
c o r p o r a t e
G o V e r n a n c e

Far east orchard limited (the “company”) is firmly committed to maintaining a high standard of corporate governance 
and promoting corporate transparency, accountability and integrity to enhance shareholders’ value.

this report describes the corporate governance practices and structures of the company and its subsidiaries (the 
“group”) with reference to the principles and guidelines of the code of corporate governance 2012 (the “code”), the 
listing manual of the singapore exchange securities trading limited (“sgX-st”) and the companies act (cap. 50) of 
singapore (“companies act”), where applicable. the group remains focused on the spirit and substance of the code. 
it is constantly reviewing its current practices in line with the guidelines of the code.

Board matters
principle 1: the Board’s conduct of its affairs

fiduciary functions and independent Judgement
the board of directors of the company (the “Board”), as fiduciaries acting in the interests of the company, is 
collectively responsible for the long-term success of the group. it has the responsibility to oversee the effectiveness 
of the management of the company (the “management”), provide entrepreneurial leadership, review the group’s 
corporate strategies and direction, and ensure that the necessary financial and human resources are adequate to 
achieve the group’s goals. the company’s management remains accountable to the board. 

the functions of the board include reviewing and approving the annual budget of the group, ensuring that there is a 
sound system of internal controls to safeguard the group’s assets, reviewing management accounts, reviewing the 
management and business performance of the group, approving the release of the quarterly and year-end results 
announcements, and endorsing the framework of remuneration for the board and key management executives (such 
as the heads of the strategic business units of the group) (the “key executives”).

the directors on the board (“directors”) have the right core competencies and experience to enable the board to 
contribute effectively.

every director is expected, in the course of carrying out his/her duties, to act in good faith, provide insights and 
consider at all times, the interests of the group.

delegation by the board
the board has established three (3) board committees (“Board committees”) to assist in the execution of its responsibilities. 
they are the audit & risk committee (“arc”), the remuneration committee (“rc”) and the nominating committee 
(“nc”). each board committee is governed by clear terms of reference which have been approved by the board. 

Meetings of directors 
the board meets at least four (4) times a year at regular intervals and whenever particular circumstances require. 
telephonic attendance and conference via audio communication at board meetings are allowed under the company’s 
constitution. the board and board committees may also make decisions by way of circulating resolutions.

the company recognises the contribution of the directors beyond attendance at the meetings of the board and 
board committees. the attendance of the directors at scheduled meetings of the board and board committees 
during the financial year ended 31 december 2016 is disclosed below:

Board audit & risk  
committee

nominating  
committee

remuneration  
committee

no. of meetings 4 5 1 2

names of directors
koh boon hwee 4 - 1 -

lui chong chee 4 - - -

ng siok keow 1 1 - - -

koh kah sek2 1 - - -

heng chiang meng 4 5 1 2

cheng hong kok 4 5 - 2
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Board audit & risk  
committee

nominating  
committee

remuneration  
committee

no. of meetings 4 5 1 2

names of directors
chua kheng yeng, Jennie 4 5 1 -

ee choo lin diana 4 5 - 2

notes:
1 mdm ng siok keow retired as a non-executive director on 20 april 2016.
2 ms koh kah sek was appointed as a non-executive director with effect from 1 november 2016.

Material transactions
the company has adopted internal guidelines regarding matters that require board approval. the types of material 
transactions, which require board approval, include:
i) transactions in the ordinary course of business that have not been delegated by the board to any board 

committee for approval; 
ii) major transactions not in the ordinary course of business;
iii) bank borrowings; 
iv) provision of corporate guarantees or other securities to secure loans granted to subsidiaries and associated 

companies;
v) acquisition or disposal of fixed assets, save where authority has been delegated by the board to any board 

committee for approval; 
vi) equity or contractual joint ventures;
vii) diversification into new businesses; and
viii) interested person transactions, each with a value of more than s$100,000. 

training and orientation
changes to regulations and accounting standards are monitored closely by management. the directors are briefed, 
during board meetings or at specially convened sessions conducted by professionals, on regulatory changes that 
have any significant bearing on the group’s or directors’ obligations.

newly appointed directors are briefed on the roles and responsibilities of a director of a public listed company 
and on the business activities and strategic directions of the group. each new director is provided with a formal 
letter setting out the director’s duties and obligations. directors are provided with relevant information on the 
group’s policies and procedures relating to corporate conduct and governance, including disclosure of interests in 
securities, restricted periods for dealings in the group’s securities and restrictions on disclosure of confidential or 
price sensitive information.

during the financial year ended 31 december 2016, the directors were updated on recent changes to the companies 
act and the sgX-st listing manual, and provided with opportunities to attend appropriate courses, conferences and 
seminars, at the company’s expense, which include programmes conducted by the singapore institute of directors. 

conflict of interest 
to address and manage possible conflicts of interest that may arise between directors’ interests and those of the 
group, the company has put in place appropriate procedures including requiring (i) directors to declare upfront 
at each board meeting, any conflict of interest to any proposal or papers submitted for discussion at such board 
meeting, and (ii) for such directors to refrain from participating in meetings or discussions (or relevant segments 
thereof) in addition to abstaining from voting, on any matter in which they are so interested or conflicted. 

