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T IS SOMETIMES SAID that a crisis is like
water; it finds the cracks in an
organization. What did the pandemic
reveal for you at your companies? How
has the experience made you wiser as
a director?

Chaly Mah: One thing the pandemic revealed was
that all the scenario planning and business
continuity planning (BCP) just didn’t work. None
of it worked. That was quite scary. You can laugh
now, but at the time, it was scary.

For example, most companies would never have
expected they would not have enough workers, or
that they wouldn’t have workers at all. Most also
didn’t anticipate having no supplies. But during the
lockdown, we had no supplies because
the entire supply chain was disrupted.

Going forward, I think one lesson
learned is that we have to have

BCP include the possibility of other
pandemics. This will likely not be the
only pandemic in our lifetime. Think
about SARS; that wasn’t all that

long ago.

One of the companies I am involved in
relies on subcontractors to help lay
fiber networks. When the pandemic hit,
there was a surge in demand for
additional fiber networks since so many
people were now working from home.
But the lockdowns closed the dorms
where our subcontractors’ workers
stayed, halting progress. For a couple
of months, this posed a real challenge.
This is just one example of a scenario
that nobody anticipated. Now, we are
trying to spread our contract suppliers around, and
are requiring them to have some of their workers not
stay in dorms. Another lesson we learned is that risk
management is not just about managing your own
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risk: You need to go down to the next level, making
sure all your suppliers also have proper risk
management processes in place. No one really
anticipated this, either.

Another company I am involved in has shopping
malls in China. When the Chinese government shut
down some of our malls there due to the
pandemic—no foot traffic, no income for tenants—
this impacted not just our financial performance
but also our asset valuation. At that point, nobody
knows how long or when the pandemic will come
to an end. Asset valuation, and how it impacts the
financials will be another big challenge for boards.
The bigger question for most companies is, How
do you prepare for a recovery? At some point,
business is going to return to normal, but it may

At one of my companies,
we immediately brought
together teams of young
people, gave them a blank
piece of paper, and asked
them what they thought
the future would look like—
and how they thought we
should get there.

not be in its current form, so boards will need to
review their current business models to determine
if they are still relevant in the new normal
postpandemic.
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When the pandemic dragged on, we started to look
at the sustainability of our business. How will
businesses change? What is the future of shopping
malls, the future of offices, the future of work and
how we work? Will working from home become a
permanent fixture? We all had to consider our
business models. At one of my companies, we
immediately brought together teams of young
people, gave them a blank piece of paper, and
asked them what they thought the future would
look like—and how they thought we should get
there. When asked to come up with ideas that
could position the company forward, these young
people became excited and felt empowered to
make a difference for the future of the company.

Finally, the impact the pandemic has had on
tourism has been very painful. I serve on the
Singapore Tourism Board (STB). Our mandate is
to bring tourists into Singapore and generate
economic activity for the country. When your
border is closed, you can’t do that. Suddenly there
is a crisis to manage every day—tour agents closing
shops, areas frequented by tourists closed down,
etc. While some activities have returned to near
normalcy, tourism is still a big challenge: The
travel industry in Singapore likely won’t get back to
pre-COVID levels in the immediate future.

What are some of the most important
factors for companies to consider over the
next three-year period?

CM: I think trust—the social contract between
society and business—is very important. On the
road to recovery, we'll really need to build trust in
the system. In Singapore, most people trust the
government and its systems. The STB recently
launched the SG Clean quality mark, a certification
standard for restaurants and hotels to help people
feel more confident and safer about traveling to
Singapore and doing business here. I think it will
help with the recovery.

Will companies become more risk-averse in
financial management? Should they?

CM: Yes, because companies have never seen
something like this before. They will be much
more aware of black swan events, which will need
to be added to the board’s agenda. Prudent
financial management is something that
companies somehow just never seem to learn.
During SARS, companies overborrowed. During
the global financial crisis, companies also
overborrowed; they didn’t seem to have learned
from the previous crisis.

I think prudent financial management is very
important for a board. Boards should ensure
management stays within the risk tolerance level
the board has set for them. At one of my companies,
our board uses risk indicators, targets, and
trending risks. Whenever a key risk is trending
toward the risk tolerance limits, we ask
management why and what steps are they taking to
address the risk.

Will being too risk-averse slow down
the recovery?

CM: I think it will. Stronger companies,
particularly the ones that have gone on to raise
cash, may use this crisis as an opportunity to make
acquisitions. Right now, their boards are saying,
Let’s not waste this crisis. Let’s look at those things
we always wanted to do. Can we make an
acquisition or look into M&A to expand the
business or invest in other areas to get us there?
Of course, on the flip side, companies that are
struggling may not be able to sustain their
businesses and would become acquisition targets.
So, you would see the stronger get stronger, and
the weaker get eaten up. Unfortunately, this is the
cruel reality of business. But well-managed
companies could make use of this opportunity to
expand and make acquisitions.
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Another key area of focus is cyber risk. Since At one of my companies, for example, we waived
COVID-19 began, cyber risk has become part of the internet installation charges to help people work
standing board agenda. With work-from-home and go to school virtually. We prioritized homes
arrangements becoming more prevalent, every that were not connected and connected them free
time an employee accesses company systems from of charge. These are just a few things companies
home, it presents a cyber risk. Some cyber can do to bridge the gap between the haves and the
incidents could cripple companies. This is why have nots.

cyber has become an urgent matter for the board.
The Singapore government is doing a great job
How do your companies balance between helping senior citizens go digital. It has deployed
the needs of a business and those of society? ambassadors to teach older generations how to use
contract tracing apps, and other things we need to
CM: The pandemic has made the divide between do to have a more inclusive society.
the haves and have nots much more
pronounced. In Singapore, we're very

fortunate to have a government that Boa rd s a re n OW a S ki ng

takes care of its people and is very

progressive. But in other countries, q u est i 0 n S a ro u n d So Ci eta I

poorer people don’t have access to

good health care, which is why so i m pa ct: H OW d 0 We ta ke

many people have died.

