
W
ith its promise of a first look at 
the proposed changes to the Code 
of Corporate Governance (the 
Code), more than 400 directors and 

professionals packed the ballroom of Marina 
Mandarin Singapore on 16 January 2018 
for a firehose of information on regulatory 
developments impacting boards and directors. 

Opening the event, Mr Ong Khiaw Hong, CEO, 
ACRA, highlighted the three key areas that ACs 
should pay attention to, namely, raising the 

quality of financial disclosures, providing deeper 
insights through AC commentary and giving 
priority to valuation and impairment issues. 

Guest of honour Mr Chew Choon Seng, 
Chairman of the CG Council, explained the 
background to the Council and process by 
which it made its recommendations. He also 
highlighted the key proposed changes to the 
Code that aim to bolster board performance 
and transparency and encourage greater 
stakeholder engagement. 

The Audit Committee Seminar 2018

Rebooting Corporate Governance 
The fourth ACRA-SGX-SID Audit Committee Seminar dealt with and went 
beyond accounting and audit developments, to discuss broader board and 
directorship matters with its theme of “Rebooting Corporate Governance”. 
Indeed, the seminar marked the launch of the Consultation Paper on the 
Corporate Governance (CG) Council Recommendations. 
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This was followed by a series of presentations on 
the regulatory matters affecting ACs.

Ms Bong Yap Kim, Divisional Director of Financial 
Reporting Division at ACRA, kicked off with an 
update of the Financial Reporting Surveillance 
Programme (FRSP) as ACRA resumed its third 
review cycle. She highlighted the changes to the 
FRSP review process and the areas of focus for its 
review of 2017 financial statements. She also urged 
ACs to provide insightful AC Commentaries in the 
annual reports.

Mr Daniel Ee, Deputy Chairman of the SID 
AC Chapter, followed through with a review 
of the challenges and responses of ACs to 
these regulatory requirements including the 
convergence of accounting framework, new 
accounting standards, audit quality indicators 
and the enhanced auditor’s report. However, 
he assured ACs of the support available to 
them, including that from the newly-formed 
SID AC Chapter. 

Ms June Sim, Senior Vice President and Head 
of Listing Compliance at Singapore Exchange 
Regulation, rounded off with updates from SGX. 

She identified the consequential changes to the 
SGX listing rules arising from the changes to the 
Code. In addition, she spoke of sustainability 
reporting and a new guide on anti-insider 
training, and shared four case studies on 
corporate situations to illustrate how the listing 
rules can and should be interpreted. 

A panel discussion then followed with the three 
subcommittee chairmen from the CG Council: 
Mr Willie Cheng, Chairman of SID; Ms Rachel 
Eng, Deputy Chairman of WongPartnership LLP; 
and Mr Tham Sai Choy, Board Member of ACRA.  
They shared key highlights of the proposed 
revisions to the Code relevant to ACs, and took 
questions from the floor.

In his closing address, Mr Tan Boon Gin, Chief 
Executive of SGX RegCo, spoke on how the 
different rules click together, how SGX RegCo 
intends to make the rules count, and how it is 
thinking of “carrots” to reward those who follow 
the rules. 

The key points made by the various speakers 
and audience at the event are summarised in the 
following pages.
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Key Regulatory Developments

• Financial Reporting Standards
o Convergence of the Singapore Financial 

Reporting Standards (SFRS) with 
International Financial Reporting Standards 
(IFRS) → SFRS(I).

o Two new standards with effect from 1 January 
2018:
u SFRS(I) 15 – Accounting for Revenue for 

Contracts with Customers.
u SFRS(I) 9 – Accounting for Financial 

Instruments.
• Enhanced Auditor Report.
• Audit Quality Indicators (AQIs).
• Enhanced Financial Reporting Surveillance 

Programme (FRSP).

FRSP Enhancements

• Guide on review procedures by ACRA.
o Issued 2 January 2018, with third review cycle.
o Covers following processes:

u Selection of financial statements.
u Review and facts gathering.
u Enquiry and evaluation. 
u Deliberation and conclusion. 
u Remediation for material findings and 

findings of significance.
o Enquiry process modified to first gather facts 

via meeting with company representatives 
(CEO, CFO, directors) and correspondences 
made with the CFO copying others in the 
company. 

o Remediation is still based on “restatement 
first” but depends on their impact to key 
measures used by investors (material versus 
significant), they could include:
u Restating comparatives or adding/

improving disclosures in the next year’s FS.
u Restating comparatives in the next results’ 

announcement.

