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Boards have 10.8 directors on average

» S&P 500 boards have, on average, 10.8 directors — the same number
as in 2021 and 2017 and just fractionally up compared to a decade ago
(10.7 in 2012). They range in size from six to 21 members, with 72% in
the g9-to-12-member range.

» Eighty-six percent of all S&P 500 board directors are independent,
largely consistent with the past several years. Boards average 9.3
independent directors and 1.5 non-independent directors.

» The CEO is the only non-independent director on 65% of S&P 500
boards, up one point from 2021 and compared with 59% in 2012 — a
10% shift over the decade.

Nearly 9o% of boards have annual director elections and majority

voting for directors

» Over the past decade, most S&P 500 boards have moved to a
declassified board structure, where directors stand for election by
shareholders annually. Today, 89% of boards have one-year terms
— down one point from 2021 and compared with 83% in 2012. The
remaining 11% of boards have three-year terms.

» Eighty-eight percent of boards have policies requiring directors to offer
their resignation if they fail to receive a majority vote from shareholders.
Boards retain the discretion to accept or decline a director’s resignation.

S&Ps5o00 DIRECTORS: TERM LENGTHS

1year 89% I 9o% I 83% I ‘
3years n% I 0% . 17% ‘
A ESpencer Stuart Board Index 202240k # https://www.spencerstuart.com
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Nearly all boards disclose their racial or ethnic diversity, and
appointments from historically underrepresented groups are
increasing

» Ninety-three percent of S&P 500 boards disclosed their racial or ethnic
composition, a substantial shift from 2021 (60%). Forty-one percent
of those boards identify directors from historically underrepresented
groups by name, for those who volunteered to self-identify — up from
28% last year.

>

v

Ninety-nine percent of S&P 500 boards have at least one director from
a historically underrepresented group, defined as a woman, Black or
African American, Asian, Hispanic or Latino/a, two or more races or
ethnicities, American Indian or Alaska Native and Native Hawaiian or
other Pacific Islander, compared with 92% in 2021.

>

v

Despite the record number of new directors from historically
underrepresented groups recruited during the 2022 proxy year,
persistent low boardroom turnover means the overall representation
of some demographic groups on S&P 500 boards trails their
representation in the U.S. population.

» Twenty-two percent of all S&P 500 directors are from an
underrepresented racial or ethnic group, up one percentage point from
last year. Forty-six percent of new directors are from such groups, down
one point from 2021.

Fifty-six (11.5%) S&P 500 boards are led by Black or African American,
Hispanic or Latino/a, Asian, American Indian or Alaska Native or
multiracial CEOs. Companies led by underrepresented CEOs are more
likely to have underrepresented directors on their boards.

>

v

S&P 500 BOARD REPRESENTATION VERSUS U.S. POPULATION

New S&P 500 directors All S&P directors U.S. Census Bereau
%women 46% I 32% . 50.8% [N
% from underrepresented [
racial or ethnic groups oz 22% HE 42% [—
% Black or Afri
% Black o African 26% I % W 13.4% I
9 Hispanic and/or I
Latino/a 8% 5% I 18.5% [l
% Asian 0% IS % 5.9%
% American Indian or
! | .
Alaska Native o 1% | 1:3% |
9% Two or more races I
(multiracial) % 1% | 2.8% |
K [ESpencer Stuart Board Index 2022&b k¥ https://www.spencerstuart.com
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Half of new directors have international experience

» Fifty percent of new directors have experience working internationally
(defined as having spent time working in a non-U.S. location), up from
34% last year.

» Sixteen percent of new independent directors were born outside the
U.S., the same proportion as in 2021.

» Thirteen percent of new directors born outside the U.S. are active CEOs
and another 19% are retired CEOs. A further 19% are division/subsidiary
leaders.

NEW DIRECTORS APPOINTED TO S&P 500 BOARDS WITH
INTERNATIONAL EXPERIENCE

g
2021 ‘ N, 34%%

2022

Functional and division corporate executives are the most common
new director backgrounds

» Active and retired CEOs account for 23% of new directors, slightly up
from last year (22%) but down from 30% in 2017 and 37% in 2012.

» One-third (33%) of new S&P 500 directors are other active and retired
corporate executives, excluding CEOs but including functional and
division or subsidiary executives — the same number as last year, up
from 24% five years ago and 22% a decade ago.

» Fifty-six percent of new directors today are actively employed, a decline
from 62% a decade ago.

» The technology, consumer and financial services sectors are the largest
sources of new directors, accounting for 17%, 13% and 12% of new
independent directors, respectively.

» The top industry destinations for new independent directors in 2022 are
the technology and financial sectors, which appointed 17% and 15% of
new directors, respectively. The technology sector makes up 15% of all
S&P 500 boards and the financial sector 13%.

» Twenty-one percent of new directors have some experience in the
government or the military, compared to 19% in 2021.

S&P 500 DIRECTORS: NEW INDEPENDENT DIRECTORS’ FUNCTIONAL

BACKGROUNDS

2022 2021 2017 2012
Active CEOs/chairs/presidents/COOs 14% 14% 18% 25%
Retired CEOs/chairs/presidents/COOs 12% 12% 18% 16%
Divisionary/subsidiary leaders 13% 12% 9% 12%
Line and functional leaders 20% 21% 15% 10%
Financial backgrounds 23% 27% 29% 22%

K FESpencer Stuart Board Index 2022&b i ¥ https://www.spencerstuart.com
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Few boards have established director term limits

» Just 35 S&P 500 boards (7%) report having term limits for non-
executive directors, four more than last year. Term limits range from 10
to 20 years, with 24 boards (69% of those with them) setting limits at 15
years or more.

» Sixty-four percent of boards explicitly state in their corporate
governance guidelines that they do not have term limits. Twenty-eight
percent do not mention term limits. Four companies (1%) disclose that
director terms are not unlimited but do not specify a number.

» Hybrid tenure policies are emerging. For example, Microsoft’s tenure
policy targets an average tenure of 10 years or less for the board’s
independent directors.

Half of boards with mandatory retirement set the age at 75 or older

» Seventy percent of S&P 500 boards disclose that they have a mandatory
retirement age for directors, the same as last year. This has declined
modestly during the past 10 years — from 73% in 2012.

» Fifty-three percent of boards with mandatory retirement ages set them
at 75 or older.

» Eighteen percent of boards report not having a mandatory retirement
age, while 12% do not discuss mandatory retirement in their corporate
governance guidelines.

S&P 500: MANDATORY RETIREMENT AGES AMONG BOARDS WITH
RETIREMENT POLICIES

2022 2017 2012
Boards with retirement policy 70% 73% 73%
70 and younger 3% 4% 14%
71 1% 0% 1%
72 36% 44% 54%
73 3% 4% 5%
74 5% 6% 4%
75 and older 53% 42% 22%
A ESpencer Stuart Board Index 20224k #s https://www.spencerstuart.com
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