
In light of the high levels of disruption and uncertainty companies have faced in 
the first part of 2022—global economic volatility and inflation, the Russia-Ukraine 
war, supply chain disruptions, regulatory developments, and more—we offer the 
following supplemental observations to our On the 2022 board agenda (issued 
in December 2021) as boards and their committees continue to calibrate their 
2022 agendas.

Economic volatility
Greater geopolitical instability and surging inflation 
have been added to the mix of macroeconomic factors 
that corporate leaders must account for when making 
business decisions. While most global GDP forecasts 
continue to point to growth, deceleration is expected 
into next year, with some forecasting a recession. 
Of course, further escalation of the conflict between 
Russia and Ukraine could exacerbate downside 
scenarios. 

Few executives have experience with the economic 
factors at play today. It has been more than 40 years 
since the global economy has experienced inflation 
at current levels—greater than 5 percent in many 
developed countries. Even at full employment in the 
U.S., companies must be cautious about the impact 
that inflation and rising rates will have on pricing, 
contracting, and fulfillment.

In this environment, it is more important than ever 
that boards frame their agendas to help ensure that 
the company is prepared for economic volatility—and 
possibly a severe economic downturn. In Five areas 
of oversight to consider amid economic volatility, 
we identify key areas of board focus in the months 
ahead, including scenario planning; growth, capital 
allocation, and resilience; hedging against commodity, 
currency, and interest rate fluctuations; fair value and 
asset impairments; and environmental, social, and 
governance (ESG) initiatives.

The Russia-Ukraine war
Recognizing that the implications for companies will 
vary by sector and geographic reach, in The Russia-
Ukraine War: Boardroom considerations we highlight 
a number of issues for boards to monitor, including 
the well-being of employees and those affected by the 
war; macroeconomic, trade, and supply chain issues; 
increased cybersecurity risks; the need to reassess 
the company’s global risk profile in light of the war; the 
company’s disclosures regarding the risks posed by the 
war; and considering the company’s public position on 
a range of issues related to the war.

Expectations for companies/CEOs to make public 
statements condemning the Russian government’s 
invasion (as many companies have done) and activist 
demands for divestitures in Russia and/or assistance to 
Ukrainian refugees reinforce the importance of having 
a clear internal process for determining whether to 
take a public position and articulating the company’s 
public positions—on this and other major crises—with 
consistency.
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1 Davis Polk & Wardwell LLP, “SEC proposes climate disclosure regime,” March 22, 2022

Supply chain disruptions
In light of the widespread supply chain disruptions 
caused by COVID-19—exacerbated by the Russia-
Ukraine war, sanctions on Russia, and China’s zero-
COVID policy—many companies are reassessing 
their supply chain strategies, identifying risks and 
vulnerabilities, and designing and implementing plans 
to improve resilience and sustainability.

In Supply chain strains and strategy: A boardroom 
perspective, the KPMG Board Leadership Center 
(BLC) and Eurasia Group offer insights on the range of 
geopolitical risks—and stakeholder demands—shaping 
the global supply chain environment, as well as how 
boards are overseeing the company’s supply risk 
management and sustainability efforts. 

In the near term, the board can help ensure 
that significant projects being undertaken by 
management—to rethink, rework, or restore critical 
supply chains are carried out effectively—for example: 

• updating supply chain risk and vulnerability 
assessments

• diversifying the supplier base

• re-examining supply chain structure and footprint

• reducing dependency on China and developing more 
local and regional supply chains

• deploying technology to improve supply chain visibility 
and risk management

• improving supply chain cybersecurity to reduce the 
risk of data breaches, such as SolarWinds and Kaseya

• developing plans to address future supply chain 
disruptions. 

At the same time, boards will need to sharpen their 
focus on the company’s efforts to manage a broad 
range of ESG risks in its supply chain, which pose 
significant regulatory and compliance risks as well as 
critical reputation risks for the company. 

SEC’s proposed climate 
disclosure rules
In March, the SEC proposed much-anticipated 
rules that would mandate enhanced climate-related 
disclosures by public companies. As discussed in 
SEC on ESG: Proposed climate reporting rules, the 
proposed rules would require detailed disclosures 
in a number of areas, including the oversight 
and governance of climate risk by the board and 
management; the impacts of climate-related risks 
on the business, financials, strategy, business model 
and outlook over the short, medium and long term; 
processes for identifying, assessing, and managing 
climate-related risks; historical greenhouse gas 
(GHG) emissions data (Scopes 1 and 2, and in many 
cases, Scope 3), with third-party assurance for certain 
companies; climate-related targets and goals, if set; 
and line-item-level financial statement disclosure on 
the financial impacts of physical and transition risks.

The proposed disclosures would phase in. As 
proposed, required assurance would phase in 
separately. Assuming the proposal is adopted in 2022, 
large accelerated filers would not be subject to the 
rules until filings made in 2024 that include 2023 
financial statements.

The proposed rule is open for public comment, and 
any final rule may differ substantially from the SEC’s 
proposal. If adopted, the proposal would represent 
the most far-reaching public company disclosure and 
governance mandate to be introduced in decades.1

Given the scope of the undertaking—as we highlight 
in Proposed SEC rules on climate-related disclosures: 
Board takeaways—boards should encourage their 
management teams to prepare now, by assessing 
and overseeing management’s path to compliance, 
and stepping up oversight of the company’s current 
climate-related communications strategy. Importantly, 
set the tone and start early. 
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Committee oversight 
responsibilities for emerging risks
Given the increasing number and complexity of risks 
companies face today, many boards are delegating 
specific risk oversight duties to standing committees 
for a more intensive review of issues and risks than the 
full board can undertake. Depending on the company 
size and industry, we see boards delegating to various 
standing committees responsibility to support the 
board’s oversight of a range of enterprise risks, 
including mission-critical risks, as well as climate, ESG, 
human capital management (HCM), cybersecurity and 
data governance, legal and regulatory compliance, 
supply chain, M&A, and more.

