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Keys to Effective Corporate Governance
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Let’s start with six key areas of Board Governance 

1. Board and Committee Composition

2. Board Focus

3. Committee Governance

4. Loan Committee

5. Strategic Planning

6. Director Training
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Corporate Governance starts with Board composition . . .

1. Analyze Board tenure

− The average Director tenure is 22 years

− The average Director age is 65 years old

− Two directors have been on the Board for 30 years

− Only two directors have less than 10 years of tenure

2. Explore the benefit of introducing new directors with additional skillsets:

− Commercial banking expertise would be helpful

− IT expertise would be helpful

− Younger demographic expertise would be helpful

3. Understand the Environmental/Social/Governance (“ESG”) focus:

− The Board has limited ethnic and gender diversity

− The Board should develop and approve an ESG Policy

4. The Directors display independent thought.  Not all votes need to be unanimous.

5. Director positions require a commitment

− 10-15 hours of preparation time (average) is needed for Board and Committee meetings

6. Director expectations should be established

− There are often significant differences of opinion as to whether directors have an expectation to bring business to the bank
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Board should focus on Strategic issues . . .

1. Depending on the bank’s size and complexity, the Board meetings should be approximately 70% strategic and 30% tactical (estimates)

2. FinPro’s experience with Board Assessments notes that long-tenured Boards often are too tactical and it is often one of the most critical areas to 
change

3. In order to assist with implementing this change, FinPro recommends modifying the Board agendas to identify board topics into the following 
categories:

− Consent item: all items noted as “consent” are approved with one resolution unless a director requests removal of the item for discussion.  The 
expectation is that all such items were thoroughly reviewed before the Board meeting and tend to be rather routine topics.

− Information item: these are agenda items where management presents to the Board but discussion is generally not necessary (one-way 
communication)

− Discussion item: these are agenda items where the management presents to the Board and discussion is very likely (two-way communication)

− Action items: items that are expected to require a vote

4. In addition to the above categories, FinPro recommends that each agenda item include a designation of “S” (strategic) or “T” (tactical) to provide 
consistency to this strategy
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Management Reports are a critical component of Board Governance . . .

1. Board Focus is often the result of the Management Reports contained in the Board Packets

2. There is an opportunity to improve the quality of Management Reports but will require action by both directors and management

− Management actions:

− Many of these reports contain a “data dump” with insufficient analysis.  This concern is amplified since many directors do not have the 
commercial banking expertise to decipher and analyze the pure data

− Management Reports should contain four (4) sections to assist independent directors:

− Recommendation (if any)

− Executive Summary (1 to 2 paragraphs)

− Analysis performed (description of the work performed)

− Data

− Director actions:

− Focus should be on content and analysis

− Avoid unnecessary comments regarding punctuation, spelling, etc.

− Carefully assess the request for additional information as management tends to add such information to all future reports but
infrequently culls reports for any superfluous information
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Committee Governance is critical to effective Board oversight . . .

1. Boards should have key Committees:

− Audit Committee

− HR/Compensation Committee

− Corporate Governance and Nominating Committee

− Risk Committee

− Loan Committee

− Insider loans, Policy exceptions (including covenant and concentration exceptions), Large relationships

− Loan pipeline Report

2. The purpose of Board Committees is to delegate certain topics (often tactical in nature) for meaningful discussion and action, hence allowing the full 
Board to efficiently use its time on the most important and strategic issues

3. A publicly traded company has “expertise” and “independence” requirements for the Audit Committee

4. It is a “best practice” from both (1) a succession planning perspective and (2) a diversity of thought perspective, for the Board to have a defined 
rotation program to allow qualified directors to rotate to the Audit Committee as well as to allow qualified or interested members to rotate to the 
other Key Committees

5. Committee Rotation best practices:

− Ideally the rotation should be limited to no more than 33% of Committee members in any year

− For example, if the Committee has six members then rotation is limited to two in any one year

6. Committee Chair Rotation best practices:

− Ideally the Committee Chair has spent at least one year as a Committee member

− Rotation of Committee Chairs approximately every three (3) years provides diversity of thought and encourages director engagement 
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Strategic Planning is a critical task for all Boards . . .

1. The Board should be involved with the Strategic Planning Process, which should define and describe performance expectations over the next twelve 
calendar quarters.  

2. The Board should approve the Strategic Plan 

3. The Board should monitor the management team’s ability to execute against the Board approved plan.
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Directors should seek regular training on critical topics emerging in the banking space . . .

▪ The Board should set (in writing) training expectations per Director (i.e., 10 webinars per year, or an ABA conference, etc.)

▪ The Board should establish a process to track Director training accomplished in a calendar year

▪ Directors should occasionally “report out” to the Board on training topics to spread the knowledge
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The Talent Management Challenge
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7.  Staffing Environment

10

Remote Work

Rising Compensation

Education/Training

Staffing issues are getting bigger and harder to solve . . .
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Talent Management . . . 

Attracting and retaining top talent is proving to be challenging for most industries as the labor market continues to shift dramatically.  

Notable areas of continued focus as transition into Q4:

▪ Wage pressure

▪ Labor competition

- Cultivating a positive workplace environment with an attractive brand

▪ Skill gaps (demand for key types of bankers)

- Lenders

- Technology

- Risk

▪ CDC Mandates in the workplace

- Workers resigning in droves as a result

▪ Succession planning for leadership roles
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Regulatory Environment
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CAMELS+ Component Trend: Inflation, Rising Interest Rates, the Risk of a Future Recession, and Cybersecurity are the 
greatest risks to the financial services sector . .  .

2018 and beyond 

Capital

Asset 
Quality
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Legal &

Regulatory

Reputation
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Governance
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Fair Lending

The chart above illustrates the CAMELS+ components and the overall regulatory focus on 
each component.  Over time, each of these components shift based upon the overall 

projected banking environment.

2022 and beyond

Economy

Pandemic



• Partnership Bundles
• Strategic Advisory
• ALCO Management
• Enterprise Risk 

Management
• Portfolio Loan Stress 

Testing
• Value Enhancement
• Denovo Bank Consultation
• Corporate Governance
• Talent Management &   

Education
• Market Feasibility

• Capital Raising
• Capital Markets
• Mergers & Acquisitions
• Integration

• Risk Analysis
• Exam Guidance
• Policy Review
• Board Management

Review
• Regulatory Orders

• Client Portal
• Dashboard Analytics
• Interactive Models
• Scorecard
• Value Builder
• Org. Builder
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• Webinars
• Board Training
• CEO Roundtables
• C-Suite Management 

Training
• Succession Planning
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