
Amendments to the Practice Guidance of the Code of Corporate Guidance endorsed by the 

Corporate Governance Advisory Committee 

 

For clarification purposes, the Corporate Governance Advisory Committee (CGAC) has endorsed the 

following amendments to the Practice Guidance of the Code of Corporate Governance (Practice 

Guidance): 

 

1. Practice Guidance 1: Amended to correct a typographical error.  

 

2. Practice Guidance 2: Amended to reinstate the footnote that was present in the 2012 Code of 

Corporate Governance but not included in the 2018 Code of Corporate Governance. 

 

3. Practice Guidance 8: 

 

a. Paragraph 1 is amended to clarify that disclosure should be based on the remuneration 

accrued for the financial year reported on. 

 

b. Paragraph 5 is amended to clarify that it is acceptable for the company to make disclosure 

in respect of less than five key management personnel, with the appropriate explanation. 

 

Please refer to the changes to the Practice Guidance in the Appendix. 

  

-End- 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Appendix 

Legend: Insertions are underlined. 

 

Practice Guidance 1: Board Roles and Director Duties 

 

Board’s Role  

 

The Board’s role is to:  

(a) provide entrepreneurial leadership, and set strategic objectives, which should include appropriate 

focus on value creation, innovation and sustainability;  

(b) ensure that the necessary resources are in place for the company to meet its strategic objectives; 

(c) establish and maintain a sound risk management framework to effectively monitor and manage 

risks, and to achieve an appropriate balance between risks and company performance; 

(d) constructively challenge Management and review its performance;  

(e) instil an ethical corporate culture and ensure that the company’s values, standards, policies and 

practices are consistent with the culture; and 

(f) ensure transparency and accountability to key stakeholder groups. 

 

 

Scope of Director Duties 

 

Directors should be aware of their duties at law, which includes acting in good faith and the best interests 

of the company; exercising due care, skills and diligence; and avoiding conflicts of interest. Directors 

should also put in place policies, structures and mechanisms to ensure compliance with legislative and 

regulatory requirements, establish appropriate tone-at-the-top, desired organisational culture and 

standards of ethical behaviour. 

 

While the duties imposed by law are the same for all directors, a listed Board will generally have 

different classes of directors (executive, non-executive and independent directors) with different roles:   

 

 Executive Directors (EDs) are usually members of senior management, and involved in the 

day-to-day running of the business. Executive directors are expected to: 

(a) provide insights on the company’s day-to-day operations, as appropriate; 

(b) provide Management’s views without undermining management accountability to the 

Board; and 

(c) collaborate closely with non-executive directors for the long term success of the 

company.  

 

 Non-Executive Directors (NEDs) are not part of Management. They are not employees of the 

company and do not participate in the company’s day-to-day management. NEDs are expected 

to:  

(a) be familiar with the business and stay informed of the activities of the company; 

(b) constructively challenge Management and help develop proposals on strategy;  

(c) review the performance of Management in meeting agreed goals and objectives; and 

(d) participate in decisions on the appointment, assessment and remuneration of the 

executive directors and key management personnel generally. 

 

 Independent Directors (IDs) are NEDs who are deemed independent by the Board (see 

Provision 2.1 and Practice Guidance 2 on criteria for director independence). IDs have the duties 

of the NEDs, and additionally provide an independent and objective check on Management. In 

certain cases, the SGX Listing Rules require IDs to make certain decisions and determinations. 

However, IDs should avoid focusing solely on the duties relating to compliance with rules. As 



with all directors, they are to act in the best interests of the company as a whole and not of any 

particular group of shareholders or stakeholders.  

 

Conflicts of Interest 

 

The Board should have clear policies and procedures for dealing with conflicts of interest. Where the 

director faces a conflict of interest, he or she should disclose this and recuse himself or herself from 

meetings and decisions involving the issue. For instance, if the Chairman of the Board (Chairman) is a 

member of the Nominating Committee (NC), he or she may face a conflict of interest on discussions 

relating to the succession of the Chairman and should thus recuse himself or herself from such 

discussions after providing his or her input to the NC on other matters. 

