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Introduction

For corporate executives and directors, 2023 should probably have felt calmer
than it has, given the events of the last several years. But the ride remains a rocky
one. Russia’s war on Ukraine persists, exacerbating global tensions and trade
conflicts. Extreme weather events have not only strained power grids and forced
emergency action but ramped up pressure for companies to accelerate their net-
zero timelines. New government regulations carry major ramifications, which are
still coming into focus, for corporate strategy and investment. Rapidly evolving

Al technologies are disrupting established business models across industries.
Stakeholders are looking to corporate leaders to address major social issues,
notwithstanding strong disagreement on how those issues should be addressed.
All of this points to the fact that the business community must embrace
the need to change. And that change imperative is top of mind in every
boardroom.

For over 15 years, PwC’s Annual Corporate Directors Survey has taken the pulse
of the corporate boardroom. And this year’s survey of over 600 public company
directors suggests the pace with which directors are evolving to meet these
challenges remains slow. Resistance to evolution continues to plague many
boards, particularly when it requires self-reflection about their own composition.
While it’s more important than ever that organizations have the right people in
the boardroom to oversee their strategy for today and tomorrow, many directors
remain reluctant to take action on board refreshment. And though directors tell
us they are ready to handle enhanced disclosures in areas such as sustainability,
there is a growing hesitancy when it comes to seeing the link between ESG factors
and company strategy and performance.

The news is not all grim, though. Directors’ views on shareholder engagement
have evolved. Their confidence level in technical topics such as cybersecurity has
grown. Strides have been made when it comes to diversifying the boardroom,
though it remains a work in progress.

But progress is not a journey with a finish line — and boards still have work to

do in responding to the imperative to change. Our hope is that this year’s

survey will provide the insights and benchmarking that boards need to address
this evolution head on. In a time of change for corporations, boards have the
opportunity to lead the way, setting the pace for C-suite leaders. This year’s
survey not only shows where directors may need to confront roadblocks, but also
indicates a path forward.
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Key findings

Directors are critical of peers yet are not More directors say they are prepared to
using the board assessment process to oversee ESG disclosure, but only half see
drive change the link between ESG and company strategy
o o of directors think someone Prepared to oversee |  ESG issues are linked to
[I‘\_)? 4 5 % on their board should be mandatory ESG . the company’s strategy
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Directors see the value in board diversity
but feel the issue has become politicized

Boards may be overconfident in their

crisis preparedness

Despite somewhat incomplete readiness activities,

directors are confident in their crisis response abilities Diversity 82%
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Directors are more cyber confident

of executive compensation is improving

Fewer directors feel that executives are overpaid, Fewer directors see cybersecurity as a significant
compared with six years ago oversight challenge

2017 70%
: 49%
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Most directors have a positive view of core Boards continue to directly — and

board practices productively — engage with shareholders

(other than the CEO) engaged with

* Enough time to prepare for board meetings shareholders in the past year

¢ Meaningful discussions in private sessions :
* The right committee structure e >
* Sufficient time allocated to committee work

More than 8 in 10 directors say their boards have: 5 4 % of directors say someone on their board
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Introduction

Board refreshment

What are directors saying?

Directors are critical of peers yet are not
using the board assessment process to
drive change

Over the last five years, directors’ criticism of the
performance of their peers hasn’t necessarily
translated into changes in board composition. It
seems that the board assessment process, which
should identify performance issues, is not being
leveraged to its full capabilities. In fact, only 11% of
directors say their board’s assessment processes
resulted in the decision to not renominate a director.

What’s driving this?

Notwithstanding increased attention on board
refreshment, annual rates of turnover in the S&P

500 were approximately . Rules-based
refreshment mechanisms have proven neither
particularly effective nor popular. While mandatory
retirement age is common, over half of boards set it at
75 or older, and only 8% of S&P 500 companies have
adopted term limits for non-executive directors. In
our research, directors have pointed to an ineffective
assessment process and board leadership’s
unwillingness to initiate difficult discussions about
stepping down as two of the stumbling blocks to
board refreshment.

What’s underneath the data?

Board leadership structure may impact
assessment actions

Directors on boards with non-executive independent
chairs are more likely to say their board made
changes as a result of their assessment processes,
compared with their peers whose boards have
combined CEO/chairs.
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Percentage of directors who think at least one
director on their board should be replaced

2019 2020 2021 2022 2023
Yet,

2 39

& O

say their boards have not made any changes as a
result of their last board assessment

Q3. In your opinion, how many directors on your board should be replaced?

(select one);

Q7. In response to the results of your last board/committee assessment process, did
your board/committee decide to do any of the following? (select all that apply)

Base: Q3: 731 (2019); 686 (2020); 841 (2021); 693 (2022); 614 (2023); Q7: 600
Sources: PwC, Annual Corporate Directors Survey, 2019-2023.

Directors who say their boards have taken
action as a result of the board assessment
process:

56%

Directors on boards
with a CEO chair

68%

Directors on boards
with non-executive
independent chairs

Q7. In response to the results of your last board/committee assessment process, did
your board/committee decide to do any of the following? (select all that apply)

Base: 532

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.
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Board assessments are not driving Assessments are too much of a
desired turnover “check the box” exercise

Directors who say two or more of their peers should be Directors who want two or more peers replaced
replaced are more likely to view the board assessment I 652
process negatively. All respondents

I 41 %

There are inherent limitations to
being “frank”

Directors who want two or more peers replaced

I 71 %o

All respondents

I 56 %

Q6. Regarding board/committee performance assessments, to what extent do you
believe the following?

