20

CHAPTER THREE

Evaluation,
Accountability,
and Renewal

Evaluation creates value when it is trusted, probes beyond the surface, and informs
what the board preserves, strengthens, or changes.

Boards are accountable for the performance and succession of the CEO. They are also responsible for
evaluating their own collective effectiveness and supporting the ongoing development of individual directors.
These responsibilities are related, but they are not the same work.

The survey points to a different opportunity in each area. Boards report a strong base in current CEO
oversight, while proactive succession planning is less mature. Annual board evaluation also has a solid base,
while structured feedback for individual directors is less common.

Both gaps matter. Proactive CEO succession planning helps the board prepare for one of the most significant
disruptions an organization can face and consider whether the leadership it has today is right for its current
and future strategy and purpose. Individual director feedback gives directors rare insight into how they add
value, whether they are contributing at the right level, and how their questions and behaviours affect the
board’s collective effectiveness.

CEO evaluation, board evaluation, director feedback and development, succession, and renewal each answer
different questions and require their own approach. They become more valuable when relevant findings
inform other decisions. A board evaluation may point to development, changes in board practice, or future
recruitment. A CEO performance discussion may reveal a succession concern or a change in the leadership
the organization will need next.

For each practice, the fit-for-purpose question is practical: does it ask the right questions, invite candid
evidence, confirm strengths, surface blind spots, and lead to an appropriate response?
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Current Leadership Oversight is Stronger Than
Future Leadership Readiness

Boards are more confident overseeing today’s CEO than preparing for the next one.

The survey asked how rigorously the board oversees CEO performance, and about CEO succession maturity. Performance oversight is strong
across organization sizes. Succession readiness is also positive, but consistently lower. Overall, the gap is 19 percentage points.

THE 19-POINT GAP

Performance oversight asks whether the
e Y S E© current CEO is deli'veri.ng.'Succession asks
performance oversight 87% 82% 91% 100% V\(hether the organization is ready for a
different future leader, an unexpected
departure, and the vacancies an internal
appointment may create below the CEO role.

UNDER 500 500-5,000 OVER 5,000

POSITIVE ASSESSMENT ‘ R EMPLOYEES | EMPLOYEES | EMPLOYEES

Mature or solid CEO succession planning 68% 62% 74% 89%

Source: GPC 2026 Best Practices Survey, Q16 and Q15; n=82. Percentages are rounded.

WATSON PERSPECTIVE

While the survey did not specifically test why larger organizations reported a smaller gap, they may have greater leadership depth and
dedicated capacity to sustain succession work. Smaller organizations can still have thoughtful succession plans, although the likely
path may be external and emergency succession may be more challenging. Larger organizations also face their own complexities. At
every size, the board needs a credible CEO succession plan that it knows, understands, and trusts will work when needed.

Overseeing the CEO is one of the board’s most consequential responsibilities, and succession is an essential part of that work. Boards
can struggle when a CEO is under-performing, when the organization’s direction changes and the leadership required for the future

is different, or when a CEO leaves earlier than expected. A CEO transition can be one of the most disruptive events an organization
faces, affecting strategy, financial performance, culture, and the organization’s ability to deliver on its purpose.

Leadership transition is inevitable, even when its timing is uncertain. Boards need to have the conversation before urgency narrows
their options. That means planning for immediate continuity and longer-term leadership needs, understanding the available internal
and external paths, and regularly revisiting whether the plan still fits the organization’s direction. Every director should understand the
plan, know how it would be activated, and be clear about the board’s role if performance, fit, or timing changes.
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Board Evaluation and Director Feedback
Provide Different Views

Board evaluation has traction. Individual director feedback is not yet common practice.

The survey asked which governance foundations work effectively. Annual board evaluation was identified by 65%, while director
feedback was identified by 48%. Director education was identified by 65%, suggesting that opportunities to learn are more common than
structured feedback that can help target that learning.

BOARD EVALUATION

65% identify annual

board evaluation as a

= governance foundation
working effectively.

Assesses the board'’s
collective focus, information,
culture, contribution, and
leadership, then select a
small number of visible
priorities.

Improve how the
board governs as well as how it
assesses itself.

DIRECTOR FEEDBACK

o 48% identify director
O™ feedback as a
[ .
governance foundation
working effectively.

Director feedback gives
individual directors
specific insight into their
contribution, behaviours,
preparation, participation,
and development needs.

Help each
director strengthen their
contribution to the board’s
collective work.

