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To Qur dients

Cor porat e Gover nance

In a recent speech Chief Justice Norman Veasey of the

Del aware Suprene Court said that the protection of the business

j udgnment

rule will depend on the board of directors being inde-

pendent and foll ow ng appropriate procedures. Chief Justice
Veasey made specific reference to:

(1) A mjority of the directors being i ndependent.

(2) Annual evaluation of CEO performance by the out-

side directors.

(3) Board nenbers having conplete access to senior

management .

(4) Regular neetings of the outside directors in

executi ve session.

(5) Board decisions being nmade on the basis of

adequate information and after careful questioning and
unhurried consi deration.

Chi ef Justice Veasey indicated approval of this
definition of an independent director:

one who (1) is not and has not been enpl oyed by
the corporation or its subsidiaries in an
executive capacity within five years; (2) is not
a significant advisor or consultant; (3) is not
affiliated wth a significant custoner or
supplier; (4) does not have a significant
personal services contract; (5) is not
affiliated wth a tax-exenpt entity that

recei ves significant contributions; (6) is not a
spouse, parent, sibling or child.

Chi ef Justice Veasey's speech is a very inportant

devel opnment in a long series of recent events enphasizing the
i nportance of bringing corporate governance up to date.
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