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98-001 Introduction

We saw in Chapter 6 that the power to make decisions in relation to the
structure and operation of companies is divided between the board of
directors on the one hand and the members in general meeting on the other,
Each is sovereign with respect to its decision-making powers and neither can
appropriate the power allocated by law to the other.

In Chapter 7 we summarised those matters on which members have a say in
the life of their company. In some cases, members have the power to propose
and adopt changes, such as changes to the company’s memorandum and
articles of association or (in the case of members of a public company) to
remove the directors. In other cases, members’ approval is required before the
board can implement certain decisions taken by it in the course of exercising
its power to manage the business of the company. Certain increases and
decreases in the company’s issued capital and related party transactions fal]
into this category. In these circumstances, company law gives members the
power not to approve such decisions.

In this chapter we look at the procedural requirements in accordance with
which members must exercise their decision-making power. The first part
looks at members’ meetings. The second part looks at decision-making
without a meeting.

Company law contains detailed requirements for members’ meetings.

These requirements are designed to ensure that all members have the
opportunity to know the business of the meeting and participate in the
decision-making process in an informed and fair way.

MEMBERS’ MEETINGS

98-100 Annual general meetings

Generally, all companies are required under s 175 of the Companies Act to hold
a meeting of members (referred to as the “annual general meeting”) at least
once in every calendar year.' The annual general meeting (or “AGM"’) should
be held within 15 months of the previous AGM. Companies need not hold an
AGM in their first year of incorporation so long as their first AGM is held
within 18 months of the date on which they are incorporated. The time
restriction may be extended by the Registrar if, for any special reason, he or
she thinks it fit to do s0.? The Act requires that the directors of every company
shall lay the accounts before its members at the AGM.? This is necessary
unless there is resolution under s 175A (which allows private companies to
dispense with the need to call for AGMs) in force at the relevant time.*

L Private companies may, however, elect to dispense with annual general meetings. This is
discussed below,

2 Section 175(2) of the Companies Acl.
3 Section 201 of the Compaities Act.
4 Section 201C of the Companies Act,
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wy meetings

Members may also be asked to vote on the appointment of auditors wheﬁre the
company is not exempt from audit requirements or a dormant company.

It is the practice for companies to also include the following matters for
discussion and approval at their AGMs, either becauselthel Act or the
‘mmpany’s articles requires such action or member’s sanction in respect of

such matters:
® the election of directors;

e the re-appointment of directors of a public company or of its subsidiary
who have reached the age of 70 years old;

# the authorisation (or mandate) for directors to issue new shares in the
company;
e the approval of dividends declared by the directors; and

e the fixing of auditors’ remuneration. Companies are also free to include
other Huginess to be considered at their AGM.

Disperisirig with the need to hold an annual general meeting

Traditionally, company law treated the need to have a meeting at least once a
year as sacrosanct. The purpose for such a meeting was to report to me:inbers
n the affairs of the company and to give members the opportunity to
question the directors and give their views on matters. Modern company law,
however, recognises that this may not always be necessary, especially among
small companies where the members are the ones wlho actuarlly run and
manage the company. Private companies are now perrmtted to dispense with
the need to hold an AGM. Section 175A allows this W!"IEI'E there has been.a
resolution passed by all of such members as, being entitled to do so, vote in
person or, where proxies are allowed, by proxy present at the meeting to
dispense with the need for an AGM — ie a unanimous resoh.}tmn of all
members of the company who are entitled to vote. Where suqh a dispensation
is in effect, any provision under the Act that requires smlnethmg to be done aif
the AGM may be done through the passing of a resolution by written means
under s 184A.° Any member of the company may, however, require an AGM
to be held for any particular year by giving notice to the company of his or her
request at least three months before the end of that year.

