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Subject: Corporate governance -- United States. Excerpt: . . . Corporate Governance to managements decisions
to ensure that the company operates honestly and effectively in the shareholders interest. Even if board
members are independent, they can be ineffective as directors if they lack expertise or knowledge relevant to
the company and its business. Therefore, board members must also be willing to educate themselves about the
company and the risks it faces rather than relying on a checklist mentality of corporate governance
requirements issued by the stock exchanges. Participants also noted that unfortunately, as a result of the recent
major financial reporting issues leading to restatements and, in some cases, bankruptcy, board members have
focused on the rules and may be concerned more about their personal reputation and financial liability rather
than focusing on protecting shareholders interests and adding shareholder value. Participants expressed
concern that disincentives such as legal liabilities, including financial and reputation risks, may limit a boards
ability to attract the right people to serve over time. Participants raised the question whether the current system
of selecting directors needs to be reexamined because the existing system from a shareholders point of view
has not been working to get the right people on boards. For example, it was viewed that individuals who serve
on numerous boards at the same time and or who serve for personal incentives, over time lose the independent
spirit needed to be an effective board member. Participants also stated there is some evidence that the
recruiting of directors is being adversely affected by the current environment that is placing ever-increasing
demands on board members. Examples were cited...
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