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Introduction 

As the challenges facing privately held companies grow more complex, many find that the board 
structures adopted by public companies can help position them for long-term growth. For companies of 
all sizes, more formalized boards, with greater diversity of directors, are becoming the standard. 
 
While the needs of private companies vary widely based on their size and type of business, adopting the 
leading governance practices of public companies can help them move beyond insularity and invite fresh 
ideas for building the business. 
 
Summary of Best Practices for A Private Company Board 
 
Many private companies model the best governance practices of public company boards, including, but 
not limited to: 
 

 Quarterly (or greater frequency) board meetings, with a formal agenda, executive sessions 
(without the CEO or management in attendance) and minutes. 

 

 A Board composed of a majority of independent directors. 
 

 Formal committee structures and charters, including a Nominating/Governance Committee and 
a Compensation Committee, usually led by an independent director, and sometimes composed 
entirely of independent directors. 

 

 Separation of the roles of Chairman and CEO. 
 

 Board members who have term limits who must stand for re-election periodically. 
 

 Robust and formal onboarding procedures for new directors. 
 

 Board focus on CEO and senior executive succession, risk management and compensation, and 
increasingly, cybersecurity. 

 

 Board diversity, including gender and ethnic diversity. 
 

 Regular evaluations of board member performance. 
 
Cautionary Note:  This publication is offered with the understanding that the publisher is not 
engaged in rendering legal or accounting advice.  If you are seeking legal or accounting advice, you 
should retain an attorney or accountant whose practice includes corporate governance and who keeps 
abreast of developments in these areas. 
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Types of Private Companies 

A privately-owned company is a company whose ownership shares are not traded on a securities 
exchange.  In the United States, these companies can have a variety of corporate structures:  sole 
proprietorships, partnerships, LLCs, C Corporations, S Corporations and a variety of banking charters. 
 
This monograph focuses on four types of privately-owned companies.  These company types are: 
 

 Family-owned 

 Closely-held 

 Mutual companies 

 Investor-owned 
 
What differentiates these four categories is their intended exit strategies, and the effect this has on 
their governance needs. 
 

A. Family-owned companies generally want ownership succession to remain within the family, 
though some have or are considering bringing in outside investors, or using such tools as 
executive equity grants and ESOPs (Employee Stock Ownership Plans), to raise capital and share 
wealth and growth.  These companies may have family or non-family executive leadership, or a 
mix.  And usually, the older the company, the larger the shareholder pool. 

 
B. Closely-held private companies, with unrelated shareholders (though there may be a founding 

family or partnership somewhere in the past), generally have a few potential exit strategies—
remain private with effective leadership transition, go public, or sell the company to another 
company.  Some closely-held private companies use Employee Stock Ownership Plans (ESOPs); 
others are employee-owned (non-ESOP), with various rules for defining how employees can buy 
stock. 

 
C. Mutual companies, which are companies whose ownership is made up of its clients or 

policyholders, tend to be insurance companies, savings & loans associations or community 
banks, and they have no intended exit strategy, though some mutual companies have opted to 
demutualize into a joint stock corporate structure. 

 
D. With private equity-owned or invested companies, the exit strategy, at least for the investors, is 

usually to go public, or sell the stake to other investors or to the company itself. 
 
The value that a Board of Directors can bring to each of these exit scenarios is clear, though each 
scenario may require a different focus and skill set from the Board members.  Family-owned companies, 
for example, may want to ensure that succession is well-planned and smooth, and use a Board to 
manage this process. An investor-owned company, seeking a sale of its shares, may have board 
members who have experience in selling such companies, either to the public, or to another owner.   
   
Private companies can learn from the Board strategies of other private companies with different exit 
strategies.  And all private companies can benefit from standardizing their board composition and 
practices, even if not required by law. 
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Types of Private Company Boards 

A private company board may be fiduciary or advisory, or a combination of the two. 
 
A fiduciary board has a fiduciary responsibility to the company and its shareholders, including: 
 

 The Duty of Care 
o The Board must be diligent in its activities. 

 The Duty of Good Faith 
o The Board must act in good faith for the company’s best interests. 

 The Duty of Loyalty 
o Directors must act in the best interests of the corporation, at the expense of their own 

individual interests. 
 
A fiduciary board’s principal responsibility in a publicly-owned company is to hire and fire the CEO.  As a 
result, many private company owners and leaders are concerned with “loss of control” issues related to 
the development of a fiduciary board.  As a result, they maintain a board of “insiders,” or if the Board 
has independent directors, insiders comprise the majority of the Board membership.  However, an 
increasing number of privately-owned companies are developing fiduciary boards with a majority of 
independent directors, since they find value and growth in the experiences of independent directors, 
and independent directors can address sensitive issues related to family-ownership and succession 
 
An advisory board has no fiduciary obligations, and is usually composed of individuals chosen for their 
specific strategic or tactical expertise in areas important to the company.  An advisory board is usually 
the first step on a private company’s journey to governance excellence. 
 
There are also hybrids of these types of boards in private companies, including fiduciary boards with 
outside non-fiduciary advisory directors. 
 
The majority of this monograph focuses on fiduciary boards for privately-owned companies, but much of 
the following content can be used for non-fiduciary boards as well. 
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The Board and Its Relationship with Management 

Effective board oversight requires a trusting and collegial relationship with management and at the 
same time, necessarily creates an inherent tension, one that is ideally both natural and healthy. The 
challenge for directors is to achieve a constructive balance in these two aspects of its relationship with 
management. 

For context, the following framework outlines at a high level the dual roles on which board-
management relations are based: 

 

Board Role Management Role 

 Select, evaluate and provide feedback to 
CEO; make expectations of CEO performance 
clear 

 Advise and mentor the CEO on the content of 
strategic decisions as well as how to 
effectively translate strategy into action 

 Review and approve the annual plan, high-
level policies, and top level of organization 
structure 

 Ask tough questions regarding the business 
and its performance 

 Review and provide guidance on financial 
performance 

 Make major investment/risk decisions (e.g., 
M&A) 

 Continuously seek to understand the 
business, its environment, and the pressures 
and complexities faced by management 

 Act when the standards of governance and 
fiduciary responsibility require intervention 

 Maintain an active leadership role in CEO 
succession 

 Run the day-to-day operations of the 
company 

 Recommend goals, high-level policies, and 
high level organization structure 

 Keep the Board educated and fully informed 
with regard to the company business and 
financial performance 

 Provide the Board with well-documented 
recommendations 

 Maintain a strict “no surprise” policy 

 Seek Board input, feedback and guidance 
outside of board meetings… know each 
directors’ position on key issues before each 
meeting 

 Connect directors and C-suite; 
 Facilitate informal introductions 
 Allow team members to play a substantive 

role at board meetings 
 Encourage contact between directors and 

key manager 

 Accept the Board’s role in choosing a 
successor and actively support succession 
management 

 Partner with the chair to strengthen the 
Board, recognizing the power of diversity on 
the Board 

 
  

 

Good Boards don’t necessarily make their management teams more comfortable, 

but they do make them more successful. 
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Typical hindrances to constructive board-management relationships include: 

Ineffective communications: 

 Inadequate information provided to directors; 

 Directors not sharing views frankly with management; and 

 Allowing natural board-management tension to become so strong it leads to withholding 
information (if there are “things we can’t talk about,” it’s a sign that tension is no longer 
healthy). 
 

Overstepping boundaries: 

 The Board exceeding its mandate by trying to run the company rather than overseeing how 
management runs it; and 

 Allowing the CEO/management to dominate decisions, such as pressuring directors to agree on 
proposals when it has serious reservations. 
 

Addiction to short-termism: 

 Allowing short-term rewards (near term stock value, bonuses, etc.) to outweigh long-term 
growth and health. 

 
Actions that can help directors achieve the right balance of scrutiny and support: 
 
Stay deeply informed: 

 Constantly seek information to maintain an independent perspective (not over-relying on 
management input); 

 Ask tough, penetrating questions on the logic of strategic decisions and the dynamics of 
organizational performance; and 

 Actively challenge management’s thinking, while recognizing the distinction between oversight 
and management. 

 
Build trust: 

 Role model honesty, trustworthiness, candor, and transparency; 

 Demonstrate humility, self-awareness and a “low-ego approach”;  

 Make performance expectations of management clear; 

 Demonstrate genuine interest in understanding not only management’s priorities, challenges, 
and points of view but also the personal experience of the top leaders (excitement, concerns, 
growth, etc.); 

 Raise concerns and express disagreements in both a respectful and direct way; and 

 Maintain appropriate confidentiality among directors and with management. 

 
Maintain adequate contact: 

 Maintain an open-door policy for the CEO to seek guidance; 

 Interact with management in both formal and informal settings; 

 Seek occasional and appropriate contact with leaders below top management to further 
understand the business, culture, and employee perspectives—with full knowledge of the Chair 
and the CEO; and 

 Be active and available when management is experiencing particular difficulties (e.g., during a 
crisis). 
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Support management outside the company: 

 Act as external advocate for the business; and  

 Leverage external relationships to the benefit of the business. 

 
Contacts Between Board Members and Others in the Organization 

Board members should have access to the company’s management team, both inside and outside of the 
boardroom.  To facilitate contacts outside of the boardroom, many companies have adopted a process 
to arrange such contacts while notifying the CEO and Board Chair of the particulars surrounding the 
request for contact. Some companies have appointed someone in the Secretary’s office to act as liaison 
for the board members to facilitate inquiries through proper channels and make the meeting 
arrangements, while simultaneously report the purpose to the CEO and Board Chair.  Other companies 
arrange for time with officers and key employees either before or after board meetings.  
 
Articulating roles aids in ensuring board and management contacts are positive and effective.  Best 
practices may include: 
 

Board Role: 

 Use judgment to ensure contacts are not disruptive to business operations; 

 Be transparent with the CEO and Board Chair about the purpose of the contact; 

 Reinforce the position of the CEO and executive team and their ability to govern; and 

 Ask tough questions and request help understanding issues. 
 

Management Role: 

 Provide a process for facilitating contacts between board members and management; 

 Ensure the CEO is aware of the meeting and information is provided to the board member; 

 Invite board members to operating groups when appropriate; 

 Communicate unbiased, accurate, up-to-date and complete information, as well as context of 
how the information is used within the company; and 

 Avoid asking the board member to advocate for a particular position or topic. 
 
 
 
 
 
 
 
 
 
 
 
 
 

  

The prevailing view of the role of corporate directors has 

been a "nose in, fingers out" view. It is uncontroversial 

that the Board’s job is to govern and management’s job 

is to manage, but what is less clear is where the 

boundary lies between these two functions.  How deeply 

should a director engage with the affairs of the company 

in order to satisfy his or her governance obligations? 
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Composition of the Board 

The optimal size and composition of a Board is determined by the needs of the Company. Some state 
laws specify a minimum and / or maximum number of directors.  In addition to considering the depth 
and complexity of the issues facing the Company, Board members are encouraged to evaluate the 
following matters: 

 Is the Board functioning well as a body? 

 Are individual Board members overburdened? 

 Is individual engagement and involvement inhibited? 

 How effective and nimble is the group decision-making process? 

 How strong is the supporting committee structure? 

Board composition is made up of a variety of elements, including: 
 

 Size 

 Structure 

 Skill mix 

 Independence 

 Diversity 

 Age and tenure 
 
1. Size 

Private company boards range from as small as four directors to over a dozen, though most range 
from six to ten. There is no right size, though the value of more directors lies in (potentially) more 
and varied expertise, while the value of less lies in (potentially) more efficiency of communications 
and decision making. An odd number of Board Members is usually best. 
 

2. Structure 
In general, structure refers to the type and makeup of board committees. Most Boards have at least 
an audit and a compensation committee. Many also have an executive committee. Public companies 
typically have a nominating and governance committee, which some private companies have 
adopted. If M&A is a part of the company’s strategy, an M&A committee may be formed. Temporary 
(“sunset”) committees for special circumstances are sometimes appointed. 
 

3. Skill mix 
Finding the right balance of skills is essential for board effectiveness. In general, boards seek a skill 
mix to cover financial expertise, industry awareness, relevant technical knowledge, and risk 
management experience. In addition, IT and/or cybersecurity expertise is often sought. Additional 
experience, such as with global markets, may also be important. Many companies complement their 
Board of Directors with an advisory board (often temporarily convened for a special purpose) to 
ensure access to highly specialized skills and expertise. 
 

4. Independence 
A preponderance of independent directors is a necessity for all public companies. Private companies 
may choose to seek independent directors in order to help ensure objective governance.  While this 
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is not legally required, it is a best practice.  
 

5. Diversity 
There is growing concern about board diversity as research indicates the benefits of diverse 
backgrounds and experience in achieving a broader vision and higher quality decisions. Gender, 
race, age, experience, and educational background are the factors boards look to when they seek 
diversity. 
 