€8-120 Other types of meetings

All public limited companies with share capital are required to hold a general
meeting not earlier than one month and not later than three months aftm: thE};
commence business. Such a meeting is referred to as a “statutory meeting”.
The purpose of this meeting is to require the directors of the company to
report to the members on the various matters specified in s 174.(3), whujh
include details on the share capital of the company, the cash received by it,

particulars pertaining to directors, managers, auditors, debenture holders, etc.

5 Section 205(2) read together with sections 205 and 295 of the Companies Act.
6 Section 175A(10) of the Companies Act. See §8-540 for a discussion of this.
7 Section 174 of the Companties Act.
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Meetings of the company other than AGMs and the statutory meetin
referred to as extraordinary general

meetings. A company may also holg
class meeting where a separate resolution by members of a class is requira
for example under s 74 of

cancellation of ¢lass rights.

CONVENING MEETINGS

18-200 How are members’ meetings convened?
The manner in which general meetings are convened is governed primarily by
the articles of association of a company and the provisions of the Companijes
Act. Generally, the board of directors arranges for AGMs. Most articles of
association also give the board (or individual directors) the right to conveng
extraordinary general meetings.® Also, members can, under specified
circumstances either request (or requisition) the directors to call a meeting op
convene one themselves, In addition, where for some reason or other it s
impractical for a meeting to be convened in accordance with any of the
prescribed procedures, the court may, either of its own accord or upon an
application being made by a director or member, order a meeting to be held ®
There are several procedural requirements that
convening of meetings such as the need to give to su
the meeting to all members and to provide
matters to be considered at the meeting.

In this part, we look at the following:

are prescribed for the
fficient advance notice of
full and fair disclosure about the

® Who can arrange for a meeting to be held?
® Who determines the agenda of the meeting?
® What are the notice requirements?

The Companies Act and the general law im
relation to the calling of meetings,
purpose and that they must be held

poses overriding réauirements in
that they must be called oily for a proper
at a reasonable time and place.

8-220 Requesting and calling meetings

Generally a company’s articles of association will state who can arrange for a
meeting of members to be held. The articles of association are supplemented
by provisions of the Companies Act.

Meetings convened by the board

The board of directors may convene general and class meetings when those
meetings are necessary for the administration of the company’s affairs. The
power to do so is part of the board’s general powers of management under the
articles of association and at common law.

8 For example, see Art 43 and 44 of Table A.
9 Section 182 of the Comparties Act.

18-200
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oposed or any statement to be circulated is to be

of any resolution pr
nless the company at general meeting resolves

by the requisitionists u

260 The notice requirements
rinciple of the law governing meefings is that members should receive
ate notice of the matters to be considered at the meeting. To that end,

 imposes requirements relating to:
eceive the notice of meeting, and the effect of failure to

pjrdvide notice to a member or members;

e the amount of notice that must be given (that is, how far in advance of
the meeting the members must be told about the meeting); |

@ the content of the notice (that is, what must be included in the notice and

the amount of detail that is required); and
" @ the matfers that may be dealt with at the meeting (in particular, through

restricting the matters that may be considered at the meeting to those of
whicii adequate notice has been given).

who must T

‘t-ﬁl_ﬁ}»:-ge requirements are discussed below.

of meeting?
g of members must be given individually
e meeting and to each director and to any

¥/ho must be given the notice

Written notice of a proposed meetin
to each member entitled to vote at th

other person specified in the articles.”
rsonally, by post, facsimile or email, or by any

'ﬂm notice may be given pe
other means permitted in the company's articles of association." If the
company has appointed an auditor, the auditor must also be given the notice

of meeting."®

Sometimes, due to an administrative error, the company may fail to give the
notice of meeting to one or more members. Section 392(3) provides that
accidental omission to give notice of the meeting to a person, or non-receipt by

does not invalidate the meeting unless the

any person of notice of the meeting,

person applies to the court for a declaration that the proceedings of the
meeting are void. Procedural irregularities are discussed in §8-600.

How far in advance of the meeting must the notice be given?