Base: 600-601

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

Year after year, directors tell us that they would like
to see more turnover on their boards. This year,
75% of directors express confidence that their
boards could effectively remove underperforming
directors. Yet refreshment remains a challenge.
Not surprisingly, the directors who think their
board’s assessment processes are ineffective are
more likely to desire change:

o of directors who say their board’s
assessment process is not effective want
someone on their board replaced

. want at least two directors on their board

replaced . .
For more information:
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ESG oversight

What are directors saying?

More directors say they are prepared to
oversee ESG disclosure, but only half see the
link between ESG and company strategy

Just over half of directors say their boards are
sufficiently prepared to oversee forthcoming
mandatory ESG disclosures, up from 25% in 2022.
But ever fewer directors feel that ESG issues are
linked to strategy.

What’s driving this?

The impact of any given ESG topic on a company
varies greatly by size, geographic footprint, industry
and more. But the risks and opportunities are

real, and directors play a key role in challenging
management to think creatively about strategic
alternatives and opportunities available after
prioritizing which topics are linked to the company’s
strategy. At the same time, some stakeholders (state
governments, investors and activists) have pushed
back on the perceived ESG “agenda.” In 2023, 21
state attorneys general sent letters to a handful of
investors citing concerns about the weight placed on
ESG factors in proxy voting at annual meetings. It’s
easy to lose the connection to strategy when viewing
ESG as an agenda on a discrete set of topics instead
of a way to understand emerging market forces.

It’s also worth noting that since we fielded this
survey in the spring of 2023, even the term “ESG”
has been scrutinized, with a move toward using the
term sustainability.

What’s underneath the data?

Directors say their boards are discussing
climate change somewhat less

Given global regulators and others’ increasing focus
on climate change, we would have expected more
board discussion year over year.
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Percentage of directors who say their board
is prepared to oversee mandatory ESG

disclosures
. 51%

2022

2023

Percentage of directors who say ESG issues
are linked to the company’s strategy

o

Q21. With which of the following statements do you agree about ESG issues? (select
all that apply)

Base: 788 (2021); 636 (2022); 531 (2023)

Sources: PwC, 2021 Annual Corporate Directors Survey, October 2021; PwC, 2022
Annual Corporate Directors Survey, October 2022; PwC, 2023 Annual Corporate
Directors Survey, October 2023.

Our board has discussed climate change in
the past 12 months

2022

I 51 %

2023

I 48 %

Q19. In the last 12 months, to what extent has your board discussed the following
ESG issues? Responses: Substantially and somewhat

Base: 649 (2022); 555 (2023)

Sources: PwC, 2022 Annual Corporate Directors Survey, October 2022; PwC, 2023
Annual Corporate Directors Survey, October 2023.
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Gender disconnect on ESG issues ESG issues are linked to company strategy

Female directors are more likely to see ESG .
Female directors

issues as linked to company strategy and having a I 67

Male directors

I 51 %

financial impact on company performance.

ESG issues have a financial impact
on company performance

Female directors

I 61 %

Male directors

I 35%

Q21. With which of the following statements do you agree about ESG issues? (select
all that apply)

Base: 514

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

Directors may be weary of discussing ESG,

an often-poorly defined catchall category, but
regulatory disclosure readiness will only grow in
importance. And despite directors’ increasing
confidence when it comes to oversight of
mandatory disclosures, many tell us they don’t
understand key risks. In particular:

o say their board does not understand
carbon emissions very well or at all

o say their board does not understand
climate risk/strategy very well or at all

Many companies have some disclosure processes

and controls in place; however, directors should

understand exactly where the company is. And

since one-third (34%) of directors acknowledge

not understanding the internal controls and

processes that support ESG data collection very For more information:
well or at all, reviewing how management gains

confidence in that data could be helpful.
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Crisis management

What are directors saying?

Boards may be overconfident in their crisis
preparedness

Despite nearly every director surveyed telling us they
think their board is prepared to guide the company
through a crisis, 70% say they haven'’t participated
in a tabletop exercise, 48% haven’t agreed upon

a written escalation plan and 32% haven’t defined
board leadership’s role in a crisis.

What’s driving this?

The last few years have renewed boards’ focus

on crisis management and resiliency. You may

be thinking that weathering a pandemic and

global upheaval has steeled leaders for the next
crisis. But it is key actions such as performing an
effective post-crisis review, focusing on continuous
improvement and having a robust plan in place that
position a company to come out ahead next time.
Crisis response is a process that should evolve
through iteration and exercise; opportunities for
learning should be the norm and expected by both
management teams and boards.

What’s underneath the data?

Slippage with crisis management protocols
Even after the tumultuous last several years, fewer
directors tell us their boards have taken foundational
crisis management planning steps compared with a
few years ago.
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of directors
are confident their board can
guide the company through a
crisis
Yet,

70 % have not

participated in tabletop
exercises

48 % have not

created a crisis management
escalation nolicv
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Q25. How confident are you in your board’s ability to effectively: Responses:
Very much and somewhat; Q16. With regard to crisis management oversight
(e.g., cyberattack, natural disaster, financial fraud allegations), has your board
done any of the following?

Base: 550; 571-576
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

Have not created a written escalation policy

_YIRY 48%

2019 2023

Have not participated in tabletop exercises

44% 70%

2019 2023

Have not discussed regulatory/enforcement

agency contact protocols
36%

P 13%

Q16. With regard to crisis management oversight (e.g., cyberattack, natural disaster,
financial fraud allegations), has your board done any of the following?

