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The SBA’s corporate governance activities 

are focused on enhancing share value 

and ensuring that public companies 

are accountable to their shareowners 

with independent boards of directors, 

transparent disclosures, accurate financial 

reporting, and ethical business practices 

designed to protect the SBA’s investments. 

Under Florida law, the SBA manages the 

funds under its care according to fiduciary 

standards similar to those of other public 

and private pension and retirement plans. 

The SBA must act in the best interests 

of the fund beneficiaries. This standard 

encompasses all activities of the SBA, 

including the voting of all proxies held in 

funds under SBA management.
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T he annual corporate governance 

summary explains how the State 

Board of Administration (SBA) makes 

proxy voting decisions, describes the 

process and policies used to analyze corporate governance 

practices, and details significant market issues affecting 

global corporate governance practices at owned companies.

As part of the SBA’s mission to invest, manage and safeguard 

the assets of its various mandates, the SBA plays a vital role 

in supporting initiatives to ensure that public companies 

meet high standards of independent and ethical corporate 

governance. 

The SBA acts as a strong advocate and fiduciary for Florida 

Retirement System (FRS) members and beneficiaries, retirees, 

and other non-pension clients to strengthen shareowner 

rights and promote leading corporate governance practices 

at U.S. and international companies in which the SBA holds 

stock.  
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This SBA report is designed to provide transparency of investment management activities involving 
responsible investment practices, proxy voting conduct, and engagement with owned companies. 

The report broadly conforms to the main principles for external responsibilities endorsed by the 
International Corporate Governance Network’s (ICGN) Global Stewardship Principles, most recently 

updated in June 2016. The ICGN Global Stewardship Principles provide a framework to implement 
stewardship practices in fulfilling an investor’s fiduciary obligations to beneficiaries or clients. The 

SBA is a member of the ICGN with staff serving on its Board of Governors.

The SBA would like to acknowledge and thank the following individuals for 
their contributions and assistance in developing this year’s annual governance 

summary: the entire staff of the Council of Institutional Investors; Corina Florea, 
Institutional Shareholder Services (ISS); Sarah Wilson, Manifest Information 

Services; Robert McCormick, Glass, Lewis & Co.; Daniel Marques, Cainaan Lacy, and 
Shawn Dupont, FactSet Research Systems; Nick Dawson and Seth Duppstadt, Proxy 

Insight; and Doug Cogan and Greg Ruel, MSCI ESG Research. 

48
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informed
global votingINTerNATIONALLY 

recOGNIZeD    
BeST PrAcTIceS

Proxy Voting

The SBA takes steps on behalf of its participants, beneficiaries, retirees, and other clients to 

strengthen shareowner rights and promote leading corporate governance practices among its equity 

investments in both U.S. and international capital markets. The SBA uses clear and consistent policies 

to guide its voting decisions on all issues. Our Corporate Governance & Proxy Voting Guidelines are 

reviewed continually, approved by SBA Trustees annually, and publicly disclosed for all beneficiaries, 

clients, and interested parties.  

The proxy vote is a fundamental right tied to owning stock and an integral part of managing assets in 

the best interests of fund clients and beneficiaries. Pursuant to Florida law and in step with guidance 

from the U.S. Department of Labor, the SBA’s fiduciary responsibility requires proxies to be voted in 

the best interest of fund participants and beneficiaries. The SBA casts votes for portfolio holdings 

managed within both the defined benefit and defined contribution plans of the Florida Retirement 

System (FRS), as well as other non-pension trust funds. For omnibus accounts, including open-end 

mutual funds utilized within the FRS Investment Plan, the SBA votes proxies on all shares for funds 

that conduct annual shareowner meetings.

The SBA utilizes governance research from several proxy advisory firms in conjunction with its own in-

house proxy voting guidelines to make voting decisions. During the 2016 fiscal year, the SBA retained 

several leading proxy advisory and governance research firms: EIRIS, Equilar, Inc., Glass, Lewis & 

Co. (“GLC”), FactSet Research, Hermes Equity Ownership Services (EOS), Institutional Shareholder 

Services (“ISS”), IWFinancial, MSCI ESG Research, and Sustainalytics. The SBA uses the research 

of these firms to help analyze individual voting items and monitor boards of directors, executive 

compensation levels, and other significant corporate governance practices at owned companies. 

For more information on the current roster of research providers that the SBA uses, as well as other 

information, please see the corporate governance section of the SBA website. 

In late June 2016, SBA staff successfully moved onto GLC’s “ViewPoint” proxy voting platform and 

discontinued use of the ISS “ProxyExchange” voting system. The change in voting platforms was the 

result of an exhaustive Intent-to-Negotiate (ITN) service evaluation that was conducted in the first 

half of 2016. In addition to using the ViewPoint system to execute proxy votes, the SBA subscribes 

to specific research and analysis of proxy issues and meeting agendas on all publicly-traded equity 

securities from both ISS and GLC.