 

Director Competencies  

 

There should be formal communication from the company to each of the directors on their appointment 

and their roles, duties, obligations and responsibilities, and the expectations of the company. This 

includes each director developing his or her competencies to effectively discharge his or her duties.  

 

To ensure that directors have the opportunities to develop their skills and knowledge, the Board should 

develop a policy and criteria for directors’ development. The Chairman and the NC Chairman should 

jointly and regularly review and agree with each director his or her training and professional 

development needs.  

 

Board Organisation and Support 

 

The Board may form board committees, and decide the scope and the matters delegated to the board 

committees. Generally, all important decisions should be made at the Board level.  

 

If the Board chooses to form an executive committee (EXCO) and delegate certain matters for the 

EXCO to decide, it is responsible for understanding the EXCO’s discussions and endorsing the EXCO’s 

decisions.  

 

Management provides the Board with information for its meetings and decision making, including board 

papers and supporting information. In respect of budgets, any material variance between the projections 

and actual results should also be disclosed and explained. 

 

Relying purely on what is volunteered by Management is unlikely to be enough in all circumstances 

and further enquiries may be required if the director is to fulfil his or her duties properly. Directors are 

entitled to request from Management and should be provided with such additional information as needed 

to make informed decisions. Management should provide the information in a timely manner. 

  

The Board should be supported by the company secretary, whole whose role should be clearly defined. 

The company secretary's responsibilities include advising the Board on corporate and administrative 

matters, as well as facilitating orientation and assisting with professional development as required. The 

company secretary should attend all board meetings.  

 

 

 

 

 

 

 

 

 

 



Practice Guidance 2: Board Composition and Guidance 

 

Director Independence  

 

There should be a strong and independent element on the Board.  

 

An independent director (ID) should have no relationship (whether familial, business, financial, 

employment, or otherwise) with the company, its related corporations, substantial shareholders1 or 

officers, which could interfere or be perceived to interfere with the director’s independent judgment.  

 

Rule 210(5)(d) of the SGX Listing Rules (Mainboard) / Rule 406(3)(d) of the SGX Listing Rules 

(Catalist) sets out the following specific circumstances in which a director should be deemed to be non-

independent:  

 

(a) a director who is being employed by the company or any of its related corporations for the current 

or any of the past three financial years;  

 

(b) a director who has an immediate family member who is, or has been in any of the past three financial 

years, employed by the company or any of its related corporations and whose remuneration is 

determined by the Remuneration Committee (RC);  

 

(c) a director who has been a director on the Board for an aggregate period of more than nine years 

(whether before or after listing) and whose continued appointment as an independent director has 

not been sought and approved in separate resolutions by (i) all shareholders and (ii) all shareholders 

excluding shareholders who also serve as the directors or chief executive officer (and their 

associates).  

 

In addition to these, the Nominating Committee (NC) and Board should consider the following 

circumstances in which a director should also be deemed to be non-independent:  

 

(a) a director, or a director whose immediate family member, in the current or immediate past financial 

year, provided to or received from the company or any of its subsidiaries any significant payments 

or material services (which may include auditing, banking, consulting and legal services), other 

than compensation for board service. The amount and nature of the service, and whether it is 

provided on a one-off or recurring basis, are relevant in determining whether the service provided 

is material. As a guide, payments aggregated over any financial year in excess of S$50,000 should 

generally be deemed significant;  

 

(b) a director, or a director whose immediate family member, in the current or immediate past financial 

year, is or was, a substantial shareholder or a partner in (with 5% or more stake), or an executive 

officer of, or a director of, any organisation which provided to or received from the company or any 

of its subsidiaries any significant payments or material services (which may include auditing, 

banking, consulting and legal services). The amount and nature of the service, and whether it is 

provided on a one-off or recurring basis, are relevant in determining whether the service provided 

is material. As a guide, payments2 aggregated over any financial year in excess of S$200,000 should 

generally be deemed significant irrespective of whether they constitute a significant portion of the 

revenue of the organisation in question; or 

  

                                                           
1 A “substantial shareholder” is a shareholder who has an interest or interests in one or more voting shares (excluding treasury shares) in the 
company and the total votes attached to that share, or those shares, is not less than 5% of the total votes attached to all voting shares (excluding 

treasury shares) in the company, in line with the definition set out in section 2 of the Securities and Futures Act (Chapter 289) of Singapore. 
2 Payments for transactions involving standard services with published rates or routine and retail transactions and relationships (for instance 
credit card or bank or brokerage or mortgage or insurance accounts or transactions) will not be taken into account, unless special or favourable 

treatment is accorded. 



