with the exercise of the director's independent 

business judgement in the best interests of the company”. The need for an independent director to be 
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“independent in conduct, character and judgement”, a new addition to the definition of an independent 

director, means that companies can no longer adopt a checklist mind-set in assessing the independence of 

directors. Instead, a more nuanced analysis has to be undertaken. In this regard, the amended Code does 

not provide further guidance to the Nominating Committee (which has oversight of assessing the 

independence of directors on an annual basis) on how to determine whether a director is independent in 

conduct, character and judgment. 

 

(c) The votes of non-controlling shareholders in the appointment and re-appointment of independent directors, 

who served on the Board for less than nine years, are to be separately disclosed. This is a new addition to 

the Code which aims to strengthen the credibility of independent directors and encourage their engagement 

with non-controlling shareholders. The proposed amendment requires companies to distinguish votes of 

non-controlling shareholders from votes of controlling shareholders. This may be operationally cumbersome 

given that controlling shareholders may vote through proxies. Therefore, companies may have to change 

their voting processes to comply with the new requirement. However, the requirement for disclosure does 

not, in practice, affect the appointment of an independent director, even if such appointment is not supported 

by the non-controlling shareholders. 

 

Conflicts of Interest 

 

The CGC recommended that the Code be amended to require directors with conflicts of interest to abstain from 

attending meetings and making decisions involving the issues of conflict. The current Code does not require 

directors to do so. This is a good practice for directors to avoid getting into situations of conflict, but it means that 

directors will have to be more vigilant as to any conflict of interest that may arise. 

 

Engagement with Shareholders & Other Stakeholders  

 

The CGC noted that the current Code does not provide for a company’s engagement with stakeholders (such as 

employees, customers, suppliers, creditors, regulators, and the broader community) other than shareholders. To 

address this gap, the CGC proposed the following amendments to the Code: 

 

(a) The company should put in place processes to identify its important groups of stakeholders and to manage 

relationships with such stakeholders; 

 

(b) The primary areas of focus with regard to the management of stakeholder relationships are to be disclosed 

by the company during the reporting period; and 

 

(c) The company should have an updated corporate website that enables stakeholders to keep abreast of 

important updates in a timely manner. 

 

The aforesaid amendments reflect the need for greater accountability and transparency by a listed company, not 

just to shareholders but also to its stakeholders. With information made available to a wider group of stakeholders, 

companies will potentially be placed under greater scrutiny and this makes it even more important to have good 

corporate governance.  
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Remuneration 

 

Under the proposed amendments to the Code, a company is to disclose the names and remuneration of employees, 

in bands no wider than S$100,000, who are substantial shareholders or who are immediate family members of 

substantial shareholders and whose remuneration exceeds $100,000. Previously only the remuneration of 

employees who are immediate family members of a director or the CEO and whose remuneration exceeded 

S$50,000 during the year, had to be disclosed. This new addition to the Code requires companies to have greater 

transparency in terms of remuneration policies. 

 

Key Amendments to the SGX LR 
 

Board Independence 

 

The key changes to the SGX LR relating to Board independence are as follows: 

 

(a) Independent directors are to make up at least one-third of the Board. This is currently a guideline under the 

Code. However, the Consultation Paper proposes to shift this guideline to the SGX LR. This means that the 

one-third guideline would transform into a mandatory requirement if the proposed amendments are 

approved. Companies which have not been complying with the guideline (according to the CGC such 

companies only make up 4% of SGX-listed companies) may thus have to restructure their Boards to comply 

with the rule. 

