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Corporate governance

CCTML, as Manager of CCT, is committed to the highest
standard of corporate governance as it believes that such
self-regulatory controls are essential to protect the best
interests of the Unitholders of CCT as well as critical to
the performance of the Manager. 

The Manager uses the Code of Corporate Governance
(the “Code”) as its benchmark. The following segments
describe the Manager’s main corporate governance
policies and practices. 

The Manager of CCT
The Manager of CCT has general power of management
over the assets of CCT and its main responsibility is to
manage CCT’s assets and liabilities for the benefit of the
Unitholders. 

The primary role of the Manager is to set the strategic
direction of CCT and make recommendations to HSBC
Institutional Trust Services (Singapore) Limited (as trustee
of CCT) (the “Trustee”) on the acquisition, divestment or
enhancement of assets of CCT in accordance with its
stated investment strategy. The research, evaluation and
analysis required for this purpose is coordinated and
carried out by the Manager. The terms and duration of
the Manager’s appointment are governed by the trust
deed constituting CCT, dated 6 February 2004 between
CCTML and the Trustee (“Trust Deed”).

Other functions and responsibilities of the Manager
include: 

• using its best endeavours to carry on and conduct its
business in a proper and efficient manner and to
conduct all transactions with or for CCT at arm’s length;

• preparing property plans on a regular basis which may
contain proposals and forecasts on net income, capital
expenditure, sales and valuations, explanation of major
variances to previous forecasts, written commentary
on key issues and underlying assumptions on inflation,

moving annual turnover, occupancy costs and any
other relevant assumptions; 

• ensuring compliance with the applicable provisions of
the Companies Act, the Securities and Futures Act
(“SFA”) and all other relevant legislation, the Listing
Manual of the SGX-ST, the Code on Collective
Investment Schemes (“CIS Code”) issued by the
Monetary Authority of Singapore (“MAS”), the Trust
Deed, the tax ruling issued by the Singapore Inland
Revenue Authority on the taxation of CCT and its
Unitholders and all relevant contracts; 

• attending to all communications with Unitholders; and

• supervising the property manager, CapitaLand
Commercial Management Pte. Ltd. (the “Property
Manager”), which performs the day-to-day property
management functions (including leasing, marketing,
maintenance, promoting and accounting) for the CCT
properties, pursuant to the property management
agreements. 

CCT, constituted as a trust, is externally managed by the
Manager and accordingly, has no personnel of its own.
The Manager appoints experienced and well qualified
management to run its operations. The Manager, not CCT,
remunerates all directors and employees of the Manager.

BOARD MATTERS

Role of the Board 
The Board of Directors (the “Board”) is entrusted with
the responsibility for the overall management of the
Manager and CCT. It reviews and determines the overall
strategy and policies on business direction, financial
objectives, financial control, performance and resource
allocation. The Board deliberates on, among other things,
all significant acquisitions and disposals, the annual
budget and a review of CCT’s performance. 
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The Board has put in place a set of internal controls
which set out approval limits for capital expenditure, 
new investments and divestments, acceptance of bank
facilities and operating of bank accounts. Within these
guidelines, the Board approves transactions above a
certain threshold and in particular, major investments and
divestments. The Board also approves the financial
results of CCT for release to the SGX-ST. 

Newly appointed directors are given briefings by
management on the business activities of CCT and its
strategic directions.

Changes to regulations and accounting standards are
monitored closely. To keep pace with regulatory changes,
where these changes have an important bearing on CCT
and its disclosure obligations, the directors are briefed
either during Board meetings or at specially-convened
sessions.

Board meetings are scheduled in advance, and are held
at least once every quarter. Ad-hoc Board meetings are
also held as and when required. The Articles of
Association of the Manager permit Board meetings to be
held by way of tele-conference and video-conference.
The Board held three meetings during the year. 

Board composition and balance
Presently, the Board consists of eight directors, of whom
three are independent non-executive directors. The
Chairman of the Board is Mr Sum Soon Lim and the
Chief Executive Officer is Mr Martin Tan. The other
members of the Board are Mr Liew Mun Leong, Mr Kee
Teck Koon, Mr Stewart Fraser Ewen, Mr Fong Kwok Jen,
Mr Ho Swee Huat and Mr Lui Chong Chee. 

