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There are many critical facets to board composition. and collegiality as a whole. How boards are executing on OJAIZ| Fg0fl= Of2{7A| SQtt STHO| JAEH L 1 Sofl=, z2¥E ¥EUo

Among them are identifying necessary or desirable this fundamental responsibility is the focus of this report. O|ALS| O|AFRIONA| EA AIEUAM =HRSHHLE HIZHRISH A 2!
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experience gaps at any given point in time; responding to is Board Practices Quarterly looks at director recruitmen Al 230l CHEF E2FRF 21 7|EF OlaHHAIRFO] 7|CHOY CHS MOlg|= 2 BA 7424 HOtQt CIOFSE &M WA AFS. 32 A

evolving regulatory requirements and investor and other practices and priorities—including the most and least ___FLIC_’ ; . “01 i;r; f ;7: W\L £| o “?tj" l_HO“ = = ?I L‘:w‘"— c e = FA rm Eo‘; _‘;’Aiil Eh:; 107@5
. . . . . ot= I} 1 SH S 1 = S inite] = AHMT:

stakeholder composition and refreshment expectations; often recruited professional backgrounds and diverse ot= 2, MZE M=, A1stH & 7IEF #1327 (2(0f o] o 2 G S OlAre] OJAr IR 2t 2deelS s XY

continually evaluating the board'’s skill sets against attributes—and refreshment triggers, policies, practices, Sl0] OIAfRIS] HRHE AEA O 2 HIh= A, 0lALR[Q] 24, 7| LICH & EUME 13570 S&3HRIS tHHESHE 7|Y HHEA

emerging strategic, geopolitical, and other risks and and tools. It is based on the findings of a November 2022 L &2 422 Mux oz molsts 71 S0| Y&l £ & &3|(Society for Corporate Governance) 3|25< thato
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representing 135 public companies.
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Findings AH[O
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Respondents, primarily corporate secretaries, in-house counsel, and other in-house governance professionals, represent SEAEE F2 ZHH0|E M= 2|E{2|(corporate secretaries)*, IEHDAL 2 7|EF AR AHHA MR27I2, CHSH A22F AS
135 public companies ofvarying Size§ arjd ind.ustries.“ The findings pertain to these companies, and where applicable, O] 1357} AIA7 (S CHESILICE AH|O| RAF ZIM= STH2 |23 7|HS0|| BRI, Z0| M2} STRto| I LEAHSIY EAS
commentary has been included to highlight differences among respondent demographics. The actual number of 22 57| Q5 TS TEISH | ZF ZD0jl= AlY| S5 A7t M ZEIL|CH

responses for each question is provided.
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Access results by company size and type. 20| E M2 2|E{2| (Corporate Secretary): OI=, ¥= 52| 7|0IM 7| ©F L F32H PRE S25t= 2943
Describe the background and/or professional experience of directors appointed/nominated to your board in the Ak 1~21470 512 OfAFS|ofl MY - A HE OJALS L] bl E & HEE2 FAHYULMN? Ee, 25 1~29 ZH o & El= OJAF MY Al At A
past 1-2 years, and likely board recruitment priorities for the next 1-2 years. [Select all that apply] (110 responses) 9| 2M&Ql= pofolL7}? [RESE ESH (11071 22
The findings reveal a departure from the backgrounds and experiences traditionally sought for new directors, such as business leadership AH|O| Z1}, H|RLA 2|4l B S A OJAI|H HEHMOZ QIE|= A T AS0|A] BIO{Lt 1O 2 LIEFFSLICE
and finance: ’ ° s = TesT ATE A
* The top five backgrounds and/or professional experiences of directors appointed/nominated in the past 1-2 years were public relations and o At 1~2 ZH M- R HE|AE O|AFS O AHQ| S71Z| BHADN HEA AL ZH -F{FLA0|M, 25}-22|, SHA|- 18, XY OJAHH|FE |/l H2)) J2|1 2F

communications; culture and ethics; academia and education; first-time board directors (excluding nonprofit board service); and operations. In O|QALICH BHE RATHSA), 7|5 312, AfO|H] L 7|210] AFBIZ| 010 CHEt EHZO|LE 2| 22310l CHEH ST T ZOLALIC

