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Dear What-Have-I-Gotten-Myself-Into

You raise several good questions about 
business ethics and ethical conduct.
Ethics is a difficult and, often, a sensitive 
subject. While good ethical practices can be 
taught in the classroom and agreed to in the 
boardroom, ethical decisions are not always, 
as you point out, black and white.

Several of the SID courses do cover the 
subject as part of their curriculum. However, 
what is right or wrong in any one particular 
situation can be very subjective, and affected 
by the corporate culture and the operating 
environment. SID also occasionally present 
case studies at forums for participants to 
explore the facets of specific situations.

Board selection 
If you had attended SID’s entry-level course, 
“So, You Want To Be A Director” (SYD), 
you would have learnt that an important 
aspect of ensuring a satisfying directorship 
is board selection. 

Too many directors are only too glad to be 
nominated to a board. But making sure that 
there is a good fit between director, company 
and board is a decision that both the board 
and the director should make. 

I have recently become a non-executive 
director of a Singapore-registered shipping 
company. 

This is my first director role, and I was 
hugely excited to be offered it. I don’t have 
any shipping experience. My background 
is in accounting, where I mostly handled 
audits for the financial services sector. 

I was invited by the board chairman (an 
old school friend). The plan is that I join the 
audit committee (AC) and take over as chair 
a year later when the current AC chairman 
retires. So, I have much to learn, but I have 
attended a few SID courses to learn about 
the directorship role.

Now, the company has a fleet of ships 
ferrying goods across the world. We have 
offices in the ports of many countries, 
and I am finding that things can be “done 
differently” in some of those countries. 

I’m still learning about the culture of the 
company, but I would describe it as very profit-
focused: maximising earnings may not be the 
only thing, but it’s certainly the main thing.

And this leads to my concern. There 
are things going on that I don’t fully 
understand. For example, the internal 
auditor tells me that there have been some 
quite significant claims for entertainment 
and payments of agency fees. When I raise 
this with the chairman, I am told that we 
need to be pragmatic in dealing with the 
ports and customs officers to help our 
clients get their goods through.  

I understand that these are not black and 
white issues. It’s not like the company is 
paying bribes directly, and it’s possible that 
the payments are permitted in the local 
jurisdictions. But the situation does make 
me feel uncomfortable. Even if it’s legal, I 
wonder if it’s moral.

The SID courses I have attended so far 
do not provide any guidance on to how I 
should deal with such a situation. Maybe 
you can help.

Yours sincerely

What-Have-I-Gotten-Myself-Into 

Dear Mr Sid

Sailing into Troubling Waters In SYD, participants are taught the 
importance and process of conducting due 
diligence of a company and its board prior 
to accepting an appointment. The process 
involves, among other things, understanding 
the company’s business, financial 
performance, governance, key personnel, 
board dynamics, corporate values, and other 
matters.

That said, it is not always practical to get an 
adequate appreciation for the key issues, in 
particular, board dynamics and corporate 
values, prior to joining a board.

But you are where you are. How then can you 
be more comfortable with the ethical direction 
of the company?

Code of conduct and ethics
A good starting point is to review the 
company’s Code of Conduct and Ethics. 
If there is none, you should get the board 
to establish one. 

One way to raise the subject is to refer to 
recent ethics-related corporate scandals (take 
your pick!) and make the point that, for good 
governance, your board should ensure that the 
right conditions are in place to avoid similar 
occurrences. 
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But a more positive way of introducing the 
subject is to reference the recently-revised Code 
of Corporate Governance 2018 where ethical 
standards are specifically emphasised:

• “[The board has the role of] establishing 
an appropriate culture, values and ethical 
standards of conduct at all levels of the 
company.” (Introduction paragraph 3)

• “The Chairman should… set the right 
ethical and behavioural tone, and provide 
leadership to the board.” (Introduction 
paragraph 4)

• “The board puts in place a Code of Conduct 
and Ethics, sets appropriate tone-from-the-
top and desired organisational culture, and 
ensures proper accountability within the 
company.” (Provision 1.1)

You should volunteer to take the lead to 
oversee not just the development or review 
of the Code of Conduct and Ethics, but 
also the plan for its communication and 
implementation.

Whistleblowing
Whistleblowing reports provide a good source 
for uncovering ethical breaches. Many studies 
show that the majority of frauds and other 
irregularities are exposed by insiders who saw 
and knew what happened.

Ever since the Enron collapse which was 
triggered by an internal whistleblower 
uncomfortable with its accounting, it is 
generally recognised as good governance to 
have a whistleblowing policy and processes 
in place for reporting irregularities. Thus, 

Provision 10.1(f) of the Code of Corporate 
Governance requires that “the company 
publicly discloses, and clearly communicates to 
employees, the existence of a whistleblowing 
policy and procedures for raising such concerns”. 

If your company does not have a whistleblowing 
policy or procedures, it should certainly have 
one. If it has one, you should still review 
it to ensure that it includes principles and 
practices such as confidentiality, protection for 
whistleblowers, and appropriate channels for 
reporting. 

The fact that you are an AC member and you 
are also designated to become the AC chair is 
a good basis for you to initiate the establishment 
or review of the whistleblowing policy and look 
into specific cases of irregularities. It would not 
be out of place for you to visit specific ports, for 
instance, to review and understand their internal 
controls and experience.

To get a good sense of the trend of irregularities 
occurring in the company, you can ask the 
internal auditor to provide you and the AC with 
an analysis of the misconducts that have been 
reported in the recent years.

Beyond the documented history, you may be able to 
get a good sense of irregularities that have occurred 
in the company even if there were no explicit 
whistleblowing reports on them by speaking to 
relevant management and operational staff – such 
as the internal auditors, and those involved with 
key aspects of operations at the ports.

Specific cases
Where there are known or alleged specific cases 
of fraud or bribery, the AC should dig into 
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them. This means fully resolving such cases, 
with clear decisions on the company’s ethical 
stand and proportionate penalties for those 
found guilty of breaches. 

Beyond the resolution of each case, you need 
to determine if there is a pattern: are the cases 
symptomatic of a broader cultural or operational 
issue?

You should then have an open discussion with 
the chairman, the AC and the board to address 
matters of concern.

Nuclear option
If, after you have explored and exhausted all 
options, you find that the situation is untenable, 
you may need to take extreme action.

For instance, where members of the company’s 
management have been engaged in illegal 
activities, and the board has condoned it and/or 
not sought to take appropriate action, you should 
seriously consider whistleblowing these activities 
to the authorities. 

Where there is no clear evidence of misconduct 
but you remain uncomfortable with the values, 
culture and ethical behaviour of the board and/or 
management, it may be that you decide to resign 
from the board. 

Hopefully, it will not come to this.

Yours sincerely

Mr Sid

Sid