The amount of notice that must be given is prescribed by the Companies Act
and is dependent on both the type of company involved and the type of
rtesolution that the meeting intends to pass. Section 177(2) states that the
minimum period of notice is 14 days, although the company’s articles may
provide for a longer period of notice. This notice period can be reduced, in the

case of AGMs, by agreement of all members entitled to attend and vote at the

13 See Art 111 of Table A.
8 of Table A. See also s 387A of the Companies Act dealing with |

14 Tor example, see Art 10
electronic transmission of notices of meetings.

15 Section 207(8) of the Companies Act.

18-260
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company." Similar to the register of members, the register of subst
shareholders is open to the inspection of any member without charge ad
any other person on payment of $2 or less for each inspection.® In addi;n’
is also possible to obtain information on who the substantial shareholder,
company are from the company’s annual report. A company listed on th
is requn"ed to set out in its annual report the names of the mme /,
substantial shareholders and a breakdown of their interests as well [;an}.
names of the 20 largest shareholders and the number of shares held by m:m

116-320 What is membership?

All companies are required to have at least one member.® The compan

members are, loosely speaking, its owners. They are the people who ha

invested money with the company in the expectation that they will T\EC@,iV«e%
return on their funds if the company is successful, either in the form ;
d1st1:1but1l.ons (called “dividends”) paid out of the company’s profits durin. ?5
trading life, or in the form of a growth in the value of their investment ingt;té
company over time. In the case of a company limited by shares, the members
are the company’s shareholders — the people who have subscribed for -
purchased shares in the company. 9

The nature of share capital — the interest in the

§ tal — the interes company held by members —
was discussed at Ien‘gth earlier in this chapter. Shareholders I.]l: a company
may hulc‘:l shares of different classes, entitling them to different distribution 61-
control rights. The concept of classes of shares was also discussed earlier.

'I'be question of who is a member of a company is an important one because
many of the important rights and remedies available under the Companies Act
depend on the person claiming them being a ““member”.

Who can be a member of a company?

Any puﬂ.-r:-:c::r%1 who ca[mdhuld propergl in their own name can be a maftiber of a
company. lhis includes humans * and artificial per. h as’e i
St g persons such as companies
Who are the members of a company?

Section 19(6) of the Companies Act states that a person becomes a member of a
company:

® by subscribing to the company’s memorandum of association; or

19 Section 81(1) of the Companies Act.

20 SecHon 88(2) of the Companics Act.

21 SGX Listing Manual v 1207(9),

22 Section 20A of the Companies Act states the minimum number of members to be one.

23 'l"he Civil Law (Amendment) Act 2009 which was passed by Parliament on 19 Jan 2009 and

eiiing Into operation on 1 Mar 2009 has lowered the age of full contractual capacity from 21 to

.18 years. The effect of the statutory amendments is to generally remove the special status

?:ggrdﬁ:l by the cc;n";mnnléaw to minors who are between 18 to 21 years of age (ie law with
spect to minors below 18 not affected), A person may be a direc see T10- -

contract to subseribe for shares at age 18. £ dircaotipehnelo
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Ap
:ggmned.
On registr
E’)’ being named (with their cons
Gection 19(6) of the Companies Act treats these people as becoming members at
the time the company is registered.”

After the company is registered. A person may become a member after
registration of the company either by:

d shareholding 375

e if they agree to become a member of the company after its registration
and their name is entered on the register of members.

3{-16-340 How does someone become a member of a

company?

erson can become a member of a company when it is formed or after it is

ation. A person becomes a member on registration of the company
ent) in the memorandum as a subscriber.

e subscribing for new shares in the company; or
e acqlirng already-issued shares from another shareholder (for example,
L baying or inheriting them).
Tie person becomes a member once they are entitled to be entered in the

register of members. The register is a list of the names and addresses of the
members that the company is required to keep under s 190 of the Companies

Act‘ﬂﬁ
How does a person subscribe for shares?

