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The dismissal or replacement of a company's board of directors has 
become a frequently discussed thing in the business world. A new 
shareholder replaces the board of directors or the shareholder 
rejects the board of directors' accountability report as a reason for 
the replacement of the board of directors. The Board of Directors is 
an important part of a company. This study aims to discuss the 
position of directors, the process of dismissal or replacement of 
directors, and compensation due to directors been replaced. This 
study uses a normative juridical method. This study concluded that 
the directors are organs of the company not workers in the 
company. The relationship between directors and companies is 
based on the Limited Liability Company Law, the Capital Market 
Law, and the Anti-Monopoly and Business Competition Law. This 
relationship does not refer to the Labor Act. The position and 
process of replacing the board of directors based on the Limited 
Liability Company Law. Fired directors may receive compensation 
as stipulated in the agreement between the board of directors and 
the company. The Company can be represented by the board of 
commissioners as agreed in the General Meeting of Shareholders. 
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Introduction 

 Elon Musk is the CEO and owner of Tesla Inc., an electric vehicle manufacturer. 
Space X is also owned by Elon Musk. Elon Musk, who will be the richest person in the 
world in 2022, has officially acquired Twitter for 44 billion, or 668 trillion rupiahs in 
November 2022. Elon Musk fired 4 Twitter executives namely Chief Executive Officer, 
Chief Financial Officer, Chief Legal Officer, and a general counsel (Perwitasari, 2022). 
There were 2 executives escorted by security personnel on the way they left Twitter 
headquarters in San Francisco. Elon Musk also plans to terminate about 75% of Twitter's 
employees post-acquisition (Riyanto, 2022). Elon Musk wants to turn Twitter into a 
super app. Twitter has great potential for the long term. At the moment Twitter only has 
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less than 10% active users, however, these users make up 90% of Twitter's total global 
revenue (Welle, 2022).  Twitter has suffered losses in recent times. 

Acquisitions of technology companies have been rife in the last 5 years, as well as 
the financial industry. Acquisitions in the financial industry are regulated by the 
Financial Services Authority. Protection of investors, authorities, and the public before 
alignment (Sukmadilaga, et.al., 2021). Over the past 10 years, there have been many 
acquisitions in the financial industry. Supervision of the acquisition of the financial 
industry has gone well, but for the technology industry there is no adequate regulation. 
A company conducting legal action such as a merger or acquisition must pay attention 
to certain legal aspects, such as minority shareholder rights, employee status, and 
transfer of company assets, etc. 

This research has a new discussion of shareholders' rights in firing or replacing 
directors when an acquisition occurs. The events discussed occurred in the United States 
and were reviewed with Indonesian laws and regulations, including Law No. 40 of 2007 
concerning Companies and Law No. 13 of 2003 concerning Manpower. There are very 
few studies that specifically discuss the position of directors. There are still many studies 
that focus on the implications of acquisitions and mergers on the interests of employees 
or workers (Akbar, 2017). Directors are not employees, but directors will have broad 
implications. Acquisition transactions also occur in Indonesia, but the board of directors 
is still maintained for a certain period after the acquisition. This is adjusted to the 
previous period of appointment of directors. The acquisition of the company refers to 
Law No. 5 of 1999 concerning the Prohibition of Monopoly Practices and Unfair Business 
Competition (Anti-Monopoly Law). 

Acquisition is one of the company's growth strategies (Johan, 2011). Acquisition is 
a form of takeover of shares in another company by new shareholders (Irawan & 
Candraningrat, 2020). The merger and acquisition process requires a long process 
(Johan, 2021a). This acquisition can cause a market reaction. Market reactions on can take 
the form of both positive and negative (Sholichah & Johan, 2022). 

The acquisition of the company has implications for the workers of the acquired 
company. The implications for these workers point to Law Number 13 of 2003 
concerning Manpower (Manpower Law) (Terok, 2018). In addition, the Manpower Law, 
the relationship between companies and workers also refers to Law No. 40 of 2007 
concerning Limited Liability Companies (Limited Liability Company Law) (Pradhani, 
et.al., 2020). Mergers and acquisitions have an influence on employees and shareholders, 
mergers and acquisitions also have an influence on consumers (Manengal, 2016). Among 
other things is the acquisition or merger of financial institutions, consumers who have 
savings will have an influence. 

