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« 23 years on Boards
« Marketing Director, CEO, NED, Chairman
* Multiple Sectors

* Mentor Directors in leading UK & Global organisations
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Choose your answer: Text A, B or C
» Answer A: Financial Controls & Risk Management?
» Answer B: Setting Business Strategy & Achieving Growth

» Answer C: Setting Executive Remuneration & dealing with
Shareholders

(Source PWC NED Survey 2011)
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v Setting Business Strategy

v" Achieving Growth
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What are the Functional Backgrounds of Directors?

The BSA gathers data on qualifications
75% of Directors declared a qualification
What % Finance/Accounting/Banking/Insurance?

» Choose A 40% of total directors

» Choose B 48% of total directors
» Choose C 56% of total directors
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Qualification type Number % of total number
of directors
Accounting/ Finance 154 37.7%
Banking/ Finance/ Insurance 74 18.1%
Law 38 9.3%
Chartered Secretary 3 0.7%
Survey/ Valuation 23 5.6%
Personnel/ Training 8 2.0%
Misc Mangagement 9 2.2%

(Source : Building Societies Association 2010/11Data)
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So going back to our first slide if the major challenge is Growth and
Strategy for all Boards then shouldn’t we see a much broader range
of backgrounds & functions?

 HR & Marketing are often not at the Board table but are functions
with many senior women

« So a “Double Discrimination” against the functional skill set as well
as the Gender?
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« The percentage of FTSE 100 board seats held by women is how
14.2% (up from 12.5%).

* There have been 21 female Board appointments or 22.5% of all
appointments to FTSE 100 boards. 3 Executive Directorships & 18
Non-Executive Directorships

« 2/3rds of the new female appointees to the FTSE 100 & 250 have
no prior Quoted Board experience
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* There have been 28 new female appointments on FTSE 250 boards
representing 18% of all new appointments & 8.9% of all board seats.
It is now the minority of FTSE 250 companies that have all-male
boards.

 There has been no change in the frequency of director turnover of
directors on either the FTSE 100 or FTSE 250 boards, thus
Indicating no extra board changes to achieve more women.

33 FTSE 100 companies have set targets for the percentage of
women on their boards. Of these 33, only 10 set themselves targets
greater than 10% increases. 17 FTSE 250 companies have set
themselves targets.
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 Only 4 FTSE 100 companies set themselves a target of more than
the recommended 25%. Only 1 FTSE 250 company set a self-
determined target of 15% from a currently all-male board.

« 61 FTSE 100 companies made statements that acknowledge
gender diversity issues. There were 55 statements from FTSE 250
companies. Around one third of these statements reinforced the
message about selection being strictly on merit.
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*  Only 32% of FTSE 100 companies disclosed the number of women
on their boards, 28% the number of women senior executives and
33% the number of women employees. The figures for FTSE 250
companies were much lower at 22%, 10% and 5% respectively.

« 56 percent of FTSE 100 companies report having a policy on
boardroom diversity; 35% for FTSE 250 companies. In general
these policies are not currently supported by measurable targets or
clear reporting, although a number of companies stated an intent to
do so Iin future.
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» Of the 409 building society directors, 14.7% were female, up from
14.0% in 2009

« The majority of female directors were non-executives. Only 11
(8.9%) Executive directors 49 (17.1%) NED’s

* Building societies have more women (14.7%) compared to the FTSE
100 (12.5%) and FTSE 250 (7.8%)

* Eleven societies (23%) had no women on the Board versus 21
companies in the FTSE 100 & 131 companies (52%) in the FTSE
250.

(Source : Building Societies Association 2010/11Data)
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Table 2 : Proportion of

female directors Whole Board [Executive{Non-executives

All societies 14.7% 8.9% 17.1%

Assets over £1bn 15.7% 6.7% 20.2%

Assets £250m - £1bn 14.3% 6.3% 17.9%

Assets under £250m 14.0% 16.7% 13.2%

FTSE 100 12.5% 5.5% 15.6%

FTSE 250 7.8% 4.2% 9.6%

Source: Building Society Association 2010/11 data %Pﬂ’ﬂﬂ ANG
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Choose your answer: Text A, B or C
» Answer A Men 45% Women 63%
» Answer B Men 38% Women 54%

» Answer C Men 27% Women 82%

(Source Hanson Green 2012 Chairman/NED Survey)
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v" Answer C

Men 27% Women 82%

Major difference of view from existing directors

(Source Hanson Green 2012 Chairman/NED Survey)
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Choose your answer: Text A, Bor C
» Answer A Men 11% Women 23%
» Answer B Men 4% Women 44%

» Answer C Men 15% Women 27%

(Source Hanson Green 2012 Chairman/NED Survey)
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v" Answer B
Men 4% Women 44%

“Mind the Gap”!

(Source Hanson Green 2012 Chairman/NED Survey)
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Choose your answer: Text A, Bor C
» Answer A Two European Countries
» Answer B Four European Countries

» Answer C Six European Countries

(Source EU Publications)
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v Binding quotas with sanctions
France, Italy, Belgium, Norway
Diverse Quotas, Deadlines, Scope & Sanctions

v" Quotas without sanctions

The Netherlands, Spain
Not binding or tied to any significant sanctions
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5 Countries have guotas for State controlled companies

— Denmark, Finland & Greece
- gender equality laws
— Austria & Slovenia
- administrative regulations
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* Davies -Targets set & initiatives to encourage companies to achieve
targets voluntarily

* Davies - 25% female board members by 2015
* Further initiatives including 30% Club

* Threat of UK Quotas/Possibility of European legislation
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“While the FSA does not have a specific equality and diversity
objective or have targets for the number of women or other groups
being authorised to carry out SIF roles, we are permitted under the
public sector equality duty to monitor which groups are represented
among those individuals we approve and to act as advocates for
equality and diversity generally within the firms that we regulate.”

