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Amendments
to the
Companies Act
By ANDREW ABRAHAM
Accounting and Corporate Regulatory Authority

DIRECTORS’ BULLETIN

Directors' Bulletin (Q1 2015)-FA.indd 28

5/1/15 6:48 pm

FEATURES

29

The Companies (Amendment) Act
2014 ("Amendment Act")was passed by
Parliament in October 2014, introducing
more than 200 changes to the Companies
Act ("CA"). SID and the Accounting
and Corporate Regulatory Authority
("ACRA") held a joint seminar on 14
November 2014 to better understand the
implications.

W

e examine here some of the amendments
that have implications for directors in
the areas of accounting and financial assistance,
company administration, disclosures, shares and
voting rights, and debarment and termination
of employment.
Accounting & Financial Assistance Matters
New “small company” criteria for audit
exemption
Currently, a company is exempted from auditing
its accounts annually if it is an exempt private
company (up to 20 members and no corporate
shareholders) and has an annual revenue of 		
$5 million or less.
The new bill introduces new “small company”
criteria for audit exemption. To qualify, a company
must be a private company that meets at least
two of the following three criteria for each of the
previous two financial years:
• Total annual revenue of not more than 		
$10 million,
• Total assets of not more than $10 million,
• Number of employees not more than 50.
For a company that is part of a group, the
company must qualify as a small company
and the entire group must qualify as a "small
group". A group qualifies as a “small group” if it
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Panelists take questions on the amendments. L to R: Bong Yap Kim (ACRA), Adrian Chan (SID), Toh Wee San (ACRA), Andrew Abraham (ACRA).

meets at least 2 of the 3 quantitative criteria on
a consolidated basis for the immediate past two
consecutive financial years.

companies and their subsidiaries; i.e. they will
still be exempted from audit but they must
prepare accounts.

This amendment would reduce compliance costs
for at least 25,000 small companies that currently
do not qualify for audit exemption. Existing
safeguards will be retained; such as requiring all
companies to keep proper accounting records,
and empowering shareholders with at least 5%
voting rights to require a company to prepare
audited accounts.

Removal of prohibition against financial
assistance by private companies
Currently, no company, private or public, is allowed
to give financial assistance directly or indirectly to
any person for the purpose of acquiring shares in
the company or holding company.

Dormant company financial reporting
The Amendment Act generally exempts dormant
non-listed companies with less than $500,000
in total assets from having to prepare financial
statements for a financial year, in addition to
the current exemption from audit requirement.
This will reduce regulatory costs for dormant
companies.

The Amendment Act removes the prohibition for
private companies. Shares in private companies
are usually closely held, and shareholders have
greater control over the company’s decision
whether or not to give financial assistance.
This amendment will reduce costs for private
companies. If necessary, creditors of such
companies who wish to seek redress can rely on
laws pertaining to breach of directors’ duties and
fraudulent and wrongful trading.

Other dormant companies, which do not
fulfil the above criteria, will still enjoy audit
exemption. There will be no change for listed

The prohibition will continue to apply to
public companies and their subsidiaries. The
prohibitions are intended to ensure that the
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company’s capital is preserved intact and used to
pursue the company’s objects. The prohibitions
also prevent market manipulation.
To avoid impeding potentially beneficial or
innocuous transactions, there will be some
new exceptions introduced, to the financial
assistance regime.
Company Administration
New alternate address regime
Currently, a director needs to report his or
her personal particulars, including residential
address, to ACRA and this information is made
available to the public. To protect individuals’
privacy, the Amendment Act allows a director
to report an alternate address, but this must be
an address where the director can be physically
located. The director must still provide his or
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her residential address to ACRA, but this
will be kept confidential if the director opts
to publish his alternate address on the
public records.
ACRA’s electronic register of members
To streamline the administrative process
for companies, and allow the public greater
access to records, the following electronic
registers will be updated and maintained
with ACRA:
1. Electronic register of members (ROM) for
private companies. Companies must register
share ownerships and changes to such
information with ACRA, and the effective
membership/cessation date will be based
on real time registration. The ROM will be
publicly available, with no charge for access
by a company to its own records.

Andrew Abraham elaborating on the reforms at the “SID-ACRA Recent Changes to the Companies Act” held at Suntec on 14 November 2014.
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2. Electronic registers of directors, secretaries,
auditors and CEOs for all companies.
A company is required to update ACRA within
14 days of change of director, secretary, auditor
or CEO. The phrase “Manager” has been
replaced by “CEO”, but the legal definition
remains substantially similar. It is a change in
nomenclature and not substance. Similarly,
the register of managers will be replaced by
the register of CEOs. Hence the details of any
current managers on ACRA’s records will be
automatically transferred to the register of CEOs,
until the company notifies ACRA of any change.
Merging of memorandum and articles into
“constitution”
The Amendment Act introduces “Model
Constitutions”. A company may choose to adopt
either the whole model (in force at the time of
registration or from time to time) for the type of
company to which it belongs, or part of the model.
Disclosures
Extension of disclosure requirements to CEOs
Currently, directors of a company are required
to disclose:
• Conflicts of interest in, transactions or
proposed transactions with a company, or,
holding of any office or property, and
• Shareholdings in a company and its related
corporations.
The Amendment Act extends these disclosure
requirements to CEOs of all companies.
However, CEOs of non-listed companies need
not disclose securities of related corporations,
nor participatory interests of a non-listed
company or its related corporations. This change
would align the CA disclosure requirements with
that required of CEOs under the Securities and
Futures Act.
The disclosure is important because the CEO is at
the apex of the company’s management and can
influence its decision-making. Such disclosure

