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Most CEO'’s and their leadership teams orchestrate meetings with their boards to:
o Show how great they are and how well things are going

o Avoid leaving the meeting with more to do than when it started

There is a lot more value that can be derived from working with the board but it takes a lot of work in
building, cultivating, preparing for, and working with boards

My experience is with three distinctly different kinds of boards:
0 A Celebrity Board is staffed with people who bring attention and prestige to the organization and
who may provide access to potentially valuable resources (money, clients, people to hire,
partners, etc.). | generally have little interest in serving on such boards.

o0 A Board of Advisors is staffed with individuals with directly relevant personal experience in what
the organization and its leaders are doing; e.g., they have first-hand experience in the industry
dealing with the very same problems the organization faces and who provide valuable perspective
and insight on what will and will not work because they have been through it themselves.
Advisory Board members generally have specific experience, knowledge, and perspective to draw
on and that is often best done one-on-one with each rather than as a group where each will
struggle to find the way to deliver on why they think they have been recruited to participate in the
first place.

The attached Advisory Board Heads-of-Agreement shows how the Company XYZ Advisory Board
was set up as an example of how to do so. Company XYZ Leaders routinely contact Advisory
Board members to draw on their wisdom in key situations. The Advisory Board also meets as a
group with a broad set of internal leaders 2 to 4 times a year for three hours at a time.

Background material on 2 to 4 of the biggest and most important things going on are prepared and
sent to the members well ahead of the session along with specific questions that leadership wants
help with at the meeting. Members read the background ahead of time, think critically about what
has been presented, and work hard to develop a point of view that they will share at the meeting.
In the advisory meeting leaders talk through key points, field clarifying questions from members,
and then draw out their best advice for each of the items in turn.

0 An Accountability Board (or Board of Directors or Governing Board) has a three-pronged charter
(see figure below for an example):
= To serve as a consistent point of accountability. I.e., where the CEO puts before
the board a plan and regularly reports on how things are going relative to plan

= To help with focus...i.e., what is it that the firm as a whole seeks to accomplish
and how it is going, and what each of the C-level people are trying to accomplish
and how is it going

= To provide access to resources, such as ideas, money, clients, people to hire,
partners, etc.

While Accountability Board members generally also attend and participate fully as Advisory Board
members, in meetings of the Accountability Board, the agenda is always as follows:
= Here is what we said we would do,
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= Here is what we did,

= Here is what happened,

= Here is what we learned,

= Here is what we plan to do next.

Materials are prepared, forwarded in advance, and walked through at the meeting using the
outline above much as for an Advisory Meeting. Accountability Board members then ask
guestions to clarify and push-up management’s thinking and then members offer their best advice.
It is important that members of the leadership team who attend Accountability Board meetings
work hard to hear and listen carefully to what members have to say through their questions and
comments without being defensive. It is up to the Board Chair to be sure a safe environment is
cultivated for this to happen and to intervene and give individual and group coaching when it does
not in order to get things back on track.

This is the kind of board member I like to be. In this kind of board, financial performance plays a
big role. The firm’s financial model, its plan, and its performance in terms of income statement,
cash flow, and balance sheet are constantly in focus as the principal window into performance.
Attached are a couple of documents from recent Company XYZ board meetings to give an idea.

There are significant legal obligations that come with being a director of a corporation. For this reason,
firms either buy their directors Director’s & Officers Insurance (which is not cheap) or call their governing
board a Board of Advisors even though it functions as a Board of Directors but without the liability and also
without the power to hire and fire the CEO.

The problem is often that people mix up these kinds of boards and things get very confusing. | suggest
being clear about which board you mean and then going from there.