(c) a director who is or has been directly associated3 with a substantial shareholder of the company, in 

the current or immediate past financial year.  

 

The above examples are not exhaustive and the NC and Board should determine whether there is any 

circumstance or relationship which might impact a director’s independence, or the perception of his or 

her independence. Other than the circumstances set out in the SGX Listing Rules, these examples are 

meant to illustrate situations of likely non-independence and the NC and Board can still consider a 

director to be independent notwithstanding the existence of any of the above-mentioned situations. 

However, if the Board, having taking into account the view of the NC, does so, it has to fully disclose 

the nature of the director’s relationship, and why the Board has determined the director to be 

independent. 

 

Proportion of Non-Executive Directors  

 

A key duty of the Board is to set objectives and goals for Management, monitor the results, and assess 

and remunerate Management on its performance. Executive directors who are part of Management may 

face conflicts of interest in these areas. To avoid undue influence of Management over the Board and 

ensure that appropriate checks and balances are in place, non-executive directors should comprise at 

least a majority of the Board. 

 

Role of the Lead Independent Director  

 

The lead independent director (Lead ID) plays an additional facilitative role within the Board, and where 

necessary, he or she may also facilitate communication between the Board and shareholders or other 

stakeholders of the company. The company should clearly communicate to shareholders and other 

stakeholders on how the Lead ID can be contacted.  

 

The role of the Lead ID may include chairing Board meetings in the absence of the Chairman, working 

with the Chairman in leading the Board, and providing a channel to non-executive directors for 

confidential discussions on any concerns and to resolve conflicts of interest as and when necessary. In 

addition, the Lead ID may also help the NC conduct annual performance evaluation and develop 

succession plans for the Chairman and CEO and help the RC design and assess the Chairman’s 

remuneration. 

 

Board Diversity Policy  

 

The Board is responsible for setting the board diversity policy, including qualitative and measurable 

quantitative objectives (where appropriate). It may charge an appropriate committee (such as the NC) 

with the task of setting these objectives for achieving board diversity, and reviewing the company’s 

progress towards achieving these objectives. 

 

 

 

 

 

 

 

 

 

 

 

                                                           
3 A director is considered “directly associated” with a substantial shareholder when he is accustomed or under the obligation, whether formal 

or informal, to act in accordance with the directions, instructions or wishes of the substantial shareholder in relation to the corporate affairs of 
the company. A director will not be considered “directly associated” with a substantial shareholder by reason only of his or her appointment 

having been proposed by that substantial shareholder.  



Practice Guidance 8: Disclosure on Remuneration 

 

A company’s annual remuneration report should form part of, or be annexed to, the company’s annual 

report. It should be the main means through which the company reports to shareholders on all forms of 

remuneration and other payments and benefits, for directors and key management personnel (KMP), 

from itself and its subsidiaries., in respect of the financial year reported on. Companies should make 

the disclosure regardless of whether shareholder approval has been obtained.  

 

Remuneration disclosures for individual directors and the Chief Executive Officer (CEO) should 

specify the names, amounts and breakdown of remuneration.  

 

Remuneration disclosures for at least the top five KMP (who are not directors or the CEO) should 

specify the names, amounts and breakdown of remuneration in bands no wider than S$250,000 (refer 

to illustrative examples below).  

 

A breakdown (in percentage terms) of the remuneration earned by each director, the CEO and each of 

at least the top five KMP (who are not directors or the CEO) should include base/fixed salary, variable 

or performance-related income/bonuses, benefits in kind, stock options granted, share-based incentives 

and awards, and other long-term incentives. The disclosures on employee share schemes should cover 

the important terms such as the potential size of grants, methodology of valuing stock options, exercise 

price of options that were granted as well as outstanding, whether the exercise price was at the market 

or otherwise on the date of grant, market price on the date of exercise, the vesting schedule, and the 

justifications for the terms adopted.  

