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I sit on the board of a private company in 
the marine sector. There are two dominant 
shareholders, one at 40 per cent and the 
other at 25 per cent; and 10 other minority 
shareholders. The largest shareholder is 
entitled to two nominee directors, while the 
second largest gets one. All three nominees are 
executives of the two shareholder companies, 
and are regarded as non-independent. There 
are four of us independent directors (IDs). 

I have been on the board for three years. 
We’ve had our ups and downs, and Covid-19 
hasn’t helped, but we’re optimistic we will 
be ready to list in a year or so. In view of that, 
we IDs are keen to ensure that governance is 
tight and that the company is prepared in all 
respects for the IPO.

Without impugning their motives, I would 
have to say that my nominee colleagues 
are more focused on driving the numbers 
towards a generous valuation. Governance 
is, at best, a secondary consideration.

One example is their recent proposition to 
appoint alternate directors. They claim they 
may be too busy to attend every meeting, 
even though they have had no such problems 

before. They say that alternate directors are 
commonplace and, moreover, are supported 
explicitly in the Companies Act. 

Such appointments will, however, require 
a change to the company’s constitution. 
It’s a cumbersome process, but it’s achievable. 
What concerns me more is that the manoeuvre 
seems aimed at stacking the board. If all 
directors – independents, non-independents, 
and alternates – attend the meeting, the 
nominees will outnumber the independents by 
six to four. With more voices and more votes, 
they will be much freer to take the company 
on a more, shall we say, “adventurous” path. 

I chair the Nominating Committee and 
would like not to go down this route. 
What are the alternatives to not needing 
to have alternate directors? For example, 
I was thinking of proposing regular sessions 
between the board and shareholders to keep 
them apprised and, hopefully, happy that we 
are looking after their interests.

Yours sincerely,

Looking-For-Alternatives

Dear Mr Sid

Re: Alternative to Alternate Directors  

ASK MR SID

Dear Looking-For-Alternatives 

The board should, of course, stay connected 
with the shareholders and keep them apprised 
of key matters. 

However, to answer your question: the best 
alternative to not having an alternate director 
is to replace the principal director with one 
who does not need a substitute to cover 
for him (or her). A director who is too busy 
to attend board meetings should not be on 
the board. 

But busyness is probably not the actual 
reason for this recent proposal, as you have 
concluded. 

Governance practices
The nominee directors say that having 
alternate directors is common practice. 
It is not. Based on the most recent Singapore 
Directorship Report, less than 4 per cent of listed 
companies report having an alternate director 
on board.

That’s because having alternate directors is 
not considered a good governance practice. 
A director should be sufficiently competent 
and able to commit the time to function as 
a director without falling back on a substitute 

director. Else, he should not be appointed 
a director.

This is spelt out in best practice guides 
(such as the SID Board Guide) and the 
regulations.
  
For example, Provision 4.5 of the 2012 Code 
of Corporate Governance states: Boards should 
generally avoid approving the appointment of 
alternate directors. Alternate directors should 
only be appointed for limited periods in 
exceptional cases, such as when a director has 
a medical emergency.

In the 2018 Code revision, this provision was 
moved to Practice Guidance 4, as part of the 
move to slim down the main Code. 

You say that you worry about the combined 
weight of the nominee directors and their 
alternates overpowering the boardroom 
discussions and decisions. You need not be 
overly concerned about this.

An alternate director is a substitute, and only 
so when the principal director is not present. 
The board can decide to allow or not allow 
an alternate to attend the board meeting when 
the principal director is attending. Even if 
both are present, the alternate is present only 
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as an observer, and they both only count as 
one vote. 
 
The law
You might ask: If this not a good governance 
practice, why does the law support it? Well, 
the law provides for it, but that does not 
mean it encourages it. 

The alternate director is mentioned in Section 
4 of the Companies Act, which defines who 
a director is. And it is mentioned in the 
same vein as a de facto director (one who is 
not called a director but who functions and 
acts like one). The purpose of including the 
alternate director and de facto director is 
to ensure that such individuals understand 
that they are subject to all the duties, 
responsibilities and liabilities of a director. 
And there have been court cases of alternate 
and de facto directors charged and sentenced 
for breach of fiduciary duties.

Provision 4.5 of the 2012 Code elaborates 
on this: If an alternate director is appointed, 
the alternate director should be familiar with the 
company affairs and be appropriately qualified 
... Alternate directors bear all the duties and 
responsibilities of a director. 

Nominee directors
In fact, the alternate directors in this case have 
greater responsibilities and liabilities compared 
to you because they are also nominee directors. 

In effect, nominee directors serve two masters:
- Their duties to the company as fiduciaries.
- Their duties to their nominators or 

appointers, in this case, the shareholding 
companies.

A nominee director faces a troubling conundrum 
when the best interests of the company conflict 
with the instructions or interests of his appointer. 
He should, of course, prioritise the company’s 
best interests. A breach of fiduciary duty is 
criminal, whereas a breach of duty to the 
employer is contractual.

Nominee directors need to be aware of such 
minefields. 

They also have other obligations. For example, 
under Section 158 of the Companies Act, 
a nominee director can only disclose confidential 
company information to his appointers if it 
is not likely to prejudice the company and 
such disclosure is made with the board’s 
authorisation. And if it is a listed company, 
the nominee director has to consider whether 
any such disclosure is in breach of the listing 
rules, which prohibit selective disclosure of 
“material information”.

For these reasons, nominee directors are often 
advised to request adequate directors and 
officers liability insurance (D&O) coverage 
and be indemnified in respect of liabilities 
incurred when acting according to their 
appointers’ instructions.
 
What you can do
In summary, you should seek to persuade 
the nominee directors that there are many 
downsides and little upside to their having 
alternate directors. You could argue that:

- It is a poor governance practice that could 
affect the company’s corporate governance 
standing and perhaps its valuation when it 
seeks an IPO listing.

ASK MR SID
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Section B: Board Structure and Composition; 3.   
Board Composition and Roles;  (e) Alternate Directors

Statement of Good Practice
SGP No. 11/2010: Appointing Alternate Directors

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.

- It would reflect poorly on them as principal 
directors because it implies that they are too 
busy to pay attention to the company.

- It is very unfair to the alternate directors 
because they have to bear the same fiduciary 
duties and liabilities as the other directors, 

 in addition to those as nominee directors. 
 Yet, they would likely be spending less time as 

alternate directors than the principal directors 
on these onerous responsibilities.

- The voices and votes of the nominees 
 would not increase, if the board does not 

allow them.

If the nominee directors still insist on their course, 
you could take the position that each alternate 
director would only be appointed for a limited 
period when there is a clear personal exigency 
with the specific principal director. And that it’s 
either the principal or alternate director who 
attends a board meeting, not both. 

As a concession to get the nominee directors 
to drop the idea of alternate directors, the 
board could agree that representatives from the 
shareholder companies may attend as observers 
in place of the nominees who cannot participate 
in specific sessions. The board can further agree 
that no vote or decision will be taken until all the 
nominee directors are present. 
 

Yours sincerely

Mr Sid

Sid