principle 2: Board composition and guidance

independence of directors
the board currently consists of seven (7) directors, four (4) of whom are considered independent by the board 
(“ids”), namely mr heng chiang meng, mr cheng hong kok, ms chua kheng yeng, Jennie and mdm ee choo lin 
diana. there is a strong element of independence on the board, with the ids constituting more than half of the 
board.
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the ids have each provided declarations to confirm that they do not have any relationship with the company or 
its related companies and its officers that could impair, interfere, or be reasonably perceived to interfere, with their 
judgement in the best interests of the company. the nc and the board have deliberated their declarations and 
considered them independent.

presently, mr heng chiang meng and mr cheng hong kok have been on the board for more than nine (9) years. 
the board has subjected their independence to a rigorous review. in considering their independence, the board has 
determined that they do not have a direct or indirect relationship with the company based on:
(a) the guidelines described in guideline 2.3 of the code;
(b) all relevant facts and circumstances; and
(c) all relevant transactions and relationships.

during the review, mr heng and mr cheng had excused themselves and abstained from all deliberations and 
discussion.

taking into account the views of mr heng and mr cheng, the board concurs that they continued to demonstrate 
strong independence in character and judgement in the discharge of their responsibilities as directors of the 
company. they express their viewpoints, debate issues and objectively scrutinise and challenge management. they 
would seek clarification as required and have direct access to management and staff of the company. 

they have in-depth understanding of the group’s business and operating environment and provide the company 
with their experience and knowledge of the group’s business and the industry. based on their respective confirmation 
of independence, they have no association with management that could compromise their independence.

having considered the above factors, the board is of the view that mr heng and mr cheng continue to be considered 
as ids, notwithstanding that they have served on the board for more than nine (9) years.

composition and size
the board is of the view that its present size is appropriate and facilitates effective decision-making, taking into 
account the scope and nature of the group’s operations. the board comprises respected members of the business 
community who have long and extensive experience in various fields, including real estate, engineering, hospitality, 
corporate management, accounting, banking and finance. a profile of each member of the board is found in the 
“board of directors and management” section of this annual report. 

board members engage in open and constructive debate and challenge management on its assumptions and 
proposals which are fundamental to good corporate governance. the board aids in the development of growth 
strategies and oversees effective implementation by management to achieve set objectives. the board also monitors 
reporting of performance. the non-executive directors (“non-executive directors”) constitute a majority on 
the board, and are well supported by accurate, complete and timely information. non-executive directors have 
unrestricted access to management. informal meetings are held for management to brief directors on prospective 
deals and potential developments at an early stage, before formal board approval is sought. when directors are 
unable to attend any board or board committee meetings, they may provide their comments to the chairman of the 
board or the relevant board committees separately. 

the board has no dissenting view on the chairman’s statement from the chairman and the ceo’s message from the 
group chief executive officer and managing director (“group ceo”) for the year in review. 

principle 3: chairman and chief executive officer 

role of chairman and group ceo
the roles and responsibilities of the chairman and the group ceo are distinct and separate to maintain effective 
supervision and accountability. the chairman and the group ceo are not related family members.

the chairman is responsible for ensuring the effectiveness of the board and board committees as well as the 
governance process. he promotes an open environment for debate, ensures sufficient allocation of time for thorough 
discussion of board meeting agenda items and ensures that non-executive directors are able to speak freely and 
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contribute effectively. in addition, he provides close oversight, guidance, advice and leadership to the group ceo 
and management. 

at annual general meetings (“agm”) and other shareholders meetings, the chairman plays a pivotal role in fostering 
constructive dialogue between shareholders, the board and management.

the group ceo, who is an executive director (“executive director”), manages and develops the businesses of the group. 
he is responsible for effectively managing and supervising the day-to-day business operations in accordance with the 
strategies, policies and business plans approved by the board. the group ceo is supported by the key executives in the 
day-to-day operations of the group. board interaction with, and independent access to, management is encouraged.

Lead independent director
shareholders with concerns may contact the lead independent director (“lead id”), mr heng chiang meng, directly 
when contact through the normal channels via the chairman or other management personnel has failed to provide 
satisfactory resolution, or when such contact is inappropriate. the lead id’s email address is available on the 
company’s website. 

the ids, led by the lead id, meet without the presence of other directors as and when required and provide feedback 
to the chairman after such meetings. 

principle 4: Board membership

nc composition and role
the nc was established on 25 march 2002 and now comprises mr heng chiang meng, mr koh boon hwee and ms chua 
kheng yeng, Jennie, who are all non-executive directors, the majority of whom are independent. mr heng chiang meng, 
who was appointed as the lead id in 2008, is the chairman of the nc.

the nc’s key terms of reference include making recommendations to the board on all appointments to the board and 
board committees, assessing the effectiveness of the board as a whole. the nc reviews the training and professional 
development programmes for the board and maintains effective working relationships with the board and management. 
the nc makes recommendations to the board to review succession planning for directors and management. 