“Subscription” is the process by which a person acquires new shares in a
company after its registration. The process of subscription is:

® The company invites a particular person® or people generally to
subscribe for new shares in the company. The company will determine
the terms (including the price) on which the shares are issued, and the
rights and restrictions attaching to them. Special rules may apply to
companies proposing to offer new shares to investors depending,
amongst other things, on the method of offering and the number of
shares being offered. These rules are discussed in Chapter 17.

e If someone decides to take up that invitation, the person makes an offer
by making a written application for shares and paying all or part of the
subscription amount to the company. That payment may be in cash or by
transferring property to the company. An example of a person paying
the subscription amount in property rather than cash is found in
Salomon’s case, where Mr Salomon transferred his business to the
company in return for the issue of new shares.”” Where someone pays

24 Application for registration is discussed in Chapter 4.
25 The requirement to keep a register of members is discussed in 415-160,

2 Invitations to particular people are sometimes referred to as “private placements".

27 Salomon’s case is discussed in Chapter 3.

916-340
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only part of the subscription amount, they are issued with a
paid”’ share.®

® After fhe application is received, the company’s board of directors m
to decide whether to accept the application. If the application is accep

new shares are “allotted” to the applicant, which means that they are
aside for that person.

pa

After allotment, the applicant’s name is entered into the register of
members and they are notified of the allotment, Generally, the p‘e{-g )
will be sent a share certificate or “‘share scrip” or, if the company is liste
on 5GX and the person’s shareholding is “scripless”, they will be SE‘nt

statement similar to a bank statement showing the number of shares they
hold. E

These last two steps make up the “issue of shares”. Once these steps are
completed, the person is a member of the company.

How does a person acquire already issued shares?

:A person may also become a member of a company by acquiring alread
issued shares in the company from an existing shareholder. Usually, this
occurs where a person buys shares from another person.

.Whe%'e a person acquires already issued shares, the amount paid for the shares
is paid to the seller, not the company. ' '

Share transfers (whether conducted through the SGX or not) attract a
government tax called “stamp duty”, which is calculated as a percentage of
the value of the shares sold. Share markets are governed by the Securities and

ﬁtture:;! Act and, where the company is listed on the SGX, by the SGX Listing
AHaL. \

Buying listed shares. If the company’s shares are listed on the SGU,\ the
transaction may be “order driven” or a “married order”. For transactions that
are “order driven”, matching of the buy order and the sell order is done
electronically at the price determined by the market. SGXAccess' FIX is an
open interface for securities trading through which SGX provides both order
routing functionality as well as market dala for participation in the 5GX
Securities Trading (SGX-ST) market. The stock broking companies connect
t}neu own Order Management System with a messaging interface to
SGXAccess FIX to route orders into and communicate with the SGX-ST
Trading Engine. Orders are routed through this access to the central trade
matching engine, known as the Central Limit Order Book (CLOB), for the
matching of trades before such information is transmitted to the Central
Depository Pte Ltd (CDP) clearing and settlement systems, In a typical case, a
person wanting to sell their shares will instruct a stockbroker to offer the
shares for sale at a particular price or at the current market price. A person
wishing to buy shares will instruct their stockbroker to buy shares at a
particular price or at the current market price. The two brokers will match the

28 ;l]"]h; 5:1 t(-]cl.unstancuﬂ in which a company may choose to issue partly paid shares is discussed in

916-340 ® 2011 CCH Asia Pte Limited
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offers vin the CLOB system and, where there is a matching ”I‘::uy”_and “s_ell“
order the sale and purchase will be made. The CDP maintains .:au‘colunta for
each depositor. When a depositor sells his or her shares, CDP debits his or her
account and credits the account of a corresponding buyer.

