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|17-001 Sample Questions and answers 

la) What is the main advantage of using the company as a form to do 
business? 

Ans: The company exists as a separate legal entity. Hence the debts of the 
company are not the debts of the owners of the company. The company is also 
separately taxed and sued. The owners' liability (ie what they can possibly lose) 
is usually limited to the amount they have contributed as part of the company's 
capital. This is unlike other forms of business like the sole proprietorship or 
general partnership, where the debts of the business are the debts of the owners 
and the owners can be sued in their personal capacity. Hence, the owners' 
personal property/assets can be implicated. 

lb) As a result of being a separate legal entity, a company has "perpetual 
succession". What does that mean? Can a company own property? 

Ans: This means that the company continues to exist even if there is a change in 
ownership. Yes, the company can also own property. 

2) Angie would like to set up a business. She is told that "limited liability is 
good". 

a) Explain to Angie the meaning of limited liability. 

Ans: Limited liability means that the members' liability to contribute to the debts 
of the company is limited to the amount that they each have agreed to contribute 
as capital to the company. If this amount has already been fully paid to the 
company, then the member need not contribute any more towards the company's 
debts and hence his or her personal wealth (eg his or her bank account savings or 
other assets like his or her house) is untouched. 

If the amount has not been fully paid, then the member's liability is limited to the 
unpaid amount. 

b) If Angie would like the advantage of limited liability and that of a 
separate legal entity but she does not want to comply with the numerous 
rules found in the Companies Act, what form of business organisation would 
be appropriate? Will she be able to form the business organisation alone? 

Ans: The Limited Liability Partnership. No, she needs at least another partner. 

c) If Angie runs the business with her mother (who will be a sleeping 
partner) in a general partnership, is the person responsible for managing the 
business also the only one liable for the debts of the business? 
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Ans: It is for Angie and her mother to decide and probably to document in their 
partnership agreement that Angie will be responsible for managing the business. 
However Angie and her mother will be jointly and severally liable for the debts, 
unless the partnership agreement states otherwise. 

3) Under what circumstances will a court "lift or pierce the corporate veil" 
and rule that the company and its owners are in fact the same legal entity? 

Ans: The circumstances include situations, 

• where the company is being used to avoid an existing legal duty or obligation 
or to perpetrate a fraud; or 

• where the facts show that the company is being used as an agent or partner of 
the controller; or 

• where a particular law shows an intention that the corporate veil should be 
disregarded in applying it. 

4a) Private exempt. What advantage does a company have over the usual 
private company? 

Ans: The private exempt company is legally defined as a company with not more 
than 20 members and where no member is a corporate shareholder. The main 
advantage is that private exempt companies are excused from some of the 
regulatory provisions of the Companies Act. For example, exempt private 
companies with a revenue of less than SGD5 million in a particular financial year 
need not conduct an audit of its accounts — s 205C of the Companies Act and reg 
89 A of the Companies Regulations. 

Exempt private companies also need not lodge their financial statements with the 
ACRA. They are also exempted from the prohibition against companies lending 
money or providing financial assistance to their directors or director-related 
companies. 

b) All listed companies are public companies. Why is this so? 

Ans: Companies may be incorporated as private companies only if their 
memorandum and articles: 

• restrict the right to transfer shares; and 

• limit the number of its members to not more than 50. 

The restriction on the right to transfer shares contained in the memorandum and 
articles of most private companies usually takes the form of requiring the 
approval of the board of directors prior to any transfer being undertaken, or of 
giving existing members a right of first refusal or "pre-emptive right" to 
purchase the shares. 

Shares of listed companies are freely traded on the stock exchange and the 
number of shareholders is unlimited, as long as there is a market for the shares. 
Hence, all listed companies do not bear the characteristics that define a private 
company and are therefore public companies. 

c) Explain if the Companies Act apply to foreign companies (eg companies 
incorporated outside of Singapore like Google Inc). 

Ans: Except for provisions that make specific reference to the word 
"corporation", the provisions of the Companies Act do not apply to foreign 
companies. The rules that govern the organisation and structure of foreign 
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companies are taken from the country in which the foreign company originates. 
A foreign company must register itself under the Companies Act prior to setting 
up or conducting its business operations in Singapore. 

5a) Good Bank Ltd is a company that operates in the finance industry. Is it 
governed by ACRA, MAS or both? 

Ans: Both. 

5b) Which of ACRA or MAS is responsible for: 

i)  disseminating the data concerning the shareholders and directors of 
Good Bank Ltd; and 

ii)  investigating the fact that Good Bank Ltd did not obtain a banking 
licence as required under the Securities and Futures Act? 

Ans: i) ACRA     ii) MAS. 

5c) What are the main sources of company law that would govern a public 
listed company? 

Ans: Companies Act, Companies Regulations, Securities and Futures Act, SGX 
Listing Manual and Best Practices Guide, Code of Corporate Governance, 
Financial Reporting Standards and case law. 

6) Who are promoters and what are their duties towards a company? 

Ans: Promoters are persons who take the steps related to establishing a new 
company (for eg reserving the name and registering the company). 

Promoters are fiduciaries of the company that they promote. They owe duties that 
are similar to those that directors owe towards the company. These include the 
duty to act with reasonable care and the duty not to make any secret profit in the 
course of establishing the company. Where it is sought not only to establish a 
company but also to invite potential investors to contribute capital, promoters 
also owe duties of disclosure to these investors. 

7) Are provisions relating to share transfers, the procedure for organising 
meetings or the procedure for declaring dividends found in the 
Memorandum or Articles of Association of a company? 

Ans: Articles of Association. Articles set out the rules on how the company is 
internally regulated. 

8) What are the objects of a company and how many objects clauses must a 
company's Memorandum of Association contain? 

Ans: Objects are the principal activities and the purposes for which the company 
is formed. However, a Memorandum need not contain any objects clauses. The 
Companies Act now allows a company to carry out any activity subject to any 
restrictions contained in the Memorandum. 

9) Explain if the following statements are true or false. 

a) A member having majority control in a company cannot, by him or 
herself, amend the Memorandum and Articles of Association. 

Ans: True. The Memorandum and Articles are each amended by a special 
resolution (ie at least 75% approval is required) of members in a general meeting. 
Majority control means the member only has more than 50% control but not 75% 
control of the voting rights in the company. 
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b) An entrenching provision can never be amended. 

Ans: False. The entrenching provision provides that other provisions in the 
Memorandum or Articles cannot be amended unless certain extra conditions are 
satisfied. The entrenching provision itself may be removed or altered if all the 
members of the company agree. 

c) Where the Memorandum and Articles of Association conflict, the 
Memorandum prevails. 

Ans: True, although the possibility of conflict is small as these two constitutional 
documents are meant to complement each other and have little areas of overlap. 

10a) Who owns a company and who manages the company? 

Ans: Members own the company; directors generally manage the company — 
s 157A(1) and (2) of the Companies Act. However the Articles may reserve 
certain powers of management for the members. 

b) State whether the following matters are within the powers of the 
company's directors or the powers of the members ie is it a matter for the 
directors to decide or the members to decide. 