board renewal, selection, nomination and re-nomination 
the board’s renewal is an on-going process, to ensure good governance and to maintain relevance to the business as 
well as the changing needs of the group. new directors are normally appointed by way of a board resolution, after the 
nc has approved their nomination. 

the nc will consider the company’s current board in terms of its size, composition, collective skills and experience and 
diversity. potential candidates are selected through internal resources, referrals from existing directors and/or external 
searches. in its search and selection process, the nc considers whether candidates possess relevant experience and have 
the calibre to contribute to the group and its businesses, and complement the skills and competencies and attributes of 
the existing board and the requirements of the group. 

the nc is charged with the responsibility of re-nominating the directors. the company’s constitution requires one-third, 
or the number nearest to one-third, of the directors, including the person holding the office of managing director (or any 
equivalent appointment however described), to retire from office. the directors to retire every year are those who have 
been longest in office since their last election or appointment. no director stays in office for more than three (3) years 
without being re-elected by shareholders. in addition, a newly appointed director will hold office only until the next agm 
at which he/she will be eligible for re-election. 

each member of the nc abstains from voting on any resolution, making any recommendation and/or participating in 
respect of matters in which he/she is interested in.

the list of directors who are subject to retirement by rotation in accordance with the company’s constitution and  
who are seeking re-election at the next agm on 20 april 2017 are stated in the notice of agm on page 118 of this  
annual report. 
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there were no alternate directors appointed on the board for the financial year ended 31 december 2016.

the nc conducts an annual review of the independence of each director, taking into account the relationships 
and the tenure of service under the code. each id submits a confirmation on his/her independence, based on the 
guidelines provided by the code, for the nc’s consideration. the nc provides its views on the independence of 
the directors, to the board for the board’s consideration. 

Multiple board representations
when a director has multiple board representations, the nc also considers whether or not the director is able to 
and has adequately carried out his/her duties as a director of the company. the nc noted that board and board 
committee meetings are scheduled in advance to facilitate the directors’ scheduling of their commitments, and 
while some of the directors have multiple board representations, there was full attendance at the board and board 
committee meetings during the year. accordingly, the nc is of the view that there is no current need to determine 
the maximum number of board representations a director should have, and is satisfied that sufficient time and 
attention are being given by the directors to the affairs of the company.

the nc is satisfied that all directors have discharged their duties adequately for the financial year ended 31 
december 2016.

Key information of directors
key information regarding the directors is listed in the “board of directors and management” of this annual report. 
information on the directors is also available on www.fareastorchard.com.sg. 

principle 5: Board performance

board performance evaluation
the responsibilities of the nc include evaluating the performance of the board and the chairman of the board 
based on a set of criteria. the assessment criteria include the board’s performance against established performance 
objectives, namely competencies, commitment, contribution, performance, attendance, preparedness, 
participation and candour of the board and directors, contribution to ensuring effective risk management, 
response to problems and crises, the board’s relationship with the management and adequacy of board and 
board committee meetings held to enable proper consideration of issues. the nc is of the view that the primary 
objective of the assessment exercise is to create a platform for the board members to encourage an exchange of 
views on the board’s strengths and shortcomings with a view to strengthening the effectiveness of the board as 
a whole. 

a formal review of the board’s performance is undertaken collectively and individually by the board annually. the 
evaluation exercise is carried out annually by way of performance evaluation checklists which are circulated to 
the board members for completion and thereafter, for the nc to review and determine the actions required to 
improve the corporate governance of the company and effectiveness of the board and board committees as a 
whole.

informal evaluation of the performance of the board will be undertaken on a continuous basis by the nc with 
inputs from the executive director and the chairman. the latter will act on the results of the evaluation and where 
appropriate, in consultation with the nc, will propose the appointment of new directors or seek resignation of 
current directors. 

principle 6: access to information

Access to Management 
the board has separate and independent access to the management of the group. management also keeps the 
board apprised of the group’s operations and performance by providing periodic management reports. in order 
to ensure that the board is able to fulfil its responsibilities, management is required to provide complete, adequate 
and timely information to the board on issues that require their decision. whenever appropriate, employees who 
can provide additional insight in the matters to be discussed are invited to attend the board meetings. 
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Adequate and timely information
information provided include board papers and related materials, background or explanatory information relating 
to matters to be brought before the board, and copies of disclosure documents, budgets, forecasts and quarterly 
internal financial statements. in respect of budgets, material variances between the projections and actual results 
are also disclosed and explained.

company secretary
the directors also have separate and independent access to each company secretary. the role of the company 
secretary includes attendance at all board meetings, preparation of the agenda and papers for meetings of 
the board and its various committees, writing and circulating minutes of meetings, sending board members 
information relating to the group as needed, ensuring that board procedures are followed and that applicable 
rules and regulations are complied with. the appointment and removal of the company secretaries are subject to 
the approval of the board.

the company’s constitution and terms of reference of the board committees provide for meetings by 
teleconferencing or videoconferencing where physical meetings are not possible. communication could also be 
effected by electronic means such as emails.

