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ABOUT GNDI

The Global Network of Director Institutes (GNDI) is an international network of 22
director institutes and was established in December 2012 to foster closer cooper-
ation between its members, who are each recognized as the leading institute for
directors and governance in their respective country. GNDI collectively represents
more than 150,000 individual directors and governance professionals.

NACD conducted this semiannual survey on behalf of GNDI to better understand
how boards have dealt with the global COVID-19 crisis. We are conscious that
COVID-19 is an ongoing crisis, and that these results do not reflect board work
throughout the duration of the crisis. The data represented here shows how
boards reacted to the pandemic from its onset in December of 2019 to the survey
closure in September of 2020.
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KEY FINDINGS

Virtual Board Meetings Are Here to Stay

About two-thirds of respondents said that at least 20 percent of full-
board meetings would be virtual going forward while three-quarters said
that at least 20 percent of committee meetings will be virtual going for-
ward. This may usher in changes to the board agenda and to how boards
get their work done.

Despite Drawbacks, Virtual Meetings Work

When shifting from in-person to remote board work, losing nonverbal
communication was overwhelmingly the biggest challenge directors
(72%) faced. Yet 94 percent of respondents believe that they could
govern effectively in this environment and 87 percent believe that they
could do so without overburdening management.

Directors Are Working Overtime

Sixty-three percent of directors reported that their time commitment
increased by at least half during the first nine months of the year. As
their organizations responded to COVID-19 and its impact on the econo-
my, boards met more often to meet the constant demands of corporate
governance, which is reflected in the number of directors reporting an
increased workload.

Few Ready for Pandemic, Most Pleased With Management’s Response
Eighty-five percent of respondents said that pandemic risk was not on
their risk dashboard 12 months ago and 80 percent did not have mobility
restrictions. However, 74 percent report that their crisis plan was effective
in responding to the COVID-19 crisis.
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Recalibrating Strategy Is the Top Governance Concern

When it comes to the top three challenges in responding to the COVID-19
crisis, 59 percent cited recalibrating strategies to new markets or envi-
ronments in the short or long term, 47 percent cited ensuring that virtual
board meetings were as effective as in-person meetings, and 45 percent
cited providing support to management without getting in its way. That a
majority reported that recalibrating strategies to new markets was a chal-
lenge shows just how uncertain board work was during the first stages of
the COVID-19 pandemic.

Changes to Risk Management Are Likely

Among the areas of governance most significantly impacted by the
COVID-19 pandemic, 61 percent cited incorporating a new, broader risk
set into scenario planning and 46 percent cited ensuring the ongoing
health and safety of employees. This confirms the prevalent view that the
most-likely outcomes of the COVID-19 pandemic in corporate governance
will be a renewed focus on ESG as well as a reevaluation of risk reporting.

Boards Remain in Early Stages of Confronting Issues of Diversity,
Equity, and Inclusion (DE&I)

The full board has primary responsibility for DE&I oversight at two-thirds
of organizations. More than two-thirds (70%) have discussed their organi-
zation's approach to DE&. Slightly fewer (66%) have asked management to
improve the organization’s DE&I record. Boards have just begun to discuss
other issues such as institutional racism within their organization (32%),
strategies for philanthropy (17%), and policies for spending with minori-
ty-owned suppliers (12%).



DEMOGRAPHICS

Role Within the Organization (percentage of directors) Industry (percentage of directors)
Board committee chair [ T 8% Financials [ N 22%
Nonexecutive director/Independent nonexecutive director | RN NEEEEE 25 Industrials |G 19%
Board chair | 13% Nonprofit [ T 19%
Corporate secretary/General counsel -5% Consumer discretionary goods [ 8%
ce0/Managing director [ li5% Information technology [ 8%
senior management [JJ| 3% Health care [ l7%
Executive director | 2% Enerey 6%
Deputy board chair B2% Materials [l 4%
Other [Jll4% n=747 Consumer staples goods [l 4%

Utilities [l 2%
Telecommunications services |1%
Other 1% n=737
Total Number of Employees (percentage of directors)
10,000 employees or more | | N 182
1,000-9,99 [ N 35%
100-999 | 33%
10-99 [ 11%

Fewer than 10 employees [ 3% n=749

American Board Practices and Oversight Report Percentages may not add up to 100 due to rounding.



DEMOGRAPHICS (Cont'd.)

Organization Type (percentage of directors)

publiclyfstect compan |, 27
Nonprofit | T 13%
Other private company || 16%
Privately owned family business |l 7%
Private-equity owned || 4%
Government/State-owned enterprise B 2%

Venture-capital backed I 1% =738

Total Number of Board Seats (percentage of directors)

More than three [ G 18%
hree. | 247
Two | 27%
one | 25

[ do not sit on a board -6% n=746
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HOW BOARDS RESPONDED TO COVID-19

Directors on Multiple Boards (percentage of directors) M Disagree M Neither agree nor disagree I Agree n=517-519
| havg bgen able to balance my time commﬁmgntgnd 11 98%
obligations to multiple boards throughout this crisis.

