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Editor's note: Each month, we ask a Directors & Boards readsr to comment on
critical issuwes facing drectors today. If you'd ke to partidpate in this sedtion in the
futurs, please emall Scolt Chase,

As an independent director and audit committee member for three large
companies, what value -- if any - has Sarbanes-0xley brought to the corporate
govarnance wanue?

It has always baan my baliaf that Saranas-Cxlay would ba no mora than an
inconvandanca to tha wall-run and effactivaly governad company. Afar all, whan
boilad down, Sarcanas-Oxlay only asks thal a company Rpor comad numbars,
hava provan systams to maks sura tha numbars ara accurata and information
ragarding tha company is provided to avary ona in tha same mannar and fiming.
Thasa ar carainly lavdabla objactivas. For the most part, my axpananca has
confirmead tha initial faaling. Cartainly Sarcanas-Oxlay i an incomvanianea for
avaryona involvad with complianca, but it has forcad evan the bast-run companias to
taka a sanous look af the way thair business is conductad and accountad for, | have
s@an managaemant, accounting, the awdi function and information tachnology areas
go daapar than avar bafora in undarstanding and varifying tha parformanca of
rasponsiciites to managemant and tha sharaholdars. In tha vast majority of tha
CAsas No amors or wrongdoing have bean discovarad by this Sarbanas-Oxlay audit
axarziza, but potantial "wasknassas”in the procass hava baan idantified and
comaciad, This i a positiva for all concarnad.

Again, as an indepandent director and audit committes mamber, what do you
spo as the most significant “downsgide” to the implemantation of Sarbanes-
Orley?

Asida from tha tremandous increasa in man-hour reguiramants and virtually runaway
accounting expansas, for ma tha most disturbing impact of Sarcanas-Oxlay has
baan tha changa in tha varous mlationships that daal with corporata govamanca,
When | was activae as CEO of a public company the ralationship batwean the
managamant of the company and tha indepandant avditor was ona of “dynamic
positiva tansion.” My parsonal view of the indepandant auditor was as an assat to
halp ma battar run tha company. | rmlisd on tham to aithar confirm tha quality of
informaticn raporad or idantity potontial issuas, Onco issvas wann idantifiad (aithar
by tha company or the auditors) than managamant and the auditors would work to
armva at a masonabla solution, baaring in mird that the auditor always had tha final
say. Today that mlationship cannot exist. Sarbanas-Oxlay has creatad a “Hall with



tha woman and childran! Evary man for himsali” attituda, The mlationship batwaan
tha managament of a company and tha auditor has bacoma a “dynamic nagative
conflict.” Auditors ara wary that any action taken in conjunction with managamant
will laad to litigation and thes seam to view acion of any sor as a potantial thraat.
Managamant is reticant (o ba opanwith the awditors on any issua for faar of baing
taggad with a “matarial waaknass” or “significant daficiancy.” In tha long run, my faar
is that this changad relationship batwaan managamant and the axtarnal awdit
funcionwill do mora to hindar achieving the objactives of Sarbanas-Cxlay than it will
to halp.

Do you have any concerns as a director on a personal basis egarding the
impact of Sarbanes- Oxley?

Cnly tha concarn that Sarbanas-Oxley raquires directors - particularly awdi
committes mambars - to carify knowladgs of what is impossibls to know. Inan
affort to sweap up all the loose ands and put tham in ona baskat, Sarbanas-Oxlay
raquiras diractors to bacoma “tha buck stops hara” backstop for all issuas. Thisis a
tima-constrainad, intallactual and physically impossible situation for directors, To
sign off on company adivity with no msarvations all diractors would naad to ba top-
flight managars, axtrama lagal aagles and highly proficiant forensic accountants.
Tha raality is that faw if any diraciors have tha tima, accass, intimate knowladga and
axpartisa noadad to comply with the spacific obligations and responsibilities reguirad
undar Sarbanas-Oxlay. As a rasult, aftar all that can ba dona, whan directors sign off
on complianca it still comas down to trust in the managamant and tha awdit
procassas. The diracor has to say for sura semathing is trua about somathing you
can navar for sura ba sura is tnesa, And, that's tha simpla truth of the Sarbanas-Oiay
act.

Robeart W. MacDonad emterad the financial services fleid in 1965 as a e insurance
agent for New England Mutval Life inLos Angeles, and retired in 2002 as CEO of
Allianz Lite of North Amenica and ag ite chairman in late 2003,

In between, MacDonald, 61, built a swecessful sales agengy for Jeffarson-Pilot
served as dredor of maketing support for State Muwtva' of Amenca, and was chisl
markeling officer, chief operafing officer, then president and CEQ of Minneapalis-
based ITT Life. As president and CEQ of [TT Life Inswance Corporation, he became
ong of the best known, most inflvential and controversial leaders in the iife insurance
ivdusiy. After seven years as chief execulive of ITT Life, MacDonald struck outon
s own te form a new iife insurance company, LifelliSA, also inthe Twin Cities.

As feunder, chairman and CEQ, MacDonald led Life USA as it became one of the
fastest growing, bestknown and most successi companias of the 19905, From a
start up fn 1987 to the tme Alflanz AG of Munich, Germany acquired LifaLISA in
1894, the company developsd into a profitabile, publcly traded company with salss
axceoding §1 Wion, ascets of more than §6 billion and over 80,000 agents
confracted o represent the company.

In a transaction valued at $540 milion, the fnandal giant Alfanz AG acquired
LifellSA and merged it with the larger Allfanz Life of North Amernca. MacDonad was
asied to continue on as CEQ of the merged companies. Under We direction, Aianz
Life wirtwally dowbled in size and became a star parfarmer i the Alllanz won dwi de
grovp. Teday, though refired Fom the day-to-day management of the company,
MacDonald continues to serve as a drgctor and member of the Allanz Life auwdt
comimittes. ln addition, he provides strategic marketing and management consulting
to Alliarz AG.

Along the way, MacDonaid was the author of @ book on the ife insurance industry,
Contrel Your Futura (Wational Undsnwriter Pressl A second book, Chaat To Win -
Tha Honast Path to Succass in Businass and Lifa, is to be pubiished in 2005 He
has boen a speaker bofore over 100 arganizations, written scoras of arfcles dealing

with management and the finandal senvices industry and has been interviewead on
cotntless television and radio shows. MacDonald and his philesophy has bean
profited in scores of (ocal and national publications, incledng The Wall Straat
Joumnal, USAToday, Forbas, Businass Waak, Amarican Bankar and Institutional
Invastor, MacDonald was the first person to be Wice recognized as “Entreprensur of
the Year” in Minnesota.

Mr. MacDonaid holds a B5L degres from Western College of Law (Anaheim, GA)
and the chartered life undensriter (CLU) designafion from The Amencan College
{Bryn Mawr, PAJ.



