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SGX RegCo Mandates Tenure Limit on
Independent Directors and Disclosure of
Remuneration Details of Directors & CEOs

Executive Summary

On 11 January 2023, Singapore Exchange Regulation ("SGX RegCo") announced that the following
new requirements will apply to issuers ("Listed Issuers"”) listed on the Singapore Exchange Securities
Trading Limited ("SGX-ST") to institute better corporate governance practices relating to board renewal
and disclosure of remuneration of directors and chief executive officers ("CEOs"):

1. Mandatory nine-year tenure limit on independent directors ("IDs"); and
2. Mandatory disclosure of remuneration details of each individual director and the CEO.

The SGX-ST Listing Manual ("SGX-ST Mainboard Rules") and the Listing Manual Section B: Rules of
Catalist ("SGX-ST Catalist Rules") were amended on 11 January 2023 to give effect to these changes.
Transitional arrangements are in place to provide the Listed Issuers sufficient time to comply with these
new requirements.

This Update provides a summary of these two new requirements.

Background Information

These changes stemmed from recommendations issued by the Corporate Governance Advisory
Committee ("CGAC"), which was set up by the Monetary Authority of Singapore ("MAS") in 2019 to
identify risks to the quality of corporate governance in Singapore, and take a leading role in advocating
good corporate governance practices. CGAC's recommendations were made in response to the findings
of a review published by KPMG in Singapore ("KPMG Review") of listed companies' disclosure on their
compliance with the Code of Corporate Governance ("Code"). The findings of the KPMG Review
suggest a concerning trend that long-serving IDs may become entrenched in listed companies in
Singapore and that companies' disclosures on remuneration details of their directors and CEOs have
been lacking.

SGX RegCo conducted a public consultation exercise from 27 October 2022 to 17 November 2022 to

seek feedback on proposals to implement these changes. The respondents to the earlier consultation
paper largely supported the proposals.
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Mandatory Nine-Year Tenure Limit on IDs

Before 11 January 2023

Previously, Listing Rule 210(5)(d)(iii) of the SGX-ST Mainboard Rules and Listing Rule 406(3)(d)(iii) of
the SGX-ST Catalist Rules provided that a director of a Listed Issuer was no longer independent if
he/she had been a director of a Listed Issuer for an aggregate period of more than nine years (whether
before or after listing) unless his/her continued appointment as an ID had been sought and approved in
separate resolutions ("Two-Tier Vote") by:

e all shareholders of the Listed Issuer; and
e shareholders of the Listed Issuer, excluding its directors and CEO and associates of such directors
and CEO.

Listing Rule 210(5)(d)(iii) of the SGX-ST Mainboard Rules and Listing Rule 406(3)(d)(iii) of the SGX-ST
Catalist Rules further provided that his/her continued appointment as an ID pursuant to the Two-Tier
Vote may remain in force until the earlier of:

o the retirement or resignation of the director; or
¢ the conclusion of the third annual general meeting ("AGM") of the Listed Issuer following the Two-
Tier Vote.

With Effect from 11 January 2023 — Removal of Two-Tier Vote

On 11 January 2023, the SGX-ST Mainboard Rules and the SGX-ST Catalist Rules were amended to
remove the Two-Tier Vote mechanism for IDs who have been directors for more than nine years with
immediate effect.

Between 11 January 2023 and the Date of Listed Issuer’s AGM for the Financial Year Ending on
or after 31 December 2023 — IDs Who Have Been Directors for More Than Nine Years Still
Considered Independent

In addition, on 11 January 2023, new Listing Rule 210(5)(d)(iv) of the SGX-ST Mainboard Rules and
Listing Rule 406(3)(d)(iv) of the SGX-ST Catalist Rules were introduced to provide that a director who
has been a director of a Listed Issuer for an aggregate period of more than nine years (whether before
or after listing) will not be considered independent ("Nine-Year Tenure Limit"). Such director may
continue to be considered independent until the conclusion of the next AGM of the Listed Issuer. The
Nine-Year Tenure Limit takes effect for the Listed Issuer's AGM for the financial year ("FY") ending on
or after 31 December 2023.