Being on multiple boards during this crisis has challenged my

effectiveness as a director. ESis 3 ekt
As a result of the crisis and the increased time commitment, |
U 0, 0, (1)
gave up or plan to give up one of my board roles. 820t B 8%
Organizational Strengths and Weaknesses in COVID-19 Response (percentage of directors) W Weakness I Strength n=706-747
Digital competence 36% 64%
Opportunity management 30% 70%
Technology infrastructure 27% 73%

Supply chain management 25% 75%
Cash flow 24% 76%

Human resources competence 22% 78%
Financial resilience 18% 82%
Stakeholder communications/management 18% 82%

Business continuiy planning

sk managemen

Organiationaladapabily

Erecutive leadership
Resilience S 94%

Organiationa values/purpose

Ciss management

Staff commitment

American Board Practices and Oversight Report Percentages may not add up to 100 due to rounding. 7



HOW BOARDS RESPONDED TO COVID-19 (Cont'd.)

Top Three Challenges in Responding to the COVID-19 Crisis (percentage of directors)

Recalibrating strategies to the new markets or environment (short or long term) || G 52
Ensuring that virtual board meetings were as effective as in-person meetings || | | | |\ k k| N 272~
Providing support to management without getting in the way || | T 252
Ensuring effective governance in decisions affecting employees, investors, customers, suppliers, and communities _ 38%
Responding to changing government policies and guidelines | RGN 322
Maintaining an appropriate line between oversight and management | R Rnm kN R EEEEEENE 272~
Managing information flows to the board | | GG 23%
Approving or making decisions quickly [ I 14%
other [l 5% =744

Top Three Challenges in Adapting Meetings to the Virtual Setting (percentage of directors)

Losing nonverbal communication between directors ||| G 722~
Facilitating questions and answers || GGG 0%
Ensuring participation from each director | kN 29%
Organizing effective subgroup discussion meetings during the online session | | RRRRRRGNGNG_2s8%
Burnout/stress from the constant virtual setting | | R 282
Technological problems disrupting the meeting || | RGNz
Making sure each board member has an opportunity to speak || GG 2s%
Keeping directors attentive throughout the meeting | N 19%
Background noises causing distraction ||| 4%

Other | 9% n=740
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HOW BOARDS RESPONDED TO COVID-19 (Cont'd.)

COVID-19 Preparedness (percentage of directors)

Our board has been able to govern effectively in the new
environment. 3% 94%
et o ngmaregonent
without overburdening management. 5% B 87%

QOur organization’s existing crisis plan has been effective in

responding to the COVID-19 crisis. EEE Lol Lh

Ad hoc or spedial crisis committees have been a valuable

() 0, 0
component of the board’s crisis response plan. ek A 2828

Virtual board meetings are as effective as in-person

. 50% 10% 41%
meetings.

Prior scenario-planning exercises prepared the board for

9 0
the COVID-19 crisis. 44% 22% 35%

Traditional board responsibilities were deprioritized in

: o 46% 21% 32%
favor of immediate crisis management.

Mobility-restrictions risk was a top risk on our board-level

0, 0, 0,
risk dashboard 12 months ago. 80% 11% 8%

Pandemic risk was a top risk on our board-level risk

0, 0, 0,
dashboard 12 months ago. 85% 7% 8%

M Disagree M Neither agree nor disagree B Agree n=738-744

Change in Time Commitment Due to the COVID-19 Crisis (percentage of directors)

Tripled | 3%
Doubled | 16
increased by ol |, 44%
Stayed the sarne. | 34%
Decreased - 4% n=742

American Board Practices and Oversight Report Percentages may not add up to 100 due to rounding.



WHAT MIGHT BE DIFFERENT MOVING FORWARD?

Areas of Governance With Most Significant Long-Term Impacts From the COVID-19 Crisis
(percentage of directors)

Incorporating a new set of broader risks into scenario planning || G 6 12
Ensuring the ongoing health and safety of employees || GG 252
Oversight of strategy [ NNk kT 33%
Oversight of risk management || GGG 342
Improving crisis-management plans || GGG 282
Oversight of the organization's financial health || GGG 272
Ensuring the quality of decision making on fast-moving issues || | RGN 272
innovation [ GGG 26%
New business development || GGG 25%
Striking the right balance between good governance and not overburdening management | RN 252
Ensuring effective executive succession planning || | GGG 25
Oversight of the supply chain | | | RG_19%
Determining appropriate executive pay plans _1 5%
Ensuring effective board succession planning || | 14%
Stakeholder engagement -11%

Ensuring that directors can sustain increased time commitment and engagement [l 8%

Ensuring proper public disclosures (e.g., proxy statements, earnings guidance, risk-factor disclosures) ||l 7%
Shareholder engagement [J| 3%

Oversight of the audit function [l 3% 0=727
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WHAT MIGHT BE DIFFERENT MOVING FORWARD? (Cont'd.)