Base: 267-472 (2019); 571-579 (2023)

Sources: PwC, 2019 Annual Corporate Directors Survey, October 2019; PwC, 2023
Annual Corporate Directors Survey, October 2023.
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Smaller companies may be less prepared Have not created a written
for a crisis escalation policy

Directors at smaller companies say their board Revenue less than $1 billion
is less likely to have taken key crisis response I 60 %

preparation steps. Revenue more than $10 billion

I 33%

Have not participated in tabletop exercises
Revenue less than $1 billion

I 80%

Revenue more than $10 billion

I 57 %

Q16. With regard to crisis management oversight (e.g., cyberattack, natural disaster,
financial fraud allegations), has your board done any of the following?

Base: 252-254

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

After navigating a series of major global health
and geopolitical crises, it would be surprising if
management teams weren’t more prepared than
they were four years ago. There will undoubtedly
be future crises, and the next one might be even
more disruptive. Boards should not conflate the
number of board discussions on these issues
with assurance that everything is covered for
the future. Crisis preparedness is a continuous
process, not a one-time exercise. A tabletop
exercise is a critical component of any company’s
crisis response readiness, so it may be time to
revisit the plan.

For more information:
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Board diversity

What are directors saying?

Directors see the value in board diversity but
feel the issue has become politicized

While most directors agree that diversity brings
unique perspectives and enhances board
performance, more than half believe that diversity
efforts are driven by political correctness; about one-
third suggest that diversity efforts put less-qualified
candidates on the board.

What’s driving this?

Numerous studies link board diversity with positive
business outcomes. Proxy advisors and institutional
investors are aligning their recommendations and
votes to support diversity and result in consequences
when it is lacking. Efforts have paid off: nearly

in the
S&P 500 were from diverse groups. But with turnover
low, equity has still not been achieved.

It’s unclear how to assess directors’ impressions
that diversity efforts result in unqualified candidates
on the board. Lack of board experience in new
candidates may be a key factor contributing to this
view: nearly one-third of the S&P 500’s 2023 new
director class were

What’s underneath the data?

The gender divide on the importance and
impact of board diversity deepens

While every surveyed female director now views
gender diversity as important for boards, a record-
low percentage of male directors agree.

1 PwC’s 2023 Annual Corporate Directors Survey
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diversity

Percentage of directors who agree with the
following statements about board diversity

Brings unique perspectives to the boardroom
I, 037/
Enhances board performance

I 2%

Efforts are driven by political correctness
I 55
Results in boards nominating unqualified candidates

I 0

Q4. To what extent do you agree with the following statements about board diversity?
Responses: Strongly agree and somewhat agree

Base: 613-615

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

Directors who agree that gender diversity is an
important attribute on their board:

99% 100%
90%
90%
80%
73%
2016 2019 2023

Il Female directors Il Male directors

Q1. How would you describe the importance of the following skills, competencies or
attributes on your board?: Gender diversity; Responses: Very important and some-
what important

Base: 811 (2016); 691 (2019); 548 (2023)

Sources: PwC, 2016 Annual Corporate Directors Survey, October 2016; PwC, 2019
Annual Corporate Directors Survey, October 2019; PwC, 2023 Annual Corporate
Directors Survey, October 2023.
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Similarly, the percentage of male directors who
think board diversity enhances board performance
was a record-low 76% (down from 85% in 2019).

Our survey shows that boards generally agree on
the benefits of having a diverse set of directors.
Many have taken action in recent years to
demonstrate this belief. Specifically, over the last
two years:

o of directors say their companies disclosed
information about board diversity in proxy
statements

o say their boards replaced a retiring
director with one who increases the board’s
diversity

While boards have made strides to increase
diversity, there’s still room for improvement.
Specifically, directors should seek a diverse slate
of candidates when interviewing for a new position
and be proactive in board succession planning;
only 15% of directors tell us they amended/
modified their board’s succession plan to ensure
increased diversity in the future.

12 PwC’s 2023 Annual Corporate Directors Survey
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findings refreshment oversight

Board
diversity

Crisis
management

Male directors who agree that board diversity
enhances board performance:

2019

I 85 %

2023

I 76 %

Q4. To what extent do you agree with the following statements about board
diversity? Responses: Strongly agree and somewhat agree

Base: 553 (2019); 393 (2023)

Sources: PwC, 2019 Annual Corporate Directors Survey, October 2019; PwC,
2023 Annual Corporate Directors Survey, October 2023.

For more information:
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Executive compensation

What are directors saying?

For the moment, sentiment toward levels of
executive compensation is improving

Fewer directors feel that executives are overpaid,
compared with six years ago.

What’s driving this?

Companies seem to be getting better at connecting
executive pay to performance outcomes. Shareholder
support for executive compensation

. This suggests that
companies may be figuring out the balance between
compensation program design and shareholder
expectations.

Demands for transparency may also be giving
more comfort and insight to stakeholders. The

that first appeared
in 2023 proxy statements require companies to be
more transparent about executive pay. Specifically,
executive compensation has to be compared to the
company'’s financial performance. While management
is responsible for creating the disclosure, it is based
on objectives and metrics set by the compensation
committee. Going forward, compensation discussions
will need to include visibility into the most important
metrics that will be listed in the proxy and how various
performance scenarios will impact compensation
actually paid.

What’s underneath the data?

Fewer directors link executive pay to
income inequality

Since we last asked directors their thoughts on
executive pay and income inequality in 2017,
sentiment has grown favorably.