contrast, significantly fewer respondents reported new director appointees/nominees having backgrounds or professional experience in
sustainability; climate and environmental; cyber; or corporate social responsibility.
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* The top five likely backgrounds or experiences sought for directors to be recruited in the next 1-2 years are strategy; sustainability; S 1~2F LHOfl AE OIMSOIA| 718 22 o 71 S7HA| HiE 2 B2 M5, A&7ksd, =AlY, S84 et &4, 22| IT(0f: ¢1=2t 2 2F) Y4
international; a specific diversity attribute; and IT (e.g., infrastructure, operations). Directors with backgrounds and/or experiences in public L. EE-AFUAO|E, 2 O[AHH|Z2[HI AQ), FY-0AHE, 24 L HE E0k= &= 1~2E7H MU A0 2 RUAE Tsd2 A8 AYLICE

relations and communications; first-time board members (excluding nonprofit experience); sales and marketing; accounting; and legal are less
likely to be a recruitment priority over the next 1-2 years.

New directors appointed/ Top recruitment priorities At 1~2i4 7t S 1~24 2t
nominated in the past 1-2 years in the next 1-2 years M M- 2 HE O|AL 2 SUAIE MU 24H oA

Academia and Education 100% 43% SHA|- w& 100% 43%
Accounting 87% 32% 3|A 87% 32%
Business leadership 91% 65% H|ZL|A 2|Cj4 91% 65%
Climate and environmental 48% 66% 7|&-2d 48% 66%
Corporate social responsibility and social impact 55% 64% 7|e| ALE|A 2l o Ak 55% 64%
Culture and ethics 100% 58% 7|gEsHg2 100% 58%
Cyber 53% 66% AtO|H{ 53% 66%
Digital or Technology strategy (e.g., artificial intelligence, cryptocurrency, social media) 74% 63% CIAE - 7|2H2H(0: I3A|s, &S5, A4 0|C|o]) 74% 63%
Diversity, equity, and inclusion 85% 53% CHfd- g8y 284 85% 53%
Finance and banking 81% 46% =8 2% 81% 46%
First-time board director (excluding non-profit board service) 100% 0% ZQ OJAH(H|GE| Q! H|2]) 100% 0%
Governance 80% 40% AHHEHA 80% 40%
Government and public policy 64% 57% ARS8 64% 57%
Human capital, talent, workforce 79% 41% QIR QI - 21 79% 41%
Industry specific 77% 58% ] S 77% 58%
International 64% 72% A 64% 72%
IT (e.g., infrastructure, operations) 67% 67% IT(0f: 1=z}, 2H) 67% 67%
Legal 69% 38% HE 69% 38%
Marketing 71% 29% o 71% 29%
Mergers and acquisitions 72% 44% Qa3 72% 44%
Operations 93% 40% =3 93% 40%
Public or private board experience 82% 56% SSEE-HIHE 0JAIE HY 82% 56%
Public relations and communications 100% 0% EH-FFYA0IM 100% 0%
Risk management 71% 63% 2lA3 | 71% 63%
Sales and marketing 82% 36% e -0HAE 82% 36%
Specific diversity attribute, e.g., related to gender, race and ethnicity, sexual orientation, disability 85% 71% TH AR CHMel £ (0f: HE, AS-TUF, A 2, Zoff &) 85% 71%
Strategy 76% 74% =k 76% 74%
Sustainability 56% 72% A&7t54 56% 72%

Across market caps, there were several notable differences, as follows: A7t Ha UAE H IR 258 0F5t 210 H2 TSt Z2&LICE

In recently appointed/nominated director backgrounds in the past In director backgrounds for recruitment priorities in the next |2 1~2E ZE MU -ZHE O|AIe] ZE & A2 S 1t 5L Tt kS 1~2E3 ZHOJAF MU A A Q7402 QMA|E 4 2l SA2 21}
1-2 years: 1-2 years: Z&LLt

* Cyber: 77% large-cap, 33% mid-cap « Culture and ethics: 44% large-cap, 63% mid-cap o AFOIH: THE MO 77%, S8 HAHQI 33%

* Marketing: 60% large-cap, 100% mid-cap * Marketing: 40% large-cap, 0% mid-cap o OIS Y A1 60%, 33 A& 100% o 7|UEE- R Y AR 44%, S HAYL 63%

e International: 72% large-cap, 33% mid-cap « Legal: 25% large-cap, 57% mid-cap o | CHE ARHOI 72%, S8 A0 33% o OIS O AR 40%, 3 4AH2I 0%

