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TIME TO RESET 
CORPORATE 
GOVERNANCE 
IN SINGAPORE?
By MAK YUEN TEEN

The corporate governance journey in Singapore has weathered many storms, 
including the disruption caused by the global pandemic. Much of the journey 
has been driven by regulations, as many companies do what is minimally 
needed to comply. Have the changes been adequate, and are more required 
for the substance of corporate governance to take hold?
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I n November 2000, the Singapore Exchange 
(SGX) became the third stock exchange in the 
Asia Pacific to be listed, after Australia and 
Hong Kong. As of December 2021, there were 
673 listings on SGX (including 27 secondary 

listings), with a total market capitalisation of 
US$663 billion (S$914 billion). 
 
The total market capitalisation is now more than 
four times, and the number of listings is nearly 
80 per cent higher than in 2000. However, this 
is still off the peak of US$790 billion at the end 

of 2017, and the 778 listings in 2010. (See box, 
“Total Market Capitalisation and Listings on the 
Singapore Exchange”).

Several aspects of SGX development bear 
highlighting in discussing corporate governance 
reforms: local vs foreign issuers, Catalist and 
REITs (real estate investment trusts).

Foreign vs local issuers
Over the years, there have been significant 
changes in the profile of listed issuers. The first 
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Total Market Capitalisation and Listings on the Singapore Exchange

Source: World Federation of Exchanges
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major bump in listings occurred in 2003, with 
more than 150 new issuers (mainly domestic). 
A big increase in foreign issuers took place in 
2006, when the numbers more than doubled. 
This was due to the “S-chip” wave, with an influx 
of China companies. 

The number of foreign listings continued to 
increase after 2006 but at a slower rate, reaching 
its peak at the end of 2010. Foreign issuers have 
since declined by more than a quarter.

Between 2008 and 2011, the percentage of foreign 
listings made up more than 40 per cent of all 
listings, with those from China constituting 
about half. Foreign listings now constitute 
around 30 per cent of the total number of issuers. 
Today, China listings number just 70, less than 
half their peak, making up about one-third of all 
foreign listings.

Catalist 
The establishment of the second board, Catalist, 
came 20 years after the original second board, 
SESDAQ, was started in 1987. Catalist operates 
on a sponsor-based regime modelled after AIM 
(Alternative Investment Market) in London. 
It is intended for growth companies with no or 
minimal financial or operating history. Thus, the 
admission requirements and processes, ongoing 
oversight, and continuing listing requirements 
apply differently between Mainboard and 
Catalist companies. 

Over the past 10 years, Catalist listings have 
nearly doubled from 17 per cent to a third of all 
listings today. Catalist listings generally do not 
attract significant institutional investor following. 

REITS
Since the first real estate investment trust (REIT) 

in 2002, SGX has become a vibrant market for 
such issuers, and is now ranked third by market 
capitalisation in Asia-Pacific, after Japan and 
Australia. 

There are now more than 50 listed REITs, 
business trusts and stapled trusts. Additional 
rules and oversight by the Monetary Authority 
of Singapore (MAS) apply to this sector.

Corporate governance reforms 
Following the Asian financial crisis of 1997 
and 1998, when weaknesses in corporate 
governance and disclosures were identified as 
a key contributing factor, Singapore embarked 
on major reviews of company law and the 
regulatory framework, corporate governance and 
disclosure standards. These reviews were also 
intended to support the move from a merit-based 
approach to a disclosure-based approach 
to regulation. 

A key aspect of the reforms was the issuance 
of a Code of Corporate Governance in 2001 to 
complement the SGX Listing Rules. The box, 
“The Code of Corporate Governance”, sets out 
the key provisions and revisions to the Code 
over the years.

The Code operates on a “comply or explain” 
basis where issuers have to comply with 
the Code or explain why they have not. 
The most recent edition of the Code in 2018 
sought to significantly strengthen the “comply 
or explain” approach by moving certain 
practices to the Listing Rules (which is 
mandatory for listed companies to follow), 
and requiring that issuers must comply with 
the principles of the Code. Variations from 
provisions are acceptable only if consistent with 
the intent of the principles.