independent professional Advice
the board has a procedure for directors, individually or as a group, in the furtherance of their duties, to seek 
independent professional advice, if necessary, at the company’s expense. 

principle 7: procedures for developing remuneration policies 

rc composition and role
the rc was established on 25 march 2002 and now comprises three (3) members, all of whom are ids. mr heng 
chiang meng, the lead id, chairs the rc. the other members of the rc are mr cheng hong kok and mdm ee 
choo lin diana. 

the key terms of reference of the rc include reviewing matters concerning remuneration of the board, group 
ceo and management, including but not limited to director’s fees, salaries, allowances, bonuses and benefits-in-
kind. 

the rc approves the framework of remuneration for the entire organisation, including the structuring of any 
long-term incentive plans. the members of the rc do not participate in any decisions concerning their own 
remuneration. the rc’s recommendations are submitted for the board’s discussion or, as the case may be, 
approval.

the rc recommends to the board the specific remuneration packages for each executive director and the 
group ceo upon recruitment. subsequently, various aspects of their remuneration will be reviewed by the rc for 
recommendation to the board. 

the rc members having managed large organisations, are all familiar with and knowledgeable concerning 
executive compensation matters. 

the directors’ fee framework is evaluated periodically for appropriateness, taking into account the level of 
contributions, the responsibilities and obligations of these directors, the prevailing market conditions and 
referencing the directors’ fees against comparable and independent benchmarks. all directors’ fees are subject to 
shareholders’ approval at the company’s agm. 

the rc has access to appropriate advice from the head of human resources, who attends all rc meetings. the rc 
may also seek external expert advice on remuneration of directors and employees. in its deliberations, the rc takes 
into consideration industry practices and norms in compensation, in addition to the group’s relative performance 
to the industry and the performance of the individual directors. For the financial year ended 31 december 2016, 
the company did not appoint any external remuneration consultants to advise on the renumeration of directors.
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the rc has reviewed the company’s obligations arising in the event of termination of the executive director’s and 
key executives’ contracts of employment and is of the view that such contracts of employment contain fair and 
reasonable termination clauses which are neither overly generous nor reward poor performance. 

principle 8: level and mix of remuneration

remuneration of directors and Key executives 
all directors receive the same amount of base retainer fees for being a member of the board (“Base retainer 
fees”). the board chairman, lead id, chairman and members of the various board committees receive additional 
fees (“additional fees”). at the agm of each financial year, the company will seek shareholders’ approval for the 
aggregate of the base retainer Fees and additional Fees payable in such financial year (“directors’ fees”). the 
board will recommend the directors’ Fees payable for the financial year ending 31 december 2017 for shareholders’ 
approval at the 49th agm. 

the rc is of the view that the ids are not over-compensated to the extent that their independence may be 
compromised. 

the group does not have any employee share option scheme.

contractual provisions for executive director & Key executives
mr lui chong chee, the group ceo and managing director, and an executive director, had entered into a contract 
of employment with the company which links rewards to corporate and individual performance to promote 
shareholders’ interests, long-term success of the group and risk management policies. the contract of employment 
covers the terms of employment, specifically salary and other benefits. the remuneration package of mr lui chong 
chee includes a variable performance bonus.

the company currently does not have contractual provisions to reclaim any incentive components of remuneration 
from the executive director and key executives and there are no excessively lengthy or onerous removal clauses in 
their contracts of employment. 

principle 9: disclosure on remuneration

breakdown of Level and Mix of directors’ fees
a breakdown showing the level and mix of the directors’ Fees for the financial year ended 31 december 2016 is 
appended below: 

fees (s$)

Board chairman 70,000

Board member (Base retainer fee) 35,000

lead independent director 15,000

Board committees:
audit & risk committee

- chairman 43,500

- member 24,000

remuneration committee
- chairman 14,000

- member 7,500

nominating committee
- chairman 14,000

- member 7,500
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breakdown of directors’ fees received by each director
a further breakdown of the aggregate directors’ Fees received by each director for the financial year ended 31 
december 2016 is appended below:

name of director aggregate director fee (s$)

koh boon hwee 77,500

lui chong chee 35,000

ng siok keow1 10,673

koh kah sek2 5,801

heng chiang meng3 102,000

cheng hong kok 86,000

chua kheng yeng, Jennie3 66,500

ee choo lin diana4 101,500

notes:
1 mdm ng siok keow retired as a non-executive director on 20 april 2016.
2 ms koh kah sek was appointed as a non-executive director with effect from 1 november 2016.
3 the respective directors’ Fees of mr heng chiang meng and ms chua kheng yeng, Jennie are paid to companies in which they are a 

member/director.
4 the directors’ Fees received by mdm ee choo lin diana include fees for her directorship on the board of Far east hospitality holdings pte. 

ltd. (s$10,000) and toga hotel holdings pty limited (director and member of the audit & risk committee of the trustee board) (s$25,000).

