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Measuring Board Effectiveness

Does your board conduct a board
evaluation/performance review
(either self-evaluation or a third-
party facilitated)?

18%

Outer - All Sectors
Inner — Financials

82%
78%

Yes © No

Y/4

Source: Nasdaq’s 3" Annual Global Governance Pulse Report

Why does your board conduct a board evaluation/performance review?

D o e e T
Reaui o, ) ) 47%
equired by the organization’s self-imposed governance requirements —
0,
Required by regulator or authorizing organization 20%
0,
Requested or required by shareholders, owners, or stakeholders 9%
1%
Oth
er l%
All Sectors M Financials 0% 10% 20% 30% 40% 50% 60% 70%
What is the typical scope of your board’s evaluation/performance review process?
85%

Annual evaluation of the board

45%

Annual evaluation of each committee

27%

Annual evaluation of each board member individually

12%

Periodic evaluation of the board

8%

Periodic evaluation of each committee

11%

Periodic evaluation of each board member individually

6%

Annual evaluation of corporate secretary

2%

Periodic evaluation of corporate secretary 2%

1%
Other 1%
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Measuring Board Effectiveness

What method does your board use to facilitate its board evaluation process?

Utilize a questionnaire to collect feedback from board
members

o . . . 38%
Conduct individual interviews with board members

. . 28%
Review governance documents and board materials

Utilize a questionnaire to collect feedback from 22%
management

s . . . 14%
Conduct individual interviews with management

) . . 7%
Observations of meetings by third-party

O!

Utilize a questionnaire to collect feedback from other 5%
stakeholders

O!

5%
Conduct individual interviews with other stakeholders )

2%

Other
| 1%

0% 10% 20% 30% 40% 50%

All Sectors  E Financials

Y/4

86%

80%

Source: Nasdaq’s 3" Annual Global Governance Pulse Report

Does your board facilitate its board evaluation process internally,
externally, or through a combination of both internal processes and
external facilitation?

11%

12%

Solely internal facilitation

Outer — All Sectors
Inner — Financials 539

Combination of internal and
external facilitation

35%

Solely external facilitation

Our board develops a specific action plan to address key opportunities
and risks and increase the board’s effectiveness based on the board
evaluation results.

10% |

9%

1%
30%

Strongly Agree
Agree

Outer — All Sectors

Inner — Financials Disagree

Strongly Disagree
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Fostering Meaningful Board Engagement

What changes would improve your board’s culture and dynamics? What changes would drive greater value from your board?
(select up to 3; “None of the above” is exclusive) (select all that apply)
Actively and constructively challenge management 34% Deeper understanding of business conditions, 52%

industry trends, competitive landscape, and legal or
regulatory environments

BUI . L 25%
uild deeper relationships with other board members
_ Increased constructive discussion and debate in 46%
o ) ) 26% meetings on strategic topics between the board and
Increase participation in board discussions _ management —
Hold periodic meetings between the board chair (or 21% 25%

Updated board composition to bring in new and

equivalent) and individual board members .
relevant perspectives

19%

Ask informed, productive questions

Better understanding of shareholder/stakeholder 19%

0, .
Share perspectives more concisely (better share airtime) 19% interests

Hold social or informal interactions for board members 1
. 9% Clarity of the board's decision-making authority and 17%
without management

oversight responsibilities

0,
Productively debate one another 16%

[
(52
32I

More opportunity for discussion for independent

Actively listen and fully consider others' perspectives and 12% board members without management
deas o Tuw
. . 18% o
A tel f t 11%
PPOPTIATely prepare for meetings _ Better defined board agendas -
0,
Other 4%
5% "
*None of the above, our board's culture is healthy, and 24% Other -
dynamics are approprite T
0% 5% 10% 15% 20% 25% 30% 35% 0% 10% 20% 30% 40% 50%

All Sectors M Financials All Sectors M Financials
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Fostering Meaningful Board Engagement

How does your board evaluate the CEQ's performance? (select all that apply. “None Does your board have a CEO succession plan?
[...]” is an exclusive answer.)
Yes, the board has a CEO succession plan that includes 57%
both an emergency provision and long-term plan _
75% Yes, the board has only an emergency CEO succession 16%

Review achievement of performance goals

defined in the compensation plan _ plan o 15%
21%

No, the board does not have a CEO succession plan

Collect feedback from board members on the 61% 6%

I .

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

. . , 47%
Regular discussion of board members All Sectors

observations of the CEQ's performance _

Elicit feedback from the CEQ’s direct reports on 19%

, 0,
the CEO's performance - Yes, by the board and a board committee 36%

B Financials

Does your board oversee management succession plans?

