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More than 170 directors joined
KPMG leaders, governance experts,
and speakers in Orlando for the
largest ever KPMG Board Leadership
Conference. Directors heard the
latest thinking and practical
takeaways on the issues driving
board agendas in 2019 and took
deep dives on committee-specific
topics in breakout sessions and
peer exchanges.

Lynne Doughtie

© 2018 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

Economic and geopolitical outlook
Constance Hunter, KPMG’s chief economist, and
Admiral James Stavridis (Ret.), former NATO
Supreme Allied Commander, a corporate director,
and an operating executive of The Carlyle Group,
shared their views on the economic and geopolitical
outlook shaping the business and risk landscape in
the year ahead.
With a base forecast of slower global economic growth
in 2019 and into 2020, Hunter noted that domestic and
global headwinds are increasing—and there is now more
headwind than tailwind. Key risks to the economic outlook
include climate volatility, China’s economic challenges, trade
tensions, Brexit, and emerging market debt. “We see
some real clouds on the horizon,” Hunter told directors.
Given the tremendous uncertainty facing companies
today, she emphasized the need for boards to frame their
agendas to help ensure that the company is prepared for a
potential economic downturn—and possible recession.
But Hunter added that any recession will likely be very
different than 2008.

On the geopolitical front, Stavridis predicted continuing
turbulence, fueled by several factors, including the slowing
global economy, Brexit, conflict in the Middle East, “Asia’s
cauldron” (Iran, Russia, and China), and climate change,
that could increase geopolitical tensions. But Stavridis said
cybersecurity—and in particular the vulnerability of the U.S.
power grid—is what “keeps him up at night,” and should
be a top concern for boards. While there is turbulence
ahead, Stavridis sees opportunities to improve chances for
security. “We can listen better, and we can educate.” And he
emphasized that business and political leaders need to read.
Longer term, Stavridis expects India to become an
enormous political partner for the U.S. in this century—and
potentially, a more important nation than China because of
demographics and India’s growing population. This century
will be remembered for the rise of China, the rise of India,
the rise of women, and the rise of biology and how it impacts
us. According to Stavridis, “there is reason to be cautiously
optimistic.”

Constance Hunter
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Admiral James Stavridis (Ret.)
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CEO perspective
Matthew Rose, executive chairman of BNSF Railway,
a director of AT&T and Fluor, and chairman of the
Federal Reserve of Dallas, shared his views on the
challenges facing CEOs today and the board’s role
in supporting the CEO in a fireside chat with Jeffrey
Cunningham, professor of Global Leadership at
Arizona State University’s Thunderbird School of
Global Management and editor-at-large of Chief
Executive magazine.
In Rose’s view, the demands on CEOs today are different
today than 10 or 15 years ago. While CEOs have always
been accountable for strategy development, execution,
and delivering shareholder value, today they are also held
accountable for a broad range of environmental, social,
and governance issues, technology leadership, diversity,
and, of course, total shareholder return (TSR). “It’s a huge
list.” At the same time, CEOs operate in an environment of
dramatically increased transparency and outside influences
that make the job more difficult. And while some investors
focus on long-term performance and value creation, analysts
continue to focus on quarterly earnings.

“The board has three responsibilities: hire the CEO; monitor
implementation of the strategic plan, and, if need be, fire the
CEO,” Rose said. The board should select a CEO “based on
the culture the company has or wants.” He also stressed
the importance of board exposure to employees a level
or two below the CEO and CFO as part of the succession
planning process.
Rose closed by discussing the need to restore society’s trust
in business: “Our society no longer appreciates the value of
American business.” Among his suggestions to restore trust:
Have leadership and a workforce that reflects the diversity
of the society in which you operate, and continually remind
business leaders and employees that “we can’t afford to lose
a shred of reputation.”

