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Boards girding themselves for the New Year face uncertainties on many levels, from ongoing economic
upheaval in the eurozone and political stalemates in the U.S. Congress to rapid changes in social media
and other technology.

In light of these challenges, Agenda asked directors and veteran consultants about what questions will
best help directors inform themselves for the year ahead.

The questions came from Peter Browning, who serves on the boards of Nucor, Lowe’s Cos.,Acuity
Brands and EnPro Industries; Stuart Levine, chairman of the governance and nominating committee
at Broadridge Financial Solutions and lead director at D’Addario & Co.; Ira Kay, managing partner of
compensation consultancy Pay Governance; David Phillips, lead director at Cintas and a board
member at Meridian Bioscience; and Donna Boehme, principal of Compliance Strategies, who
was BP’s first group compliance and ethics officer.

1. Are we learning as fast as the world is changing? (Stuart Levine)

We are living through an era of compression and deleveraging. Boards must understand that profound
opportunities in the marketplace require creativity.

Strategic thinking at the highest level will require a global view that the customer is in control. Boards
must understand that their companies’ capacity to innovate is imperative, as is the need to remain
current with emerging regulations and compliance trends.

2. A significant question for audit committees is, how does enterprise risk apply to information
technology, especially social media exposures? (David Phillips)

It’s easy to see how the growing presence of social media in society can catch some veteran directors
by surprise. The average age of directors is more than 60 years old, and many of these individuals lack a
true understanding of how mobile technology, cloud computing and social media sites are changing
commerce.

Therefore, less tech-savvy directors may fail to ask the questions that would allow them to fully gauge
how the company’s business model will be affected by the evolution of information technology.

3. Have we gotten the balance right between motivating our executive team and satisfying our
shareholder constituents? (Ira Kay)

The current environment is one of heightened scrutiny on executive compensation caused by say-on-
pay guidelines, proxy advisory firms such as ISS and Glass Lewis, and the media.

Boards have a company to oversee, and they must keep the executive team focused on excellent

0

javascript: void
http://www.agendaweek.com/c/294171/34561?referrer_module=SearchSubFromAG&highlight=Boehme#comments


3/27/2014 Agenda - Five Questions Boards Must Ask to Prepare for 2012

http://www.agendaweek.com/c/294171/34561?referrer_module=SearchSubFromAG&highlight=Boehme 2/2

strategies and operating results. However, the proxy voting advisors have become a quasi-regulator for
the corporate world, and the boards need to factor that into their executive pay designs and
recommended payouts and governance structure when crafting compensation plans.

4. Do we have the right strategy, and is it being effectively implemented? (Peter Browning)

Boards need to ask whether they have the right CEO and succession plan in place, but equally important
is verifying the merits of their corporate strategy.

Ultimately, after each board has dotted all the governance i’s and crossed all the t’s, it must ask whether
it’s effectively executing a strategy that will increase shareholder value.

5. Who is our chief compliance officer, and how have we positioned and resourced the function
to do its job effectively? (Donna Boehme)

Rather than accepting management’s representations about compliance at face value, boards should be
doing much more.

The first question is: How experienced is our chief compliance officer, and what is his or her mandate,
reporting line, senior-level support and resources? The road to corporate disaster is littered with well-
intentioned paper codes, procedures and controls that were never properly implemented and enforced
because the CCO was positioned for failure from the outset. A compliance-savvy board understands the
value of empowering the CCO with direct, unfiltered access and a regular reporting slot on its agenda.


