REFOCUS
THE AGENDA

Mounting risks and heightened scrutiny have boards adapting—and sometimes scrapping—
traditional processes to comply with new, increasing demands, according to a survey of
more than 250 board members by Corporate Board Member and EY Americas Center for

Board Matters. Some insights.

BY MELANIE C. NOLEN

harged with helping
thsir companieg Copg
wikh dhisrupive gx-
ternal forces, today's
diractars are alao
grappling with the
need to adapt inter-
rally, 83 pressura mounts for boards fe
adjusl 1o rivw realibiss,

Time—from having enowgh of it to
b best to spend it—surfaced repeated-
Iy &5 a top concern in a recant survey by
Coroorate Board Mermber and EY Ameri-
cas Conter for Board Matiers both survey
rseones ardg Tollow - discussns with
directors. Amang the 256 directars we
polled, 48 percent cited “finding ade-
quate agenda time" as the area whera

boards needed improvement most. Only
15 parcent cited adequabe agenda tima as
an area whara thay felt confidont in thair
board's efficiency.

Saveral drectors noted that ever-ax-
parnding boardroom agendas make
advance preparation ard effickent time
miEnagament in The boardradrm more
crucial than awar " Tame S5 my v, our
micst Important asset,” says Mike Stice, wha
sit= an the boards of Marathon Petrolewsm,
Spartan Enargy Acquisition Corp. ard
MPL¥Y LP "Things ke approval of minutes
and reviews of firancial statermonts and &l
that stulf shouldd all Be done in advands
Everyboay should be responsible for
coming up to speed and hawving already
made comments, IF you have a problam

with the mimutes and the first time | hear
alyau] that is a1 the baard meeting, shameg
ar you Let's nal hawe & camersation about
the minutes, let's not hawve a conwersaton
aout financial statements™

To be effective, he asserts, today's
baard members should be reading
thraugh tha matarial provided befone the
rrEaing. subirmitting questianrg and com-
rments, and digging a little deeper into
msues when ngeded, 50 everyone s ready
to hit the graound running with a mean-
ingful dizcussion. By enabling boards to
aperate more efficiently. advance pripa-
ratler allows for rmcre “gualily corwer-
sations around strategy and cufture and
leadership and successian, you knaw,
the things that really are important that



they be conducted in a high-guality ax-
changs,” says Sbce.

Rathinking P Tirme 15 usad during
maetings % the anly way 10 “make Sura
you don't shortchange the most im-
portant topics,” agrees Joe Wilkins, an
independent directer on the board of
QuidelCriho, who says that boards nead
ta fird ways o et the less important
arned moreadministrative things off the
meating clock.

His board facilitates this by reconding
committes meatings and sharing them
with the rest of e board in advance of
thue full-board meativg, “We gelt [o réyview
[P, and Then we Can asl gueskiong
beforehand and open up the cpportunity
for board members to ask guestions way
ahaad of the meeting so thay can gst
the most pressing guestions answerad,”
Willking explaing “Thn, U mora ol a
check-in at hat:poinl becsuse we hada
lot of the dialogue before the meeting”

Kris Peterson, feader aof EY Amerncas
Center for Board Matters, notes that the
consent agenda, “where boards fammal
Iy declang they have Taken &% paad” the
roEbing wiark Nl recuiring iscussion”
can also e heloful in addressing time
constraints: “The truth is that the routine
work needs to get done ora way or the
other” shie says. *If you are not spending
torme im meetings reviow ing historcal re-
SUITE QF réevidwing Bnd aoDroving rminutes,
diractors need to do the work bebwesn
meetings to stay well-infarmed. High-per-
ferming boards will hawe support stroc-
tures in place 1o help ensura that tha
rauting goesn't slig throwgh Tha cracks.”

MAMAGING MAMNAGEMEMT'S TIME
When asked where directars might best
consider cutting back on time spent, 41
parcent of directors surveyed identified
i allosatod to managarment presen:
tabsons, While directors acknow lesrged
thie impartance of thorough brisfings by
management, several noted that presen-
tations are often longer than necessary
and repgeat ground already cowened by
riplerts chissarmirated i advanog, "t's
vy parbant that wau manilar amd
are aware of the infarmation [provided
by mianagement], but just because you
manitor and are aware of the information

GETTING IT RIGHT

Areas where directors feel most confident in their board's efficiency

Alignrment an oo risks for the company
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PUSHING FOR PROGRESS

Areas where the board could use the most improvement

Adequate agends time

Strearnlived commuanicalion with manaocarmssnt
33%
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EVOLUTION ON THE AGENDA

How board meetings have changed over the past three years

Some full board mestings are now yirtua

sdore open discussion time bo meeting agendas

More frequent communications with management cutside of board meatings

35%

Hold virtual committes mestings prior to or after full board m-person meetings

Created new committess or sub-working groups

29%

I

More frequent communications among directors outside of board mestings

More board apd committes mestings because some are virbual

Added mestings to regular cadence

o

carmmitbess’ mestngs

Extanded the bime of our mastings
18%

Wa have made no changes

STAYING POWER

Do you expect these changes to
remain in place for the foreseeable
future or were they only intended to
b temporary measures?