ACRA 2018 Regulatory Updates

u Restating, re-auditing and re-filing past 
years’ FS.

• Modified audit reports.
o Of the 584 FY2016 FS of Singapore-

incorporated companies: 91% clean audit 
opinion, 3% emphasis of matters, 6% 
modified auditor’s reports.

o Qualified areas not always due to non-
compliance of accounting standards
u 36% – impairment of assets.
u 20% – going concern.

o ACs can and should bridge the gap to avoid 
qualification.

• Review focus on 2017 financial statements 
(Practice Guidance 1 of 2018).
o New accounting standards – Is financial 

effect adequately disclosed?
u Going concern – Can the entity continue 

to operate in the near term?
u Value of long-lived assets – Any indication 

of impairment? If yes, impairment test 
conducted? If previous impairment is 
reversed, how is this supported?

u Significant one-off gains or losses – Does it 
make business sense?

u Consolidation or equity accounting – 
Beyond legal forms, have the rights to 
participate in decision-making by various 
parties been considered?

u Business acquisitions – Are other 
intangibles carved out of goodwill and 
separately recognised? What is the 
acquisition date for accounting purposes? 
Are there terms that affect purchase 
consideration?

u Statement of cash flow – Are these 
properly classified within operating, 
investing or financing cash flows?

u Significant judgements and estimates – 
Are the disclosures sufficient?
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• Collaboration with Institute of Valuers and 
Appraisers, Singapore (established under 
the SAC) for enquiry on business valuation, 
impairment testing and valuation of financial 
instruments.

AC Commentary in Annual Reports

• 67% of 134 investors surveyed said it is 
important that AC reports their views on key 
audit matters.

• Analysis of 180 annual reports:
o 33% voluntarily reported AC Commentary.
o 47% AC commentary similar to auditors’ 

report.
o 2.3 KAMs reported in AC Commentary.

• Further areas to be covered in AC commentary:
o How AC obtained comfort over areas with 

critical judgements and key estimates not 
covered as KAMs.

o AC’s work done to address shareholders’ 
concerns on emerging issues.

o Consider elements of insightful AC 
commentaries:
u Provide context.
u Describe AC actions.
u Clearly indicate conclusion.
u Explain reasons for conclusion.
u Cross-reference to related information.

o Highlight AC commentary and invite 
questions at AGM.

ACs’ Role in Improving Financial Disclosures

ACs should pay attention to raising the quality of financial 
disclosures. They should provide deeper insights in the AC 

Commentary, such as by sharing their independent views on the KAMs and 
comment on other significant accounting issues which may not be raised 
as KAMs. Another key area that ACs should watch out for is valuation and 
impairment issues. ACRA is collaborating with the Institute of Valuers and 
Appraisers, Singapore to tap on their technical expertise in this area for its 
FRSP reviews of financial reports.”

Bong Yap Kim
Divisional Director, Financial Reporting Division, ACRA

Transparency and Financial Reporting

One key tenet of good corporate governance is transparency. Confidence in 
our markets will depend on the quality of information available to investors 

for making investment decisions. In this regard, audit committees play a critical role 
in raising the quality and transparency of corporate disclosures, particularly, in the 
areas of financial reporting and audit.”

Ong Khiaw Hong
CEO, ACRA
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New Accounting Framework   
and Standards

• IFRS convergence began 
as “not a big problem” 
to “a huge challenge” 
because there was late 
appreciation of need 
and complexity of 
impact analysis.

• Compounded by the 
two new accounting 
standards effective  

 1 January 2018: SFRS(I) 15 (Revenue Recognition) 
and SFRS(I) 9 (Financial Instruments).

• New standard effective 1 January 2019: SFRS(I) 
16 (Leases).

• Effort to date has been patchy with the larger 
companies more prepared with the help of 
their external auditors. 

• 2018 advisory: Seek external auditor’s help and 
nail down the changes.

Enhanced Auditor’s Report

• Introduced with effect from 1 January 2017.
• New items were: Key audit matters (KAM) and 

“Other Information” (OI).
• Average 2.3 KAMs reported in first year.
• AC Commentary: Not mandatory, only 33% 
 provided, and only 11% did three-part explanation.
• 2018 advisory:

o Expect greater scrutiny from regulators.
o Proactively discuss KAMs with auditors  

and at AGMs.
o Do AC Commentary and provide deeper 

insights.

ACs’ Response to Recent Developments 
in Financial Reporting

Audit Quality Indicators

• Eight AQIs first introduced in 2015, six targets  
in 2016.