disclosure of remuneration of the group ceo and Managing director
the remuneration of the group ceo and managing director (who currently is the company’s only executive 
director) for the financial year ended 31 december 2016 is disclosed below. the board has assessed and decided 
that this is a key position, and the remuneration is disclosed in percentage terms for confidentiality. to disclose the 
exact details of the remuneration may subject the company to the risk of attrition of this position, which is not in the 
best interests of the company or its shareholders. in addition, the remuneration of the group ceo and managing 
director has been disclosed in bands such that the minimum and maximum range is apparent. 

group ceo and  
managing director fees (%)

Base salary 1

(%)

variable/ 
performance-

related income/ 
bonuses

(%)
Benefits-in-kind

(%)

s$1,000,000 to s$1,249,999
- lui chong chee 3.22 77.97 18.55 0.26

notes:
1 inclusive of allowances and central provident Fund contributions.

disclosure of Key executives’ remuneration
key executives’ compensation consists of salary, allowances and bonuses. bonuses are conditional upon the 
executives and the group meeting certain performance targets. a significant proportion of executives’ remuneration 
is linked to the group and individual performance.

since its restructuring in 2012, the company has been growing steadily and management has been keeping a lean 
team of staff. For confidentiality reasons and in view of the highly competitive human resource environment, the 
company will disclose the remuneration of the top five (5) key executives in percentage terms for the financial year 
ended 31 december 2016. the board is of the view that disclosure of the total aggregate remuneration and exact 
details would not be in the interests of the company as such information may affect the retention of competent 
personnel in a competitive industry where experienced employees may be poached by competitors. the board 
is mindful of the need to maintain stability and business continuity and that any attrition in a lean team of key 
executives would adversely affect the operations and business of the company. 

annual report
2016

31



c o r p o r a t e
G o V e r n a n c e

the board is of the opinion that the disclosure of remuneration in percentage terms and in bands where the 
minimum and maximum range is apparent would enable shareholders to have an adequate appreciation of the 
company’s compensation policies and practices.

key executives designation
Base salary 1

(%)

variable/ 
performance-

related income/ 
bonuses

(%)
Benefits-in-kind

(%)

s$750,000 - s$999,999
kiong kim hock arthur ceo, Far east 

hospitality 
88.95 8.38 2.67

s$500,000 - s$749,999
ling ang kerng, kelvin chief Financial officer 86.33 9.81 3.86

s$250,000 - s$499,999
brian stampe head, operations, 

Far east hospitality
90.99 8.23 0.78

audrey chung suet cheng head, global sales 
& marketing, 

Far east hospitality

91.33 8.31 0.36

tan thiam soon head of human 
resources

90.84 8.36 0.80

notes:
1 inclusive of allowances and central provident Fund contributions.

For the financial year ended 31 december 2016, there was no termination, retirement or post-employment benefit 
granted to directors, the group ceo or any of the key executives. 

immediate family Member of a director or the group ceo
no employee of the company and its subsidiaries was an immediate family member of a director or the group ceo 
and whose remuneration exceeded s$50,000 during the financial year ended 31 december 2016.

principle 10: accountability

Accountability of the board and Management 
the board conducts itself in ways that deliver maximum sustainable value to the shareholders. the board promotes 
best practices in providing timely and full disclosure of material information in compliance with the statutory 
reporting requirements. the board is accountable to shareholders and is responsible for providing a balanced and 
understandable assessment of the group’s performance, position and prospects through sgXnet announcements 
on a quarterly basis. 

in preparing the financial statements, the board has selected suitable accounting policies and applied them 
consistently. the board has made judgements and estimates that are reasonable and prudent and ensures that all 
applicable accounting standards have been followed. the financial statements were prepared on the basis that the 
directors have reasonable expectations, having made enquiries that the group has adequate resources to continue 
operations for the foreseeable future. 

the board has taken adequate steps to ensure compliance with legislative and regulatory requirements, including 
requirements under the listing rules of the sgX-st, for instance, by establishing written policies where appropriate.

management provides members of the board with quarterly management accounts and other information in 
connection with certain matters or transactions, which would require board approval. in this way, the board is kept 
abreast of the operations, financial performance, position and prospects of the group.
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principle 11: risk management and internal controls

the company believes that it maintains a sound system of risk management and internal controls, addressing 
material financial, operational, compliance and information technology (“it”) risks, amongst other risks, to safeguard 
shareholders’ interests and the group’s assets. the company has established the following structure to facilitate 
management of risks: 

the board determines the company’s levels of risk tolerance and risk policies, and oversees management in the 
design, implementation and monitoring of the risk management and internal control systems. the group refers all 
significant matters to the arc and the board. the board reviews, at least annually, the adequacy and effectiveness of 
the group’s risk management and internal control systems.

the arc assists the board in determining the nature and extent of the significant risks which the board is willing 
to take in achieving its strategic objectives. the arc considers the nature of the risks facing the group and the 
extent to which these risks are acceptable, the likelihood of risks materialising and the group’s ability to reduce their 
occurrence and impact on the business, and the cost versus the benefit of managing the risks. the arc ensures that 
the internal auditors conduct reviews of the group’s internal controls, addressing material financial, operational and 
compliance controls. risk management and financial management are also assessed.