The Board comprises business leaders, financial
professionals and legal professionals with fund
management, property, banking and finance backgrounds.
The profiles of the directors are set out on pages 44 to

45 of this Annual Report. The Board considers the
present Board size appropriate for the nature and scope
of CCT’s operations. 

The majority of the Board members are non-executive
with one-third of the Board being independent of
management. This enables management to benefit from
their external and objective perspective on issues that
are brought forward before the Board. It also enables the
Board to interact and work with management through a
healthy exchange of ideas and views to help shape the
strategic process. This provides a healthy professional
relationship between the Board and management with
clarity of roles and robust deliberation on the business
activities of CCT. 

Chairman and Chief Executive Officer
The roles of the Chairman and the Chief Executive
Officer are separate. The Chairman, Mr Sum Soon Lim,
is a non-executive director, while the Chief Executive
Officer, Mr Martin Tan is an executive director. 

The Chairman ensures that the members of the Board
work together with management with integrity,
competency and moral authority, engaging management
in constructive debate on strategy, business operations
and enterprise risks. The Chief Executive Officer has full
executive responsibilities over the business direction and
operational decisions of managing CCT.

Access to information 
Management provides the Board with regular updates on
financial results, market and business developments,
business and operational information.

Board papers are given to directors before Board
meetings so that directors may be familiar with the
matters before the meetings. Management who can
provide additional insight into the matters to be
discussed are present during the Board meetings.
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The Board takes independent professional advice as 
and when necessary to enable it to discharge its
responsibilities effectively. The Company Secretary of
the Manager will assist the Board in obtaining such
advice upon request. The Company Secretary also
attends to corporate secretarial administrative matters
and attends all Board meetings. 

The Manager has implemented quarterly financial
reporting since inception. It also provides the directors
with management accounts on a monthly basis. 

The Board has established a number of committees to
assist it in discharging its responsibilities, including the
Executive Committee, Corporate Disclosure Committee
and the Audit Committee. The terms of reference of the
Audit Committee are described in the section “Audit
Committee”.

Executive Committee 
The Executive Committee oversees the day-to-day
activities of the Manager on behalf of the Board. The
members of the Executive Committee are Mr Liew Mun
Leong, Mr Kee Teck Koon, Mr Martin Tan and Mr Lui
Chong Chee.

Corporate Disclosure Committee
The Corporate Disclosure Committee reviews corporate
disclosure matters relating to CCT, including
announcements to the SGX-ST, and pursues best
practices in terms of transparency. The members of this
committee are Mr Fong Kwok Jen, Mr Kee Teck Koon
and Mr Lui Chong Chee.

Audit Committee 
The Audit Committee has been appointed by the Board
from among its members and is comprised of four
members, the majority of whom (including the
Chairman of the committee) are independent directors.
The Chairman is Mr Ho Swee Huat and the members

are Mr Stewart Fraser Ewen, Mr Fong Kwok Jen and
Mr Lui Chong Chee.

The Audit Committee has adopted terms of reference
defining its scope of authority which include, in relation
to its management of CCT:

• monitoring and evaluating the effectiveness of the
internal control process through reviewing internal and
external audit reports to ensure that where
deficiencies in internal controls have been identified,
appropriate and prompt remedial action is taken by
management;

• reviewing the quality and reliability of information
prepared for inclusion in the financial reports and
approving the financial statements and the audit report
before recommending to the Board for approval; 

• monitoring the procedures established to regulate
Related Party Transactions (as defined below),
including ensuring compliance with the provisions of
the Listing Manual relating to transactions between
CCT and an “interested person” and provisions of the
Property Funds Guidelines of the CIS Code (the
“Property Funds Guidelines”) relating to transactions
between CCT and an “interested party”; 

• approving the appointment and re-appointment of
auditors and reviewing the adequacy of existing audits
in respect of cost, scope and performance; 

• reviewing the non-audit services provided by the
auditors and confirm that they would not, in the Audit
Committee’s opinion, impair the independence of the
auditors; and

• monitoring the procedures in place to ensure
compliance with applicable legislation, the Listing
Manual and the Property Fund Guidelines.

