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Board Practices Quarterly
Future of tech: Artificial intelligence (Al

Artificial intelligence (Al), the use of technology to execute
or simulate processes that would otherwise require human
intelligence, is not new. But rapidly expanding technologies
and evolving consumer digital preferences and
expectations have generated intense interest in leveraging
Al to help achieve efficiencies, increase competitive
advantage, and enhance engagement with customers/
clients and other stakeholders.

As companies continue to explore and invest in Al, they
also are tasked with considering numerous business
implications, such as ethics, compliance, and regulatory
processes; risks (e.g., operational and reputational) and
risk appetite; equity; governance; and the role of the
board. This Board Practices Quarterly presents findings
from a survey of members of the Society for Corporate
Governance that focused on aspects of Al, including where
in the organization Al resides, use policies/framework, risk
mitigation measures, education and training, and board
oversight.
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Findings

Respondents, primarily corporate secretaries, in-house counsel, and other in-house governance professionals, represent
97 public companies of varying sizes and industries.” The findings pertain to these companies, and, where applicable,
commentary has been included to highlight differences among respondent demographics. The actual number of

responses for each question is provided.

Access results by company size and type.

In which areas is your company currently focused on or considering artificial intelligence (Al) usage, strategy,
impact (e.g., disruption, competitive advantage, risk), or other reason? [Select all that apply] (79 responses)

The most common responses for large-caps were Sales/Marketing (55%), Product Development (48%), and Legal (42%). For mid-caps: Don't
know/not applicable (48%), Sales/Marketing (33%), and Product Development (30%). Other areas specified by some respondents included
operations; strategic opportunities; customer service; manufacturing predictive maintenance; regulatory/surveillance; compliance; and

back-office functions.
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(e.g., not
currently

Which functional area or department in your
company has primary responsibility for Al matters?
[Select all that apply] (75 responses)

Other areas specified by some respondents included "evolving
in real time" and "each business/function is defining its overall Al
strategy and then reviewing it with the chief digital officer."
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https://www2.deloitte.com/content/dam/Deloitte/us/Documents/center-for-board-effectiveness/us-cbe-board-practices-quarterly-july-2023-board-oversight-of-ai-demographics.pdf
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Where does primary oversight for Al lie
within your company'’s board? (75 responses)

The most frequently cited response, that neither

the board nor a board committee has express
responsibility for Al, was reported by 25% of large-
caps and 38% of mid-caps. This was followed by those
reporting that Al is not yet being discussed at the
board level by 19% and 22% of large- and mid-caps,
respectively.

For those that have delegated oversight of Al to the full
board or a committee, responses by market caps were:

* Large-caps—19% audit committee, 13% technology 299%
committee, and 13% full board

* Mid-caps—11% audit committee, 5% risk committee,
and 5% full board

Audit committee (or similar)

Risk committee

Technology committee

Full board only

Neither the board nor a committee
has express responsibility for Al

This topic is not yet being discussed
at the board-level

Don't know/not applicable

Other (please specify)

Note: No respondent answered “Compensation
committee (or similar)” or “Nominating and/or
Governance committee (or similar).”

Describe the frequency of Al-related topics on the meeting agendas for the full board or board committee(s)
with oversight responsibility. [Select all that apply] (73 responses)

Most common responses:

* Ad hoc or as-needed basis, reported by 52% of large-caps and 31% of mid-caps.

* To date, Al-related topics have not been on our full board or a committee meeting agenda, reported by 35% of large-caps and 53% of

mid-caps.

Supplemental comments provided by some respondents were:

* "Alis discussed in connection with particular applications (e.g., in engaging with consumers)."

* "Frequency is ad hoc but is increasing in interest and relating to multiple presentations/discussions."

* "Al has been discussed as part of larger cybersecurity discussions."

"Al' was covered by the Technology Committee in Q1 2023."
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Note: No respondent answered "Annually."

committee
meeting agenda
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Does your company permit the use of Al tools by employees? (69 responses)

Nearly half (48%) of all public company respondents reported that use of Al tools is not expressly permitted or prohibited; however, this
varied significantly across market caps (25% of large-caps and 63% of mid-caps). Further, 14% of large-caps reported they are currently
considering whether to permit use by their employees compared to 6% of mid-caps.

For companies that allow use of Al tools by employees, 36% of large-caps and 20% of mid-caps allow use for specific purposes compared to
14% of large-caps and 3% of mid-caps that permit use for any purpose.