the group has in place an enterprise risk management (“erm”) framework that consolidates the risk management 
practices across the group. the consolidated approach provides the management a formal framework and structure 
to identify risks and optimise available resources to mitigate the risks. the erm framework encompasses an 
evaluation process to determine its adequacy and effectiveness; and accords appropriate enhancements to improve 
the erm framework and structure. the framework is reviewed annually taking into considerations the changing 
business landscape and expansion of our operations. references are drawn from corporate governance council 
risk governance guidance for listed boards and ss iso 31000:2011 when conceptualising this framework.
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the arc reviews the key risks of the group quarterly and the key risks identified by the group may be broadly 
categorised into the following:

financial risks 
the group’s activities are affected by various financial risks, including interest rate risk, exchange rate risk and liquidity 
risk. the details of each are set out in note 31 to the Financial statements of this annual report.

operational risks
the operational risks facing the group include changes in external market conditions such as oversupply of properties, 
price-cutting by competitors and drop in visitor arrivals due to political instability, terrorism and health warnings. 
other risks include increase in operating costs and the necessity for capital expenditure from time to time.

compliance risks
the group faces compliance risks such as changes to government policies, rules and regulations relating to the 
property and hospitality industry within the jurisdictions where the group operates.

it risks
Failure of critical it systems can potentially disrupt the group’s business. confidential information, such as customers’ 
personal data, may be at risk of cyber-attacks. the group continuously reviews its it security and processes, and 
makes necessary enhancements to mitigate such risks.

management undertakes periodic reviews of the group’s past performances and conducts horizon scanning in order 
to identify and assess current and future risks related to the aforementioned risk categories – financial, operational, 
compliance and it. based on these reviews, management employs reasonable endeavours in ensuring that these 
risks are within limits and strategies approved by the board. 

although the board acknowledges that it is responsible for the overall internal control framework, it also recognises 
that no cost effective internal control system will preclude all errors and irregularities. a system is designed to manage 
rather than eliminate the risk of failure to achieve business objectives, and can provide only reasonable and not absolute 
assurance against material misstatement or loss. the board is satisfied that the system of risk management and 
internal controls that the group has in place provides reasonable assurance against material financial misstatements 
or loss, safeguarding of assets, the maintenance of proper accounting records, reliability of financial information, 
compliance with legislation, regulations and best practices and the identification and management of business risks. 
the board, with the concurrence of the arc, is therefore of the opinion that the group’s system of risk management 
and internal controls is adequate and effective to address financial, operational, compliance and it risks of the group 
in its current business environment.

Assurance from ceo and cfo
the board has received assurance from the group ceo and the chief Financial officer (“cfo”) that:
(i) the financial records have been properly maintained and the financial statements give a true and fair view of the 

group’s operations and finances; and
(ii) the group’s risk management and internal control systems are adequate and effective in addressing the material 

risks in the group in its current business environment, including material financial, operational, compliance and 
it risks.

principle 12 : audit & risk committee

the company’s arc comprises four (4) directors, all of whom are ids. mr cheng hong kok is the chairman of the 
arc, the other members are mr heng chiang meng, ms chua kheng yeng, Jennie and mdm ee choo lin diana. the 
board is of the view that all members of the arc have accounting and/or related financial management expertise and 
experience to discharge their responsibilities as members of the arc.

the arc has explicit authority to investigate any matter within its terms of reference, which include assessing the 
appropriateness of mechanisms created to identify, prevent and minimise business risks; ensuring integrity of financial 
statements and performance; ensuring that a review of the effectiveness of the group’s material internal controls 
is conducted at least annually; reviewing the independent auditors’ proposed audit scope, their remuneration, the 
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terms of their engagement and the final audit report; reviewing the performance and considering the independence 
of the independent auditors and meeting with them quarterly; and reviewing all interested persons transactions.

the arc has full access to and the co-operation of the group’s management and in addition, has absolute discretion 
to invite any director or management of the group to attend its meetings, as it deems necessary.

Audit and non-audit services
the arc has conducted an annual review of non-audit services provided by the independent auditors to satisfy 
itself that the nature and extent of such services will not prejudice the independence and objectivity provided by the 
independent auditors before nominating them for re-appointment. the aggregate amount of fees payable to the 
independent auditors of the company and subsidiaries for audit services for the financial year ended 31 december 
2016 amounted to s$535,000. the fees for non-audit services provided by the independent auditors for the financial 
year ended 31 december 2016 were s$117,000 and were incurred for the provision of corporate tax compliance, tax 
advisory and certification services. the arc has nominated pricewaterhousecoopers llp (“pwc”) for re-appointment 
as independent auditors of the company at the forthcoming agm. 

all local subsidiaries have appointed pwc as their independent auditors. all except two (2) of the overseas subsidiaries 
have also appointed pwc or its affiliated firms as their independent auditors. the board and the arc had reviewed 
the appointment of a different auditor for its two (2) overseas subsidiaries and were satisfied that the appointment of 
one (1) different auditor for the two (2) overseas subsidiaries would not compromise the standard and effectiveness 
of the audit of the group. 