 

(b) The term of an independent director is to be limited to 9 years. This proposed amendment aims to ensure 

greater Board independence given that a director’s independence may be compromised after a long period 

of familiarity with the management of the company. The Consultation Paper suggests two options to 

implement the proposed amendment. Under the first option, the nine-year rule will be incorporated in the 

SGX LR as a hard limit. This will be similar to the requirement that MAS imposes on Singapore-incorporated 

banks and insurers. Under the second option, independent directors will be able to serve for more than nine 

years if their continued appointment is approved by the majority of all shareholders and the majority of non-

controlling shareholders in separate resolutions. The implementation of either option will require many 

companies to replace their Board members. As highlighted in the Consultation Paper, almost 30% of 

independent directors serve over nine years. Helpfully, the CGC has indicated that a transition period of 

three years will be provided for companies to source for new independent directors. Nevertheless, 

companies should begin to identify the Board members affected by the proposed amendments and consider 

future plans in order to comply with them. 

 

(c) A director will not be considered independent if he or his immediate family member controls 5% or more of 

the company’s shares. The current Code sets the threshold at 10%. However, the Consultation Paper 

proposes to shift this guideline to the SGX LR and to lower the threshold to 5%. In light of this proposed 

amendment, companies should reassess the independence of Board members and appoint more 

independent directors if necessary.  

 

Internal Controls 

 

Under the proposed amendments to the SGX LR, where weaknesses in the effectiveness of internal controls are 

identified by the Board or the Audit Committee, such weaknesses and the steps taken to address them are to be 
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disclosed in the company’s Annual Report. Currently, all the Board and the Audit Committee has to do is comment 

on the adequacy and effectiveness of internal controls, but with the proposed amendment, they will have to take 

affirmative steps to identify any gaps in the internal controls and come up with solutions to address these gaps.  

 

Training for First Time Directors 

 

The SGX proposes to amend the SGX LR to require first time directors to undergo training in the roles and 

responsibilities of a director. This new addition to the SGX LR aims to impose minimum standards of quality on all 

directors, given the important roles that directors play in the management of the affairs of companies. With this new 

requirement, listed companies will need to conduct trainings on directors’ roles and responsibilities for their directors 

who have not had any prior experience as a director of other listed companies. 

 

Corporate Governance Advisory Committee  
 

The CGC also recommended the establishment of an industry-led Corporate Governance Advisory Committee 

(“CGAC”). The CGAC will not have any formal regulatory powers but will act as an advisory body. The functions 

that the CGAC are expected to perform include issuing a Practice Guidance to clarify the Code and monitoring the 

quality of listed companies’ corporate governance disclosures. 

 

Concluding Words 
 

The changes proposed in the Consultation Paper are timely given that the Code was last revised more than 5 years 

ago. The proposed amendments are expected to enhance the corporate governance standards of companies listed 

in Singapore and maintain investor confidence in Singapore’s capital markets.  

 

As highlighted above, many of the changes proposed would require companies to amend their existing policies 

and, in particular, reassess the independence of their Board and adjust their Board compositions to comply with the 

new requirements under the Code and the SGX LR. This is likely to require significant time and effort. To better 

prepare for the upcoming changes, we recommend that companies plan ahead and start to revisit and amend their 

corporate governance policies accordingly. 

 

Listed companies should review the proposed changes to the Code and the SGX LR very carefully, and consider 

responding to the current consultation process, which closes on 15 March 2018. 

 

For further enquiries or discussions, including queries relating to good governance practices, please feel free to 

contact our team below.  
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Contacts 

 

 

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

 

   

     

 
 

Kala Anandarajah 
Partner 
Head, Competition & Antitrust and 
Trade  
Employment & Benefits 
 
D +65 6232 0111 
F +65 6428 2192 
kala.anandarajah@rajahtann.com 
 

 

 
 

Dominique Lombardi 
Partner (Foreign Lawyer) 
Competition & Antitrust and Trade 
 
D +65 6232 0104 
F +65 6428 2257 
dominique.lombardi@rajahtann.com 
 

   

   

 
 

Tanya Tang 
Partner 
(Chief Economic and Policy 
Advisor) 
Competition & Antitrust and Trade  
 
D +65 6232 0298 
F +65 6225 0747 
tanya.tang@rajahtann.com 
 

 Joshua Seet 
Senior Associate 
Competition & Antitrust and Trade  
 
D (65) 6232 0959 
F (65) 6428 3477 
joshua.seet@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. 


