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Purpose and Background

Fhis sepott presents the hndings of a joint New York Stock Exchange
INYSEE Amencan Soaety of Corporate Secretaries, Inc. (ASCS)
survey on G orporate Boards, Structure and Compuosition.

Whike it has been grenerally cecognized that the structure and composi-
tip nt Corporate Boards ot Directors have been changing, available
lata Tave been somewhat limited.

Anrteult, asurvey was undertaken to determine the current status of
sonme of these changes among ASCS members - particularly since
1974

Oin September 11, 1978 the ASCS mailed questionnaires tor this
autvey toits 1,700 members, Al ASCS members represent companies
cubigedt to SEC reporting requirements,

Response:
® 903 companies or 589% of the entirc ASCS membership

responded to the questionnaire.

1 he survey focuses on:
Structure of Boards 1973 vs, 1978,
€ ompaosition of Boards —Fall 1978.
Composition of audit, compensation and nominating commit-
tees of Boards 1973 vs. 1978,

Separate data tor NYSE companies were developed irom the question-

naire responses, for comparative purposes.

Highlights

Board Structure:
® Marked increase in the number of corporate audit, compensa-
tion and nominating committees since 1975.

Board Composition:
® Non-management” directors comprise the majority on approx-
imately 80% of respondent company Boards of Directors.

Audit, Compensation and Nominating Committees’ Com-
position:
@ Non-management” directors comprise majorities on
audit, compensation and nominating committees.
— Audit committees are entirely comprised of non-
management directors for:
— 92% of respondent companies.
— 96% of NYSE respondent companies.
— Compensation committees are entirely com-
prised of non-management directors for:
— 69% of respondent companies.
— 74% of NYSE respondent companies.
— Nominating committees are entirely comprised
of non-management directors for:
— 44 % of respondent companies.
— 47% of NYSE respondent companies.

‘Note: The questionnatre used in the sirvey 1s reproduced as Appendix B The torm “non-
management director’ . as usod throughott, 15 defined on page 3 of Appendix 8.
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Board Structure

ked increase in the number of corporate audit, compensa-
and nominating committees since 1975.
Majority of companies have audit and compensation
committees.
Nominating committees show highest percentage in-
crease (due to relatively small base in 1975).

Board Composition

® Non-management directors camprise the majority on approx-
imately 80% of respondent company Boards of Directors and
also comprise majorities on audit, compensation and
nominating committees.

Increase in Number of Audit,
Campensation, Nominating Committees
1975 vs. 1978

Certain respondents did not answer every question;
cansequently, totals may vary from chait to chart.

Proportion of Non-Management
Directars on Corporate Boards — Fall 1978

0-50%

212
COMPANIES
(21%)

51-100%

780
COMPANIES
(79%)

Certain respondents did not answer every question;
consequently, totats may vary from chart 10 chart,
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Audit Committee
Composition

# Audit committees are entirely comprised of non-management
directors for:
— 92% of respondent companies.
— 96% of NYSE respondent companies. ™

Non-Management Directors

y
!
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Non-Management Directors as Proportion of Tatal

Certain respondents did not answer every guestion:
consequently, totals may vary from chart 10 chart. i

* Subseguent to receipl of the survey responses a detarled review determined that only

one NYSE respondent company's audit committee was not entirely comprised of non-

management directors.

Compensation Committee
Composition

® Compensation committees are entirely comprised of non-
management directors for:
— 69% of respondent companies.
— 74% of NYSE respondent companies.

® Compensation committees are comprised of 50—100% non-
management directors for:
— 95% of respondent companies.
— 97% of NYSE respondent companies.
Non-Management Directors

NO. on Compensation Committees — 1975 vs. 1878
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Non-Management Directors as Proportion of Total

Certain respondents did not answer every question;
consequently, totals may vary from chart to chart.
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Nominating Committee
Composition

® Nominating committees are entirely comprised of non-manage-
ment directors for:
— 44% of respondent companies.
— 47% ot NYSE respondent companies.

