Building Strong
Governance Systems
For WSCUC Institutions



A sampling of higher ed scandals

1. Sexual harassment / assault
* Penn State / UC Berkeley / MSU / BYU / USC
2. Student cheating
- UNC/Harvard
3. Research scandals
» ISU - AIDS data / UMn — psych experiments gone wrong
4. IT systems hacked / personal information disclosed
* Rutgers / UCF
5. Financial issues
* Howard University / Sweet Briar / Hampshire College

Where were Boards of Trustees BEFORE the event?
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ISU – lost nearly $1.5 million in grants because its research scandal  
U Mn’s ethicist had to write a letter criticizing the university on how it handled its issue
Rutgers – very embarrassing 

All boards did not APPEAR to take an active role in the handling in the situation

We can talk about faculty governance, student governance, and other forms of governance, but today we’re going to talk about board governance.



®
Financial crises changed corporate governance

* 2000s -> greater changes in corporate governance/operations
* Enron -> Sarbanes/Oxley
* 2008 Great Recession -> Dodd/Frank
* Governance is changing, especially under Trump admin
* Boards still manage finances to satisfy shareholders
BUT
» Corporate boards are becoming more activist

* Set direction and tone, determine corporate mission and set
high-level strategy

* Long term risk management

* Practice good governance
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Overview of corporate 

Will need to talk about shareholder vs. stakeholders, especially in the university context.   

Who is the BoT responsible to?  Are there owners of the university?  Publics by the states, privates?


o
Nonprofits / universities have followed suit

* Boards still fundraise
* Boards still hire and fire presidents / chancellors / CEOs
» Boards also actively participate in

* Institution-wide policy setting

* Strategic planning

» Governance at every level

 Risk assessment

* Management

Where do university boards stack up?
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These laws don’t necessarily apply to nonprofits, but . . . 
These changes have become part of our culture
Overall, there is a greater insistence that boards do more.
Greater accountability and transparency 

When you’ve seen one board, you’ve seen one board
Every board is unique, all are different.




. O
Key Messages of the 2019 Report INACD

The new mandate of the board leader

The pace and scale of change
as a are redefining how organizations
create and preserve value,

fundamentally different -
operating reality emerges D requiring a new board
governance model.

as a result of deeply
connected and
intensifying megatrends:

* Regulation
* Global competition

* Climate change BOARD Board leaders must
* Technology LEADERS transform how the board is

composed, operates,
interacts with the business,

5 Orchestrating these

shifts, in . . and holds itself accountable.
collaboration with This transformation to meet the demands

the full board, of the future requires 5 shifts:

requires a new ) .

leadership quality * Deeper, more proactive board engagement on entirely new and

fast-changing drivers of strategy and risk

* A more strategic, forward-looking approach to board renewal
through the lens of the shifting needs of the business.

* More dynamic, flexible board operations and structure

* Increased internal and external transparency about the workings
of the board

» More rigorous accountability for board and individual director
performance

© NACD 2019. All rights reserved.



A new mandate

* The role of a board and its members is to think strategically (big
picture)

* What'’s working, what isn’t
* What can we do as a board to help staff
* The role of the administration and statf is to implement the
strategies and policies the Board develops (tactically)

* The Board should work collegially with the administration and
staff, and should not micro-manage

THE CHANGE
Copyright © 2019 The Change Leader LEADER, INC


Presenter
Presentation Notes
A new mandate for board leaders is emerging as a fundamentally different operating reality emerges as a result of deeply connected and intensifying megatrends:
Regulation
Global competition
Climate change
Technology

Look at things broadly at strategic level
How is mission evolving over time, 
what are values, 
how do curriculum offerings, investments, enrollment, management, reflect values
What do we want to achieve, then up to administration to implement.
What’s working, what isn’t, and what can we do to help the university be successful

Collegial / cooperative relationship

Strategically, not tactically
Should not be involved in day-to-day
They don’t rubberstamp
Appropriate balance between engagement and micromanagement







Board leaders must transform themselves...