Corporate governance
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The Audit Committee has full access to and co-operation
of the management, and full discretion to invite any
Director or executive staff to attend its meetings.

During the year, the Audit Committee held two
meetings. The Audit Committee has also met with the
external auditors, without the presence of management. 

The Audit Committee reviewed the scope and results of
the external audit and also the independence and
objectivity of the external auditors, which included the
nature and extent of their non-audit services to the
Manager. The Audit Committee has confirmed that these
services would not, in the Audit Committee’s opinion,
affect the independence of the auditors.

In its review of the audited financial statements for the
financial period ended 2004, the Audit Committee
discussed with management and external auditors the
accounting principles that were applied. Based on the
review and discussions with management and the
external auditors, the Audit Committee is of the view
that the financial statements are presented in conformity
with generally accepted accounting principles in all
material aspects. 

Internal control and audit
The Manager has put in place a system of internal
controls of procedures and processes to safeguard CCT’s
assets, Unitholders’ interests, as well as to manage risk.

The internal audit function of the Manager is carried out
by CapitaLand’s Internal Audit Department (“CLIA”).
CLIA plans its internal audit schedules in consultation
with, but independent of, management and its plan is
submitted to the Audit Committee for approval at the
beginning of the year. 

The Audit Committee met with the CLIA team without
the presence of management. The Audit Committee,

which has been delegated the responsibility by the
Board to review and oversee the internal control and
audit processes of the manager, is satisfied that the
Manager’s internal controls are adequate, based on
reports from the CLIA team and external auditors.

A majority of the CLIA staff are members of the
Singapore branch of the Institute of Internal Auditors,
Inc. (“IIA”), which has its headquarters in the USA. CLIA
subscribes to, and is guided by the Standards for the
Professional Practice of Internal Auditing developed by
the IIA and has incorporated these standards into its
audit practices. 

The standards set by the IIA cover requirements in
respect of the following:
• Independence
• Professional proficiency
• Scope of work
• Performance of audit work
• Management of the Internal Audit Department

To ensure that the internal audits are performed by
competent professionals, CLIA recruits and employs
suitably qualified staff. 

In order that their technical knowledge remains current
and relevant, CLIA identifies and provides training and
development opportunities to the staff. The internal audit
function provided by CLIA meets with the standards set
by the IIA.

DEALINGS WITH RELATED PARTIES 

Review procedures for related party transactions
In general, the Manager has established internal control
procedures to ensure that transactions involving the
Trustee, as the trustee of CCT, and a related party of the
Manager (“Related Party Transactions”) are undertaken
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on an arm’s length basis and on normal commercial
terms, which are generally no more favourable than
those extended to unrelated third parties. In addition, the
following procedures are followed:

• transactions (either individually or as part of a series)
equal to or exceeding S$100,000 in value but below
3.0% of CCT’s net tangible assets are subject to
review by the Audit Committee at regular intervals;

• transactions (either individually or as part of a series)
equal to or exceeding 3.0% but below 5.0% of CCT’s
net tangible assets are subject to the review and
approval of the Audit Committee. Such approval is only
given if the transactions are on normal commercial
terms and consistent with similar types of transactions
made by the Trustee with third parties which are
unrelated to the Manager; and 

• transactions (either individually or as part of a series)
equal to or exceeding 5.0% of CCT’s net tangible
assets are reviewed and approved by the Audit
Committee who may, if it deems fit, request for advice
on the transaction from independent sources or
advisors, including the obtaining of valuations from
professional valuers. Further, under the Listing Manual
and the Property Funds Guidelines, such transactions
are also approved by the Unitholders at a meeting of
Unitholders.

