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1) Key governance issues 
Imbalance of power between board and CEO:

· Brian Johnson owns a significant part of the company’s equity and is most likely extremely influential. But granting himself a promotion and an additional 4.5% stake in the company is somewhat of a conflict of interest. 

· Appointments to the board should be made by the board’s nomination committee or by shareholder, not by the CEO

· CEO should not dictate board meeting agendas and draft board resolutions, these should be drafted by the Chairman and/or the board

· Maurice Gagnon, ex-chairman of the board, should be resigning to the board, not to the CEO. 

Board independence and objectivity

· CEO should not act as Chairman of the board (and potentially not even sit on the board to ensure board neutrality), as proposed in the board resolution
· Jenifer Smith, being promoted to a named executive, should not be sitting on the board to preserve independence and objectivity of the board

Lack of succession plan
· There does not appear to be a succession plan in place for board members since nominations were done ad-hoc by the CEO. 

· It is likely that there is not much succession planning in place for the company’s executives as well.

Information asymmetry between board and executives, disclosure and timeliness of sharing
· This notice was sent only 3 days before the board meeting, this leave very little time for interpretation and information synthesis by board members. 
· Update on competitive intelligence only provided at board meeting; this information might be worth sharing prior to the board meeting to let board members interpret it and question it at the meeting if required.
· There is no reason provided as to the causes for dismissal of Mr Guy Tremblay.

· There is no reason provided as to the motivations of Mr Gagnon for stepping down as Chairman of the board

Ineffective Compensation

· Compensation should be made to motivate behavioral alignment with strategic goals; there is a proposal to grant over 7% of the company’s equity as “reward for promotion”. This is a significant amount of equity that might be better invested as a bonus for achieving long term goals.
· The option grants proposed are not linked to the achievement of any KPIs (short or long term goals) nor risk management
Minimalistic compliance
· Miss Smith, although no longer restricted by OSC to be an executive, committed her infractions only 4 years ago. This poses a risk of repeated doubtful behavior. It might be advisable to go beyond the bare minimum required by law and carefully consider if she should sit on the board.
Shareholder’s financial interest

· Miss Smith’s presence, both as a named executive and potentially as a board member could generate negative press during the IPO process and significantly impair IPO pricing. She should be voted in place after IPO for 2 reasons: first to ensure that the IPO price is not affected by negative press because of her recent inappropriate behavior and secondly to allow future shareholder to vote on the risk of having her as an executive

2) Describe what you would do to deal with each of the issues you have identified?

a) Before the meeting:

· Reach out to the Lead Chair (if any), or other board members in order to:

· Discuss the issues listed above

· Potentially draft a new board meeting agenda to discuss the issues above. If not feasible in such a short notice, propose to postpone board meeting

· Reach out to the CEO and:

· Discuss the concerns outlined above

· Request that he forwards strategic action plan as well as reason for termination of Mr Tremblay and resignation of Mr Gagnon
b) At the meeting
Recommend that a Corporate Governance committee be established who’s mandate would be to:

· Implement best practices in corporate governance (not just minimal comply or explain regulatory compliance) 

· Setup succession plan for Board members and executives
Recommend that a HR committee be put in place to:

· Determine and document skills required to sit on the board

· Accept resignation of board members and nominate potential new members (or define process for transparent and non-biased nomination)
· Establish compensation plan that will align executive behaviors with company’s strategic goals and encourage reasonable risk taking

Propose to elect the Lead chairman or an independent board member as interim Chairman of the board until after completion of the IPO. His mandate will also include engaging the board to determine the most appropriate permanent candidate (if possible an independent board member, but it could also be the CEO if deemed appropriate).

The interim Chairman’s mandate will also include defining board meeting agendas.

Categorically reject the nomination of Miss Smith both as a named executive and board member until after the IPO.

