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Executive Summary

The modern public-company disclosure system assumes that material information will move
across the enterprise quickly enough to be recorded, analyzed, escalated, and translated into
reliable financial and nonfinancial disclosure. That assumption is often the point of failure.
Financial data may be technically accurate, and legal analysis may be sophisticated, while the
enterprise as a whole remains exposed because the two disciplines operate through different
calendars, vocabularies, escalation standards, and risk thresholds. The resulting failure is not
merely administrative; it is architectural.

This paper argues for a GC/CFO hybrid model of synchronized oversight. The model does not
require every organization to combine the formal titles of General Counsel and Chief Financial
Officer in one person. Rather, it requires a governance architecture in which legal risk, financial
reporting, internal control, regulatory exposure, board reporting, and disclosure judgment are
synchronized under a single oversight discipline. The objective is to prevent “information silos”
from becoming regulatory silences.

The Oversight Problem: Material Information Does Not Respect Departmental Boundaries

Securities disclosure obligations are not limited to accounting entries. Exchange Act Rule 13a-15
defines disclosure controls and procedures as controls designed to ensure that required
information is recorded, processed, summarized, and reported within prescribed time periods,
and that it is accumulated and communicated to management, including the principal executive
and financial officers, to allow timely disclosure decisions.! The SEC’s original certification
rulemaking made the same point in practical terms: disclosure controls were designed to ensure
timely reporting of information required in Exchange Act reports, not merely the mechanical
preparation of financial statements.’

This design logic places the CFO and GC inside the same disclosure system even when
organizational charts place them in separate silos. The CFO owns the integrity of financial
reporting, capital-market messaging, debt covenant implications, forecast reliability, and audit
readiness. The GC owns legal exposure, privilege-sensitive investigations, regulatory
communications, litigation contingencies, fiduciary process, and the organization’s response to
evidence of misconduct. Yet MD&A requires management to discuss material events and



uncertainties known to management that are reasonably likely to make reported financial
information not indicative of future results or financial condition.> The SEC’s MD&A guidance
similarly emphasizes meaningful disclosure of known trends, demands, commitments, events,
uncertainties, liquidity, capital resources, and critical accounting estimates.*

The practical implication is direct: a disclosure committee can fail even when both the legal and
finance departments perform competently within their own boundaries. The risk emerges when
legal knows the exposure but finance has not quantified it; finance sees the trend but legal has
not assessed regulatory or litigation implications; operations knows the incident but neither legal
nor finance has translated it into disclosure significance; or the board receives sanitized
summaries that preserve departmental comfort but obscure enterprise risk.

Why Silos Produce Enforcement Exposure

Auditing standards recognize that risk of material misstatement may arise from external factors
and company-specific factors, including business risks, weak information systems, inadequate
financial-reporting competencies, and processes not aligned with the applicable reporting
framework.®> But an audit, even when properly planned and executed, depends on the company’s
own system for identifying and communicating information. COSQO’s internal-control framework
is therefore relevant beyond compliance formalities: it treats internal control as a system for
supporting objectives, strategy, information integrity, reporting, operations, and compliance.’

Regulatory enforcement cases illustrate the cost of failed communication architecture. In First
American Financial Corporation, the SEC found that senior executives responsible for public
statements and a Form 8-K were not apprised of information security personnel’s prior
knowledge of a cybersecurity vulnerability, including a months-earlier penetration-test finding
and failure to remediate according to policy. The SEC concluded that First American failed to
maintain disclosure controls and procedures sufficient to ensure that relevant information
concerning the vulnerability was analyzed for disclosure.!? This was an information-flow failure:
the issue existed in the enterprise, but not in the disclosure decision.

Boeing presents the same architecture problem through a different fact pattern. The SEC charged
Boeing and its former CEO with making materially misleading public statements after the 737
MAX crashes, alleging that the company assured investors about aircraft safety and certification
despite contrary information concerning MCAS-related risks.!® Celsius Holdings provides a
more conventional financial-reporting example. The SEC charged the company with improper
accounting, internal accounting controls violations, and disclosure-control failures, including a
finding that the company lacked disclosure controls and procedures designed to ensure that
nonfinancial information required in SEC filings was timely reported.'*

These examples should not be reduced to “bad disclosure” in the abstract. They reflect a
recurring structural defect: risk-relevant information was generated somewhere in the



organization, but the governance system did not ensure that it reached the people responsible for
legal, financial, and investor-facing judgment in usable form.

The Empirical Case for Legal Participation in Financial Disclosure

The academic literature supports the idea that legal participation can affect disclosure behavior.
Kwak, Ro, and Suk found that firms with a general counsel in top management were more likely
to issue management earnings forecasts, especially bad-news forecasts, and that those forecasts
were less optimistic and more accurate.’ The study is important because it treats the GC not
merely as a litigation technician but as part of the information-disclosure architecture.

Hopkins, Maydew, and Venkatachalam examined the relationship between corporate general
counsel and financial reporting quality, identifying the GC as a corporate actor with broad
oversight responsibilities that include legal compliance, regulatory exposure, and potential
violations affecting financial reporting.'® Bird, Karolyi, Ruchti, and Sudbury further describe the
chief legal officer’s governance paradox: the CLO is both an executive facilitator and a monitor
of corporate governance.'! That dual role is precisely why separation between legal and finance
can be costly. The GC understands the legal consequence of disclosure omissions; the CFO
understands the financial consequence of operational reality. Institutional judgment improves
when those perspectives are not sequential but simultaneous.