6. Age and Tenure 
Some Boards impose an age limit for directors in order to facilitate constructive board turnover. 
However, sometimes this kind of policy can be less effective when a high-functioning, highly-valued 
Board member reaches the limit and departs, while younger, less-effective directors remain. A 
similar problem can occur when term limits are imposed. An alternative approach to either age or 
term limits is to establish a standard of vigorous review of the relevance and effectiveness of every 
director—either annually or before his or her name is re-submitted for election. This is only of value, 
however, when ineffective directors are, in fact, asked not to stand again for election. 

 
The Board, typically acting through a committee, is responsible for determining director attributes and 
for developing and recommending the appropriate skills and characteristics required of directors, in 
keeping with the strategic direction of the company and the composition of the current Board.  At a 
minimum, directors should be of good moral character and known professional or business ability.  The 
Committee may also take into consideration additional criteria such as: 

 Whether a majority of the directors should be independent; 

 The individual’s integrity, accountability, informed judgment and independent thought;  

 Whether the individual has a proven record of business experience, practical knowledge of the 
industry, and financial literacy;  

 Geographic distribution of the Board of Directors’ membership; 

 Representation of the diversity of the company’s membership; and 

 The individual’s ability to communicate ideas, debate issues, and interact with other members 
of the Board of Directors in a manner conducive to promoting the goals of the company and the 
decision-making process of the Board.  

The right mix of attributes and competencies changes as the company evolves and circumstances 
change.  Good governance requires a periodic review of the composition, skills and other qualities that 
directors bring to the boardroom.  

A Board is encouraged to set minimum standards such as no director can be a person convicted of a 
felony and that no director can be a person deemed unfit by a court under the Securities Exchange Act. 

 
INDEPENDENT DIRECTORS 

Many private companies have adopted independent director standards as part of their governance 
framework.  In addition to a standard that addresses material relations to the company and its 
executives or affiliated entities, companies have established criteria specific to their business.  
Considerations include whether certain competing professions or certain Board service would interfere 
with the exercise of independent judgment in carrying out the business of the company. Other criteria 
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to be considered generally includes past employment (or employment of close family members) by the 
company, the company’s audit firm, and other significant commercial relationships.  Some standards 
also focus on close community connections to management and management’s family.   

When evaluating the directors’ relationships and interests, the Board is encouraged to consider the 
issue not merely from the standpoint of the directors but also from the standpoint of persons or 
organizations with which the director is affiliated or associated. 
 
A key attribute of an effective Board is that it is comprised of a majority of independent outsiders. 
Independence is needed for objective judgments on topics such as: 

 Strategies and major plans 

 Board composition 

 Governance framework 

 Audit, financial reporting, financial objectives 

 Risk management 

 Succession planning 

 Evaluation of management performance and compensation 

Board independence is not a new matter.  Since 2003, public companies have been required to adhere 
to the New York Stock Exchange and NASDAQ independence requirements and general standards for a 
majority of independent directors, which have a two-part test including both a set of objective criteria 
and a broad subjective standard.   

Written criteria for determining independence, transparency and a consistent process in applying the 
criteria to all directors is key to effective governance.  An annual conflict of interest questionnaire 
should be a cornerstone of this process. Two examples of Conflict of Interest Questionnaires can be 
found in the Appendices.  

When assessing the directors’ relationships and interests, the Board is encouraged to consider the issue 
not merely from the standpoint of the directors but also from the standpoint of persons or organizations 
with which the director is affiliated or associated. Boards might also consider community ties that have 
the potential to challenge objectivity and independence. It is worth noting that a Delaware Supreme 
Court decision in October, 2015, concluded that small connections could add up.  
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Roles and Responsibilities of the Board of Directors  

The statutes of most states obligate Board members as follows:  
 

“all corporate powers shall be exercised by or under the authority of, and the business 
and affairs of the corporation managed under the direction of its board of directors, 
subject to the limitations set forth in the articles of incorporation.”  

 
Generally, the scope of the phrase “business and affairs” is not defined in the statutes. 
 
In order to fulfill this responsibility, the Board of Directors, acting directly or through committees, 
exercises its business judgment in making decisions that it reasonably believes are in the best interests 
of the company and its members or stakeholders. It is expected that the Board will perform the duties 
necessary to ensure the Board’s oversight and monitoring obligations to its constituents. As an 
appropriate use of corporate governance, the Board of Directors delegates the company’s day-to-day 
operations to management. However, the Board continues to be responsible for oversight and 
monitoring of these delegated functions. 
 
Overall Responsibilities 
 
The major responsibilities of the Board of Directors are: 

 Recruiting, supervising, evaluating and compensating management of the corporation; 

 Providing strategic direction for the corporation; 

 Providing for the governance of the corporation; 

 Monitoring and controlling the activities of the corporation; 

 Overseeing all major decisions and actions planned and taken by management; and  

 Ensuring effective leadership of the corporation through the hiring and development of the 
CEO and other C-suite executives. 

Some more specific responsibilities of the Board of Directors are: 

 Ensuring a clear organizational mission and vision; 

 Selecting and appointing the chief executive officer of the corporation; 

 Reviewing and evaluating the CEO’s performance (generally, this is done at least annually), 
providing feedback to the CEO and determining whether to retain or dismiss the CEO based 
on his or her performance; 

 Ensuring key performance measures are in place; 

 Identifying risk areas and overseeing the risk management function, including ensuring an 
adequate and functioning oversight and compliance system is in place; 

 Designing executive compensation packages;  

 Ensuring the integrity of published financial statements; 

 Approving major acquisitions of assets or of equity of another company; 
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 Ensuring the company complies with applicable laws and regulations; 

 Ensuring a succession plan is in place, at least for the most senior officers; 

 Reviewing and approving high-level policies; 

 Reviewing and approving the annual financial plan; and 

 Accounting to the stockholders for the products and services of the organization and 
expenditures of its funds 

The Board of Directors is elected by the company’s shareholders and is expected to manage the 
company in the interest of the company’s owners. As mentioned above, the directors that serve on the 
Board may be selected by the owners for their expertise on certain matters or their skills in a particular 
area. 
 
The Board provides strategic guidance to the company, monitors its management and is accountable to 
the company’s owners for the performance of the company. The directors generally act in a supervisory 
role in their position on the Board of Directors rather than assuming direct responsibility for the day-to-
day management of the company. 

Although the responsibility for making decisions on behalf of the company lies with the directors, the 
Board generally delegates the responsibility for the day-to-day management of the company to officers 
who run the day-to-day operations of the company.  These officers are appointed by the Board.  The 
officers may propose strategies and objectives to the Board. However, the Board is responsible for 
approving the strategy and objectives and overseeing their implementation.  The Board also is 
responsible for overseeing the officers appointed by it. 

As discussed elsewhere in this monograph, the Board does not delegate all of its authority to the officers 
of the company.  The Board generally retains responsibility for making major decisions for the company, 
such as deciding to enter into a significant transaction, deciding to sell the business or deciding to merge 
with another entity. 

An important distinction in the role of private company boards as compared to public company boards is 
that Boards of private companies have more flexibility in the roles they play than public company 
boards. For example, the Board of a private family company may be more actively involved in the day-
to-day business of a company than a public company board, which will be involved mainly in oversight 
and major strategic decisions. This is because private company boards are not bound by the SEC and 
stock exchange listing rules as are public company boards. However, private company boards have legal 
duties that are discussed in greater detail in this monograph. 

LLCs 
 
A limited liability company (LLC) may operate in the same manner as a corporation as related to the 
Board of Directors. An LLC may have a Board, which is often referred to as a Board of Managers.  
Generally, state limited liability company statutes provide that a limited liability company is managed by 
its members (i.e., its owners) or by one or more managers appointed by the members.  If a limited 
liability company is managed by a Board of Managers, the Board will have the authority and duties 
assigned to it in the company’s limited liability company agreement adopted by the members.  Although 
the authority and duties of a company’s managers will depend on the terms of the limited liability 
company agreement, the manager or board of managers typically will have authority for the 
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management and oversight of the business of the company, including the appointment of officers or 
attorneys-in-fact of the company, much like the Board of Directors of a corporation.  The limited liability 
company agreement may reserve certain major decisions (such as the sale or dissolution of the 
company) for a decision of the members, thereby taking such actions out of the scope of the managers’ 
authority.   
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Board of Directors – Job Descriptions 

Independence 
 
A key area of focus is on independent directors; that is, directors (or advisory board members) who have 
no relationship with the company or its executives other than as directors or advisors to the company.  
While they may own shares or a phantom equity interest in the company through their board service, 
they have no conflicts of interest between their roles as a director and as a partial owner or manager of 
the company, or as a service provider or consultant to that company. Private companies may have no 
independent directors, a minority of independent directors or a majority of independent directors.  
 
Below are guidelines for the job description of directors in general, the lead independent director, and a 
committee chair.   

Directors 

Oversee that the management of the business and affairs of the Company is in alignment with the 
Company’s principles, policies and practices. 

Shared Responsibilities 

 Set a tone of integrity and transparency; 

 Understand the company’s business, opportunities, threats and risks; 

 Review and approve: 
 Company vision, mission, values, strategy, and annual goals;  
 Major policies; and  
 Top-level organization structure 

 Ensure that internal controls are effective; 

 Communicate appropriately with senior management; 

 Ensure effective communications with shareholders; 

 Understand and take into account the interests of shareholders and customers; and 

 Ensure that proper books of account are kept. 

Individual Responsibilities 

 Regularly attend board meetings and any other meetings called by the Chair, CEO, Lead 
Independent Director and/or relevant committee chairs; 

 Participate actively in full board and assigned committee work; 

 Volunteer for and willingly accept assignments and complete them thoroughly and on time; 

 Stay informed about company, board, and committee matters;  

 Prepare thoroughly for all meetings, including reviewing and commenting on minutes and 
reports;  

 Get to know other directors and build collegial working relationships; and 

http://www.brefigroup.co.uk/directors/e-course/delegation/internal_control_procedures.html
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 Actively participate in board and committee annual evaluation and planning work. 
 

Lead Independent Director  

The role of lead independent director offers companies an alternative to splitting the combined 
Chairman/CEO role.  Lead directors help ensure board relations run smoothly, including improving board 
performance, strengthening relationships with the CEO and providing leadership in crisis situations.  
Some of the most common duties performed by lead directors are: 

1) chairing meetings of independent directors 
2) planning board meetings 
3) taking responsibility for improving board performance 
4) supporting effective communications with shareholders 
5) improving director and CEO evaluation processes 
6) lead role in succession planning for the CEO. 

Context 

The Lead Director serves as an independent chief among all board members and thereby helps ensure 
board relations run smoothly. The Lead Director facilitates board discussions, helps directors reach 
consensus and keeps board matters on track.  

The growing trend in the US is to move away from the traditional US model of a combined Chairman and 
CEO and toward two individuals filling each role separately. For more information on separate and 
combined Chairman and CEO roles, see: 

 http://www.russellreynolds.com/newsroom/splitting-the-ceo-and-chairman-roles-yes-or-no 

 http://www.thesecuritiesedge.com/2013/02/separating-the-positions-of-ceo-and-
chairman-the-debate-rages-on/ 

 http://corporatecomplianceinsights.com/split-decisions-the-pros-and-cons-of-separating-
ceo-and-chairman-roles/ 

 
General Responsibilities  

The Lead Independent Director role has evolved from a somewhat administrative/oversight role to one 
that enhances corporate performance. The Lead Independent Director: 

 Drives a high performance board by: 

 Identifying issues to be considered and ensuring all issues are properly addressed with 
all directors being heard;  

 Making sure discussions continue as long as is useful and facilitating consensus when at 
all possible; 

 Helping directors to focus on strategy and not micromanage operations; and  

 Addressing under-performing directors. 

 Fosters a productive relationship with the CEO by: 

http://www.russellreynolds.com/newsroom/splitting-the-ceo-and-chairman-roles-yes-or-no
http://www.thesecuritiesedge.com/2013/02/separating-the-positions-of-ceo-and-chairman-the-debate-rages-on/
http://www.thesecuritiesedge.com/2013/02/separating-the-positions-of-ceo-and-chairman-the-debate-rages-on/
http://corporatecomplianceinsights.com/split-decisions-the-pros-and-cons-of-separating-ceo-and-chairman-roles/
http://corporatecomplianceinsights.com/split-decisions-the-pros-and-cons-of-separating-ceo-and-chairman-roles/
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 Ensuring clear communication between directors and with the Chair/CEO during and 
between board meetings; and  

 Mentoring the Chair/CEO. 
 

 Leads the board and management in times of crisis by: 

 Helping the CEO/Chair and senior management teams guide the company through 
crisis/difficulties, including: 
o Activist intervention;  
o Incapacity of the CEO;  
o A product recall; 
o Government investigation; 
o Financial fraud; and 
o Internal power struggle. 