will improve transparency and promote better
corporate governance.
Relaxation of conditions for nominee directors
to disclose information to nominating
shareholders
Currently, a nominee director is only allowed to
disclose to the shareholder who has nominated
him, information that he has acquired in his
capacity as director or employee of the company –
only if the board has specifically authorised such
disclosure. The director must declare at the board
meeting, the name and office or position held by
the shareholder. In addition, the disclosure must
not be likely to prejudice the company.
The Amendment Act does away with the need
to specify such details in the mandate. Instead,
the director is allowed to disclose information,
if the disclosure is authorised by the board in
respect of all or any class of information or only
such information specified in the authorisation.
The requirement that the information must not be
likely to prejudice the company remains.
This will facilitate more efficient management of
groups with listed subsidiaries. Improper use of
information or insider trading will be dealt with
under the Securities and Futures Act.
Shares And Voting Rights
Removal of one-share-one-vote restriction for
public companies
The Amendment Act removes the existing oneshare-one-vote restriction for public companies.
There will be safeguards to protect the rights of
existing shareholders and ensure that investors are
well informed. For example, shareholders’ approval
must be obtained for the issuance of different
classes of shares with different voting rights.
Information on the different voting rights must
be provided when the notice of the meeting and
proposed resolution is issued. The rights of shares
must be specified in the company’s constitution,
and, must be clearly demarcated. Non-voting shares

DIRECTORS’ BULLETIN

Directors' Bulletin (Q1 2015)-FA.indd 32

5/1/15 6:48 pm

SID NEWS
will carry equal voting rights on: (a) winding up,
and (b) varying the rights of non-voting shares.
This amendment will liberalise the regime for
about 800 non-listed public companies, which
will have greater flexibility in raising capital,
and allow investors a wider range of investment
opportunities. However, the Singapore Exchange
("SGX") and the Monetary Authority of Singapore
("MAS") are still reviewing whether if listed
companies should be permitted to issue shares
with different voting rights.
New multiple-proxies regime to enfranchise
indirect investors
Currently, unless the articles provide otherwise,
a member can appoint up to two proxies, and
a proxy can only vote by poll. The Amendment
Act introduces a new multiple-proxies regime.
Specified intermediaries such as banks and
capital market services licence holders that
provide nominee or custodial services, will be
allowed to appoint more than two proxies to
attend shareholders’ meetings.
Indirect investors (including CPF members
who have invested in the shares of companies
through CPF Agent Banks or the CPF Board)
can also be appointed as proxies to participate
in and vote at shareholders’ meetings. Such
participation is important for a healthy, wellfunctioning capital market.
Debarment And Termination Of Employment
New debarment regime
To prevent irresponsible directors and company
secretaries from holding similar positions
in other companies, and to promote greater
compliance with filing requirements, the
Registrar will be empowered to debar any
director or company secretary of a company
that has failed to lodge any documents that
must be lodged with ACRA, at least three
months after the prescribed deadlines. If a
person were debarred, he cannot take on any
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new appointment as a director or company
secretary. However, he may continue with his
existing appointments.
The Registrar will exercise his powers judiciously.
Before a debarment order is made against a
person, ACRA will send him a notice, at least two
weeks beforehand. He will be required to explain
why he should not be debarred. The debarment
order may be lifted by the Registrar when the
default has been rectified, or on such other
prescribed grounds.
Shareholders’ approval not required for
compensation to executive director for
termination of employment
Certain types of payments to a director for loss of
office are currently exempted from shareholders’
approval under the CA. The Amendment Act
introduces a new exception, where:
• The termination of employment is based on an
existing agreement between the company and
the director;
• The amount that is paid out is not more than
the director’s total emoluments for the one
year immediately preceding that director’s
termination of employment; and
• The particulars of payment are disclosed to
shareholders before payment is made.
Payment to an executive director as an employee
should be for the board to decide, as the board
appoints employees. Compensation for loss of
office as a director should be for shareholders
to decide, because shareholders appoint the
directors. Such a distinction is critical especially
where a person is both director and employee.
Further details of the Amendment Act are
available at: https://www.acra.gov.sg/
Legislation/Companies_Act_Reform/
The writer is the Assistant Director of the Law
Reform Department and Institute of Corporate Law
at ACRA.
DIRECTORS’ BULLETIN

Directors' Bulletin (Q1 2015)-FA.indd 33

5/1/15 6:48 pm