THE DEVELOPMENT CONNECTION

o
['\/ 65% identify director education as working effectively.

0 O O
oo

Education is most useful when it responds to what the

board and its directors need to understand or do differently.

Evaluation and feedback can help direct learning, mentoring,
committee assignments, and leadership opportunities toward

identified needs.
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WATSON PERSPECTIVE

Expectations of boards continue to grow and change. Directors are being asked
to contribute strategically, exercise judgment across increasingly complex risks,
and maintain the line between governance and operations as the issues before

them become more technical and interconnected. Yet individual directors often

receive little direct feedback on how they are contributing.

A thoughtful feedback process can help directors understand where they add
value, whether their contribution is having the intended impact, and where they
may need to grow. It can also surface how a director’'s questions, comments, and
behaviours affect the boardroom conversation. Read alongside board evaluation,
this provides a clearer basis for individual development and for the board-wide
education and capabilities the board needs to build.

Feedback only creates value when directors can hear and use it. Individual
evaluation can feel personal, and directors may be uncomfortable providing
what feels like a report card on their colleagues. The process should be clearly
positioned as developmental rather than punitive and designed to support care,
candour, and trust. Clear expectations, appropriate confidentiality, balanced
evidence, and thoughtful delivery all help create the conditions for feedback to
be received constructively.

The process should conclude with agreed development priorities, appropriate

support, and visible follow-through. The goal is not to assign a score. It is to help
each director, and the board as a whole, become more effective.
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Take Evaluation Seriously

Value comes from asking the right questions, trusting the process, and responding to what it reveals.

o, identify annual board evaluation as a governance
ﬁ SURVEY'SIGNAL | 65% foundation working effectively.

That is a solid majority, but it leaves more than one-third of participating
organizations without annual board evaluation as a reported strength. The
survey does not tell us that the remaining boards never evaluate. It does
show that a regular, effective process is not yet universal.

WATSON PERSPECTIVE

Boards expect the CEO to participate in a meaningful evaluation each year.
The board, as one of the organization’s most important leadership bodies,
should apply the same discipline to itself. Yet we have seen many boards
treat evaluation as a requirement to complete rather than an opportunity to
learn. Standard questions are asked, a report is received, and little changes.
That approach robs both the board and the organization of the real value
evaluation can provide.

Evaluation should be approached with a clear purpose. The board should
know what it wants to understand, choose an approach suited to that
purpose, reflect honestly on what it learns, and commit to acting on

the results. We have seen time and time again how board and director
evaluations can become rote. The same questions and format are repeated,
participants become less candid, and confidence that meaningful change
will follow begins to decline. Self-evaluation remains valuable, but boards
should consider whether it is still producing the insight they need and when

fresh questions, a different method, or external expertise would add value. A

periodic external review can surface patterns that are difficult to recognize
from within and identify behaviours or practices that need to evolve. Done
well, evaluation helps the board understand where it adds value, reinforce
what is working, address gaps, and identify what it needs to learn next.

This matters because neither the external environment nor the board itself
stands still. Directors, chairs, committee leaders, and governance support
change, as do the organization’s strategy, risks, and needs. Evaluation helps

the board understand how the current team is working together and whether

it is providing the leadership the organization needs to achieve its strategy
and purpose.

Evaluation is not a verdict or a compliance exercise. It is one of the ways a
board leads, learns, and develops itself.

23

GATHER EVIDENCE

Use a balanced view

of results, behaviours,
contribution, and relevant
perspectives.

CHOOSE THE RESPONSE

Name what should continue,
what should change, and

two or three priorities with
owners, support, timing, and an
intended result.

KEEP A CONSISTENT CORE
Changing every question and
method each year can erase the

baseline. Keep enough core content

to compare progress, then add

focused questions for the board’s

changing strategic priorities.

SET EXPECTATIONS

Connect the review to
strategy, purpose, leadership,
and the work ahead.

HAVE THE CONVERSATION
Make feedback candid,
specific, balanced, and clear
about what

matters most.

FOLLOW THROUGH

Put commitments on the
forward calendar and use them
to reinforce strengths, address
gaps, and shape development
and renewal.

USE THE FORWARD CALENDAR
Schedule progress checks before
the next evaluation cycle. Return to
the actions, ask what changed, and
use unresolved patterns to inform
development, leadership readiness,
and recruitment.
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In Practice

@ IDEAS FROM INTERVIEW PARTICIPANTS

These are peer practices, not prescribed models. Adapt the underlying discipline to the board’s composition, culture, capacity, and decisions.