 
Specific Responsibilities 

 Presides at executive sessions where the Chair/CEO is not present; 

 Works with the Chair/CEO to call board meetings and set agenda; 

 Approves the quality, quantity and timeliness of information sent to the Board (e.g., board 
meeting agenda and schedules); 

 Facilitates the board approval of the number, frequency, and schedule of board meetings to 
make sure that there is sufficient time; 

 Acts as an ex-officio member of all committees and regularly attends committee meetings; 

 Leads the annual evaluation of the Chair/CEO; 

 Functions as liaison between the independent directors and the Chair/CEO; 

 Authorizes retention of outside advisors and consultants who work for to the board; 

 Is apprised of inquiries from shareholders and involved in response to these inquiries; and 

 Is available for consultation with major stockholders.  

Characteristics to Consider 

 True independence from the company; 

 No strong ties to management; 

 Track record of sound judgment in taking action in difficult times; 

 Experience and leadership maturity in risk management, corporate strategy and financial 
oversight; 

 Understanding of the company, its industry and strategy; 

 Forward-looking vision for the company and its industry; 

 Interpersonal skills necessary to: 
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 Build consensus; 
 Foster communication; 
 Be a trusted sounding board; and 
 Communicate with stockholders on complex issues. 

 Lack of ambition for power or to succeed the CEO; and 

 Time and desire to properly perform the role. 

  

Committee Chair  

A committee chair reports to the full Board on committee decisions/recommendations and works 
closely with the Chief Executive and other staff.  The Chair also assigns work to the committee members, 
sets the agenda and runs the meetings. 

 Sets committee meeting agenda and runs meetings; 

 Assigns work to the committee members; 

 Ensures members have the information they need to do the work assigned; 

 Works closely with the CEO and other staff to plan and accomplish committee work; 

 Manages the logistics of committee's operations; 

 Reports to the board chair on committee priorities, actions and 
decisions/recommendations;  

 Reports to the full board on committee's decisions/recommendations;  

 Ensures accuracy and distribution of meeting minutes; and  

 Initiates and leads the committee's annual evaluation. 

 
Appendix A is a sample job description for board chairman.  
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Board Evaluations 

A board evaluation is a tool used by most public companies and a growing number of private companies 
to help ensure board effectiveness. In addition to giving each director a picture of how the board is 
performing and how it can improve, it also sets a tone of self-improvement and can lend more credence 
to a CEO evaluation. As a result of an effective review, boards can model setting actionable goals and 
performance metrics. 
 
Evaluations may be accomplished internally (self-evaluations) or with outside expertise and may be 
done anonymously.   Anonymity is not required, but Board members may feel more comfortable 
providing their responses anonymously. Some boards request a qualitative evaluation of each director 
by the chair or lead independent director. Every board member should participate and be involved in 
the resulting discussion about how the board (and/or committee) might improve their function. The 
board chair should then suggest an appropriate plan of action to implement changes.  
 
Board evaluations typically cover the following types of topics: 
 

 Composition 

 Board structure and schedule 

 Board communication 

 Engagement in company strategy 

 Overall governance 

 Independence 

 Meeting effectiveness 

 Boardroom culture (dialogue, trust, participation, etc.) 

 Policies/Processes (tenure, refreshment, nomination, etc.) 

 Board leadership 

 Board-management relationships 

 Committee effectiveness 

 Open-ended questions 
 
Self-Evaluations 
Self-evaluations are typically accomplished through questionnaires, ideally offered through a digital tool, 
so the data can be easily analyzed. Questions cover the elements of full-board effectiveness, as well as 
those of each committee. All directors answer full board questions, while committee members (and 
often the board chair if s/he attends committee meetings) answer questions about relevant 
committees.  
 
External Evaluations  
Some boards use an outside expert to conduct a qualitative review, sometimes in concert with a 
questionnaire. These reviews, based on substantial interviews with each director and with key members 
of management provide deeper and more independent insight into board effectiveness. They are often 
conducted as a complement to the quantitative information obtained through self-evaluation 
questionnaires. 
 
Appendix B is an example of a board evaluation questionnaire. 
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Delegation of Responsibility 

Many companies have policies regarding delegation of authority by the board of directors.  The Board 
itself typically will adopt this policy.  Ideally, the policy is not complex and does not attempt to cover 
every matter that may be delegated.  Rather, it describes generally the business issues and items that 
the board delegates to the corporation’s officers, such as transactions or loans up to a certain dollar 
amount, the treatment of expenditures that are within and outside the company’s annual budget, 
authority to execute contracts on behalf of the company and personnel matters, such as hiring and firing 
of officers of the company.  

The Board often will reserve matters for which the Board as a whole is responsible.  The matters 
specifically reserved for the decision of the entire Board may include: 

 the general strategic direction of the company; 

 the declaration of dividends, or distributions to the company’s owners; 

 approval of the company’s annual budget;  

 the appointment and succession of senior management of the company; and  

 the approval of key company policies, such as policies relating to legal compliance and 
governance. 
 

COMMITTEES OF THE BOARD 

Boards also may delegate authority for certain responsibilities to one or more committees of the board 
that are comprised of members of the Board.  Some states may require that certain committees be 
composed solely of directors while other states may allow committees to be composed of directors and 
non-directors. Many companies do not allow non-directors, other than executive officers, to be 
members of a committee so that the board may delegate responsibilities to that committee and be able 
to rely on that delegation to fulfill their duties. Reliance is discussed in more detail elsewhere.  

The number of board standing (permanent) committees varies based on the needs of the Board and the 
company. Committees may have different levels of authority. Some of the more common forms of 
committees are outlined below:  

Audit Provides oversight of the company’s financial processes, its outside auditors 
and the company’s internal controls. 

Compensation Oversees executive compensation, hires outside compensation experts, and 
may, in privately-owned companies, oversee human resources functions, 
including the evaluation and hiring of senior executives, or the 
implementation of a family employment and compensation policy. 

Executive Oversees the operations of the Board or may have the authority to act on 
behalf of the full Board between regular board meetings. 

Any action taken by the executive committee is effective for all purposes as 
the act of the Board; and 
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May direct or oversee the actions and/or authorization that they approve 
and report the results to the Board. 

Nominating & 
Governance 

Oversees and evaluates the Board’s performance, identifies and 
recommends potential directors, and ensures the company’s compliance 
with corporate governance regulations, guidelines and principles. 

Recommending Authority to recommend actions to an executive committee or to the 
Board; and 

Often expects that the Board will approve the recommended actions, 
unless the recommendation is not within the committee’s authority or does 
not merit confidence 

Advisory Right to offer advice. 

Oversight Authority to oversee matters critical to the company. 

Special / Ad hoc Designated for a specific purpose. 

 

Additional committees can be created by the board to address specific issues of concern to the 
company, and may include a Strategy Committee, an Investment Committee, a Regulatory or 
Environmental Committee and others.  Committees that are newly emerging in importance in the public 
governance sphere also may be of use to a private board, and these committees may include a 
Cybersecurity Committee, Innovation & Technology Committee and a Sustainability Committee. 

Each committee should have a charter that, at a minimum, defines its purposes, composition, roles and 
responsibilities, quorum and voting, reporting, and the frequency with which the committee meets. 
Charters generally provide that committees shall have the resources and authority to discharge their 
responsibilties, including the authority to hire advisors in order to assist in their duties to the company. 
To the extent not defined by the governance documents, the board chair recommends the committee 
assignments, along with the designation of committee chair and the board approves the final 
assignments. Generally, the board receives regular reports of the committees' activities and minutes are 
circulated to all directors.  

Appendix C is a Sample Committee Charter for a Claims Committee. 

Appendix D is a Sample Committee Charter for a Compliance Committee. 

RELIANCE 

Board members are entitled to rely in good faith upon certain legal counsel, public accountants or other 
experts, employees, officers, and Committees when making board decisions. The following generally 
summarizes the degree to which the Board may rely on such advice: 

o Select Competent Expert – The Director reasonably believes the person upon whom the Director 
relies is reliable, competent, experienced and reputable in the area of advice. If the expert has a 
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personal interest in the subject matter of the advice rendered, his or her competence may be 
compromised. 

o Nature of Reliance – Such expert advice should not be followed if the Board member otherwise 
has knowledge which would suggest that the advice is incorrect or which would make reliance 
otherwise permitted above (Select Competent Expert) unwarranted. Similar principles apply to 
reliance upon corporate officers, Committees or agents of the Company. 

USE OF LEGAL COUNSEL 

Corporate counsel should be consulted and used frequently. Qualified corporate counsel can help 
protect Board decisions from later legal challenge to the maximum extent possible. Legal advice not only 
helps guide the Board into legally acceptable conduct, but also improves the Board members’ ability to 
defend their conduct if their actions are taken in reliance upon the legal advice. 

Only qualified counsel, meeting the requirements set forth above (Select Competent Expert), should be 
relied upon. The Board should not feel compelled to use the same counsel for all legal issues, but should 
seek the most competent counsel reasonably available for the issue under consideration. 

  



 Private Company Governance  24 

Conflicts of Interest 

Directors have fiduciary duties that are owed to the company and its owners.  If there is a dispute about 
an action that the Board has taken, the court will review the directors’ conduct based on whether the 
directors have fulfilled their fiduciary duties. The primary fiduciary duties of directors are the duty of 
care and the duty of loyalty.  As noted above, saying a director has a duty of loyalty means that the 
director must act in good faith for the benefit of the company and its owners and not in the director’s 
own, personal interests.  A conflict of interest results from a situation in which the director’s interests 
are contrary to the interests of the company.  This may result in a breach of the director’s duty of loyalty 
to the company.  If a director has a conflict of interest in a matter being decided upon by the Board, a 
court reviewing the Board’s actions in a lawsuit would not presume the board acted in the best interests 
of the company and that decision could be challenged by the owners of the company. 
 
A conflict of interest also may arise when a director does not have a personal interest in a transaction 
but represents a class of owners whose interests may diverge from the company as a whole.  This may 
occur where certain investors of the company have a right to elect a certain number of directors to 
represent their interests.  In these cases, directors must remember that, when serving on the Board, 
they owe a duty to all owners, and not just a certain group. 
 
Companies often will have a conflict of interest policy to which the company will expect its directors to 
adhere.  The policy typically will provide that: 
 

 the actions and decisions of its directors must be made objectively and in the best interests of 
the company; 

 directors should be free from undue influence of personal or outside business interests that 
either actually, or may appear to, interfere with the director’s ability to work in the company’s 
best interests; 

 directors must not place themselves in a situation where they have a direct or indirect interest 
or connection with outside business activities that could reasonably be expected to influence 
the director’s independent judgment regarding the company’s matters; 

 directors must not compete with the company’s business; 

 directors must not take for themselves a business opportunity that belongs to the company; and  

 directors must not use company property, or information for personal gain. 
 
In this regard, many companies will ask their directors to disclose certain matters to the company.  This 
disclosure is intended to assist in the effective operation and administration of the company’s conflict of 
interest policy.  Companies seek to avoid not only an actual conflict of interest, but also the appearance 
of a conflict, which can have a harmful effect on the reputations of the company and its directors.  
Matters that may be required to be disclosed include: 

 interests owned in major competitors, suppliers or customers of the company; 

 proposed transactions involving the company or a subsidiary of the company in which the 
director may have a direct or indirect (for example, resulting from a close family relationship) 
personal economic interest; and 

 any outside business relationships that may interfere with the director’s independent judgment. 
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Examples of conflicts of interest may include: 

 A director diverting business away from the company; 

 A director using his or her position to prevent or hinder the company’s ability to compete; 

 Personally profiting from a transaction; and  

 Passing on or selling inside information or acting on inside information to personally benefit 
from a business opportunity or transaction. 

If a conflict of interest exists, there are different ways to address it.  Many state statutes provide for a 
procedure for dealing with transactions involving a conflict of interest.  For example, in Delaware, a 
transaction involving a director with a conflict of interest is not voidable if one of the following three 
conditions applies: 

 The material facts of the conflict of interest have been disclosed by the director and the board 
of directors authorizes the transaction in good faith by a majority of the disinterested directors 
(a committee of disinterested directors may be convened for this purpose); 

 

 The material facts of the conflict of interest are disclosed and the company’s shareholders 
expressly approve the transaction; and  

 

 The transaction is fair to the company at the time it is approved or ratified by the board of 
directors or the stockholders. 

 
Once the director has disclosed the situation in which there is a conflict of interest, the director should 
recuse him or herself from participating in decisions relating to that matter. 
 
Appendix E and Appendix F are sample Conflict of Interest Questionnaires.  
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Actions by the Board 

A Board of Directors may consist of one or more directors.  The actual number of directors depends on 
desires of the company’s owners, the relevant state statutes and the provisions in the company’s 
governing documents, such as its articles of incorporation or bylaws.  
 
A Board typically acts by a majority vote of its members unless a larger vote is required by the 
company’s governing documents. To validly act, a quorum must be present, which is typically a majority 
of the total number of directors, unless the company’s governing documents require a greater number. 
 
The actions of the Board are recorded in corporate minutes, which are retained in the company’s 
records (usually the minute book).  Minutes are generally required by state law.  The minutes of a 
meeting of the directors are the official record of the actions taken by the Board and provide evidence 
of the matters described in the minutes.  The minutes should accurately reflect the discussions held, 
authorizations granted and actions taken by the Board. 

