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Key Takeaways e The global COVID-19 pandemic and an elevated culture of shareholder engagement have

heightened the time commitment required to serve as a director on a public company board.

« Investors would benefit from increased transparency over how Nominating Committees
assess their directors’ time commitments and what factors are included in this discussion.

» This guidance sets forth our expectations for Nominating Committees to evaluate their
directors’ time commitments, regularly assess director effectiveness, and provide public
disclosure on their policies and efforts to investors.

A Historic Transition

The global COVID-19 pandemic and an elevated culture of shareholder engagement have
heightened the time commitment required to serve as a director on a public company board.
State Street Global Advisors’ Asset Stewardship team values the critical role that effective
boards play in keeping management focused on their companies’ long-term goals. Through
our engagements with portfolio companies, we learned how their strategies and operations are
continuously reinvented to meet a confluence of challenges, including the global health crisis
and the systemic risks of climate change and gender, racial and ethnic inequity. These forces
continue to shape board agendas, with directors citing corporate resiliency' as the emerging
topic most central to their conversations in 2021.

The Evolving Role
and Expectations
of Directors

To effectively manage the risks and opportunities facing their companies, directors are meeting
more often. In 2021, S&P 500 boards formally met an average of 94 times,? a 25% year-over-year
increase. FTSE 150 boards held an average of 11.6 meetings in 2021, a 50% increase compared to
2020, reflecting the global nature of this development.

Additionally, a more robust engagement culture with both internal and external stakeholders has
placed more demands on directors’ time.

SPAC Directorship

The rise of Special Purpose Acquisition Companies (“SPACs”) continues to shape our
governance discussions with boards. The rapid pace of SPAC activity has continued to challenge
traditional models of corporate governance, and has driven strong demand for qualified SPAC
directors, many of whom also serve as public company directors.
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Through our continued dialogue with directors serving on both SPAC and public company
boards, we have learned the following:

»  While SPAC director time commitment requirements vary depending on the individual
and SPAC board, they are generally less than the average time associated with public
company directorship.

« SPAQCs are typically subject to a two-year time horizon to find an acquisition target, and
directors are generally called on to spend their most significant service time in the final
months before the acquisition closes with the target company.

* Typically, no more than one SPAC director rolls onto the new entity’s board in an
official capacity.

« Inmany cases, multiple members of the SPAC sponsor management team remain on the
board once the target company goes public.

e SPAC sponsors play a much more time-consuming role relative to directors, and their
responsibilities include raising capital, deal sourcing, and conducting deep due diligence on
potential targets.

» SPAC director responsibilities include evaluating target candidates, facilitating industry
introductions, and providing general oversight over the process.

Given these findings, we do not consider service on a SPAC board when evaluating directors for
excessive commitments. However, we do expect these roles to be considered by Nominating
Committees when evaluating director time commitments.

Our Guidance
Director Time

on

Commitments

Insights gleaned from our director engagements, coupled with a growing body of research,?
reflect the ever-increasing time commitment associated with serving as a director on a public
company board. Directors have a challenging role, and the topics they are expected to oversee
have increased in scope and complexity.

Despite the elevated oversight expectations on directors and the company boards on which they
serve, 112 boards among the S&P 500 do not report specific limits on additional board service.®
Investors would benefit from increased transparency over how Nominating Committees assess
their directors’ time commitments and what factors are included in these decisions. We believe
well-governed boards are responsible for establishing, enforcing and disclosing their director
commitment policies.

We expect Nominating Committees to evaluate their directors’ time commitments, regularly assess
director effectiveness, and provide public disclosure on their policies and efforts to investors.
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Voting When voting on the election or re-election of a director, we consider the number of outside board
Incorporating Our directorships that a non-executive and an executive may undertake. Thus, State Street Global
Advisors may take voting action against a director who exceeds the number of board mandates
listed below:

Guidance into Our
Voting Policies

« Named Executive Officers (NEOs) of a public company who sit on more than two public
company boards

* Non-executive board chairs or lead independent directors who sit on more than three public
company boards

+ Director nominees who sit on more than four public company boards

For non-executive board chairs/lead independent directors and director nominees who hold
excessive commitments, as defined above, we may consider waiving our policy and vote in
support of a director if a company discloses its director commitment policy in a publicly available
manner (e.g., corporate governance guidelines, proxy statement, company website). This policy
or associated disclosure must include:

¢ A numerical limit on public company board seats a director can serve on
— This limit cannot exceed our policy by more than one seat
» Consideration of public company board leadership positions (e.g., Committee Chair)
« Affirmation that all directors are currently compliant with the company policy
» Description of an annual policy review process undertaken by the Nominating Committee to
evaluate outside director time commitments
A Sample Disclosure Might Look Like:

“Directors can sit on no more than five public company boards (including our
own), with consideration given to public company leadership roles and outside
commitments. The Nominating Committee conducts an annual review of director
commitment levels, and affirms that all directors are compliant at this time.”

If a director is imminently leaving a board and this departure is disclosed in a written, time-bound
and publicly-available manner, we may consider waiving our withhold vote when evaluating
directors for excessive commitments.

Service on a mutual fund board, the board of a UK investment trust or a Special Purpose
Acquisition Company (SPAC) board is not considered when evaluating directors for excessive
commitments. However, we do expect these roles to be considered by Nominating Committees
when evaluating director time commitments.
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Conclusion

We remain focused on our fiduciary duty to improve long-term value of our clients’ investments.
It is our conviction that well-governed boards are best placed to evaluate their directors’ time
commitments, and that Nominating Committees are responsible for establishing, enforcing and
disclosing their director commitment policies to investors.