The GC/CFO Hybrid as an Architecture, Not Merely a Title

The phrase “GC/CFO hybrid” should not be interpreted as a simplistic combination of two
overloaded offices. In some organizations, especially larger public companies, the better model
will be a synchronized GC-CFO oversight office, disclosure committee, or fiduciary control
function with independent access to the audit committee and board. In smaller, private-equity-
backed, regulated, or turnaround environments, a dual-credentialed leader may be uniquely
effective because the same person can translate legal risk into financial consequences and
financial patterns into legal exposure without institutional delay.

The model has four operating components.

First, the company needs a disclosure-risk map. The map should identify each source of
potentially material information: litigation claims, regulatory inquiries, cyber events, product
failures, employment settlements, related-party transactions, debt covenant pressure, vendor
concentration, contingent liabilities, customer churn, tax exposures, going-concern indicators,
and unusual journal entries. The point is not to create another checklist. It is to ensure that
nonfinancial information that may affect financial condition, liquidity, regulatory exposure, or
investor perception is captured before the reporting deadline.

Second, the company needs a common materiality grammar. Legal materiality, accounting
materiality, audit materiality, board-level fiduciary materiality, and operational risk materiality
often overlap but are not identical. The GC/CFO architecture forces the organization to define



escalation triggers in advance: What must be reported to legal? What must be quantified by
finance? What must be evaluated by disclosure counsel? What must reach the audit committee?
What requires a privilege-preserving investigation? What becomes a Form 8-K issue, MD&A
issue, risk-factor issue, contingency accrual issue, or subsequent-event issue?

Third, the company needs a privilege-safe decision record. Synchronization should not destroy
legal privilege or convert counsel into a mere business officer. SEC attorney-conduct rules
require attorneys appearing and practicing before the Commission to report evidence of material
violations up the corporate ladder in prescribed circumstances, and they place the chief legal
officer at the center of inquiry, response, and board escalation.” ABA Model Rule 1.13 likewise
provides that a lawyer for an organization represents the organization acting through its
authorized constituents and must proceed as reasonably necessary in the best interests of the
organization when constituent conduct threatens substantial injury.® The hybrid model must
therefore preserve legal independence while ensuring that legal judgments are timely integrated
into financial reporting.

Fourth, the board must receive fiduciary dashboards, not departmental summaries. The audit
committee should see the integrated picture: open legal matters with financial-statement
implications; regulatory inquiries with disclosure implications; control deficiencies with
litigation implications; compensation or related-party matters with governance implications; and
operational incidents with liquidity, covenant, insurance, or disclosure consequences. This is
where synchronized oversight becomes fiduciary architecture.

Efficiency Gains From Synchronized Oversight

The efficiencies of a GC/CFO hybrid model are not primarily headcount efficiencies. They are
decision-quality efficiencies. When legal and finance are architecturally synchronized, the
organization reduces the lag between event discovery and disclosure analysis, between legal
exposure and financial quantification, between audit inquiry and privilege-preserving response,
and between board oversight and management action.

This synchronization also improves audit readiness. The audit team will still apply its own risk-
assessment procedures, but management will be better positioned to explain the company’s risk
environment, controls, estimates, contingencies, and disclosure judgments. The reporting process
becomes less dependent on heroic quarter-end coordination and more dependent on continuous
risk translation. In regulated or PE-backed companies, this can be especially valuable because
enterprise value often depends on speed: covenant compliance, quality of earnings, transaction
readiness, lender confidence, and buyer diligence all deteriorate when legal and financial risk
narratives diverge.

The SEC’s fiscal year 2025 enforcement results confirm that issuer disclosure violations,
fiduciary breaches, and individual accountability remain part of the enforcement landscape even
as the agency recalibrates priorities toward investor protection and concrete harm.!® The point is



not that every silo will lead to enforcement. The point is that regulators, auditors, lenders, and
investors increasingly expect management to demonstrate that risk information is not trapped in
a department.

Limitations and Safeguards

A synchronized model must avoid two errors. The first is over-centralization. No single
executive should become the only gatekeeper for risk information. The second is role confusion.
The CFO’s certification responsibilities, the GC’s professional obligations, the audit committee’s
oversight duties, and management’s disclosure responsibilities remain distinct even when
coordinated.

The best model therefore combines integration with independent escalation. Legal must retain
direct access to the board when necessary. Finance must retain technical accounting discipline.
Internal audit, compliance, risk, and operations must have formal routes into the disclosure
process. The board must be able to test management’s synthesis rather than merely receive it.

Conclusion

The GC/CFO hybrid is best understood as a response to the failure of fragmented oversight. In
complex enterprises, material risk rarely begins as an accounting issue. It begins as a contract
exception, employee complaint, product failure, cybersecurity event, regulatory inquiry,
operational trend, incentive problem, customer concentration, or governance weakness. By the
time it becomes a financial-reporting issue, the organization may already have lost the
opportunity for timely disclosure, remediation, or strategic response.

Synchronized oversight closes that gap. It treats finance, law, and corporate governance as
interdependent control disciplines. It transforms the GC from a late-stage legal reviewer and the
CFO from a numbers certifier into a coordinated fiduciary architecture. In that architecture, the
enterprise does not merely report what happened; it understands, escalates, measures, and
discloses risk before silence becomes liability.
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