the company is in compliance with rules 712 and 715 of the listing rules in relation to its independent auditors.

in the last financial year, the arc held five (5) meetings. in those meetings, the arc reviewed, inter alia, the internal 
auditors’ report on interested party transactions as well as the various reports on other areas of the group’s business, 
the internal auditors’ audit plan and fee for the current financial year, the independent auditors’ final audit report, the 
quarterly and year-end announcements on financial statements, the group’s quarterly and year-end performances, 
and corporate governance matters.

the arc has also met separately with the independent auditors and the internal auditors without the presence of 
the company’s management. these meetings enable the independent auditors and internal auditors to raise issues, 
if any, encountered in the course of their audit directly to the arc. 

where applicable, the arc was provided with updates and explanation by the cFo and the independent auditors 
during the financial year, on changes to the accounting standards and issues which have direct impact on the group’s 
consolidated financial statements.

Whistle blowing policy
during the last financial year, the arc reviewed the whistle blowing policy of the group. the whistle blowing policy 
provides employees with an avenue to raise concerns in good faith and confidence about possible improprieties in 
financial reporting or other matters without fear of reprisals. the objective of the policy is to ensure an independent 
investigation of such matters for appropriate follow-up action. details of the whistle blowing policy are made 
available to all employees in four different languages, namely, english, mandarin, bahasa indonesia and bahasa malay.

principle 13 : internal audit

during the financial year in review, the group had outsourced its internal audit function to rsm ethos pte ltd to 
provide the internal audit services.

the arc ensures the adequacy of the internal audit function by examining the scope of the internal auditors’ work, 
the quality of their reports, their qualifications and training, their relationship with the independent auditors and 
their independence of the areas reviewed. the internal auditors have unfettered access to the arc, the company’s 
documents, records, properties and personnel.
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having regard to the standards for the professional practice of internal auditing of the institute of internal auditors, and 
having reviewed the functions and organisational structure of the internal auditors, the arc is satisfied that the internal 
auditors meet the requisite standards, are adequately resourced, and have appropriate standing within the group.

the arc reviews, at least once a year, the adequacy and effectiveness of the internal auditors.

principle 14 : shareholder rights

the company practises fair and equitable treatment to all shareholders and stakeholders. to facilitate the exercise of 
ownership rights, the company provides all material information which would materially affect the price or value of 
the company’s shares in an accurate and timely manner via sgXnet, so as to enable shareholders to make informed 
decisions.

shareholders are entitled to and encouraged to attend all general meetings to stay informed of the company’s goals 
and strategies and to ensure a high level of accountability. the board is satisfied that shareholders have been given 
the opportunity to participate effectively and to vote at general meetings. shareholders are also informed of voting 
procedures governing general meetings.

voting rights
the company’s constitution allows shareholders to vote in person or by proxy or by attorney, or in the case of a 
corporation, by a representative. a shareholder may appoint up to two proxies to attend and vote in his stead at a 
general meeting. For shareholders who hold shares through nominees such as cpF and custodian banks, they are 
now able to attend and vote at general meetings under the multiple proxy regime. the company has not amended its 
constitution to provide for other methods of voting in absentia due to security and integrity concerns. the company 
noted that provision for such other methods of voting in absentia would also require a costly system of authentication 
to ensure the integrity of information and the identity of shareholders in telephonic and electronic media. 

principle 15 : communication with shareholders

the company is committed to making timely, full and accurate disclosures in accordance with the listing rules of the 
sgX-st and the code. it strives to disclose information, including price sensitive information, to its shareholders in a 
timely and accurate manner within the mandatory periods. such announcements include the quarterly and full-year 
results, material transactions and other major developments that will have an impact on the company or the group.
the above-mentioned information and other additional information are posted on the company’s corporate website 
(http://www.fareastorchard.com.sg), ensuring that all stakeholders can access relevant and up-to-date information 
about the company. members of the public may also subscribe to rss feeds of all announcements and press releases 
issued by the company through its website. the company also responds to queries from investors, fund managers 
and analysts, based on publicly available information, without making selective disclosures.

the first three quarters’ financial results are released to shareholders no later than 45 days from the end of each 
quarter. Full year results are released no later than 60 days from the financial year end. 

the company recognises the importance of regular, effective and timely communication with the shareholders.

the company’s main forum for dialogue with shareholders takes place at its agm, where members of the board, 
management and the independent auditors are in attendance. to solicit and understand shareholders’ views, 
shareholders are given the opportunity at the agm to express their views and ask questions regarding the group. the 
company conducts surveys at each agm to receive feedback from shareholders.
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notices of general meetings are dispatched to shareholders, together with explanatory notes or a circular on items 
of special business, on a timely basis in accordance with the legal requirements.

principle 16 : conduct of shareholder meetings

the procedures at general meetings facilitate opportunities for shareholders to participate and communicate with 
the directors. 

at general meetings, each distinct issue is the subject of a separate resolution.

