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OUTLINE

G Introduction to Conflict of Interest (COI)

e Types of Conflict of Interest
e Case Studies
G Consequences of COI violations
° Board of Directors' Responsibilities
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Introduction to
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1.1 What i1s Conflict of Interest?
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What is Conflict of Interest? A
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Source: CG TODAY: anadauginisnayszlazii (CONFLICT OF INTEREST) - SET Sustainable Capital Market Development

“The general rule stands upon our great moral obligation to refrain from placing ourselves in relations which ordinarily excite a conflict

between self-interest and integrity...In this conflict of interest the law wisely interposes. It acts not on the possibility that, in some

cases, the sense of that duty may prevail over the motives of self-interest, but it provides against the probability in many cases, and

the danger in all cases, that the dictates of self-interest will exercise a predominant influence, and supersede that of duty.”
Source: Mr. Justice Wayne in Michoud v. Girod, US Supreme Court (1846)

“The situation where a person, who has a duty to exercise judgment for the benefit of another, has an

interest that tends to interfere with the proper exercise of his or her discretion.”

Source: Dr Remas Vulsan (Senior Lecturer in Corporate Law, the University of Edinburgh)
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1.2 Origins of Conflict of Interest
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Fiduciary Duty nu Conflict of Interest
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A fiduciary is someone who has undertaken to act for and on behalf of another in a
particular matter in circumstances which give rise to a relationship of trust and i
<

confidence. [Lord Millett, Bristol and West Building Society v Mothew]
The fiduciary has a duty not to be in a situation where personal interests and fiduciary

duty conflict, not to be in a situation where their fiduciary duty conflicts with another

fiduciary duty, and a duty not to profit from their fiduciary position without knowledge and

consent. A fiduciary ideally would not have a

{d‘p dl = % 1 1 1 o o
WAELAG avla@ul,waﬂszim%ﬂuﬂﬁsﬂﬂmﬁﬁﬂﬂawwg wet llpeuuzsinnmangnang

B He ey

e

i
=

G
e
e E
]

N :

(after) John Bluck (fl. 1791-1819), Joseph Constantine Stadler (fl. 1780-1812),
Thomas Sutherland (1785-1838), J. Hill, and Harraden (aquatint engravers) -
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By Thomas Rowlandson (1756-1827) and Augustus Charles Pugin (1762-1832) :
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Unknown source, Public Domain.
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1.3 Regulations related to COI
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Why are COI regulated for company directors?
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nHWa8LN8INY Conflict of Interest

Companies Act 2006 — Chapter 2 General duties of directors

UK Listing Rules — Related Party Transactions

Model Business Corporations Act (MBCA)
Sarbanes-Oxley Act 2002 (SOX)
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[UK] Companies Act 2006 - Chapter 2 General duties of directors

[US] Model Business Corporations Act (MBCA)

Chapter 2 General duties of directors

Introductory
® 175. Duty to avoid conflicts of interest
® 176. Duty not to accept benefits from third parties

® 177. Duty to declare interest in proposed transaction or

arrangement

Chapter 3 Declaration of interest in existing transaction or arrangement

® 186. Declaration of interest in case of company with sole

director
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“ 8.30. STANDARDS OF CONDUCT FOR DIRECTORS
(a) Each member of the board of directors, when discharging the duties of a
director, shall act: (i) in good faith, and (ii) in a manner the director

reasonably believes to be in the best interests of the corporation. ...”

“8.31. STANDARDS OF LIABILITY FOR DIRECTORS
(a) A director shall not be liable to the corporation or its shareholders for any decision to
take or not to take action, or any failure to take any action, as a director, unless the party
asserting liability in a proceeding establishes that: ...
(2) the challenged conduct consisted or was the result of:
(i) action not in good faith; or
(ii) a decision
(A) which the director did not reasonably believe to be in the
best interests of the corporation, or
(B) as to which the director was not informed to an extent the

director reasonably believed appropriate in the circumstances; or ...”
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Types of Conflict of Interest

Thai Institute of Directors
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Case Study 1

Thai Institute of Directors
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Thai Institute of Directors
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Case Study 3

Thai Institute of Directors
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Case Study 4

Thai Institute of Directors
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Consequences of COl violations

Thai Institute of Directors
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Consequences of COl violations (Listed Companies)

Thai Institute of Directors
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Corporate Governance Code

Thai Institute of Directors
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