“Our society no longer
appreciates the value
of American business...
we can’t afford to lose
a shred of reputation.”
– Matthew Rose

Jeffrey Cunningham
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Board engagement in strategy

Dennis Whalen, Dona Young, Jeffrey Cunningham, Peter Gleason

Given the dynamic operating environment, oversight
of strategy remains a critical challenge for boards.
A panel of directors and governance professionals
highlighted differing views on the appropriate level
and nature of board engagement in strategy and
emphasized the importance of the lead director or
independent chair working with the CEO and board
to determine the right level of engagement and
dynamics.
While at the end of the day the CEO and management
team own the company’s strategy, panelists agreed that
it’s becoming increasingly common for boards to have
deeper engagement on strategy. Increasingly complex and
disruptive business conditions demand it, investors and
other stakeholders expect it, and lead directors are uniquely
positioned to create the right level of engagement and
facilitate quality boardroom discussions on strategy. “The
real endpoint is for the board to evaluate the strategy,” noted
one of the panel members. “That requires thinking about the
future and understanding the forces impacting the business
and the industry.”

While the extent of board engagement and the lead
director’s role will vary by company, to help facilitate board
engagement in the process—from strategy development
and evaluation, to monitoring execution and recalibrating as
necessary—panelists emphasized the importance of board
involvement early-on with clear expectations for how the
board will engage in strategy and how management will
support board engagement. Among the questions directors
might explore: What degree of confidence do we have in the
strategy process? Are management’s assumptions sound?
How do we test them? What strategic options or alternatives
were considered but not chosen, and why? Is the CEO
comfortable with the board’s level engagement in strategy?
Although strategy is supposed to be long term by design,
panelists noted that agility is important. As one director said,
“You have to have clarity about your destination, but you also
need the ability to adjust along the way.” Another added,
“focus on ruin, not just risk.”
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Technology, digital disruption,
data risk, and privacy
Technology is at an inflection point. As one
panelist noted, “We’ll see more augmentation than
automation for a while, but as technologies begin to
build more technologies, the acceleration curve will
be significant.” This massive disruption will translate
into tremendous opportunities and significant risks,
which will require boardroom conversations about
technology disruption and data security and privacy
to change.

Boards need to ask: How are the organizations that are
collecting personal data using it? Is data being shared with
third parties? What controls exist around its collection and
use? As highlighted by a major casino that was hacked
through a temperature sensor attached to a fish tank in its
lobby, boards should ask whether the convenience of a
particular data sensor is worth the risk. Finally, it’s important
to remember that all data are not equal. The highest security
resources should be allocated to the company’s most
important data—the company’s crown jewels.

Cybersecurity and technology transformation should be
considered hand in hand. And boards need to ask broader
questions about the new digital civilization that’s emerging:
What’s possible and what’s at risk?

As boards help their companies navigate the upside and
downside of new technologies, leveraging cross-functional
teams with a broad range of skills and experience is crucial.
As one executive noted, “Technology is fabulous, but it can
also be dangerous and it can be weaponized.” By bringing
a diverse group of people into the conversation, companies
can draw on their respective areas of expertise to help the
company make better decisions and use data in a more
efficient manner.

The proliferation of sensors and the Internet of Things (IoT)
is creating huge amounts of personal data and a vast number
of new vulnerability points for hackers to exploit. The
convenience and efficiency that new apps and devices offer
consumers and businesses are compelling, particularly as
5G technology comes online—but they’re moving
organizations to a whole new level of data security risk.

Tarun Sondhi
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Todd Lohr
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Long-term performance
Seven questions
every CEO should
be able to answer

1
2

What are the key risk factors and mega trends
(such as climate change) your business faces over
the next three to seven years and how have these
influenced corporate strategy?

Stephen Brown

F. William McNabb

How do you identify your financially material
business issues and which frameworks do you
use for reporting on these issues? How do
these figure into your future strategy and capital
allocation plans?

Communicating the company’s long-term strategy
to investors has become increasingly important as
public company ownership has shifted to a broad
swath of large institutional investors who are
long-term holders, often with diverging views.
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“We believe that companies should be able to state what
their strategy is and what outcomes they expect,” said Bill
McNabb, former chairman of Vanguard and chair of CECP’s
Strategic Investor Initiative. “They should be able to tell
you what the important factors and measures are that
show performance and they should be able to explain their
non-GAAP measures.”