* IT (e.g., infrastructure, operations): 96% large-cap, 56% mid-cap « Risk management: 52% large-cap, 73% mid-cap o [T (0f: 12}, 2): CHY A1 96%, 25 ARIHOI 569% o HE Y AR 25%, S AYHRI57%

* Sales and Marketing: 100% large-cap, 67% mid-cap o U -O|EL: CHE AFRHHOL 100%, £8 ARl 67% o 2 AT D] CHY AFRIEHO| 5009, 2 AFZIEHO| 739,

* Sustainability: 71% large-cap, 40% mid-cap o ZLTHSA: THE AFRIEHOL 719, 28] AFRHHO| 40%
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Please specify the positions and roles of new directors who have been appointed/nominated to your board in
the past 1-2 years. [Select all that apply] (108 responses)

Findings were fairly consistent across market caps. One of the greatest variations was the 49% of large-caps bringing on active CEO/chair/
president positions, compared to 37% of mid-caps. Another variation was with the appointment/nomination an investment officer (or similar)
reported by 19% of large-caps compared to 8% of mid-caps.

HBEEEEEEEEREEBEBEBEBEBE 2% Active CEO/chair/president
HEEEEEBBEBEB 35% Retired CEO/chair/president

. . . . . . . 29% Other Gsuite member

. . . . . . 27% Financial officer

. . 17% Technology officer (or similar)
. . 16% None of the above

. 14% Non-Csuite management member (e.g., business unit leader)

. 12% Investment officer (or similar)
. . 11% Legal officer (or similar)

BB B B 10% Marketing officer (or similar)

. . 6% Human resources/Talent officer (or similar)

What triggers drove any recent changes in your board composition in the past 1-2 years? [Select all that apply]
(105 responses)

A desire for greater diversity was the most commonly cited reason for changes in board composition, followed closely by an orderly/
planned succession to keep the board fresh, at 57% and 55%, respectively. These results differ significantly from a similar question asked
in our 2016 board practices survey where the resignation of existing director(s) and retirement of existing director(s) due to age limit policy
were the most commonly cited triggers for composition changes (29% and 27%, respectively), followed by orderly/planned succession
(22%) and greater diversity (15%).

More large-cap respondents than mid-caps identified achievement of greater board effectiveness as a trigger, at 28% and 8%, respectively.
Similarly, more large-caps than mid-caps also reported orderly/planned succession as a trigger, reported by 67% and 46%, respectively.

Desire for greater diversity 57%

Orderly/planned succession to keep board fresh 55%

Retirement of existing dlrector(s) due to age limit,
term limit, or average tenure policy

Need for specialized knowledge
Achievement of greater board effectiveness
Resignation of existing director(s)
Post-merger integration

Shareholder engagement or activism

Other (please specify)

Spinoff/Initial public offering

Significant growth (organic or acquisition-based)
Corporate crisis and/or disruption

New regulation

Regulatory pressures

Overboarding concerns

Increased corporate risk

Note: No respondent selected “Enforcement actions.”
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To your knowledge, has your board considered nominating or has your board nominated/appointed an issue-
expert director (e.g., cyber expertise, climate expertise) either in response to investor or regulatory pressures
or otherwise in the past 1-2 years? [Select all that apply] (107 responses)

Most boards have not considered or nominated an
issue-expert director and nearly half indicate that
their board generally expects multiple directors

to be literate/competent on an issue in lieu of
nominating/appointing an issue-expert director. 46%
However, large-caps were more likely than mid-
caps to expect multiple board members to be at
least literate/competent on an issue rather than

® 9

nominate/appoint one issue-expert, reported by No The board generally expects Yes Other Don't know/
% of | . dto0 37% of mid multiple board members to be (please Not
51% of large-caps; compared to 0 Of mid-caps. at least literate/competent on specify) applicable

an issue rather than nominate/
appoint one issue-expert

Does your board have any of the following refreshment policies? [Select all that apply] (79 responses)

Responses are directionally consistent when compared to a similar question asked in our 2016 board practices survey in which the majority
of respondents (75%) reported their boards having age limits compared to just 5% that reported term limits. By comparison, in this year'’s
survey, 86% report having age limits and 8% report having term limits. However, there are marked differences in retirement ages for those
companies with retirement age policies. In 2016, a plurality of boards with mandatory retirement ages set them at age 72 (41%), whereas
one-third set them at age 75 (33%).