FEATURES
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The Code of Corporate Governance

1 2First Edition (March 2001)
The Corporate Governance Committee (CGC) was 
established in 1999, and the first Singapore Code of 
Corporate Governance (SCCG) was issued in March 
2001. The CGC made two key decisions that guided 
its approach and set the initial path for Singapore’s 
corporate governance journey. 

The first was to adopt the “shareholder model” followed 
by countries such as Australia, the UK and US, rather 
than the stakeholder model that was more prevalent in 
Continental Europe. 

The second was to follow the “balanced approach” and 
the “comply or explain” requirement that underpins it, 
which the UK pioneered. The CGC recognised that 
“one size does not fit all” and hoped that disclosures 
would “allow other market participants to play a more 
active role” and that “the quality of the explanations 
[for departures from the Code] is for the market to 
assess and judge”. 

Unfortunately, unlike in the UK, where institutional 
investors own most of the shares and take on an 
active stewardship role, this did not happen in 
Singapore. 

Today, while some foreign institutional investors and 
retail investors have become more activist, domestic 
institutional investors have remained largely passive. 
Major institutional investors and proxy advisers are 
generally not active in the Catalist market. Thus, 
an essential ingredient for the “comply or explain” 
to work is arguably still lacking in Singapore today.

Second Edition (July 2005)
When the Code was revised by the Council on 
Corporate Disclosure and Governance (CCDG) 
in 2005, it kept the recommended proportion of 
independent directors (IDs) on the board at one-third. 

The CCDG proposed incorporating independence 
from substantial shareholders, but this was rejected 
by the Ministry of Finance, under whose auspices 
the CCDG was formed. Instead, the 2005 Code 
recommended that only the nominating committee 
(NC) chairman needs to be also independent from 
substantial shareholders.

By now, the Sarbanes-Oxley Act (SOX) had come 
into force, on the back of the  Enron and WorldCom 
scandals. In Singapore, corporate wrong-doings were 
also exposed in the early 2000s, involving mostly 
domestic issuers (Informatics Holdings, Auston 
International, Citiraya Industries and Accord Customer 
Care Solutions) together with S-chip China Aviation 
Oil (Singapore). 

The changes made in the 2005 Code were relatively 
minor. As is usually the case, the changes reflected 
the concerns of the day both in Singapore and 
internationally. For example, the recommendation for 
the audit committee (AC) to review whistleblowing 
arrangements reflected the emphasis on whistleblowing 
in SOX and role of whistleblowers in Enron and 
Worldcom. A limit of a six-month period in service 
contract was due to long-service periods being flagged 
in the UK as a barrier to removing non-performing 
management. In response to institutional investors 
citing difficulties in attending AGMs as proxies, limits on 
proxies were to be avoided.
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3 4Third Edition (May 2012)
The next revision of the Code was undertaken by the 
Corporate Governance Council formed in February 
2010, now under the purview of MAS. This time, 
the context was different, with the global financial 
crisis of 2007-2008 having just occurred and a series 
of S-chip scandals. The number of foreign issuers 
was at its peak.

Given the times, this was a more significant revision 
compared to the previous one. The area that 
received the most attention was risk governance, 
risk management and internal controls, which was 
understandable because poor risk management was 
flagged as a major weakness in financial institutions 
and a key contributor to the global financial crisis. 

In 2011, SGX also introduced a major amendment to 
Listing Rule 1207 requiring issuers to disclose in their 
annual reports the opinion of the board, with 
the concurrence of the AC, on the adequacy of the 
internal controls, addressing financial, operational 
and compliance risks. 

Other significant revisions include: (a) An emphasis 
on key stakeholder groups and sustainability; 
(b) Improving independence (half IDs and lead ID 
when chair is not ID, IDs exceeding 9 years subject 
“to a particularly rigorous review”); (c) Diversity; 
(d) Greater remuneration disclosures (actual amounts 
for directors and CEO, lower thresholds for immediate 
family members); (e) Assessments of board chair 
and committees; (f) Encouragement to companies to 
consider clawback provisions; and (g) All resolutions 
by poll.

Fourth Edition (August 2018)
In 2017, MAS formed a new Corporate Governance 
Council to review the Code. By then, there was 
a significant consensus regarding the importance of 
stakeholders’ (beyond shareholders’) interests and 
sustainability. In June 2016, SGX had incorporated 
sustainability reporting on a “comply or explain” basis 
in its listing rules. 

