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Introduction

Pearl Meyer

Pearl Meyer’s recent survey “Tracking and Reporting on Diversity, Equity, and
Inclusion” was conducted between July 18 and July 30, 2021. A total of 421
participating companies provided input on if and how they are tracking and
reporting DE&I factors, and to what degree DE&I goals are reflected in executive
incentive plans. Of those participants, 244 represent public companies, 132 are
privately held, and 45 are not-for-profit organizations.

Our analyses indicate that boards are increasingly involved in DEI discussions. We
expect these conversations to expand in both depth and breadth. Further,
organizations are measuring more metrics and becoming more sophisticated,
increasing focus on leading measures versus only those that look back.
Communication is expanding exponentially, DE&I is being covered in more
vehicles, and across all types of vehicles, and organizations are planning to
increase their communication of DE&I. Finally, organizations are adding DE&I to
annual incentive plans, but there is not a “one size fits all” approach. As with all
incentive plan design, the “best” approach is tailored to the organization.

Please feel free to contact me with any questions.

Beth Florin
Managing Director
beth.florin@pearlmeyer.com
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How Many Are Discussing DE&I?

= Overwhelmingly, respondents say their board discusses DE&I
issues (90.5%) and more than half (53%) indicate they have been
doing so for a number of years.

How long has the board been involved in
discussing DE&| matters?

We've been doing this for several years ||| EGKTcNGTGTTNEEEEEEEE 530
We started discussing it in 2020 || GG 2902

We started discussing itin 2021 [} 8%

We don't discuss this topic as a board [JJi] 10%
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Measuring DE&I and Setting Goals

Pearl Meyer

= DE&| measurement is evolving, but of those that track DE&I
metrics, just 45% set goals.

Does your firm track and report diversity
metrics to the board?

Does your organization set quantitative goals
with respect to any DE&I metrics?

mYes =No =|don't know

mYes =No =] don't know
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What Measures are Tracked?

= Of those that track DE&I metrics, “lagging” measures (i.e., things
that have already happened) related to diversity are the most
common.

What diversity-related metrics are tracked and reported within the firm?

% of promotions into management positions
% of promotions into top leadership positions
% of new hires into management positions
% of new hires into top leadership positions
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What Measures are Tracked? (cont.)

= Measures of inclusion and equity are also frequently tracked and
reported.

What inclusion-related metrics are tracked
and reported within the firm?

Percentage of candidates in _ 43%
leadership development programs °

Employee participation in resource _ 31%

groups
o What equity-related metrics are tracked and
Employee engagement/satisfaction o o .
score I 5% reported within the firm?
60%
Turnover rate | 70
50%
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Pay equity Pay gap
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Where is DE&| Reported?

= Organizations report plans to increase their communication of
diversity metrics.

Where is DE&| Reported Externally?

External Website 39% 15%
Social Media 32% 12%
Annual Letter to Shareholders 26% 16%

CD&A 31% 10%
Proxy Statement 35% 11%
HCM Disclosure
Annual Report
Sustainability Report

0% 10% 20% 30% 40% 50% 60% 70%

®m Included Now mPlan to Include
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|Is DE&I Represented in the Executive Incentive Plan?

= |t is increasing practice to include DE&I in incentive plans; 35% have DE&
incorporated into the annual executive incentive plan.

Is DE&I represented in the executive
incentive plan?

Yes, in the long-term plan - 9%

0% 5% 10% 15% 20% 25% 30% 35% 40%
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Why is DE&I in the Incentive Plan?

» The strategic importance of DE&I is the most common reason for
including it in the incentive plan, while external pressures, including
investors, employees, customers, and peers, are least common.

What considerations are most important for including (or thinking
about including) DE&I metrics in the executive incentive plan?
To drive change in the results of the metric I 30%
To signal its importance to the organization I 45 %
To be a good corporate citizen [ IIIIIIINININGENEGEGEGENENENENENENGEG 34%
To be consistent with peers/industry I 12%
To support talent management/development plans I 50%
To align with the strategic plan NN 4 7%
In response to employees NG 30%
In response to customers I 21%
In response to external investors NN 26%

0% 10% 20% 30% 40% 50% 60%
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Demographics

Pearl Meyer

Respondents' Roles

i = Board member
48% = C-suite management
= HR management
= Other

Type of Organization

= Publicly traded

= Private, for-profit

= Private, not-for-profit
(includes
government)
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Demographics (cont.)

Other

Utilities
Transportation
Technology

Real estate
Materials
Industrial
Healthcare (including life sciences,
Financial

Energy
Consumer
Business services

Industry

" 1%

" 1%

m 2%

s 11%

4%

mm 3%

e 10%
.. — 10%

I 349,

6%,

s 99,

s 9%,
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Revenue Range

$30 billion and greater I 6%

$20 billion to less than $30 billion
$10 billion to less than $20 billion

$3 billion to less than $10 billion

$1 billion to less than $3 billion

$300 million to less than $1 billion
$100 milliion to less than $300 million
Under $100 million
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N 3%
I 8%
I 20%
I 20%
I 2.3 %
I 8%
I 12%
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About Pearl Meyer

Pearl Meyer is the leading advisor to boards and senior management on the
alignment of executive compensation with business and leadership strategy,
making pay programs a powerful catalyst for value creation and competitive
advantage. Pearl Meyer’s global clients stand at the forefront of their
industries and range from emerging high-growth, not-for-profit, and private
companies to the Fortune 500 and FTSE 350. The firm has offices in Atlanta,
Boston, Charlotte, Chicago, Houston, London, Los Angeles, New York,
Rochester, and San Jose.
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ATLANTA
(770) 261-4080
atlanta@pearlmeyer.com

BOSTON
(508) 460-9600
boston@pearlmeyer.com

CHARLOTTE
(704) 844-6626
charlotte@pearimeyer.com

CHICAGO
(312) 242-3050
chicago@pearlmeyer.com

HOUSTON
(713) 568-2200
houston@pearimeyer.com

LONDON
+44 (0)20 3384 6711
london@pearlmeyer.com

LOS ANGELES
(213) 438-6500
losangeles@pearlmeyer.com

NEW YORK
(212) 644-2300
newyork@pearlmeyer.com

ROCHESTER
(585) 713-1349
rochester@pearlmeyer.com

SAN JOSE
(669) 800-5074
sanjose@pearimeyer.com

For more information on Pearl Meyer,
visit us at www.pearlmeyer.com or
contact us at (212) 644-2300.
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