Appointment and removal of directors Ans: Members 

Appointment of solicitors Ans: Directors 

Approving interested party transactions Ans: Members 

Approving the yearly budget Ans: Directors 

Amending the company's name Ans: Members 

Amending the Memorandum and Association Ans: Members 

Employment of the Chief Executive Officer Ans: Directors 

(unless it is stated eg in the Shareholders' Agreement / Articles / Joint Venture 

Contract that this requires the members approval as well) 

c) If members are constantly displeased with the management decisions of 
the board of directors, what can they do? 

Ans: Members who disagree with the management decisions made by the board 
of directors may be able to remove (or refuse to re-appoint) the directors, or 
perhaps amend the company's articles of association to limit the directors' 
discretion. 

11) Chelsea is angry that BBC Pte Ltd has not complied with the Articles. 
Chelsea is a member of BBC Pte Ltd but she is not a director. The directors 
have also ignored her when she highlighted the matter to them. These 
directors are not members. 

a) What can Chelsea do to ensure the Articles are observed? 

Ans: The Articles operate as a contract between the members and the company 
and also as a contract between the members themselves (s 39 of the Companies 
Act). 

Since BBC Pte Ltd (the company) has not complied with the Articles, as a 
member, Chelsea can enforce the statutory contract by asking the court for an 
order requiring the company to comply. The directors may be separately liable to 
the company for causing the company to breach the provisions in the Articles. 
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b) Can Chelsea, as a member of the company, enforce Articles that do not 
confer upon her rights as a member? (For example, where the Article states 
that the Managing Director shall be entitled to remain in office for at least 
two years) 

Ans: There is some uncertainty surrounding the question of whether all of the 
provisions of a company's memorandum and articles can be enforced by the 
members. In other jurisdictions such as Australia and England, cases have been 
decided to the effect that only those rules that confer rights that are personal to 
members in their capacity as such (eg the right to vote, the right to receive notice 
of meetings, etc) can be enforced. Conversely, members cannot enforce articles 
that relate to rights that are not specific to their capacity as such. 

12a) Name the three types of members' meetings. 

Ans: Statutory Meeting, Annual General Meeting and the Extraordinary General 
Meeting. 

b) When is the Annual General Meeting (AGM) held? Is it a compulsory 
members' meeting? 

Ans: According to s 175: 

• First AGM — within 18 months of the date of incorporation. 

• Second and subsequent AGM — within 15 months of the last AGM and in a 
separate calendar year so that there is an AGM in each calendar year. 

The AGM is not compulsory for private companies. The AGM may be waived by 
a unanimous decision (also known as a resolution) by members. 

lc) When is the Extraordinary General Meeting (EGM) held? 

Ans: Anytime. There are no restrictions or mandatory requirements on the 
timing. 

13) Lily has just become a shareholder in Fly & Win Pte Ltd. On 1 January, 
Lily receives a notice for an EGM to be held on 5 January. The notice states 
that a special resolution is proposed to be passed to change the company's 
name and an ordinary resolution is proposed to issue new shares. 

Advise Lily: 

a) on the meaning of special resolution 

Ans: A special resolution is a resolution that has been passed by not less than 
75% of the votes cast by members entitled to vote in person or by proxy at the 
meeting. 

b) on the meaning of ordinary resolution 

Ans: An ordinary resolution is a resolution that requires the support of more than 
50% of the votes cast by members entitled to vote in person or by proxy at the 
meeting. 

c) if she has received sufficient length of notice for the EGM. 

Ans: As Fly & Win Pte Ltd is a private company, 14 days notice of a proposed 
special resolution is required (If it is a public company, 21 days notice would be 
required) and 14 days notice of a proposed ordinary resolution is required. Lily 
has received only 4 days' notice. Hence, the notice period for the EGM is 
insufficient, unless Lily had earlier signed her consent to short notice. 
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14a) Alyssa tells you that she will be traveling extensively for the next six 
months and can't be present at any members' meeting. What can she do if 
she still wants to vote? 

Ans: Alyssa can appoint someone to attend the meeting on her behalf to vote. 
This person is called her proxy. Alyssa needs to fill up a proxy form. 

14 b) Who can convene a meeting and what are the records of what 
happened at a meeting called? 

Ans: 

• The board of directors / an individual director / members with at least 10% of 
the share capital or at least 5% of the members if the company does not have 
share capital are all able to convene a meeting. 

• Minutes 

15) Explain the following terms: 

a) quorum 

Ans: The minimum number that must be present in order for a meeting to 
commence. 

b) voting by poll 

Ans: Voting by poll means each member has as many votes as his or her number 
of shares. 

c) voting by hand 

Ans: Voting by hand means each hand raised represents one vote. 

16) Liza would like to be a company secretary. Liza just graduated with a 
degree in engineering. 

a) Can Liza be a company secretary in a public listed company? 

Ans: No. Liza does not have the requisite formal qualifications as she must have 
either, for at least three years in the period of five years immediately preceding 
his or her appointment as secretary, held the office of secretary of a company or 
is a qualified person under the Legal Profession Act (Cap 161), an accountant 
registered with the Institute of Certified Public Accountants of Singapore, a 
member of the Singapore Association of the Institute of Chartered Secretaries 
and Administrators, or a member of such other professional association as may 
be prescribed; 

Liza also does not appear capable of discharging the functions of secretary of the 
company — which includes advising the directors, maintaining the company 
registers, arranging for the allotment and issue of shares, liaising with the stock 
exchange and ensuring compliance with company law. 

b) Can Liza be a company secretary in a private company? 

Ans: Only if the directors of the company believe she has the requisite 
knowledge and experience to discharge the functions of a company secretary. 

17a) A non-executive director is always an independent director. Do you 
agree? Explain your answer. 

Ans: A non-executive director means he or she is not employed by the company 
(there is no contract of employment) and is not involved in the day-to-day full- 



COMPANY LAW – FOR INTERNAL CIRCULATION 

ONLY – PLEASE DO NOT DISTRIBUTE 
01/01/2018 

  
 

117-001 © 2008 CCH Asia Re Limited 



COMPANY LAW – FOR INTERNAL CIRCULATION 

ONLY – PLEASE DO NOT DISTRIBUTE 
01/01/2018 

  
 

Sample Questions and Answers 203 

time management of the company. Using the guideline provided in the Code of 
Corporate Governance regarding what does not amount to independence, a non-
executive director may not always be independent, eg his or her immediate 
family member could be a substantial shareholder in the company. However if he 
or she falls outside the four groups of relationships specified by the Code, then 
the non-executive director may indeed be independent. 

b) Besides non-executive and independent directors, what other types of 
directors exist? 

Ans: Managing director, executive director, nominee director, alternate director, 
shadow director and de facto director. 

c) What is the difference between a nominee director and an alternate 

director? 

Ans: A nominee director is a director who was nominated and appointed to the 
Board by another person or another group of persons. The alternate director 
however is only a temporary substitute for an existing director who is 
incapacitated to act or unable to attend to the company's business (eg attend the 
Board meetings). 

18) Richard is a director at ANX International Ltd, listed on the Singapore 
Exchange. Richard is recently convicted of drink driving and is sentenced to 
one month's imprisonment. 

a) As a result of the conviction, is Richard now disqualified to be a director? 