The definition of corporate governance was updated to 
emphasise the importance of having appropriate people to 
direct and manage the company, rather than just processes 
and structures. Corporate culture, and the board’s role 
in setting and overseeing it, were also recognised.

This review also focused on improving the implementation 
of the “comply or explain” approach and simplifying the 
Code. 

Certain Code practices were made mandatory in the 
listing rules: (a) At least one-third IDs; (b) Certain family 
and employment relationships for ID criteria; (c) IDs 
with more than nine years to be approved by a two-tier 
vote; (d) Committees needed for AC, NC and RC 
functions; and (e) An internal audit function. 

Notable changes in the Code include: (a) Majority IDs 
if the chair is not an ID; (b) Diversity expanded beyond 
gender to age, etc; (c) Remuneration disclosures and 
policies; and (d) Cooling-off period for former partner 
of existing auditor increased to two years.

For the first time, a permanent committee, the 
Corporate Governance Advisory Committee, was 
established by MAS in 2019 to promote improvements 
in corporate governance on an ongoing basis.
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Corporate governance implementation 
How has the implementation of the Code and 
corporate governance practices fared over the years?

In 2006, MAS and SGX commissioned a review 
of the implementation of corporate governance 
practices in Singapore. A 136-page report released 
in 2007 contained eight sets of recommendations 
relating to:
(1) Improving the implementation of the “comply 

or explain” requirement.
(2) Independence, effectiveness and pool of IDs.
(3) Remuneration disclosures and policies.
(4) Audit committee.
(5) Internal controls and risk management.

(6) Training of directors.
(7) Exemption from SGX listing requirements 
  (for secondary listings).
(8) Institutional shareholder activism.

When we review these eight areas against the 
situation today, those that have made the least 
progress are arguably those relating to: 
(1) Implementation of “comply or explain”. 
(2) Independence, effectiveness and pool of IDs. 
(3) Remuneration disclosures and policies. 
(4) Institutional shareholder activism.

But, in terms of the adoption of “best practices” and 
reduction of certain questionable practices, there 

FEATURES

Comparison of Key Corporate Governance Practices

 Corporate Governance Practice 2007 Report (n=659)1 2021 Report (n=695)2

Non-executive or independent  
36.3% 50.4%Chairman

% with at least ⅓ IDs 95.8% 97.4%

% with at least ½ IDs 20.9% 77.7%

% of female directors 8.27% 13.4%

% of IDs with more than 
2.8% 2.6%

   
4 directorships

Maximum number of directorships
 13 (19 directors held 8 or 

8 (based on other 2018 report) 
 

  more directorships)

IDs with tenure of more than 9 years  10.1% 24.6%

Existence of AC  100% 
99.0% (1% no disclosure or no   

   relevant committee)

Existence of NC  94.5% 96.8%

Existence of RC  96.5% 97.0%

1 Mak Yuen Teen, Improving the Implementation of Corporate Governance Practices in Singapore (MAS and SGX, 2007)
2 Singapore Directorship Report 2021 (Singapore Institute of Directors, 2021)
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has been progress, at least on the surface. See the 
box, “Comparison of Key Corporate Governance 
Practices” which contrasts the key corporate 
governance practices documented in the 2007 report 
(data was based on 2005/2006 annual reports of 
companies) with the same practices extracted from 
the SID’s Singapore Directorship Report 2021 (data 
was based on the annual reports of companies for 
years ending up to 31 December 2020). 

Nearly all practices have improved. However, 
a  notable exception is the percentage of IDs with 
tenure exceeding nine years. It is not surprising that 
there were relatively fewer IDs with long tenures 
found in the 2007 study, as the recommendation 
for having IDs was introduced only in the 2001 
Code. Since then, the situation has deteriorated with 
nearly a quarter of IDs having tenures exceeding 
nine years. However, with SGX listing rules now 
prohibiting an ID from serving beyond nine years 
unless they are approved by a two-tier vote of 
shareholders, one would expect the percentage of 
such long-serving IDs to decline – although certain 
limitations of the two-tier vote implemented here in 
Singapore are starting to show (See page 26, "Long-
Serving IDs and the Nine-Year Rule").