 
Actions of the Board also may be documented by a written consent in lieu of a meeting of the board.  A 
written consent in lieu of a meeting is used when an in-person meeting of the Board is not needed or 
desired.  State law typically allows actions of the Board to be documented by written consent.  That is, 
unless otherwise prohibited by a company’s governing documents, any action permitted to be taken by 
the Board at an in-person meeting of the Board may be taken without a meeting if all members of the 
Board consent in writing to the adoption of resolutions authorizing the particular action.    

Performance information should be reported in a consistent manner on a regular basis to help the Board 
understand if the company is on track to achieve its goals, why the results are better or worse than 
planned, the potential for slippage, and the major factors that may impact the plan.  

An important aspect of reviewing management information is verification and corroboration from 
external, independent sources such as market trends, analyst reports and competitive analysis, to put 
data into proper perspective.  

Receiving meeting materials at least one week prior to the meeting is key to allow time for directors to 
absorb and analyze information. Boards need information that is relevant, timely, and placed in 
appropriate perspective.  It should be reliably consistent and easily comparable with other data. For 
each agenda topic, pre-read materials should include an executive summary, an indication of the 
requested action, and a full report with source references.  

During the meeting, management should assume that directors have read the materials provided. 
Management should hone its message to what is significant, without providing technical information 
that does not relate to the business decision, using clear and succinct information. The key points must 
be clear and defensible, and the defense should be supportable. Directors should and do ask questions - 
presenters should maintain their credibility by acknowledging that they may not have an answer, but 
that they will find out and get the information back to the directors. Presentations should be structured 
such that management has time to adequately discuss the issue with the board and obtain guidance. 

MEETING BEST PRACTICES 
 
Best practices for effective meeting conduct include: 
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Before the meeting 

 One-on-one conversations between the CEO and each director to discuss the agenda, exchange 
advice, and understand perspectives 

 A well-planned agenda that allows: 
 At least as much time for dialogue as for presentations, identifying how much time each will 

be allotted; 
Adequate time for committee reports, depending on current committee business; 

 Sufficient time for executive session at the end of the meeting; and 
 Some companies find it useful to have an additional executive session with the CEO at the 

start of the day, so the CEO can alert Directors to any up-coming issues that have not been 
discussed in one-on-one phone calls with board members. 

 
During the meeting 

 Meeting called to order by the Chair; 

 Minutes reviewed and approved; 

 Well-managed agenda (sticking to time allotments, as facilitated by Chair and often by the CEO); 

 Crisp, relevant presentations by management, giving directors a chance to meet various 
members of management; 

 Constructive inquiry of management by directors; and 

 Balanced participation in dialogue sessions (Chair and CEO have primary responsibility to ensure 
the balance, though all Directors can and should help). 

 
After the meeting 

 Timely follow up of all commitments made at the meeting (e.g., distribution of information, 
follow-up calls, etc.). 

 
BOARD PORTALS 
 
A board portal is a subscription-based service that provides secure storage of documents and allows 
boards to share information and collaborate.  When board portals first appeared, they were used 
primarily by large public corporations.  Since then, organizations of all sizes, including private 
companies, charities, and government agencies and bodies such as city councils have begun using board 
portals. A board portal eliminates the need for printing, assembling, and mailing board materials, which 
removes the threat of sensitive documents falling into the wrong hands.  Directors can access the 
documents from their laptops or tablets, and because the files can be easily updated, directors are 
always viewing the most current version.  Because directors can easily navigate through the many 
reports that board packets often contain, board members can more easily prepare for the board 
meeting, and during the meeting, board members can easily steer toward the documents being 
discussed, which can make the board meetings run more efficiently as well. 
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Succession Planning 

Chief Executive Officer 
 
Boards should develop and adopt a plan of succession for the selection of the Chief Executive Officer in 
the event of death, disability, removal or resignation.  The plan should be reviewed by the Board 
annually or more often. Additionally, the Board or a Committee thereof may adopt policies and 
principles for an annual performance review of the Chief Executive Officer and conduct such annual 
performance review. 

 
Board Chairman 

 
The sample below depicts a succession planning structure for the role of Board Chairperson that covers 
a nine-year period.  The plan begins with the position of Chairperson of the Audit Committee (any 
appropriate committee could be substituted). 
 

 The Audit Committee Chair first serves a three-year term in that role; 

 Then assumes the role of Vice Chairperson of the Board for a three-year term; and 

 Finally assumes the role of Chairperson of the Board for a three-year term.  
 
When the Audit Committee Chairperson moves up the hierarchy to Board Vice Chair, a new Chair of the 
Audit Committee is elected (generally from the Committee’s membership), and the process continues.  
The company that provided this sample notes that according to the company’s bylaws, all members of 
the Audit Committee must be members of the Board of Directors. 
 
The benefits of this structure include: 
 

 Board members and management understand the succession plan and there is no uncertainty; 
and 

 In the event that the Board Chair or Vice Chair can no longer serve, there is no need to 
implement a “crisis plan.”   

Specific Board Nominee Selection Procedure 

The demands of a Board are heavy and the responsibilities are wide-ranging. It is challenging to recruit 
and select individuals that have appropriate experience, and will further the mission of the company, 
promote active and objective oversight, and effectively hold management accountable. 

The Board is responsible for selecting members of the Board and often delegates the selection process 
to a committee. The Committee is generally responsible for establishing and implementing the selection 
process and periodically reviewing the appropriate skills and characteristics of the current composition 
of the board.  The Committee should also develop and periodically review board and CEO succession 
plans and emergency succession plans.  

The nominating and selection process should be a transparent and structured process, clearly 
understood by the entire board and executive management. Governance structures and processes 
should be tailored to meet the needs and circumstances of the company.  
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The stages of the nominee selection procedures are to: 

 Determine qualifications and characteristics required to become a director; 

 Identify and screen individuals who are qualified to serve as directors; 

 Recommend viable candidates for nomination and election or appointment to the board; and  

 Establish and oversee procedures for communications with the Board, the candidates, 
management, external constituents, and the public 

In discharging its role, the Committee is usually empowered to make inquiries into any matter it 
considers relevant, subject to the direction of the Board, and is authorized to delegate authority to act 
on behalf of the Board with respect to matters approriate to accomplish its purpose.  The committee is 
also authorized to hire advisers. 

In determining qualifications and characteristics required to become a director, minimum qualifications 
for a viable nominee should be set forth in the bylaws, corporate governance guidelines or operating 
agreement, and may include: 

 Experience, expertise, or knowledge of the company’s industry, operations or an area of board 
responsibility (such as techonolgy, strategic planning, human resources, or financial 
management); 

 Leadership abilities, strategic thinking; 

 Independent thought, ability to act in the best interest of the company and its constituants;  

 Financial literacy; 

 Diversity in gender, age, race, geography and perspectives;  

 Intergrity, candor, good judgment; 

 Commitment and willingness / availability to participate; 

 The ability to communicate ideas, debate issues, and interact with other members of the Board 
of Directors in a manner conducive to promoting the goals of the Company and the decision 
making process of the Board of Directors; 

 No director can be a person convicted of a felony; and 

 No director can be a person deemed unfit by a court under the Securities Exchange Act. 

Multiple sources may be used to identify potential nominees. Sources include search firms as well as 
referrals by board members and management, community and industry  leaders. Although it is 
appropriate for the CEO to meet with board candidate finalists, the final responsibility for selecting 
directors should rest with the Committee and the Board. Many committees request annual submissions 
of candidates for consideration and maintain a potential candidate list. 

After the Committee is notified that a vacancy on the Board is anticipated, the Committee shall meet to 
review the potential candidates list and select a number of individuals for further consideraion.  The 
potential candidates will be discreetly contacted by a member of the Committee to verify an interest in 
the position. The Committee will then select individuals to interview as potential Board of Directors 
candidates, or appoint members of the Board to interview such candidates. Based on the outcome of 
the interview, the Committee will then determine those individuals that will move on to the screening 
process. 

The screening process may include such background and investigative reports the Committee deems 
necessary to assess and verify a potential candidate’s background. At a minimum, potential candidates 
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submit to a credit report and standard background check consisting of a criminal background check, 
prior employment confirmation, social security number verification, Office of the Inspector General 
Excluded Parties List verification and Government Services Administration Excluded Parties List 
verification. Candidates will also be required to respond to a conflict of interest questionnaire prior to 
nomination.   

Incumbents may be interviewed by the Board or Committee Chair to verify that the individual desires to 
continue service. 

After review of all information, the Committee will recommend to the board a slate of candidates for 
consideration.  Following Board action, the candidates will be nominated at the next annual meeting of 
shareholders to be considered for election. 

Once the election vote is final, the results are communicated to the Board and management by the 
Board or Committee chair. If an incumbent is not re-elected, the individual will immediately tender a 
resignation. 

Generally, one member of the Committee is appointed to communicate with the potential candidates 
and provide updates throughout the process. Public communications are held until after the election, 
and press releases are vetted with the Committee prior to publication. 

Director Retirement, Change in Circumstances and Resignation 

Strategic board succession planning includes polices or procedures to address director retirement, 
tenure, changes in circumstances, and resignations.  Such policies help to de-personalize the process of 
refreshing the Board. When establishing such policies, private companies should consider the board 
culture and whether directors expect to serve until retirement. 

Mandatory retirement policies set an age at which time the incumbent director candidate may not be 
nominated for election, commonly at age 72 or 75. The policy should establish the process for notice of 
intent to resign and certain transistion accomodations. Each director who is also an officer should retire 
from the Board at the time of retirement from service as an officer; although the Board may choose to 
waive this policy under certain circumstances. Rarely do directors serve past the set retirement age. 

Tenure policies set specific term limits, such as five three-year terms, or fifteen years. Ususally, Boards 
reserve the right to waive such a policy as it does not account for the contributions and expertise of 
valuable directors.  However, term limit policies provide a mechanism to discuss sensitive topics with a 
long-tenured director and create an opportunity for additional assessment. These policies also set 
expectations upfront that directors will serve for a limited amount of time based on the Board’s evolving 
oversight needs and not necessarily until they reach retirement age. 

Change in circumstances policies focus on directors who experience significant health conditions, major 
geographical change, or that have undergone or expect to undergo a significant change in their 
professional careers, such as a change in principle occupation or acceptance of another board 
assignment. Some policies also set expections on director attendence and participation. These policies 
require an immediate resignation if the board member is also an officer and is terminated. The policies 
require submission of a written resignation to the Board for consideration and serve to allow for a  
review of circumstances to assure that the director can continue to meet board membership criteria and 
can continue to perform the essential functions and responsibilities of a director.  A Board may reserve 
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the right to decline the resignation as it deems appropriate under the circumstances. In deciding 
whether to accept or decline the resignation, the Board may consider all factors it deems relevant. 

There are multiple approaches to address reluctance by long-tenured boards to implement board 
succession policies, such as “grandfathering” current Board members and applying the policy or 

procedure to board members elected after a certain date.   
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Continuing Board Education 

Continuing education is handled differently by each company. It can include reading business periodicals 
and books on business subjects as well as attending community, industry and institution-sponsored 
seminars on relevant commerce, related industry and corporate governance subjects.  Continuing 
education subjects may also be included as a part of annual board retreats, regularly scheduled board 
meetings and at scheduled committee meetings. Companies can support director continuing education 
activities by: 

 recommending conferences and seminars that directors might attend to enhance their skills; 
and  

 establishing an appropriate annual budget for tuition, travel and related expenses.  
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Conflict Resolution 

Conflict within a Board of Directors can serve to sharpen thinking, communication, and the quality of 
decision making. But, if managed improperly, it can also reduce the quality of decision making and stall 
progress. It is critical that the conflict be recognized, understood, and managed to the benefit of the 
company.  

The primary question is whether a given conflict is constructive or dysfunctional.  

Signs of constructive conflict include: 

 Opinions voiced frankly by all; 

 Opinions voiced outside the boardroom are consistent with those voiced inside; 

 Willingness to name the conflict and address it head on; 

 All directors helping to name and resolve conflict…not waiting on the Chair, Lead Independent 
Director, and CEO; and  

 Owning up to personal responsibility in conflict. 

Signs of dysfunctional conflict include: 

 Lack of open exchange, including willingness to listen and to build on one another’s ideas;  

 Denying that conflict exists;  

 Assuming that by ignoring conflict, it will go away;  

 Blaming a person or subgroup;  

 Voicing opinions outside the boardroom that are not owned inside;  

 Exerting personal agendas masked as differing opinions; and  

 Interpreting others’ motives/feelings/values without checking them out. 

Within the category of dysfunctional conflict, it can be useful to discern whether conflict is one of ideas 
or of personal antagonism, however masked by polite behavior.  

