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Article Highlights:

= Boards have
established the need
for partnerships where
insight and processes
have a direct impact
on driving increased

shareholder value.

= |t's not about doing
everything right, it is
about making
impactful adjustments,
and ufilizing the
resources around you

to best contribute.

= Your company may be
performing well,
however the goal is not
simply to sustain current
levels of success, but fo
continue to build and

enhance effectiveness.

As we reflect on the corporate governance
landscape in 2015, we are filled with
opftimism for the upcoming year. From
companies turning the corner from a
disastrous financial crisis to several key
improvements in recruiting and board
composition, there were constant reminders
to our team that personal leadership in the
boardroom is not an aberration, rather it is,
or should be, a fundamental interest for
each board and individual director.
Improvements in governance information,
sharing and solutions continue to be refined
and made available, like those crifical
products and services provided by our XCEO
team. Boards have established the need for
partnerships where insight and processes
have a direct impact on driving increased
shareholder value.

Though the trend is “up and to the right”, as
our CEO, Dr. Curtis J. Crawford likes to say,
there have been some developments,
activities by different boards and
governance firms that demonstrate,
unfortunately, that we still have room for
improvement. An article by Guhan
Subramanian in the Harvard Business Review
blog called, "Corporate Governance 2.0”,
highlights several "unintended
consequences” of governance regulations,
requirements and activities from what he
describes as "“vested interest and staked-out
positions”. Arguments highlighting the
difficulty boards have in building for the
long-term while meeting shareholder and
Wall Street demands in the short-term, like
Mr. Subramanian'’s, are many and are
certainly critical as we reflect on how we
can do better.

The article goes on to describe several
changes that could be made fo board
activities, structures and shareholder
communication to improve the sometimes
antagonistic relationship between boards
and shareholders and others. Although this
article is not meant to debate specific issues
such as board diversity requirements, age
limits or ISS’s QuickScore methods, | will take
a step back to think about what is in my
mind, Corporate Governance 1.5.

XCEO, Inc.
www .xceo.net

A Corporate Governance Year in Review

Written by Michelle Ronco

Corporate Governance 1.5 is not a debate
on the success of regulations, or a policy
scorecard, rather how we help directors
understand and improve performance
before we get to adding more rules, laws
and directives. Corporate Governance 1.51is
about how directors are increasing their
contribution to boards and shareholders by
being smarter, that is by not only increasing
fime dedicated to the board, but also by
utilizing resources around them and
executing more effectively.

The old, new Corporate Governance:

Getting back to the list of noteworthy, if not
curious, actions taking by several prominent
boards and governance firms cited by Mr.
Subramanian, these are examples of the
new frontier of boardroom action where
scores, litigation and board deficiencies are
called out in the name of governance.
Boards sometime react to mounting
requirements in ill-advised ways, where well-
meaning activities are not always well
received. Reacting is not Governance 1.5.

When looking at the boards of successful
companies, we believe that enlightened
boards seek diversity as a competitive
advantage. That enlightened boards believe
that succession planning sets the stage for
the entire company’s focus on people
development, and moreover, that
enlightened corporate governance is all
about the pursuit of what is possible versus
what is required. Thus, whatever the current
corporate governance trends, enlightened
boards are covered.

The difference between a rule and a best
practice is in the spirit of why. Why do boards
invest in leadership development for its
directors? Why do boards engage in
thoughtful feedback for directors based on
contribution and leadership? Why do boards
make it a priority fo engage in succession
planning even when a new director is not
required?2 At XCEO, we are sincere in our
belief that progress occurs when boards
have the tools and insight fo affect positive
change versus when boards execute
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“Corporate Governance
1.5is not a debate on
the success of
regulations, or a policy
scorecard, rather how
we help directors
understand and improve

performance before we

get to adding more rules,

laws and directives”.

against rules. The question for boards is how
it gets done.

Looking forward to 2016, there are
opportunities for boards and directors to
make significant changes in order to
improve their overall performance. Instead
of reacting to rules, our concept of
Corporate Governance 1.5 centers upon
how personal leadership manifested through
principled actions will continue to be a
significant  competitive advantage for
boards in an everchanging corporate
governance landscape. Choosing fo affect
change in thoughtful and methodical way,
utilizing proven solutions and incorporating
the best processes, means being out ahead
of the curve.

Making a commitment to allocating the
proper amount of time, focus and resources
to finding critical tools for solving common
boardroom challenges such as succession,
personal development, or board
assessments, boards are sure fo increase
shareholder value. Boards will undoubtedly
spend many hours satisfying requirements,
but the spirit of Corporate Governance 1.5 is
centered on progress. Boards acting with use
of the best resources and the most relevant
information possible, so as not o be on next
year's list of what went wrong in
governance.

Where do we go from here?

Understanding governance expectations
and changes is as important to us as our
clients. We are a dedicated partner to many
boards and we evaluate articles, studies and
feedback in order fto provide valuable
support to those we serve. In that regard
Corporate Governance 1.5 is our driving
force. We have to understand the why in
order to continue to create products and
deliver services that make a difference in the
boardroom. What can we do to support our
clients in making the succession process
more effective? How do we deliver even
more personalized, unique content to help
clients prepare for board meetings? How
can board communication be simplified
further in a secure fashion?

Perhaps you too will put aside for a moment
the weight and scrufiny of this year's
governance developments, successes and
missteps. Although consideration of what
your board can do better next year is
critical, so is opening your mind to new
methods for improvement. It's nof about
doing everything right, it is about making
impactful adjustments, and utilizihng the
resources around you to best contribute.

Your company may be performing well,
however the goal is not simply to sustain
current levels of success, but fo confinue to
build and enhance effectiveness. Improving
and getting better at what you do may
require new ways of thinking about how
your board achieves more. Try something
new. As you think about how to augment
your contribution to your board next year, it
may be wise to embrace the spirit of
enlightened governance, letting Corporate
Governance 1.5 guide your sfrategy in order
to let the why drive the how.
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