• Rich tool for auditor evaluation but under-used 
and lack comparatives.

• 2018 advisory: Audit firms to make enhancements 
to disclosures to make indicators more meaningful.

AC Support System

• Expectations of the AC are high, but AC does 
not operate in isolation. 

• While ACs need to assume accountability 
for financial reporting and state of internal 
controls, they should be cognisant of the 
support that is available. 

Management

Internal 
Auditor

Compliance 
Function

Professional 
& Advocacy 

Bodies

External 
Auditor

Risk 
Management  

Function
Audit 

Committees
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SID AC Chapter

• SID AC Chapter established in January 2017 to 
build capacity and improve effectiveness of ACs.

• In 2017, it organised six AC Pit-Stops: Two-hour 
concise training on the fundamentals of new 
accounting standards, sustainability reporting, 
FRSP, etc. Another seven planned for 2018.

Helping ACs
2017 saw a slew of initiatives that impacted the work of ACs. 
From the convergence of and new financial reporting standards to 

the enhanced auditor’s report, ACs have their work cut out for them. The 
pace will continue into 2018 with increased scrutiny by regulators and an 
enhanced FRSP. 

For sure, demands on ACs will continue to increase – it’s a reality we 
have to accept. To be effective, ACs would need to be continually formed 
and kept up to date. This is where the SID AC Chapter comes in. 

We started in 2017 with six AC Pit-Stops and compiled a curated list of 
articles. There are more AC Pit-Stops and articles on the latest issues in 
2018. After the AC mini-guide, expect to see updated AC Guide in the 
second half of 2018 when the new Code is issued.” 

Daniel Ee
Deputy Chairman, AC Chapter, SID
Former Vice-Chairman, SID

• It has also compiled and made available a 
series of curated articles for members from a 
wide variety of sources.

• AC Chapter members have also contributed 
articles in various forums.

• AC Chapter work on the 2018 AC Mini-Guide 
with ACRA and PwC.

Implementing the New Accounting Standards 
ACs should work closely with management to ensure smooth implementation of 
the new accounting standards and convergence to SFRS(I). ACs should ensure the 

quantification of the potential impact of the new standards is disclosed in the 2017 financial 
statements. This will help investors understand the impact and make more informed 
investment decisions.”

Bong Yap Kim
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LR Changes Arising from CG Code 
Revisions

• Some existing code requirements would be 
shifted to the Listing Rules (LR) based on 
recommendations of the CG Council. 

• While the Code provides for variation from 
provisions with explanations by companies, 
compliance under LR is mandatory with no 
variations.

Sustainability Reporting

• Introduced in June 2016, effective for FY ending 
on or after 31 December 2017.

• Key components:
o Material ESG factors.
o Policies, practices and performance.

SGX RegCo 2018 Regulatory Updates

o Targets.
o Sustainability reporting framework.
o Board statement.

• Board statement is needed, there can be 
variations in the form. 

Handling of Confidential Information   
and Dealings in Securities

• New Guidebook launched in December 2017.
• Principles and guidelines to help companies 

and advisers in:
o Retaining control over the flow of 

confidential information.
o Appropriately restricting staff dealing in the 

company’s securities. 
o Creating a culture of compliance.

• Independent directors to form one-third of 
the board.

• Objective tests of director independence.  
A director is not independent if: 
o Employed by issuer or related corporations 

for current or past three FYs.
o Immediate family member employed 

or was employed by issuer or related 
corporations for past three FYs 
and remuneration determined by 
remuneration committee.

o Substantial shareholder or immediate 
family member is substantial shareholder.

o Has been on the board for aggregate 
period of more than nine years. Two 
options: (1) Hardcode in LR, (2) Subject 
to yearly vote with separate resolutions 
from all shareholders and non-controlling 
shareholders.

o Mandatory training for first-time directors.
o Directors to submit themselves for re-

nomination at least once every three years.
o Establishment of one or more committees 

to perform the functions of nominating, 
remuneration and audit committees, with 
written terms of reference setting out the 
authorities and duties of the committees.

o An effective internal audit function that is 
adequately resourced and independent.

o Board to comment on the adequacy and 
effectiveness of the company’s internal 
controls (including financial, operational, 
compliance and IT risks) and risk 
management systems. Where weaknesses 
are identified, they must be disclosed with 
the steps taken to address them.

o Disclosure of reasons for not declaring 
dividends.