In a typical case of a “married order”, the seller and purchaser wou lu_;i ha}:r‘e
carlier on agreed on the terms of the transaction. Each party would instruct thls
or her broker to execute the “married order’ at the .ag-reed price and for the
agreed quantity. Fach broker will, among other information, key :n . e |
terminal number and code of the other party as well as indicate t]"fat the or ;:r
is a “married order”. The quantity transacted will be made available to tbc
public as part of the volume of shares traded that day but the price will not be
made available. The public will only have access to mfm‘:n_atmn on transactm;
rices that are “‘order driven”. Once the “"married order” is routed to the SG
and the two orders matched, the usual settlen'Llent procedure as md?caFed
above appliesThe parties concerned may be required to report the transaction

to the SGX/*

Buying shares which are not listed. Where a purchase is not condu(;:ted
thrdugh the SGX (generally, because the company is unlisted), the proce ‘ure;
i« =overned by the law of contract and the articles of the company. In a typma::l
cise, the seller and purchaser will come to an agreement on the salte an
purchase of certain shares. The sellers are normally registered owners jh:hﬂ
will have in their possession a share certificate bearing .tl}mr name. Section
123(1) of the Compaiies Act provides that the share certificate is prima facie
evidence of the title of the member to the share. They will 'execute a document
called a “share transfer”” indicating that they are transferring the shares to the
buyer. The share certificate and transfer form are passed to the buy:;r u;
exchange for the purchase price of the shares. The documents are then lodge
with the company. The company will then register the transffer by removing
the name of the seller and inserting the name of the purchaser in its register of
members. Section 190(4) of Companies Act provides !:hat the register of
members is prima facie evidence of matters inserted therein.

Where a person is to become a member through transfer or sale ‘Df “unlisted”
shares and has paid the price, that person may have rights against the seller
and the company which arise primarily because of the use of transfer forms
and share certificates and the updating of the register of members in the
procedure to effect the transfer or sale of such shares.

The main right against the seller is to be provided with .l'he regigtrable
instrument of transfer (ie a signed transfer form) together with the relevant
share certificate representing the shares being transferred) so that the buy'f]:r,
by producing these documents to the company, can arrange to have the

i it ings itie ing the offe iod have to be

29 Tor instance, in a take-over situation, dealings of securities during the uf‘ler period | _
disclosed pursuant to r 12 of Singapore Code on Tuke-over aid Mergers. Similarly a substantial
shareholder dealing with his or her company’s shares will have to comply with Part [V, Div 4
of the Comparies Acl and sec137 of the Securities and Fulures Act.

q16-340
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A company issues a share certificate to B stali

: . ‘ . ate staling that B is the

:ﬁg;g: tf,co.1:: I:S:e faith m‘_ the certificate, pays B $2000 for the (:1":2:;@?“
et .;;.1;;1 i en S'ﬂ;lb‘l‘l"lltﬁ the relevant documents to have his name é s
5t b Jl::-;ey 5 1ug]n;ter of membe‘\rs and this is subsequently Eff@ﬂteg It
sl bctlu‘unty that B was, in actual fact, not the true owner .f-'l“t
()Wner.ber:ﬂ:u Senheallggd 1li::mm :l‘":;f.- company a certificate showing B’s mﬁﬁ;
iyl et ina tme]::) vfr?:r:_A_tu the company a forged transfer purportin

A, by vi : . .
brinB: ‘-r:;mcﬁf the fact that he is the true owner of the shares in questio !
. £ ster o have himself reflected o L :

R SV I : once again as i
wner of the shares in question and to require the gcumpany.liuriﬁl}?t%r‘m
£F Hm

dividends that h is5e et
§ e missed. Sec WL
ed. Section 194 permits a person whose name g

without sufficient cause entered in or omitted from the register’” to apply tg
4

1 s ¥ . - - : :

company of any damages sustained by any party to the application,”