13 PwC’s 2023 Annual Corporate Directors Survey
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Executives are overpaid

2017

50%

Q24. To what extent do you agree with the following regarding executive pay in
the US?

Base: 820 (2017); 545 (2023)

Sources: PwC, 2017 Annual Corporate Directors Survey, October 2017; PwC,
2023 Annual Corporate Directors Survey, October 2023.

Executive pay exacerbates income
inequality

66% 57%

2017 2023

Q24. To what extent do you agree with the following regarding executive pay in the
US? Responses: Very much and somewhat

Base: 816 (2017); 542 (2023)

Sources: PwC, 2017 Annual Corporate Directors Survey, October 2017; PwC, 2023
Annual Corporate Directors Survey, October 2023.
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Directors lean toward historical non-financial
metrics for executive pay

While tying executive compensation to ESG goals
(e.g., diversity, equity and inclusion, environmental)
may be getting attention from investors and other
stakeholders, directors cite areas such as customer
satisfaction and succession planning as metrics that
should be included in executive compensation plans.

Generally, executive pay is largely based on
company performance; however, a portion is
based on a variety of other non-financial metrics.
While being mindful of incentivizing the wrong
behaviors or setting targets that are unrealistic
or simplistic, ask whether compensation is
reinforcing or undermining the company’s stated
values.

No matter what metrics are used, directors must
be knowledgeable about the structure of executive
pay packages. Pay for performance disclosures
provide more insight than ever into how executive
pay is tied to company performance — and

can garner attention when there is a mismatch.
Directors will be held accountable for the
disclosure by shareholders, either through
“say-on-pay” votes or voting on the directors
themselves.

14 PwC’s 2023 Annual Corporate Directors Survey
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The following metrics should be included
in executive compensation plans:

Customer satisfaction
I 63 %
Succession planning
I 5320
Employee engagement and attrition rates
I 53 %
Diversity, equity and inclusion metrics
I 44 %o
Environmental goals

I 31%

Q23. Which of the following non-financial metrics do you think should be included in
executive compensation plans? (select all that apply)

Base: 547

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

For more information:
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Cyber oversight

What are directors saying?

Directors are more cyber confident

The percentage of directors who feel cybersecurity
oversight is a significant oversight challenge for
their boards went down from 59% in 2022 to 49%
in 2023.

What'’s driving this?
In the wake of focus from regulators and other
stakeholders, boards and management teams
have been stepping up the frequency and depth of
cybersecurity-related discussions and disclosures.
Specifically, in July 2023, the

intended to enhance and standardize
disclosures related to cybersecurity. The
amendments require timely disclosure of material
cybersecurity incidents and annual disclosures
related to cybersecurity risk management, strategy
and governance.

A significant percentage of directors tell us their
boards have taken actions in the past year related
to cybersecurity.

What’s underneath the data?

Directors give management’s cybersecurity
reporting high marks

When asked how effective management’s pre-
read materials and presentations are related to
cybersecurity, the majority of directors say they
are effective.

15 PwC’s 2023 Annual Corporate Directors Survey

Fewer directors see cybersecurity as a
significant oversight challenge

( @

Q14. Which of the following risks pose a significant oversight challenge to your board?
(select all that apply)

Base: 645 (2022); 545 (2023)

Sources: PwC, 2022 Annual Corporate Directors Survey, October 2022; PwC, 2023
Annual Corporate Directors Survey, October 2023.

Actions taken by directors in the past
year related to cybersecurity:

Increased agenda time allotted to cybersecurity
I G4 %o

Sought additional upskilling
related to cybersecurity

I 46%

Engaged third-party experts to help
the board oversee cybersecurity

I 38 %o

Increased the frequency of
meetings with the CISO

I 35 %

Q17. Within the last 12 months, has your board taken any of the following actions
related to cybersecurity? (select all that apply)

Base: 487

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

87%

of directors think management’s
pre-read materials and presentations
for cybersecurity are effective

Q12. How effective are management’s pre-read materials and presentations concern-
ing the following topics? Responses: Very effective and somewhat effective

Base: 594

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

Key Board ESG Crisis Board Executive Cyber Board Shareholder Survey
findings refreshment oversight management diversity compensation oversight effectiveness engagement findings

Introduction


https://www.pwc.com/us/en/services/consulting/cybersecurity-risk-regulatory/sec-final-cybersecurity-disclosure-rules.html
https://www.pwc.com/us/en/services/consulting/cybersecurity-risk-regulatory/sec-final-cybersecurity-disclosure-rules.html

But is the board getting all the information it
needs to oversee cyber?

The SEC’s July 2023 cybersecurity disclosure rules
require information on both management and the
board’s cyber oversight. For several topics, only
roughly half of directors noted they were receiving

information related to the area — indicating a gap
and an opportunity for management.

Is the growing confidence in cybersecurity
readiness attributable to boards refining their
oversight practices? We're seeing cybersecurity
as a more frequent agenda item, now most
commonly being discussed at every meeting.
Hearing more from CISOs and having more
agenda time is certainly a step in the right
direction.

Reporting, though, both in pre-read materials

and in the boardroom, needs to be insightful

and concise, and management needs to provide
the board with the information necessary to
disclose oversight processes in coming SEC Form
10-K filings. While the final SEC cybersecurity
disclosure rules do not require naming directors
with cyber expertise, board education is important
for overseeing this discrete risk. Approaches can
vary based on the company, industry and risk
profile, but many are taking a comprehensive
approach, including upskilling directors, hiring a
third-party advisor and meeting more frequently
with the CISO.