4
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“Companies should be
able to state what their
strategy is and what
outcomes they expect.”
– Bill McNabb

How do you describe your corporate purpose
and how do you help your employees share your
vision for the company’s role in society? How
does this shape your long-term strategy? How does
your future strategy act upon this purpose?
How do you manage your future human capital
requirements over the long-term and how do
you communicate your future human capital
management to your investors?
What is the corporation’s framework/strategies
for interacting with its shareholders and key
stakeholders?
How will the composition of your board (today
and in the future) help guide the company to its
long- term strategic goals?

What is the role of the board in setting corporate
strategy, setting incentives for and overseeing
management? How does the corporation ensure
a well-functioning and diverse board accountable to
its key stakeholders?

Source: CECP’s Strategic Investor Initiative 2018
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State of the boardroom:

Shareholder vs stakeholder primacy
Observers, including Marty Lipton of the law firm
Wachtell, Lipton & Katz, have noted a shift in
the governance landscape in recent years from
shareholder primacy (corporations should maximize
profits for the benefit of shareholders) to stakeholder
primacy (corporations should be managed in the
public interest, considering employees, customers,
suppliers, communities, the environment, the
economy, and the public interest generally, as
well as the shareholders).

Elson views the debate between shareholder and
stakeholder primacy as somewhat a matter of semantics,
since he believes the shareholder primacy model and
its emphasis on total shareholder return must consider
stakeholder interests to achieve TSR and long-term value
creation. “What is in shareholders’ long-term interest? Keep
your customers and workforce happy, have a community that
likes you. Otherwise, the company can’t make a profit. The
objective isn’t to make everyone happy. The key is to make
sure the company has the right strategy and is effectively
run,” Elson said.

In a January 2018 letter to public companies, Laurence
Fink, chairman and CEO of BlackRock similarly wrote, “To
prosper over time, every company must not only deliver
financial performance but also show how it makes a positive
contribution to society. Companies must benefit all of their
stakeholders, including shareholders, employees, customers,
and the communities in which they operate.”

Sale noted that the shift is happening amid a number of
high-profile governance failures. “Boards need to do a better
job of challenging management effectively,” she said.
Boards should widen the scope of the interests they consider
and “understand when stakeholder interests are critical to
the long-term success and growth of the business,” Sale
said. “It’s important not just to ask questions but to question
the answers.”

This shift was the subject of a discussion moderated by Tom
Kim, partner of Sidley Austin, with Charles Elson, a corporate
director and director of the John L. Weinberg Center for
Corporate Governance at the University of Delaware, and
Hillary Sale, law professor at Georgetown University and
affiliated faculty at Georgetown University’s McDonough
School of Business.

Thomas Kim
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Elson and Sale both highlighted the importance of board
diversity and leadership. Boards should include a diverse
group of directors with diverse experiences and skills who
understand the company’s strategy and how stakeholder
interests are linked to the success of that strategy. Directors
need to ask questions, be independent of management,
have a stake in the game, and have the courage to speak up
if they see something wrong.

Hillary Sale

Charles Elson
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Talent, diversity, culture, and the
workforce of the future
Talent, diversity, and culture permeated all facets
of the conference discussions. Whether it’s dealing
with disruption, overseeing cybersecurity risk,
or questioning whether changes in the business
environment require a shift in strategy, speakers
and panelists reiterated the importance of having a
diverse set of experiences and skills in the boardroom
and throughout the organization to drive better
outcomes, and cultivating and reinforcing a culture
that supports execution of the company’s strategy.

Throughout the conference, Grant, Williams, and others
underscored the importance of hiring for cognitive diversity—
finding people who can add value by bringing something
different to the conversation.

As part of a discussion about talent and hiring, Wharton
professor and author Adam Grant cautioned that the term
“culture fit,” frequently used as a way to assess whether a
candidate is the right hire for a position, can become a
“proxy for groupthink.” Facebook Global Chief Diversity
Officer Maxine Williams echoed a similar sentiment in a
luncheon discussion
about the challenges of
addressing diversity.

She also encouraged leaders to consider both quantitative
and qualitative data as part of their diversity metrics, and to
“Be bold, be intentional, and make it everyone’s issue.”

“‘Fit’ is an easy way to
mask bias,” Williams said.
“Be clear about what
adds value versus random
preference.”