CEO
Accountability

Create continuity
around CEO evaluation

One board formed

a focused human
resources committee
made up of the board
chair, vice-chair, and
another director,
creating ownership
and continuity

as it worked to
strengthen the link
between strategy,
expectations, and
CEO evaluation.

Future
Capability

Board
Accountability

Refresh the matrix when
strategy changes

Turn findings into a
work plan

One board made

its evaluation more
useful by following

the findings with a
detailed work plan.
Each recommendation
was translated into
actions, assigned an
owner, and scheduled
through the annual
governance calendar,
with the intended
results made clear. This
created accountability
for follow-through and
gave future evaluations
a basis for testing what
worked, what did not,
and what still required
attention. It turned
reflection into action.

As a new four-year
strategy is finalized, a
governance committee
is preparing to revisit
the board’s skills and
competency matrix,
including whether
the definitions

and competencies
themselves need to
change.

Board
Recruitment

Recruit from the strategy

One board uses a skills
assessment and an
external landscape
scan after strategic
planning, identifies
needs months

before recruitment,
and maintains an
evergreen list. Recent
priorities have included
risk, mergers and
acquisitions, and
senior executive
experience.

CEO
Succession

Plan for more than the
emergency

One board separated
immediate continuity
coverage from longer-
term CEO succession.
It looked one or two
levels below the

CEO, considered

the vacancy an
internal successor
would create, and
kept the succession
conversation active
even when there was
no clear internal path.

Q QUESTION FOR YOUR BOARD

. What did our last CEO or board evaluation confirm should continue and what did it tell us to strengthen or change?

24
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CHAPTER FOUR

The Learning Board

Future readiness depends on how quickly the board can build enough
shared understanding to govern change.

Artificial intelligence, cyber risk, digital transformation, regulation, and
geopolitical uncertainty are moving faster than the traditional board
learning cycle. Directors need not become technical experts, but they do
need enough shared language and context to identify the governance
question, test management’s choices, and recognize when assumptions
have changed.

The learning board builds capability into the governance rhythm. It starts
with the decisions and risks ahead, uses education to create a common

frame, practices how the board would respond, and returns as the issue
evolves. What the board needs to know, and how it learns, must fit the
organization’s strategy, exposure, and pace of change.




Technology Readiness is Still Being Built

Capability is developing on a stronger base of adaptability.

The survey asked how well the board governs ‘

emerging teghnologigs, inc!uding opportunity, . . . ‘ . . ‘ . . '
risk, and ethical considerations. Only 9% selected ‘ . . . ’ . ‘ . . .
strong, informed, and forward-looking oversight;
57% selected adequate oversight that is still building . ‘ . . . . . ‘ . .

0000000000 ADEQUATE, BUILDING DEPTH

depth; and 34% described oversight as early, o
. ‘ . ‘ ‘ . . ‘ . ‘ 57 /0 The base exists; shared understanding

fragmented, or minimal.
‘ . . . . . and governance clarity are still developing.

Oversight connects opportunity, risk, and
ethical considerations.

The survey separately asked about governing during
disruption: 88% described the board as highly
adaptive or generally capable, although some strain EARLY OR LIMITED

- )
may remain. 34 /0 Oversight is fragmented or there is little
meaningful board attention yet.

Source: GPC 2026 Best Practices Survey, Q25; n=82. Percentages are rounded.

(77 SURVEY SIGNAL

describe the board
88% as highly capable
and adaptive or
generally capable
during disruption.

Boards have a strong base for
learning: experience responding
under pressure, established risk
practices, and an appetite to
keep building capability.

WATSON PERSPECTIVE

Adaptability is valuable, but future readiness cannot be built only while the board is responding

to disruption. The most effective boards are always learning and thinking about the organization,
including between meetings. Directors pay attention to what is changing beyond the organization,
consider what they may not yet understand, and bring relevant questions and perspectives back to
the boardroom.

Technology readiness is a collective capability, not a requirement for every director to become
an expert. Boards build it by working with management to identify what they need to understand,
connecting learning to upcoming decisions, recruiting for capabilities the board will need, and
drawing on outside expertise where it adds value.