Where matters concerning CCT relate to transactions
entered into or to be entered into by the Trustee for and
on behalf of CCT with a related party of the Manager or
CCT, the Trustee is required to ensure that such
transactions are conducted on normal commercial terms,
are not prejudicial to the interest of CCT and the
Unitholders, and are in accordance with the applicable
requirements of the Property Funds Guidelines and/or
the Listing Manual relating to the transaction in question.
Further, the Trustee has the ultimate discretion under the
Trust Deed to decide whether or not to enter into a

transaction involving a Related Party Transaction of the
Manager or CCT. If the Trustee is to sign any contract
with a related party of the Manager or CCT, the Trustee
will review that contract to ensure that it complies with
applicable requirements relating to interested party
transactions in the Property Funds Guidelines and the
provisions of the Listing Manual relating to interested
person transactions as well as other guidelines as may
from time to time be prescribed by the MAS and the
SGX-ST or other relevant authority to apply to REITs.

Role of the Audit Committee for Related 
Party Transactions
All Related Party Transactions are subject to regular
periodic reviews by the Audit Committee.

The Manager’s internal control procedures are intended
to ensure that Related Party Transactions are conducted
at arm’s length, on normal commercial terms and are not
prejudicial to Unitholders. The Manager maintains a
register to record all Related Party Transactions (and the
basis, including the quotations obtained to support such
basis, on which they are entered into) which are entered
into by CCT. The Manager has incorporated into its
internal audit plan a review of all Related Party
Transactions entered into by CCT. The Audit Committee
has reviewed the internal audit reports to ascertain that
the guidelines and procedures established to monitor
Related Party Transactions have been complied with.

The Audit Committee periodically reviews Related Party
Transactions to ensure compliance with the internal
control procedures and with the relevant provisions of
the Listing Manual and the Property Funds Guidelines.
The review includes the examination of the nature of the
transaction and the supporting documents or such other
data deemed necessary to the Audit Committee.

If a member of the Audit Committee has an interest in a
transaction, he is to abstain from participating in the
review and approval process in relation to that transaction.

Corporate governance
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Details of all Related Party Transactions (equal to or
exceeding S$100,000 each in value) entered during the
financial year are disclosed on page 92 of this Annual
Report.

Dealings with conflicts of interest 
The following procedures have been established to deal
with potential conflicts of interest which the Manager
(including its directors, executive officers and employees)
may encounter in managing CCT:

• The Manager will not manage any other real estate
investment trust which invests in the same types of
properties as CCT.

• All executive officers will be employed by the
Manager.

• All resolutions at Board meetings in relation to matters
concerning CCT must be decided by a majority vote of
the Directors, including at least one independent
director.

• At least one-third of the Board shall comprise
independent directors.

• In respect of matters in which CapitaLand and/or its
subsidiaries have an interest, direct or indirect, any
nominees appointed by CapitaLand and/or its
subsidiaries to the Board to represent its/their interests
will abstain from voting. In such matters, quorum must
comprise a majority of the independent directors of the
Manager and must exclude such nominee directors of
CapitaLand and/or its subsidiaries. 

If the Manager is required to decide whether or not to
take any action against any person in relation to any
breach of any agreement entered into by the Trustee for
and on behalf of CCT with an affiliate of the Manager,
the Manager shall be obliged to consult with a reputable
law firm (acceptable to the Trustee) who shall provide

legal advice on the matter. If the said law firm is of the
opinion that the Trustee, on behalf of CCT, has a prima
facie case against the party allegedly in breach under
such agreements, the Manager shall be obliged to
pursue the appropriate remedies under such
agreements. The directors of the Manager will have a
duty to ensure that the Manager shall comply with the
aforesaid. Notwithstanding the foregoing, the Manager
shall inform the Trustee as soon as it becomes aware of
any breach of any agreement entered into by the Trustee
for and on behalf of CCT with an affiliate of the Manager
and the Trustee may take such action as it deems
necessary to protect the rights of Unitholders and/or
which is in the interests of Unitholders. Any decision by
the Manager not to take action against an affiliate of the
Manager shall not constitute a waiver of the Trustee’s
right to take such action as it deems fit against such
affiliate. 

Additionally, the Trustee has been granted a right of first
refusal by CCID over properties with certain specified
characteristics which may in the future be identified and
targeted for acquisition by CCID or any of its subsidiaries.

