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Nominee shareholder arrangements: Uses and Pitfalls for 

the beneficial owner  

 

 

 

 

The following article was written by Bernard Tan. Bernard heads the firm's Corporate and Commercial Practice Group. 

In this article, I wish to share some insights about what to look for when you ask someone to hold shares in 

a company for you. Such an arrangement is often called a nominee shareholder arrangement. 

Reason for such arrangements 

The person who is named as the owner is the nominee while the person who actually paid for the shares is 

the beneficiary. The beneficiary often feels that there is a need to be not named on the register of members 

as a shareholder and hence enters into such an arrangement.  

Uses 

The main use is that the actual beneficial owner of the shares will not be seen to be on the public records as 

a shareholder of the relevant company. This can give a measure of privacy and confidentiality.  There are 

other methods such as setting up intermediary companies though these methods might cost more to 

implement than a nominee shareholder arrangement.  

Pitfalls 

Most of the pitfalls in such an arrangement arise from the fact that the nominee is put in a position of control 

of the rights that attach to the relevant shares; in addition, the company is not required by law to recognise 

any trustee or nominee shareholding arrangement.  

Some of the common pitfalls that I have seen in my several years of practice are as follows: 

• The legal owner or nominee refuses to return the shares to the beneficiary. 

• The legal owner exercises the rights or enjoys the rights attached to the shares without the consent 

or knowledge of the beneficial owner. In particular, he uses the shares as security or sells them. 

• The legal owner passes away or is deregistered and the beneficial owner is unable to get the shares 

transferred to himself. 

Some Solutions  

The solutions that I have recommended and implemented in the past aim at eliminating the possibility of the 

nominee exercising rights over the shares that he is not entitled to exercise and at the very least ensure that 

the arrangement is in written form and can be produced as evidence.  

Firstly, it is essential that a nominee shareholder agreement with clear and adequate provisions for the 

beneficiary be prepared and stamped with the Inland Revenue Authority of Singapore or relevant tax office 

of the country where the shares are located. Stamping is essential in Singapore so that the nominee 

shareholder agreement can be produced in the Singapore courts as evidence.  
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However, based on experience and consideration of the risks concerned, a signed and stamped nominee 

shareholder agreement alone is not sufficient, even if it contains undertakings by the nominee to not exercise 

rights attached to the shares. As many unfortunate beneficiaries in such arrangements can attest, the 

nominee may choose to breach the agreement.  

There are other documents and practical steps that can be prepared and taken and we have advised on and 

implemented such steps for beneficiaries before. Some of these involve amending the company’s constitution 

and taking necessary actions with the share certificates.  

Conclusion 

Although the nominee shareholder arrangement is straightforward conceptually, it actually involves risks for 

the beneficiary which should be dealt with strongly failing which the beneficiary may find himself having to 

commence proceedings to assert his rights and ownership.  

The arrangement can be likened to a situation where someone passes physical possession of a valuable to 

another person. The beneficial owner must ensure that the person who has possession does not seek to 

enjoy rights that he is not entitled to enjoy, and that he can get the property back easily when he wants to. 
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Characterist LLC is a multi-disciplinary full-service Singapore law firm for businesses and individuals, and we offer 
comprehensive and competent legal solutions while retaining expertise in specialized areas of practice. We are driven 
by our values, and these values work, because our clients greatly appreciate and deeply value our legal services. We 
look forward to doing the same for you. 
  

Our practice was first established in 1978 by Mr Lie Kee Pong as Lie Kee Pong Partnership. In 2007, we merged with 

another growing law firm, Characterist LLC.  

From our beginnings as a sole-proprietorship, we have since grown into a full-service law firm offering comprehensive, 

competent and cost-effective legal solutions while retaining specialized expertise across multiple practice areas. These 

include litigation and dispute resolution, corporate and commercial law, property and real estate, insurance and personal 

injury, criminal litigation and advocacy, family and matrimonial law, trust, estate planning, probate and administration, 

construction and intellectual property. Our clients include individuals, professionals and businesses, including SMEs, 

MNCs, Statutory Boards and listed companies on various exchanges.  

But wherever and however we grow, we remain rooted to our values – we want to be a firm that connects with our clients 
and a community to effect change. We are, and will always be, Values at Work. 
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