They/miost are only
T% mtonded 1o by
IEMporary measures

Mt sure
4

ermovad concurment commities maetings to aliow direchers bo st in on other

doesn t mean that it has to be accom-
panied By a 15-minute of 8 hall-hour
beard presentation,” saws Jane Buchan,
wha =erves as an independent director

on the boards of Globe Life and frmimis
Biopharma. “There's a big difference be
twean cutting presentations and cutting
infarmation. Wa'ne fot focused an culting
Infarmation, wirne st Tocuses an making
the presentations inferactive”

"I think [management presentations]
are vary, wery, very redundant and waste
time” agress Wilkins. "We can read those
recrls abwead of time, and v Can just
e Intd questicrs e thal report, Thal's
much rmore efficient than hearing [Man-
agement] present. There's a lot that thay
want to share that’s exciting, but getting

the highlights is good—and it's a trend
that's becarning more and maore Impot-
ant. is just, ne more fluff these days"

Rathar than reiberating informatiaon
prdvided in advance at maeetings, man-
agement should use boardroom timea
to offer more in-depth analysis and
farward-kooking strategy, according to
directors. Among the ways directors
would improve the guality of the infor-
reabicn iy recaive Trom mansserment,
rRre intarpratation on Che meaning
andl impartance of the data and “mare
forward-Fooking information, and fewer
historical results sarned the top =pots on
the list—each with a third of the votes
Clogsaely bebind was more focus on the
st Critical KPS (31 percent), Ondy 15
pefoent said they were fully satisfied
with the information they recelve fram
management,

"Wa just did our annual board assess-
reErl, &k The lud culery was ardund
the board rmateriais, particulasly the
management presantation that was not
only talkeng too long but was too rear-
viaw=mirror-looking when we wanted to
be understanding trajectory.” says Dorlisa
Flar, a dirgchar on e Doards of Satly
Baauty Holdings and Hibbett, "We get ta
a level where you can't ses the trand lines
o some key drivers. & ot of retallers
Imventory bacame something you wanted
to watch last year, and then that sudden-
Iy started leading taall of thase supple-
el sconecards Thal had s all sayimng
“Whioa, vou're overwheiming us with way
too much detall™

Buchan says discussions with man-
agement should focus on tha big picture
of hoaw The company IS ogerating, not
thay silcaed ssues, particularly at a time
of Increased activism risk. “Some of the
biggest institutional investors and some
of the very big corporate activism pro-
grams, thay're all focused on the board
paying artention and nat missing the
obvidus,” she says "o can't lel Tha chair
or management cantral the objective”

Bringing the discuss:on back to how
the business s operating, undarstanding
the challenges and developing a level of
rritual trust dan the boardroon i vital
Buchan says "W want 1o kidw what's
really going on, We want to know about
what wour fears and your worries are
because there are a lot of perspechves



araund the table” she says “Obviously,
we'ne trying to help steward the campany
on behalf of its sharehclders, but when
averyone's sitting around the table and
IE'% & iy harnpst convarsation, | think
we've dane a reaily good functian of Ik
because that's what wa're here for,”

DISCUSSION DEEP DIVES

Maore time for open discussion with
ranagerrant and halicaw Boasdd mamibars
[opped directors’ wish Isis o improve
board mestings, with B0 percent of re-
spandents citing it as where they would
like to spend more time. Time b engage
with the management team and high-po-
tential ermployess and resarving tirng tor
figna @and ermeraing issues arising after the
beard agenda was set followed as Mo, 2
and Mo. 3 priorities, amaong 46 percent
ard 35 parcent of directors, respectively

Im returm, beyond reducing the time
ol B mianagerment presentations,

& Tull third af baard members said they
wiould be willing to reduce social time for
directars to get to knaw each ather betiar
if time were short.

Hengewar, a number of directors we
spake wilhestronaly disagreed wilh Lhat
chasce, mncluding Swatl Abbott, a dingctor
on the board of home heaithcare com-
pany The Ensign Group and the current
CEQ of Blue Health Intelligence. “it's
important from a governance perspective
that you understand what each direcior
s bringing 1o the Table, understand ther
background, understand their expertise,
50 you can collaborate as a team, just
likz in any team.” she says. "You need to
understand your team members.”

