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Methodology

In an effortto better understand how boardsare structuring and integrating ESG oversight, we surveyed 780
global corporate leaders from February 10 to March 14, 2022, spanning both public and private companies

and every industry group.
" ) O The number of

completed
responses from
corporate
directors with 72%
representing U.S.

based companies.
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How are Boards Structuring
Oversight ot ESG Issues?



As a whole, primary oversight of ESG is at the full board
level

Board Oversight of ESG

Full Board

43%

Nominating/Governance Committee 30%
ESG/Sustainibility Committee || G -
Other NN 5%
Audit Committee | 3%
None/NA [ 2%

Public Policy Committee |l 2%

Compensation Committee [l 1%

0% 4% 8% 12% 16% 20% 24% 28% 32% 36% 40% 44% 48%
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Oversight of environmental 1ssues are most likely delegated

to the full board

Board Oversight of Environmental Issues

Environmental-related risks

Company ESG or sustainability strategy

Supply chain risks due to ESG issues

ESG or sustainability reporting for shareholders and ESG regulators

0 10 20 30 40 50 60
B Other W None/NA B Public Policy Committee B ESG/Sustainability Committee
Compensation Committee Audit/Risk Committee B Nom/Gov Committee B Full Board
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The compensation committee most commonly has primary
oversight of social 1ssues

Board Oversight of Social Issues

Public policy and community relations :
Employee engagement E

Human capital

O I
=
(@]
No
(@]

30 40 50
B Other B None/NA B Public Policy Committee B £ESG/Sustainability Committee
Compensation Committee Audit/Risk Committee B Nom/Gov Committee B Full Board
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Oversight of

~SG-related governance 1ssues 1s most often

delegated to the Nominating and Governance Committee

Board Oversight of Governance Issues

Board recruitment for ESG

Board diversity

Appointment and accountability of ESG issues to appropriate board committees

Political contributions

B Other B None/NA

Compensation Committee

Diligent Institute SpencerStuart
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B £ESG/Sustainability Committee
B Full Board

B Public Policy Committee
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Where Is ESG
OVerSight
Formalized in
Board
Governance
Documents?



“SG oversight i1s forma

ized in several different places

Where ESG Oversight is Formalized in Board Governance Documents

70%
60% 58%
51%
50%
40%
30% 28% 28% 279%
20%
11%
. . :
Corporate Nom/Gov Compensation  ESG/Sustainability Audit Committee None, has not been Other
Governance Committee Charter Committee Charter Charter Charter validated or
Guidelines formalized
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Few boards are reconsidering their current structure around
ESG despite increasing attention from stakeholders

33% 59% 8Y%%0

Yes No N/A, Don’t know
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How Has the Pandemic Impacted
ESG Discussions in the Boardroom?



The pandemic has accelerated ESG discussions in the
boardroom

Frequency of ESG discussionsin the Boardroom

PriortoMarch |Since March2020
2020

Rarely/Never 20% 4%

About once a year 31% 10%
At |east twice a year 20% 22%
Quarterly 14% 29%
At nearly every meeting 10% 20%
At every meeting 5% 14%
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How are boards integrating ESG-
related risks and opportunities into
other aspects of the business, like
strategy and executive
compensationr



ESG goals and metrics are increasingly incorporated into
other elements of business

How Boards Are Incorporating ESG Goals and Metrics
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Organizations are using a variety of methods to upskill their

boards

out of

is the average level of confidencein a
board’scompetency and fluency
around ESG
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Methods to Increase Board ESG Fluency

Bringing in outside consultants

Getting training for the...
Conducting an ESG-specific...
Conducting scenario-planning...

Looking to appoint new...

None

Other

29%

27%

21%

15%

42%

38%



Public vs. Private Compantes:
Ditterences in ESG Oversight and
Integration



Key Ditferences between Public and Private Companies

Private Companies Public Companies
Private Companies More Likelyto % ESG oversight assigned to the

0] 0]
Delegate ESG Oversight tothe full board 6 3 / 0 3 7 / 0

Full Board
Private Company Directors Less Confidence in current level of
Confidentin ESG Alignment to board competence and fluency 6 7
Strategy and Director Fluency in ESG issues
Degree of alignment between
ESG goalsandlong-term 6 7
strategy
Public Companies More Likely to % Likely to Bring in outside

0 0
Bringin Outside Consultants and consultants 3 3 / o) 44. / 0

Engage in Director Education

% likely to engage in director

education 2 9 O/() 4_ 1 O/O

*(1 = not at all confident or aligned, 10

SpencerStuart
Y = extremely confident or aligned)



U.S. Compared to the World



Key Differences between U.S. and Non-U.S.

U.S. Companies More Likely to
Delegate ESG Oversight to
Nominating/Governance
Committee

% ESG oversight assigned to the
nominating/governance
committee

U.S.

39%

Non-U.S.

80/0

Non-U.S. Boards More Likely to
Be Reconsidering ESG Structure
and Practices

% Reconsidering structure or
practices around ESG

30%

390/0

Non-U.S. Boards More Likely to
Incorporate ESG into Strategic
Plan

% Incorporating ESG Goals and
metrics into the strategic plan

680/0

800/0
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Industry Breakdowns: Financial
Services, Energy and Healthcare



The financial services, energy and healthcare sectors all show
different trends on board oversight of ESG

Board oversight of ESG for financial services, energy and healthcare sectors

60%

56% 52%
50%
43%
40%
33%
31%

0,
30% 6%
20%

12%
0,
10% 7% %
4%
3% 3%
0% 1% 2% 1% 1% >% 2-%0% 2% I 0% 0%
O% | [
N S & & © & &
Ko « &\QQO & Q\\’O &
2 e o 4
(9\ Q C \)a)
M Financial services M Energy Healthcare
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Thank you for attending!

For questions and inquiries, please email:

e Spencer Stuart: ssbi@spencerstuart.com

e Diligent: diligentinstitute@diligent.com
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