Ans: No. Richard is disqualified only if he is convicted of an offence involving 
dishonesty/fraud* or of an offence in connection with the formation or 
management of a company - s 154. 

b) If Richard is not disqualified, how can he be removed from the Board of 

ANX? 

Ans: ANX is a public company, therefore the members may remove him by 
ordinary resolution, notwithstanding anything to the contrary in the company's 
memorandum or articles of association (s 152). 

19) Explain if the following statements are true or false. 

a) A director is appointed by members. 

Ans: False / True. Typically, directors will be appointed by the members of the 
company. However, it is not always the case that all directors are appointed by 
members. It is possible for the articles of a company to allow the directors 
themselves to appoint additional directors. It is also possible for nominee 
directors to be appointed by employees or creditors, if that is something agreed to 
by the members and the company. 

b) A Remuneration Committee decides the salaries of executive directors 
and fees of non-executive directors. 

Ans: The Remuneration Committee only recommends the salary or fee structure 
but it must be approved by the company at a general meeting. 

20) Explain whether each of the following persons can be a director of a 
company in Singapore. 
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a) Jacqui is an American citizen and foreigner who does not stay in 

Singapore. She wants to be the sole director in the company. 

Ans: A foreigner who is not residing in Singapore cannot be the sole director. 

b) Fatima, aged 72, is still very mentally alert. She wants to be on the Board 
of XZ Pte Ltd, a wholly owned subsidiary of public listed XZ Investment 
Holdings Ltd. 

Ans: To be a director of a public company (eg XZ Investment Holdings Ltd) or a 
subsidiary of a public company (eg XZ Pte Ltd), Fatima's directorship must be 
approved by an ordinary resolution at an AGM. Her term of office will last till 
the next AGM. 

c) Calvin, an entrepreneur who was discharged from bankruptcy two years 
ago. 

Ans: Calvin is no longer a bankrupt hence he is not disqualified, as long as he is 
above 21 years old and is mentally sound. 

d) James, an undergraduate aged 20, who wants to run the company with 
his friends. 

Ans: James is below 21 years old and therefore is not qualified to be a director. 

e) Patrick, who used to be a director GetRich Pte Ltd. GetRich Pte Ltd 
became insolvent due to his mismanagement of the company and this was 
confirmed by a court order. 

Ans: Patrick is disqualified if the Minister of Finance or the Official Receiver 
applies for a disqualification order against him — s 149. 

21a) Which of the following is NOT a director's duty? 

(a) duty to act bona fide in the interest of the shareholders 

(b) duty to act bona fide in the interest of the company 

(c) duty not to place himself in a position of conflict of interest 

(d) duty to be diligent and act carefully 

Ans: (a) 

b) Acting bona fide means ____________ . 

(a) acting in bad faith 

(b) acting in good faith, that is, honestly 

(c) acting only with the shareholders' approval 

(d) acting cooperatively 

Ans:(b) 

c) Acting in the interest of the company means ____________ . 

(a) generally acting in the interest of the members, when the company is 
solvent 

(b) generally acting in the interest of the members and creditors, when the 
company is insolvent 

(c) benefiting the company even if it does not benefit the company's 
subsidiaries 

(d) All of the above 

Ans: (d) 
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22) Which of the directors general law duties are reflected in s 156 and s 157 
of the Companies Act? 

Ans: 

• For s 156: The general law duty to avoid conflict of interest — s 156 imposes 
on the director the duty to declare or disclose any conflict of interest to the 
Board. 

• For s 157 — The general law duty to act honestly and to use reasonable 
diligence. Section 157 also embodies the duty to act with care, skill and 
diligence imposed at general law. 

23) Mr Joseph is a lawyer who sits as a non-executive, independent director 
in Nestlayer Pte Ltd. Mr Joseph has to exercise the duty to act with care, 
skill and diligence. 

a) What standard of care and diligence is expected of Mr Joseph with 
respect to the general business of the company? 

Ans: He must acquire a basic understanding of the business of the company and 
must be familiar with the fundamentals of the company's business. He needs to 
exercise a reasonable standard of care and spend the time and effort expected of a 
non-executive, independent director (which will be less than that of a executive 
director). 

b) What standard of skill is expected of Mr Joseph when a contract is 
presented to the board of directors for approval? 

Ans: Mr Joseph, as a lawyer, needs to display the reasonable standard of skill 
expected of a lawyer with his level of experience to analyse the contract and to 
ensure it is in the interest of the company. 

c) What standard of skill is expected of Mr Joseph when the board of 
directors has to approve specific financial statements with complex figures 
and formulae? 

Ans: Mr Joseph need not understand the full workings of the formulae and the 
figures. He just needs to be able to grasp a basic understanding of the company's 
financial status from the figures. 

24) For each of the following scenarios, identify whether there has been a 
breach of directors' duties. If so, determine if it is a breach of a general law 
duty or a statutory duty. 

a) LCo's Articles give the Managing Director the power to buy golf club 
memberships for the purpose of entertaining the company's clients. The 
Managing Director buys a golf club membership on behalf of LCo, for the 
benefit of LCo's employees and their family members. Has the Managing 
Director breached any duty? 

Ans: Yes. The Managing Director did not exercise his power for the proper 
purpose (unless the family members qualify as clients) — general law duty. 

b) Bernard sits on the Board of XZ Pte Ltd, which is involved in the 
education business. One of Bernard's business contacts, Ling, approaches 
him to ask if he would be interested in a partnership to train cooks in 
Vietnam. The proposal would involve setting up a culinary school in 
Vietnam. Bernard had helped XZ set up a training facility in Malaysia to 



COMPANY LAW – FOR INTERNAL CIRCULATION 

ONLY – PLEASE DO NOT DISTRIBUTE 
01/01/2018 

  
 

Company Law in Singapore 117-001 



COMPANY LAW – FOR INTERNAL CIRCULATION 

ONLY – PLEASE DO NOT DISTRIBUTE 
01/01/2018 

  
 

206 Sample Questions and Answers 

train engineers. XZ has no intention of carrying out business in Vietnam. 
Bernard agrees to partner Ling. Thereafter he uses the experience that he 
gained from overseeing XZ's Malaysia's project to help the new partnership 
business. Has Bernard breached any duty? 

Ans: No. Bernard's experience is arguably not information that belongs to the 
company. He does not appear to have utilised corporate information or property 
to benefit himself or others, unless it can be shown, that information related to 
setting up a training facility to train engineers in Malaysia was relevant to the 
partnership business of training cooks in Vietnam. 

c) Catherine's sister owns a security company. Catherine's company, PCo 
needs security services so Catherine, the Executive Director of PCo signs a 
contract with that security company, on behalf of PCo. The other directors 
are not aware that Catherine's sister owns the security company. Has 
Catherine breached any duty? 

Ans: Yes. Catherine has breached the duty to act in good faith in the interest of 
the company and probably the duty to act with reasonable care and diligence, as 
she did not check if there were other better security services available — general 
law duties. She has also breached the duty to avoid conflicts of interest as the 
security company belongs to a member of her family — general law duty. The 
law assumes that she would further her family's interest to charge as much as 
possible for the security services while the company's interest would be to pay as 
little as possible. 