Conflict of ideas 

When directors or management become attached to ideas to the point of defending them against all 
opposing views, conflict of ideas becomes dysfunctional. A minority opinion can always be out-voted, 
but most Boards realize that reaching decisions in which disagreement remains unresolved can lead to 
trouble, including personal conflict in the future. Directors may not reach consensus when their ideas 
differ, but when a minority is overruled, that person or group needs to fully understand the majority 
opinion and believe it is a viable solution. 

Personal conflict 

Personal conflict is bred by distrust and dislike or by perceptions distorted in past unresolved conflicts. 
This is the harder type of conflict to address, the kind most people prefer to ignore. It is generally 
managed in one of two ways: 

 One-on-one feedback and counsel by a board leader to the individuals involved; or  

 Agreement among directors about basic rules of engagement during board meetings along with 
strong board meeting leadership to ensure those rules are followed. 
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While board leaders (the chair, the lead independent director, and the CEO) are primarily responsible to 
manage conflict toward constructive ends, all directors need to help prevent the risk of entrenchment.  
The annual self-assessment is an opportunity to self-assess directors’ facility in managing conflict 
constructively.  

Many board leaders are seasoned and savvy enough to get boards through difficult conflict. If the Board 
is unable to get itself through a given conflict, it may be important to get outside, expert help. 
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Private Company Regulation 

Below is a list of a few regulatory agencies. The first two apply to publicly-traded companies, but it’s a 
good idea to be familiar with these organizations. 

SOX (www.sec.gov – search for SOX within this website) 
The Sarbanes-Oxley Act of 2002 – Only applies to publicly-traded companies 
All publicly-traded companies are required to implement and report internal accounting controls to the 
SEC for compliance. SOX also encourages the disclosure of corporate fraud by protecting whistleblower 
employees of publicly traded companies or their subsidiaries who report illegal activities. 
 
PCAOB (www.pcaob.org) 
Public Company Accounting Oversight Board – Does not apply to privately-held companies 
Created by the Sarbanes-Oxley Act of 2002 (SOX). SEC has oversight authority, including approval of the 
Board’s rules, standards and budget.  The purpose of the PCAOB is to establish auditing and related 
professional practice standards for registered public accounting firms to follow in the preparation and 
issuance of audit reports. A nonprofit corporation established by Congress to protect investors and the 
public interest by promoting informative, accurate, and independent audit reports and to oversee the 
audits of public companies and broker-dealers. 
 
SEC (www.sec.gov) 
Securities and Exchange Commission – Oversees both public and private companies, but mainly 
publicly-held ones. 
The mission of the SEC is to protect investors, maintain fair, orderly and efficient markets and facilitate 
capital formation. If a privately-held company owns public debt, it must comply with SEC disclosure 
rules. 
 
FASB (www.fasb.org) 
Financial Accounting Standards Board – Applies to public and private companies 
An independent, private-sector, not-for-profit organization based in Norwalk, Connecticut, that 
establishes financial accounting and reporting standards for public and private companies and not-for-
profit organizations that follow Generally Accepted Accounting Principles (GAAP).  
 
PCC (www.fasb.org/pcc) 
Private Company Council 
The primary advisory body to the FASB on private company matters. The PCC uses the Private Company 
Decision-Making Framework to advise the FASB on the appropriate accounting treatment for private 
companies for items under active consideration on the FASB’s technical agenda. The PCC also advises 
the FASB on possible alternatives within GAAP to address the needs of users of private company 
financial statements. Any proposed changes to GAAP are subject to endorsements by the FASB.  

http://www.sec.gov/
http://www.pcaob.org/
http://www.sec.gov/
http://www.fasb.org/
http://www.fasb.org/pcc
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Corporate Compliance 

Companies may implement a corporate compliance program in order to facilitate the exercise of due 
diligence to prevent and detect criminal conduct and to promote an organizational culture that 
encourages ethical conduct and a commitment to compliance with the law and Company policy. The 
Program may be administered by the Chief Compliance Officer (CCO) and/or a Committee to assist and 
advise the CCO in administering the Program. 
 
Duties and responsibilities of the Committee may include the following: 

 Assisting the CCO in implementing and administering the Program; 

 With the assistance of the Company’s Legal Department, providing guidance on the law as it 
relates to compliance and ethics issues; 

 Providing guidance on Company policies and procedures as they relate to compliance and ethics 
issues; 

 Assisting with the investigation of reports of potential violations of the Company Code of Ethics 
and Principles of Business Conduct (Code) as set forth in the Code; 

 Identifying the need for, recommending, and facilitating Company training programs designed 
to educate employees on the Program issues and of business ethics and conduct;  

 Providing periodic reports to the Board and/or Audit Committee of the Board;  

 Recommending or approving appropriate disciplinary actions; and 

 All other compliance-related tasks provided in the Code or as otherwise assigned or delegated 
by the CCO. 

 
See Appendix D for a sample corporate compliance committee charter. 
 

 

  



 Private Company Governance  37 

Articles of Incorporation and Bylaws 

A corporation is incorporated by filing its articles of incorporation with the Secretary of State (or similar 
state agency) in which the corporation is to be domiciled.   Depending on the laws of the state of 
domicile, the articles of incorporation may be on a standardized, pre-printed form that is typically 
available on the state’s website (as is the case in Illinois, for example) or may drafted without a state-
provided form. LLCs or partnerships will have similar organizational documents. For example, an LLC will 
file a certificate of organization or articles of organization with the Secretary of State in its state of 
domicile, which is similar to a corporation’s articles of incorporation. An LLC will have an LLC Agreement 
or Operating Agreement that governs its internal affairs and the relationship among its owners. 

A state’s business corporations law will describe what information the articles of incorporation or 
articles of organization must include and what information may be (but need not be) included.  Because 
such formation documents are publicly available after filing with the appropriate state authority, careful 
thought should be given as to what information to include in such documents. 

Depending on the laws of the state of domicile, the articles of incorporation or articles of organization 
must at least include provisions for the name of the company, the name of its registered agent and its 
registered address, the purpose for which the company is formed, information regarding the capital 
stock the corporation is authorized to issue, the name of the incorporator of the corporation and 
information regarding the appointment of directors.  State statutes also typically list matters that may, 
but are not required to, be included in the articles of incorporation. 

The bylaws of a corporation set out the governance rules of a corporation.  A corporation’s bylaws are 
not filed publicly, unless it is a public company.  Bylaws are adopted by the board of directors or by the 
incorporator of the corporation.  The bylaws address a variety of matters related to the governance of 
the corporation, which include the procedures for the meetings of stockholders and directors, the 
officers and committees of the corporation and the issuance and transfer of stock certificates. 

The laws of the corporation’s state of domicile will govern the bylaws.  Generally, according to state law, 
the bylaws may include any provisions, not inconsistent with state law or the corporation’s articles of 
incorporation, regarding the business of the corporation, the conduct of its affairs or to the rights or 
powers of the corporation, its shareholders, directors, officers and employees.  Generally, if there is any 
inconsistency between the certificate of incorporation and the by-laws, the certificate of incorporation 
controls.  
 
LLC Agreements or Partnership Agreements are contracts between the owners of the LLC or partnership 
and thus are typically not as closely governed by state statutes with respect to the matters addressed in 
such documents. 
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Strategy and Risk Oversight 

The expectations around the board’s strategic and risk oversight are evolving at a rapid rate. Many 
boards strive to find a balanced formula for overseeing and encouraging the management team, while 
constructively challenging management’s decisions. Asking the right questions and regular, consistent 
reporting of key metrics will help management teams give directors what they need to contribute and 
fulfill their responsibilities, and remain focused on business results and long-term success. 
 
When monitoring business performance, directors need to consider both daily operations and strategic 
initiatives to assess whether the business is on track to achieve strategic objectives and financial plans. 
Effective monitoring requires the establishment of relevant performance and risk indicators, which 
should be reported in a disciplined, consistent manner.  Employees should understand the company’s 
strategy and initiatives as well; they may provide appropriate updates on assumptions made and 
changes that could affect the achievement of results. 

Given the constantly changing business environment, boards and executive management should take 
the time to focus on the strategic plan at least annually. If a significant unforeseen event occurs, the 
Board and management should meet specifically to review and reaffirm the strategic direction.  Most 
Boards build into their schedule an annual retreat to develop strategic plans. This process requires the 
Board’s knowledge and experience, plus a willingness to challenge the assumptions and variables behind 
the strategy.  
 
At a minimum, the Board should understand the company’s risk framework, risk management 
objectives, the company’s risk appetite, prioritization of risk and their interconnections, and the plan for 
handling consequences. The Board and executive management should collaborate to promote and 
actively cultivate a corporate culture and environment that understands and implements enterprise-
wide risk management, effectively prepare and communicate the approach to risk management, 
including emergency and contingency plans. The directors should satisfy themselves that the risk 
management policies and procedures designed and implemented by the company are consistent with 
the strategy and risk appetite, that these policies and procedures are functioning as directed, and that 
necessary steps are taken to foster an enterprise-wide culture that supports appropriate risk awareness, 
behaviors and judgments about risk and that ensures that risk-taking beyond the company’s determined 
risk appetite is recognized and appropriately escalated and timely addressed.     

An effective strategic plan is developed in concert with the forecast financial plan and annual budget.  
This allows the Board to analyze goals and initiatives in light of available funding, understand the 
potential timing of major cash requirements, and stress test the plan.  During planning discussions, 
directors should have clarity on business goals and initiatives, key risks, and the execution timeline. The 
Board should understand the critical assumptions in the annual budget and forecast financial plan, and 
be informed of the risks that can prevent the company from achieving its goals. The Board should also 
expect management to include quarterly updates on these assumptions and risks when they report on 
results. 

From the time it is approved, the strategic plan should be used as a significant part of the foundation for 
risk and results oversight for management, internal audit and the board. Risk management should be 
tailored to the company. Typically, an effective risk management system will (1) adequately identify the 
material risks in a timely manner; (2) implement appropriate risk management strategies that are 
responsive to the company’s risk profile, business strategies, specific material risk exposures and risk 
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tolerance thresholds; (3) integrate consideration of risk and risk management into strategy development 
and business decision-making throughout the company; and (4) adequately transmit necessary 
information with respect to material risks to senior executives and, as appropriate, to the Board or 
relevant committees. 

The annual strategic plan provides the foundation for significant risk oversight. The Board is responsible 
for ensuring the company has a strong continuous process for identifying, prioritizing, managing and 
monitoring its risks and opportunities.  The Board should understand the enterprise’s risk framework 
and processes, risk objectives, and management’s risk appetite. Directors should satisfy themselves that 
the risk management policies and procedures are appropriately designed and implemented, functioning 
as expected, and that the company’s culture supports risk awareness with appropriate escalation when 
needed. 
 
The Board should also require that critical information about risk issues be integrated into the strategic 
plan and that management provides quarterly updates on key performance metrics and underlying 
significant assumptions.  Through this process, the Board: 

 Understands the risks and opportunities inherent in the strategic and financial plan; 

 Understands the risk appetite of management and monitors for excessive risk taking; 

 Understands the critical objectives and assumptions underlying the plan and realistically 

challenges assumptions;  

 Assess performance to goals; and 

 Provides constructive input on a timely basis.  

 
 
  

The Board is responsible for ensuring the 

company has a strong, continuous process 

for identifying, prioritizing, managing and 

monitoring its risks and opportunities. 
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Appendix A 
Roles, Responsibilities and Competencies of the Board Chairman 

 
Organizational Context for Role of Board Chairman: 
 

 The Board of Directors’ role revolves around broad, strategic governance; maintaining the 
organization’s focus on corporate values, mission, vision, strategies and goals, and ensuring that 
the company operates within those commitments. 

 The Board Chairman’s executive and managerial responsibilities are with the Board of Directors 
and not with the day-to-day operations of the business.  The CEO has responsibility for day-to-
day operations of the business, and the CEO reports to the Executive Committee of the Board.   

 The Chairman is the presiding member of the Board of Directors and the Executive Committee 
of the Board.  The Board Chairman is accountable to the Executive Committee, which shall 
review and report on the performance of the Board Chairman at least annually.   

 Both the Board Chairman and the CEO will be expected to develop and maintain a highly 
collaborative relationship in all critical aspects of business strategy and execution. 

 
Major Responsibilities of the Board Chairman  
 

1. Develop and maintain an effective Board culture. 
 

2. Provide leadership to ensure the effective organization and functioning of the Board. 
 

3. Charter and supervise the functioning of all Board Committees. 
 

4. Serve as Chair of the Executive Committee and as an ex-officio member of all Board 
Committees. 

 
5. In collaboration with the CEO, ensure that all Board fiduciary responsibilities are met. 

 
6. In collaboration with the CEO, ensure that an effective Board Member orientation and training 

program is in place and effectively followed. 
 

7. Shape the Board composition and evaluate its performance on an annual basis.  Provide 
coaching to individual Board Members to facilitate their development. 

 
8. In collaboration with the CEO, ensure clear definition of the organization’s values, mission, 

vision, strategies and goals. 
 

9. In collaboration with the CEO, ensure that a process is in place to accurately report to the Board 
the organization’s performance against established expectations. 