The standard also continues to move. Technologies, use cases, regulation, and risks evolve, so
boards cannot assume that one education session, policy, or expert presentation means the issue is
covered. Strong boards remain curious, regularly reassess whether their knowledge and practices
are keeping pace, and continue preparing for questions they cannot yet see.

GPC BEST PRACTICES SURVEY REPORT 2026



Cyber Oversight is Further Along

Clear exposure, regulation, and established risk infrastructure may accelerate maturity.

The survey asked how effective the board’s

cybersecurity and digital-risk oversight is across Robust or generally
L effective oversight

preparedness, response, and resilience.

Overall, 61% selected robust or generally effective
oversight, including 30% who selected robust Robust oversight with
oversight with clear accountability. clear accountability

Source: GPC 2026 Best Practices Survey, Q26; n=82. Percentages are rounded.

WATSON PERSPECTIVE

In our work, we have seen boards devote more time and attention to cyber risk, supported by greater access to expertise, established
frameworks, director education, regulatory guidance, and clearer expectations about the board’s role. This helps explain why cyber
oversight is further along than oversight of emerging technologies, where the issues, practices, and governance expectations are still
taking shape.

But more established does not mean settled. Cyber risk changes continuously and reaches far beyond technology. It can affect strategy,
operations, people, third parties, reputation, business continuity, and the organization’s ability to deliver on its purpose. Boards still have
significant room to strengthen how they understand these interconnections and the consequences for the organization as a whole.

Directors do not need to become cyber experts or direct the operational response. They do need to understand the organization’s
material exposure, know where accountability sits, be clear about escalation, test preparedness, and ask whether the board’s knowledge
and reporting are keeping pace with the risk. The disciplines that have helped cyber oversight mature can provide a starting point for
artificial intelligence and other emerging technologies, even as the questions continue to change.
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AI Governance is Moving On Two Tracks

Organizational oversight is becoming more concrete. Boardroom use is still less settled.

The interviews suggest progress in how boards oversee their That is a qualitative signal, not a year-over-year survey comparison,
organization’s use of artificial intelligence. Directors are hearing but it points to a more concrete governance conversation than
more about current use cases, policies, opportunities, and risk. simple awareness of Al.
GOVERN THE
ORGANIZATION'S USE KEEP THE LEARNING AT

. . BOARD LEVEL
Boards are increasingly USE VALUE RISK ACCOUNTABILITY
asking management to make . Use new knowledge to
the organization’s Al use What current What benefit is What data, Wh.o owns the ask about strategic fit,
visible: where it is being used, ~ and planned expected, and privacy, cyber,  policy, controls, material risks and benefits,
what value it is meant to applications how will it be ethical, people, monitoring, and guardrails, accountability,

are material? assessed? or third-party escalation?

create, what information and )
risks change?

people are exposed, which
policies and accountabilities
apply, and how benefits and
risks connect to strategy.

capability, and evidence
of value.

Management may not
have adopted the same
tools or be at the same
stage. Focus on what
TRACK ONE the organization needs
and what the board must
govern, rather than how
TRACK TWO management should
implement the technology.

GOVERN THE BOARD'S USE

Boards are still working out
what responsible artificial
intelligence use looks like in

. - TOOLS INFORMATION RECORDS JUDGMENT As directors learn more,
their own work. Responsible : _— their questions can drift into
use depends on the tool, Which secure What board How do How will directors il tation detail
information environment, enterprise, information must confidentiality, verify outputs Implementation aetatl.
records practices, and human board-platform, never enter privilege, and remain
verification, not simply on or sandbox tools an external retention, and accountable for
whether a director uses are permitted? language model? minutes apply? the decision?

artificial intelligence.
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In Practice

©
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IDEAS FROM INTERVIEW PARTICIPANTS

These are peer practices, not prescribed models. Adapt the underlying discipline to the board’s composition, culture, capacity, and decisions.

Shared Language

Reserve time for education sessions.

A board uses dedicated education sessions when directors and management need a common frame; for example, on
artificial intelligence, open banking, digital identity, and cryptocurrency.

Safe Experimentation

Give directors a secure place to learn.

Directors have access to an artificial intelligence sandbox within visible organizational guardrails, alongside an acceptable-
use policy that is reviewed as practice evolves. Keep board information inside an approved environment and make data-
handling rules explicit.

Recurring Rhythm

Connect education to current use.

