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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 Nomination Best
Practices, 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 Nomination Best
Practices will be of benefit to the Board of Directors of
listed companies to determine a board nomination
process that is effective and transparent. The Thai IOD
would like to thank the advisory members for their
contributions and suggestions in preparing this

valuable manual.

Professor Hiran Radeesri
Chairman

Thai Institute of Directors Association
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Background

In the past, recruiting corporate directors was not a
complicated process. The management or controlling
shareholder may simply invite respectable or
acquainted individuals to serve as directors. With the
invitation, the directors reckoned that it was an
honor to be appointed. However, that has now
changed. Shareholders, investors and regulators
have given more emphasis to the role and
responsibilities of the Board of Directors. A director
nomination and appointment must consider the
company’s needs and circumstances. The director
nomination process has become an important issue
and must be carefully implemented. As a result, this
Director Nomination Best Practices by the Thai
IOD was introduced as a means to accommodate
increasing importance of the director nomination

process.

The Thai IOD is 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

Under the Responsibilities of the Board section, the
Principles of Good Corporate Governance for Listed

Companies 2006 by the SET states that:

The structure of the board should consist of
directors with various qualifications, which are
skills, experience, and expertise that are useful
to the company. Directors should commit to their
responsibilities and put all efforts to create a

strong board of directors.

The directors nomination process should be
transparent, without any influence of controlling
shareholders or management, and be credible to

outsiders.
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Recommended Best Practices

The Thai IOD would like to propose the following
Director Nomination Best practice corresponding to
the good corporate governance practices and
recommendations from seminar participants at the
Directors Forum 3/2004: The Director Nomination on
14 December 2004 and from the Advisory

Committee on Best Practices for Company Directors.

1. Appointment of the Nomination Committee

The Board of Directors should appoint the
Nomination Committee to identify, evaluate, select,
and nominate candidates to serve as corporate
directors. The Nomination Committee should possess

the following functions.

1.1 Review the current structure of the Board of
Directors whether it fits the company’s business
strategies and provide improvement
recommendations including the  director
nomination to suit the corresponding structure
by presenting the Director Qualifications and
Skills Matrix to the Board of Directors.

1.2 Conduct a search for director candidates.

1.3 Perform a due diligence investigation on the
candidates’ backgrounds before recommending

qualified candidates to the Board of Directors.

1.4 Interview the selected candidates as ultimately
determined by the Board of Directors and
propose the name list for shareholders’ approval

at the annual general meeting.
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Recommended Best Practices

2.1

2.2

2.3

Composition of the Nomination Committee

At least two-third of the Nomination Committee
members should be Independent Directors while
should be

Directors. The Chairman of the Committee

the remaining Non-Executive

should be an independent director.

To avoid a conflict of interest, a director whose
term of office is about to end should not be
appointed as the Nomination Committee
member. However, if it is necessary due to a
limited number of directors, a director who is a
subject of the re-nomination should not be
entitled to vote and present in the meeting when
his/her

appointment. In case the terms of office of a

the Committee is considering
majority of the Nomination Committee members
expire at the same time, the Board of Directors
should undertake the Nomination Committee

functions.

The Nomination Committee may hire a
consulting firm to search for qualified candidates
or appoint an outside consultant. However, the
Committee should not appoint outsiders to serve
on the Nomination Committee because the
director accountability to shareholders may be

compromised.
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Recommended Best Practices

3.1

3.2

3.3

3.4

Director Selection Process

To identify qualified candidates, the Nomination
Committee should establish a guideline to ensure
that the director candidates are able to perform
fiduciary duties owed to the company, including

the duty of care and the duty of loyalty.

In addition to a candidate search by the
Committee, the Board of Directors should allow
minority shareholders to nominate a director
candidate to the Nomination Committee. A time
frame for the nomination process must be in
place to ensure that the Nomination Committee
will have sufficient time to perform due diligence
candidate’s

on the background before the

shareholders’ annual meeting.

The Board of Directors should disclose the
director nomination policy and procedures to the
shareholders to ensure transparency. A director
nomination form should be available and contain
relevant information

appointment including

supporting reasons and willingness of the

nominated candidates.

Background checks on the potential candidates
should be performed by verifying with the
relevant entities that the candidates are not
blacklisted. Also, an interview with the selected
indicated by the

Committee is recommended.

candidates Nomination
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3.8

3.4
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Recommended Best Practices

3.5

3.6

3.7

3.8

3.9

A number of director candidates recommended
by the Nomination Committee should be
greater than the available elected Board seats.
The Board of Directors will then have an
opportunity to propose the most qualified
candidates for shareholders’ approval at the

annual general meeting.

The Board of Directors should forward the

candidates” names and profiles to the
shareholders in advance with the notice to call

shareholders’ meeting.

For a nomination of the returning directors,
their past contribution and meeting attendance
should be included in the notice to call

shareholders’ meeting.

The Board of Directors should allow the
shareholders to elect and vote each nominated
director one at a time. And, the voting results
should be reported for each nominated director

at the meeting.

An orientation on the company’s business
operations should be offered to a newly
appointed director before the first Board

meeting.

3.5

3.6

3.7

3.8

3.9
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Appendix
Director Qualifications
and Competencies Guideline

The Nomination Committee should consider
the following guideline when selecting the

director candidates.

1. Individual Director Characteristics

The following characteristics should be considered for

a candidate to be selected:

Integrity and accountability

® Ability to utilize an informed judgment

® Being a prudent and mature person and a
good listener who is able to advance
constructive debates and independent opinions

® A person of principles and professionals

® Other characteristics as the Nomination

Committee deems necessary
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2. Collective Board Competencies

The Nomination Committee should consider specific
competencies that the Board of Directors, as a whole,
needs to excel in formulating the business strategies
and policies and implementing the devised strategies
Business considered

effectively. competencies

necessary are:
® Accounting and finance

® Organization and human resources

management
® Risk management
® Crisis management
® Industry knowledge
® International marketing
® Strategic planning

® Other competencies as the Nomination
Committee deems necessary for the next 3-5
years. They are, for example, e-commerce
applications, research and development,

merger and acquisition, etc.

The Nomination Committee may develop the Board
Skills Matrix showing the competencies of the existing
directors and the attributes being sought to suit the
needs of the Board and the company at the time.
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An Example of the Board Skills Matrix
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From the above matrix, the Nomination Committee
determines that the company needs a director who
possesses knowledge in e-commerce applications.
However, the existing Board of Directors does not have
such a qualified director in this area. Thus, the
Nomination Committee should look for a qualified
candidate to fill in this deficiency.

3. Board Diversities

In addition to the directors’ characteristics and
Board’s competencies, the Nomination Committee
may consider a diversity and balance of the Board of
Directors. For example, the Board of Directors may
consist of representatives from a variety of
stakeholders, personal and professional experience
and backgrounds, and other differentiating
characteristics.
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