The SBA encourages companies to 
adopt internationally recognized 
governance best practices including 
independent boards, transparent 
board procedures, executive 
compensation tied to corporate 
performance, accurate accounting 
and audit practices, and policies 
covering issues such as succession 
planning and meaningful shareowner 
participation. 

The SBA also expects companies to 
implement rigorous stock ownership 
and retention guidelines and to 
design appropriate incentive plans 
with disclosures that clearly articulate 
board decisions surrounding 
executive compensation.
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significant
Voting
ITemS

Particular attention 
is paid to decisions 
related to director 

elections, proxy 
contests, executive 

compensation 
structures, 

corporate anti-
takeover measures, 

and proposed 
mergers or other 

material corporate 
restructuring.

The SBA cast votes at over 10,300 public companies, voting 

more than 97,000 individual ballot items during the 2016 

proxy season. The SBA actively engages portfolio companies 

throughout the year, addressing corporate governance 

concerns and seeking opportunities to improve alignment 

with the interests of our beneficiaries. Highlights from the 

2016 proxy season included the continued record adoption of 

proxy access by U.S. companies, record high votes of dissent 

on pay packages for executives in the United Kingdom, 

and strong improvements in the level of independence 

among Japanese boards of directors. While SBA’s voting 

principles and guidelines are not pre-disposed to agree 

or disagree with management recommendations, some 

management positions may not be in the best interest of all 

shareowners. On behalf of participants and beneficiaries, the 

SBA emphasizes the fiduciary responsibility to analyze and 

evaluate all management recommendations very closely. 

throughout the 2016 fiscal 
year, the SbA’s corporate 
governance & proxy voting 
oversight group (“proxy 
committee”) continued to 
meet and discuss corporate 
governance issues 
including the volume and 
trends for recent proxy 
votes, significant corporate 
votes, governance 
investment factors, major 
regulatory developments 
and individual company 
research related to a 
variety of legal divestment 
requirements imposed by 
State law. 

the SbA proxy committee, 
created in 2010, is a 
subset of the SbA’s Senior 
investment group (Sig) and 
is charged with overseeing 
corporate governance and 
proxy voting activities. 

for further discussion of 
compliance with florida 
Statutes, please see the 
‘compliance with florida 
law’ section of this year’s 
report. 

HISTORICAL SBA PROxy VOTING
ALIGNMENT WITH MANAGEMENT RECOMMENDATIONS

2010

79%

21%

82%81%

19%

80%

20% 18%

2011 2012 2013

81%

19%

2014

77%

23%

2015

WItH
MGMt

78%

2016

22%

MAJORITy SUPPORT 
FOR INVESTOR PROPOSALS

year # of Majority-Supported 
Shareowner Proposals

# of Proposals
Implemented

2012 114 84

2013 93 54

2014 78 23

2015 107 76

2016 87 10
             Source: Council of Institutional Investors (CII), as of August 29, 

2016, based on data from ISS Voting Analytics database.



According to Proxy Insight, board members continued to receive very high levels of 
support during 2016, with directors garnering average support of 98 percent among 
firms in the S&P 500 (U.S.), 96 percent at those in the Nikkei 225 (Japan), and 99 
percent at companies within the FTSE 250 (U.K.) stock index. 
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I n  uncontested director elections among all companies in the United 
States that are part of the Russell 3000 stock index, over 16,000 
nominees received 96.1 percent average support from investors. 
This year’s figure was within two tenths of one percent from 2015’s 

statistic. Only 46 director nominees, or less than 0.3 percent, failed to 
receive a majority level of support from investors. Only two directors at 
large-capitalization companies within the Standard & Poor’s (S&P) 500 
stock index failed to receive a majority level of support.

Board elections represent one of the most critical areas in voting because 
shareowners rely on the board to monitor management. The SBA 
supported 78.5 percent of individual nominees for boards of directors, 
voting against the remaining portion of directors due to concerns about 
candidate independence, qualifications, attendance, or overall board 
performance. The SBA’s policy is to withhold support from directors who 
fail to observe good corporate governance practices or demonstrate a 
disregard for the interests of investors. 

Another governance researcher, MSCI ESG Research, noted that over the 
last three years 86 percent of all US directors on boards who failed to 
achieve a majority vote in favor of their election did not step down from 
the board. MSCI ESG Research found that companies with such directors 
were less independent (73 percent lacked independent chairs), more likely 
to experience related party transactions (63 percent of the companies), 
and experienced lower director turnover (less than 14 percent of unelected 
directors resigned). 