Corporate governance ratings
In addition to regulatory reforms, several 
corporate governance indices and scorecards 
were introduced by industry associations and 
academic institutions to raise awareness of and 
improve the standards of corporate governance. 

The first was the Governance Transparency Index 
(GTI) which covered all listed companies (with 
some exclusions) in 2009. This later morphed 
into the Singapore Governance Transparency 
Index (SGTI) in 2016 with changes to align it to 
the OECD Principles of Corporate Governance in 
addition to Singapore’s Code. 

In 2011, six ASEAN countries got together to create a 
pan-ASEAN Corporate Governance Scorecard based 
on the OECD Principles of Corporate Governance. 

Meanwhile, niche indices such as the Governance 
Evaluation for Mid and Small Caps (GEMS) and 
Governance Index for Trusts (GIFT) were created 
in 2014 and 2017 for the small and medium sized 
enterprise and REIT sectors, respectively.

The box, “Corporate Governance Indices and 
Scorecards”, describes these initiatives.

What next?
Since the last Code revision in 2018, there have 
been further initiatives to raise standards in areas 
such as board diversity and climate reporting. 

Some rules have proven hard to change. 
For example, on the issue of multiple 
directorships, Singapore has vacillated and 
never reached a decision on a limit. Meanwhile, 
other Asian markets, such as South Korea, India, 
Malaysia, Taiwan and Vietnam, have introduced 
mandatory limits on the number of directorships 
a listed director should have.

With so few directors here having more than 
the five or six directorships that are commonly 
used as the limit (by some boards), why are 
we reluctant to do so at the national level? 
It is one thing to stand firm based on sound 
principles but another to keep sailing against 
the wind and ignore the real concerns of 
“overboarding”. Glass Lewis and Institutional 
Shareholder Services, the two largest proxy 
advisers in the world, have set limits of five and 
six, respectively in their voting guidelines for 
Singapore, and the former has recommended 
that Singapore companies follow “regional best 
practice” in this area.
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Corporate Governance Indices and Scorecards

Acronyms of Organisations
ACMF:   ASEAN Capital Markets Forum
ADB:     Asian Development Bank
BT:        The Business Times 
CGFRC:  Corporate Governance and Financial Reporting Centre, NUS
CGS:  Centre of Governance and Sustainability, NUS 
 (formerly Centre for Governance, Institutions and Organisations or CGIO)

CPAA:  CPA Australia
IMAS:  Investment Management Association of Singapore
OECD:  Organisation for Economic Co-operation and Development 
SAICSA:  Singapore Association of the Institute of Chartered Secretaries and Administrators
SIAS:  Securities Investors Association (Singapore)
SID:  Singapore Institute of Directors

Date
2009

2011

2014

2016

2017

Index
GTI
Governance & 
Transparency 
Index 

ASEAN CG 
Scorecard
ASEAN 
Corporate 
Governance 
Scorecard

GEMS
Governance 
Evaluation for 
Mid and Small 
Caps 

SGTI
Singapore 
Governance & 
Transparency 
Index 

GIFT
Governance 
Index for 
Trusts

Parties Involved
BT
CGFRC
CPAA
IMAS

ACMF
ADB
CGS
SID

SAICSA
SIAS

CPAA
CGS
SID

Mak Yuen Teen
Chew Yi Hong

Key Features
• Evaluates all issuers, with some exclusions (secondary listings, REITs, 

business trusts and funds).
• Covers board practices, remuneration, accountability and audit, 

transparency and investor relations.
• Replaced by SGTI in 2016 (see below).

• Covers the 100 largest publicly-listed companies by market 
capitalisation in five ASEAN markets (Indonesia, Malaysia, the 
Philippines, Singapore and Thailand) and 39 publicly-listed companies 
in Vietnam. 

• Scorecard comprises 5 major sections corresponding to the OECD 
Principles of Corporate Governance (covering rights of shareholders, 
equitable treatment, role of stakeholders, disclosure and transparency, 
and responsibilities of the board).

