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If implemented, ISS’s new limits will have a big impact on CEOs who sit on more than
one outside board, and professional directors who serve on four or five boards.
Does your CEO serve on more than one public company board other than his or her own? Or do any of your
board members sit on more than four public boards in aggregate? If so, look out: Institutional Shareholder
Services (ISS) may soon be singling out such directors as “overboarded” and recommending investors vote
against their re-election.
ISS’ current voting policy allows for CEOs to sit on the boards of up to two additional public companies and nonexecutive directors to serve on up to six public boards.
ISS says it is still deciding whether to set its voting policy for non-CEO directors at four or five total public boards.
The proposed changes would have their biggest impact on CEOs. ISS says the number of CEOs it considers
overboarded would jump from 79 (as of June 30, 2015) to 336. For non-CEO directors, the number would
increase from 21 to 231 exceeding a four-board limit and 61 directors exceeding a five-board limit. (However, the
proxy advisor notes that the actual number of CEOs considered overboarded would decrease somewhat after
backing out subsidiary boards, which ISS does not count toward CEO totals).
In its proposed policy change, ISS cites a survey by the National Association of Corporate Directors, which found
the average annual time commitment for directors serving on public company boards has increased from 190
hours in 2005 to 278 hours in 2014.
Recent ISS poll results show investor support for the change, but shareholders aren’t in complete agreement
about the exact numerical limit to be placed on directorships. Not surprisingly, there is less support from the
corporate community that ISS surveyed.

Investor Support for Limits on Directorships
Investors

Non-Investors

Limit CEO to One Board (other than his/her own)

48%

20%

Limit CEO to Two Boards (other than his/her own)

32%

37%

No Limit on CEO Directorships

12%

35%

Limit Non-CEO Directors to Four Boards

20%

19%
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Limit Non-CEO Directors to Five Boards

18%

7%

No Limit on Non-CEO Directorships

12%

41%

Source: ISS’ 2015 annual policy survey of its clients

Assuming the firm finalizes the policy change, it wouldn’t go into effect until the 2017 proxy season. However,
starting in 2016, ISS will include cautionary language in its research reports identifying all directors who exceed its
new limits.
Issuers can submit comments on the proposal until November 9. ISS is expected to finalize all of its policy
changes for the 2016 proxy season (including those for Canadian and European companies) by November 18.
To learn more about participating in a Radford survey, please contact our team. To speak with a member of our
compensation consulting group, please write to consulting@radford.com.
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About Radford
Radford delivers compensation data and advice to technology and life sciences companies. We empower the
world's most innovative organizations, at every stage of development, to hire, engage and retain the top talent
they need to do amazing things. Today, our surveys provide in-depth compensation insights in more than 80
countries to over 2,700 participating organizations, and our consultants work with hundreds of firms annually to
design rewards programs for boards of directors, executives, employees and sales professionals. Radford is part
of Aon Hewitt, a business unit of Aon plc (NYSE: AON). For more information on Radford, please visit
radford.com.

About Aon Hewitt
Aon Hewitt empowers organizations and individuals to secure a better future through innovative talent, retirement
and health solutions. We advise, design and execute a wide range of solutions that enable clients to cultivate
talent to drive organizational and personal performance and growth, navigate retirement risk while providing new
levels of financial security, and redefine health solutions for greater choice, affordability and wellness. Aon Hewitt
is the global leader in human resource solutions, with over 30,000 professionals in 90 countries serving more than
20,000 clients worldwide. For more information on Aon Hewitt, please visit aonhewitt.com.

This article provides general information for reference purposes only. Readers should not use this article as a replacement for legal, tax,
accounting or consulting advice that is specific to the facts and circumstances of their business. We encourage readers to consult with
appropriate advisors before acting on any of the information contained in this article.
The contents of this article may not be reused, reprinted or redistributed without the expressed written consent of Radford. To use information
in this article, please write to our team.
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