C, ‘ . ;
B :1"1:;:1 Q::qlc;ta m.:j by :;a.vmg his name removed from the company’s register
ez foe;'}’ refzr jgnt t‘ln;g an action against the company on the basis of an
certificate in B's n:'ne Da-.%~ sha.re certificate estoppel”. By issuing a share
Holder is aatifled b tha s i SEqpy preaents that the person named oy g
the statement in the ce: b‘f'MESI i The company 's representation is impor tant i¢
position, acts o tlL Lf ritficate is incorrect and a person, unaware of the h‘ut
I:hereforé i ned1? aith of t.he coanany's representation, The comoarn i;
have to pay Fg d ﬂr;?‘j;f L}g};“:}g]‘ algamst Cf that B was the owner m“d rfmy
company’s register of members reftif;::esc;;_ which he suffers fromXawing the

In the scenario ¢ i '

i gzr;?;;o ;.n;ate];i above, B was both the person certified to be the holder
st o nh' the fraudulent_ party. What if a transferor purports t
f . ares thal are not registered in his own ? ¥ .
ollowing scenario: ' o e A

A h: H - r’
b i;g&frgéo‘;ﬁd;f'“f{"“t}’ to his stock broker, B, as security for losses that ma
ety e i‘} a::ﬁ;r:&a:te}saf ségt;ed 3 blank transfer and left the shar)é
the scope of B's actl,;'il au i 0 defraud A, disposed of the shares withi

. ‘ ' al authority, a1l ke ; ithin
vis the true owner, A. ¥, to C. C will have good title to the shares vis a

E:i1p§s;gzz Ea_y, however, be different, if C had obtained a forged transfer
nl ;-e‘lied : a cfase, € would not have good title to the shares vis 4 ois A. If
n a forged share certificate, C would also not be ahle: to -;ue‘t-hé

3 Section 127 of the Companies Act.
31 Re Balta-and San Francisco Rail Co ( 1868) LR 3 OB 584 at 598
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reholding

res and sha

pany since there is no representation by the company that B is the owner
the shares.

strictions on transfer. T
vate companies are requi
restrictions that are too
ith the courts. For example, some companies’ memora
articles of assaciation require the directors to approve a transfer before it
allows the current directors to control who becomes a
ike all other powers of directors, the power to
ed in good faith, in the interests of

he memorandum and articles of association of
red to provide for restrictions on share transfers.”

onerous or unduly restrictive do not find
ndum

r‘egistered. This
per of the company. |

shares by operation of law. A person may also become the owner of
or example where the person has inherited the
ho has died, or the person is the trustee in
3 shareholder who has become bankrupt, Alternatively, a court
may have fiade an order requiring that a person transfers their shares to
another ‘person.” In these cases, the person acquiring the shares gives the
;é‘on\:.fmy appropriate evidence of their entitlement to the shares and the
covpary then makes the necessary alterations to its share register.

Acquiring shares by compulsory acquisition. A person may be entitled to have
another person’s shares transferred to them without the consent or
cooperation of that person in certain other circumstances. For example, this
occurs where a person is entitled to acquire compulsorily another person’s
ghares following a take-over of the company, where the offer has been
approved by the holders of not less than 90% of the total number of those

shares, excluding treasury shares, to which the offer relates. The total number
of shares to which the offer relates does not include shares already held at the
date of the offer by the offeror. Under such a circumstance the offeror may
within two months after the offer has been approved, give notice to any
dissenting shareholder that it desires to acquire those shares.*

116-360 How does someone cease to be a member

of a company?
A person will no longer be a member of a company if, among other things:

by operation of law, f

bmwupt'cy o

® they transfer their shares to another person
e they transfer their shares back to the company under a “buy-back”

e their shares are cancelled by the company under a reduction of capital

32 Section 18 of the Campunies Act. Public companies do not have such restrictions,
33 See Chapler 1L,
we saw in Chapter 14 that the court may make
s of another member, where the company’s

34 FPor example, an order requiring one member
of a company fo buy the shar affairs have been

conducted oppressively,
Section 215 of the Companies Act,
Chapter 24.

The Code on Take-overs and Mergers is further discussed in
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