The Nine-Year Tenure Limit is aligned with the tenure limit imposed by MAS on IDs of Singapore-
incorporated banks, insurers and managers of real estate investment trusts ("REIT Managers").
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Transitional arrangements are established for the application of the above rules, as summarised below:

e The transitional period for the Nine-Year Tenure Limit refers to the period between 11 January 2023
and the date of the Listed Issuer's AGM for the FY ending on or after 31 December 2023
("Transitional Period").

e During the Transitional Period, an ID who has been a director of a Listed Issuer for more than nine
years (in aggregate) may continue to be considered as independent as long as he/she is not
otherwise considered to be not independent pursuant to the other criteria set out in Listing Rule
210(5)(d)(i) and (ii) of the SGX-ST Mainboard Rules and Listing Rule 406(3)(d)(i) and (ii) of the
SGX-ST Catalist Rules.

e Ifthe term of an ID who has been a director of a Listed Issuer for more than nine years (in aggregate)
expires during the Transitional Period, he/she may be re-elected as an ID. The Two-Tier Vote
mechanism which has been removed does not apply to his/her re-election during the Transitional
Period.

On the Date of Listed Issuer’s AGM for the FY Ending on or after 31 December 2023 — IDs Who
Have Been Directors for More Than Nine Years Considered Not Independent

On the date of a Listed Issuer's AGM for the FY ending on or after 31 December 2023, a director
(whether independent, executive or non-executive) who has served on the board of the Listed Issuer for
an aggregate period of more than nine years (including if he/she had previously retired from the board)
will no longer be eligible to be designated as an ID of the Listed Issuer. Such persons must be re-
designated or re-elected as non-independent directors of the Listed Issuer (as the case may be), or
resign as a director of the Listed Issuer.

Clarification on Determination of Directors’ Tenure
SGX RegCo had clarified that a director’s years served on the board of a Listed Issuer prior to listing or
a reverse takeover must be considered in calculating his/her tenure length for the purposes of Listing

Rule 210(5)(d)(iv) of the SGX-ST Mainboard Rules and Listing Rule 406(3)(d)(iv) of the SGX-ST Catalist
Rules.

Mandatory Disclosure of Remuneration Details of Directors and CEO
Before 11 January 2023

Principle 8 of the Code provides that a Listed Issuer must be transparent on its remuneration policies,
level and mix of remuneration, the procedure for setting remuneration, and the relationships between

remuneration, performance and value creation. Provision 8.1 of the Code recommends that a Listed
Issuer should disclose in its annual report the policy and criteria for setting remuneration, as well as
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names, amounts and breakdown of remuneration of, among others, each individual director and the
CEO.

Compliance with the Principles of the Code, which set out broadly accepted characteristics of good
corporate governance, is mandatory. Listing Rule 710 of the SGX-ST Mainboard Rules and the SGX-
ST Catalist Rules require a Listed Issuer to describe its corporate governance practices with reference
to the Principles and Provisions of the Code and how its practices conform to the Principles. A Listed
Issuer is expected to comply with the Provisions and, if not possible, explicitly state the Provision from
which it has varied, explain the reason for variation, and explain how its practices are consistent with
the intent of the relevant Principle. The explanations of variations from the Provisions should be
comprehensive and meaningful.

After 11 January 2023

On 11 January 2023, new Listing Rule 1207(10D) of the SGX-ST Mainboard Rules and Listing Rule
1204(10D) of the SGX-ST Catalist Rules were introduced to require:

e Companies listed on SGX-ST to disclose the exact amounts and breakdown of remuneration paid
to each director and the CEO by the companies and their subsidiaries in their annual reports on a
named basis; and

¢ Real estate investment trusts ("REITs") and business trusts ("BTs") listed on SGX-ST to disclose
the exact amounts and breakdown of remuneration paid to each director and the CEO of the REIT
Managers and BT trustee-managers in their annual reports on a named basis.

The breakdown of the remuneration of the directors and CEOs must include (in percentage terms) base
or fixed salary, variable or performance-related income or bonuses, benefits in kind, stock options
granted, share-based incentives and awards and other long-term incentives.

These new requirements on remuneration disclosures will apply to the Listed Issuers’ annual reports for
the FYs ending on or after 31 December 2024.

Provision 8.1 of the Code was revised on 11 January 2023 to reflect the new requirements on
remuneration disclosures under the SGX-ST Mainboard Rules and the SGX-ST Catalist Rules.