Board of Directors

Members Frequency Resp onsihilities
Internal Members Every 2 Months +  Hire/Fire CED
Chairman. and as needed +«  Reviews and approves annual plan, compensation program, and incentive
Secretary program
+«  Provides a consistent point of accountability far performance against plan and
External Members noals
«  Approves performance goals, compensation, incentives for firm's C-level
executives
+  Reviews individual performance and guides the development of the firm's top
leadars
+  Review and provide guidance with respect to what the firm and its top
Inside Ohservers executives are doing individually and collectively, how it is going, what they are

CTO learning, and what they will do next
CFQ +  Provide guidance with respect to individual and collective executive focus

+  Review resources (people, clients, maney, etc) needed and achieve plans and
Outside Observer take steps to help the firm meet its needs

«  Gets clear ahoutwhat is most important, and ensures that enough attention is
heing paid to it

«  Review the firm's strategy and key initiatives to be sure they make sense and
that they are in synch with what the firm is doing and learning

+  Provides direct advice and council in all cormmunications and affairs relating to
hankers and financiers
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CHARTER FOR THE
ADVISORY BOARD
OF
COMPANY XYZ SOFTWARE SYSTEMS, INC.

PURPOSE:

The purpose of the Advisory Board (the “Advisory Bdaesstablished pursuant to this charter is
to provide advice and otherwise satisfy requests from tle¢ ekecutive officer (the “CEQ of
Company XYZ Software Systems, Inc., a Virginia corgorafthe “Company), and its affiliates
regarding any issues related to the Company and itatdflthat the CEO may present to the
Advisory Board.

The Advisory Board will undertake the specific responsied listed below and will not have the
authority or power to undertake any acts or duties excseiiteaCEO may from time to time
prescribe. For the avoidance of doubt, except as sglyifauthorized by the CEO in writing,
neither the Advisory Board nor its individual memberalsbe authorized to bind the Company
in any way or provide recommendations to the CEO.

MEMBERSHIP:

The Advisory Board shall consist of a minimum of ¢heor more members as is determined by
the CEO. The member(s) of the Advisory Board shadiggminted by and serve at the discretion
and pleasure of the CEO. The Company shall estabbstottmpensation of each member of the
Advisory Board.

RESPONSIBILITIES:

The responsibilities of the Advisory Board include prawpadvice to the CEO regarding any
issues related to the Company that the CEO may prest Advisory Board, which may
include programs, products and services of competitors and ipbterstomers of the Company
and its affiliates, the business development and magkstiategy of the Company and its
affiliates, and the overall business plan of the Com@and its affiliates.

MEETINGS:

Meetings of the Advisory Board may be held at such aime place as shall from time to time be
determined only by the CEO.

MINUTES:

At the direction of the CEO, the Advisory Board wiihintain written minutes of its meetings,
which minutes will be filed with the Company’s corporateards.
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Company XYZ Advisory Board
Proposed Heads of Agreement With | |
<date>

Company XYZ Objective:
To form an Advisory Board made up of 3 to 4 well-connected, external people who consistently over time:

* Add credibility to Company XYZ in the federal governmentquement landscape,

* Provide insight into business development and product dawelot initiatives, and

* Help with networking, door-opening, and influencing with key cust@prospective
customers, and partners.

Terms:
We will
o Grant you options that will be worth approximately $100,00Daifmpany XYZ
achieves its base goals (i.e., realized valuation ah&giinvested capital) with
corresponding upside if actual performance exceeds tafy#ions vest over 4
years and expire twelve months after termination.
o Pay you $1500 (plus modest travel expenses) per Advisor Meetin
0o Memorialize this agreement in a written contract
* You will:

o Prepare for (i.e., read advance materials) and attendd344ok Meetings per year

0 Stay attentive and interested in Company XYZ and wleatley our partners,
competitors, customers and prospects.

o Initiate contact to let us know anything that comes up thattlgink we would
benefit from knowing.

o0 Be available and interested to help top Company XYZ lsadarphone, e-mail,
and occasionally in-person on a spot basis.

o Provide additional consulting support on an hourly bask2a0/hour ($2000/day)
upon request of the CEO as your time and interest ilnisg germits.

» Termis 2 years with automatic annual renewal; eithay gan terminate at any time and
for any reason with 30-days written notice.

Agreed to by: Agreed to by:
Title: Title:
Date: Date:
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