the chairmen of the board and the board committees are available at the company’s general meetings to address 
questions raised. the company’s independent auditors are also present at the agm of the company to address 
shareholders’ queries on the conduct of audit and the preparation and content of the auditors’ report. shareholders 
also have the opportunity to communicate their views and discuss with the board and management after the general 
meetings.

the company prepares minutes of general meetings that include substantial and relevant comments or queries from 
shareholders relating to the agenda of the meetings, and responses from the board and management. these minutes 
will be available to shareholders upon their request.

voting by e-polling at general Meetings
shareholders are given opportunities to vote at general meetings. the voting process for all agm shall be by electronic 
polling for all resolutions for greater transparency in the voting process. votes cast for or against and the respective 
percentages on each resolution will be tallied and displayed ‘live’ on-screen to shareholders immediately after each 
poll is conducted. the total number of votes cast for or against the resolutions and the respective percentages will 
also be announced in a timely manner after the agm via sgXnet. 

dealings in securities

on an annual basis, the company issues a securities trading policy to its directors and employees where they are 
reminded to refrain from dealing in the securities of the company:

(i) during the two weeks before and up to the date of announcement of the company’s first three quarters’ results 
and during the one month before and up to the date of announcement of the full year results;

(ii) on short term considerations; and
(iii) at any time if they are in possession of unpublished material price-sensitive information.

the company also issues a quarterly circular to its directors and employees reminding them of the prohibited period 
from dealing in the company’s securities before the release of the results and at any time if they are in possession of 
unpublished material price-sensitive information.

material contracts

save for the transactions set out in the company’s circular to shareholders dated 24 June 2013 and the related 
parties transactions as disclosed in the financial statements and this annual report, no material contract involving the 
interests of any director or controlling shareholder of the group has been entered into by the company or any of its 
subsidiaries during the financial year and no such material contract is subsisting as at 31 december 2016.
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interested person transactions 

interested person transactions carried out during the financial year which fall under chapter 9 of the listing manual 
of the sgX-st are as follows:

name of interested person

aggregate value of 
all interested person 

transactions conducted 
under shareholders’ mandate 

pursuant to rule 920 of  
the listing manual  

(excluding transactions  
less than s$100,000)

aggregate value of 
all interested person 

transactions during the 
financial year under review 

 (excluding transactions 
less than s$100,000 and 
transactions conducted 

under shareholders’ mandate 
pursuant to rule 920)

12 months ended 
31 december 2016

s$’000

12 months ended 
31 december 2016

s$’000

china classic pte ltd
hospitality management income         111 -

dollar land singapore private limited
hospitality management income 388 -

far east hospitality real estate investment trust
rental expense on operating leases

- offices (1,254) -

- hotels and serviced residences (22,629) -

capital expenditure committed (1) - (4,900)

far east management (private) limited
management service fees (2,249) -

hospitality services (1,691) -

project management service fees (643) -

far east organization centre pte ltd
hospitality management income 2,373 -

far east property sales pte ltd
sales and marketing service fees (232) -

far east soho pte ltd
hospitality management income 607 -

golden development private limited
hospitality management income 2,911 -

golden landmark pte ltd
hospitality management income 1,451 -

orchard mall pte ltd
hospitality management income 942 -

orchard parksuites pte ltd
hospitality management income 1,575 -

oxley hill properties pte ltd
hospitality management income 560 -
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name of interested person

aggregate value of 
all interested person 

transactions conducted 
under shareholders’ mandate 

pursuant to rule 920 of  
the listing manual  

(excluding transactions  
less than s$100,000)

aggregate value of 
all interested person 

transactions during the 
financial year under review 

 (excluding transactions 
less than s$100,000 and 
transactions conducted 

under shareholders’ mandate 
pursuant to rule 920)

12 months ended 
31 december 2016

s$’000

12 months ended 
31 december 2016

s$’000

riverland pte ltd
hospitality management income 481 -

serene land pte ltd
hospitality management income 1,842 -

transurban properties pte ltd
hospitality management income 1,915 -

far east civil engineering (pte.) limited
interest accrued on shareholders’ loan(s) extend-
ed to woodlands square pte. ltd. (“wspl”), a joint 
venture with an interested person in relation to 
the development of woods square

- 1,998 (2)

notes:  

1 the capital expenditure committed relates to certain renovation and asset enhancement works in relation to orchard parade 
hotel (the “additional works”). the company, dbs trustee limited (as trustee of Far east h-reit) and Feo hospitality asset 
management pte. ltd. (as manager of Far east h-reit) have agreed that the company’s maximum liability for the additional works 
shall not exceed s$4,900,000, which represents approximately 35.25% of the total estimated costs of the additional works.

2 the aggregate amount owing by wspl to tannery holdings pte ltd, a wholly-owned subsidiary of the company and a 
shareholder of wspl, as at 20 december 2016, is s$146,386,569 (inclusive of interest of s$5,324,720). this aggregate amount was 
capitalised into redeemable preference shares in the capital of wspl on 20 december 2016.
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