Quarterly board involvement includes updates on how artificial intelligence is being used in the organization, supported by
external speakers and ongoing education.
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Create Shared Language Before Asking
for Oversight

@ In Practice | Deeper Dive

THE LEARNING NEED

Common terms, such as artificial intelligence, can mean five different things to five people. Without a shared frame, directors and
management may appear to disagree when they are working from different definitions, assumptions, or levels of familiarity.

COMMON FRAME

The board can discuss the
same issue rather than defend
different definitions.

Reserve a capability session for
when the board needs a stronger The Governance Professional's Design Questions
shared foundation. Bring directors
and management into the same
learning conversation.

What conversation will the board need to have?

RIGHT LEVEL

The session focuses on
governance questions rather
than a technical download.

Use current issues such as artificial
intelligence, geopolitics and impact
on supply chain, data privacy, and

@

Where are inconsistent definitions getting in the way?

What should management explain about the

cybersecurity to eSta*?“Sh a common organization’s current use and exposure?

framework before asking the board /N REPEATABLE RHYTHM

to oversee choices or risk. Which board-level choices, guardrails, or reporting K The topic can return as use,
expectations should follow? exposure, and regulation change.

fp QUESTION FOR YOUR BOARD

. What does our board need to understand, and how should it learn, to govern fast-changing issues without moving into management?
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CHAPTERFIVE

Governance

Professionals Are
Effectiveness Designers
for Today and the Future

The role shapes the conditions for better board work today and builds
the governance capacity the board will need next.

Governance professionals sit at the intersection of the board, chair, CEO, management,
information, and governance systems. That vantage point allows them to see where the board’s
attention is being lost, where information needs a better frame, where the annual rhythm needs
to change, and where the governance system must evolve as the organization looks ahead.

The role’s contribution depends less on its title or reporting line than on whether it has the
trust, access, business context, authority, and early involvement needed to influence board
effectiveness while preserving confidence with directors and management.



Positioning is Part of Effectiveness

Most roles are effective. Fewer than half are fully integral to board effectiveness.

The survey distinguishes between a governance professional Overall, 46% selected the first category and 40% the second. The
who is highly effective and integral to the board and one who is combined result is positive at 86%, but the more revealing finding is

effective in key areas but not fully leveraged.

OVERALL

0000000000 16%
86% oeeeesscoe
- 0000000000
posive @O OOO0OO0OOO®
000000 — 40%

— 14%

FINANCIAL

0000000000 /%

95% 0000000000
0000000000

positive 0000000000
0000000000
0000000000
0000000000
0000000 — 18%

— 5%

o Highly effective and

integral to the board All other responses

Effective in key areas

Source: GPC 2026 Best Practices Survey, Q23; n=82. Percentages are rounded.
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that fewer than half describe the role as integral.

WATSON PERSPECTIVE

A role can be effective in key areas while still entering after the agenda, materials,
or governance path are largely set. An integral role has the trust, access, business
context, authority, and early involvement to shape the work itself.

While the survey did not explore why financial organizations rated the role more
positively, several conditions may matter. The role is common in the sector and may be
supported by a broader governance team, particularly in larger organizations. Demanding
governance regulations and guidelines also make alignment, accountability, and access
essential. These organizations have invested sustained time and attention in governance,
helping build the trust that allows the role to be highly effective and integral.

A larger governance team can provide valuable capacity, but capacity alone does not
make the role integral. Integration is relational. The governance professional must earn
trust across the governance system. Equally important, the board and management must
recognize the role’s value beyond administrative support and invest in it through access,
time, authority, resources, and protected capacity. When that support is in place, the
governance professional’'s knowledge of both governance practice and the organization’s
unique business gives the role a strategic vantage point like no other.

The strongest governance professionals build relationships deliberately with the chair,
individual directors, the CEO, and the management team, long before a difficult issue
arises. Trust does not come from always making governance comfortable. It comes from
advice that is candid, well timed, proportionate, and grounded in an understanding of the
organization. These professionals raise future considerations early, help the board and
management work through governance questions together, and make it easier for both
groups to fulfill their roles.

They also understand that continuous improvement requires judgment about pace.

They know when a practice needs to change, when the board needs time to absorb that
change, and when a solution is good enough for now. Rather than adding process for its
own sake, they right-size the response for this board, at this time, and focus effort where
it will create the most value.
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Strategic Contribution Needs the

Right Conditions

Influence depends on how the role is positioned.

How the role is positioned Do not begin with the
determines whether the title. Begin with the
governance professional contribution the board
sees issues early enough needs.

to shape them or receives
them after the path is
largely set.