» Have the right skills and experience to effectively govern and lead

* Review and adopt or reaffirm the institution’s mission and vision
statements and key institutional policies

* Set, approve, and broadly oversee implementation of the
university’s strategic direction and policies

* Monitor student achievement indicators, including retention and
graduation rates, student learning, job placement, etc.

* Maintain the university’s financial and governance strength

* Assess culture and risk, including cyber security

» Hire and hold the university president and through the president,
the staff, accountable for results

* Create a culture of continuous improvement, including evaluating
itself for effectiveness
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Board members must be:
Engaged
Conscientious
Curious
Positive
Board leaders must transform how the board is composed, operates, interacts with the business, and holds itself accountable.  

This transformation to meet the demands of the future requires 5 shifts:
Deeper, more proactive board engagement on entirely new and fast-changing drivers of strategy and risk
A more strategic, forward-looking approach to board renewal through the lens of the shifting needs of the business. 
More dynamic, flexible board operations and structure
Increased internal and external transparency about the workings of the board
More rigorous accountability for board and individual director performance

Board responsibilities are spelled out in bylaws or other organizing documents of board members

Two reports from the NACD:
BRC  on Building the Strategic-Asset Board issues a call to action for directors of all organizations—public, private, and nonprofit—to develop a continuous-improvement plan that keeps board skill sets and processes in alignment with their organization’s strategy.  

BRC on Culture as a Corporate Asset called on boards to view culture as critical for organizations, and its oversight by boards should be among the top governance imperatives, regardless of its size or sector.  It is inextricably linked with strategy, CEO/senior leadership selection, assessment and evaluation, and risk oversight—all of which are squarely in the board’s domain.



The old model (that doesn’t work any
more)

a
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Presentation Notes
This doesn’t work any more. The pace and scale of change are redefining how organizations create and preserve value, requiring a new board governance model. 




The new model

President /
Administration

Trustees
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Presentation Notes
Boards have many constituencies.  

Outreach to constituencies

The pace and scale of change are redefining how organizations create and preserve value, requiring a new board governance model. 


Effective boards . ..

* Set, approve, and broadly oversee implementation of the
university’s strategic direction and policies

* Create a culture of continuous improvement, including evaluating
itself for effectiveness

* Monitor student achievement indicators, including retention and
graduation rates, student learning, job placement, etc.

* Maintain the university’s financial and governance strength

* Review and adopt or reaffirm the institution’s mission and vision
statements and key institutional policies

» Assess corporate culture and risk, including cyber security

» Hire and hold the university president and through the president,
the staff, accountable for results

» Board responsibilities are to be spelled out in bylaws or other
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Engaged
Conscientious
Curious
Positive

Appropriate balance between engagement and micromanagement

Strategically, not tactically
Should not be involved in day-to-day
They don’t rubberstamp

Look at things broadly at strategic level
How is mission evolving over time, 
what are values, 
how do curriculum offerings, investments, enrollment, management, reflect values
What do we want to achieve, then up to administration to implement.

Two reports of note, both from the National Association of Corporate Directors

The Report of the NACD Blue Ribbon Commission on Building the Strategic-Asset Board issues a call to action for directors of all organizations—public, private, and nonprofit—to develop a continuous-improvement plan that keeps board skill sets and processes in alignment with their organization’s strategy.  

The Report of the NACD Blue Ribbon Commission on Culture as a Corporate Asset called on boards to view culture as critical for organizations, and its oversight by boards should be among the top governance imperatives, regardless of its size or sector.  It is inextricably linked with strategy, CEO/senior leadership selection, assessment and evaluation, and risk oversight—all of which are squarely in the board’s domain.




WSCUC Board Requirements

» All institutions that are accredited or seeking accreditation shall
have a governing board that, consistent with any legal and fiduciary
authority, exercises appropriate authority over institutional
integrity, policies, and ongoing operations, including hiring and
evaluating the chief executive officer. (See CFR 3.9.)

