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Preface

Recent developments in corporate governance have
prompted world-class organizations to implement
best practices to strengthen their governance
regime. In Thailand, the Stock Exchange of Thailand
(SET) has prepared the “Principles of Good Corporate
Governance for Listed Companies 2006” as
guidelines for SET-listed companies. Being a leading
organization in supporting board of directors to
implement good corporate governance, the Thai
Institute of Directors (Thai IOD) deemed that it is its
mission to assist our members to put these

guidelines into practice.

In preparing the Director Compensation Best
Practice, the Thai IOD solicited opinions and
suggestions from the Advisory Committee on Best
Practices for Company Directors, a council
composing of scholars and experienced corporate
directors. The Thai IOD hopes that the Director
Compensation Best Practice will be of benefit to
the Board of Directors of listed companies to
determine a board remuneration policy that is fair
and justifiable to both the directors and
shareholders. The Thai IOD would like to thank the
advisory members for their contributions and

suggestions in preparing this valuable manual.

Prof. Hiran Radeesri
Chairman
Thai Institute of Directors Association
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Background

During the past few years, The Thai IOD has
regularly organized the roundtables and seminars to
brainstorm viewpoints pertaining to the directors’
compensation. On 22 February 2005, the Thai I0D
organized the debut seminar to present the 2004
Director Compensation Survey. From the colloquium,
seminar participants expressed their concerns on the
board remuneration discrepancy among publicly-
listed companies in Thailand. A call for a practical
guideline was set off to accommodate not only a
uniform compensation scheme but also an increasing
need for professional independent directors. As a
consequence, the Thai IOD emerged to develop
qualified corporate directors and assure the integrity
of their performance to look after the shareholders’
interests. As a professional body, the Thai IOD takes
an independent role to help determine a practical
compensation guideline for which publicly-listed
companies can utilize to ensure fair, transparent and

justifiable board remuneration.

With this mission in mind, the Thai IOD issued this
Director Compensation Best Practice 2006. The Thai
10D is fully aware that best practices are evolving
through time and IS determined to study and
conduct a survey of its members to update this

report on a regular basis.
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Principle

The Principles of Good Corporate Governance for
Listed Companies 2006 by the SET delineate a
guideline for the determination and disclosure of the

directors’ compensation as follows:

The board of directors should not approve its
own remuneration. The process of setting their
remuneration should be transparent.
Shareholders should approve directors’
remuneration. The level and composition of
remuneration should be appropriate and high
enough to keep qualified directors but not

overpaid.

The stated principle also suggests that the board
remuneration should be comparable to the industry
practices corresponding to the experience, expected
contributions, and duties, accountabilities and
responsibilities of the directors. Should the directors
be assigned additional duties and responsibilities
(e.g., serving on the Audit Committee), they should
receive extra compensation reflecting the added

assignments.

For the disclosure of the directors’ compensation, the
SET suggests that the Board of Directors should
disclose the basis and pay characteristics of the
director and executive compensation policy that
reflects the duties and responsibilities of each
director. Further, the disclosed compensation should
include remuneration that each director receives
from serving on the Board(s) of the subsidiary

companies.
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Recommended Best Practices

The Thai IOD would like to propose the following
Director Compensation Best Practice consistent with
the above suggested guideline from the SET and
suggestions from the seminar participants and the
Advisory Committee on Best Practices for Company

Directors

Arrangement and Amount of the Board

Remuneration

The remuneration arrangement can be decomposed
into 3 types corresponding to the roles and
responsibilities, fiduciary duties and legal liabilities,
and dedication and contributing value of the

directors.

1. Retainer Fee

Monthly retainer fees offered to Non-Executive

Directors (regardless of the meeting frequency)

should take the following 3 factors into

consideration.

e Industry practices.

e Operating performance and the size of the
business.

e Knowledge, competency and experience of
the appointed directors, subject to a current

need of such appointment.

The above 3 factors should be considered
together to attract qualified candidates to suit

the company’s requirements.

darduanu=uupUgunna

Lﬁalﬁaa@ﬂﬁadﬁu%ﬁﬂmsﬁ’]ﬁugLLaﬁamiﬁﬁﬁma’n

@

T1IA% WRZTDLEWOLULN LGTUINNINITNVBIRNIANY NLT

=

TINUFNNUY LLazﬂmzﬁﬂ'%ﬂmhmsﬁmu@ﬁaﬁaﬂﬁﬁ'ﬁ
AU8INTINANT FUIANFILEINFDILUNTINANTUTEN IneIs
LﬁuaumimuaLLmﬂﬁﬁ’aﬁalumiﬁmu@dma'uLmu
nITUMS Gt

¢ 9 1
9AUILNDUUALITAUVDIATADUUNY

waldranndasnuniszninfiaanusuAarouaes
NIIUNT %w:ﬁaaﬂﬁﬁamumﬁﬂ Fiduciary Duty 8.1
miwﬁwﬁﬁﬁmmimﬂgwmﬂ LRZNITUNNTISABINA
%’uﬁ@ﬁ”’\amdLLW':JLLa‘;momtywnﬂ"l&ivlﬁﬂﬁﬁ'amw QREUEY
1 (Dedication) U¥aINITUNITLARE A muﬁy'aqmm (Value)
ﬁvl@‘l”%'umnmiﬂﬁﬁ'a%ﬁ'lﬁmaaniiumi CRGR RO AL
UsznavvasanaauunuwnIsamslasutsaanidususin a9

v
A

1

1. @a1aauunilszan (Retainer Fee)