Catherine has also breached the duty to disclose, to the Board, that she is 
interested in the contract — statutory duty (s 156) and the statutory duty to act 
with reasonable diligence (s 157(1)). 

d) Dennis sits on the Board of Rest Pte Ltd as well as the Board of Relax Pte 
Ltd. Both companies intend to enter into a transaction for Relax to buy 
shares from Rest. Dennis declares his directorship to the respective Boards 
and requests that he be excluded from all communication, discussions and 
decisions relating to the proposed transaction. 

Ans: No. Dennis has disclosed his interest in the transaction and absolved 
himself from being involved, hence avoiding a conflict of interest. 

e) Eli owns a big piece of land in Thailand. Eli is a director in Sing-Thai 
Ventures Pte Ltd. Sing-Thai wants a piece of land in Thailand so Eli, bribes 
the other directors in Sing-Thai and succeeds in getting Sing-Thai to buy his 
land at a price above the average price for that type of land. 

Ans: Yes. 

When he bribed the other directors, Eli breached the duty to act in good faith in 
the interests of the company — general law duty and the duty to act honestly — 
statutory duty (s 157). 

Eli also breached the duty to avoid conflicts of interest as he entered into a 
transaction with the company — general law duty. 

25) Explain if the following statements are True or False. 

a) A director may not personally compete for any business opportunity that 
is presented to his or her company but if he or she resigns and is no longer a 
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director, he or she can then compete with his or her ex-company for the 
opportunity. 

Ans: False. Where a director resigns from a company to take up a corporate 
opportunity, the courts have held that the director will breach his or her duty by 
taking up the opportunity without the permission of the company where: 

• the resignation was prompted or influenced by a desire to acquire the 
opportunity sought by the company; or 

• it was the director's position with the company rather than a new initiative that 
led the director to the opportunity that the director later acquired. 

b) The consequences for a director who contravenes a statutory duty and a 
general law duty are the same. 

Ans: False. The consequences are different. Contravening a general law duty 
entitles the company to claim damages from the director. Contravening a 
statutory duty generally results in criminal prosecution and consequently, the 
imposition of a fine or imprisonment. 

c) A director who buys a third house should not obtain a loan from his or 
her company. 

Ans: True. The director's third house is very likely an investment property. 
Section 162 only allows the company to lend monies to its directors in order to 
acquire a home and not an investment property. 

d) Directors should not decide their own salary and the compensation for 
their loss of office as they may try to reward themselves excessively or seek 
to entrench themselves in the company. 

Ans: True. This is provided for in s 169 and s 168(l)(a). 

26a) Who can bring a legal action against a director for a breach of 
directors' duties? 

Ans: The company, the liquidator (when the company is being wound up) or 
members (on behalf of the company) 

b) Although the company exists as a separate legal entity, it is still an 
artificial entity. Therefore who are the ones who usually decide whether a 
company should institute legal action for a breach of directors' duties? 

Ans: It is usually the directors as they manage day-to-day running of the 
company. 

c) If the board of directors has to decide whether the company should sue 
one or a majority of the directors, is it likely that the company will 
commence the legal proceedings? 

Ans: Not likely because the directors may choose to protect themselves. 

27a) What are ACRA's powers to enforce compliance with the Companies 
Act? 

Ans: ACRA can investigate allegations of breach of the Companies Act. ACRA 
has the power to demand a fine without commencing legal proceedings. 

b) Can ACRA order the imprisonment of an offending director or officer of 
the company? 
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Ans: No. It is the court who orders the prison sentence when legal proceedings 
have been instituted and the offender is found to be guilty. 

28) A company has civil law remedies for breach of general law duties by 
directors of the company. State the most appropriate remedy for each of the 
following scenarios. 

a) Director A has been using petty cash to pay for his own lunches and does 

not intend to stop. 

Ans: Injunction to stop Director A from continuing to act in breach. 

b) Director B caused the company to sell its factory to Party X at 
SGD100,000 when it clearly could have been sold to Party Y at SGD200,000. 
The company therefore lost SGD100,000. The company has already entered 
into a contract with Party X. 

Ans: Damages to compensate the company for a loss of SGD 100,000 or recission 
of the contract so that the factory is returned to the company and Party X is 
returned SGD 100,000 (provided no innocent third party, who had no knowledge 
of the director's breach, would be adversely affected). 

c) Director C caused the company to sell a factory from Party Y at price of 
SGD200,000. Although the price was a good price and in the interest of the 
company, Director C received a secret commission of SGD20,000. 

Ans: An account of profit (for the SGD20,000) should be given. 

d) Can a company obtain civil remedies for a director's breach of a 
statutory duty? Give an example. 

Ans: Yes, where some of the statutory provisions specifically provide for specific 
civil remedies against directors. For example, the court may order the director to 
indemnify the company (s 162), or pay damages to the company or account for 
loss of profit (s 157). The company may also obtain an injunction to restrain the 
director from further a breach or an order to compel him or her to comply with 
the Companies Act. 

29) How may a director or officer of the company be excused even though he 
or she has breached his or her duty? 

Ans: 

• A majority of the members may ratify his or her breach but not in situations, 
where: 

- it is oppressive and may be challenged under s 216; 

- the result is to prejudice creditors because the company is insolvent 
when the ratification is undertaken; 

- it breaches the equitable limitation on majority voting power; 

- it results in a personal right of a member being eliminated; 

- it results in the misappropriation of the company's property; or 

- the members acted for the same improper purpose as the directors. 

• The court may excuse the person concerned if it appears that if is fair to do 
so, having regard to the circumstances of the case, including those connected 
with the person's appointment, and whether he or she acted honestly and 
reasonably the person. The court may relieve the person from liability on 
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such terms as the court thinks fit. However the court does not have the power to 
excuse the person from criminal liability. 

30) If a director of the company is found guilty of violating the Companies 
Act, is he or she entitled to continue as a director of the company? 

Ans: It depends on the nature of the breach. Directors who are convicted of 
offences involving fraud or dishonesty punishable with imprisonment for three 
months or more are disqualified from acting as directors and from managing 
companies — s 154. 

A conviction for breach of the duty to act honestly under s 157(1) or the duty not 
to engage in fraudulent trading under s 340(1) would result in a director being 
disqualified. In addition, the court has the power to disqualify a person from 
acting as a director and from managing companies where the person has been 
guilty of breaching specified administrative provisions of the Companies Act. 
The Articles may also prescribe the types of breach of duties that would 
disqualify the director and that he or she would have to, in those situations, 
vacate his or her office. 

31) The following are remedies available to members when a company has 
been mismanaged. State whether each of the following is a statutory or 
general law remedy or both. 

• Compulsory winding up Ans: statutory — s 254 

• Action for oppressive conduct of majority Ans: statutory — s 216 

members 

• Enforcing members' right to vote Ans: both 

• Action to recover, on behalf of the company, Ans: statutory — s 216A 

a director's secret profit 

32) Why are minority members vulnerable and therefore benefit most from 
members' remedies? 

Ans: Majority members can always outvote the minority. Minority members may 
also be disadvantaged by directors who are the ones managing or running the 
company. Minority members may not be able to sell their shares so easily if they 
are members of a private company as the sale of such shares require the consent 
of the directors. 