Boards may need to reassess whether their delegation 
of risk oversight responsibilities to each standing 
committee is clear, properly aligned, and coordinated 
across committees—particularly when there is overlap. 
For example, the nominating and governance (or 
sustainability committee), compensation, and audit 
committees likely have responsibilities for the oversight 
of ESG issues. Cybersecurity oversight may reside in 
a technology committee (or other committee), but the 
audit committee likely has oversight responsibility for 
some aspects of cybersecurity and data governance—
such as controls, disclosures, and regulatory 
compliance. HCM issues—from ethics and compliance 
to talent development and performance incentives—
may also touch different committee agendas.

As we discuss in Clarifying committee oversight 
responsibilities for evolving enterprise risks, the 
challenge for the board is to clearly define the risk 
oversight responsibilities of each committee, with the 
goal of ensuring that management has implemented 
an appropriate system to manage these risks, i.e., to 
identify, assess, mitigate, monitor, and communicate 
about these risks, and update as the company’s risk 
profile changes.

A particular area of focus should be the clarification 
of overlapping risk oversight responsibilities of each 
standing committee. For a particular category of risk, 
clarify the audit committee’s versus other standing 
committee’s oversight responsibility for:

• Periodic risk inventories and assessments for the 
category of risk

• The quality of risk information, data, communication 
and reporting (internal and external), including the 
quality of data and information included in the 
company’s voluntary sustainability reports

• Monitoring enterprise risk management performance

• Internal and external assurances regarding risk 
assessments and controls

• Monitoring internal controls to mitigate the risk and 
respond if a risk event occurs (The audit committee’s 
responsibility to oversee internal control over financial 
reporting is clear; however, there may be a need for 
more clarity regarding the role of the audit committee 
and standing committees in overseeing the broader 
internal control environment.)

Speaking out on polarizing issues
When should a CEO speak out on controversial 
issues, if at all? And what role should the board play 
in establishing parameters for the CEO as the voice 
of the company? These are pivotal questions as 
employees, customers, and investors sharpen their 
scrutiny of a company’s public positions—or silence—
on high-profile issues, from climate change to equity 
and inclusion.

The March 2022 KPMG BLC webcast—CEOs (not) 
speaking out—considered the forces driving CEO 
speech, factors influencing which issues a company 
will (or won’t) take a stand on, and the board’s 
role in the process, as well as the pivotal issue of 
accountability and follow-through. Do the company’s 
actions align with its public statements? Among the 
observations shared by the webcast speakers: 

 “Consumers are expecting companies to take 
  positions and fulfill the values that they’re looking  
 for … This is about global stakeholders trusting   
 business more than they trust government, more than  
 they trust media, even more than they trust non-profit  
 organizations.”

 “The simplest way to make the decision [on speech]  
 is to be purpose-driven and values-led.”

 Companies that are mindful of being good corporate  
 citizens “are going to reduce their target zone” for  
 potential criticism. “Before you speak out, make sure  
 that you actually walk the walk.”

Ultimately, speaking out or staying silent is a decision 
each company and its leadership need to make in the 
context of the business and its stakeholders. Is the 
issue relevant to the company and its strategy? Is there 
alignment with the company’s culture and values and 
purpose? How will it resonate with stakeholders? And 
what are the implications of staying silent?
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The new employer/employee 
dynamic
Our 2022 Spring Directors Roundtable—What workers 
want—will explore the tectonic shift in the employee/
employer dynamic and the implications for board 
oversight.

Understanding the employee/employer “reset” that’s 
well underway—accelerated by the pandemic and 
America’s racial reckoning, and evident in the Great 
Resignation—is one of the top challenges facing 
companies today. We’ll look at the factors driving 
employees’ needs and expectations—from personal 
well-being and work-life balance to alignment with 
the company’s purpose—and key questions facing 
business leaders and boards, including:

• Is the new employee mindset here to stay?

• Why and how should boards deepen their 
understanding of the employee experience? 

• What are the challenges and opportunities posed by 
employee activism?

• How is the new dynamic impacting corporate 
recruiting and talent retention strategies?

For more on board oversight of human capital 
management, also see The long-term value of workforce 
well-being, and The board’s role in culture and employee 
engagement.

Sustained focus on ESG: 2022 
proxy season
Shareholder proposals focused on ESG are growing 
in prevalence, including proposals related to climate 
and political contribution and lobbying disclosures. 
According to ISS Corporate Solutions data published 
on May 12, the number of shareholder proposals 
on greenhouse gas (GHG) emissions submitted 
quadrupled to 80, up from 20 last year, and the number 
put to a vote grew to 41, up from 6 in 2021. In addition, 
the number of proposals withdrawn is up nearly 
three-fold over 2021, suggesting that engagement 
is resulting in compromise that would implement 
some or portions of proponent requests related to 
GHG emissions. The number of political contribution 
disclosure proposals filed this year is the highest it has 
been since 2014, while political lobbying disclosure 
shareholder proposals set a new high-water mark 
this year of 42 on ballots so far.2 Hear more about the 
results of the 2022 proxy season during our June 23 
webcast.
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