Boards Moving Forward After the COVID-19 Crisis (percentage of directors)

e orng . T
operations moving forward. 3% . 90%

After the crisis, there will be a greater emphasis at the board level

0,
on environmental and social issues than there was before. 19% 26% 35%

Our board has codified lessons learned from this crisis to create

an effective playbook for how to operate during future crises. ) sl ot

The board will need to meet more often following the crisis than
it did before.

QOur business model will become obsolete more quickly because
of the crisis.

35% 30% 34%

66% 16% 18%

M Disagree B Neither agree nor disagree W Agree n=722-724

American Board Practices and Oversight Report Percentages may not add up to 100 due to rounding.
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WHAT MIGHT BE DIFFERENT MOVING FORWARD? (Cont'd.)

Likelihood of the COVID-19 Crisis Changing the Trajectory of Long-Term Trends (percentage of directors)

Broad recognition and action against systemic racism [=EZ 24% 66%
Incorporating the expertise of outside experts intq ;cenario 'planning and
strategy and risk decision-making processes
Increased focus on ESG, sustainability, and stakeholder value issues SN EZ) 25% 64%
Increased competition for talent S K E”S 25% 64%
Incorporating data analytics into the board decision-making process 12% 29% 59%
Increased governmental role in the economy 13% 29% 58%
Increased board diversity 15% 32% 54%
Increased investor activism 12% 44% 43%
Increased corporate repurposing 13% 45% 42%
The emergence of the professional director 22% 40% 38%
Increased disclosure of the actions taken by directors in the boardroom 20% 44% 35%
Slowing down of globalization through increased protectionism 27% 32% 41%
Incorporating artificial intelligence into the board’s decision-making process 31% 43% 26%
M Unlikely B Neither likely nor unlikely Bl Likely n=718-723

American Board Practices and Oversight Report Percentages may not add up to 100 due to rounding.
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WHAT MIGHT BE DIFFERENT MOVING FORWARD? (Cont'd.)

What Boards Will Do Differently Moving Forward (percentage of directors)

Incorporate a broader set of risks into the information dashboard the board receives || Gk T 5
Increase the frequency of incorporating ESG considerations/issues into the board agenda || EGTTNTTGTEE 30
Reflect a broader set of skills on the board through board refreshment || EGTNTGTGGGEEEGE 320
Make alterations to the board operating model, such as changes to meeting agendas or committee structure ||| EGTINGGGEEE 310
Increase director education on factors identified as barriers to the organization’s COVID-19 response [ GGG 8%
Ensure greater communication with a broader set of stakeholders. ||| GTGNG23%
Change the board-management relationship by incorporating better communication methods ||| | | | | [ N 18%
Our board will not do anything differently following this crisis. [ | 10%

other [l 4% n=717
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HOW WILL THE COVID-19 CRISIS IMPACT HOW YOUR BOARD OPERATES MOVING FORWARD?

Percentage of Virtual Meetings Following the Crisis (percentage of directors)

Full-board Meetings Committee Meetings
5% I <0- 00 [ 122
8% N co-co [ 197
26% [ o-c0v [ 227
26% [N oo A 23%
35% [ 00 — 24

n=707 n=708

When Boards Will Hold Their Next In-person Meeting (percentage of directors)

Ater the end of March 2021 [ G 33%
Before the end of March 2021 | GG Y 36
Before the end of December 2020 || NI 152
italready has |G 11% 0=705

American Board Practices and Oversight Report Percentages may not add up to 100 due to rounding.



DIVERSITY, EQUITY, AND INCLUSION

Where Oversight of Organization-Wide Diversity, Equity, and Inclusion Is Located (percentage of directors)

Fullboarcl [ 66.%

Nomination and governance committee B 15%
Compensation committee - 8%

Atemporary or ad hoc committee [l 2%
Anew standing committee dedicated to diversity and inclusion 2%

Audit committee |1%

other I 7% =706

What Steps Boards Have Performed to Address Issues of Diversity, Equity, and Inclusion (percentage of directors)

Discussed the organization’s current approach regarding diversity and inclusion [ | | T 70 -
Asked management to identify opportunities to improve the organization’s diversity and inclusion record [ | | | GG 5~
Discussed where institutional racism might exist in our organization || GGG 32
Set board diversity goals [ N NnA N 27%
Fxamined current business practices for possible racial bias and worked to change them || N 19%

Reviewed the company's philanthropic strategy | | | | | | [ [ 17%

Set CEQ expectations to promote diversity by incorporating diversity and inclusion goals into CEQ compensation ||| | 16%
Reviewed recent employee complaints about alleged racist incidents in the workplace [ | | I 16%

Set executive management diversity goals || | I 15%

Set employee diversity goals || | | I 14%

Reviewed company policy toward company spending with women- and minority-owned suppliers/vendors | l12%
Investigated our corporate history [JJij 6%

Reviewed the organization's sales and advertising practices || 5%

Other [N 8% =664

American Board Practices and Oversight Report Percentages may not add up to 100 due to rounding.
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