16 PwC’s 2023 Annual Corporate Directors Survey

Percentage of directors that indicate they receive
the following information from management:

Incident readiness plan testing results
I 56 %0

Cybersecurity program maturity assessment

I 53 %

Third-party cybersecurity risk considerations

I 50%

Q18. Which of the following information related to cybersecurity does your board
receive? (select all that apply)

Base: 536

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.
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Board effectiveness

What are directors saying?

Most directors have a positive view of core
board practices

Directors feel they have sufficient time to prepare
for meetings and for committee responsibilities.

What’s driving this?

Directors face high expectations from shareholders
and others regarding their performance. But
boards meet a limited number of times each year,
and their agendas are increasingly crowded;
efficiency is critical. Given the workload of most
boards these days, they have become increasingly
proactive when it comes to thinking of ways to
streamline materials, meeting agendas and more.

What’s underneath the data?

Those closest to overseeing the risk feel
the challenge more

Directors on committees that oversee specific
key risks, such as cybersecurity and social/
environmental, are more likely to think those
topics pose significant oversight challenges than
directors overall.

17 PwC’s 2023 Annual Corporate Directors Survey

More than 8 in 10 directors say
their boards have:

94 (y Enough time to prepare for
O board meetings
88 O/ Meaningful discussions in
O private sessions
O/ The right committee
88 A) structure

85 O/ Sufficient time allocated
O to committee work
Q10. With which of the following statements do you agree? (select all that apply)

Base: 603
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

Cybersecurity risks pose significant
oversight challenges

Directors on cybersecurity committees

I 64.%

All respondents

I 49 %o

Social and environmental risks pose
significant oversight challenges

Directors on ESG/sustainability committees
I 24 %
All respondents

I 14 %

Q14. Which of the following risks pose a significant oversight challenge to your
board? (select all that apply)

Base: 545

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.
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Shorter-tenured directors are less
comfortable with time allocation and
executive sessions

Directors who are newer to their board (less than
two years’ tenure) see more room for improvement
when it comes to certain board practices.

Although the data are promising, the picture

of current board practices isn’t entirely rosy.
Over time, even effective boards can fall into
operational ruts, and all boards can benefit
from regularly scrutinizing their own governance
practices. Both new and long-tenured directors
see room for improvement in some areas:

o think they don’t get enough director
education opportunities

o suggest that their board falls short in
developing relationships with management
outside the boardroom

As the board’s regular agenda expands to
include oversight of complex topics such as
climate change, digital transformation and
cybersecurity, continuing education is critical.
And being outside day-to-day operations can
make it challenging for directors to get to know
management’s bench strength on these topics.

18 PwC’s 2023 Annual Corporate Directors Survey

Key Board ESG Crisis Board

findings refreshment oversight management diversity

We spend the right amount of
time on the right topics

Tenure less than two years

I 59 %

Tenure three years or more

I 72 %

Our board has meaningful
discussions in private sessions

Tenure less than two years

I 80%

Tenure three years or more

I 91 %o

Q10. With which of the following statements do you agree? (select all that apply)
Base: 547
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

For more information:
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Shareholder engagement

What are directors saying?

Boards continue to directly — and
productively — engage with shareholders
Directors are regularly engaging with shareholders
and the vast majority consider those interactions
“productive.”

What’s driving this?

Shareholder engagement is important because it
allows shareholders to express concerns about
the company and hear directors’ perspectives;
they can test the rigor of the board’s oversight and
gain insight into the company’s strategic plan. For
their part, directors can learn about shareholders’
priorities and concerns.

What’s underneath the data?

Larger company boards are engaging
somewhat less this year

There was a slight decline from 2022 in the
percentage of directors overall who say someone
on their board has recently engaged directly with
shareholders, but the decrease among the largest
companies was most pronounced.

Gender divide on the benefits of
shareholder engagement

Male directors were more than twice (32%) as
likely to say that shareholder discussions were
perfunctory compared to female directors (15%).

19 PwC’s 2023 Annual Corporate Directors Survey

of directors say someone on their board
(other than the CEQ) engaged with
shareholders in past year

Q13a. Has a member of your board (other than the CEO) had direct engagement with
investors during the past 12 months?; Q13d. Do you agree with the following charac-
terizations of shareholder engagement?

Base: 592; 293
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

4%

say the discussion
was productive

Directors on boards with revenue greater
than $10 billion who say someone on the
board engaged with shareholders in

past year

/5%

2022

58%

2023

Q13a. Has a member of your board (other than the CEO) had direct engagement with
investors during the past 12 months?

Base: 142 (2022); 110 (2023)

Sources: PwC, 2022 Annual Corporate Directors Survey, October 2022; PwC, 2023
Annual Corporate Directors Survey, October 2023.

Shareholder engagement discussions
were perfunctory

Male directors

32%
Female directors

I 15%

Q13d. Do you agree with the following characterizations of shareholder engagement?
Base: 262
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.
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What should directors do? —
] aPwC perspective

Does the board understand the management )

team’s shareholder engagement strategy? More
importantly, does the board understand how it fits
into that strategy? Directors should select at least
one among themselves to be “camera-ready” for

meeting with investors and others. As part of that
process, directors should be familiar with who the
top shareholders are, their engagement priorities

e Understand the company’s shareholder
engagement strategy — with whom are they
proactively speaking? Reactively? What
are the key topics raised and how do these
conversations result in action?

and history of engagement with the company. Get * Have one director “camera-ready” to
briefed on any action items that have come out of represent the board with investors. This
recent shareholder meetings. If the board hasn’t goes for business-as-usual times and times
been asked to engage with shareholders, ask why. of crises.