• Specific focus on mid and small cap companies (market capitalisation of 
S$500 million or less), with certain exclusions (such as secondary listings, 
REITs, business trusts and funds). 

• Evaluates corporate governance practices over 3 years, with focus on 
observable, quantifiable and verifiable metrics rather than disclosure. 

• Covers 6 areas of ownership, board and management, remuneration 
and interested person transaction risks, quality of financial reporting and 
internal control, and regulatory risk.

• Discontinued in 2017.

• Evaluates all issuers with some exclusions (such as secondary listings 
and funds).

• REITs and trusts were included from 2017 through adaptation of the 
index by including certain trust-specific items.

• Changes made to GTI to align with OECD Principles and ASEAN CG 
Scorecard.

• Covers board responsibilities, rights of shareholders, engagement of 
stakeholders, accounting and audit, and disclosure and transparency.

• Covers all REITs, business trusts and stapled trusts.
• Assesses trusts on both governance and business risks.
• Governance includes board matters, remuneration, alignment of 

incentives and interests, internal and external audit, and communication 
with unitholders.

• Business risk areas cover leverage-related factors and other factors 
relating to lease expiry, income support arrangements, development 
limit, and foreign assets and foreign currency risks.
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That said, it is not mere tweaking of rules that 
Singapore really needs. The substance of corporate 
governance still leaves much to be desired in many 
companies. This can be attributed to several factors.

First, Singapore did not significantly improve 
regulatory and private enforcement in moving 
from a merit-based to disclosure-based approach. 
For disclosures to be credible, there must be 
consequences for material disclosures which are 
inaccurate, false, misleading or not timely. Little is 
generally done when companies breach disclosure 
requirements, and shareholders do not have the 
resources to pursue actions against issuers. Related 
to this is the lack of effective enforcement for breach 
of duties and rules by directors. There are signs that 
regulatory enforcement is improving, but it remains 
to be seen if it can be sustained, and whether 
accessibility to private actions will improve. 
Enabling class action lawsuits with funding 
schemes in Singapore could create alternative 
recourse for aggrieved minority shareholders.

Second, the “comply or explain” approach has not 
fulfilled its promise because the Singapore market 
lacks the necessary ecosystem for it to work. This 
approach may be effective for issuers that aspire 
to improve corporate governance but is ineffective 
for those that set out to harm minority investors 
and other stakeholders. Domestic institutional 
investors have generally been a disappointment. 

Third, issuers listed here are highly diverse, and 
Singapore’s regulatory approach to corporate 
governance is not sufficiently risk-calibrated. 
Corporate governance risks are different for 
companies with different ownership structures, 
and foreign issuers compared to domestic issuers. 
For instance, the risk of expropriation of minority 
investors through excessive remuneration and 
interested person transactions is likely greater 

for family and founder-controlled and managed 
companies than for more widely-held and 
professionally managed ones. Resources are also 
different for large, mid and small cap companies. 
A taxonomy approach to corporate governance rules 
for different types of issuers should be considered.

Finally, 15 years after its establishment, 
Catalist urgently needs review and re-invention. 
In my view, the sponsor-based regime imported 
from AIM in the UK is not working. Catalist is 
filled with problematic companies. It is time to 
consider whether Catalist companies should be 
subjected to different rules focusing on the most 
critical corporate governance areas. Currently, 
Catalist companies comply with more liberal 
listing requirements in several areas, which create 
additional corporate governance risks. 

A recent survey in the UK found that 89 per 
cent of AIM companies follow the Quoted 
Companies Alliance Corporate Governance Code, 
with only 6 per cent following the UK Corporate 
Governance Code, and the remaining 5 per cent 
following another Code. 

However, it should not be “Code-light” for 
Catalist and smaller companies but rather “Code-
right” for different types of companies.

Mak Yuen Teen is Professor (Practice) of Accounting 
at the NUS Business School. He has been heavily 
involved in the corporate governance scene in 
Singapore for the last two decades. He served on 
the committees that developed the first, second, and 
fourth editions of the Code of Corporate Governance 
in 2001, 2005 and 2018. He was involved in the 
development of several corporate governance indices 
and scorecards, and has served on various corporate 
governance award committees. He is a member of the 
Corporate Governance Advisory Committee under 
MAS, since 2018.


