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As stewards of near-permanent capital to thousands of
public companies across the world, State Street Global
Advisors focuses on risks and opportunities that may
impact long-term value creation for our clients. We rely
on the elected representatives of the companies in which
we invest — the board of directors — to oversee these
firms’ strategies. We expect effective independent board
oversight of the material risks and opportunities to its
business and operations. We believe that appropriate
consideration of these risks and opportunities is an
essential component of a firm’s long-term business
strategy, and expect boards to actively oversee the
management of this strategy.

This paper provides guidance to our portfolio companies
on how we evaluate the effectiveness of the board
oversight of the risks and opportunities and should be
read in conjunction with our Global Proxy Voting and
Engagement Principles and applicable regional proxy
voting and engagement guidelines It also outlines our
approach to incorporating these perspectives into our
voting and engagement.
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Guidance On Effective When evaluating a board’s oversight of financially material risks and opportunities, we assess the
Board Oversight following factors, based on disclosures and engagements with directors.

Oversees Long-term Strategy

» Articulates the material risks and opportunities and how those risks and opportunities fit into
the firm’s long-term business strategy

» Regularly assesses the effectiveness of the company’s long-term strategy, and management’s
execution of this strategy

For example, we leverage established frameworks, such as The Sustainability Accounting
Standards Board (SASB) Materiality Map to inform our views on the materiality of environmental
and social issues at a given company. We have also established the following priorities for proxy
voting and engagement: Effective Board Oversight; Climate Risk Management; Human Capital
Management; and Diversity, Equity & Inclusion.

Demonstrates an Effective Oversight Process

» Describes which committee(s) have oversight over specific risks and opportunities, as well as
which topics are overseen and/or discussed at the full-board level

» Includes risks and opportunities in board and/or committee agendas, and articulates how
often specific topics are discussed at the committee and/or full-board level

« Utilizes KPIs or metrics to assess the effectiveness of risk management processes

» Engages with key stakeholders including employees and investors

Ensures Effective Leadership

« Holds management accountable for progress on relevant metrics and targets

» Integrates necessary skills and perspectives into the board nominating and executive hiring
processes, and provides training to directors and executives, including on topics material to
the company’s business or operations

e Conducts a periodic effectiveness review

Ensures Disclosures of Material Information

« Ensures publication of relevant disclosures, including those regarding material topics

— For example, we expect companies to disclose against the four pillars of the Task Force
on Climate-related Financial Disclosures (TCFD) framework
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Incorporating our
Expectations for
Effective Oversight
Into our Proxy Voting
and Engagement
Practices

As responsible stewards, we believe in the importance of effective risk management and
oversight of issues that are material to a company. To effectively assess the risk of our clients’
portfolios and the broader market, we expect our portfolio companies to manage risks and
opportunities that are material and industry-specific and that have a demonstrated link to
long-term value creation, and to provide high-quality disclosure of this process to shareholders.

Consistent with this perspective, we may seek to engage with our portfolio companies to better
understand how their boards are overseeing risks and opportunities the company has deemed
to be material to its business or operations. If we believe a company has failed to implement
and communicate effective oversight of these risks, we may consider voting against the
directors responsible.

Next Steps
For Directors

We encourage directors to review our existing guidance, as well as our voting guidelines, all of
which can be found on our website. We believe regular engagements with directors is an essential
component of successful long-term partnerships with our portfolio companies. Please reach out
to the Asset Stewardship team at GovernanceTeam@ssga.com to request an engagement or
share your ideas on effective board oversight.
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https://www.ssga.com/us/en/institutional/ic/capabilities/esg/asset-stewardship/asset-stewardship-report-library
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About State Street
Global Advisors

For four decades, State Street Global Advisors has served the world’s governments, institutions
and financial advisors. With a rigorous, risk-aware approach built on research, analysis and
market-tested experience, we build from a breadth of index and active strategies to create
cost-effective solutions. And, as pioneers in index, ETF, and ESG investing, we are always
inventing new ways to invest. As a result, we have become the world’s fourth-largest asset
manager* with US $3.48 trilliont under our care.

*Pensions & Investments Research Center, as of December 31, 2021.

t This figure is presented as of December 31,2022 and includes approximately $58.60 billion USD of assets with respect
to SPDR products for which State Street Global Advisors Funds Distributors, LLC (SSGA FD) acts solely as the marketing
agent. SSGA FD and State Street Global Advisors are affiliated. Please note all AUM is unaudited.
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Important Risk Information

Investing involves risk including the risk of loss
of principal.

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.

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.

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 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.

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 on as such.

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 State
Street Global Advisors’ express written consent.
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