For more information: Director-shareholder
engagement: getting it right

IiC s'2023 Annual Corporate Directors Survem

¥ 3§

Key Board ESG Crisis Board Xe€ ve Cyber Board Shareholder Survey
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Complete survey findings

Note: Due to rounding, some charts may not add to 100%

Board composition and diversity

1. How would you describe the importance of the following skills, competencies or attributes on your board?

Financial expertise 90% 10%
Risk management expertise 58% 39%
Operational expertise 57% 39%

Industry expertise

Gender diversity

Racial/ethnic diversity

[T/digital expertise 57%

Age diversity

International expertise

Human resources expertise

Marketing expertise 13% 48% 4%
Environmental/sustainability expertise 11% 48% 8%
Em Very important Em  Somewhat important mm  Not very important Em  Not at all important

Base: 611-616
Source: PwG, 2023 Annual Corporate Directors Survey, October 2023

2. Do you believe any of the following about any of your fellow board members? 3. In your opinion, how many directors on
(select all that apply) your board should be replaced?
(select only one)
Reluctant to challenge Oversteps the boundaries Interaction style negatively
management of his/her oversight role impacts board dynamics

(e.g., style/culture/fit)

12% 10% 9%

Advanced age has led to Lacks appropriate Board service largely
diminished performance skills/expertise driven by director fees
Serves on too Consistently unprepared Unqualified to serve
many boards for meetings on the board BN Zero WM One WE Two EEE More than two

Base: 614
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023

5294 None of the above apply

Base: 607
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023,
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4. To what extent do you agree with the following statements about board diversity?

2%

improves relationships with investor | ) I

3%

e ———

Rt i boards nominating unauaifed cancioats. [N I 57 A [T
Results in boards nominating additional o) y p—

unnecdedt cancicetes R I )

El Strongly agree W Somewhat agree B Somewhat disagree El Strongly disagree

Base: 609-615
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023

5. Which of the following actions has your board taken over the past two years regarding board diversity? (select all that apply)

e o ey e provy statemen: I,
company’s proxy statement o
Pepacad a orng dectr i 2 rect: |
who increases the board’s diversity
Increased board size to add a diverse director _ 30%
Engaged with shareholders on the topic of board diversity _ 20%
Amended/modified the board’s succession plan to ensure o
increased board diversity in the future _1 5%
Other - 3%
N/A - Our board has not taken any action in the past two years - 6%

Base: 616
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023

Board practices

6. Regarding board/committee performance assessments, to what extent do you believe the following?

Board leadership leads the - /
process effectively 70% 25% -
o
We have an effective 39, 50
assessment process gl 5t o
_ o o
There is sufficient follow-up after 47% 39%

the assessment

There are inherent limitations to o 43%
being “frank” in assessments . &

Assessments are too much of a
“check the box” exercise

B \ery much Ml Somewhat B Notvery much HEE Not at all

Base: 600-602
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.
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7. In response to the results of your last board/committee assessment process, did your board/committee decide to do any of the
following? (select all that apply)
Ak acktonl experis o tre oo | >
Provide counsel to one or more board members _ 16%
Provide disclosure about the board’s _ 15%
assessment process in the proxy statement ©
Use an outside consultant to assess performance _ 15%
Diversty tho boors | 5
Not renominate a director _ 11%
over I %
W ddnot ke anycranceo |
Base: 600

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

8a. Does your board currently assess the ~ 8b. Which of the following factors (if any) are driving that decision?
performance of individual directors? (select all that apply)

Board and committee assessments are o
areacy robust I 5:
Concerned it will have a negative effect on
board coliegieity N
perceived benefit 23%
The board chair/lead director is not in favor _ 20%
of performing individual assessments o
The CEOQ is not in favor of performing
individual assessments _ 8%
It's too time consuming - 4%

None of e acove. NN o
Base: 317

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023,

El Yes N No

Base: 601
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023,

9. How would you describe the amount of time your board spends in the following areas?

Environmental, social and governance (ESG)

Climate risk 19% 66%

Executive compensation

Workforce diversity, equity and inclusion

Corporate culture [k 74%
Succession planning A 67%
Crisis management X 75%
Technology/digital transformation 2 70%
Talent management 71%
1%
Cybersecurity 82%
1%
Risk 86%
1%
Strategy 79%
1%
Em  Too much time Em Right amount of time mm  Not enough time
Base: 600-605
Source: PwG. 2023 Annual Comorate Directors Survev. October 2023,
23 PwC’s 2023 Annual Corporate Directors Survey
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10. With which of the following statements do you agree? (select all that apply)

board meetings 94%
Ourboard has the right cornmitee stctvre |
sessions (e.g., internal audit, external audit) °
There is sufficient time allocated to
cormmites worx NN <52
O e entaton an cocvssor NN, o
presentation and discussion o
right topics 0
O aegemont aute e poareroom N G5
management outside the boardroom o
education opportunities o
Base: 603

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

Management reporting

11. Which of the following changes would you like to see management make to their board presentations/materials?
(select all that apply)

discuss failures
Provide more meaningful metrics and dashboards _ 24%
Provide more insights/commentary beyond what is in _ 24%
the materials 0
Provide opportunities to hear from more members _ 239%
of management o
Minimize reliance on slides during presentations _ 22%
provige more tme for 2 | 157
No changes are neecec! [ 6%
Base: 595