Adam Grant

Maxine Williams

Because the sensitivity around diversity-related issues can
make those conversations personal, Williams acknowledged
that a “fear of saying the wrong thing” can lead people to
avoid discussing the issue. To encourage the conversation,
Williams offered three tenets: presume good intent, be
respectful in all communications, and be forgiving if someone
makes a misstep.

Throughout the conference, attendees discussed ways to
enhance board oversight of corporate culture and to gauge
whether the culture supports the execution of the strategy.
During a breakout discussion on culture, panel members
stressed the need for the board to understand how the
company defines its culture and to receive metrics on
various cultural indicators, such as employee and customer
surveys, hotline complaints, and lawsuits. But that doesn’t
mean boiling the ocean. “Pick the indicators that are
most important to the company and follow them with the
management team,” one director said.
It’s also important to supplement information provided by
management with directors’ firsthand observations of the
company’s culture in action. A number of directors say they
make it a point to spend time engaging with employees
outside of the C-suite. As one director put it, “You can’t
assess the mood in the middle or the buzz at the bottom if
you are spending all of your time with the people at the top.”
If management pushes
back or discourages
directors from asking
questions or speaking
with workers, it should
raise a red flag to
dig deeper.

Susan Angele, Bradley Strock, Phyllis Campbell, Michael Marquardt
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Hot topics for board committees
In breakout sessions and peer exchanges, conference attendees discussed hot topics and ongoing
challenges for compensation, nominating and governance, and audit committees in the year ahead.

Nominating and governance

Compensation committee

– Governance as a skillset – Being an effective director—
overseeing, guiding, and evaluating management—“is
both art and science. It’s about going deep enough, but
not too deep—and it takes time and education to develop.”
“What worked as a CEO or operating executive often
doesn’t work in the boardroom.” Think of directorship
as a profession.
–O
 nboarding and mentoring – Effective onboarding is
well-designed and accomplished over time, not a oneand-done session. “Having a mentor—a buddy system—
can really accelerate a new director’s learning curve.”

– Maintaining alignment of strategy and incentives – As
the company’s strategy evolves, are compensation plans
keeping pace? It’s easy to lose sight of that alignment.
Are the performance metrics still the right ones?

–C
 ommittee chair succession – “Committee chairs are
boardroom leaders. Filling those roles should get the
same attention as board and C-suite succession.”
Consider having an “understudy” who is prepared and
ready to rotate into the role.
– Interaction between meetings – Lots of director
interaction between meetings is vital. “Dinners and
informal time outside of board meetings are where some
of the most candid discussions happen. Don’t leave those
opportunities to chance. Build them into the board’s
routine and make sure those views are weaved into the
formal board discussions.”
–B
 oard succession and diversity – “Groupthink is one
of the greatest risks companies and boards face today.
Having a wide range of views and perspectives around
the table is simply smart business.” Investors, proxy
advisors, and other stakeholders increasingly expect a
matrix that maps a board’s skillsets.
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– Implications of disruption and transformation –
“Anticipating all the changes ahead, our comp committee
has more of an HR lens than ever before.” Seismic shifts in
technology and business models may require different skills
in the C-suite and throughout the organization. “Are the
people in the organization growing the way they should?
Is management doing enough to ensure that the right
people are redeployed, retrained or replaced?”

– The recession factor – Is the company prepared for how
an economic recession—which some economists are
forecasting for late 2019 or 2020—may impact talent and
compensation-related issues, e.g., performance metrics,
stock options/rewards, and potential downsizing?
– Culture and incentives – “Are compensation and
incentives focused on behaviors or just results?” “You
need to have honest conversations about culture. Has the
company responded appropriately to #MeToo? Have we
undercommunicated? Have employees overcorrected?”
Culture is dynamic and needs to be monitored as people,
strategy, and marketplace conditions change.
– Revisiting clawbacks – #MeToo,
reputational risk, and leadership
crises are causing companies to
reassess and potentially expand
clawback policies. “Consider
whether clawbacks should go
beyond financial restatements, and
whether ‘termination for cause’
should cover more issues.”
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Audit committee
– Mission creep – Audit committees continue to
shoulder heavy risk agendas. With cybersecurity; regulatory
compliance; global supply chains; and environmental,
social, and governance risks becoming more complex and
demanding, it’s a good time to reassess the committee’s
workload. “Audit committees shouldn’t be the default
risk committee. Risk oversight responsibilities should be
intentional, coordinated among committees, and revisited
every year.”