*  The WASC Senior College and University Commission (WSCUC or
the Commission) shall hold such institutional governing boards
principally responsible for ensuring an institution’s adherence to its
institutional mission, compliance with WSCUC standards and
policies, and achievement of educational effectiveness and
institutional sustainability.

THE CHANGE
Copyright © 2019 The Change Leader LEADER, INC



WSCUC Frequency of board / committee
meetings

*  Meet frequently enough to carry out its legal and fiduciary
responsibilities for oversight and policy making.

* Often have an executive committee, composed of a smaller group of
members that meets between meetings and can act on behalf of the
board within limits as defined by a reserve power clause.

* Do not allow too much authority to any one individual or committee,
including the executive committee, and takes important actions at full
board meetings.

* Number of meetings a year and the notice provisions for meetings are
commonly set forth in the institution’s bylaws, in state statutes or other
organizing documents.

* The bylaws will contain provisions on the conduct of meetings
including those mediated by conference call, involving remote

participation, or where there is voting outside of regularly scheduled

meetings. THe CHANGE
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Functions and duties of the board

« “Exercises appropriate oversight over institutional integrity, policies and ongoing
operations, including hiring and evaluating the chief executive officer.”

*  Duties include:
* developing and approving strategic plans and annual budgets;
 regularly monitoring the accomplishment of these plans and budgets;

* regularly monitoring student achievement indicators such as retention and
graduation rates, student learning, and job placement; and

» reviewing annual financial audits and reports to ensure the adequacy of financial
management and controls and to promote financial sustainability.

* Boards also review and adopt or reaffirm the institution’s mission and vision
statements and key institutional policies.

* Board responsibilities are to be spelled out in bylaws or other organizing documents.
of board members
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Board responsibilities

 Fulfill its fiduciary, legal, and oversight responsibilities.

» Make fiscal decisions after a careful balancing of interests in light of its
responsibility to oversee the institution’s primary focus on and support of
student achievement.

* Create and adhere to conflict of interest policies consistent with best
practices.

* Reflect areas of competence in board membership as needed to fulfill its
responsibilities to the institution.

» Establish, review, and revise, as necessary, key institutional plans and
policies.

* Review and consider reasonable and relevant interests of the institution’s
internal and external constituencies during its decision-making
deliberations.

* Select a chief executive officer who is accountable for the operation of the

institution and perform an evaluation at least annually.
THE CHANGE
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In addition to the minimum requirements for board independence, all members of the governing board
must understand, accept, and fulfill fiduciary responsibilities to act honestly and in good faith, and in the
best interests of the institution toward achievement of its mission. All governing board responsibilities
not otherwise set forth in applicable statute or regulation must be expressly set forth in bylaws or other
appropriate guiding governing board documents.


Board responsibilities cont.

* Delegate day-to-day management of the institution to the chief executive
officer.

* Maintain and honor clear policies on shared governance.

* Comply with all federal and state regulations regarding board structure
and governance.

* Speak with one voice and act as a collective body (individual board
members do not have authority independent from the board as a whole,
although members such as the chairperson may be authorized as board
spokesperson).

e Review and adopt or reaffirm the institution’s mission and vision
statements.

* Evaluate its own performance to ensure its duties and responsibilities are

fulfilled in an effective and efficient manner.
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University strategic management process

Board of Trustees Corporate

Retreat & Meeting

INITIAL PLANNING FOR YEAR

» Case for New Initiatives

» Economic / Competitive
environment scanning

* Year 1 Targets (metrics)

* Role Model Presentations

First Quarter

Intense
Energizing

of Possible New
Initiatives and
Programs
Across
Institution

¢ Re-Launch of Current Initiatives

January

December

Executive Committee and

Cabinet

» Board Agenda

¢ Individual program initiative
highlights

* Initial plans for new year

* HIPO recommendations

February

November

Operating Plans

Presented:

Academic and Business

Leaders

* Results of program and
initiatives reviews

» Business unit results
against operating plans

» Economic / Competitive
environment scanning

Fourth Quarter
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Executive Committee and
Cabinet Retreat

Business and Senior

Academic Leaders

« Early Learning?