Socializing amang direciors i part of
bBasic governancd Chal ensures that each
board member brings something differ-
ent and needed to the table "so that we
can collectively advance management
and help them think through issues” says
Abbott, "Is super Critical if you arng going
Lo o righl By The company.”

It gives us the opportunity to tatk
and sit down for dinner, with no agen-
da,” agress Barbara Lang, who chairs tha
narmygoy committes and is an indepen
it director on the board of Piedmgnt
Ohige Realty Trest "You're chatting with
whoswver i5 sithing on your right ar left,
and you're getting to know them, Some-
times you talk about work and what’s go-

|
WHAT DIRECTORS WANT...

If your board decided to add two hours to its regular meetings, how would

you prefer to use the additional time?

Mara tirrse Tor apen dscussar among the boaard and senice managgrrsant

60%

Tima for girectors 0o Bngae with management team and high-potential employess

46%

Reserve time far new and emerging issues that arise after the board agenda is =at

Tiena foe aireciors Lo argeds wWith ernpiceees, &40, tounng Tacllities or atbending townballs

Mora tima for sessions with only independent direckars

~AND DON'T WANT

If your board decided to cut its regular mestings short by two hours, what
would you prefer to remove or cut back to use the additional time?

Time allocated o management presentaticns

Sacial T for direciors Lo get fa knows ong ancthar betiar

Remowe or cut back an certain existing agenda items

22%

Time spent engaging with employees (esg. tounng faclities or attending townhalls)

12%

Tirmd SpEal In Sessions with only indepandent diretiors

irg on at the company, but a lot of times
it's really just talking about them, whabesy-
ar glgd S gaing onon et s That
Gives us The chance 1o gel 1o know Tham
outside af their carporate board role”
Cerectors also gointed out that
spending time with ona another socially
can help board members collaborate
mong aifeciivily, “Individuals who have &
better undarstanding of cna anather ang
able to be more effective in dealing with
others,” says Devin Murphy. a directar
on the boards of CoreCivic.and Apart-

ment Income RET Corporation and the
presidant of Phillips Edison & Company
“And the way you learn about others
In Thie contest of a board 1§ Through
the socialization elements of the board
processes”

Patarsan says what thesze findings
=peak to s less about the impartance
of direciors conmecting with each othear
oviar COckbails angd mefworkiang, and morg
abvout the critical impartance of guakity
discussians in the boardroor and with
sanior managemant on critical issues,



‘Directors are looking for more time to
get bo know management teams and
high-patential employees: perhaps shift
ing social time to director networking
wikh Thase Qroups 15 The opporiumity far
boards” she says

“It's a board’s duty to

be able to step in and
point out if you think
management Is being risk
averse or taking on too
much risk.”

RETHINKING WHERE ANMD HOW
Reflecting on the most significant way
that Eoard meetings have changed ower
Lrigr past threed wedsrs, most dirgelors chose
halding resaatings virtually, Fifty-thrnse
percant of survey respondents report that
they now conduck some of their full-board
meatings virtuatly, and 29 percent do tha
same for committes mestings,

Howewver, while acknowledging The
efficiencies gained by nat neding to
travet, several poard membears gues-
tioned whether virtual meetings are as
affective, particularly for large boards
“When you're trying to have a full-board
medling, espicially ang the 5izé ol Mar-

THE RIGHT STUFF
Top ways to Improve the quality of the infarmation recelved from management

Marg interpretation on tha importancs and reanirg of data
33%

HMare forward-lookirg information and fewer historical results

Fare facus on themost ontical Kes

Hare time in acvance of a meesting to read the material

A rriong layered approach to reporting thal includes execulive Surmmands and apperdices

Mare concisa informaton

Mene of the abose Tam 1005 satistied with the material | recaéive Trom managément

Maore data visualizations

12%

Broadar views Tram other department heads (CHRO, TS0, o)

athon, which iz like 12 board members,
you end up with tog many people and

met erough time” says Stice “Frankly,

it's hard to navigate in persan, too, but
Cha penand 1%, | think Pabl-Baard meet ings
are batter in parson,”