The acquisition in addition has implications on the company's share price. Other 
corporate actions also have implications for the share price, namely the replacement of 
directors and other decisions. However, the replacement of the board of directors of one 
of the SOEs, namely Garuda Indonesia, did not have a significant influence on the share 
price (Pratama & Difa, 2020). The acquisition of a public company refers to Law No. 8 of 
1995 concerning the Capital Market (Capital Market Law).  

The audit committee and the board of commissioners have an influence on the 
company's performance (Agustin, et.al., 2022). The Board of Directors has an influence 
on the company's profitability based on research on companies that listed their shares 
on the Indonesia stock exchange in 2013-2017 (Juliansah et al., 2019). The Board of 
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Commissioners has the function of supervising the activities of the board of directors in 
the company (Johan, 2022b). 

According to Elon Musk, Twitter's board of directors has relayed inaccurate data 
regarding Twitter users and accounts (Dem, 2022). Directors who submit incorrect 
information can be detrimental to the company and shareholders. The Board of Directors 
can apply the business judgement rule in running the company (Silitonga, et.al., 2022). 
Business judgement rule is a decision taken by the board of directors based solely on the 
company's business considerations. However, this business judgement rule cannot be 
applied in the submission of data to prospective shareholders. The Board of Directors 
must have the values of integrity, professionalism and prudence in running the company 
in good faith for the benefit of the company, not shareholders (Priyono, et.al., 2022). 

The responsibility of the board of directors for the running of the company is 
carried out annually through the forum of the General Meeting of Shareholders (GMS). 
The Board of Directors will be granted acquits and discharges at the General Meeting of 
Shareholders (GMS) every year. This holds the board of directors accountable for the 
company's performance as long as every decision taken has been reflected in the 
company's performance report (Johan & Ariawan, 2020). 

The impact of shareholder changes on personnel is significant. Changes in 
shareholders typically result in management changes at the organization. Changes in 
management will also affect the organization's culture, style of doing business, and 
organizational structure. Employees are concerned whenever there is a change in 
shareholders. According to Law No. 13 of 2003 Concerning Employment, employees 
have the option of continuing with the same shareholders or terminating their 
employment. The employee will receive compensation and severance pay for 
termination of employment if they decide to leave.  

Based on these problems, this paper will first export the status of board directors 
in a limited liability company. Then, can a new shareholder fire the directors of a 
company acquired under the laws and regulations in Indonesia? The latter will be 
analyzed abouth the board of directors entitled to compensation from the new holder, 
in the event of dismissal. This study aims to discuss the position of directors, the process 
of dismissal or replacement of directors, and compensation due to directors been 
replaced. 

 

Method 

This research uses normative legal methods based on background. This research 
examines primary research materials, secondary research materials and other research 
materials. This research focuses on legal norms and principles related to the position of 
directors of limited liability companies. The study also examines the synchronization of 
existing laws and regulations vertically and horizontally. The research examines laws 
and regulations related to employment agreements and financial effects on companies 
as employers. 

The research reviewed the board of directors, shareholders and companies’ 
normative research examines primary research materials, secondary research materials 
and other supporting research materials (Marzuki, 2017).  The primary research material 
is the Indonesia Constitution 1945. Secondary research materials consist of scientific 
research articles, books, proceedings or research seminars. Meanwhile, other research 
materials are information in various communication media (Johan, 2022a). 
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Result and Discussion 

1. Board of Directors Status of Limited Liability Company 

Each limited liability company has 3 organs, namely the general meeting of 
shareholders, the board of commissioners and the board of directors. The general 
meeting of shareholders appoints the board of commissioners based on Article 94 of the 
Law No. 40 of 2007 concerning Companies and the board of directors. The Board of 
Commissioners oversees the board of directors. The Board of Directors runs the 
company. The Board of Directors is responsible for the day-to-day running of the 
company (Johan, 2021b). The responsibility of the board of directors is given at the 
annual general meeting of shareholders (Johan & Ariawan, 2020). The duties of the board 
of directors are regulated in Article 92 of the Limited Liability Company Law. A person 
can be appointed as a director based on the requirements set forth in Article 93 of the 
Limited Liability Company Law. 