33a) What is a derivative action and why is it necessary for members to take 
derivative action sometimes? 

Ans: A derivative action is a legal action that should be brought by the company, 
for example, where there is a breach of a general law duty by a director. Where a 
wrong is suffered by a company, it is the company that has the right to take 
action in relation to that wrong because the company is a separate entity — see 
also the rule in Foss v Harbottle. 

Where the directors who are alleged to have mismanaged the company, are also 
in the majority, they may decide (on behalf of the company) that the company 
should not commence legal action against themselves. The court may however 
allow an individual member to bring an action on behalf of the company under 
s 216A as a derivative action against the wrongdoer. The member's legal action 
is derived from the company's legal action. 
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b) Is the oppression action/remedy (s 216) available only to minority 
members? What are the grounds for a s 216 action? 

Ans: It is available to all members but commonly used by minority members. 

Grounds: the company's affairs are conducted or the directors' powers are 
exercised in an oppressive manner towards a member or in disregard of the 
member's interest. 

OR 

An act is done or threatened or a resolution is passed or proposed that unfairly 
discriminates against one or more members or is otherwise prejudicial to one or 
more members. 

34) Zahid and Zara are the only two members of PCo. Their friends, Abu 
and Bakar are the two directors of PCo. Abu and Bakar intend to invest 
some of PCo's reserves in a small plot of land in Malaysia. It was established 
that a members' vote is not required to approve the investment. Nonetheless, 
as a measure of goodwill, the directors informed Zahid and Zara. Zahid and 
Zara object but the directors proceeded with the decision. 

a) To prove that the directors' powers were exercised in an oppressive 
manner towards them or in disregard of their interest, what tests must 
Zahid and Zara satisfy? 

Ans: Firstly, they must show that such conduct has been ongoing and not one-off. 
Secondly, they must show there has been a departure from standards of fair play 
or fair dealing that a shareholder is entitled to expect (taking into account the 
reasonable or legitimate expectations of the shareholder). 

b) If oppression can be established in court, would winding up be an 
appropriate remedy? 

Ans: No. The key remedies given by a court usually include either that the 
majority buys the minority's shares or that the company be wound up. While the 
court is given very wide discretion in relation to the remedies that it can order 
under s 216, the main focus of any remedy must be to bring to an end or remedy 
the matter complained of. Winding up would be a drastic remedy, appropriate 
only as a last resort and if it is not foreseeable that the company can continue to 
function. 

35) Gillian is a member of BCo. Please advise Gillian if she is entitled to: 

a) inspect the directors' minutes of meetings 

Ans: No. Members only have the statutory right to access the company registers, 
minutes of members' meetings, instruments that create registrable charges over 
the company's property and copies of the audited financial statements of the 
company and other documents that are to be presented at the AGM. 

b) enforce the Articles as against another member of the company 

Ans: Yes. The Memorandum and Articles form a statutory contract between 
members so each has the right to enforce the contract. 

c) appoint her mother to attend the EGM on her behalf 

Ans: Yes, a Member is entitled to appoint a proxy to vote at the meeting - s 181. 
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d) override the board of directors' decision 

Ans: If the company's Articles delegate power of management to the board of 
directors, then the members may not give instructions to the Board or override 
the decisions of the Board. The members cannot interfere with the management 
of the company if the power to manage the company is vested with the Board 
(for eg in Table A Article 73). 

36) Which of the following is NOT a compulsory register for a company? 

a) Register of Employees 

b) Register of Members 

c) Register of Directors' Shareholdings 

d) Register of Charges 

e) Register of Directors 

Ans: (a) 

37) When must minutes of a directors' meeting be kept? 

a) within two months of the meeting 

b) within a week of the meeting 

c) within one month of the meeting 

d) within two weeks of the meeting 

e) None of the above 

Ans: (c) 

38a) ABC Pte Ltd is a private company. Is it required to keep a Register of 
Substantial Shareholders? Who is a substantial shareholder? 

Ans: No. Only public listed companies need to maintain the Register of 
Substantial Shareholders. A substantial shareholder is one who owns at least 5% 
of all the voting shares in the company. 

b) Which Register has to contain a director's consent to act and the 
statement that he or she is not disqualified to be a director? 

Ans: Register of Directors. 

39a) What are the two components of an Annual Return? 

Ans: The Summary of Returns and the Main Return before they were merged in 
November 2007. 

b) When must the Annual Return be filed with ACRA? 

Ans: Not later than 30 days from date of the company's annual general meeting. 
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c) Will the information in the Annual Return be made public? 

Ans: The information contained in the annual return is publicly available through 
a search of the ACRA register. The search can be made electronically through 
Bizfile by any member of the public. 

d) XYZ Pte Ltd had already filed its Annual Return. Six months later, XYZ 
changes the address of its registered office and the place where it conducts 
its business, as well as borrows some monies from a bank (unsecured). 
Subsequent to that, its company secretary also moved to a new home 
address. XYZ further buys some machinery. Which of these matters 
requires notification to ACRA? 

Ans: Change of registered office and change of the company secretary's address. 

40 a) When will a company be exempted from audit? 

Ans: If it is a dormant company or an exempt private company with revenue of 
SGD5 million or less. 

b) TWD & Partners are the auditors of Shanzen Ltd. The auditors discover 
that certain transactions have been accounted for wrongly. Further, there 
have been certain breaches of the Companies Act and the Financial 
Reporting Standards have not been complied with fully. Advise the directors 
regarding what TWD could do with respect to these matters. 

Ans: 

• In the case of non-compliance with the Financial Reporting Standards, the 
auditors will determine if such non-compliance was necessary to give a true 
and fair view of the financial status of Shanzen. 

• In the case of non-compliance with the Companies Act, the auditors will 
determine if that would hinder the presentation of a true and fair view. 

• If they are not satisfied with any matter, they may set out their reasons in the 
auditors' report / bring it to the attention of the directors, or as a last resort, 
notify ACRA in writing. 

• If the auditors feel that a serious offence involving fraud or dishonesty may 
have been committed, they could notify the Minister or MAS. 

• The auditors could also state the particulars of all deficiencies in their report. 

41a) What are directors' obligations with respect to the company's financial 
statements? 

Ans: Directors have to: 

• prepare a Directors' report; 

• prepare a Directors' statement on whether the financial statements reflect a 
true and fair view of the company's financial status; 

• ensure the financial statements are audited not less than 14 days before the 
AGM, if audit is required; 

• ensure consolidated accounts are prepared if the company is a holding 
company; and 

• ensure the accounts are updated ie, not more than six months from date of 
AGM (in the case of non listed companies) or not more than four months 
from date of AGM (in the case of a public listed company). 
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b) Ozy Pte Ltd was incorporated in 1995. It is now the beginning of financial 
year 2008. Can Ozy throw away its accounts for financial years 1999, 2000, 
and 2001? 

Ans: It needs to retain its accounts for at least five years so only those for FY 
1999 and 2000 may be thrown away. 

c) Who must approve the company's audited accounts? 

Ans: Members at an AGM. Where AGMs have been dispensed with, members 
are still entitled to copies thereof not less than 28 days before the end of the 
period allowed for the laying of accounts. 