This year's survey also presents some differences across market caps. Ages 72 and 75 were most common among large- and mid-caps,
but inversely applied: 58% of large-caps set the retirement age at 72 compared to 24% of mid-caps that do so. In contrast, 36% of large-caps
set the retirement age at 75 compared to 62% of mid-caps that do so. Further, 80% of large-caps reported the board is permitted to make
exceptions to its term, retirement age, or other tenure restriction policies compared to 61% of mid-caps.

86%

67%

&% 3% &% 6% 4%
| - 2 D I I
Term limit Age limit Average tenure Other board The board is permitted The board is not Other (please specify)
tenure conditions/ to make exceptions to permittedto make
restrictions its term, retirement age, ~ exceptions to its term,
or other tenure retirement age,
restriction policies or other tenure

restriction policies

If term limit policy, please specify the term: [Select all that apply] (99 responses)

’1 % ’3% ’2%

94%

6 years or less 7-11years 15 years Don't know/Not applicable

Note: No respondent selected “12-14 years".
If retirement age policy, please specify the required retirement age. [Select all that apply] (72 responses)

38% 3% 1% 51% 3%

Older than 75
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To the best of your knowledge, which, if any, of the following practices describe how your board matrix (or
similar tool) is utilized? [Select all that apply] (105 responses)

Survey results reveal that board matrices have become widely used, with just 8% of respondents reporting that their board does not use a
matrix. Notably, more than two-thirds of boards or responsible board committees use a matrix to support director recruitment/succession
planning. Most boards are in the practice of updating their matrix at least annually, reported by 66%, compared to 16% that do so less
frequently or on an as-needed basis. Further, 45% reported their company has recently enhanced public disclosure of their matrix.

The board or responsible board committee uses the matrix to support board

68% ) : }
recruitment/succession planning

The board or responsible board committee reviews and updates as necessary

66% ) .
its board matrix at least annually

Our company recently (e.g., in the past 1-2 years) enhanced public disclosure
of our matrix

The board or responsible board committee uses the matrix support to support
mandatory or voluntary disclosures

The board or responsible board committee has revised its matrix in the past 12 months
to include more detail and information pertaining to skills, experience, attributes

The board or responsible board committee uses the matrix to support
discussions with investors about the board’s composition

Our company is considering enhancing public disclosure of our matrix

The board or responsible board committee reviews and updates as necessary
its board matrix less than annually or on an as needed basis

The board or responsible board committee uses the matrix to support activism
defense planning

Our company does not use a board matrix or similar tool

1% I Our company uses a board matrix or similar tool, but none of the above apply

Endnote:

1. Public company respondent market capitalization as of December 2021:
44% large-cap (which includes mega- and large-cap) (> $10 billion); 47% mid-cap
($2 billion to $10 billion); and 9% small-cap (which includes small-, micro-, and
nano-cap) (< $2 billion). Respondent industry breakdown: 36% financial services;
23% energy, resources, and industrials; 23% consumer; 10% life sciences and
health care; and 8% technology, media, and telecommunications.

Small-cap and private company findings have been omitted from this report
and the accompanying demographics report due to limited respondent
population.

Throughout this report, percentages may not total 100 due to rounding
and/or a question that allowed respondents to select multiple choices.

718 OIAE| R5AR| | M2 S01717|: OJME] 7+ B 24|

FI5t2] O|AtZ]0fA] OJALE] BIFA & (= 19k FAFSH 4
=8 (10570 3%
AMH[O] Ztoi| O5tH OlAte] B7HA | He HHPBH ALBEL AUCH, &

)7t O 2E8E|=2] Y5k M= ChE S FAULIN? [F

Al & 8%TH0| OJALS] BIHAIRE AHSSIA| pi=t il 20EU L E5] O|AS]

Lt OAf2] L ?123]2] 32| 2 0140] O|AR]2] & - SAHAIES A1)t | ol BIHARE AHESIL As A2 LERELITE. OJAR]2] 66%= 2|40t
A 13 VA HE YH|O|ESF= B Hhelf, ¥2 Pl Ee 0| M2t IR RS YHI0|EskE OlAtel= 16%01 =1
ZoICt B USIELIC,.

