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ASK MR SID

I run a family business. Our holding 
company has eight wholly-owned 
subsidiaries that span manufacturing, 
retail, printing and property. 

My entrepreneurial grandfather, who started 
most of these businesses, left equal shares 
in the holding company to his six children 
when he died. Today, those shares rest with 
a mix of second- and third-generation 
family members. 

Each branch of the family has one director 
on the board. Two of us, from the third 
generation, are executive directors. 
The other four from the second generation 
are non-executive directors. We don’t have 
a CEO, but the board looks to me as the de 
facto CEO. 

Our chairman, my first aunt, is getting on in 
years and is happy to leave the company’s 
directions and decisions to me. That goes too 
for most of the other directors who are of the 
“do what you like but make sure I get my 
dividends” school.

That is, except my second uncle, V. 
He should be happy with the dividend 
payments that are feeding his life of leisure. 

But no, he wants to get involved in running 
the business, although no one else thinks 
he should.  

He drives the staff crazy with his constant 
questioning. He drives me crazy with his 
resistance to almost anything we want to 
do. Some of the past projects were scuttled 
because of delays caused by his objections 
and demands for impossible information. 
Since our constitution requires 100 per cent 
agreement for resolutions by circulation, 
I have to go through the painful process of 
convening board meetings to get all the other 
directors to outvote him. The exchanges at 
these meetings are usually drawn out and 
unpleasant for all. 

The rest of the board members are okay to 
have V removed, but they want me to initiate 
it. So, I am working with our lawyers to do 
so. However, my fellow executive director 
cautioned me that V will fight it to the death 
and knows enough to be dangerous outside. 
Mr Sid, what would you advise?  

Yours in blood-tinged waters,

Seeing Red

Dear Mr Sid

Re: Blood-Not-Thick-Enough Dear Seeing Red 

Your situation is not uncommon for 
a business that involves multiple family 
members. It’s especially not easy when 
they are actively involved in the business. 
However, blood ties can be both positive 
and negative, depending on how the 
situation plays out. 

Let’s start with your immediate issue: your 
second uncle, V.

Removing V
The first question you should address is: 
do you really want to remove him from the 
holding company?

The legal process for removing a director is 
relatively straightforward. It’s a matter of 
the board voting to terminate his directorship, 
with V recusing himself as he is conflicted. 
This needs to be followed up with a 
shareholder resolution at a general meeting, 
which can, depending on the timing, be an 
AGM or EGM. Based on what you describe 
of the board dynamics, both the board and 
shareholder resolutions would be easily 
carried.

However, I would advise you to consider 
a second approach – which is to get V to resign 

from the board instead. Perhaps, one of the 
second-generation board members is close 
enough to him to gently persuade him to step 
down, without him making him feel like he is 
being forced out and losing face.

Further, before you remove him, I would ask 
you to seriously consider two implications of 
V not being on the board.

The first is the tradition (or is it a strict family 
agreement?) that each branch of the family has 
one representative on the board. This means 
that there needs to be someone else from 
V’s branch of the family who can replace 
him, be more effective – I will get into what 
makes an effective board member later – 
and be a business partner with whom you 
are comfortable.

Secondly, you and the other board members 
should be aware that all directors have legal 
and fiduciary duties to the company; if these 
are not adequately discharged, there are legal 
consequences. 

In that regard, I would be less concerned about 
your fellow executive director’s point that 
V knows about the skeletons in the cupboard. 
The fact is that V is liable – along with all the 
other board members – for all the decisions 
made on his watch as a director, regardless of 
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Who is Mr Sid?

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.

any contrary opinions he may have expressed 
in the meetings. Maybe that’s why he is 
watching matters so closely. 

Of course, now that V has a deep understanding 
of the company, he could use this knowledge 
to nitpick decisions taken after he steps down 
from the board and may do so outside the 
boardroom in a more public forum. What’s 
important to remember is that once V is off 
the board, he no longer has any director’s 
responsibilities and liabilities. 

Once V is out, he will still be a shareholder. 
While he may not have any director liabilities, 
he does have shareholders rights which he 
can exercise. Yes, he could still be outvoted at 
a shareholders’ meeting, but he can also rely 
on certain legal provisions (such as Section 
216 of the Companies Act) that protect minority 
shareholders from oppression by majority 
shareholders and controllers of the company. 

Working with V
It’s hard to tell from your letter if there is 
a solution to accommodate, and work with, 
V. It would seem that this would be preferable 
because first, V is blood; and secondly, the 
alternative process could get bloody.

I gather two facts which may be useful to 
seriously consider taking this route.

First, since V is second generation and you are 
third, it looks like he is senior to you in age, 
perhaps considerably so. In our Asian society, 
elders expect deference and respect, which can 
collide with the younger generation’s “just-do-
it” approach. There are courses and coaches 
which can help a contentious board find ways 
to work more harmoniously together.

My second observation is you indicated that 
V wants to be involved in running the business. 
First, if he’s only an NED, he should not do 
so. However, if he wants to be an ED, can this 
be handed to him in a win-win way? 
For example, is there a subsidiary where the 
risks can be contained because, say, the business 
is straightforward (e.g. property rental) and 
you could ensure that the other members of the 
subsidiary’s board are able to check and 
balance him?

Corporate governance
No matter how you resolve the situation with V, 
it seems that the state of corporate governance at 
your company can, and should be, improved.

An attitude of “do what you like but make sure 
I get my dividends” may be okay for a shareholder, 
but certainly not for a director. Directors have 
duties and liabilities, so they have to exercise due 
care and diligence over the affairs of the company. 

The weakness of your current board is not only 
that the directors may be passive, but also that 
they may not have sufficient understanding of 
governance and relevant skills to benefit the 
business. Generally, constructive contention 
makes for better decisions on the board. 

Although it is not (yet) required for a private 
company, your board will benefit from diversity. 
By this, I mean having people with different 
backgrounds and skills, and not just because 
they represent a branch of family shareholders. 
Experienced and independent directors will 
not only add diversity, but also provide fresh 
perspectives that could overcome groupthink.

The current board also does not appear to be 
organised for effective governance. You have 
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not mentioned any board committees. With the 
amount of work that boards are expected to do, 
it is typical for detailed work to be undertaken 
by board committees.

Also, it is considered good governance to 
minimise board resolutions by circulation. 
Such resolutions should be restricted to routine 
matters and those previously tabled where 
further discussions are not expected. Otherwise, 
the issues should be brought to, and discussed 
at, a properly convened board meeting. 

The role between the board and management 
is also unclear. NEDs should not be involved 
in the running of the business. There should be 
a formally appointed CEO who is recognised 
within and outside the organisation.

As you resolve the situation with V, you could 
also take the opportunity to overhaul the 
corporate governance of the company. For 
example, you could hire a corporate governance 
consultancy to review your board situation and 
recommend changes, which would likely cover 
some of the above points. On the back of those 
changes, you could incorporate the resolution 
with V. 

I wish you all the best for a bloodless resolution 
to these issues in your family-run business. 

 

Your red-blooded buddy 

Mr Sid

Sid