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023,

12. How effective are management’s pre-read materials and presentations concerning the following topics?

Financial reporting 86% 13%
1%
1%
Risk oversight
1%
Shareholder priorities 41% 46%
2%
Cybersecurity 36% 51%
1%

Diversity, equity and inclusion

Talent 27% 55%
1%
ESG 25% 51% 4%
Technology/digital transformation 24% 55%
1%
Climate 18% 48% 7%

Social issues

Hl Very effective Em  Somewhat effective B Not very effective El Not at all effective

Base: 579-594
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.
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Shareholder communication

13a. Has a member of your board 13b. Why were directors (other than the CEO) not involved in direct engagement with
(other than the CEOQ) had direct investors? (select all that apply)
engagement with investors during _ o _
the past 12 months? Do e ey I %

investors were not interested [ N N AN -
Management PG eak win snarenocers NN - >
oer | 7
Directors didn’t feel comfortable/prepared - 3%
Directors didn’t have time I 1%

Base: 211
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

13c. Which of the following steps did your board take as a result of that engagement?

(select all that apply)
- Tr o Ee reressed oz dncrser: I -
of specific topics
Base: 592

Souee. P, 2023 A Coporte Do Sy, Ooter 223 Enanced putlc decoours | -
rtaadead B

compensation plans, targets or metrics

ot ot manogermen: N 7

questions of management o
Made changes to governance policies _ 13%
Revised an aspect of company strategy _ 7%
Implemented or revised board 9
succession plan - 5%
otner | 4
Westeser: I -
specific steps 38%

Base: 319
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023

13d. Do you agree with the following characterizations of that shareholder engagement?

Discussion was productive 87% 13%
were well prepared 86% SEE
Investor representatives understood the 859 15%
company’s business and strategy © i
focused on board-level oversight 85% 15%
key issues material to the business - &
Discussion was perfunctory 28% 72%
Discussion was overly focused 2 —
on ESG issues 26% %

N Yes mm No

Base: 287-294
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023,
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Strategy/risk

14. Which of the following risks pose significant oversight challenges to your board? (select all that apply)

svatogcsup |
Taent andcoreraecunre | - :

operatons/ - |, -

Gompiancerreguiatory - |, -
supply cnain - |, - -

rocnc N 1<
Reputational _ 17%
Social and environmental _ 14%
Product/service quality _ 10%

Base: 545
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

15. How comfortable are you that your board understands the following?

allocated between board and committees gl aa | |
The company’s enterprise risk -
management (ERM) program 56% 40%

How often the enterprise-wide risks

are reassessed ] I sl

The board’s role in providing input to the 49, y
risk assessment process 54% 39% -I

The company’s risk appetite 53% 40% -I
The company’s process for mitigating risks 43%
O —————

N Very El Somewhat I Not very Hl Not at all

Base: 583-586
Source: PWC, 2023 Annual Corporate Directors Survey, October 2023,

16. With regard to crisis management oversight (e.g., cyberattack, natural disaster, financial fraud allegations), has your board done
any of the following?

to a major crisis
o S
(e.g., law firm or public relations firm) i .

Discussed how management’s process for a0 o)
defining and tracking risks has evolved 78% 22%

Discussed protocols to determine whether, and e o/
when, to contact a regulatory/enforcement agency 64% 36%

Created a written escalation policy s
or agreement 52% 48%
Participated in tabletop exercises/crisis 309 70%
management scenarios 30% 15
Il Yes . No
Base: 571-583
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023,
26 PwC’s 2023 Annual Corporate Directors Survey
Introduction Key Board ESG Crisis Board Executive Cyber Board Shareholder Survey
findings refreshment oversight management diversity compensation oversight effectiveness engagement findings



Cybersecurity

17. Within the last 12 months, has your board taken any of the following actions related to cybersecurity? (select all that apply)

Increasect agendia tme atoted tocyversecury | -
to cybersecurity 46%
Fromae e Srarse cyosreecury ik N
oversee cybersecurity risk o
with the CISO 35%
Updated disclosures related to the board’s _ 249,
oversight of cybersecurity ©
Reallocated board oversight to a new or _ 209,
different committee (or the full board) o
Added private sessions with the CISO (or other _ 20094
executive in charge of information security)
Added a new board member with _ 19%
cybersecurity experience
Base: 487

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

18. Which of the following information related to cybersecurity does your board receive? (select all that apply)

Ovbersecurit risk assessment and st ||, -
Toreatandscape overiow |, 0
Oyversecrity dasnvoara it key metrics |, -
e rect e oganzzion T, ¢
pact the organization
Cybersecurity program maturity assessment _ 53%
Third-party cybersecurity risk considerations _ 50%
oyversecurty bucoet | -
Base: 536

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

ESG

19. In the last 12 months, to what extent has your board discussed the following ESG issues?

3 . s

Environmental remediation

Company stance on social issues
Corporate political activity

Human rights

Em Substantially Em  Somewhat mm  Not very much mm Not at all

Base: 554-558
Source: PWC, 2023 Annual Corporate Directors Survey, October 2023,
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20. How well do you think your board understands the following as they relate to your company?

