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This advisory is published by Alston & Bird LLP to provide a summary of significant developments to our clients and friends.  It is intended 
to be informational and does not constitute legal advice regarding any specific situation. This material may also be considered attorney 
advertising under court rules of certain jurisdictions.
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SEC Approves Nasdaq Board Diversity Rule 

On August 6, 2021, the SEC approved Nasdaq’s Board Diversity Rule, which is designed to provide stakeholders with 
insight into a company’s current board composition and encourage board diversity for companies.

Board Diversity Objectives
Under the new rule, each Nasdaq-listed company, subject to certain exceptions, must publicly disclose information 
on the self-identified gender and racial characteristics and LGBTQ+ status of the company’s board of directors. All 
companies listed on Nasdaq’s U.S. exchange will need to use the Board Diversity Matrix found here, or a format 
substantially similar, to annually disclose such data. Each company must also have, or explain why it does not have, 
at least two members of its board of directors who are diverse, meaning at least one director who self-identifies as 
female and at least one director who self-identifies as an underrepresented minority or LGBTQ+. 

Exceptions
Smaller reporting companies and foreign issuers can meet the diversity objective by including two female directors, 
and companies with five or fewer directors can meet the diversity objective by including one diverse director. Special 
purpose acquisition companies (SPACs) are not required to provide such disclosure information or to have, or disclose 
that they do not have, any minimum number of diverse directors until a business combination has occurred. 

Transition Periods
The transition period for Nasdaq-listed companies to meet the new diversity objectives or explain their reasons for 
not doing so is as follows:

• Companies have until the later of August 8, 2022 or the date the company files its proxy or information 
statement for the company’s annual shareholder meeting during 2022 to disclose board-level diversity data.

• Nasdaq Global Select Market and Nasdaq Global Market companies are required to have, or explain why 
they do not have, one diverse director by August 7, 2023 and two diverse directors by August 6, 2025. 

• Nasdaq Capital Market companies are required to have, or explain why they do not have, one diverse 
director by August 7, 2023 and two diverse directors by August 6, 2026.
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• Regardless of listing tier, companies with boards of five or fewer directors are required to have, or explain 
why they do not have, one diverse director by August 7, 2023.

Failure to Meet Diversity Objectives
While the new rule requires companies to disclose gender and racial characteristics and LGBTQ+ status of the company’s 
board of directors annually, the rule does not mandate diverse composition of the board. A company will not be subject 
to delisting if it chooses to explain why it does not meet the new diversity objectives; however, it must provide an 
explanation in its proxy statement, in the information statement for its annual shareholder meeting, or on its website. 
Nasdaq will simply verify that the company has provided an explanation, but no further action will be taken.

Board Recruiting Services
In connection with the new rule, Nasdaq has partnered with Equilar, Athena Alliance, and the Boardlist to provide 
listed companies that do not have at least one director who self-identifies as female and at least one director who 
self-identifies as either an underrepresented minority or person of LGBTQ+ status with one year of access to board 
recruiting services. This will provide interested companies with access to a network of diverse candidates for companies 
to evaluate and help them meet the new diversity objectives if they so decide.

Board Diversity Disclosure Matrix 
All Nasdaq-listed companies, except those that are exempt under Nasdaq Listing Rule 5605(f )(4), are required to 
disclose board-level diversity statistics using the format below or a format substantially similar.

http://www.alston.com
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You can subscribe to future Securities advisories and other Alston & Bird publications by completing our publications subscription form.

If you would like more information, please feel free to contact one of the attorneys in our Securities Group.
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