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Today’s Newport Speaker

Rena Somersan

Managing Principal

Compensation Consulting

414-312-8189 | rena.somersan@newportgroup.com

Rena Somersan focuses on the areas of workforce and
executive compensation, performance management initiatives,
leadership development, talent motivation and retention. She
has more than 20 years of consulting and industry experience
assisting clients in executing their strategic human resources
and compensation initiatives.
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What You Will Learn Today

* The importance of regularly assessing Board compensation levels
and structures to ensure compatibility with market leading practices

e Current Board compensation levels and pay components
for Chairpersons and Directors.

e “Hot Topics” for Boards, such as term limits and diversity.

* Primary fiduciary duties for Boards, including conducting CEO
and Chairperson/independent Director performance evaluations.

« Today’s dynamic labor market on Board decision-making on
executive and workforce compensation.
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Survey Demographics

For Profit vs. Not-for-Profit Status

_25%

5% _ —

m NMon profic = For Profit
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Survey Demographics

Full-Time Equivalents (FTEs)

_29%

= <100

= 100 - 250

= 751-750
751-1500

= 1500+
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Survey Demographics

Org. Size by Annual Revenue
(Non-Financial Services)

15%___

27%
< = Less than $20M

= $20M - $50M

= 550M - $200M

= $200M - $500M
= $500M - $1B

= Greater than $1B

5%

12%;’

22%

\_19%
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Org. Size by Assets
(Financial Services)

3 _34%

—_33%

m Lessthan 5250M = 51Bto53B = Morethan 558
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Survey Demographics

Organizations by Company Structure

Private Equity Owned ] 1.3%
Esor | 77
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Demographics

Regions Midwest

50% Northeast
Northeast 10%
New England: n
Connecticut, Maine, Massachusetts, *‘

New Hampshire, Rhode Island, and Vermont

Middle Atlantic:
New Jersey, New York and Pennsylvania

. m
Midwest
East North Central:

lllinois, Indiana, Michigan, Ohio and Wisconsin
West North Central:

lowa, Kansas, Minnesota, Missouri, Nebraska,
North Dakota and South Dakota

South
South Atlantic:

Delaware, District of Columbia, Florida, Georgia, Maryland,
North Carolina, South Carolina, Virginia and West Virginia

East South Central:
Alabama, Kentucky, Mississippi and Tennessee

West South Central:

Arkansas, Louisiana, Oklahoma and Texas
N=76

West

Mountain:

Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, Utah and Wyoming

Pacific:

Alaska, California, Hawaii, Oregon and Washington
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Survey Demographics

Orgs. by Industry

Retzil mm 1.3%
Restaurant o 2 5%
Energy/Utifity 2 5%
Technology I 9%
Education m——-———— 5 3%
Professional Services I 3%
Insurance I 5.5%
Healthcare S ———— 5%
Finance & Banking s . 6%
Other Services me—— 7 0%
Distribution S — G —— 7 0%
Non-profi I 11 8%
Construction/Feal Estale peaeeeeeeessessssss—— 1 2%
Manufacturing . 7 1 1%

0.0% 5.0% 10.0% 15.0% 20.0% 25.0%

Note: Some Non-profit organizations reported an industry other than “Non-Profit.” Survey responses have not been altered.
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Survey Highlights: Board Structure

Board Meeting Frequency Number of Directors
» For profit Boards meet four times » For profit orgs. have five Directors.
annually. « Non-profit orgs. have eleven Directors.
* Non-profit Boards meet up to ten times  , oyside Directors outnumber inside
annually. Directors by a margin of 2:1.
NEWPOR
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Survey Highlights: Compensation

Effect of Annual Board
COVID-19 Retainers Meeting Fees
* Nearly 100% of * Outside Board » Outside Board
orgs. report that Chairperson is Director is
COVID-19 will $84,714. $2,400/meeting.
TEWE 1D i + Outside Board
81 SEEE _ Director is
compensation $54.117.
levels in 2022. ’

* 57% differential
between
Chairperson
and Director
annual retainers.