Then design the
access, relationships,
accountability, and

The right design will capacity that make that
reflect the organization’s contribution possible.
size and structure, but six

conditions consistently

expand the contribution.

Today's governance professionals are no longer simply

stewards of process. As organizations navigate geopolitical

uncertainty, rapid technological change, heightened
stakeholder expectations, and evolving regulatory
environments, governance professionals have become
indispensable boardroom players. As expectations of
boards and their challenges continue to grow, so too does
the importance of governance professionals as trusted
partners in driving effective governance, and as strategic
advisors in helping boards and their committees navigate
increasing complexity, strengthen decision-making, and
build resilient organizations.
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Conditions that enable strategic contribution

TRUST

Confidence that advice is
candid, discreet, and directed
to the governance purpose.

EARLY INVOLVEMENT

Visibility while the issue,
material, agenda, and
governance path can still be

BUSINESS CONTEXT

Enough understanding of
strategy, risk, people, and
operations to see what
matters to the board.

ACCESS

Direct, appropriate connection
to the chair, CEO, committee
leaders, and board.

CAPACITY

Time and support to improve
the system while still
delivering the next meeting.

VOICE AND AUTHORITY

Permission to raise gaps,
challenge the process, and
recommend a better path.
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Design the Conditions for Better Board Work

The Governance Professional role adds value before, during, and after the meeting.

Design Area The Question

AGENDA What conversation must happen?
MATERIALS What does the board need to see?
MEETING What will help the room work?
LEARNING What capability must be built?
EVALUATION What must change next?
CALENDAR When must the work return?

NNV NV NV N

The Practical Contribution

Sequence for judgment, protect strategic time, and identify
what can move to consent or committee.

Coach management on the decision, strategy and risk
links, targeted questions, and concise supporting evidence.
Develop effective tools/templates to help management
translate their updates to board ready information.

Support the chair with timing, participation, role clarity, and
the signals that discussion needs a different mode.

See the whole year, bring decisions forward, and create a
rhythm for recurring and emerging work.

Turn findings into owners, timing, support, progress checks,
and renewal decisions.

See the whole year, bring decisions forward, and create a
rhythm for recurring and emerging work.

> THE SHIFT
From completing governance activity to designing the result the activity is meant to produce.

34
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In Practice

@ IDEAS FROM INTERVIEW PARTICIPANTS

These are peer practices, not prescribed models. Adapt the underlying discipline to the board’s composition, culture, capacity, and decisions.
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Annual Rhythm

See the Whole Year

Plan beyond meeting to meeting. Identify what must
happen later in the year, what needs to come to the board
earlier, and where learning or decisions need runway.

Role Clarity

Make the Advisory Connection Visible

A governance function is exploring how to document the
corporate secretary’s advisory role and clarify the dotted-
line connection to the board while maintaining trust with
management. Make the connection explicit enough to use

without forcing every organization into one reporting model.

Materials and Meeting

Coach Management and Support the Chair

Work with management to keep presentations at board level,
then sit close to the chair with the agenda timing visible and
help the conversation move when it is losing focus.

Strategic Involvement

Act as a Governance Coach

A governance team is involved in strategic decision-making
and helps determine what should come to the board, when

it should arrive, and how the governance path should work.
Early involvement brings governance input in before the issue
becomes a finished package with no room to reshape the
conversation.
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Advise Through the Chair,
Without Becoming the Chair

@ In Practice | Deeper Dive

THE ADVISORY STANCE

The governance professional knows the business, sees the governance system, and has regular access to the chair and board. The
value lies in helping leaders notice what they may otherwise miss, not in directing the board.

DISCUSSION PROMPTS . . 3 BOUNDARY PRINCIPLES
What This Looks Like

KNOWLEDGE 1 ADVISE
Does the board know enough O Meet regularly with the Chair Offer context, patterns,
about this to govern it well? guestions, and options.
COMFORT . () Join the board in camera where the role and
Where might confidence be relationships support it. ENABLE
masking an untested assumption? 2 Help the chair and board
. ) . exercise their own authority well.
REPORTING () Provide feedback on how governance is working.
Is the frequency and depth of
reporting still appropriate? O Use questions to help the chair test whether the 3 PRESERVE
board has the knowledge, comfort, and reporting Maintain trust and confidence with
FOLLOW-THROUGH it needs both board and management.
What needs to return, and when? ’
fp QUESTION FOR YOUR BOARD
. Is the governance professional positioned to shape board effectiveness, or only to support board process?
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CHAPTER SIX

Compensation as a
Governance Signal

Pay is where strategy, performance, accountability, and stewardship meet.

