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Dear Tormented-by-Transition

You are clearly facing several difficult 
and related issues – company and board 
performance, and board and CEO renewal 
– but there is no need to feel tormented. The 
transition of organisations and individuals is 
always much more difficult than continuing 
the status quo, but they are part of your duties 
as a director. 

The good news, in your case, is that you have 
several factors that could help you deal more 
effectively with the situation: a supportive 
controlling shareholder, the recently revised 
Code of Corporate Governance, and your 
position as the NC chair.

You could start by having frank discussions 
with the controlling shareholder to determine 
the kind of support you need and can get from 
him to effect changes.

In addition, it might be opportune for you, 
as the NC chair, to arrange for all board 
members to attend training – organised by 
SID – related to the corporate governance 
changes announced in August 2018. You could 
also arrange for experts to brief the board in 
conjunction with one of the board meetings.
Meanwhile, let’s look at each of the issues you 
are facing.

I am an independent director of a mid-sized 
manufacturing company listed on the SGX 
Mainboard. I was invited to join the board 
just a year ago by Seetoh (not his real name), 
the controlling shareholder. Shortly after, 
the chair of the nominating committee (NC) 
retired, and I was asked, again by Seetoh, 
to take over the role. 

Seetoh has confided in me that he is not 
satisfied with the performance of the 
company, and hopes that I might be able 
to shake things up.

I do see his point. For some years now, 
the company’s profits have flat-lined, and 
market share is declining. Comparisons 
with competitors are not flattering. 

I have some concerns about the CEO (whom 
I shall call “Chan”), and the board chair 
(whom I shall call “Boh”), who have both 
been in their roles since before the company’s 
IPO 10 years ago. Notwithstanding, Boh 
continues to be declared as independent. Both 
show a disturbing lack of energy to push for 
better performance. They are evidently good 
friends, and Boh appears reluctant to threaten 
their personal relationship in any way.

Boh also chairs the remuneration committee 
(RC). I, too, am an RC member, but there’s 
not much to do apart from ratifying the 
CEO’s compensation which the RC chair 
sets. To be fair, this has been kept flat for 
some years, reflecting the unimpressive 
financial performance.

Other than Boh, Chan and me, there are two 
other directors who have been on the board 
since before listing, one for 16 years. They regard 
the nine-year rule with disdain, believing 
that their independence is intact along with 
their integrity, and that corporate memory is 
a far higher priority than fresh blood.

In summary, I believe that Chan is jaded, 
Boh is increasingly disinterested, and 
nothing is being done to turn the company 
around. And yet the board has never 
spoken about CEO succession, much less 
board refreshment.

Mr Sid, how should I proceed?

Yours sincerely

Tormented-by-Transition 

Dear Mr Sid

Moving the Company and CEO on Company performance
You are right to be concerned about the 
company performance. 

The sustainable performance of the company 
is a key duty of the board. While the revised 
Code continues to assert that the board is 
“collectively responsible and works with 
management for the long-term success of the 
company” (Principle 1), it emphasises this 
performance role in the newly introduced 
preamble to the Code (Introduction 3 and 5). 

As financial results should be a standing 
item on the board agenda, you can ask 
for the performance to be presented with 
comparisons against previous periods and 
industry peers to see the trends. 

Financial performance is one area where 
the controlling shareholder can send a 
strong message to the board, if the other 
shareholders haven’t already done so at 
the AGM.

The board’s response should be to push for 
the development of a formal strategy and 
plan to move the company forward. In the 
circumstances, it would be helpful to use an 
external strategy consulting firm to gain a 
fresh perspective, and to establish a board 
strategy committee to oversee this process.
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Who is Mr Sid?
Board performance
Many of the issues you raise can be highlighted 
to the board for follow through in a board 
performance evaluation. The “formal annual 
assessment” of the board and its committees and 
individual directors remains a key requirement 
of the Code (Principle 5 and its Provisions).

As the NC chair, you can ensure that the 
board evaluation is proper and sufficiently 
comprehensive by: 
• Constructing the board evaluation criteria 

and process to go beyond the box-ticking 
of superficial board practices, so as to 
obtain feedback on meaningful criteria such 
as the board's contribution to company 
performance, whether board discussions are 
constructive, and the board’s conformance 
with leading corporate governance practices.

• Extending the assessment beyond the board as 
a whole to cover individual directors, including 
the chair (the assessment criteria being more 
than that for an individual director).