REIT Managers

The MAS will also amend the Notice to All Holders of a Capital Markets Services Licence for Real Estate
Investment Trust Management (MAS Notice SFA 04-N14) to provide that the remuneration disclosure
requirements for directors and CEOs of REIT Managers (which are consistent with the SGX-ST
Mainboard Rules) are mandatory instead of “comply or explain”. The amendments will take effect on
1 January 2025, in line with the Transitional Period provided for Listed Issuers.
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Concluding Remarks

The above new requirements aim to bring the corporate governance practices relating to disclosure of
remuneration details of directors and CEOs in line with global standards, and signify a firm stance to
ensure Listed Issuers focus on board renewal. SGX RegCo is of the view that board renewal is critical
for boards of Listed Issuers to remain effective under the constantly evolving market landscape so that
fresh ideas and independent thought are brought into the boards' decision-making process.

Listed Issuers should be cognisant of the reasons prompting SGX RegCo to introduce these
enhancements, and make the necessary changes to meet these requirements ahead of the deadlines
prescribed in the SGX-ST Mainboard Rules and the SGX-ST Catalist Rules.

Should you have any queries on the above developments, please feel free to contact our team members
below who will be happy to assist.

Please click on the links below for the materials relating to the above developments that are made
available on the SGX website (www.sgx.com):

e SGX mediarelease titled “SGX RegCo caps independent directors’ tenure, enhances remuneration
disclosures” issued on 11 January 2023.

e SGX Responses to Comments on the Consultation Paper on “Board Renewal and Remuneration
Disclosures”.

¢ MAS media release titled “MAS revises the Code of Corporate Governance to reflect independent
director tenure limit and mandatory renumeration disclosure for directors and CEOs” issued on 11
January 2023.
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Tan Mui Hui
Deputy Head, Capital Markets

T +65 6232 0191

T +65 6232 0724 mui.hui.tan@rajahtann.com

evelyn.wee@rajahtann.com

Raymond Tong
Partner, Capital Markets

Cynthia Goh
Partner, Capital Markets
T +65 6232 0788 T +65 6232 0316

raymond.tong@rajahtann.com cynthia.goh@rajahtann.com

Danny Lim
Partner, Capital Markets
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Partner, Capital Markets
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Cynthia Wu
Partner, Capital Markets

James Chan
Partner, Capital Markets

T +65 6232 0775 T +65 6232 0287

cynthia.wu@rajahtann.com james.chan@rajahtann.com

Please feel free to also contact Knowledge Management at eOASIS@rajahtann.com
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Our Regional Contacts

RAJAH & TANN | Sungapore

Rajah & Tann Singapore LLP
T +65 6535 3600
sg.rajahtannasia.com

R&T SOK&HENG | Cambodia
R&T Sok & Heng Law Office

T +85523963112/113

F +855 23963116
kh.rajahtannasia.com

RAJAH & TANN 375 Ei8

SHANGHAI REPRESENTATIVE OFFICE | China
Rajah & Tann Singapore LLP

Shanghai Representative Office

T +86 21 6120 8818

F +86 21 6120 8820

cn.rajahtannasia.com

ASSEGAF HAMZAH & PARTNERS | [ndonesia
Assegaf Hamzah & Partners

Jakarta Office
T +62 21 2555 7800
F +62 21 2555 7899

Surabaya Office

T +62 31 5116 4550
F +62 315116 4560
www.ahp.co.id

RAJAH & TANN | Lao PDR
Rajah & Tann (Laos) Co., Ltd.

T +856 21 454 239

F +856 21 285 261
la.rajahtannasia.com

CHRISTOPHER &LEE ONG | Malaysia
Christopher & Lee Ong

T +60 3 2273 1919

F +60 3 2273 8310

www.christopherleeong.com

RAJAH & TANN | Mvanmar

Rajah & Tann Myanmar Company Limited
T +951 9345 343/ +95 1 9345 346

F +951 9345 348

mm.rajahtannasia.com

GATMAYTAN YAP PATACSIL

GUTIERREZ & PROTACIO (C&G LAW) | Philippines
Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)
T +632 8894 0377 to 79 / +632 8894 4931 to 32

F +632 8552 1977 to 78

www.cagatlaw.com

RAJAH & TANN | Thailand
R&T Asia (Thailand) Limited

T +66 2 656 1991

F +66 2 656 0833
th.rajahtannasia.com

RAJAH & TANN LCT LAWYERS | Vietnam
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.rajahtannict.com

Rajah & Tann Asia is a network of legal practices based in Asia.

Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a
member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally

binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage which
may result from accessing or relying on this update.

RAJAH & TANN
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Rajah & Tann (Laos) Co., Ltd.
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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 Cambodia, China, Indonesia, Lao PDR, Malaysia,

Myanmar, the Philippines, Singapore, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, 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 email Knowledge & Risk
Management at eOASIS@rajahtann.com.
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