 
10. Regularly present to the Board an assessment of the organization’s pace, direction and strength. 

 
11. Chair Board meetings and preside at the Annual Meeting. 
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12. Serve as the “face of the organization” in key relationships such state and federal government 
entities, educational institutions, community leaders and the general public. 

 
13. In collaboration with the CEO, ensure that the Board uses sound decision-making processes.  

 
14. In collaboration with the CEO, ensure that all Board resolutions are carried out. 

 
15. In collaboration with the CEO, ensure that a process is in place to promote the growth and 

development of the Board through succession planning. 
 

16. In collaboration with the CEO, plan the annual Board calendar. 
 

17. In collaboration with the CEO, ensure that all Board members receive appropriate, timely 
information. 

 
18. Provide support, coaching and mentoring to the CEO, as appropriate. 

 
Competencies for the Chairman Position  
 

1. Unquestioned personal integrity 
 

2. Openness and objectivity 
 

3. Clear understanding of the difference between governance and management 
 

4. Sound business awareness and judgment 
 

5. Capable of challenging the Board and individual members to ensure effective Board decisions 
and actions 

 
6. Liability insurance awareness, but not necessarily expertise 

 
7. Good communication skills--written, spoken, presentation 

 
8. Good public relations skills 

 
9. Sound political savvy 

 
10. Good interpersonal skills; capable of recognizing, responding to and resolving conflict 

 
11. Good administrative skills 

 
12. Consensus building and team development skills 

 
13. Good understanding of organizational accountability 

 
14. Experience in healthcare organization and administration at a high (Board) level 
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Appendix B 
Sample Assessment of Board and Board Committee Performance 

 
An effective Board of Directors (Board) performance evaluation should result in improved performance 
for the Board, and its committees, leadership, and individual Directors.  An active well-functioning Board 
is in the best interest of the Company and its shareholders, employees and customers. 
 
All Directors are asked to complete the following Board evaluation.  The evaluation consists of a series of 
statements for which you are asked to provide a rating from 1 (Unsatisfactory) to 5 (Excellent).  You are 
encouraged to provide comments to each of the statements where indicated. 
 
All responses will be kept anonymous.  Please complete the questionnaire by [DATE].  The Corporate 
Secretary will compile the results and provide them to the Chairman of the Board and each Committee 
Chair, who will then present them at the [DATE] Board and committee meetings. 
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2016 BOARD AND BOARD COMMITTEE EVALUATION 

 

1 = Unsatisfactory 
2 = Needs Improvement  
3 = Satisfactory 
4 = Good 
5 = Excellent 
 

A.  THE BOARD AND HOW IT FUNCTIONS 

  1 2 3 4 5 
1 Frequency of meetings    4  

2 Director attendance at meetings       

3 Board composition and size      

4 Required Board time commitment and workload      

5 Board material is relevant, timely, and in appropriate 
format/detail 

     

6 Board presentations are focused and succinct      

7 There is enough time at meetings for discussion and exchange 
of ideas 

     

8 Board meetings are productive      

9 Directors feel able to take a reasoned, independent position in 
deliberations 

     

10 Management keeps the Board appropriately informed about 
significant issues affecting the Company 

     

11 Directors have adequate opportunity to interact with 
management 

     

12 The Board appropriately manages real and apparent conflicts 
of interest  

     

13 The quality of Director participation in meetings       

14 Directors come to meetings adequately prepared      

15 The Board Chair operates effectively and takes appropriate 
action in dealing with issues of concern 
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B. BOARD EFFECTIVENESS 

  1 2 3 4 5 
1 The Board understands the Company’s mission, strategic plan 

and long-term objectives  
   4  

2 The Board is focused on the appropriate Company issues      

3 The Board is effectively involved in the Company’s goal setting 
and strategic planning process 

     

4 The Board is effectively involved in the oversight of results 
relative to goals and plans 

     

5 The Board is effectively involved in major issues and 
opportunities facing the Company 

     

6 The Board has effective oversight over the management of the 
principal risks of the business 

     

7 The Board has effective oversight of the management of the 
business 

     

8 The Board is appropriately involved in establishing and 
monitoring ethical standards for business activities 

     

9 The Board establishes and follows effective corporate 
governance practices 

     

10 The Board is effectively involved in the evaluation, development 
and succession for the CEO and other senior management 

     

 
 

C.  COMMITTEES 

  1 2 3 4 5 
1 The number and structure of Committees is appropriate    4  

2 Committee reports to the Board are of appropriate quality      

 
AUDIT AND RISK COMMITTEE 
1 Frequency of meetings      
2 Committee member attendance at meetings       
3 Committee composition and size      
4 Required Committee time commitment and workload      
5 Committee material is relevant, timely, and in appropriate 

format/detail 
     

6 Committee presentations are focused and succinct      
7 There is enough time at meetings for discussion and exchange of 

ideas 
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8 Committee meetings are productive      
9 The Committee Chair operates effectively and takes adequate 

action in dealing with issues of concern 
     

 
HUMAN RESOURCES AND GOVERNANCE COMMITTEE 
1 Frequency of meetings      
2 Committee member attendance at meetings       
3 Committee composition and size      
4 Required Committee time commitment and workload      
5 Committee material is relevant, timely, and in appropriate 

format/detail 
     

6 Committee presentations are focused and succinct      
7 There is enough time at meetings for discussion and exchange of 

ideas 
     

8 Committee meetings are productive      
9 The Committee Chair operates effectively and takes adequate 

action in dealing with issues of concern 
     

 

D.  ANNUAL ASSESSMENT OF BOARD PERFORMANCE 

Please provide your comments on the Board evaluation process. 
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Appendix C 
Sample Committee Charter 

CHARTER OF THE CLAIMS COMMITTEE 
 

Statement of Purpose.   

 The Claims Committee is a standing committee of the Board of Directors (“Board”) of  
________________________________ (“__________”).  The purpose of the Committee is to 
assist the Board in fulfilling its oversight responsibilities to protect _________’s funds by working 
with ________________’s Claims Department (“Claims Department”) in establishing compliance 
with necessary and appropriate policies and procedures for the handling of claims. The 
Committee’s role is advisory only and the Committee does not have authority to act on behalf of 
_______________ or the Board.   

  
Membership of the Committee. 

A. Appointment of Members.  The members of the Committee and its Chairperson shall be 
elected by the Board, after consideration of the recommendations of the Nominating 
Committee.  In determining its recommendations for Committee members, the 
Nominating Committee will consult with _________’s Senior Vice President, Claims. 

B. Composition of Committee.  There shall be at least seven (7) and no more than nine (9) 
members of the Committee, including the Committee Chair.  The Committee Chairperson 
shall be serving concurrently as a member of the Board (“Directors”).  All other Committee 
members shall be __________ members (“Members”) or representatives from Members 
that are entities.  It is desired that the Committee members represent a cross-section of 
Members, and that at least one (1) Committee member be a representative of a hospital 
Member.     

C. Terms.  Terms shall commence beginning at the first meeting of the Board of Directors 
held after each annual meeting of the Members.  The Committee Chairperson shall serve 
a term of three (3) years.  Other Committee members shall serve terms consisting of two 
(2) years.  To the extent possible, Committee members shall serve staggered terms, so 
that at least two (2) new or continuing members are appointed each year.  No Committee 
member may serve more than three (3) consecutive terms on the Committee.   

D. Committee Member Fees.  Each Committee member shall receive a Committee member 
fee of $_________ per meeting attended.  The Committee Chairperson shall receive a 
Committee member/Chairperson fee of $________ per meeting attended. 
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Duties and Responsibilities.   

 The Committee shall have the following duties and responsibilities:  
 

Claims Philosophy.  The Committee shall review _________’s principles regarding its claims 
philosophy and make recommendation to the Board regarding any suggested changes to 
the philosophy.   

Settlement Authority Levels.  The Committee shall review and provide input on ___________’s 
settlement authority levels from time to time, as needed. 

Attorney Fee Schedule.  The Committee shall review and provide input regarding ___________’s 
attorney fee schedule from time to time, as needed.   

Expert Witness Fee Schedule.  The Committee shall review and provide input on ___________’s 
expert witness fee schedule from time to time, as needed.   

Claims Policies.  The Committee shall review and provide input as to the policies and procedures 
of the Claims Department, as needed.  The Committee will work with the Claims 
Department to confirm compliance with appropriate policies and procedures for handling 
claims. 

Extra contractual Exposure Claims.  The Committee shall recommend rules and guidelines for 
handling claims involving extra contractual exposure, and recommend updates to the 
same from time to time, as needed.  In addition, the Committee shall review and evaluate 
claims involving extra contractual exposure and make recommendation to the Board 
regarding these matters.   

Claims Data and Trial Results.  The Committee shall regularly receive claims data and trial result 
reports. 

Budget; Resources; Education; Orientation. 

 The Committee’s annual budget will be established and reviewed by the Committee Chairperson 
and ___________’s Senior Vice President, Claims annually.  The budget is intended to cover the 
cost of sending the Committee Chairperson and/or Committee members to outside conferences 
each year.  In addition, the Committee will have the following resources available to it: 

 
 A. __________’s Articles of Incorporation, bylaws, and related governing documents; 
 
 B. __________ staff; 
 
 C. Educational reference materials; 
 
 D. Relevant educational seminars consistent with annual budgeting process;  
 
 E. Claims Department policies and procedures manual; 
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 F. Quarterly Claims Department Reports. Each new Committee member shall participate in 
an orientation program developed and conducted by the Committee Chair, __________’s 
Senior Vice President, Claims, and ________’s Director of Corporate Governance, under 
the oversight of the Governance Committee, the Chairperson of the Board, and 
___________’s President/CEO.   

 
Review of Charter; Committee Self-Evaluation; Other Duties. 

A. Review of Charter.  At least annually, the Committee will review this Charter for adequacy 
and recommend any changes to the Governance Committee, with a particular focus that 
the Charter accurately reflects the operations and conduct of the Committee.  

B. Committee Self-Evaluation.  The Committee shall conduct a self-evaluation at least every 
other year. 

C. Other Duties.  The Committee shall perform any other activities and responsibilities that 
the Board from time to time assigns to the Committee that are consistent with this 
Charter, __________’s bylaws, and governing law, as the Board deems necessary or 
appropriate.  

Meetings of the Committee.  

A. Frequency of Meetings.  The Committee shall meet at least one (1) time per year and as 
the Chairperson or a majority of the Committee considers necessary. 

B. Minutes.  The Committee shall cause to be documented its formal meetings and actions.  
A member of _________’s staff shall take minutes at meetings, and the Committee shall 
review and approve all Committee minutes and cause the minutes to be kept in the 
corporate offices of ___________.   

C. Confidentiality.  Each Committee member shall protect the confidentiality, as 
appropriate, of documents received in connection with matters brought before the 
Committee. 

D. Quorum.  One-half of the Committee members then serving shall constitute a quorum.  
The act of a majority of the Committee members at a meeting at which a quorum is 
present shall be an act of the Committee. 

E. Notice.  Notice of meetings of the Committee shall be given sufficiently ahead of time by 
mail or electronic transmission so as to encourage participation by all Committee 
members and, when feasible, include notice of the purpose of the meeting and a copy of 
the proposed agenda. 

F. Participation at Meetings.  Committee members may participate in Committee meetings 
by telephone, or other forms of telecommunication, such as videoconferencing, pursuant 
to which all members of the Committee can hear each other, and participation in a 
meeting in this manner will constitute presence in person at the meeting. 
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G. Attendance at Meetings by the Chairperson and the President/CEO.  The Chairperson of 
the Board, if not already serving as a member of the Committee, may attend as a 
nonvoting participant any meeting of the Committee. In addition, the President/CEO may 
attend as a nonvoting participant any meeting of the Committee.  

H. Access to __________Staff.  The Committee shall have full access to __________’s officers 
as necessary to carry out its duties and responsibilities. 

I. Reports from Noncommittee Members.  The Committee may ask members of 
__________’s management and staff to attend and make reports at Committee meetings. 

Reports.   

 The Committee Chairperson shall report to the Board about the Committee’s activities at the 
next Board meeting succeeding a Committee meeting.  In his or her absence, the Committee 
Chairperson may appoint another Committee member or a member of ________’s staff to 
report to the Board.   

 
 
 
 
Adopted by the Board of Directors on __________, 20___. 
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Appendix D 
Sample Committee Charter 

CORPORATE COMPLIANCE COMMITTEE 
 

 

1. PURPOSE OF COMMITTEE 
 Corporation and its subsidiaries (collectively, the Company) have implemented a Corporate 

Compliance Program (Program) in order to facilitate the Company’s exercise of due diligence to 
prevent and detect criminal conduct and to promote an organizational culture that encourages 
ethical conduct and a commitment to compliance with the law and Company policy. The Program is 
administered by the Chief Compliance Officer (CCO), who shall be an executive officer and shall be 
designated by the Board of Directors (Board). The CCO shall appoint a Corporate Compliance 
Committee (Committee) to assist and advise the CCO in administering the Program. The Committee 
shall be responsible for carrying out the specific duties and responsibilities assigned to it in this 
Charter. 