ﬁaiwlﬁﬁ‘umwmsﬁvl&iLtﬂmj’u’%ms (Non-Executive
Director) tilumzidanliiazinslszguamenssuns
wIaldfaw laslunisinuaszauvesdiaauuny
15237 arsdilanetfady 3 Uszmsalunu laun

e uwmidjialugamwniiu

®  WAUSENAUMILAZIWIAVRITING

° ﬂ’J’]&Ii AuFINNITnLAzUIERUN Tl Y8
N3TUNINABINIIRITHT NIDN1I2AN

FRINMIVAILITENUL G IUD AU

TapazdainarsminsaIulszn1sUsznaunwinalw
u‘%ﬁ'ﬂmmmgﬂﬁmsmmsﬁﬁqmauﬂ'ﬁmmzauﬁu

o &) a o | v
AU wUDILIENUN Lﬂuﬂii&lﬂ’]ivl(ﬂ



Recommended Best Practices (Cont.)

2. Attendance Fee

An attendance fee is considered on a per-
meeting basis. That is, the fee is paid only to a
director who participates in a Board or
Committee meeting.

2.1 Sub-Committee Attendance Fee

Each Board Committee should receive an
additional attendance fee for each Committee
meeting attended. The Sub-Committee
attendance fee can be set at the same level or
lower than that of the Board of Directors due to
less scope of duties and responsibilities of the
Sub-Committee.

2.2 Chairman Attendance Fee

The Chairman of the Board and the Chairman of
each Sub-Committee should receive relatively
higher attendance fee than that of the member
directors. The basis of the attendance fee should
be transparent and disclosed to the public as
well.

2.3 Member Attendance Fee

An aggregate amount of the attendance fee
should not be higher than that of the retainer fee.
Yet, it should be set at a level reasonable and
sufficient to ensure that each director will receive
fair compensation for his time and dedication in
attending a meeting and performing his
directorship diligently and thus possess no

incentive to accept excessive director positions.
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Recommended Best Practices (Cont.)

Incentive Fee

An incentive fee is paid as an incentive to the
directors each year and is tied to the firm
performance and values created for the
shareholders (e.g., profitability and common stock
dividend). As a common protocol, the incentive fee

should not be disproportionately excessive.

If a company considers a stock option plan as a
long-term incentive to retain skilled directors,
executives and employees, the Board of Directors
should carefully structure the stock option plan
such that the long-term shareholder value will be
optimized. The option scheme should also be
genuinely effective in retaining qualified staff. A full
disclosure for the shareholders’ acknowledgement

and regulatory compliance are a must.

It is at the discretion of the Board of Directors to
determine an appropriate mix of the board
remuneration corresponding to the operating
performance and characteristics of each company.
For instance, if the retainer and attendance fees
cannot be commensurately justified, it is
recommended that the incentive fee be
compensated proportionately higher. The bottom
line is that the board compensation scheme should
be fair and justifiable to the shareholders.
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Suggested Compensation

Determination Procedures

The Board of Directors should appoint a
Remuneration Committee to help determine a
remuneration policy for the directors and
executives and make recommendations on a
corporate-wide compensation policy to the Board
of Directors. At least two-third of the
Remuneration Committee members should be
Independent Directors and the remaining should
be Non-Executive Directors. The Chairman of the
Committee should be an independent director.

The Remuneration Committee should review the
board remuneration by taking into consideration
certain survey results of the available Director
Compensation Surveys or hiring a consulting firm
to propose an appropriate remuneration scheme
to the company.

The Remuneration Committee should make
recommendations to the Board of Directors who,
in turn, proposes the board remuneration for
shareholders’ approval at the Annual General
Meeting (AGM). The pay amount and criteria
corresponding to the functions performed should
be proposed for an approval from the
shareholders at the AGM annually.

The Board of Directors should disclose the basis
and policy of the board remuneration and present
the compensation figures and benefits that each
director receives in the annual report.
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Appendix

Suggestions from
the Seminar Participants

“2004
Director Compensation Survey”

What should be the major types of the
directors’ compensation?

1. Have Retainer Fee, Attendance Fee, and Incentive Fee.

| | 27%

2.0nly Retainer Fee. But, it should be sufficiently high to
commensurate with the duties and responsibilities of the
Board of Directors.

— L)
3. Both Retainer Fee and Attendance Fee
corresponding to the duties and

35%

4. Have Retainer Fee in place and provide Incentive Fee
tied to the annual operating performance.
| ] 22%

5. Either one of the Retainer Fee, Attendance Fee or
Incentive Fee reflecting the duties and responsibilities
of the Board of Directors.
| | 12%
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Should a publicly-listed company offer a
stock option plan to compensate the
directors?

1. Yes. It is a form of deferred payment and liability to a
company.

i

2. Yes. But, it should be given at an appropriate time
and must obtain the shareholders’ consents.

| ] 35%

3. Yes. But, it should be the last type of compensation
to be considered.

4. No, because the pay justification is not clear.
| | 25%

5.Not at all. It has a dilution effect.
[ ] 21%

Should the listed-company directors from
the same business sector or industry group
receive similar remuneration?

1. Yes, because similar knowledge and skills are
required.

0%

2. No. But, it should not be much different.
0%

3. Not necessary, depending on the corporation and
its circumstances.

[100%
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