Talent and corporate culture
Data privacy/cybersecurity
Diversity and inclusion efforts
Overall ESG strategy

Investor perspectives/priorities
ESG risks

External ESG ratings

ESG opportunities

Carbon emissions (including distinctions
between scope 1, 2 and 3)

Internal controls and processes
around ESG data collection

H  Very well El Somewhat I Not very well Hl Not at all

Base: 512-560
Source: PWC, 2023 Annual Corporate Directors Survey, October 2023,

21. With which of the following statements do you agree about ESG issues? (select all that apply)

ESGisssswsapart oy o e I <o
management discussions ©
ESG sues reInked 0 the compary s svtecy | 5
ESG issues arereguiarty a part of your bozrc's agend | 2
O sbrming roamabiory Ecs d2wetros. NN 1°
forthcoming mandatory ESG disclosures 51%
Esakmssrae s s ooy I -
company’s performance o
Oversight of ESG poses capacity challenges for our _
< audit gomm'rttee 20%
oo e e red mosecrce. I
ESG-related measures 19%
Our board should have a more defined process _ 19%
for ESG oversight
QOur board has or should have a standing committee _ 9%
dedicated to ESG issues °

Base: 531
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023

22. To what extent do you agree with the following statements regarding climate change and your company’s climate strategy?

carbon reduction commitments il el
Focus on climate is overly time- and cost-intensive

Focus on climate should be a priority for management

Our company should be making a net zero commitment
e imsacts anor-arm nanoa pororeaancs 372 [ 209
even if it impacts short-term financial performance i - il

El \Very much Em Somewhat B Notverymuch  EER Not at all

Base: 560-5663
Source: PWC, 2023 Annual Corporate Directors Survey, October 2023.
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Executive compensation/talent management

23. Which of the following non-financial metrics do you think should be included in executive compensation plans?
(select all that apply)

e ———
and attrition rate 53%
e —
e —
gesbeplhy |
inclusion metrics 44%

N/A—compensation should only
be tied to financial performance - 7%

Base: 547
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

24. To what extent do you agree with the following regarding executive pay in the US?

shareholder value o ik 2.c
Proxy advisors have too much 429, 459 d
influence on executive pay i &
The media unfairly criticizes 359 52% _
executive pay - =
oo o vance 249 A s
much influence i e
B ome ey | 3 I T
income inequality 6% Gl
Investors focus too much on o —y
Em \erymuch B Somewhat mm Not at all

Base: 542-548
Source: PWC, 2023 Annual Corporate Directors Survey, October 2023.

The broader environment

25. How confident are you in your board’s ability to effectively:

company’s purpose and values e £000 2’1!/
1%

1%

Engago it srarnlcers | =" -2 O

Assess their own performance 51% 39% _.

for CEO succession 29 20 -.

A

Remove underperformin dreclors ) I ) vz M
e o e ) ) I

position on relevant social issues 240 B2 -

Hl \/ery much mm  Somewhat == Not very much Hl Not at all

Base: 545-551
Source: PWC, 2023 Annual Corporate Directors Survey, October 2023,
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Demographics

What are the annual revenues of the largest
company on whose board you serve?

You are: Your age is:

mm Male mm Female

Base: 551
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

About the survey

PwC'’s Annual Corporate
Directors Survey has gauged
the views of public company
directors from across the
United States on a variety

of corporate governance
matters for more than 15
years. In 2023, 619 directors
participated in our survey.
The respondents represent a
cross-section of companies
from over a dozen industries,
73% of which have annual
revenues of more than $1
billion. Seventy-two percent
(72%) of the respondents
were men and 28% were
women. Board tenure varied,
but 64% of respondents
have served on their board
for more than five years.

30

Board
refreshment

ESG
oversight

Key

Int ti -
ntroduction findings

50 and under Hm 66-70
mm 51-60 mm 71-75
mm 61-65 76 or older
Base: 551

Source: PwGC, 2023 Annual Corporate Directors Survey, October 2023.

13%

Less than $500 million = $5 billion to $10 billion

H $500 million to $1 billion Hl  More than $10 bilion

B $1 bilion to $5 billion

Base: 548
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023

Which of the following best describes that
company'’s industry? (select only one)

st proccts | >
s NN
capital markets 15%
Tecrnoloo, N 1%
products 8%
insurance | NN 6%
Pharma and
life sciences - 5%
Real estate - 5%
Energy (power 9
ooy oveer I 57
oer NN 7%

Note: Asset and wealth management, business and professional services,
energy (ol and gas), health services, media/entertainment/telecommunications
and retail each comprised less than 5%.

Base: 550

Source: PwC, 2023 Annual Corporate Directors Survey, October 2023

How long have you served on this board?

I%
2%

mm  More than
10 years

Less than one year
Hl 1-2 years

B 3-5vyears
H 6-10 years

Base: 550
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023

Which of the following describes that
board’s leadership structure?

&

Non-executive

- independent chair

CEO chair with lead
independent director

mm  CEO chair
-

Base: 535
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023.

PwC’s 2023 Annual Corporate Directors Survey

Board
diversity

Executive
compensation

Crisis
management

On how many public company boards
do you currently serve?

' g

1%

One
Two
Three
Four

More
than four

Base: 539
Source: PwC, 2023 Annual Corporate Directors Survey, October 2023,
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How PwC can help

To have a deeper discussion about how these topics might
impact your business, please contact your engagement
partner or a member of PwC’s Governance Insights Center.

Maria Castanon Moats
Leader, Governance Insights Center
maria.castanon.moats@pwc.com

Paul DeNicola
Principal, Governance Insights Center
paul.denicola@pwc.com

Catie Hall
Director, Governance Insights Center
catherine.hall@pwc.com
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