– Culture and tone – Culture is a full board issue, but
the audit committee can help focus on the alignment of
behaviors with values, strategy, incentives, and controls.
“Tone at the top isn’t hard to see; it’s the middle and the
bottom that’s tough to gauge.” Walking the halls, visiting
locations, and detailed reporting of culture indicators such
as employee engagement and turnover are helpful. “We’re
starting to use a culture dashboard that flags issues that
may need a closer look.”

– Cybersecurity – The IoT continues to escalate the “difficult
tradeoffs between innovation and data security. All you
can do is do the blocking and tackling, and be ready to
respond when a breach happens.” “You should typically be
uncomfortable after a cyber update from your CIO—and
if you aren’t you may need a different person in that job.”
Consider isolating company’s most sensitive data, and
periodically assess board’s own cyber-hygiene—i.e., use
of board portals versus emails to communicate, as well as
risks posed by directors’ personal social media use.

– Non-GAAP disclosures – The audit committee should be
having robust discussions with management about the

selection and use of nonGAAP measures and other
key operating metrics. How
does the company decide
which metrics to use?
Who drives the process?
What types of controls are
in place? “Investors are
going right to the non-GAAP
information, so it needs to
be right and consistent.”

Jose Rodriguez

– Critical Audit Matters (CAMs) – Companies should
be doing pilot runs with their auditors to see what that
process looks like. “Based on what we’ve seen with
expanded audit reports in Europe, being clear, concise,
and compliant with the regulatory requirement is not a
simple exercise. You need a really good protocol.” It’s
important to understand the CAMs content in the context
of the disclosures in the financial statement…the audit
report shouldn’t be a source of information incremental to
management’s disclosures.” “Regulators aren’t looking for
boilerplate, but it may be helpful to ask your auditor how
your company’s CAMs compare to industry peers.”

– Global tax landscape – Audit committees should continue
to monitor changes in the global tax landscape—from
clarifying regulation/legislation in the post-tax reform
environment in the U.S. to base erosion and profit shifting
(BEPS) initiatives and proposals on the taxation of the digital
economy from the OECD, the European Commission,
and the UK. “Tax risk and audits should be a key area of
focus for audit committees of multinationals, who face an
increasing number of tax controversies from tax authorities
around the world.”

– Tapping internal audit – Audit committees should help

Frank Casal, Cynthia Fornelli, Thomas Kim, Sherry Smith

ensure internal audit is focusing on key risks beyond
financial reporting and compliance. Work with the chief
audit executive to help identify the risks that pose the
greatest threat to the company’s reputation, strategy, and
operations and help ensure that internal audit is focused
on those risks and related controls.
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Conference speakers
and panelists
Claudia Allen

Lynne Doughtie

Senior Advisor, Board Leadership Center, KPMG LLP

Chairman & CEO, KPMG LLP

Susan Angele

Theodore Dysart

Senior Advisor, Board Leadership Center, KPMG LLP

Vice Chairman, Heidrick & Struggles

Robert Arning

Charles Elson

Chairman, KPMG Foundation, KPMG LLP

Director, Encompass Health Corp.
Director, John L. Weinberg Center for Corporate Governance,
University of Delaware

Stephen Brown
Senior Advisor, Board Leadership Center, KPMG LLP

Phyllis Campbell

Cynthia Fornelli
Executive Director, Center for Audit Quality

Director, Alaska Air Group Inc., JPMorgan Chase & Co.,
Horizon Air

John Gimigliano

Frank Casal

Principal in Charge, Federal Legislative & Regulatory Services,
KPMG LLP

Vice Chair, Audit, KPMG LLP

Manal Corwin

Peter Gleason
President & CEO, National Association of Corporate Directors

National Service Line Leader, International Tax and Principal in
Charge, International Tax Policy, KPMG LLP

Adam Grant

Jeffrey Cunningham

Professor, Wharton School of the University of Pennsylvania,
Author

Professor of Global Leadership, Arizona State University
Thunderbird School of Global Management
Editor-at-Large, Chief Executive