• Using an independent third-party facilitator 
to provide objectivity and credibility to the 
findings.

• Ensuring appropriate follow ups, not just 
in reviewing the findings at the board and 
individual level, but also that action items 
(such as strategy development, succession 
planning, senior management remuneration) 
are incorporated into the board agenda. 

Board renewal
You will get plenty of help on board renewal 
matters with the recent corporate governance 
revisions:
• There should be “an appropriate level of 

independence and diversity of thought 
and background” in the board composition 
(Code Principle 2).

• The nine-year rule for independent directors 
(IDs) is considerably strengthened with the 
requirement for a two-tier voting approval of 
shareholders (Mainboard Rule 210(5)(d)(iii)).

• The need to have IDs comprise one-third of 
the board is enshrined in the listing rules 
(Mainboard Rule 210(5)(c)). If the board chair 
is deemed not independent (as he could be in 
your circumstances), then you will need to have a 
majority of IDs on the board (Code Provision 2.2).

• There should be “progressive renewal of the 
board” (Code Principle 4).

• The NC is to review “succession plans for 
directors, in particular the appointment and/
or replacement of the chairman, the CEO and 
key management personnel” (Code Provision 
4.1(a)).

There are currently five directors on your board, 
with four declared as independent. The other 
three IDs (including the board chair) are over the 
nine-year limit. 

Although above two listing rules (the nine-
year limit and one-third IDs) kick in only from 
1 January 2022, the planning for the progressive 
renewal of directors would mean the NC should 
start now. As the NC chair, the revised Code gives 
you valid support to be stricter in determining 
whether or not a director is independent.

Your challenge may be to find new (truly) 
independent directors to either replace retiring 
IDs or to boost the board composition to meet the 
proportion of IDs needed. 

You can seek the support of the controlling 
shareholder Seetoh, to nominate and support the 
right candidates. SID also offers a set of affordable 
board appointment services that you can tap on 
to find and appoint suitable directors. 

Mr Sid's References (for this question)
Board Guide
Section 1.2 Company Performance
Section 4.4 Strategy

Nominating Committee Guide
Section 3: Nomination and Appointment Process
Section 4: Director Independence
Section 6: Board and Director Evaluation
Section 7: Succession Planning

Boardroom Matters 
Vol 1, Chapter 20: “The Search for Independence” by Lim Chin Hu
Vol 1, Chapter 32: “Board Evaluation: More Can Be Done” by 
Yvonne Goh
Vol 2, Chapter 35: “A Good Nominating Committee Can Save the 
Company” by Junie Foo
Vol 2, Chapter 38: “The Crucial Task of Succession Planning” by 
Ramlee Buang
Vol 2, Chapter 43: “Strategy: More Than a Board Game” by  
Wilson Chew
Vol 3, Chapter 8: “Governing for Performance” by V Ramakrishnan
Vol 3, Chapter 12: “The Importance of Evaluating the Board” by 
Philip Forrest

Mr Sid is a meek mild-mannered geek who 

resides in the deep recesses of the reference 

archives of the Singapore Institute of Directors.

Burrowed among his favourite Corporate 

Governance Guides for Boards in Singapore, 

he relishes answering members’ questions 

on corporate governance and directorship 

matters. But when the questions are too 

difficult, he transforms into Super SID, 

and flies out to his super network of 

boardroom kakis to find the answers.

Management succession
Arguably, the most difficult question that boards 
have to raise with a CEO (when there is no crisis) 
is his own succession. It is understandably twice 
as difficult when the CEO has a good relationship 
with the board chair. 

A good way to broach the subject is not to focus 
exclusively on CEO succession, but to introduce 
succession planning for all members of senior 
management. As NC chair, you can take the lead to 
include succession planning of senior management 
into the NC terms of reference and agenda.

In succession planning, the board and 
management usually have to identify immediate, 
short-term (2-3 years) and medium-term (5 years) 
candidates for each senior management position. 
The choice (or lack) of suitable candidates for the 
CEO position would be telling and a basis for 
further action. 

Tied to succession planning is the evaluation 
and remuneration of the CEO and senior 
management. On this matter, you will need to 
work through the RC and then the board to 
effect this.

Lastly, I would advise you to bide your time. 
Your first priority should be to get more IDs on 
board to be able to substantively deal with all the 
issues. Such a transition would take more than 
a couple of years, but it can be done before your 
nine years are up.

Yours sincerely

Mr Sid

Sid