» Faculty and Student Reaction?
« Initiative Resources Sufficient?
* HIPO Recommendations

March

October

Board of Trustees Meeting

» Next-Year Operating Plan
Focus

* Role Models Present Initiative
Successes

* HIPO Recommendations

» All business and academic
dialogues: What have we
learned?

Second Quarter

Anonymous Online Finalize Strategic and

Student Survey: Academic Plans:

» Economic / Competitive Business and Academic
environment scanning  Leaders and Staffs

* Are we heading inthe < Level of commitment/
right directions? quality of talent

» Do students feel it? - Differentiation (20% /
« Sufficient resources to 70% / 10%)
execute? * Resource planning -
» Messages clear & Promote / Reward /
credible? Remove
April | May |
September August
Executive Committee and Informal Idea

Exchanges at
Academic and
Businesses for
next year

Cabinet

* HIPO Recommendations

e Clear Role Models
Identified

¢ Outside Institutions Best
Practices presented

« Initiative Best Practices (All
unities)

» Stakeholder Impact of
Initiatives

Board of Trustees Meeting

* Approve plan for next year
* Initiative Best Practices

* Level of commitment/

* Review Initiative Leadership
» Stakeholder Impact

* HIPO Recommendations

June

July

Executive Committee and

Cabinet — 1-3-Year Strategy

« Economic / Competitive
environment scanning

» General Financial Outlook

« Initiatives Update/ Strategy

« Stakeholder Impact

« Initiative Resource
requirements

Third Quarter
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What are the key things that each institution must do every year? 
Enrollment management
New curricula / delivery systems
Environmental scanning
New terms begin
Strategic planning
Budget planning
Resource planning
Leadership capacity and succession
Conferences and training





Board members are fiduciaries

* Fiduciaries hold special position of trust

* Fiduciaries must act with the highest good of the
organization in mind

 Fiduciaries have a higher standard of care than
professional staff (this includes the university
president)

 Fiduciary responsibilities are collective and personal,
and cannot be delegated away
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Fiduciaries is a legal term. An individual in whom another has placed the utmost trust and confidence to manage and protect property or money. The relationship wherein one person has an obligation to act for another's benefit.

1) n. from the Latin fiducia, meaning "trust," a person (or a business like a bank or stock brokerage) who has the power and obligation to act for another (often called the beneficiary) under circumstances which require total trust, good faith and honesty. The most common is a trustee of a trust, but fiduciaries can include business advisers, attorneys, guardians, administrators of estates, real estate agents, bankers, stock brokers, title companies, or anyone who undertakes to assist someone who places complete confidence and trust in that person or company. Characteristically, the fiduciary has greater knowledge and expertise about the matters being handled. 

A fiduciary is held to a standard of conduct and trust above that of a stranger or of a casual business person. He/she/it must avoid "self-dealing" or "conflicts of interests" in which the potential benefit to the fiduciary is in conflict with what is best for the person who trusts him/her/it. For example, a stockbroker must consider the best investment for the client, and not buy or sell on the basis of what brings him/her the highest commission. 

Each board member is personally responsible and legally liable for his or her own
Actions 
Errors 
Omissions

The whole board shares responsibility (and liability) to broadly ensure that
The university fulfills its mission 
The university remains legally compliant 
The university remains financially sound


Board members are fiduciaries

* Fiduciaries hold special position of trust

* Fiduciaries must act with the highest good of the
organization in mind

 Fiduciaries have a higher standard of care than
professional staff (this includes the university
president)

 Fiduciary responsibilities are collective and personal,
and cannot be delegated away
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Presenter
Presentation Notes
Fiduciaries is a legal term. An individual in whom another has placed the utmost trust and confidence to manage and protect property or money. The relationship wherein one person has an obligation to act for another's benefit.