® Nominating committees are comprised of 50—100% non-
management directors for:
— 94% of respondent companies.
— 95% of NYSE respondent companies.

Non-Management Directors
on Nominating Committees — 1975 vs. 1978
NO. OF ;
COMPANIES
200—
|
150 — AL ‘
131
125 —
)
100 —
1
85— 58
50— 45
25—
1o — 10
° R - N
1975—-1978 1975—-1978 1975-1978
0-49% 50-99% 100%
Non-Managament Directors as Proportion of Total
Certain respondents did not answer every question;
! consequently, totals may vary from chart to chart.

Other Findings

Approximately 40% of respondent companies without a
nominating committee report they “have formulated plans” or are
“actively giving consideration™ to establishing one.

Approximately 30% of respondent companies without a compen-
sation committee indicate plans tor establishing one.

Approximately 30% of respondent compames with a nominating
committee have identitied, in their latest proxy statement or an-
nual report, the members who serve on that committee.

Approximately 40% of respondent companics with a compensa-
tion committee have identitied members serving on that
committee. NYSE companies compare tavorably, with the

reported number being 504 .

Approximately 50% of respondent companies with a nominating
committee report their committee considers nominees recommend-
ed by sharcholders.
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Appendix A
Survey Overview

@ The 1,053 New York Stock Exchange listed companies which are
represented by members of the American Society of Corporate

Secretaries constitute 2% ot all 1,700 ASCS members.

© The 993 members of the Society participating in the survey repre-
sent a 58% response rate.

® Of the 993 survey respondents, 655, or 6640, are NYSE listed com-

panies.

© The remaining 338 respondents, or 34 %, are not NYSE listed com-

panies.

Appendix A

SURVEY OVERVIEW

1,700 ASCS

Members = 100%

1,053 NYSE
COS. = 62%

- of ASCS Members

647 Non-NYSE
COS. = 38%
of ASCS Members

-Respondents

993 Réspondents = 58%
of ASCS Members

f/l/
/////
- i
NYSE COS. %
655 = 66% I

of Respondents.

Non-NYSE COS.
338 = 34%
of Respondents
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Appendix B

AMERICAN SQCIETY
OF CORPORATE SECRETARIES, INC.
One Rockefeller Plaza, New York, New York 10020
in cooperation with
THE NEW YORK STOCK EXCHANGE, INC.

SURVEY—CORPORATE BOARDS,
STRUCTURE AND COMPOSITION 9/78

The following is a brtef self-explanatory survey 10 obtain some
indication of the trends and composition of boards of directors and
board committees. This information 1s being gathered for possible
presentation to members of Congress, the Secunties and Exchange
Commussion and others as a means of demonstrating what is ac-
tually occurring within the corporate board structure.

This questionnaire 1S extremely important in this ime of debate
and rule-making or legistative efiorts in the overalt area of cor-
porate governance We appreciate your laking a few minutes of
your time 1o answer s quesiionnaire and return it 16 us no later
than September 29. Because of the importance of this survey, 1t
has been decided that we will not survey the members this 1all
regarding corporate communications (o shareholders as previously
announced.

Respondent’s Name Title

Company
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Appendix B

Piease indicate the primary category of your company.

Manutacturing 0 Mining
Communications 0O Merchandising
Public Utitity ] Transportation
Insurance & Othet

Financial U Please spacily

Please indicale ihe total asseis of your company in millions of
doliars {as of the end of its most recent fiscal year),

Undar 25 i 200 10 499 o
2510 49 . 500 10 S99 [
501099 [ 1.000 10 4,998 i
10010 199 . 5,000 & over [

Please indicale sales of your company in millions of dollars (as of
the end of ita mosi receni fiscal year).