FRILICH E3F OAf2ICf 45%= 2|20
7 70|l et SAIE

68% O|ALZ|LE OIAE| LH 91213 F7HAIHE SESI0] Ol HE-SAARS AIJF
66%
Z|Z(0f]: 2|k 1~212 ZHofl FIHR| 20| Tt SAIE 22t

O|ALZ|Lt OJARR] L 2IRIE]= B7HAIE A 2AS EESIK 2TH0|7LL ZALHO SAIE AlHE
YA BE +ye

O[AMZILE OJALE] LY IRB1= O|ALE] S0l Chigt FAtALRLe| =

ol
S

LI E SA| 43E 1

oi
=
ojo

O[ALZILt OJAYE| LH 2IRI3]= 220 W2t O|ALS| FIHAHE A 15| = H2 Al HESI YH|O|E

O[ALZ|L} OJALE] LH 993 ST F0l0] CHE LHSWRtS AIR5H| 2l B7HABE 28

O|ALE| B7EA| ELt 9 RARSH +HHE SE3IA| obE

O|ALE| F7HA|ELt 9t ARG +THE SESIA|T 47| S50 st 25

A
1. 202148 128 712 MA01 AZHE%: CHE 4401 44% (B7HE, ThY 430l T8 (1009 2
018, B8 MY 47%(20%4-100% Bef) % 28 Y 0% (49 YLD, 00127

=
2H|2HY 23%, Y ntet 2 ‘é’\?ﬂ(ﬂ 10% 7|§ D||'—|01 “'5“ 8%

2% HYHAD HIGHHRI0N THE AH0] 2AF 2tz SEAF ZYTHO| AEH

d 07| W2ofl & 21X
ol M AHAISHE ATLSAIOAM HILIE LT

= 2IMOIM HHER 52 S58HO| 7tset 2222 QI8 HEE2 1000] Ofg 4 UL

O|AfRILE OJALS] LH RISl Al 12718 2 A, 28, 43t HHE MRAL YEE 25t

O|AFE|Lt OALE| L QIYI3|E= 2|45t M 15| O|ALE| WA BE T w2t AESIAHL YH|0|ES

=13
=%



Z{A

Natalie Cooper

Senior Manager

Center for Board Effectiveness
Deloitte LLP
natcooper@deloitte.com

Bob Lamm

Independent Senior Advisor
Center for Board Effectiveness
Deloitte LLP
rlamm@deloitte.com

Randi Val Morrison

Senior Vice President Communications,
Member Engagement and

General Counsel

Society for Corporate Governance
rmorrison@societycorpgov.org

10

I_I——

Carey Oven

National Managing Partner
Center for Board Effectiveness
Deloitte & Touche LLP
coven@deloitte.com

Maureen Bujno

Managing Director and

Audit & Assurance Governance Leader
Center for Board Effectiveness

Deloitte & Touche LLP
mbujno@deloitte.com

Audrey Hitchings
Managing Director
Executive Networking
Deloitte Services LP
ahitchings@deloitte.com

Krista Parsons

Managing Director

Center for Board Effectiveness
Deloitte & Touche LLP
kparsons@deloitte.com

Caroline Schoenecker
Experience Director

Center for Board Effectiveness
Deloitte LLP
cschoenecker@deloitte.com

Darla C. Stuckey
President and CEO

Society for Corporate Governance

dstuckey@societycorpgov.org

2Bt MIEJZ
Partner / Audit & Assurance,
Center for Corporate Governance Leader

M 8 nEy

Partner / Audit & Assurance

2ty oL
Partner / Risk Advisory

Q#HE nEL
Partner / Audit & Assurance

£t312| Consultant
Consultant / Center for Corporate Governance

Tel: +822 6138 6815
E-mail: krccg@deloitte.com

Deloitte.
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This publication contains general information only and Deloitte is not, by means of this publication, rendering accounting, business, financial, investment, legal, tax,
or other professional advice or services. This publication is not a substitute for such professional advice or services, nor should it be used as a basis for any decision or
action that may affect your business. Before making any decision or taking any action that may affect your business, you should consult a qualified professional adviser.
Deloitte shall not be responsible for any loss sustained by any person who relies on this publication.

About the Society for Corporate Governance
Founded in 1946, the Society is a professional membership association of more than 3,600 corporate secretaries, in-house counsel, outside counsel, and other
governance professionals who serve approximately 1,000 public companies of almost every size and industry.

About the Center for Board Effectiveness

Deloitte's Center for Board Effectiveness helps directors deliver value to the organizations they serve through a portfolio of high quality, innovative experiences
throughout their tenure as board members. Whether an individual is aspiring to board participation or has extensive board experience, the Center's programs enable
them to contribute effectively and provide focus in the areas of governance and audit, strategy, risk, innovation, compensation, and succession.
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