1) n. from the Latin fiducia, meaning "trust," a person (or a business like a bank or stock brokerage) who has the power and obligation to act for another (often called the beneficiary) under circumstances which require total trust, good faith and honesty. The most common is a trustee of a trust, but fiduciaries can include business advisers, attorneys, guardians, administrators of estates, real estate agents, bankers, stock brokers, title companies, or anyone who undertakes to assist someone who places complete confidence and trust in that person or company. Characteristically, the fiduciary has greater knowledge and expertise about the matters being handled. 

A fiduciary is held to a standard of conduct and trust above that of a stranger or of a casual business person. He/she/it must avoid "self-dealing" or "conflicts of interests" in which the potential benefit to the fiduciary is in conflict with what is best for the person who trusts him/her/it. For example, a stockbroker must consider the best investment for the client, and not buy or sell on the basis of what brings him/her the highest commission. 

While a fiduciary and the beneficiary may join together in a business venture or a purchase of property, the best interest of the beneficiary must be primary, and absolute candor is required of the fiduciary. 2) adj. defining a situation or relationship in which a person is acting as a fiduciary for another. (See: trust, fiduciary relationship)


Boards duties are collective

* The whole board shares responsibility (and liability) to
broadly ensure that

 The university fulfills its mission
* The university remains legally compliant

* The university remains financially sound
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Separate responsibility when group comes together - There is a magic that happens when people / boards come together to think together, discuss together, and act together.

The collective / group is stronger than the sum of the individuals

Because of these, individuals MUST participate – sitting back and doing nothing, not being prepared, etc., hurts the board and the institution




Boards duties are individual

* FEach board member is personally responsible and
legally liable for his or her own

 Actions
e Errors

* Omissions

THE CHANGE
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Many boards / members are not aware of this.

Absent, not engaged, etc. 

When things go wrong, individuals who fall short in their duties may be held responsible and legally liable for his or her actions or lack thereof


Fiduciary responsibility involves three legal
duties

* Duty of care
* Duty of loyalty
* Duty of obedience
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How they manifest depends on the setting, but the duties are fundamentally the same.


Duty of Care

* Treat the university’s affairs with the same care as your
own
 Financial oversight, including budget
* Confirm compliance with applicable law
» Title IX, tax, etc.
* Understand the university’s mission and rules, including
* Bylaws
* Operating and board policies — not necessarily what
is written but what is actually done
» Common course of conduct — day to day operations
and how the institution executes the policies
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Easiest to understand, because if you do this, then the other duties fall into place with minimal efforts

You should not accept a board position just because you are an alum, think it would be a neat honor, hobby position, etc. 



Duty of Care

» Don’t stay on the surface
* Read governing documents
 Learn essential history
* Understand institutional culture
* Probe administration assertions
 Challenge unspoken assumptions
» Keep abreast of relevant news

* Don’t ignore issues
* Football program

» Honor code and sexual assault

Copyright © 2019 The Change Leader
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How does the Board communicate with the administration? 
	hour glass model vs. permeable matrix model.  

Don’t lie to me
Don’t surprise me
I can talk with anyone  

In its 2016–17 Public Company Governance Survey, the National Association of Corporate Directors (NACD) explored numerous issues that limit boards' effectiveness, CGMA Magazine (Dec. 21, Amato) states. The poll found six major barriers to a board's ability to oversee company strategy. They range from 
not allocating sufficient time in meetings for strategy discussions 
Difficulty testing the validity of assumptions underlying the strategy
inadequate performance metrics to assess progress
insufficient information about strategy
insufficient understanding of the industry or business environment's effect on strategy, and 
pressure to focus board attention too much on short-term performance matters. 

Gainful employment rules – for profit and not profit

How does XYZ contribute to the mission in the institution?