Risk assessment and management
The Manager places strong emphasis on risk
management as evidenced by the risk management
framework that has been set up. This provides a
structured context for the personnel to undertake a half
yearly review of the past performance of, and to profile
the current and future risks facing, their area of
responsibility.

This risk information is consolidated and used as key
input into the corporate strategy sessions attended by
management and the Property Manager. This is held
regularly to review CCT’s strategic direction in detail and
includes specific focus on the identification of key
business and financial risks which could prevent CCT
from achieving its objectives. Management is then
required to ensure that appropriate controls are in place
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to effectively manage those risks, and will be monitored
by the Board on a regular basis.

The internal audit plan is developed in conjunction with
the risk management programme and focused to confirm
the operation of internal controls and to assess the
effectiveness and efficiency of the control environment.

In addition, the Board requires that each major proposal
submitted to the Board for decision is accompanied by a
comprehensive risk assessment and, where required,
Management’s proposed mitigation strategies.

Communications with Unitholders
In line with the disclosure obligations of REITs, the
Board’s policy is that Unitholders be kept informed of all
major developments that impact CCT. During the
financial period, a continuous disclosure process was put
in place to ensure compliance with such obligations. 

CCT believes that it should engage in regular, effective,
unbiased and transparent communication with
Unitholders. Communication channels with Unitholders
are made accessible via:

a. Annual reports; 
b. Press releases on major developments of CCT; 
c. Disclosures to the SGX-ST; 
d. Other announcements, as appropriate; and 
e. CCT’s website at www.capitacommercial.com.

CCT has been included in various prestigious investment
indices which are widely referred to by European fund
managers as performance benchmarks in the selection
and monitoring of investments. These include Global
Property Research’s GPR General Index, as well as the
EPRA/NAREIT Global Real Estate Index. 

The GPR General Index tracks the performance of the
full global universe of properties and the EPRA/NAREIT
Global Real Estate Index comprises listed property

companies with a total free float market capitalisation
greater than US$200 million and traded value in excess
of US$100 million on a 3-month annualised basis for two
consecutive quarters.

Additionally, with about 13.5% of Units held by
unrelated institutional investors, the Management
considers meeting with local and foreign fund managers
as an integral part of the investor relations component.
During the financial period under review, the Manager
met with institutional investors from Singapore, Hong
Kong, United Kingdom, Europe, United States of
America and Australia. The purpose of these meetings
were to update potential and current investors on the
developments that had taken place in the year. The
Manager will continue to pursue opportunities to
educate and keep retail investors informed of the
emergence of the REIT industry.

Unitholders and potential stakeholders have 24-hour
access to CCT’s website for information on CCT’s major
developments, property descriptions, announcements
and other corporate information. Real time information
on CCT’s Unit price is also made available on the site. In
addition, the public can pose questions on CCT’s “Ask
Us” e-mail address and have their queries addressed
accordingly. Also available on the website is an archive of
CCT’s announcements, press releases, annual reports
and operational details. The latest information is posted
on the website as soon as it is released to the SGX-ST
and the media. 

Dealings in Securities
The Manager has voluntarily issued guidelines to its
directors and employees which prohibit dealings in CCT
Units while in possession of price-sensitive information
and during the two weeks before and up to (and
including) the date of announcement of CCT’s results
(quarterly as well as full year). Under these guidelines,
directors and employees are also prohibited from dealing
in Units on short-term considerations.

Corporate governance
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Composition of Board and Committees
The nature of the directors’ appointments on the Board,
and details of their memberships in the Board
Committees are shown below: 

Corporate

Board Audit Executive Disclosure

Members Committee Committee Committee

Sum Soon Lim (C)

Liew Mun Leong (DC) C

Stewart Fraser Ewen M

Fong Kwok Jen M C

Ho Swee Huat C

Kee Teck Koon M M

Lui Chong Chee M M M

Martin Tan M

Denotes:  C – Chairman   DC – Deputy Chairman   M - Member

The Manager believes that contributions from each
director can be reflected in ways other than the reporting
of attendances at Board and committee meetings. A
director of the Manager would have been appointed on
the principles outlined earlier in this Statement and his
ability to contribute to the proper guidance of the
Manager in its management of CCT. 
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