Note: Compensation data reflect All Organizations.
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Committee

Fees

« Committee

Chairperson is

$10,738.

« Committee
Member is
$9,026.

Equity

Compensation

* 9% of for profit
orgs. provide
equity to Board
Directors, avg.
annual equity
grant is $69,250.

» Equity vehicles
include restricted
stock, phantom
stock, stock
appreciation rights
(SARs), and long-
term performance
cash.
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Best Practices: Board Compensation

» Establish a formal Board Compensation Program.

e Conduct annual (or biannual) review of Board Director
compensation levels.

* Ensure that a pay differential exists between the Chairperson and
Board Directors.

» Consider eliminating Board and Committee meeting fees and replace with a
larger annual retainer.

NEWPOR
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Best Practices: Performance Management

e Conduct annual (or biannual) performance appraisal for Board Directors
and Chairperson.

» Assess the Board’s strategic support capabilities.
« Conduct annual performance appraisal for the President/CEO.

» Evaluate the relationship between pay and performance for the
President/CEO.

NEWPOR
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Best Practices: Hot Topics

« Outline Board Director responsibilities in a job
description.

» Consider implementing term limits.

« Consider implementing a diversity policy to
enhance the Board’s competitive advantage.

NEWPOR
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Survey Highlights: Board Administration

Performance
Management

Compensation

Assessments

* More than half of orgs.
(53%) never conduct a
formal compensation
study for Board
Directors.

» 27% of orgs. assess
Board Director
performance on an
annual basis.

and 54% of for profit
orgs. conduct an
annual performance
appraisal for the CEO.

FOR INSTITUTIONAL USE ONLY. NOT FOR USE WITH THE GENERAL PUBLIC.

* 75% of non-profit orgs.

Board

Administration
Hot Topics

35% of orgs.
memorialize

Board Director
responsibilities in a
formal job description.

49% of orgs. maintain
formal committee
charters.

20% of orgs. have
term limits in place for
Board Directors.

85% of orgs. have
three-year Board
Director terms.

Diversity

27% of orgs. have a
formal diversity policy.

Diversity policies are
more prevalent at non-

profit orgs. compared to

for profit.

34% of Board Directors
are female.

34% of Board Directors
are people of color.

30% of Board Directors

are under the age of 45.

NEWPORT
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Survey Data: Term Limits, Retirement

QUESTION: Are Director term limits in place? Does your organization have a mandatory retirement
provision for Board Directors?

Mandatory Retirement Provision
14%

Term Limits in Place .

100%
S0%
B0%
0%
B0%

88%
B0

B&%¥ —

m'es n No

56%

mYes

50%
40%
30%
20%
10%

¥

20%

1%

AllCres. For Profit Morn-Profit
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Survey Data: Term Limits — Practices

QUESTION: Please list the duration of each term. What is the maximum number of terms that a Director
may serve?

Duration of Director Terms Maximum Number of Terms Directors Can Serve

8% 50%
45%

. 8%
~ a0%

35%

45%

30% 27%
25%
20% 18%
B5% — 15%
9%
10%
m OneYear = FourYears = ThreeYears 0 )
N= 13 Three Terms Four Terms Two Terms Mo Maximum _—

NEWPORT

FOR INSTITUTIONAL USE ONLY. NOT FOR USE WITH THE GENERAL PUBLIC. retirement services 9



Survey Data: Job Descriptions

QUESTION: Are Director responsibilities outlined in a formal job description?

Formal Job Description for Director Role

80

0

T2%
65%

&0% S6%
S50 A%,
40% 35% BYes
0% 8% m Mo
20%%
10%

0%

AllCrgs. For Profit Mon-Profit
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Survey Data: Committee Charters

QUESTION: Are the responsibilities of each committee outlined in a committee charter?

Formal Committee Charterin Place
Bl

0

B0%

T5%
5o%
a9y Ol%
50%
41%
4% mYes
mMo
30% 5%
20%
10%
0%

AllCrgs For Profit Mor-Profit
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Survey Data: Diversity Policies

QUESTION: Does your Board have a diversity policy?