Recommend that Miss Smith not be made member of the board due to her past issues. This could be re-visited in a few years, and if deemed appropriate, submitted to voting of all shareholders once the company is public.
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Memo to:
Board of Directors

From:

Brian Johnson



President & CEO

Date: 

August 1, 2014
Re: 

Proposed Organizational Changes

Maurice Gagnon has served Global Tech since founding this organization in 1967 as a young electronics engineer.  Today, Maurice has advised me that he must step down as Chairman in order to pursue his retirement dreams and travel plans.  This news must be placed in context as it precipitates a number of organizational changes I have been considering for some time.

As we plan for our IPO in Q4 2014, Global Tech is engaged in a real battle in the marketplace. In fulfillment of our “Crush the Competition” Strategy, we are aggressively pursuing potential acquisition targets.  This includes key competitors, some of whom are seriously contemplating merging. An update on the competitive intelligence we have obtained will be provided in my business overview at our Board meeting on August 5, 2014.

We are also currently faced with a war for talent in our industry and related industries. Search firms are after our people at all levels and, I am sorry to say, we have lost quite a few key players to date.  We are working hard to retain and build our strong talent pool in preparation for our IPO. 

This memo deals with some major Board and organizational changes that will position us for success:

1. The promotion of Jennifer Smith from Executive VP Technology and New Product Development to President and Chief Operating Officer. Jennifer has been a rising star in this industry and is highly qualified to lead the execution of our strategic plan going forward.  I also recommend that she fill the Board vacancy left by Maurice Gagnon’s retirement.  I am concerned that we will lose her in this market.  Search firms and competitors recognize that she has all the right ingredients to build a start-up into a solid commercial enterprise.  

2. I will maintain my role as CEO and replace Maurice as Board Chairman.  As such, I will be well positioned to bring value to Global Tech in three key areas: 

a. Leading our IPO efforts

b. Securing the right partners via strategic alliances and acquisitions

c. Ensuring good corporate governance at today’s high public company standards

3. Anne Price will be promoted from Director, Human Resources to Vice President, Human Resources, replacing Guy Tremblay who I have decided should pursue other interests.  This move will provide a home-grown solution and focus on our key people challenges.  Anne has distinguished herself in supporting managers as they develop their people. She is also a “heat-seeking missile” when it comes to recruiting talented people.

For the sake of transparency with the Board – and to clear the air regarding concerns some of you have raised in the past about Jennifer Smith – I wish to point out that Ms. Smith was suspended by the Ontario Securities Commission for a period of three years during which she could not serve as a director or officer of a public company.  The three-year period, which ended in 2013, was related to time spent as a director of a small technology start-up that ran into trouble with certain representations to investors.  Having looked into each of these unfortunate incidents in some detail, I am convinced that they will not impair Ms. Smith’s functioning in the proposed new capacity.

I have attached a draft of a Board resolution, which reflects these changes, and the stock option grants that require Board approval.  I have commissioned a study by Remuneration Experts Limited in connection with the salary adjustments to be made as soon as possible.

I look forward to your support in these important changes.  It is in Global Tech’s interests to make these changes without delay.  Thank you.

Draft Board Resolution

______________________________

BE IT RESOLVED THAT: 

The resignation of Maurice Gagnon as Chairman and director of the Company is hereby accepted effective.

Jennifer Smith is appointed as director of the Company effective August 5, 2014, to serve until the next Annual General Meeting of the Company.

Jennifer Smith is appointed to the position of President and Chief Operating Officer of the Company, effective August 5, 2014.

Guy Tremblay be terminated from the position of Vice-President, Human Resources and that the Company enter into a Separation Agreement with Mr. Tremblay in accordance with the standard practices of the Company, timing to be determined at the discretion of the Chief Executive Officer.

Anne Price be appointed to the position of Vice-President, Human Resources, timing to be determined at the discretion of the Chief Executive Officer.

The following stock options be granted in respect of the promotions identified: 

	Name
	Option Grant
	Resulting position
	Options as %
of Company

	Anne Price
	50,000
	60,000
	.6%
	

	Jennifer Smith
	150,000
	210,000
	2.1%
	

	Brian Johnson
	50,000
	450,000
	4.5%
	*


*Options as % of Company does not include stock ownership which equals 31% of Company in the case of Brian Johnson. The other individuals do not own stock in the Company.
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