Lang reports that whele her fult boand
managed virtual sessions (ust fine during
Covid=the board is redatively small
with elght members=they have since
reviche The cledision To gl Back 1o in-gdar-
500, Ong reason 5 that har Dosargd has a
practice where all members are Invited e
atktend all committae meetings, whether
they'ra on tha committess ar not, which
s much easier to accamplizh in persen. "l
baligye thie Thinking is, let's just 181 overy-
Body Fear @vdryling Decauss wa'rg ao-
ing bo have to hear about the vote when
we get to the general board mesting, so
It's nice to hear all the dialogue.” she says.
"Oeviousty, if you're not on the commit-
B, wald Gon't vate thare, But 1T makes the
bBard meetings redativaly Quick because
we've all gane throwgh everything” The
full board alsa still holds certain sessions
wirtually, but primarily when a special
situation arises, such as an acquisition or
a Cispasition

Anathar change in oard praclices.
according to the survey, 1s the increase
in communications cutside of forrnal
mieatings, More tham a third of surveyed
diractors reported having more frequent
COMMAnicaions in batwean maetings
than thisy cicl in Tha past, nobing that
those engagements help clear out maors
dizcussian time on the agenda,

The onslaught of issues falling onto
boards thase past few years have forced
tham 1o mave ikerms out of the agenda 1o
tackle offline o that maeeting tirma can be
reserved for mare In-depth discussions
of the mast critical issues—at bokh the
full board and the committes level, “The
way | sea it, they're trying to take things
oul of Tha audit cormmittes, 50 thal the
audit gormrrithes doesnt 9 an Torewsr”
Murghy says. | was on the board of a
compary years ago where the audit com-
mittes would go on for six hours, That
doesn’t happen on the boards that I'm
IFealyved i fow, And o frank, unless
Cherg arg issuas that nedd Lo e daall
with in the audit committes, the audit
committee shouldn't 9o an that long. For
audit committess that go on for much



longer than twa hours, | would questian
whether there's a more efficient way to
rum the process”

Twenkty=-nine percent of directors
raport that thair campanies have crosied
rw commilttees and warking arougs b
better manage the agenda Flur points
by @ growing tendency ta leave a baard
mieeting with follow=-ups that involve a
subr-working group, “T'We bave] pairings
baibvian Boand rmarmbers angd mgm-

b Of managerment s Chat batween

the meetings, there's a lob mare interim
dialogue b try bo advance on what might
haree been a next step that was caming
out,” she says. “It's a bit more of let’s
clivice and conguier s & board who's gaot
The epeetise and wivd ar thii managde-
ment team wouid benefit fram a lean-in
on that expertise.”

Her board also shifted the order of the
meetings to streamiine communications
ard facilitate discussion. Instead of start-
Ing the day with commitbes mealings
that lead up to the full board meeting, as
st boards do, they're now starting with
the full board, "We've found that even on
the most basic things around financial
perfoarnance thers wasa ot of duplics-
P, In the audet cammithen, which was
first in the day, that was the first time we
were getting into performance for the
past guartar,” Flur says "But wou wanted
to hear about the business side before
aoing inbe the nuts and balls on the aedit
cormrittes side, Lo we decided ta flig the
order of our meetings.”

The goal was to cut the time spent in
committes meetings =Ffrom four hours
bo twwo hours for audit specifically=—and
bgcorme much mare focused on the
imsues that matbar, “Instead of us having
to baseline evarything, now we have that
context an performance, and wa'ra able
te drill inko the things that are the more
technical aspects of audit committess,”
ghe axplaing

Wilkine's board also creates wark-
ing groups for certain topics for which
it's more immportant to gather spechic
expartise araund the tabla, like &S
“We pick a number of more profession-
al peoplé that hawe handled this work
I Uhee past and hawd Cherm 9o athar that
with the CEC" he says. “And then, when
they present to the board, it's not just the
CEQ and his bearm, it's alse the board ard

the CED and his team together. working
throwgh the due diligence.” he says.
Such anciflary mestings are a growing
trend. according to directors. "It could be
ACLIEE driven; i cauld b proxy Ses-
son driven: It could be sormething thers
that requires a subset of the board and
Its unique expertise,” says Stice, who
estimates that such impromptu discus-
slons now take place on a monthly basis
UIts nat & redularly seheduled thing, Its
in rasponse To & stirmulus, outside of the
rniormal course of business, That's hap-
pening more freguently”

ALIGHIMG ON RISK

Another arga of focus highlghiea by
SURyEy respanconts was the importance
of open, forward-looking discussion.
‘While &5 percent of directors surveyed
said they werg highly confidant in thair
board's alignment with management on
@ nsks for the campany, 38 and 31 pér-
cant saidd bhey could use mare clanty on
managemeant's appetite for risk over the
lng and shart term, respectively.