The survey results are positive, with room to strengthen the connection
to strategy. Most compensation philosophies and applicable incentive
plans have at least some strategic alignment, although fewer are fully
aligned. Board compensation is also more often seen as appropriate than
not, while a meaningful minority sees a mismatch with the responsibilities,
time, or expertise the role requires.

Compensation is a governance choice as well as a market exercise.
Executive pay signals what performance matters and which trade-offs the
organization is prepared to make. The approach to board compensation
reflects how the organization recognizes governance service, whether
through paid roles or a deliberate volunteer model.

Fit-for-purpose design matters here too. Ownership,
purpose, regulation, geography, affordability, volunteer
traditions, and talent markets all shape the answer. The
board needs a clear and defensible line of sight from
strategy and responsibility to the compensation decisions
it makes.
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Alignment is Positive, but Complete
Alignment is Less Common

The survey asked three different compensation questions. Together, they show where the connection is strong and
where it is still being refined.

Compensation alignment is not one measure. The survey asked about the philosophy that sets overall intent, the incentive plans that
translate strategy into performance priorities for executives, and the structure used to compensate directors for the board work required.
A compensation philosophy serves as the foundation for compensation decision-making and its effectiveness is influenced by how well it
supports the organization’s strategic objectives.

(77 SURVEY SIGNAL ({7 SURVEY SIGNAL

BOARD COMPENSATION 67%
STRATEGY ALIGNMENT Agree or Strongly Agree
Four in five respondents report that the compensation The survey asked whether the
philosophy is at least partly aligned with strategy. Among current board compensation 339
organizations with an applicable incentive plan, 82% say it structure appropriately reflects . ,
fully or partially supports strategic priorities. the responsibilities, time Disagree or Strongly Disagree

commitment, and expertise

required of board members.
COMPENSATION PHILOSOPHY

39%

Source: GPC 2026 Best Practices Survey, Q22; n=82. Percentages are rounded.

INCENTIVE PLANS The result is positive overall, although one third of respondents see a

potential mismatch between board compensation and the role.
(1]

() Strong alignment/ Limited or no
full support alignment/support QUESTION FOR YOUR BOARD

. Where is the line of sight partial, and what would make it complete?

Source: GPC 2026 Best Practices Survey, Q20 and Q21; n=82. Percentages are rounded. Start with the strategy, not the Compensatlon Instrument.
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Financial Organizations Report a More
Mature Compensation Link

The difference is most visible in strong alignment, not simply in having a compensation process.

Across the same three questions, financial organizations report stronger alignment than the full sample. The clearest difference is in the
most positive response category: strong philosophy alignment, incentive plans that fully support strategic priorities, and strong agreement
that board compensation fits the roles requirements.

STRONG EXECUTIVE COMPENSATION PHILOSOPHY ALIGNED TO STRATEGY

55%

Financial sector

39%
Overall X . . .
Multiple factors may contribute to these results, including

regulation, more established human resources and
APPLICABLE EXECUTIVE INCENTIVE PLANS FULLY SUPPORT compensation infrastructure, formal comparator practices,
STRATEGIC PRIORITIES and deeper experience with performance-based pay.

57%

Financial sector The lesson is to make the line of sight explicit by defining the
philosophy, connecting measures to strategy, using relevant
comparators, and reviewing the outcome. It is not an
invitation to copy financial-sector pay levels, and the survey
did not test causation.

44%
Overall

STRONG AGREEMENT THAT BOARD COMPENSATION FITS THE ROLE

50%
Financial sector

29%
Overall

Source: GPC 2026 Best Practices Survey, Q20, Q21, and Q22; n=82. Percentages are rounded.
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Compensation Has Three Governance Jobs

Philosophy sets intent for the organization. Incentives translate priorities into performance. Board compensation reflects

fiduciary responsibility.

These decisions are connected, but they are not interchangeable. A fit-for-purpose approach gives each one a clear job and then checks
that the three tell a coherent story about organizational strategy, executive performance, and board responsibility.

1. Set up the
compensation philosophy

Define how purpose, talent needs,
market positioning, affordability,
regulation, and the expectations
of interest holders shape the
organization’s approach to pay.

Q QUESTION FOR YOUR BOARD

What principles should guide
compensation when priorities or
markets change?

