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As compensation committees explor e expanding their scope of responsibilities beyond
traditional executive compensation parameters, they haverealized it requires more than
changing the committee’ s name and updating the charter.

Such tactical changes are an important signal and will overtly represent an expanded
involvement in broader human capital areas. However, they should not happen before the
committee has fully assessed itsreadiness for taking on the additional responsibilities that
come with an expanded remit.

Committee Commitment

The single most important readinessindicator isthat the compensation committee

leader ship and member ship be fully committed to change and growth. A majority belief
that broader human capital topics—ranging from succession planning and the
development of senior leadersto ESG and diver sity, equity, and inclusion—ar e essential to
the future of the organization isarequired foundation for productive discussions. Further,
the committee should have a fairly unified appreciation that these issues cannot be
addressed independent of the attraction, retention, and motivational propertiesof a
carefully designed compensation plan.

Thiskind of visionary inclination on part of the committeeislikely driven by directors
who have the experience that adds value to the conver sations. Boards that pursuethis
expanded remit may want to include such skillsin the matrixed profile of future
compensation committee members.

" ...being open to evolving roles will allow boards and management teamsto
explore new ideas that may ultimately lead to a stronger organization..."

Spirit of Partnership and Cooperation

In addition to committee engagement, the success of any talent management initiatives will
hinge on support from the CEO and their direct reports. In recent years,
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stakeholder—including shar eholder—expectations for broader human capital
management haverisen significantly. But for the board to effectively assess or guidein
these new areas, there must be a spirit of partnership and cooperation between directors
and the c-suite.

No doubt, the bright line between oversight and active management has begun to blur, at
times making both sides uncomfortable or unsure. Pushing through this uncertainty and
being open to evolving roles will allow boards and management teamsto explore new ideas
that may ultimately lead to a stronger organization—one that experienceslessrisk and
mor e growth over the long-term.

Taking the First Step

Oneway to raise awar eness and initiate conver sations as to broader human capital topics
isto incor porate a “human capital update” agendatopic at each committee meeting. This
update, which istypically led by the CHRO, can begin to consistently shine alight on key
human capital issues. While the topics can vary meeting to meeting, they often include
high-level reports on such mattersasturnover, talent acquisition and development, and
progresson diversity initiatives. These updates provide a great opportunity to
contextualize compensation matters and often springboard into strategic discussions on
key organizational imperatives. For example, by examining turnover, committee members
can better understand and provide suggestions asto retention strategies and succession
planning efforts.

Overcoming Potential Obstacles

Of cour se, the committee will face challengesin expanding its spher e of influence. One
very real obstacle is accommodating the additional time that new ar eas of attention
require. Since the cor e executive compensation responsibilities are not abating—if
anything, they likely have increased—it isimportant to be as efficient as possible with the
committee' s allotted time. One way to achieve thisis by including time allowances by topic
in the agenda so that routine matters can be dispatched quickly. It can be helpful to
structure certain agenda items as “ discussion only” with related materialsin an appendix
asa“preread.” Thiscan mitigate the potential for too much presentation and insufficient
discussion, which slows meetings down without productive results. Some committees that
arefurther alongin thisjourney have also explored the use of consent agendasasatime
management tool.

Going Further

Asthe compensation committee assesses its readiness and begins exploration of talent and
leader ship issuesin tandem with executive pay plans, additional ideas for furthering
progress can be helpful. Documenting the committee’ s expectations and goals can provide
milestones for achieving a measur e of progress. The use of an annual committee calendar
with integrated compensation and leader ship topics and decisions will add routine and
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structure to meetings. Accessto advisorswith experiencein guiding theintegration of
compensation and leader ship can be highly valuable. Finally, ongoing, open conver sations
with the full board about the committee’s expanding purview will provide critical
alignment.
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