 
 
2. COMPOSITION 
 The Committee shall consist of the CCO, General Counsel and at least two (2) other Company 

employees appointed by the CCO (collectively, the Members). The CCO may, in his/her discretion, 
appoint such employee Committee members from the ranks of Company officers, directors, or other 
employees on a temporary or permanent basis at any time. A majority of the Committee Members 
will constitute a quorum for the purpose of conducting Committee business. 

 
 
3. MEETINGS 
 The Committee shall meet at least quarterly and at such other times as the Committee or the CCO 

deems necessary. In addition to the Members, other members of Company management and 
employees may attend Committee meetings as deemed appropriate by the CCO. 

 
 
4. RULES OF PROCEDURE 

The Committee shall determine its own rules of procedure with respect to the communication of 
Committee meeting times to the Members, the keeping of records, and the manner in which its 
meetings are conducted. 

 
 
5. DUTIES OF COMMITTEE 

The duties and responsibilities of the Committee shall include the following: 
 
• Assisting the CCO in implementing and administering the Program; 
 
• With the assistance of the Company’s Legal Department, providing guidance on the law as it 

relates to compliance and ethics issues; 
 
• Providing guidance on Company policies and procedures as they relate to compliance and 

ethics issues; 
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 Assisting with the investigation of reports of potential violations of the Company Code of 

Ethics and Principles of Business Conduct (Code) as set forth in the Code; 
 
 Identifying the need for, recommending, and facilitating Company training programs 

designed to educate employees on the Program issues and of business ethics and conduct;  
 

 Providing periodic reports to the Board and/or Audit Committee of the Board;  
 
 Periodically reviewing this Charter, and making appropriate changes;  

 
 Recommending or approving appropriate disciplinary actions; and 
 

 All other compliance-related tasks provided in the Code or as otherwise assigned or   
delegated by the CCO. 

 
 
6. COMMITTEE RECORDS 

Minutes of each Committee meeting shall be taken and maintained by the CCO or his/her designee.  
Each meeting’s minutes shall reflect the Members and other persons present, the topics of 
discussion, and decisions and conclusions of the Committee.  The minutes shall be retained for no 
less than seven years following the meeting date, or such longer period if required under the 
Company’s record retention policy.  
 

7. CONFIDENTIALITY 
For the purpose of this Charter, “Confidential Information” includes Committee meeting minutes, 
non-public background documents, Member notes, and other associated work product prepared by 
or for the Committee, as well as the identity of any Company employee(s) involved or associated with 
any actual or alleged compliance violation.  The Members shall not disclose any Confidential 
Information except: (i) to the UNS Board and/or executive management incident to the 
administration of the Program, (ii) as required by law, or, (iii) as otherwise authorized in writing by 
an attorney in the Company’s Legal Department.  
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Appendix E 
Sample 1 

Conflict of Interest Questionnaire 
 

Personal Interests 
 

1. At any time during [YEAR] did you have Family Members or Extended Family Members who 
were employed by the Company?  

_____ No 
_____ Yes 

 
If you selected “Yes” as your answer to Question 1, provide the first and last names of all Family 
Members and Extended Family Members employed by the Company, together with their relationship to 
you and the department in which they work.  
 
 
 

2. At any time during [YEAR], in the course of normal internal and external Company business, did 
you deal with (work with, manage or have any influence in awarding business to) a Family 
Member or an Extended Family Member? For example, a Family Member or an Extended Family 
Member is an employee of the Company, a supplier, vendor, subcontractor or a Competitor of 
the Company, with whom you had contact while performing Company business.  

______ No 
_____ Yes 

 
If you selected "Yes" as your answer to Question 2, provide the first and last names of the Family 
Members and/or Extended Family Members with whom you deal, and the circumstances in which you 
dealt with them. 
 
 

 
3. At any time during [YEAR], in the course of normal internal and external Company business, did 

you deal with (work with, manage or have any influence in awarding business to) an individual 
with whom you have a Personal Relationship? For example, such person is an employee of the 
Company, a supplier, vendor, subcontractor or a Competitor of the Company, with whom you 
have contact while performing Company business.  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 3, provide the first and last names of the individuals 
with whom you have a Personal Relationship with whom you deal, and the circumstances in which you 
dealt with them, in the box below. 
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Misuse of Property and Funds 
 

4. At any time during [YEAR], did you either directly or indirectly (such as through a Family 
Member) knowingly prepare or authorize any erroneous accounting entries, such as any of the 
following: 

 cause the Company’s books or records to be incorrect or misleading in any way; 

 participate in creating a record intended to conceal any improper transaction; 

 delay the prompt or correct recording of disbursements of funds; 

 hinder or fail to cooperate to ensure full disclosure with internal or external auditors, the 
Chief Financial Officer or other Company officers to ensure that all issues relating to internal 
and external audit reports are resolved; 

 conceal knowledge of any untruthful, misleading or inaccurate statement or record, 
whether intentionally or unintentionally made; or conceal or fail to bring to the attention of 
appropriate supervisors, transactions that did not seem to serve a legitimate Company 
commercial purpose, 

 or were you involved in establishing, utilizing or maintaining any funds that 
had not been properly recorded in the Company’s records?  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 4, provide an explanation below.  
 
 

 
 

5. At any time during [YEAR], did you either directly or indirectly (such as through a Family 
Member) grant others unauthorized access to the Company’s computers or other information 
technology assets such as by disclosing passwords or any confidential information?  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 5, provide an explanation below. 
 
 

 
6. At any time during [YEAR], did you either directly or indirectly (such as through a Family 

Member) use Company Property or services in violation of Company policy?  
______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 6, provide an explanation below. 
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7. At any time during [YEAR], did you either directly or indirectly (such as through a Family 
Member) take or dispose of Company Property in violation of Company policy?  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 7, provide an explanation below. 
 
 

 
 

8. At any time during [YEAR], did you either directly or indirectly (such as through a Family 
Member) publish or otherwise disclose any confidential information, documents or materials of 
the Company, except as permitted by Company policy and required by your employment 
duties?  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 8, provide an explanation below. 
 
 

 
9. At any time during [YEAR], did you either directly or indirectly (such as through a Family 

Member) submit expense reports or other requests for reimbursements for anything other than 
valid business expenses related to the Company’s business or for other than the purpose 
indicated?  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 9, provide an explanation below. 
 
 

 
10. At any time during [YEAR], did you either directly or indirectly (such as through a Family 

Member) use a Company credit card (including a procurement credit card) for other than valid 
business expenses related to the Company’s business or not otherwise permitted by the 
Company procurement card policy? If you have already disclosed (or directed to be disclosed) 
such occurrence(s) and repaid the Company, you may answer “No” to this question. If the 
disclosure was made pursuant to an audit or the disclosure was not made or directed by you, 
then you should answer “Yes” and complete the explanation below.  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 10, provide an explanation below. 
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Gifts and Influence 
 

11. At any time during [YEAR], did you either directly or indirectly (such as through a Family 
Member) accept any gifts (meals, entertainment, travel, goods or services) from any vendor, 
customer or business partner (current at any time during 2015 or prospective) of the Company 
which have cumulative values in excess of $200? (For example, in 2015 did you or a Family 
Member have meals, and/or attend outings and entertainment at the expense of any 
organization with which the Company does business which when added together are valued at 
more than $200?) The reporting of anything received in response to this question does not 
automatically imply a Conflict of Interest.  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 11, provide an explanation below. 
 
 

 
12. At any time during [YEAR], did you either directly or indirectly (such as through a Family 

Member) give any gifts (meals, entertainment, travel, goods or services) to any vendor, 
customer or business partner (current at any time during [YEAR] or prospective) of the Company 
which have cumulative values in excess of $200? (For example, in [YEAR] did you or a Family 
Member provide meals, golf outings and/or entertainment for representatives of any 
organization with which the Company does business which when added together are valued at 
more than $200?) Exclude Company-authorized charitable contributions from your response 
below. The reporting of anything given in response to this question does not automatically imply 
a Conflict of Interest.  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 6, provide an explanation below. 
 
 

 
13. At any time during [YEAR], did you either directly or indirectly (such as through a Family 

Member) accept payments, including entertainment, meals, travel, goods, services, favors, gifts 
or loans, from any person or organization in return for providing preferential treatment to 
anyone in connection with the company’s business activities or in anticipation that preferential 
treatment might be provided? * 

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 13, provide an explanation below. 
 
 

 
14. At any time during [YEAR}, did you either directly or indirectly (such as through a Family 

Member) use or authorize the use of Company funds, or receive reimbursement from the 
Company, for any of the following purposes: 
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a. to make political contributions to candidates for public office; 
b. to make payments to a government official or employee; 
c. to make payments to any person with the knowledge that any part of such payments would be 

used to benefit a government official or employee; 
d. to make payments or commitments with the understanding that all or part of them would be 

used by the recipient either (i) for the benefit of a government official or employee, or (ii) for 
the purpose of influencing a decision by a government official or employee; or, to make 
payments, including providing entertainment, favors or gifts, to any person or organization in 
return for, or in anticipation of, obtaining any preferential treatment for the Company in its 
business activities?  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 14, provide an explanation below. 
 
 

 
15. At any time during [YEAR], did you either directly or indirectly (such as through a Family 

Member) become involved in transactions between the Company and its affiliates that are not 
in compliance with rules and policies established by the Corporation Commission and the 
Federal Energy Regulatory Commission?  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 15, provide an explanation below. 
 
 

 
16. At any time during [YEAR], did you either directly or indirectly (such as through a Family 

Member) serve as an officer, director or employee of, or have any Financial Interest in, any 
enterprise that has purchases, sales, borrowings, leases, or performs services or other business 
transactions, or has any indirect business interest with the Company?  NOTE: In responding to 
Question 16, you may check “No” if the Financial Interest is solely an investment in publicly 
traded securities (and such investment represents less than 1% of the outstanding securities of 
the issuer and less than 5% of your assets) or if the only business relationship between an 
enterprise in which you have an interest and the Company is that the other enterprise is a 
Company customer.  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 16, provide an explanation below. 
 
 

 
17. At any time during [YEAR], did you either directly or indirectly (such as through a Family 

Member) have a Financial Interest in any Competitor of the Company? NOTE: In responding to 
Question 17, you may check “No” if the Financial Interest is solely an investment in publicly 
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traded securities (and such investment represents less than 1% of the outstanding securities of 
the issuer and less than 5% of your assets).  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 17, provide an explanation below. 
 
 

 
18. At any time during [YEAR], did you either directly or indirectly (such as through a Family 

Member) participate in an Outside Activity in which you: placed yourself or a Family Member in 
a position where any benefit or interest could be derived from a transaction with the Company; 
contracted with or rendered services to the Company outside of your employment with the 
Company; participated in activities that compete with the Company or that interfere or appear 
to interfere with your duties and responsibilities to the Company; or Took for yourself any 
business opportunity in which the Company may have been interested?  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 18, provide an explanation below. 
 
 

 
 

Financial Interests in the Company 
 

19. At any time during [YEAR], did you either directly or indirectly (such as through a Family 
Member) acquire or dispose of any Company Securities, other than shares that were held in 
your 401(k) Plan?  

______ No 
______ Yes 

 
(b). If you selected "Yes", at the time of the transaction, did you have Material Information 
concerning the Company, or a potential business relationship with the Company, and that Material 
Information had not been made generally available to the public prior to such transaction?  

______ No 
______ Yes 

 
If you selected "Yes" as your answer to Question 19(b), provide an explanation below. 
 
 

 
20. At any time during [YEAR], did you either directly or indirectly (such as through a Family 

Member) purchase or sell any financial instruments (including prepaid variable forward 
contracts, equity swaps, and collars) that are intended to hedge or offset any decrease in the 
market value of Securities granted by the Company? * 

______ No 
______ Yes 
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If you selected "Yes" as your answer to Question 20, provide an explanation below. 
 
 

 
 

Concluding Statement 
With respect to the items listed in the above questions, you have concluded that there are no additional 
items or matters that you feel need to be brought to management’s attention. Further, your conduct 
has been in accordance with the Corporation’s Code of Ethics and Principles of Business Conduct and 
other policies and guidelines contained or referenced therein.  

_____ True 
_____ False 
 

If you selected "False" as your answer to the above concluding statement, provide an explanation in the 
box below. 
 
 

 
 

CONFLICT OF INTEREST [YEAR] ATTESTATION 
 
I hereby acknowledge that I have read the [MONTH/YEAR] Code of Ethics and Principles of Business 
Conduct, including policy statements and guidelines contained or referenced therein. I hereby certify 
that, to the best of my knowledge and belief, the foregoing responses and all information provided with 
this Questionnaire are true and complete statements in every material respect. I have reviewed all 
exceptions with my supervisor.  
 