The Board of Directors is not an employee of the company. The Board of Directors 
is one of the organs of the company. The Board of Directors is appointed by the 
shareholders through the General Meeting of Shareholders (GMS). The Board of 
Directors is supervised by the board of commissioners. The Board of Directors may be 
temporarily suspended by the board of commissioners and permanently terminated by 
the shareholders through the GMS. 

The Board of Directors does not have an employment contract with the company. 
The Board of Directors is subject to the articles of association of the company. Authority 
of the Board of Directors as stipulated in the Limited Liability Company Law. The Board 
of Directors is not a worker in the company, so the relationship between the Board of 
Directors and limited companies is based on the Limited Liability Company Law and 
not the Manpower Law. 

The appointment of the Board of Directors is not bound by the employment 
contract as stipulated in the Law Number 13 of 2003 concerning Manpower Law and the 
Law Number 11 of 2020 concerning Job Creation Law. The Board of Directors may be 
reappointed indefinitely. The Board of Directors may also be terminated by shareholders 
without the need for compensation. 

The position of the Board of Directors and commissioners is a unique position in 
the company. This position is only regulated in the Limited Liability Company Law. In 
addition to the Board of Directors and commissioners, the position of independent 
committees is also unique. This is not specifically regulated in the Act. However, several 
implementing regulations related to the capital market regulate the formation of 
independent committees, there are Regulations of the Financial Services Authority (in 
Indonesian it is called POJK) POJK Number 55/POJK.04/2015 concerning Formation 
and Work Implementation Guidelines for the Audit Committee, POJK Number 
58/59/60/POJK.04/2016 concerning Board of Directors and Board of Commissioners of 
the Indonesian Stock Exchange/Indonesian Clearing and Guarantee 
Corporation/Indonesian Central Securities Depository and POJK No.13/POKL.03/2017 
concerning the use of Public Accontant Service and Public Accounting Firms in Financial 
Services Activities Chapter 5 concerning the Role of the Audit Committee. 

Directors who run the company's operations. The Board of Directors will 
determine the running of the company in accordance with the work plan approved at 
the GMS. In addition, the board of directors must also achieve the company's long-term 
goals, as stipulated in the company's articles of association. The position of directors is 
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very important for a company. As stipulated in the Limited Liability Company Law, the 
board of directors represents the interests of the company internally and externally. 

2. New shareholders may fire directors of companies acquired under 
Indonesian laws and regulations 

The Board of Directors is appointed by the shareholders through the GMS and the 
Board of Directors is the company's organ responsible for the management of a limited 
liability company in accordance with Article 1 of the Limited Liability Company Law. 
The Board of Directors is appointed based on the decision of the GMS. The GMS may 
appoint, terminate and replace members of the board of directors based on Article 94 
paragraph 5 of the Limited Liability Company Law. The appointment of directors must 
notify the Minister based on Article 94 paragraph 7 of the Limited Liability Company 
Law. The period of appointment of the board of directors is regulated in the Company's 
Articles of Association and Article 94 of the Limited Liability Company Law. If the 
appointment of members of the board of directors does not meet the requirements, it 
must be canceled based on Article 95 of the Limited Liability Company Law. 

The responsibility and authority of the board of directors is regulated in Article 97-
101 of the Limited Liability Company Law. The Board of Directors is the party who 
represents the company in court. Limited Liability Company is a legal entity. The 
responsibilities of the board of directors will be discussed and decided in the GMS. If the 
responsibility of the board of directors is accepted, the board of directors will continue. 
On the other hand, if the responsibility of the directors is rejected, the directors can be 
terminated from their positions. 

In addition to liability, the board of directors may also be replaced by new 
shareholders as a result of changes in shareholders. Changes in shareholders may occur 
as a result of mergers and acquisitions. The new shareholder will appoint the people he 
trusts to run the company. This party will be appointed to the company's board of 
directors. 

Because a company's performance falls short of shareholders' expectations, its 
owner will sell the business. The management of the company is the entity primarily in 
charge of its performance. The board of directors is the organization's administration 
that is most accountable. The corporation is sold by the shareholders to new investors. 
Management of the business will be replaced by new investors. Investors will put 
management in place who can bring the company around. Thus, new shareholders will 
take the position of the previous management or directors. 

