THE

GOVERNANCE

Why Great Operators Struggle as First Time Directors
Directors

Operating expertise becomes board value only when it is converted into oversight, judgment,
and disciplined influence.

Executive Summary

Strong operators are rewarded for speed, answers, ownership, and execution.

Directors are accountable for something different:
» decision quality

e oversight

* fiduciary judgment

* conditions under which management acts.

First time directors often struggle because they carry operating habits into a role without operating authority.
authority.

* They diagnose too quickly,

* pursue detail thatis not material,

* and offer solutions before clarifying the board decision.

The shift is not from expertise to passivity. It is from doing the work to governing how work is framed, challenged,
challenged, authorized, monitored, and revisited.

Effective directors convert experience into questions, guardrails, thresholds, and independent judgment over time.
over time.

BOARD INSIGHT

Operating expertise earns credibility. Governance value depends on how that expertise changes the
board's judgment, not how much operational detail the director can supply.
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The Scenario

A software company is considering expansion into Europe. Revenue growth has slowed, investors want a path to
scale, and the chief executive presents the move as a 12 month test requiring eight million dollars. The packet
includes estimates, a hiring plan, and a forecast showing contribution in year two.

Maya, an independent director and former sales leader, sees weaknesses. The country sequence looks wrong.
Sales capacity assumptions seem optimistic. The proposed regional leader lacks enterprise experience. Maya
spends twenty minutes explaining how she built a European organization. She recommends different markets,
proposes a revised reporting structure, and asks management to return with pipeline metrics.

Her advice may be sound. Her board contribution is incomplete.

The board is not being asked to design the expansion. It is being asked to authorize capital, assess whether the
assess Whether the risk is acceptable, and determine how performance will be monitored. Maya has not clarified
has not clarified which assumptions would make the investment fail, whether the company can absorb a slower
absorb a slower ramp, or what evidence would trigger a pause. She has also pulled the discussion toward her
toward her expertise, leaving less time for currency exposure, regulatory obligations, product localization, and
localization, and domestic execution.

An experienced director redirects the conversation. What decision is required today? Which assumptions are
consequential and least supported? How much capital is exposed before the board can intervene? What
milestones distinguish normal variance from a broken thesis? Who owns the plan, and what information should
return to the board?

The board approves a staged investment, not Maya's operating redesign. Management receives authority for
two markets, subject to hiring, customer validation, and cash thresholds. A review is scheduled before the
second capital release. Maya's experience becomes useful when it tests management's assumptions. It becomes
governance when the board converts that challenge into decision conditions, monitoring expectations, and
documented accountability.
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What Most Executives Think
Think

Most executives assume their value comes from
knowing what management should do.

They listen for flawed tactics, weak metrics,
missing owners, and execution gaps. When they
recognize a pattern, they move quickly toward a
recommendation. This behavior is useful in an
operating meeting because the executive can
assign work, change resources, and remain
accountable for the result.

In the boardroom, the same behavior can
narrow the discussion prematurely. It may
substitute one director's experience for
management's judgment, encourage the board
to manage through detail, or obscure the actual
decision.

The problem is not that the director has an
opinion.

The problem is offering an answer before
establishing materiality, decision rights,
alternatives, risk tolerance, and the evidence the
board needs to exercise independent judgment
with discipline.

GOVERNANCE RISK

What Experienced Directors
Notice

Experienced directors separate the quality of an
operating idea from the quality of board governance.
governance.

They first identify the matter reserved for the board:
board:

* Approval

* Qversight

* Succession

* Capital allocation

* Risk appetite

* Fiduciary response.

They then test the assumptions that connect
management's proposal to the expected outcome.
outcome.

Instead of requesting every available metric, they ask
ask which indicators would change the decision and
and when the board could still act. They watch for role
for role drift, including directors directing employees,
employees, redesigning plans, or creating parallel
parallel accountability outside the chief executive.
executive.

Their contribution is visible in the structure of the

the decision: clear authority, defined constraints, explicit
explicit tradeoffs, monitoring thresholds, and a
scheduled point for reassessment.

Good governance leaves management accountable and
accountable and the board capable of intervening
intervening before options disappear.

When directors prescribe implementation before clarifying the board decision, they create shadow
management. Accountability fragments because management still owns the result while the board has

shaped the method.
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Five Questions Directors Should Ask

QUESTIONS TO ASK

What decision is actually before the board, and which parts of the matter remain within
remain within management authority?

Which two or three assumptions are both consequential and uncertain, and what
evidence supports or contradicts them?

What could make the proposal unacceptable even if the expected return remains
attractive?

What authority is being granted now, what limits apply, and what would require the
require the board to approve the matter again?

What indicators, thresholds, and review date will allow the board to intervene while
meaningful alternatives remain?
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Governance Framework

Convert operating expertise into board level contribution through three moves.

01 __Frame the board decision

Name the decision, why it is reserved for the board, what management is requesting, and what
requesting, and what authority remains with management.

A director should stop the discussion when the board is debating implementation without first
without first identifying the approval, oversight, fiduciary, or risk question it must resolve.
resolve.

(7~ Testthe decision thesi

Identify the assumptions that connect the proposal to the expected outcome. Concentrate on
assumptions that are material, uncertain, and still testable.

Ask what evidence would change the decision, which alternatives were rejected, whose interests
may conflict, and what downside the company can absorb.

03 __Set governance conditions

Define the authority being granted, the constraints that protect the company, the indicators
indicators management will report, the thresholds that require escalation, and the date for
date for reassessment. Do not direct implementation.

Create conditions that preserve management accountability and give the board time to act
time to act before options disappear.
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Four Key Takeaways

° Expertise is input, not authority. A director uses experience to test management judgment, not to
replace it.

° Materiality determines depth. The board should pursue detail only when it could change the
change the decision, risk exposure, or timing of intervention.

° Guardrails outperform instructions. Authority limits, thresholds, and review points govern
execution without turning the board into a shadow management team.

° Board value continues after the meeting. The decision record should state what was approved,
approved, why, under what conditions, and when the board will revisit it.

About Governance Collective

Governance Collective prepares experienced operators for independent director roles on private company
boards. The curriculum focuses on founder led, family controlled, venture backed, and private equity portfolio
companies. Participants practice fiduciary judgment, capital oversight, stakeholder alignment, strategic risk, and
board interviews through simulations and structured discussion. The objective is not to teach governance
vocabulary. It is to develop directors who can contribute to a consequential board discussion without becoming
another member of management.
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