FSA Policy Statement 10/15:
Effective Corporate Governance (September 2010)
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« “Our focus on individuals’ experience and qualifications could increase
the conformity and homogeneity of those at the top of the UK financial
services industry, with the risk that levels of challenge and alternative
points of view are reduced....”

 “...We have been asked to focus not only on the attributes of each
Individual director, but also on the overall composition of the governing
body in relation to the firm itself.”

FSA Policy Statement 10/15:
Effective Corporate Governance (September 2010)
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“Having a more diverse board may help deliver better regulatory
outcomes, as increased diversity produces a wider range of
perspectives, thought and approaches to solving regulatory

problems and can help avoid the danger of ‘group think'’.

FSA response to Commission Green Paper: Corporate Governance in Financial
Institutions and Remuneration Policies, 31 August 2010

KENTORING

www.boardmentoring.com




“We would have concerns about the introduction of a fixed quota,
which we think could raise the risk that people are appointed just to
fulfil the quota, rather than because they have the right qualities
needed by that Board at that time.”

FSA response to Commission Green Paper: Corporate Governance in Financial
Institutions and Remuneration Policies, 31 August 2010
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* Legal & General investment management have threatened to take
action against companies that fail to recruit more women directors &
make their boardrooms more diverse “We don’'t want clones”

« LGIM’s corporate governance team met 250 companies during the
nine months to end September & regularly raised the diversity issue.
Mr Sadan described the “jobs-for-the-boys” mentality still prevalent
In some FTSE 100 companies as an unacceptable “merry-go-round”

« Aberdeen Asset Management, Standard Life investments, F&C
Asset Management & Aviva Investors are taking a tougher line on
directors resisting progress

« Listed Mining companies are under scrutiny 3.7% female directors
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* The myth of the “one ideal candidate” — a decent shortlist will have 3
or 4 appointable candidates

* The myth of insufficient qualified Board-ready women & tokenism

« Position matters so an operating board director or division director
“Is not qualified” to be a main board director

* Nominations committees always decide who is appointed - more
often it is the Chairman & the CEO

« Diversity means male vs female — diversity includes functional
expertise, career experience, generation +++
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« Companies serve their customers & stakeholders best when the
leadership team is diverse & there is diversity of thinking, functional
expertise & operational experience

* Diversity has been evidenced to reduce the risk of “group think” &
Improve performance and risk management

« Financial services (Non-Mutual)- where risk management is critical -
IS particularly short of women in senior leadership roles

« Communications, media savvy & response speed are now critical to
manage reputational issues & Boards need new skills
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* Succession Planning 2-3 years whole Board review
* Diversity Goals Overall Board composition

* Defining Briefs Relevant skills and intrinsic personal qualities and
not just proven career experience

 Long lists 30% women or justify demonstrating the scope and
rigour of their research. No agreement on Short Lists...........

* Supporting Selection
« Emphasising Intrinsics
* Induction

« Embedding the Code
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« Narrow search briefs with an emphasis on too many specific “done
this before” criteria is a real challenge to improving diversity

* Evidence that 50% of Director roles through Networks & even
through Search the “Known and Trusted” factor is key to the shortlist

« Search business model is executive led

* Evidence shows that sponsorship is important & women are less
likely to be sponsored by a senior leader due to “mini me” & optics

* Role models are important & internal role models may be absent
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 Mentoring is the transfer of skills & knowledge from a highly
experienced leader who has faced similar challenges

 Mentees can learn from this experience whilst receiving trusted,
confidential advice on how to meet their challenges & achieve their
objectives

« Each framework is specific to the mentee but it will include setting
expectations & objectives & a defined timeframe

* Mentors handle difficult conversations the organisation avoids

e Support for new hires & high flyers is critical & pays high returns
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 The Mentor needs to understand the organisation's perspective as
well as the mentee’s but all discussions are kept confidential

 An internal Mentor has the advantage of greater organisational
knowledge & can sponsor their mentee but they struggle to devote
the necessary time & crucially they lack independence

* |deal to have both & internal Mentors really benefit from master
classes in how to mentor & sponsor effectively

« Role models can be internal or external

 Trusted Advisors

ENTORING
www.boardmentoring.com




« Sponsorship has been shown to be key to progression within an
organisation

 People have a natural tendency to recruit & sponsor in their own
Image — the “mini-me”

* Internal mentors can act as sponsors for their mentee & this is a
valuable role

« Creating internal mentoring programmes can promote sponsorship
for a more diverse group

* Role models really matter
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* A well-run, independent process can add value

* Likewise a poor process can create conflict & distraction

e Search firms are not independent & acknowledge conflicts
* Helpful to include the wider team in reviews

« (Good succession planning should improve diversity, retention and
business performance
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« Companies are lagging stakeholders including shareholders &
government

« Activism is increasing from shareholders & stakeholders

* Boards need to demonstrate the progress made, identify actions &
set targets to improve diversity

* Introducing Mentoring schemes improves organisational
performance & demonstrates action towards targets

* Board appraisal & succession planning is essential

* The role of the Chairman is now being scrutinised — limited terms?
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« Diversity of Function, Experience & Background are critical

 The FSA Focus on “in depth multiple years in the specific FS sector”
IS pulling in the opposite direction

 Smaller Boards mean less Executives get Main Board experience

* Finance skills have been rated higher than all others & often only
CEO/CFO as Executive Directors & many CEOs are ex CFO’s/FD’s

« Women are often in Functions which are not on the main Board
such as Marketing & HR so need Mentors and opportunities
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