42) Kimberley would like to invest in shares of VCo. She is told that VCo has 
Class A shares and Class B shares. Within Class A, there are ordinary 
shares and preference shares. Kimberley would very much like a high yield 
on her investment. She is not interested in having a say in how the company 
is run. She wants to be a passive investor. Kimberley also does not have 
enough money to pay up for all the shares. She is told the company can 
make a "call" on the shares. 

a) What type of shares would be suitable for Kimberley? Why?   , 

Ans: Preference shares because she would have a priority over ordinary 
shareholders when dividends are paid. Preference shares also may not carry 
voting rights which would be fine with Kimberley. As a preference shareholder, 
she would be entitled to be repaid her share investment before the ordinary 
shareholders. 

b) Can Kimberley still subscribe for the shares if she cannot pay in full for 
them? 

Ans: Yes. A company can issue shares which are partly paid. She can pay the 
balance of the subscription price at a later date. 

c) What is a "call" and when can VCo make a "call" on the shares? 

Ans: A call is a request, by a company to the members/shareholders who have 
been issued partly paid shares, to pay the remaining balance of the subscription 
price. VCo can make a call anytime after the shares have been partly paid. 

d) What are the three ways in which Kimberley can become a member of 
VCo? If she is subscribing for new shares, what would be the general 
procedure? 

Ans: Three ways: 

Kimberley can either be named in the Memorandum as the first subscriber or 
after the company is incorporated (registered), she may subscribe for new shares 
or she may purchase existing shares from other members/shareholders. 

General procedure: VCo may invite Kimberley to subscribe for the new shares. 
VCo will determine the terms (including the price) on which the shares are to be 
issued, and the rights and restrictions attaching to them. Kimberley needs to 
make a written application for the shares she wants. The board of directors will 
decide whether to accept her application. If they accept, they will set the shares 
aside for her, enter her name into the Register of Members and notify her of the 
allotment. Kimberley will also be issued a share certificate evidencing her share 
ownership (unless the shares are scriptless). 
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43a) Explain the difference between a fixed charge and a floating charge. 

Ans: A fixed charge is a security over a specifically identifiable asset and the 
charger-company that gives the fixed charge will not be able to deal with that 
asset without the consent of the chargee-lender. The floating charge however, is a 
security over a class of assets and it does not attach itself specifically to any of 
the assets until the occurrence of a specified event. Meanwhile, the chargor is 
free to deal with the assets without the consent of the chargee. 

b) Travel Smart Pte Ltd owns a fleet of luxury cars. Travel Smart is in the 
transportation business. It needs to replace its cars from time to time. Travel 
Smart would like to raise capital by borrowing SGD500,000 secured by its 
fleet of cars. What type of charge should Travel Smart grant to the bank 
over the fleet of cars? 

Ans: A floating charge. Travel Smart will need its fleet of cars for business. It 
cannot afford to consult the bank each time it wants to deal with its cars or 
dispose of any car. The charge will be over a class of assets and not any specific 
car. 

c) Explain if a floating charge can be converted into a fixed charge. 

Ans: Yes, a floating charge can be converted (or crystallises into) a fixed charge. 
These events of crystallisation may include: 

appointment of a liquidator or a receiver; 

cessation of the company's business, at least where the company ceases to be a 
going concern; or 

an event of default as specified in the instrument creating the charge. 

44) DCo has issued to LT Bank a fixed charge over its intellectual property 
as well as a floating charge over its bank deposits. 

a) What are the consequences for LT Bank if the charges, though registrable 
under s 131, are not registered? 

Ans: The charges will be void (and therefore unenforceable) as against a 
liquidator and any other creditor of the company. This means that LT Bank will 
lose its rights with respect to the secured property when DCo is being wound up 
or when there is a contest between LT Bank and another registered chargee over 
the same asset. LT Bank will be treated as an unsecured creditor. The charge 
would however still be valid as against the company. 

b) Explain to LT Bank if its floating charge will always be valid and 
enforceable, as long as it was registered. 

Ans: Even though the charge is registered, if DCo created the floating charge 
within six months of the commencement of its winding up, the floating charge is 
void, unless it can be proven that DCo was solvent immediately after creating the 
charge. However, if LT Bank paid cash to DCo at the time of or subsequently to 
the creation of and in consideration for the charge, the charge is valid to the 
amount of cash advanced. 

45) GCo borrows money from TG Bank. The loan is secured by a floating 
charge over GCo's inventory. Without the knowledge of TG Bank, GCo 
subsequently borrows more money from SoGood Bank and secures this 
second loan with another floating charge over the same inventory. SoGood 
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Bank is unaware of the earlier loan to TG Bank. Thereafter, last but not 
least, GCo borrows money from its sister company and grants a fixed charge 

over "all its assets" to the sister company. 

Explain the following: 

a) Which bank obtains priority over the inventory? 

Ans: Between the two floating charges over the same inventory, the one created 
first has priority unless the prior charge allowed the company to create 
subsequent charges with an equal or higher priority. 

b) In the event GCo is unable to repay its debts, is the sister company 
entitled to have its claim satisfied by the inventory? 

Ans: The inventory is part of GCo's assets. The inventory is therefore subject to 
three competing claims from the three chargees: TG Bank, SoGood Bank, and 
the sister company. The sister company will be competing with a bank for the 
inventory. As between a floating charge and a subsequent fixed charge, the fixed 
charge has priority unless the subsequent fixed chargee has knowledge of the 
existence of negative pledge clause in the floating charge. 

46) Explain the difference in meaning between: 

a) Receivership and Judicial Management 

Ans: When a company is in Receivership, it means a receiver has been appointed 
either by a court or a secured creditor to take control of specific charged assets, 
typically, to enforce the secured creditor's security. The receiver may sell the 
assets to raise cash. The company may still be solvent at the time of 
Receivership. 

On the other hand, when the company is under Judicial Management, the 
company is insolvent but the company enters a temporary safety zone (or 
"moratorium") from creditors' claims while a considered decision is made — by 
its creditors — on the future of the company. The Judicial Manager tries to 
revive the company back to a healthy financial state. 

b) Liquidation and Dissolution 

Ans: Liquidation is the process of selling off the company's assets and 
distributing the proceeds among the company's creditors and — if there are any 
funds left over — among its members. The end result is usually dissolution. 
Dissolution is the action that brings the company to an end. The company exists 
as an entity throughout the liquidation process. It is only after a company is 
dissolved that it ceases to exist. 

47) You are a secured creditor of a company and you become aware that the 
company has recently run into cash flow difficulties. The company's 
problems are short-term and there is a good chance that it can turn around. 
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a) How would you prove that the company has become insolvent? 

Ans: A company is insolvent when it is unable to pay all its debts as and when 
they become due and payable - s 254(l)(e). This may be proven via evidence. 

However a more common way to prove that a company is insolvent is by serving 
a "statutory demand" on the company. A statutory demand is a demand setting 
out a debt (or debts) that exceeds SGD 10,000, due and payable by the company 
to the person (creditor) serving the demand within three weeks — s 254(2)(a). 
The company has three weeks after the service of the demand to either pay, or 
secure, or compound the debt to the creditor's reasonable satisfaction. If not, it is 
deemed insolvent. 

b) Explain if you, as a creditor, would appoint a receiver or a judicial 
manager. In particular, explain the advantage for the company if it is under 
judicial management and the advantage for the creditor if the company is 
under judicial management. 