(1)
2 e Ty
(1]
Other
E% No, by neither the board nor a board committee _12%
0,
7% Yes, by only a board committee ez

*None, the board does not evaluate the CEO .

0,
Unknown or other 7%

0% 10% 20% 30% 40% 50% 60% 70% 80%
0% 5% 10% 15% 20% 25% 30% 35% 40%

All Sectors M Financials
All Sectors M Financials
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Evolving the Board with the Business

Which of the following skills and experience would most enhance your board’s

composition? (select top 5)

Source: Nasdaq’s 3" Annual Global Governance Pulse Report

Which topics are most important for continuing education for your

board? (select top 3)

o . . . 9 0,
Artificial Intelligence and machine learning _M Artificial intelligence (Al) and machine learning —W’
. : 28%
Obersecuriy and dataprivacy T 39y Cybersecurity and data privacy
()
Technology and innovation 32% [
&y — Industry trends _31A,
Industry experience _29% 21%
Technology and innovation _°
0,
Strategic development and execution _294
P sk managemen .
Accounting and audit _19/0
18% Legal and regulatory requirements 14%
Client relations, customer engagement, and marketing _° S 20%
Enterprise risk management 18% Accounting and finance requirements &%
S 18%
22%
Executive leadership experience 7% 25% Corporate governance 18% "
Mergers and acquisitions and capital markets 14% Economic conditions (including tariffs, monetary 18%
L 15% policy, and inflation) _
: ; 11% o
Law, regulation, and compliance _o Mergers and acquisitions and capital markets &
. 11% -°
Human capital management _ Consumer trends 10%
Government relations and public policy 9y 15% 11%
Government relations and public policy 7% e
: : 12%
Public company board experience
T Human capital management 6%
Product development and research _° °
Sustainability, environment, and climate 6%
Sustainability, environment, and climate & 2%
Political environment (including geopolitical = 6%
International operations and supply chain ll‘yz% conditions) 11%
2%
9 Other
Other Iié; 0%
- 0% 10% 20% 30% 40% 50% o 0% 10%  20%  30%  40%  50%
All Sectors  ® Financials All Sectors M Financials
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Evolving the Board with the Business

What are the top areas that will impact your organization in the next 12 months?

(select up to 5)

Competitive landscape

Economic conditions (including tariffs, monetary policy, and inflation)
Artificial intelligence (Al) and machine learning
Technology and innovation

Access to capital, resource allocation, and cost controls
Cybersecurity and data privacy

Clearly defined and articulated strategy and goals
Mergers and acquisitions

Emerging legal and regulatory requirements

Human capital management

Risk management program

Consumer sentiment and trends

Political landscape (including geopolitical conditions)
Investor relations (including shareholder activism)
Reputation with stakeholders

Supply chain

Other

Sustainability, environment, and climate

All Sectors M Financials

Y/4

44%

40%

w
w

36%
23%
30%
23%
20%
19%
14%
20%
19%
8%
5% -
w3 10%
=
0% 10% 20% 30% 40%

50%

Source: Nasdaq’s 3" Annual Global Governance Pulse Report

What Al topics is your board currently discussing? (select up
to all that apply. "N/A” is an exclusive response.)

Al impact on the business (e.g., 77%
workforce productivity and/or
business expansion or disruption)

Al oversight responsibilities to board 32%

committee/task force

Policies on board member utilization 22%

of Al

23%
New regulations on Al (e.g., EU Al Act)

Active use of Al tools by board 17%
members to support their
responsibilities

4%
Other
I3%

19%
*N/A - we are not discussing Al
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Executive Summary: Al Governance for Bank Boards &

The Board's Imperative in the Al Era

Al is not the next wave of technology. It is a general-purpose capability that will reshape how banks compete, operate, serve customers, and manage
risk. With trillions of dollars potentially at play, Al is closer to a reckoning than a trend — and that is why it is a board-level priority.

of organizations use Al in at least one business

function — yet board governance has not
matched that pace.

of directors globally report "limited to no
knowledge or experience" with Al; 1 in 3 say Al
does not appear on their agenda.

of Fortune 100 companies disclosed any form of
board-level Al oversight as of 2024, per
McKinsey research.