Only thing worse than not having policies is having them and knowingly or repeatedly violating them




Duty of Care

» Attend Board meetings and conference calls
» Come prepared
* Devote enough time to fully discuss issues
 Participate
» Balance skepticism with positivity
* Question, don’t confront

* Offer solutions, not just criticism

Fulfill special assignments enthusiastically and
competently
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Robyn Bew, NACD's director of strategic content development, remarks, "Boards should ask probing questions, such as what are the incentives in the rest of the organization, what is the philosophy, and how does our long-term strategy cascade down? All that has to be communicated clearly to stakeholders and investors so they can understand what's happening short term and long term." 

Responsibility to actively participate in governance and meetings
Off sites, retreats, informal 

Examples of Howard and Sweet Briar Universities – financial expertise.

Special assignments / committees you are qualified to do



Duty of Loyalty

 Put the university’s interests first
* Practice personal integrity and transparency

* Adhere to the university’s contlict of interest policy and
disclose any conflicts

* Support final Board decisions
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Appearance of conflict of interest and we have our biases

 



Duty of Loyalty

* Put Board policies ahead of committee agendas

 Avoid inappropriate use of university opportunities for
personal gain

 Put personality conflicts aside
* Learn to love your skeptics

* Do not disclose confidential information about the
university and its operations

* Get it in writing as to what can be disclosed

THE CHANGE
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Practicalities of duties of loyalty
Support the decision
Automatic admission
Expensive vacations on university nickel
What if you are on the 5 O’Clock news – how would you justify this.  

Skeptics



Duty of Obedience

* Ensure the university’s compliance with all applicable
federal, state and local laws

* Thoughtful reliance on legal advice of university
counsel is acceptable

* Never hesitate to question

* Ensure the university’s substantial compliance with its

bylaws and duly-adopted policies

» Institution operates the way is should

THE CHANGE
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Ignoring polices – do what I say, not what I do.

Deviations in polices, court
	Accidental ?  Maybe, but


Duty of Obedience

* Act as guardians of the university’s mission
* Oversee the university’s compliance with good
governance principles
* This includes faculty governance and student
organizations
* Tenure
* Research
 Student organizations
* Honor code looks like and enforced
* Support the administration in principled decisions
* Bullying coach firing
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What is the mission.  Do the universities polices and programs support and extend this mission statement?



Board members should

» Familiarize themselves with university bylaws, policies and
mission
* Are the appropriate committees in place and functioning
» Attend Board meetings and conference calls
* Come prepared and weigh in
* Broadly manage university finances
» Fundraising
* Financial controls in place
* Audit committee
* Risk management

Institution culture

THE CHANGE
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Possible board committees

* Executive Committee

* Finance Committee

¢ Audit Committee

* Academic Affairs Committee

* Nominations and Governance Committee
* Fundraising Committee

 Strategy and Risk Committee

* Seminary Life

THE CHANGE
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It's not the board'’s role to micromanage but...

"You know, I REAL-L-L-L-L-Y hate it
when he micromanages.”



Presenter
Presentation Notes
Effective board don’t micromanage


This model doesn’'t work either . ..

T SECOND THE MOTION THAT WE
KEEP A LON PROFILE.




WSCUC Board member qualifications

* Expertise of board members

* Commitment to the institution

* Knowledge of higher ed
 Financial skills and knowledge

* Board experience and development
 Publication of qualifications

THE CHANGE
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Skills matrix
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Facilities &
Real Estate

HR/
OD/Culture

IX

Governance

International
Relations

Strategic
Alliances

Ills matr

Sk

Marketing

Finance
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WSCUC Board independence

* The governing board demonstrates sufficient independence to ensure
that all board actions are taken in accordance with the institution’s best
interests and those of the students it serves. Decisions reflect a balancing
of interests and priorities consistent with the institution’s mission and
related fiduciary responsibilities (such as asset protection, employee
concerns, concerns of students and families, and interests of the
community), giving appropriate attention to both short-term and
long-term needs. The governing board must not be effectively
controlled by a minority of board members or by related entities.