40

2. Translate strategy
into performance

Choose a limited set of financial
and non-financial measures,

time horizons, risk guardrails,

and room for judgment. Test the
behaviour the plan may encourage
across executives as well as the
calculation.

fp QUESTION FOR YOUR BOARD

If these measures are achieved,
will the organization have
advanced the strategy in the
right way?

DO NOT LET COMPARATORS BECOME THE STRATEGY

3. Reflect the work
of the board

Consider fiduciary responsibility,
preparation and meeting time,
committee and chair work,
required expertise, ownership
model, volunteer traditions,
accessibility, and the capabilities
the board needs next.

Q QUESTION FOR YOUR BOARD

Does the structure fit the actual
contribution and accountability
expected of directors?

Market data is evidence, not the decision. The board still needs to explain why
the comparator, positioning, measures, and outcome fit this organization.
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In Practice

@ IDEAS FROM INTERVIEW PARTICIPANTS

Four ways boards are making compensation decisions more deliberate.

Review Rhythm

Use Different Cadences for Executive and Board Pay

Complete a comprehensive executive compensation review on a regular cadence, with interim checks when strategy,
accountabilities, or market conditions change. Review board compensation every two to four years, or sooner when there is a
significant change in the board’s responsibilities, workload, or context.

Performance And Pay

Close the Loop after CEO Evaluation
Have the human resources and compensation committee review the evaluation, then have the board chair and committee chair
meet with the CEO to connect performance, compensation, and any resulting change.

Comparator Discipline

Bring in Expertise When Internal Capacity Is Thin

Use external expertise where needed and give a small, focused committee continuity around the work. Test whether the comparator
group reflects the organization’s mandate, geography, scale, and talent market, using external data to strengthen the board’s
judgment rather than replace it.
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The Next Practice of Governance

Future-fit boards use disciplined, board-specific practices to improve judgment.

The survey starts from strength. The next stage is to make that strength more useful: to turn trust
into healthy challenge, oversight into foresight, standards into practice that fits, evaluation into visible
change, compensation into strategy-linked accountability, education into learning, and governance
support into effectiveness design.

MOVE FROM TO

DESIGN GOVERNANCE FOR

YOUR BOARD Thoughtful application

Generic adoption

SHIFT MATERIALS TO
JUDGMENT

AL BUILD CHALLENGE INTO Trust without enough
: ‘ THE RHYTHM tension

Reporting the issue Framing the conversation

Respectful, purposeful challenge

MAKE EVALUATION

vV vV v v Vv v v

\/ § CONSEQUENTIAL Annual activity Accountability, development, and renewal

| { < CONNECT COMPENSATION Market practice and TF
/ \ TO STRATEGY annual metrics Purpose, performance, and accountability
MAKE LEARNING PART OF . - . .

GOVERNANCE One-off education Future capability built over time

- ™ 1R

- ‘ POSITION THE ROLE . .

I — _N STRATEGICALLY Process support Board effectiveness design

/g \
=

GPC BEST PRACTICES SURVEY REPORT 2026




APPENDIX A

Participating Organization
Demographics

This appendix describes the 82 organizations that participated in  The categories reflect respondents’ own selections. Watson did
the GPC 2026 Best Practices Survey. It presents overall counts not independently audit or verify how organizations classified

and percentages by organization type, approximate number themselves.

of employees, and primary sector. This information provides

context for the report’s findings and the selected comparisons Percentages are rounded to the nearest whole number and may
presented throughout. not total 100%.
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ORGANIZATION TYPE

RESPONSE COUNT PERCENT
Public 6 7%
Private 10 12%
Not-for-profit 27 33%
Government Owned 14 17%
Member Owned 15 18%

Post Secondary 3 4%
Other 7 9%

Organization type is based on respondents’ selections and the descriptions provided where “Other” was selected. Percentages are rounded and may not total 100%

APPROXIMATE ORGANIZATION SIZE

RESPONSE COUNT PERCENT
Under 500 employees 50 61%
500-5,000 employees 23 28%
Over 5,000 employees 9 11%
Percentages are rounded and may not total 100%
PRIMARY SECTOR
RESPONSE COUNT PERCENT
Financial 22 27%
Industrial 9 1%
Broader Public 15 18%
Professional Services 1 13%
Social Impact 16 20%
Education 7 9%
Other 2 2%

Percentages are rounded and may not total 100%
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