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Graph 2 Number of companies in which the chairman of the board is an
independent director
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Graph 3 Number of the companies that separate the positions of
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The transparency of the board of
directors can often be partly attributed
to having “independent directors” who
work  efficiently. The important role of
the independent directors is to ask
questions without bias and give opinions
during board meetings with the intention
to protect the interests of stakeholders
and prevent them from being affected by
adverse impacts.

As a consequence, corporate governance
in Thailand and at the international level
determines the codes concerning
independent directors, especially
with regard to two issues, which are
discussed below:

1. The proportion of independent
directors on a board

Arecent a study on corporate governance
was conducted in three countries
that recently improved their corporate
governance codes, namely the United
Kingdom, Malaysia, and Thailand. The
results pertaining to the proportion of
independent directors on the board is
shown in table 1.
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Table 1

Comparison between the codes of corporate governance concerning the

proportion of independent directors in the board

UK Corporate Governance
Code (2016)

Except for smaller companies
nies, at least half the board,
excluding the chairman,
should comprise non-
executive directors determined

by the board to be independent.

A smaller company should

Malaysian Code on Corporate
Governance (2017)

At least half of the Board
comprises independent
directors.

For Large Companies, the
board comprises a majority
independent directors.

Thailand Corporate
Governance Code for Listed
Company (2017)

The board should be
comprises of a number
of qualified independent
directors in accordance with
regulation set by Securities
and Exchange Commission
SEC) and the Stock Exchange

have at least two independent
non-executive directors.

According to the above information, at
the international level, it is important
that half the members of a board are
independent directors. When taking
into account the assessment criteria of
Corporate Governance Report of Thai
Listed Companies and the ASEAN CG
Scorecard, the presence of independent
directors is stressed to an even greater
degree, namely the proportion of independent
directors on the board should exceed
50 percent. A current trend is that the
independent directors are expected to
play more roles.

In Thailand, although at least one third
of the members of a board must be
independent directors, each board must
e comprised of at least three independent
directors. The number might be lower
than what is set in the code of corporate
governance at the international level.
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of Thailand. The independent
directors should work
effectively with other
directors in the board.

(According to the SEC,
one third of the board of
listed companies should be
comprised of independent
directors. The number of
independent directors must
be more than three.)

However, in the last three years, the
results from CGR indicate that listed
companies in Thailand are stressing
independence of the directors by
adjusting the proportion of independent
directors withinthe board. Graph 1 shows
the increase of listed companies that
have boards in which the proportion
of independent directors exceeds 50
percent. Although this is not a high
increase, it indicates an interesting
trend.

2. The independence of the
Chairman of the Board

Differences on the issue of Independence
of the chairman of the board is viewed in
accordance with the code of corporate
governance in Thailand and at the inter-
national level is summarized in table 2,

Based on the above information, at the
international level, the chairman and CEO
should not be the same individual. For
Thailand, there is an additional code that
the chairman should be an independent
director. The assessment criteria from
CGRand ASEAN CG Scorecardalso con-
sider the issue of the chairman being an
independent director and the chairman
and CEO are the same individual.

The results of CGR in the last 3 years
indicate that the number of chairmen
that were independent directors and the
number of the companies that separated
the positionof chairmanand CEO are both
trending higher, especially the issue of
chairman being an independent director.
The graph shows that the number of
listed companies in which the chairman
was an independent director in 2016
increased by 5 percent from 2015.

Another interesting issue is to provide a
“lead independent director”. Taking into
account table 2, the codes of corporate
governance of the three countries call
for a provision of a lead independent
director in cases in which the chairman
is not an independent director. This will
help balance the board and management
and reduce conflict in communication
between the board and shareholders.
Notably, appointing a lead independent
director in cases in which the chairman
is not an independent director is also
included in the assessment criteria of
2017 ASEAN CG Scorecard form.

Although the trend of emphasizing
the independence on the board in
terms of the proportion of independent
directors and independence of chairman
is positive, Thai-listed companies need
be made more aware of the importance
of this issue. This remains a challenge,
especially with regard to nominating
independentdirectors. 10D could support
this trend by providing listed companies
with a list of professional directors in the
|OD chartered directors, including Director
Pool.



Table 2 Comparison of codes of corporate governance concerning the independence of

chairman of the board

UK Corporate Governance
Code (2016)

The roles of chairman and
chief executive should not
be exercised by the same
individual.

The board should appoint
one of the independent non-
executive directors to be the
senior independent director
to provide a sounding
board for the chairman and
to serve as an intermediary
for the other directors
when necessary. The senior
independent director should
be available to shareholders
if they have concerns which
contact through the normal
channels of chairman, chief
executive or other executive
directors has failed to
resolve or for which such
contact is inappropriate.

Malaysian Code on Corporate
Governance (2017)

The positions of Chairman
and CEO are held by
different individuals.

Where the board appoints a
Senior Independent Director
(SID), the role of the SID
should also be explained in
the board charter.

This may include the SID
Acting as—

e a sounding board for the
Chairman;

e an intermediary for other
directors when necessary;
and

e the point of contact for
shareholders and other
stakeholders.

Thailand Corporate
Governance Code for Listed
Company (2017)

A chairman should be an
independent director.

A chairman and chief executive
should have different duties.
The board should clearly define
the duties of the chairman and
chief executive.

To prevent an individual from
attaining limitless power, the
position of chairman and chief
executive should be held by
different individuals.

In cases in which the position
of chairman and chief executive
is not separated clearly, such
as the chairman and chief
executive are the same person, a
chairman is not an independent
director, a chairman and chief
executive are from the same
family or a chairman is a
member in the management
or a team or appointed to be
responsible for the
administration

The board should promote
balance of power between the
board and management by

(1) ensuring that more that
half of the board members are
independent directors; or

(2) appointing an independent
directors to consider the
agenda for board meeting.

Directors who want to be placedon the list
should contact the Member Relationship
Department of IOD for more information.

In conclusion, the boards of Thai
companies are favoring more and
more the independence of the board.
The trend for a greater proportion of
independent directors serving on the
board or having a chairman, who is an
independent director, is positive. The
presence of independent directors on
the board is more effective in practice
if they work truly independently. The
independent director should dare to
ask questions or make some notices
when they have some doubts and not be
biased when considering important
issues by taking into account the interest
of all stakeholders. Thus, the challenge
of independent director is to work
independently.
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