Ans: Appointing a receiver to enforce my security may trigger an event of default 
for the company vis other creditors and thus cause more creditors to enforce their 
securities and demand repayment of the company's debts. Flooded with a sudden 
demand or enforcement by creditors, the company may trade into insolvency and 
eventually be liquidated. 

Since the company's problems are short term and there is a good chance for it to 
turn around, appointing a Judicial Manager will give the company immunity 
from creditors' claims for a time period and this gives the company an 
opportunity to trade back into solvency, as during this time period, the judicial 
manager manages the company instead of the directors and seeks to achieve the 
survival of the company. 

If the company can be revived and achieves a healthy financial state once again, 
this is good for the creditor because payment of debt is more assured. If the 
company is eventually liquidated because of insolvency, this may not necessarily 
be beneficial for the creditor as the creditor may not obtain a full return of its 
loan (for eg, there may not be enough assets for distribution to creditors). 

c) Who may be appointed as a Judicial Manager? 

Ans: An approved auditor who is not the appointed auditor of the company. 
However a Judicial Manager appointed by the court or nominated by the Minister 
need not be an approved auditor. 

48) Nigel is a certified auditor who has recently been appointed, via a court 
order, as the Judicial Manager for Crisp Careers Pte Ltd. The company 
owns a residential unit in a condominium development. He intends to sell 
this property to realise some cash for the company's reserves. The directors 
however object and vow to do all they can to stop his plans. 

a) Advise Nigel if the directors have the powers to do so. 

Ans: No, the directors do not have the power to do so. The effect of a Judicial 
Management order is that the functions and powers of the board of directors are 
transferred to the judicial manager. Hence, Nigel has the power to manage the 
company despite the directors' objections. He takes into his custody and control 
all the property to which the company is or appears to be entitled. 



COMPANY LAW – FOR INTERNAL CIRCULATION 

ONLY – PLEASE DO NOT DISTRIBUTE 
01/01/2018 

  
 

117-001 © 2008 CCH Asia Pte Limited 



COMPANY LAW – FOR INTERNAL CIRCULATION 

ONLY – PLEASE DO NOT DISTRIBUTE 
01/01/2018 

  
 

Sample Questions and Answers 217 

b) Nigel asks if the directors need to submit a "statement of affairs". Advise 

Nigel. 

Ans: Yes, the directors of the company and the company secretary must submit a 
statement of affairs to him within 21 days of receiving notice that the judicial 
management order has been made. As a Judicial Manager, Nigel needs the 
statement of affairs in order to investigate into the state of the company and 
understand its affairs quickly. 

c) How long will Nigel remain as the Judicial Manager? 

Ans: 180 days from the date of the judicial management order. Nigel may remain 
as the Judicial Manager for a longer period if the court extends this 180 days. 

d) A group of creditors have, as directed by the court, met to plan a scheme 
of arrangement to help Company A pay its debts. What other steps need to 
be taken to formalise this scheme of arrangement? 

Ans: 

The creditors need to approve the scheme by a required statutory majority. 

Once the required statutory majority is obtained, the company goes to court to obtain 
a court order approving the scheme. 

The court approves the scheme if the scheme: 
 

complies with the law; 

was approved by the creditors based on adequate information; and 

is reasonable. 

• a copy of the court's order then needs to be lodged with the Accounting and 
Corporate Regulatory Authority (ACRA). 

49a) List the types of winding up 

Ans: 

There are four types of winding up: 

members' voluntary winding up 

creditors' voluntary winding up 

compulsory winding up on grounds of insolvency 

compulsory winding up on grounds other than insolvency 

b) What are two essential differences between a members' voluntary 
winding up and a creditors' voluntary winding up? 

 

Members' Voluntary Winding Up Creditors' Voluntary Winding Up 

Liquidator is appointed by the members Liquidator is ultimately appointed by the 

creditors 

Liquidator need not be an approved 
liquidator (as defined in s 4) and he can be 

an officer of the company, a partner, 
employer or employee of an officer of the 

company or even a partner or employee of 
an employee of an officer of the company 

Liquidator needs to be an approved 

liquidator (as defined in s 4) unless a 

majority of creditors in number and value 

determines otherwise. 
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50) Promising Peanuts Pte Ltd borrowed SGD800,000 from SG Bank, 
secured by a mortgage over its factory and entire inventory. Promising 
Peanuts produces gourmet peanuts. However recently, research studies 
show that peanuts do not promote health. In addition, Promising Peanuts' 
investments in China have failed miserably. 

a) If SG Bank wants to compulsorily winding up the company because of 
insolvency, what would it have to show? 

Ans: Under s 254(l)(e) — SG Bank must show that Promising Peanuts is unable 
to pay it debts as and when they become payable. 

b) What procedure must SG Bank follow in order to compulsorily wind up 
the company on the ground of insolvency? 

Ans: SG Bank needs to apply to court for a winding up order. The court has the 
discretion to order the company to be wound up. 

c) Can SG Bank wind up Promising Peanuts even if the latter is solvent? 

Ans: Yes, if it can show that directors have acted in affairs of the company in 
their own interests rather than in the interests of the members as a whole, or in 
any other manner that appear to be unfair or unjust to other members or that it is 
just and equitable to wind up Promising Peanuts. 

d) When will the winding up commence? 

Ans: Winding up is deemed to have commenced when the winding up 
application is made. 

e) If the court makes a winding up order, does the liquidator have power to 
sell Promising Peanuts' other property besides the factory and the 
inventory? What is one way in which others are notified that the company is 
in liquidation? 

Ans: 

All property that the company is entitled to comes under the control of the 
liquidator — s 269. The liquidator may also carry on the company's business 
so far as is necessary for the beneficial winding up for a period of up to four 
weeks after the making of the winding up order. Therefore if selling the other 
properties will be beneficial, the liquidator is empowered to do so. — s 
272(l)(a). 

Once a winding up commences, every invoice, order for goods or business letter 
issued by the company must have the words "in liquidation" added after the 
name of the company — s 319(1) so this is one way that others are notified. 
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LIST OF ABBREVIATIONS 

ACRA......................................................... "Accounting and Corporate Regulatory 
Authority". This is the statutory board responsible 
for looking after the regulation of companies, 
businesses and public accountants. Further 
information about ACRA may be found at the 
following url: www.acra.gov.sg 

CLRFC ....................................................... "Company Legislation and Regulatory 
Framework Committee". This is a sub-committee 
appointed by the Ministry of Finance, the Attorney-
General's Chambers and the Monetary Authority of 
Singapore in December 1999. It was part of a 
broader initiative to review Singapore's financial 
sector. The terms of reference were "to undertake a 
comprehensive and coherent review of our company 
law and regulatory framework and recommend a 
modern company law and regulatory framework for 
Singapore which accords with global standards and 
which will promote a competitive economy". 

MAS ........................................................... "Monetary Authority of Singapore". This is the 
governmental body responsible for the regulation of 
all elements of monetary, banking and financial 
aspects of Singapore. Further information about the 
Authority may be found at the following url: 
www.mas.gov.sg. 