_____ YES, I CERTIFY 
 

X
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Appendix F 
Sample II 

Conflict of Interest 
Statement and Questionnaire 

 
 
NAME: ______________________________________________________________________ 
 
COMPANY: __________________________________________________________________ 
 
ADDRESS: __________________________________________________________________ 
 
TELEPHONE: ________________________________________________________ 
 
E MAIL: _____________________________________________________________________ 
 
What is a Conflict of Interest? 
 
The Code of Business Conduct defines a conflict of interest as a situation where your personal 
relationships or activities could influence your ability to act in the best interests of the Company.  A conflict 
of interest also includes activities that only appear to influence your judgment or decisions.   
 
Why complete this statement and questionnaire? 
 
Each member of the Board of Directors is a fiduciary owing a duty of loyalty to the Company.  The duty of 
loyalty dictates that Directors must act in good faith and not allow personal interests to prevail over the 
interests of the Company, particularly in transactions involving potential conflicts of interest.  One way 
that we ensure conflicts of interest are properly disclosed and managed is to determine what relationships 
our Directors have with other entities, including healthcare providers, vendors and customers.  
Accordingly, our Bylaws, Corporate Governance Guidelines, and the Compliance Program require annual 
completion of a conflict of interest statement.  
 
You disclose, we’ll decide. 
 
You do not have to determine whether a relationship is an actual or potential conflict of interest. All that 
is necessary is for you to answer all of the questions on this form truthfully, accurately, and to the best of 
your knowledge.  
 
Notes: 
 

 “Immediate family member(s)” means spouse, children, stepchildren, parents, siblings or in-laws.  
 "Relationship" means ownership (stock or other investment interest), membership on a Board of 

Directors, financial, employment, consulting or contractual agreements, arrangements, 
affiliations and interests of any kind.  
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 Please list all relationships that you or members of your immediate family may have with the 
person(s) and/or organization(s) noted in this questionnaire. If you have an ownership interest, 
please state the actual percentage of ownership or investment interest. 

 Please be as specific as possible regarding the nature of your and / or your immediate family 
member’s relationship(s). For example, when describing employment, include employer name, a 
description of duties and whether the position is paid or voluntary.   

 

 

1.  Are you or is a member of your immediate family a physician, dentist, 
chiropractor or a member of another profession of the healing arts? 

Yes☐ No☐ 

 
If yes, please describe:  
 
List Percentage of Ownership: 
 

2.  Do you or does a member of your immediate family have a Relationship 
(as defined above) with: 

  

 a hospital, physician or physician practice, dentist or dental practice, a 
chiropractor or chiropractic practice, independent clinical laboratory, 
renal disease facility, nursing home or other health care provider? 

Yes☐ No☐ 

 a Health Maintenance Organization, Preferred Provider Organization, 
Physician Hospital Association, or any organization which will be 
sponsoring, either directly or indirectly, a Health Maintenance 
Organization, Preferred Provider Organization, Physician Hospital 
Association, or similar type of organization? 

Yes☐ No☐ 

 a seller or supplier of pharmaceuticals or durable medical equipment? Yes☐ No☐ 

 
If yes, please describe: 
 
List Percentage of Ownership: 
 

3.  Do you or does a member of your immediate family have a Relationship 
with any health care organization, hospital association, or medical 
society? 

Yes☐ No☐ 

 
If yes, please describe: 
 
List Percentage of Ownership:  
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4. Do you or does a member of your immediate family have a Relationship 
in a supplier of goods or services to the Company or its subsidiaries or 
affiliates,  
(a) including professional or consultative services or the purchase or sale 
of stocks, bonds, or other securities? 

 (b) including the Company’s auditors Eide Bailly or Ernst & Young? 
 (c) including the Company’s compensation consultants Pearl Meyer & 

Partner or SilverStone Group? 

Yes☐ No☐ 

 
If yes, please describe: 
 
If stock ownership, please give percent of shares owned directly or indirectly as related to all 
outstanding issued shares: 
 

5. Do you or does a member of your immediate family have a Relationship 
with an insurance company as an employee, an insurance broker/agent 
or other type of affiliation with another insurance company? 

Yes☐ No☐ 

 
If yes, please describe: 
 
The Corporate Governance Guidelines address the potential conflict of interest that arises when a Director 
is involved in the negotiation of a health insurance or administrative services agreement on behalf of a 
corporation, organization or association.  The Guidelines state that Directors shall not use their status as 
a Director of the Company to influence, for the benefit of the Director’s corporation, organization or 
association, in any manner, the negotiation of a health insurance or administrative services agreement 
with the Company.   
 

6.   Do you or does a member of your immediate family have a Relationship with 
a corporation, organization or association insured or administered by the 
Company? 

Yes☐ No☐ 

 If you answered “Yes” to question 6(a), please answer the following 
question. 

 
 Do you or your immediate family member have any involvement in the 

negotiation of a ________or ________ agreement on behalf of a 
corporation, organization or association? 

Yes☐ No☐ 

 
 

7.    Are you aware of any services or products of any other company for which 
you serve as a director or officer that could be regarded as competitive 
with those of the Company or any of its subsidiaries or affiliates? 

Yes☐ No☐ 

 
If yes, please describe: 
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8. Please list ALL organizations or institutions on whose Boards you currently serve (attach pages as 
needed).  

Name and Your Role Nature of 
organization 

Whether 
organization 

does 
business 
with the 

Company  
(Yes or No) 

Is 
organization 
involved in a 

legal 
proceeding 

with the 
Company? 
(Yes or No) 

Do you 
serve on this 
Board at the 
request of 

the 
Company? 
(Yes or No) 

     

     

     

     

     

     

     

 
 

9. Do employees or other members of the Board of Directors serve on any 
of the Boards listed in the above question?   

Yes☐ No☐ 

 
If yes, please name the Board and identify the person: 
 

10. Have you or any member of your immediate family been a party to or 
involved in business transactions or legal proceedings with the Company?  

Yes☐ No☐ 

 
If yes, please describe: 
 

11. Have you or any member of your immediate family been indebted to the 
Company at any time during the prior 12 months?  Please exclude 
amounts due for purchases on usual trade items or ordinary travel and 
expense advances. 

Yes☐ No☐ 

 
If yes, please describe: 
 

12(a) Have you or any member of your immediate family accepted or received 
any money and/or any gift, trip, favor, or entertainment having more 
than nominal value (generally $100.00 or greater in the aggregate) from 
any outside concern which does, or is seeking to do, business with the 
Company during the prior 12 months, or do you expect that you or any 
related party will accept or receive any such money, gift, trip, gratuity, 
favor, or entertainment next year? 

Yes☐ No☐ 
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12(b) Have you or any member of your immediate family accepted or received 
any money and/or any gift, trip, favor, or entertainment having more 
than nominal value (generally $100.00 or greater in the aggregate) from 
a competitor of the Company during the prior 12 months, or do you 
expect that you or any related party will accept or receive any such 
money, gift, trip, gratuity, favor, or entertainment next year? 

Yes☐ No☐ 

12(c) Have you or any member of your immediate family accepted or received 
any money and/or any gift, trip, favor, or entertainment in excess of 
$20.00 per gift and $50.00 in aggregate value from any outside concern 
which does, or is seeking to do, business with the Federal Employees 
Health Benefits Program (FEP), Medicare, or any other federal 
government program during the prior 12 months, or do you expect that 
you or any related party will accept or receive any such money, gift, trip, 
gratuity, favor, or entertainment next year? 

Yes☐ No☐ 

 
If yes, please describe: 
 

13. Have you or any member of your immediate family offered or given any 
money to a federal employee or offered or given a gift to a federal 
employee in excess of $20.00 per gift or $50.00 in aggregate value 
during the prior 12 months? (Please note: do not include any gifts 
and/or money offered or given to immediate family members who may 
be federal employees.  In addition, do not include political or campaign 
contributions.) 

Yes☐ No☐ 

 
If yes, please complete the following and explain: 
 
- Name(s) of donor(s) 
 
- Date(s) of receipt of money, gift(s), trip, gratuity, favor or entertainment 
 
- Amount of money and/or description of gift(s), gratuity, favor, or entertainment 
 

14. Do you currently hold a license to sell any line of insurance for another 
company?  

Yes☐ No☐ 

 
If yes, please describe: 
 

15. Nebraska law prohibits a person convicted of a felony from serving as a 
member of the Board of Directors.  Have you ever been convicted of, pled 
guilty or no contest to, or forfeited bond or bail for any felony crime?  

Yes☐ No☐ 

 
If yes, please describe the circumstances: 
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16. Have you ever been debarred from doing business with the government?  Yes☐ No☐ 

 
If yes, please describe the circumstances: 
 

17. Have you ever had a professional license suspended or revoked?   Yes☐ No☐ 

 
If yes, please describe the circumstances: 
 

18. Have you ever been deemed unfit by a court under the Securities 
Exchange Act?  

Yes☐ No☐ 

 
If yes, please describe the circumstances: 
 
The by-laws require that a majority of its Directors be considered Independent Directors. An Independent 
Director: 

(1) shall not be an employee or an immediate family member of an employee of the Company, or 
(2) have been an employee of the Company within the past two (2) years, or 
(3) have a personal or business interest with the Company. 

 A personal or business interest in the Company shall not include  
___________  or _____________ 
 

19(a) Are you or is a member of your immediate family currently employed 
by or a consultant to the Company (other than in your capacity as a 
member of the Board of Directors)?  

Yes☐ No☐ 

19(b) Have you been an employee of the Company within the last two (2) 
years? 

Yes☐ No☐ 

 
If yes, please describe: 
 

20. Have you had a personal business interest with the Company at any 
time during the prior 12 months (please include any goods or services 
provided to the Company as a consultant, vendor, or independent 
contractor)?  

Yes☐ No☐ 

 
If yes, please describe: 
 

21. Is there anything that has not been asked in this questionnaire that you 
believe the Company should know; e.g. previous membership on the 
Board of a competitor or major supplier or vendor of the Company, 

Yes☐ No☐ 
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arrangements or matters which would create a conflict of interest or 
the appearance of conflict?  

 
If yes, please describe: 
 

22. Are you aware of any other relationships that may impair your ability to 
act fairly and independently and in a manner that furthers the best 
interest of the Company?  

Yes☐ No☐ 

 
If yes, please describe: 
 
 
The answers to the foregoing conflict of interest and disclosure questions are correctly stated to the best 
of my knowledge and belief.  
 
 
 
 
 

Signature         Date 
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Appendix G 
Additional Resources for Private Company Governance 

 
The Society for Corporate Governance has additional resources that may be helpful to private company 
governance professionals, including a National Committee comprised of private company members 
(membership open to all private company members) as well as these publications: 

Society, Corporate Minutes: A Monograph for the Corporate Secretary, 2014 

Society, Logistical Arrangements for Board Meetings: A Guide for the Corporate Secretary, 2009 

Society, Board Committees: Considerations, Structures & Uses in Effective Governance, 2008 

The majority of governance resources, including samples, templates, memos, studies and surveys are 
located on the Society website on Topical Pages. To access a list of topical pages, see here. 

Specific topical pages that may be helpful include: 

Audit Committees 

Board Composition 

Board/Director Evaluations 

Board Leadership 

Board Practices/Governance Practices 

Board Succession/Refreshment 

Corporate Governance Codes & Guidelines 

Corporate Secretary's Office 

Private Companies 

 

 

 

https://higherlogicdownload.s3.amazonaws.com/GOVERNANCEPROFESSIONALS/a8892c7c-6297-4149-b9fc-378577d0b150/UploadedImages/2016%20Topical%20Pages/Corporate%20Minutes%20-%202014.pdf
https://higherlogicdownload.s3.amazonaws.com/GOVERNANCEPROFESSIONALS/a8892c7c-6297-4149-b9fc-378577d0b150/UploadedImages/Topical%20Pages%20Documents/Logistical%20Arrangements%20for%20Board%20Meetings%202009.pdf
https://higherlogicdownload.s3.amazonaws.com/GOVERNANCEPROFESSIONALS/a8892c7c-6297-4149-b9fc-378577d0b150/UploadedImages/Topical%20Pages%20Documents/Board%20Committees%20%20Considerations.pdf
http://www.societycorpgov.org/memberresources/topicalindex/topicalindexlist
http://www.societycorpgov.org/governanceprofessionals/currenttopiclandingpages/tpauditcommittees
http://www.societycorpgov.org/governanceprofessionals/currenttopiclandingpages/boardcomposition
http://www.societycorpgov.org/governanceprofessionals/currenttopiclandingpages/tpboardevaluations
http://www.societycorpgov.org/governanceprofessionals/currenttopiclandingpages/boardleadership
http://www.societycorpgov.org/governanceprofessionals/currenttopiclandingpages/tpboardpractices
http://www.societycorpgov.org/governanceprofessionals/currenttopiclandingpages/tpboardsuccession
http://www.societycorpgov.org/governanceprofessionals/currenttopiclandingpages/corporategovernancecodes
http://www.societycorpgov.org/governanceprofessionals/currenttopiclandingpages/corpsec
http://www.societycorpgov.org/governanceprofessionals/currenttopiclandingpages/privatecompanies