Undar 25 200 (0 <99
25049 500 10 999

50 10 99 1,000 10 4,999
10010 199 5.G00 & over

Pleass indicate number of stocknholders.

Under 10.000 [
10,000 10 24.99%
000 to 49,999
50.000 10 99,999
100.000 & over

For purposes of this questionnaire, the terms 'non-management
director’ and 'management director’ are defined as follows:

® The term "non-management direcior’ means any person who
is independent of management and free from any relationship
that. in the opinion of the Board of Directors of the company.
would interfere with the exercise of independent judgement as
a Board member

@ The term "management director’ refers to any person who is
an altiliate ot the company, an officer or emplovee of ihe
company or iis supsidiaries, or a close relaiive of an officer of
the company or ils subsidiaries, or does not meet the definition
of a "'non-management director’” above

How many individuals serve on your Beard of Directors?

N

How many members of the Board are:
non-management direclors
management directors

Audit Committee —Structure and Composition

3) Has your company estanlished an audit commitiee?

Yes No

i YES'" please answer 3A only
If"NO™". please skio to 3B

3A. HfYEST:
@ When did ihis committee become operative?
Month Year
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® How many members who serve on thiscommitiee are:
non-management directors

-management directors

@ i this commiltee was operative in 1975 how many
members were then:

non-management directors

management directors

3B. If "NO', (your company has not established an audit commit-
tee), please check one of the following o indicate your plans
regarding audit committees:

0 Company has formulated plans 1o establish an audit
commitiee.

If 50, when do you beligve it will become operative?
Year

T Company is actively giving censideration to doing this
although has not formulated pians as vet to establish an
audit commitlee.

T Company has no interest in establishing an audit com-
mittee.

Nominating Committee —Composition, Structure
and Functions
4)Has your company established a nominating commitiee?

Yes No
i YES' please answer 4Aonly
It "NQ™", please skip 10 4B

4A. 11 YES':
@ ‘When did this committee cecome operative?
Month Year

© How many members who serve on this committee are:

non-management directors
management directors

@ [i this committee was operative in 1975, how many
members were then:
non-management directors
management directors

@ Have you identified in your latest proxy statement or in
vour annual report the members who serve on your
nominating committee?

oo
Yes No

® Does your nominaling committee consider nominees
recommended by shareholders?
il Yes, does consider nominees recommended by
shareholders.

If "YES”. check following box only it your proxy
descripes the procedure io be followed. [l

1 No. does nol consider nominees recommended by
shareholders

4B. If "NQO" please check one of the tollowing to indicate your
plans regarding nominating committees:

i Company has formuiated plans to establish a
nominating commitiee.

if so. when do you believe it will become operative?
Year
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O Company is actively giving consideration to doing
this although has not -formulated plans as yet to
establish.a nominating committee.

0 Company has no interest in establishing a
nominating commitiee.

Compensation Committee —Structure and Composition

5) Has your company established a compensation committee?

[N
Yes No

If "YES' please answer SA only
It "NQ"", please skip L0 58

S5A. IfYES”
® ‘When did this committee become gperative?
Month Year

@ How many members who serve on this commitiee are:
non-management directors
management directors

@ If this committee was operalive in 1975, how many
members were then:
non-management directors
management directors

® Have you identified in your latest proxy statement or in
your annual report the members who serve on the
compensation commitiee?

—
Yes No

5B, If “NO", please check one of the following to indicate your
plans regarding compens_ation committees.

1 Company has formulated plans (0 establish a com-
pensation committee.

I 50, when do you believe it will become operative?
Year

Company is actively giving consideration to doing
this although has not formulated plans as yet 0
esiablish a compensalion committee

™

71 Company has no inleresi in esiablishing a compen-
sation cominittee.

Thank you. Please return this guestionnaii2 in the envelope nrovid-
ad o o
Amearican Socieiy of Corporate Secretaries, Inc.
One Rocketeliar Plaz
New Yorx, Ny 106
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