SGX ........................................................... "Singapore Exchange Ltd". The Singapore 
Exchange Limited is Asia-Pacific's first demutualised 
and integrated securities and derivatives exchange. 
It was inaugurated on 1 December 1999, following 
the merger of the Stock Exchange of Singapore and 
the Singapore International Monetary Exchange. 
Further information about the Company may be 
found at the following url: www.sgx.com 

http://www.acra.gov.sg/
http://www.mas.gov.sg/
http://www.sgx.com/
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Associated company is a company in which 
at least 20% but not more than 50% of its 
shares are held by a listed company or group. 

Associate is given a very broad definition in 
the SGX Listing Manual and includes an 
individual's immediate family and any 
company in which he or she and his or her 
immediate family together have an interest of 
30% or more. For companies, associates refer 
to related companies (ie subsidiaries or 
holding companies) and companies in which 
it and/or its related companies have an 
interest of 30% or more. 

Articles of association are the rules agreed 
on by the members of the company that 
govern matters connected with its internal 
administration, such as arrangements for 
appointing and removing directors, 
arrangements governing directors' meetings 
and members' meetings, details of the rights 
attached to shares and procedures for the 
transfer of shares. A company may use the 
Table A articles (which are a set of rules 
contained in the Table A, Fourth Sch of the 
Companies Act) as its articles of association, 
or replace or modify some or all of those rules 
with provisions to suit the particular 
circumstances of the company. 

Body corporate is the general term used to 
describe an artificial person created by law to 
hold property and legal rights and incur 
obligations. A body corporate is treated as a 
separate person from those who own shares in 
it or participate in its operation. This means 
the identity of the body corporate is not 
affected by changes in the identity of those 
persons. 

Chattel is any property that is not land. 

Code of Corporate Governance The Code 
was first issued by the Corporate Governance 
Committee on 21 March 2001. Compliance 
with the Code is not mandatory but listed 
companies are required under the Singapore 
Exchange Listing Rules to disclose their 
corporate governance practices and give 
explanations for deviations from the Code in 

their annual reports for Annual General 
Meetings ("AGMs") held from 1 January 
2003 onwards. The Ministry of Finance 
issued a revised Code on 14 July 2005. The 
Code of Corporate Governance 2005 
supersedes and replaces the Code that was 
issued in March 2001. The Code of Corporate 
Governance 2005 takes effect from AGMs 
held on or after 1 January 2007. Listed 
companies should disclose their corporate 
governance practices and explain deviations 
from the Code of Corporate Governance 2005 
in their annual reports for AGMs held from 1 
January 2007 onwards. 

Companies Act is the statute governing the 
creation, operation and termination of 
companies in Singapore. 

Company is a particular type of corporation 
that is formed by being registered under the 
Companies Act. The company is the most 
common form of corporation used in doing 
business in Singapore. 

Company limited by shares is a particular 
type of company. In a company limited by 
shares, members have purchased shares by 
making a contribution to the company. If the 
company becomes insolvent, the members 
generally are not required to make any further 
contribution to meet the company's debts. 

Corporation when used in the Companies 
Act, means any body corporate formed or 
incorporated or existing in Singapore or 
outside Singapore and includes any foreign 
company. 

Corporate Governance the processes and 
structure by which the business and affairs of 
the company are directed and managed in 
order to enhance long term shareholder value 
through enhancing performance and 
accountability, while taking into account the 
interests of other stakeholders. 

Creditor — someone to whom the company 
owes money. 

Default penalty is defined in s 408. 
Essentially, it is a penalty imposed on persons 
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who, having been convicted of an offence 
under the Act, continue not to comply or 
continue to contravene the relevant provision 
of the Act. If no quantum is provided for 
under the relevant section, the default penalty 
cannot exceed $200 for every day that the 
offence continues. 

Director is a person appointed in accordance 
with the company's articles of association to 
manage the business of the company. In small 
companies, the members may all be directors 
of the company, but in large public 
companies, with thousands of members, this 
will not be the case. 

Emoluments includes director's fees and 
profit share arrangements, any sums paid by 
way of expenses allowance as far as those 
sums are charged to income tax in Singapore, 
any contribution paid in respect of a director 
under any pension scheme and any benefits 
received by the director otherwise than in 
cash in respect of his or her services as 
director. 

Exempt private company — private 
company that has not more than 20 members 
and in which no corporation has any 
beneficial interest (s 4). 

"Holding company" is defined in s 5 and 
means a corporation that has another 
corporation as a subsidiary. A corporation is a 
subsidiary of another corporation if: (1) that 
other corporation: 
controls the composition of the board of 
directors of the first mentioned corporation; 
controls more than half of the voting power 
of the first mentioned corporation; or 
holds more than half of the issued share capital 
of the first mentioned corporation; or (2) the 
first mentioned corporation is a subsidiary 
of any corporation which is the other 
corporation's subsidiary. 

Listed public company means a company 
that has been admitted to the official list of a 
securities exchange in Singapore. 

Insolvent — a company is unable to pay its 
debts as and when they become due and 
payable. 

Limited liability is a term used to describe the 
fact that shareholders in a company limited by 
shares are not liable to contribute additional 
money to meet the company's debts, beyond 
the amount initially agreed to be paid for the 
share. 

Listed company is a company that has its 
shares listed for quotation on the Singapore 
Exchange Limited (SGX). This means that 
members of the public can buy and sell shares 
in the company through the stock market 
operated by the SGX. All listed companies 
are public companies. 

Memorandum of association is the basic 
constitutional document of a company. It sets 
out the company's structure and aims. The 
minimum requirements to be stated in the 
memorandum are set out in s 22 of the 
Companies Act. 

Moratorium — a stopping of an activity for 
an agreed amount of time. 

Option is the right to subscribe for a share at a 
future time at a pre-agreed price. 

Private company is one type of company, 
public companies are the other. Private 
companies are not permitted to have more 
than 50 members and have restrictions on the 
free transfer of shares. Most Singapore 
companies are small businesses and most of 
these are private companies. 

Public company is any company that is not a 
private company. Public companies are 
subject to more onerous regulation. 

Secretary is a person responsible for 
performing certain administrative functions in 
connection with the company required by 
law. The secretary is appointed by the 
directors. 

Secured creditor a creditor whose debt is 
protected by a security interest (eg a bank that 
has a fixed charge over a company's land and 
plant and equipment; and a floating charge 
over the company's cash, stock and book 
debts). 

Security a charge or other legally recognised 
interest in a company's property that gives 
some kind of protection to a person who loans 
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money (or provides goods or services on 
credit) to a company. 

Share is a claim against the company issued 
by the company to a person who contributes 
equity capital to the company. It is a form of 
personal property that represents an asset in 
the hands of the person who owns it. 

Shareholder A person who owns a share in a 
company. The members are the ultimate 
owners of the company. Shares have rights 

attached to them that may give the holder the 
right to share in the company's profits and to 
have some say in certain fundamental 
decisions affecting the company. 

Unsecured creditor a creditor whose debt is 
not protected by a security interest (eg a firm 
that has supplied stationery to the company, 
on the basis that the company has 30 days to 
pay). 
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