Constance Hunter
Principal and Chief Economist, KPMG LLP

Gerald Czarnecki

Thomas Kim

Director, BKE Inc., ECO Building Products, Jack Cooper
Holdings Corp.
Chairman & CEO, Deltennium Group

Partner, Sidley Austin LLP

Kenneth Daly
Senior Advisor, Board Leadership Center, KPMG LLP

Evelyn Dilsaver
Director, Health Equity, Tempur Sealy International,
Blue Shield

Todd Lohr, Nishit Madlani, Ayse McCracken, Dana Telsey
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Arthur Kohn

Sherry Smith

Partner, Cleary Gottlieb Steen & Hamilton LLP

Director, Deere & Co., Piper Jaffray and Company,
Realogy Holdings Corp., Tuesday Morning Corp.

Jannice Koors
Senior Managing Director and Western Region President,
Pearl Meyer & Partners

Tarun Sondhi

Todd Lohr

Admiral James Stavridis (Ret.)

Principal, Technology Enablement & Automation, KPMG LLP

Director, American Water Works Co. Inc., Neuberger Berman
Operating Executive, The Carlyle Group

Nishit Madlani
Lead Analyst, Corporate Ratings, Standard & Poor’s

Pamela Marcogliese
Partner, Cleary Gottlieb Steen & Hamilton LLP

Michael Marquardt

Principal, Cyber Security, KPMG LLP

Bradley Strock
Director, Elevate Credit Inc.

Dana Telsey
CEO & Chief Research Officer, Telsey Advisory Group

Director, International Assurance Group SAS, Commonwealth
Trust Company, PT AA International Indonesia
CEO, Global Kompass Strategies

John Trentacoste

Ayse McCracken

Leader, Board Leadership Center, KPMG LLP

President, eNNOVATE Health Ventures LLC

Partner & Chief Operating Officer, Farient Advisors

Dennis Whalen
Maxine Williams

F. William McNabb

Global Chief Diversity Officer, Facebook

Chairman (retired), Vanguard
Director, United Health Group

Mary Winston

Jose Rodriguez
Leader, Audit Committee Institute, KPMG LLP

Matthew Rose

Director, Acuity Brands, Domtar Corp., Dover Corp.
President, WinsCo Enterprises

Dona Young
Director, Foot Locker Inc., Aegon NV

Director, AT&T, Fluor Corp.
Chairman, Federal Reserve Bank of Dallas
Executive Chairman, BNSF Railway Co.

Hillary Sale
Professor of Law, Georgetown Law
Affiliated Faculty Member, McDonough School of Business
at Georgetown University

Megan Smith
CEO, shift7

Claudia Allen, Evelyn Dilsaver, Pamela Marcogliese
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Conference host
About the KPMG Board Leadership Center
The KPMG Board Leadership Center champions outstanding governance to help
drive long-term corporate value and enhance investor confidence Through an array
of programs and perspectives—including KPMG’s Audit Committee Institute,
the WomenCorporateDirectors Foundation, and more—the Center engages with
directors and business leaders to help articulate their challenges and promote
continuous improvement of public- and private-company governance. Drawing on
insights from KPMG professionals and governance experts worldwide, the Center
delivers practical thought leadership—on risk and strategy, talent and technology,
globalization and compliance, financial reporting and audit quality, and more—all
through a board lens.
Learn more at kpmg.com/us/blc.

Conference sponsor
National Association of Corporate Directors
The National Association of Corporate Directors (NACD) empowers more than
20,000 directors to lead with confidence in the boardroom. As the recognized
authority on leading boardroom practices, NACD helps boards strengthen
investor trust and public confidence by ensuring that today’s directors are
well prepared for tomorrow’s challenges. World-class boards join NACD
to elevate performance, gain foresight, and instill confidence. Fostering
collaboration among directors, investors, and corporate governance
stakeholders, NACD has been setting the standard for responsible board
leadership for more than 40 years.
To learn more about NACD, visit www.NACDonline.org.
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Aligning near-term goals
with long-term value
Save the date
KPMG Board Leadership Conference

January 6–8, 2020
Park Hyatt Aviara
San Diego, CA
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