Prevalence of Diversity Policies

o0%
20%% T3% TT%
T0% 53%
0%
50
mYes
8%
40% u No
0% 7% 3%
20%
10%
0%
AllCrgs. For Profit Mon-Profit
N= 64
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Survey Data: Diversity — Gender and Race

QUESTION: What percentage of your Board Percentage of Board Directors Who Are People of Color
Directors are female? What percentage of
your Board Directors are people of color?

345

Board Composition by Gender o

n'White = PeopleofColor

3450

u Male
’ N= 19
m Female

B6%
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Survey Data: Diversity — Age

QUESTION: What percentage of your Board Directors are under 45 years of age?

Percentage of Board Members Under 45 Years of Age

I —

— T0%

m Aped5 or Qlder  » Under theAgeof4s
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Why Evaluate CEO and Board Performance?

CEO Performance Evaluation Board Performance Evaluation
1. Feedback 1. Board structure.
2. Compensation decisions. 2. Alignment with organization’s mission,

vision, and values.

3. Identify developmental opportunities.
3. Fiduciary duty.

NEWPOR
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Link Performance and Compensation Decisions

Long-term cash plans: Cash awards where payment is contingent on
performance as measured against predetermined financial or strategic objectives
over multiple years. Typical incentive periods are three to five years.

Total Cash Compensation
|
1

|

Annual Long-term Total Direct
Incentives Incentives Compensation

Base Pay +

One Year Timeframe
Three to Five Year Timeframes
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Compensation
Insights for Boards
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CPl and Salary Budget Movement

8.0%
7.0%
6.0%
5.0%
4.0%

30% g0 29% 3.0% 3.0% 3.0%  3.0%

- e = o o G
2 .80 2.1% 2.1%
v —

3.0%

2.0%

1.0%

0.3%

0.0%
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

—e—CPI-U —e—Salary Budget
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Turnover Tsunami!

T More than half of employees (52 percent)
are surfing towards other roles.

Why?
» Better compensation and e Burnout (Work from Home): Two in five
benefits (49%) worry that managers doubt productivity,

when they are actually working more!
o Greater flexibility and better work/life y y J

balance (33%) » Desire for promotion

* Disengagement » Early retirements

NEWPORT
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Turnover Tsunami!

v How can employers better ride this wave?
-~ Here are some tips to ‘Hang Ten’!

Conduct STAY interviews

« Engage top performers

 Increase recognition for all Consider COLA increases

e Listen Sigh-on Bonuses

Retention Bonuses

NEWPORT
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Pay for Performance Base Salary Increases

High Performers
Satisfactory Performers

Low Performers

Top Performers
NEED
Pay Differentiation
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Retention Vehicles

 Performance Unit Plans
 Phantom Stock

e SARS

NEWPORT
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For More Information

If you have questions about this survey or Newport services,
or would like a COMPLIMENTARY 30-minute review
of your Board’s pay program, please contact:

Compensation Consulting Practice

Rena Somersan, M.B.A.

Managing Principal

Milwaukee, WI

414-236-0470
rena.somersan@newportgroup.com

NEWPORT
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1350 TREAT BOULEVARD, SUITE 300, WALNUT CREEK, CA 94597
VISIT NEWPORTGROUP.COM

All data Newport’s Survey of Private Company Board Pay Practices (2021-22 Edition)
was collected by Newport from 63 organizations.

Newport Group, Inc. and its affiliates provide recordkeeping, plan administration, trust and custody, consulting,
fiduciary consulting, insurance and brokerage services.

This material has been prepared for informational purposes only. It is not intended to provide, and should not be relied
on for, tax, legal or accounting advice. Consult your own tax, legal and accounting advisors before making any
decisions. Newport and its affiliates do not provide tax, legal or accounting advice. 20220603-2219803

FOR INSTITUTIONAL USE ONLY. NOT FOR USE WITH THE GENERAL PUBLIC. Newport Group, Inc. © 2022. All Rights Reserved.


https://www.newportgroup.com/
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