New Baseline Rules
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• Areas covered include: 
o Arrangements to ensure confidential 

information remains confidential until it is 
reasonably expected to be disclosed under 
the relevant regulations.

o How to minimise the risks of accidental 
leakage of confidential information.

o Characteristics of effective trading restrictions 
on dealings in securities.

o How to promote strong awareness of the 
importance of appropriate handling and 
control of confidential information. 

Importance of Independent Directors
Independent directors act as a safeguard against dominant 
shareholders. Looking at the state of compliance, where 98 per 

cent of mainboard companies have independent directors that make 
up at least one-third of the board, I urge the remaining two per cent to 
just do it ... 

The nine-year rule will affect companies that have directors who have 
served more than nine years. Almost 30 per cent of the directors in 
this room have served more than nine years. In fact, we have some 
independent directors who are very wise, they have served more than 
30 years.”

June Sim
SVP and Head, Listing Compliance, Singapore Exchange Regulation

A Green Lane for Well-Governed Companies?
At the last SID forum, I talked about how we need to move away 
from using a stick and move towards using carrots instead to 

reward good corporate governance … 

Many of you here are supportive of a green lane and faster turnaround 
time for deserving companies. I would like to give you the assurance 
that I have taken note of your feedback, in particular, your points about 
the transparency of the process, and how the fast-track criteria should 
be applied fairly and equally to all companies across the board.”

Tan Boon Gin
CEO, Singapore Exchange Regulation
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Purpose of CG Council Review

• Keeps the Code up to date, relevant and effective.
• Validates the comply-or-explain model and 

enhance its practice.
• Considers how good corporate governance can 

be better inculcated and fostered in Singapore 
on an ongoing basis.

Key Considerations for Code Changes

• Fit Singapore’s own context and profile of 
companies here. 

• Sensitive to need for companies to not only keep 
up with change, but also to innovate, improve 
continuously and be well prepared for the future.

• Sustain and strengthen investor trust and 
confidence in Singapore’s capital markets.

Restructuring of Code

• Streamlined:
o Starts with Principles that are overarching 

and non-disputable statements of good 
corporate governance.

o For each Principle, there are Provisions that 
are actionable steps to guide companies on 
living up to the Principle. 

o Companies have latitude to vary from 
Provisions by taking alternative measures 
and explaining how the Principle is upheld 
just the same.

• Simplified:
o Avoids being coercive, refrains from use of 

“should”.
o Moves prescriptive elements to SGX Listing 

Rules.
o Added non-binding Practice Guidance for 

clarification and amplifications of best practices.
• Concise:

o Three fewer Principles.
o Word count reduced by half.

Thrust of Key Changes

• Improving board performance by means of a more 
diverse and more independent mix of directors, 
and by planning for renewal and succession.

• Make remuneration more transparent and 
 relating it to long-term objectives and performance.
• Get boards to engage with the wider community 

of stakeholders beyond shareholders.

Advisory Committee

• Formation of an advisory committee to 
advocate good practices, monitor progress of 
implementation, and issue practice guidance.

• Comprises subject experts, experienced directors 
and representatives from stakeholder groups 
(large and small enterprises, institutional and 
retail investors, audit and legal professions). 

• Has no formal regulatory powers but will act 
as a resource on corporate governance for the 
regulatory authorities.
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Making the Code Work
The Code by itself is not an Act of Law, and the Council 
came to an early consensus that the Code can be simplified 

and streamlined. The intention is to move companies away from 
a mindset of compliance – manifested in many cases as a ‘tick the 
box’ approach, with explanations for non-compliance by way of 
platitudes with little illumination – to one of thoughtful application 
of the Principles to their own business missions, objectives and 
circumstances...

I would say that no matter how we try to codify good governance, 
ultimately it will be the management and the board who determine 
how well the company performs and how well it is managed and 
governed. The imperative is for companies to recognise that good 
corporate governance helps in accomplishing their business mission 
and objectives and is therefore in their own best interests. The hope 
is for good corporate governance to become second nature.”

Chew Choon Seng
Chairman, Corporate Governance Council

Making the Code Count
In 2016, SGX commissioned KPMG to produce a report 
on the state of compliance with the CG Code. Based 

on the study, we individually engaged companies and shared 
with them their ‘report card’ showing key areas that are 
lacking and which can be improved upon. The response from 
our engagement sessions has been very positive. Companies 
can do it, they want to do it, but sometimes they just want to 
do it their own way...

I expect that after [the new Code is issued and] a suitable 
bedding-in period, a similar corporate governance review will 
be conducted by SGX, perhaps together with the proposed 
CG Advisory Committee.  I look forward to improved results 
and no more boilerplate, template or copycat disclosures.”