This is a typical occurrence. The old management will be replaced by the new 
shareholders. The new shareholders will appoint directors for the company who they 
believe will perform well. Other factors to take into account besides performance include 
communication and a new shareholder culture. 

In addition to acquisitions, the board of directors will be diminished in the event 
of a merger between two corporations. When directors and president directors exist in 
both firms with the same organizational structure, the number of directors will decrease 
or be eliminated as a result. Two president directors may not coexist in the amalgamated 
firm. 

The previous directors may occasionally still be employed after a brief changeover 
period. The experienced Directors have a legacy corporate culture. Throughout the 
transition, the new directors will join them and work together. The company won't have 
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any vacancies or new directors who are confused, and the old directors will feel 
appreciated. 

The changeover between the previous and new directors will allow firm 
employees to transfer seamlessly. The new board of directors won't surprise the 
workforce. Due to the fact that there are two directors in one firm, charges will be 
incurred. Additionally, this will lessen the impact of higher losses brought on by 
variances between the cultures of the previous and new directors. 

3. The Board of Directors is entitled to compensation from the new holder, in 
the event of dismissal 

Provisions regarding the salaries and allowances of directors are determined by 
the GMS based on article 96 of the Limited Liability Company Law. Compensation for 
dismissal of directors is not regulated by laws and regulations. This can be regulated 
based on an agreement between the board of directors and the company represented by 
the company's major shareholder or commissioner based on the decision of the general 
meeting of shareholders. 

The directors' allowance can be in the form of compensation due to the dismissal 
of the company. This allowance arrangement as long as it does not conflict with the 
Limited Liability Company Law, this can be made a special agreement. The Board of 
Directors does not constitute the relationship between the company and the board of 
directors on the basis of the relevant regulations can be described in figure 1. 

 
Figure 1 Director and Company Relationship 

 
 If the term of office has not yet ended, the replaced Board of Directors may 

receive compensation for the remaining time in office. Directors may also be given work 
honors while holding the position of director. In contrast to employee compensation 
generally, this compensation is unique. The value of the pay will be determined by the 
terms of the agreement between the company and the directors or by the outcomes of 
discussions between the directors and the company, as represented by the 
commissioners or shareholders. The word "termination of employment" is not 
recognized by the Board of Directors, although generally, the contract is not extended or 
the directors are not reappointed. 

Director

Company

Company 
Law

Labour
Law

Agreement 
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The termination of a director will be handled differently from that of an employee 
in the past. In order to prevent the individual from having the position of a pure director 
upon appointment to the board of directors. in order for this person to be fired in 
accordance with labor law regulations. If a former employee is appointed to the board 
of directors, they no longer have the position of an employee but rather that of a director. 
The Limited Liability Company Law, not the Manpower Act, will be followed in order 
to terminate the board of directors. 

A director who decides to leave the company does not have the same rights as an 
employee who leaves the company. A service fee or award money will be given to an 
employee who resigns. Directors who leave their positions freely or on their own 
initiative will not be paid by the business. 

 

Conclusion 

The Board of Directors is not an employee of the company. The Board of Directors 
is appointed by the shareholders through the General Meeting of Shareholders. 
Appointment of directors based on the company's articles of association and the Limited 
Liability Company Law. The Board of Directors may be replaced or dismissed by 
shareholders at any time without the need to notify them in advance. The Board of 
Directors may be fired by shareholders through the GMS. In addition, the compensation 
of the fired directors is regulated in an agreement that has been approved by the GMS 
or representing the GMS, including the president commissioner or the board of 
commissioners.Replacement of directors by new shareholders as a result of the 
acquisition or merger of companies can be carried out. As long as this is in accordance 
with the prevailing laws and regulations, including the Limited Liability Company Law, 
the Capital Market Law, the Anti-monopoly Law and Business Competition.The 
relationship of the board of directors with the company cannot refer to the Labor Act. 
The Board of Directors is not a worker and is not bound by an employment contract as 
stipulated in the Job Creation Law. The Board of Directors is part of the employer in this 
regard. 
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