Endnotes

1 Celia Huber, Frithjof Lund and Nina Speilmann, “How

boards have risen to the COVID-19 challenge, and
what's next,” McKinsey & Company, (April 2021), https:/
mckinsey.com/business-functions/strategy-and-
corporate-finance/our-insights/how-boards-have-
risen-to-the-covid-19-challenge-and-whats-next.

2Julie Hembrock Daum, Kathleen M. Tamayo, Ann
Yerger, “2021U.S. Spencer Stuart Board Index,” Spencer
Stuart, (November 2021), https:/spencerstuart.com/-/
media/2021/october/ssbi2021/us-spencer-stuart-
board-index-2021.pdf.

3Tessa Bamford, Monisha Banerjee, Livia Enomoto,
Keith Fryer, Leoni Fruhwirth, Celia Jackson, Nadia
Kangmasto, Alastair Rolfe, Alice Wyatt. “2021 UK
Spencer Stuart Board Index” Spencer Stuart,
(November 2021), https:/spencerstuart.com/
research-and-insight/uk- board-index.

Celia Huber, Frithjof Lund and Nina Speilmann, “How
boards have risen to the COVID-19 challenge, and what’s
next,” Julie Hembrock Daum, Kathleen M. Tamayo, Ann
Yerger, “2021 U.S. Spencer Stuart Board Index,”

Julie Hembrock Daum, Kathleen M. Tamayo, Ann Yerger,
“2021U.S. Spencer Stuart Board Index,”

STATE STREET

GLOBAL
ADVISORS

Guidance on Board Oversight of Director Time Commitments


https:// mckinsey.com/business-functions/strategy-and- corporate-finance/our-insights/how-boards-have- risen-to-the-covid-19-challenge-and-whats-next
https:// mckinsey.com/business-functions/strategy-and- corporate-finance/our-insights/how-boards-have- risen-to-the-covid-19-challenge-and-whats-next
https:// mckinsey.com/business-functions/strategy-and- corporate-finance/our-insights/how-boards-have- risen-to-the-covid-19-challenge-and-whats-next
https:// mckinsey.com/business-functions/strategy-and- corporate-finance/our-insights/how-boards-have- risen-to-the-covid-19-challenge-and-whats-next
https://spencerstuart.com/-/ media/2021/october/ssbi2021/us-spencer-stuart- board-index-2021.pdf
https://spencerstuart.com/-/ media/2021/october/ssbi2021/us-spencer-stuart- board-index-2021.pdf
https://spencerstuart.com/-/ media/2021/october/ssbi2021/us-spencer-stuart- board-index-2021.pdf
https://spencerstuart.com/research-and-insight/uk- board-index
https://spencerstuart.com/research-and-insight/uk- board-index

About State Street

Our clients are the world’s governments, institutions and financial advisors. To help them achieve

Global Advisors their financial goals we live our guiding principles each and every day:
e Start with rigor
e Build from breadth
* Invest as stewards
e Invent the future
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views of SSGA Asset Stewardship Team through
the period ended April 12,2023 and are subject
to change based on market and other conditions.
This document contains certain statements that
may be deemed forward-looking statements.
Please note that any such statements are not
guarantees of any future performance and
actual results or developments may differ
materially from those projected.

Investing involves risk including the risk of loss
of principal.

The whole or any part of this work may not be
reproduced, copied or transmitted or any of its
contents disclosed to third parties without
SSGASs express written consent.

Allinformation is from SSGA unless otherwise
noted and has been obtained from sources
believed to be reliable, but its accuracy is not
guaranteed. There is no representation or
warranty as to the current accuracy, reliability or
completeness of, nor liability for, decisions based
on such information and it should not be relied
onas such.

The information provided does not constitute
investment advice and it should not be relied on
as such. It should not be considered a solicitation
to buy or an offer to sell a security. It does not
take into account any investor’s particular
investment objectives, strategies, tax status or
investment horizon. You should consult your tax
and financial advisor.
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The returns on a portfolio of securities which
exclude companies that do not meet the
portfolio's specified ESG criteria may trail the
returns on a portfolio of securities which include
such companies. A portfolio’s ESG criteria may
result in the portfolio investing in industry
sectors or securities which underperform the
market as a whole.

This communication is directed at professional
clients (this includes eligible counterparties as
defined by the appropriate EU regulator who are
deemed both knowledgeable and experienced in
matters relating to investments. The products

and services to which this communication
relates are only available to such persons and
persons of any other description (including retail
clients) should not rely on this communication.

The trademarks and service marks referenced
herein are the property of their respective
owners. Third party data providers make no
warranties or representations of any kind
relating to the accuracy, completeness or
timeliness of the data and have no liability for
damages of any kind relating to the use of
such data.

Responsible-Factor (R Factor) scoring is
designed by State Street to reflect certain ESG
characteristics and does not represent
investment performance. Results generated out
of the scoring model is based on sustainability
and corporate governance dimensions of a
scored entity.

The information contained in this
communication is not a research
recommendation or ‘investment research’
and is classified as a ‘Marketing
Communication’ in accordance with the
Markets in Financial Instruments Directive

(2014/65/EU) or applicable Swiss
regulation. This means that this marketing
communication (a) has not been prepared
in accordance with legal requirements
designed to promote the independence of
investment research (b) is not subject to
any prohibition on dealing ahead of the
dissemination of investment research.
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