The finding is startling, Abbott says,
because “it's a board's duty to be able
Lo step inand point oul if you think
managemant 18 being risk averse or
taking on too much risk, it may be that
sometimes management will be mare
conseryative, but lat’s have a discussion
and understand why And it may be that
thury aro taking Too mech risk, and wou
rded 10 De ke, “Whoa, we're ol sure
Let's talk.'”

“That [delta] shouldr't even exist”
adds Murphy. “But I'm guessing that the
reason it does 15 that boards are more
risk aviarse and [herefore less willing (e
take rlsk Managoment has marg incen-
tlve to take risks tham boards, given how
the risk-reward benefit accrues more to
managemant than it does to the board.
Management gets the benafit of the
upsiche, and tha board Dasically ownsg
tha dowensicle Becavuse whan thifngs ao
wrong, the board gets bifamed, right®

The misaligriment could also stem,
fram the fact that the risk environmeant is
very different todas notes Stice “Risk has
become marg gxlrnngs than ininnsi, I1's
POl Thi ciacisian-raking within the tenl thatl
EXpOSes us ba greater risk with potential
resward, It's the things that are happering
b0 us putsicle the tent that are making us

INFORMATION
APPROACHES

Does your board have a policy or
informal guidelines to help directors
remain informed on key issuas?

W vES




“Directors are looking
for more time to get

to know management
teams and high-potential
employees.”

WORRIES ON THE HORIZON

respond,” he says. "Fifteen to 20 years agao.
a kot of the rsks that we would expose
curselves to were cecisions we madka. Mo,
thie risks are in response toa 250-paga SEC
clocument thal may patentiaiy farci us ta
list Seooe Toarmessions 3o, wa tend Lo e
playing defense more often than offer=e.
"But | really beligve that reward
Is commensurate with risk, and if I'm
going to hold the corporation or the
coripany respongitle for greater fig-
wiard, then | meed 00 B willing To pake
on greater risk. That is how you differ-
entiate yaurself among your peers wha
might be Ironing out and mitigating and
gliminating all the risk"

What would you say has grown as a concern for you in your role as a public
company director over the past two to three years?

Cyhersacurity and data privacy

Economic conditions

CEDQ & C-5iite scoession

Regulatory developments and comghiance

:DI‘IﬁEEFII‘lg talant needs (o corparate strategy

Innovation ard evolving technologies

28%

Capital stratégy and avallabilily

Shareniolder activism/defense preparedness

Supply chaims
22%

Feopalitical considaralions
22%

Crisis ranagemsant

IDENTIEYING EMERGING
COMCERMS

For tha past five years, C8M research
has shbwn cybersecurity atop the list

af concerns far board mambers, And
this survey didn'l buck Cha frand; Nearly
two-thirds of directors said their lewel of
cancern in that area had grown gver the
past faw years, making it by far the top
Iszus on tha list, wekl zhead of economic
canchtions (41 percent] in Second placea

Th challenge with cybarsecurity and
data privacy, directors say, is the sheer
complesity of the matter—how to proteck
what=and the increasing sophisktication
of attacks. Knowing where to book and
which guestions [0 ask is key, and baaring
Froarm ewpaiets iey th fieled 15 arse of i bt
ways toensure the board stays abreast of
emergindg risks

Yat, despite tha mportance of staying
informed cn new developments=—arcund
cyber ar any other msae— only 37 peroent
of dirgcions surviyed said heir bosnd hed a
formal policy far board education, and just
S0 percant have infomnal gusdedines to keep
them informed and educated on those fisks
ard. opparturities

Thig data isn't Surprising: Qur ra-
search has repoatecly shown that
diractors typically aren't sugportive of
formal palicles, whether they concern
board education, term or age fimits, or
any other aspect that, in directors’ view,
rgstrict the Treedoms Gf the board, as
Fry can patentially harre the elfective
gavernance of the corporation.

Instead, most directars say its.an
individual's responsibility to seek cut the
information they nead to enhance the
auaality of discussien al The Boardd leved,
Andd directars wha den't tak the tirne o
irvest in their education get weeded cut
fast, Stice says, thanks to & basic board
function: director assessments, “And it's
really healthy” he says

Coempany-spocific aducation events
are also uselul, says Aboolt, | loes The fact
that [Ensign] has an arnual conference of
managernent, and they talk about all the
top-af-mind issues” @he says " They hava
public speakers. and we. as board mem
biars, atterd. We get to rmeet all of manage-
ok, vl ik B Tiear all Lope-ol-mind-issom
Irdustry experts. Ard that's fabulous. Talk
about an educational experience and walk-
irg im Ehair shoes for bwo days” CBM



