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Aim for Board Diversity with ‘Rooney Rule’

The third stage calls on companies to adopt a policy requiring the consideration of both
women and minorities for every open board seat and CEO appointment—a version of the
National Football League’s (NFLs) “Rooney Rule.” To start the new initiative, letters were
delivered to 56 Standard & Poor’s (S&P) 500 companies that do not currently have a Rooney
Rule policy, regardless of the current diversity of their board or CEO.

The comptroller also noted that he will file shareholder proposals at companies with a lack of
apparent racial diversity at the highest levels. The comptroller serves as investment advisor to,
and custodian and trustee of, the New York City Retirement System (NYCRS), which has more
than $200 billion in assets under management and is a substantial long-term shareowner in
more than 3,000 public companies in the United States. Thus, the comptroller’s launch of this
initiative represents a broad-based activism campaign that seeks to influence the governance

policies of numerous public companies simultaneously.

The comptroller states that “[d]espite the increased focus on diversity by both investors and
companies, the data show that CEO and board representation of women and minorities is
increasing at a slow rate and remains unacceptably low.” He especially notes the lack of hiring
of women and minorities in CEO searches, where in 2018 the proportion of S&P 500 company
CEOs who are women was 5.4 percent and fewer than 1 percent of Fortune 500 CEOs were
black. In support of his initiative—specifically, the implementation of a Rooney Rule—the
comptroller’s office cites the positive impact of the rule on NFL hiring of minority head
coaches and general managers. The office also noted studies by McKinsey and the Harvard

Business Review finding that the odds of hiring a woman were 79 times greater when there
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were at least two women in the finalist pool. The studies found that the odds of hiring a
minority were a staggering 193 times greater when there were at least two minority candidates
in the finalist pool.

Increase Advocacy Efforts for Women, Minorities

The comptroller’s call for a board and CEO Rooney Rule is one of several efforts advocating

for increased female and minority representation in boardrooms, including:

e The State of California’s legislation (SB 826) requiring a public company whose
principal executive offices are in California to have a minimum of: (i) one female on its
board of directors by December 31, 2019; and (ii) two female board members at
companies with five directors or at least three female board members at companies
with six or more directors by December 31, 2021. On July 1, 2019, California issued a
report indicating that over 500 public companies are subject to these requirements.
One hundred eighty-four reported themselves as being in compliance with SB 826.

¢ A global investment management company’s 2019 proxy voting guidelines state that
“[i]n addition to other elements of diversity, we encourage companies to have at least
two women directors on their board.”

¢ Glass Lewis’s 2020 proxy guidelines state that it will consider recommending voting
against the nominating committee chair of a board that has no female members and
has not provided sufficient rationale or disclosed a plan to address the lack of diversity
on the board.
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