Some respondents provided comments to further describe or specify how their companies permit use:
* "At this point, use of Al tools is limited to marketing and product development."

* "Al can only be used within the bounds of our existing policies regarding confidential information, etc."

"Use of Al tools must have a legitimate business purpose."

"Employees have broad authority to use services for assistance addressing non-confidential matters, like emails, presentations, etc."

"HR, legal, finance, product and technology, and sales functions can use Al tools, all with guardrails and policies."

"We do not have a specific policy for Al, but we have a policy that only company-approved applications may be used for business purposes."

"Al tools may be used but with restrictions on the inputting of company confidential data."

"Company-licensed tools are allowed for specific purposes; otherwise, generative Al is allowed for non-confidential use within established
internal guardrails."

"We have not blocked it for use by employees but have prohibited confidential information from being entered into Al tools."

* "All code of conduct provisions apply to new tools and channels."
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allowed for any use for specific uses considering permitted or (please specify)
prohibited
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Does your company have an Al use framework, Al policy or policies, or Al code of conduct? (70 responses)

The greatest variation across responses by market cap:
* 17% of large-caps and 46% of mid-caps reported no.

* 48% of large-caps and 23% of mid-caps reported currently considering.

One respondent specified: "We just published stand-alone guidance, focusing on the protection of company confidential data."

? i
Other
Yes (please specify)
No l

Don't know/
Currently considering

not applicable

Has your company revised corporate policies, such as privacy, cyber, risk management, records retention,

etc., to address the use of Al? (67 responses)

Don't know/
not applicable

The greatest variation across responses by market cap:

* 18% of large-caps and 50% of mid-caps reported no.

* 57% of large-caps and 29% of mid-caps reported currently considering.

Currently considering

Note: No respondent answered “Other (please specify).”
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What risk mitigation measures pertaining to Al has your company adopted/implemented? [Select all that
apply] (63 responses)

The greatest variation in responses across market caps was related to adoption/implementation of vendor/supplier due diligence
requirements or contractual provisions, reported by 8% of large-caps vs. 19% of mid-caps.
8% Bias assessments
3% Stresstesting

14% Enhanced transparency

19% I Additional human oversight
8% Internal audit review

14%

| N

Vendor/Supplier due diligence requirements or contractual provisions

Don't know/not applicable

3% Other (please specify)

Does your company provide training/education on Al? [Select all that apply] (63 responses)
Some respondents provided supplemental comments about their company’s training/education on Al:
* "ltis under consideration." 52%

* "Presentations are given but no formal training."

"Just recently launched an external Al service."

"Not yet, but about to be launched."

* "None yet, but in development." 27%
11%
0,
= ﬁ
Yes, employee Yes, No employee or board Don't know/ Other
education/training board education/training education/training not applicable (please specify)
Endnote

1. Public company respondent market capitalization as of December 2022: 44%
large-cap (which includes mega- and large-cap) (> $10 billion); 47% mid-cap
($700 million to $10 billion); and 8% small-cap (which includes small-, micro-, and
nano-cap) (< $700 million). Public company respondent industry breakdown:
33% consumer; 25% financial services; 24% energy, resources, and industrials;
12% technology, media, and telecommunications; and 6% life sciences and
health care.

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.
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About this publication

This publication contains general information only and Deloitte is not, by means of this publication, rendering accounting, business, financial, investment, legal, tax,
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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.

About Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL"), its network of member firms, and their related
entities. DTTL and each of its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not provide services to clients.
In the United States, Deloitte refers to one or more of the US member firms of DTTL, their related entities that operate using the “Deloitte” name in the United States, and
their respective affiliates. Certain services may not be available to attest clients under the rules and regulations of public accounting. Please see www.deloitte.com/about
to learn more about our global network of member firms.

Copyright © 2023 Society for Corporate Governance and Deloitte Development LLC. All rights reserved.


mailto:natcooper%40deloitte.com?subject=
mailto:rlamm@deloitte.com
mailto:rmorrison@societycorpgov.org
mailto:coven@deloitte.com 
mailto:mbujno@deloitte.com 
mailto:mbujno@deloitte.com 
mailto:mbujno@deloitte.com 
mailto:mbujno@deloitte.com 
mailto:mbujno@deloitte.com 
mailto:mbujno@deloitte.com 
mailto:mbujno@deloitte.com 
mailto:kparsons@deloitte.com 
mailto:cschoenecker@deloitte.com