  

In addition to the disclosure in aggregate of the total remuneration paid to at least the top five KMP 

(who are not directors or the CEO), the aggregate amount of any termination, retirement and post-

employment benefits that may be granted to directors, the CEO and at least the top five KMP (who are 

not directors or the CEO) should be separately disclosed. In the case of a company with less than five 

KMP (who are not directors or the CEO), it is acceptable for the company to make the disclosure in 

respect of all KMP, with the appropriate explanation. 

  

For administrative convenience, the company may round off the disclosed figures to the nearest 

thousand dollars. The disclosure of remuneration may be in bands no wider than S$250,000 for at least 

top five KMPs; and no wider than S$100,000 for employees who are substantial shareholders, or are 

immediate family members of a director, the CEO or a substantial shareholder.  

  

Illustrative Examples of Banding:  
 

A company has five KMP: V, W, X, Y and Z. The KMPs’ remuneration are as follows:  V is paid 

S$300,000; W is paid SS300,000; X is paid S$540,000; Y is paid S$650,000; and Z is paid S$1,005,000.   

  

Applicable bands   Top 5 KMP  

≥S$1,000,001 – S$1,250,000  Z  

≥S$500,001 – S$750,000  X, Y  

≥S$250,000 – S$500,000  V, W  

  

Disclosure of Relationships between Remuneration, Performance and Value Creation  

 

To facilitate better understanding of the relationships between remuneration, performance and value 

creation, companies should adopt and disclose the following information:  

 

 the company’s definition of value creation for its stakeholders (including shareholders and other 

material stakeholders) and how it is measured;  



 

 the process for formulating the remuneration policies, including the governance of the process;  

 

 the way that remuneration is designed to drive corporate performance, including a description 

of why the indicators chosen are relevant to the company in the context of their strategy, or 

their desire to create value and generate shareholder returns;  

 

 the way that remuneration is used to manage risk (e.g. remuneration that does not generate 

excessive risk taking and envisages reductions to remuneration for exceeding agreed risk limits);  

 

 the way that performance is measured, including the types of financial and nonfinancial metrics 

adopted (e.g. Earnings Per Share (EPS), Total Shareholder Returns (TSR), Return On Equity 

(ROE), customer metrics, operational metrics, safety metrics);  

 

 the way that personal performance is assessed and taken into account (e.g. the way that the 

officers create an appropriate work culture in the company, and the contributions of such 

officers to succession planning, and engagement with the regulatory authorities in the relevant 

industries in which the company operates in);  

 

 the breakdown of those metrics as part of variable remuneration (e.g. 80% financial metrics 

split across 33% EPS, 33% TSR and 33% ROE; 20% non-financial metrics split across 40% 

Customer Satisfaction, 40% Safety Performance and 20% Employee Engagement);  

 

 the metrics used, and why the metrics are appropriate (e.g. EPS growth of 6% compound, TSR 

of top quartile, ROE of 8%, zero Lost Time Injuries, 90% On Time Performance), including 

whether relative performance is measured against peers;  

 

 the periods over which performance is assessed (e.g. three year performance period), including 

justification for why a shorter-term performance period is used for a long-term incentive plan, 

in instances where this is the case;  

 

 payouts that can be achieved for hitting or exceeding these targets (e.g. 100% payout for median 

performance, 150% payout for top quartile, 50% payout for 90-percentile performance);  

 

 the form of the payout, (e.g. whether in the form of shares or cash), along with holding periods, 

if any, for shares;  

 

 the breakdown in company and individual performance outcomes and actual remuneration paid, 

including explanations where company and/or individual performance outcomes were not 

achieved yet remuneration was not adjusted in line with the remuneration policy;  

 

 where discretion can be exercised by the Board and/or Remuneration Committee in determining 

the relationship between remuneration, performance and value creation;  

 

 the existence of any gateways (or negative indicators) to pay-outs (e.g. whether, if the company 

received a highly critical regulatory report, long term incentives would nevertheless be fully 

payable because of achievement of profitability metrics); and  

 

 the existence and structure of any clawbacks for malfeasance.  

 

 