Tan Boon Gin

Corporate Governance 
Ecosystem

Improving corporate 
governance is a collective 

responsibility. Corporate 
governance rules alone cannot 
ensure a well-functioning 
capital market that is trusted 
by all stakeholders. Companies 
must also play their part and 
engage meaningfully with their 
stakeholders, and implement 
good corporate governance 
practices.”

Ong Khiaw Hong

FEATURES
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Corporate governance boils 
down to trust, confidence and 

transparency. We should not simply 
import corporate governance rules 
wholesale from other jurisdictions into 
Singapore. We need to bear in mind the 
needs of our local companies, especially 
the smaller ones.”

Yu-Foo Yee Shoon
Independent Director, ARA Trust Management (Suntec) Limited

Companies operate in a much more 
complex environment and to do well, 

they need to consider the varied requirements 
of various shareholders. The Code should be 
more specific and identify these stakeholders to 
maintain a transparent communications channel.”

Tham Sai Choy

In the restructuring, what goes into the 
Listing Rules are baseline requirements 

which most companies should and can comply 
with. We do recognise that there are smaller 
companies who may not have the resources so we 
try to introduce some flexibility through what goes 
into the ‘comply-or-explain’ Code Principles and 
Provisions, and the Practice Guidance.”

Rachel Eng

We are a global city and so we need to look at 
what other countries are doing. Yet we need 

to be clear and understand our challenges, and how to 
improve our CG regime. In this day and age, companies 
are complaining about the weight of compliance and 
compliance costs. In Singapore, we have always been 
very clear that we do not implement regulations just 
because everyone else is doing it. And the CG Council 
has certainly been doing so if you go through the 
various recommendations.”

Tham Sai Choy

Importing Corporate Governance Rules

Stakeholder Engagement

L-R: Tham Sai Choy (Board Member, ACRA), Rachel Eng (Deputy Chairman, WongPartnership LLP), Willie Cheng, (Chairman, SID).
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I support the set-up 
of an Advisory 

Committee which is a 
good step to promote good 
corporate governance 
practices.”

Chaly Mah
Chairman, Singapore Accountancy Commission

The key objective of establishing a CG Advisory 
Committee is to monitor the quality of CG disclosures 

by companies, issue opinions on CG practices and perhaps 
issue practice guidance along with changing times and more 
importantly, act as a reference to regulators for CG matters. 
It can also monitor ongoing regional and international 
developments in CG areas.”

Rachel Eng

CG Advisory Committee

Independence is a state of mind. If you do not have the right 
state of mind, you will not be objective, even if you only serve 

for a year. Having said that, I can understand the Council’s rationale 
for proposing a nine-year rule as guidance to determine independence 
in order to prevent familiarity threat which could impact objectivity. 
Between the option of a two-tier vote or a hard coded nine-year rule,  
I would prefer the nine-year rule for clarity and consistency.”

Chaly Mah

The nine-year rule is already there 
in the current Code. It is important 

to note that a director can still continue to 
serve on the board as a non-independent 
director after nine years – if the other rules 
on board composition regarding the number 
of independent directors are complied with.” 

Willie Cheng

The Nine-Year Rule and Director Independence

What is the Council’s rationale 
for disclosure of non-controlling 

shareholders’ vote on reappointment of 
directors with less than nine years? Are 
we empowering minority shareholders 
excessively?”

Chaly Mah

Over 80 per cent of listed companies have a controlling 
shareholder. The disclosure is thus a vehicle for the non-

controlling shareholders to express themselves and encourage 
IDs’ engagement with these non-controlling shareholders. Note 
that this is merely an advisory vote, it is purely for information 
and not binding.”  

Willie Cheng

Disclosure of Non-Controlling Shareholders’ Vote

The revised Code sets a threshold of 
$50,000 for payments to a director. 

Any board or management that wants to 
have an increase in the director’s pay of 
$50,000, or any company that circumvents 
the rule by increasing the director’s pay by 
$50,000 – does this make the independent 
directors non-independent?”

Chew Hai Chwee
CEO, SureCanLah

The $50,000 threshold is a guidance 
on what constitutes a significant 

payment to an individual director – apart 
from the regular director fee. The threshold for 
payment to or by a company is $200,000. These 
guidelines for assessing director independence 
are in the non-binding Practice Guidance. 
Director fees, on the other hand, have to be 
approved by the shareholders.  

Willie Cheng

$50,000 Threshold for Payments to an Individual Director