MIT finding: Organizations with digitally and Al-savvy boards outperform peers by 10.9 percentage points in return on equity, while those
without Al-savvy boards are 3.8% below their industry average. (MIT CISR, 2025)

TWO PRIORITIES FOR BOARDS

Define the Al posture Tailor governance to match that posture
Clarify how Al fits into the bank's strategic ambition. Without

Calibrate the board's role around where to engage, what to
alignment, oversight becomes superficial or paralyzing.

oversee, and the cadence to use.
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STRATEGIC FOUNDATION: Al Governance for Bank Boards 4

Defining the Bank's Al Posture

Two strategic dimensions determine a company's approach to Al. Where the bank falls along each dimension defines its posture and shapes
what the board must prioritize. The answer determines the governance approach, investment level, risk appetite, and oversight intensity.

INTERNAL TRANSFORMER

Holistic - Optimize

BUSINESS PIONEER

Holistic - Expand

Al becomes the operating backbone. Multiple functions are rewired

Al drives new offerings, revenue streams, and competitive reinvention.
simultaneously. High complexity — requires deep board engagement on

Boards must scrutinize value pool defensibility, leadership capability,
structural sustainability, cross-functional interoperability, and workforce compute sustainability, data moats, IP, and regulatory exposure.
change.

FUNCTIONAL REINVENTOR

Selective - Optimize

PRAGMATIC ADOPTER

Selective - Expand

Al targets specific high-ROI workflows — fraud, AML, onboarding, A fast-follower stance. Boards monitor competitor moves, track Al
reporting. Boards focus on scaling what works, defunding weak pilots readiness internally, and ensure the bank can move quickly when an
quickly, and managing vendor lock-in. opportunity or threat materializes.
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What Bank Boards
Should Do Next

Converting Al discussion into a practical, recurring board-level governance discipline

Six universal governance actions every board should take — regardless of Al posture
Codify Al governance policy: scaling rules, risk thresholds, vendor guardrails, escalation triggers

Only 15% of boards currently receive Al-related performance metrics — that must change



SECTION V — WHAT BANK BOARDS SHOULD DO NEXT

Six Governance Actions Every Board Should Take (1 of 2)

McKinsey's research across 75 boards identifies six universal actions, with the degree of pursuit varying by Al posture. The first three
address strategic alignment and governance structure.

Align on Al Posture — and Review It Annually

Without clarity on posture, none of the other actions matter. Boards must first agree on how Al fits into the bank's strategy, then revisit that posture
regularly as the competitive, regulatory, and technological environment shifts. Proactive posture reviews ensure the bank's stance reflects today's
realities — not yesterday's assumptions. This annual review should not replace more frequent Al engagement.

Clarify Ownership of Al Oversight — Board and Management

Oversight fails without clear accountability. Boards must define which topics belong in full-board sessions (e.g., material investments to scale enterprise-
wide Al), which in committees (e.g., risk frameworks and material vendor reviews), and which do not require significant board discussion. Without this
specificity, ambiguity emerges, accountability breaks down, and precious agenda time is wasted.

Codify a Framework for Al Governance Policy

Fewer than 25% of companies have board-approved, structured Al policies. A credible framework must specify: scaling rules (when pilots earn capital to
scale), risk thresholds (where human sign-off is required), vendor and data guardrails (IP protections, third-party audit rights, security, lineage
standards), and escalation triggers (what incidents reach the board and how fast).
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SECTION V — WHAT BANK BOARDS SHOULD DO NEXT

Six Governance Actions Every Board Should Take (2 of 2)

The final three governance actions address engagement quality, value measurement, and board capability. Only 15% of boards currently
receive Al-related performance metrics — an immediate gap to close.

Engage More Broadly — and More Frequently — With Those Doing the Work

It is not enough to engage only with CEOs or CFOs. Directors should regularly interact with chief data and analytics officers, business leaders, and division
heads who are embedding Al into operations. Quarterly pilot maps — covering every Al initiative, its progress, and whether weak pilots are being
defunded — are a strong practice.

Tie Al Investment to Business Value

Boards should encourage management to quantify the opportunities and risks of Al adoption. Effective Al reporting should include: ROI by business unit,
percentage of processes that are Al-enabled, resilience indicators (override rates, backup drill results), workforce reskilling progress, and regulatory
alignment. This reframes Al oversight the way capital allocation and risk reviews are handled.

Build Al Fluency Across the Board

Directors do not need to be data scientists, but they do need sufficient understanding of how Al works and its role in creating opportunities and risks.
Fluency is built through ongoing education, regular briefings, external training, and advisory panels. Directors should become comfortable using Al
personally — for meeting preparation, reviewing public information, and analyzing proprietary information only in ways approved by general counsel.
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