How, then, does this translate ca re Of 0 u r peo p I e a n d th e
“‘ __ future generation? How
around societal impact: How do we d o n eW Wo rk-fro m - h 0 m e

take care of our people and the future

generation? How do new work-from- M

home arrangements impact mental a rra ng e m e nts I m pa Ct
health? The whole talent agenda has

changed. The mental health mental health? The WhOIe

component is a big challenge because

it’s very difficult to track stress when talent agenda has ChangEd.

employees are working from home.
Some companies are doing little

things, like sending care packages to employees Trust between management and the board is now
working remotely, to let them know they are still very critical. And a level down, the trust level
thinking of them. between management and employees is also very

important because management is making very
Boards are becoming more inclusive about ESG difficult decisions such as pay freezes and pay
(environmental, social, governance) goals. reductions, and employees want to know why.
Organizations that received government support Management needs to continue to build trust with
and were not as badly impacted should consider the entire organization. For many younger

giving some of the money back to society.
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employees, this is probably their first experience of
a crisis and economic downturn.

And what about investors?

CM: Transparent and open communication has
become even more important now. We have
numerous discussions at the board level,
particularly around disclosure and, if asset
valuation has been impacted, there are questions
about profit warnings. These will be the sorts of
discussions to have with your stakeholders and
investors. Timing becomes critical when you issue
a profit warning; it has become a board agenda
item. With management busy with the day-to-day
issues, boards have been asking about the impact,
when you disclose, to what extent do you disclose,
and how big is the impact. These are not easy
questions to answer.

This crisis has taught
us that every time
there is an event
with a potential
major impact on
your financial
performance, you
have to consider
whether and when
you need to disclose.

10

For boards to be transparent and have open
communication with investors, they need to have
policies in place for continuous disclosure. In the
past, the continuous disclosure regime seemed to
be around transactions and acquisitions—when are
you aware of an acquisition and when you disclose
it. But this crisis has taught us that every time
there is an event with a potential major impact on
your financial performance, you have to consider
whether and when you need to disclose.

And what about ESG issues in
the boardroom?

CM: Boards are asking questions around social
impact as well as the environmental and governance
concerns. Climate change and its impact on rising
sea levels are real challenges. The government here
committed to spending one billion dollars a year for
the next 100 years to manage flood risk and rising
sea levels. The projections show if nothing is done,
in 50 to 60 years, parts of Singapore may be under
water. Consider fiber networks, connected to homes,
which are all underground and protected in pipes.
Any time there’s a cut, to get down there you need to
dig. Every time you dig, there’s water, which
requires pumping out in order to access the pipes.
So questions to ask management would be: What
happens if parts of Singapore are underwater?
Even if the fiber is water resistant, how will you
access it?

Boards would be irresponsible if they didn’t have
ESG goals in their discussions around the impact of
climate change. And while carbon footprint is a
very complicated subject, boards are now starting
to think about it, because the call to action is now.

On all the boards I'm involved in, there’s an ESG
plan, management commits to certain targets, and
the board holds them accountable for it.
Management is measured based on reports on how
they executed against the plan.



Should companies have a board committee
dedicated to this area?

CM: It really depends on the type of business. It’s
not one-size-fits-all. The boards I'm involved in
have a committee but not at the board level, though
there is a board sponsor for the committee. Other
organizations have this as a board-level committee.

More broadly, ESG is getting a lot of traction.
Boards really need to make it part of the agenda
because getting ahead on ESG can drive down
business costs in the long run. Increasingly, as a
condition for investment, investors are demanding
companies set and meet specific ESG goals. Banks,
meanwhile, are promoting sustainability in their
product mix: Green bonds and green loans are
priced more favorably than typical bonds and loans,
but can only be used for green projects. There are
also sustainability bonds, which are priced lower,
but require companies to achieve carbon footprint
targets by a certain period.

Now, some companies are exploring whether they
should include a carbon penalty into the cost of
capital. It’s a new concept that’s still evolving, but
boards really need to take this seriously.
Sustainability bonds and green bonds can all help
drive down cost, but, on the other hand, if you
start to include the cost of carbon into your
weighted average cost of capital, it will drive up
your cost of capital.

What do you think are the top three secrets
to an effective board? ’

CM: Trust among board members, and between
management and the board. Without that, the
board—and the company—can’t function. The
second is transparency, open communication, and
candid discussions. Third, the board must have
independence; you can have diverse perspectives,
and yet be able to respect each other’s views.

‘w
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And for a new CEO?

CM: Similarly, the CEO needs to build trust with
his own people, command respect, and take
leadership and accountability for his or her team.
Between the CEO and the board, having trust and
open communication is really important; that

communication channel needs to stay open.

Which external trend do you think boards
should be talking more about and why?

CM: The “unknown unknown” is what I'm most
concerned about. This involves a company’s
resilience and sustainability. Manufacturing
companies in Asia, for example, have seen customers
start to diversify their supply chains. Instead of using
production facilities only in China, many companies
are shifting some of their production base to
countries like Vietnam and Cambodia.

Companies will need to assess the external
environment and geopolitical situations and adjust
their business models as needed. The current
geopolitical tengions between [the United States]
and China is co;nplicated. It’s not ideal, but, '

unfortunately, it’s here to stay. @ A .7
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