* For an institutional governing board to be considered independent,
a majority of its members may not have interests that influence their
impartial decision making, create multiple and potentially
conflicting relationships, or result in competing loyalties.

THE CHANGE
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WSCUC Board independence

* In demonstrating independence, a majority of the voting members and
members of a quorum for action of the governing board, including the
chair and each committee or other subordinate deliberative body
with delegated fiduciary or advisory authority, must meet the
following requirements

e Financial interest
* Compensation
* Ownership

¢ Undue influence

e Renumeration

THE CHANGE
Copyright © 2019 The Change Leader LEADER, INC


Presenter
Presentation Notes
1. Financial interests: Must be free of any direct or indirect contractual, employment, personal or familial financial interest in the institution or its actions. For example, a board member who has a contract with the institution to provide architectural services will have a conflict in approving new facilities projects, a campus master plan, or a budget that impacts allocations supporting such services.
2. Compensation: Must not be compensated as an employee or other contracted party by the institution or a related entity. For example, an employee board member may have an interest in increasing his or her compensation, or a representative of a related party may feel obligated to decide matters in the interest of the related party in order to maintain related party compensation. 
3. Ownership: Must not have an ownership interest in the institution (e.g., own stock or shares or any similar equity interest, if the institution is a for-profit entity). For example, a board member who owns stock may have an interest in maximizing corporate profits and earnings that are enhanced by keeping enrollment high and costs low. This interest may conflict with the need for the educational institution to deny admission to unqualified applicants or to provide funding for improvements in the academic or student support areas.
4. Undue influence: Must be free of undue influences from external or internal parties/groups. For example, a representative of a sponsoring church may have an interest in promulgating religious beliefs at the institution even when doing so conflicts with academic freedom or faculty’s authority over academic programs.
5. Remuneration: Must not receive compensation for board participation in an amount that causes a potential conflict of interest, exclusive of reimbursement for travel, lodging, meals and other incidentals associated with attending meetings. Modest stipends that are not substantial enough to provide an incentive to serve or maintain a position on the governing board are permitted.


WSCUC Board independence -
Determination

* In making determinations relating to the independence of an
institution’s governing board, the objective of the Commission is to
determine whether the structure, manner and history of governing board
operations demonstrate that the board, as a deliberative and decision
making body, is not actively impacted by or is otherwise reasonably
protected against conflicting relationships, competing loyalties, and
other interests that serve as a diversion from the governing body’s
required pursuit of the best interests of the institution.

*  The Commission will place more weight on governance structures where an
institution’s history of operations is scant or where an institution
undergoes a restructuring, change of ownership or sponsorship.

THE CHANGE
Copyright © 2019 The Change Leader LEADER, INC



WSCUC Conflicts of interest

¢ Definition
* Potential conflicts
» Employees of the educational institution.
e Shareholders or owners of the educational institution.

 Persons with an ownership or investment interest in any entity
that has a transactional, contractual or other financial
arrangement with the educational institution.

 Persons with contractual or other compensated relationships
with the educational institution (such as the employee of a bank,
the college’s lawyer or a consultant to the college).

» Persons who are appointed to the board by another entity with

which they have ties that might jeopardize their independence.
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 A conflict of interest exists, with regard to a proposed action of the governing board, or any committee with delegated authority of the governing board, where a reasonable person, having knowledge of all the relevant circumstances, would conclude that a board member or a member of the board member’s family, or the board member’s friends or associates, have an interest that may compel the board member to take action that (1) is incompatible with the board member’s duty to the institution, or (2) would result in financial gain. 


Board members have an ethical responsibility and duty to disclose their interests and, where the board member has an actual or apparent conflict with an action of the board, to refrain from participating in discussions about or voting on any matters that relate to the conflict. Regardless of any legal duty, board members are expected to act as though such a legal duty is present. In all cases in which a potential conflict may exist, the interested board member ensures that the conflict has been clearly and promptly disclosed to the board. 

Governing boards publish their conflict of interest policies, and as a best practice will circulate the policies annually to the entire board, and obtain annual signed statements from each board member. By signing the policy, members agree to disclose potential and actual conflicts and to act in accordance with the policy when discussing or voting on the subject of the conflict. All board members, especially the chair and other officers, are mindful of known board member conflicts and invoke the policy as situations arise, noting in minutes any recusals, absences and abstentions resulting from conflicts. If a conflict arises between the times when statements are normally reported to the board, a member advises the chair of the conflict. 


WSCUC How to deal with conflicts

* Recusing
* Board chair - a special case
* Contflict of interest policies

* Compensation of board members

THE CHANGE
Copyright © 2019 The Change Leader LEADER, INC


Presenter
Presentation Notes

 Generally, interested members recuse themselves when such matters are being discussed. 

Concerns can also arise when the board chair is responsible to a related entity, such as a religious institution. The board chair has a special leadership role, which may include setting agendas, making appointments, and leading discussions, and therefore can wield more influence than other board members. Whatever loyalties the board chair may have to other entities, the board chair is expected to act in the best interests of the educational institution when acting as board chair. The board chair does not have extensive authority to act alone but ordinarily acts with the advance approval and consent of the board or the board’s executive committee and respects limits on the chair’s authority as set forth in the bylaws or comparable organizational documents. Finally, a serious potential conflict exists if one person serves simultaneously as board chair of two institutions of higher education, which may be competing for students, faculty, and/or resources; therefore, this practice is discouraged. 


Board miscellaneous as per WSCUC

* Multiple boards
e Commission actions

«  WSCUCs Eligibility Criteria (in particular EC 7 — governance) and
the 2013 Standards of Accreditation (in particular CFR 3.9 -
independent governing board) call for institutions to have
governing boards with appropriate autonomy and relative
independence, respecting limitations of law and federal government
regulations. Other relevant CFRs include: CFR 1.5 (autonomy from
external entities) and CFR 3.8 (CEO responsibilities to the
institution). For institutions that have an affiliation with another
entity, such as a corporate parent or church sponsor, the Related
Entities Policy includes a discussion of board governance issues.

THE CHANGE
Copyright © 2019 The Change Leader LEADER, INC


Presenter
Presentation Notes
The Commission will make all determinations regarding board compliance with the minimum requirements for independence, adherence to responsibilities or other aspects of this policy or related WSCUC Standards in its professional judgment and in consideration of any facts and circumstances it deems material. In deliberating such action, the Commission may consider all information before it at the time of deliberation.


summary
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Orchestrating these shifts, in collaboration with the full board, requires a new leadership quality 




Board members should

» Think strategically, not tactically
» Attend to good governance
 Transparency
* Accountability

» Disclose real and potential / appearances of conflicts
of interest

* Respect the administration
 Bring best judgment to all Board actions
* Recommit regularly to their duties

* Board tenure .
THE CHANGE
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Healthy turnover


Effective boards

 Fulfill their fiduciary duties

* Foster courtesy and candor

» Ask great questions without micromanaging
* Consider their constituencies

* Help the administration succeed

* Think strategically for a sustainable future

THE CHANGE
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Rapid changes going on right now and into the future


Every board has challenges

* Unhealthy board culture
 Disengaged/accusatory board members or chair
» Personality conflicts
* Unproductive board meetings
 Lack of vision
* Inadequate training
* Strained relations
* Administration
 Faculty
* Donors

THE CHANGE
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“In hindsight, | believe that our oversight was
shortsighted, at least that's my insight.”

CartoonStock.com




Questions



Thank you for your participation!

Drumm McNaughton, PhD
The Change Leader, Inc.
(505) 369-1159 (O)

(760) 740-0200 (M)
drumm@thechangeleader.com
http://thechangeleader.com
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