DiREctoR
 elections

There’s passive [investment] strategies and 
there’s passive investors. And these are two 
different things…

John Bogle
Founder,  The Vanguard Group

NUMBER OF U.S. COMPANIES WITH CLASSIFIED BOARDS DECLINING
STAGGERED DIRECTOR TERMS LESS COMMON

source: factset research, sharkrepellent database, as of november 2016. 
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NUMBER OF PROxy CONTESTS IN U.S. MARKETS RISING MODESTLy
DECLINE IN WIN RATE CAUSED By INCREASE IN NUMBER OF SETTLEMENTS

number of Proxy contests (all Voted/Settled/Withdrawn)
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source: factset research, sharkrepellent database, as of november 2016. 
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DEVELOPED
MARKETS

EMERGING
MARKETS

FRONTIER
MARKETS

OTHER
MARKETS

78% 74% 94% 66%
SBA % OF SHAREOWNER RESOLUTIONS VOTED WITH MANAGEMENT

MAJORITy VOTING IN 
U.S. EqUITy MARKETS

year % Support for 
Majority Voting 

% of Companies in Rus-
sell 3000 with Majority 

2010 56.2 22.0

2011 59.0 29.7

2012 62.1 32.9

2013 58.6 35.9

2014 58.1 38.9

2015 64.4 40.6

2016 70.1 43.3

Source: Council of Institutional Investors (CII); 
Institutional Shareholder Services (ISS) Governance 
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Over the last several 
years, as the level 
of investment in 
companies by activist 
investors has increased 
significantly, the executive 
compensation practices 
of target firms have also 
changed dramatically. 
Activist investors have 
demonstrated both a 
willingness to influence 
compensation design and 
an effective track record 
amending the structure 
of pay plans at portfolio 
companies. 

In order to analyze 
changes to compensation 
programs that may 
have been pursued by 
the activist investor, 
consulting firm 
Compensation Advisory 
Partners studied the 
proxy statements the year 
after an activist investor 
was elected to the board 
of directors. The study 
found companies that 
added activists to their 
boards since 2013 had 
experienced the most 
frequent amendments to 
their pay plans, typically 
involving improvements 
to both annual and 
long-term incentive 
plans (LTIPs). Activist 
investors have focused on 
changing the incentives 
for management teams, 
aimed at improving the 

linkage between pay levels and 
corporate financial performance. The 
study noted, “the activist investor 
wants to reward the management 
team for driving rapid strategic 
improvement as well as reducing and 
controlling costs.” Therefore, activist 
investors have generally preferred 
bottom-line, quantitative metrics 
that are believed to have a positive 
influence on total stockholder return. 
The study also found that companies 
have shifted the mixture of LTIP 
performance objectives, favoring 
capital return metrics (such as return 
on invested capital, or ‘ROIC’) and 
also reducing time-based awards of 
restricted stock.

In its first half 2016 
report, the shareowner 
activism research firm 
Activist Insight (AI) 
reported that 30 board 
seats were gained by 
activist investment 
funds at U.S. companies 
following resolved proxy 
contests. 

AI found a 17 percent 
increase year-over-
year in the number of 
companies publicly 
subjected to activist 
demands, and a 35 
percent increase in the 
number of companies 
publicly targeted by 
activist short-sellers. 

On a global basis, the 
Financial and Services 
sectors as well as 
small capitalization 
firms (i.e., those with 
between $250 million 
and $2 billion in market 
value) have received the 
highest level of interest 
among activists through 
the first half of the year. 

activists Funds Increasingly 
target larger companies, But...

A separate review of activist investments by FactSet Research identified a 
trend toward larger companies being targeted. The review found that activist 

campaigns against large and mega-size companies increased from 2.6 percent 
of total activist campaigns in 2009 to 8 percent in 2015, with an average market 
cap of the target firm in 2015 of $4.7 billion (up from $2.7 billion in 2012). Mega 
and large-size companies are those with greater than $50 billion and $10 billion 

in market capitalization, respectively. Researchers also found that 15 out of 
a total of 30 activist campaigns against such companies in 2015 resulted in 

activists gaining at least one board seat (electing one director). Lastly, the review 
found that 53 percent of large-capitalization and mega-capitalization targets 
experienced increased stock performance, with over one-third of companies 

gaining more than ten percent in the year leading up to the campaign. However, 
the proportion of smaller capitalization firms has grown faster year-over-year 

since 2013. Worldwide, the tiniest firms within the small company segment, 
dubbed “micro-cap” and “nano-cap,” have made up the single largest cohort 

among all targeted firms since 2010.

ACtivists GAininG More 
BoArd seAts

Majority voting procedures 
in the election of boards of 

directors achieved resounding 
support during 2016, with U.S. 

company adoption increasing to 
over 43 percent for all firms.

Directors that don’t receive a 
MAjority level of investor support are 

linked to iMpAired shareowner value
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Country
(Market)

Global Equity 
Portfolio Ending 
Market Value ($)

Percentage of 
All Meetings 

Voted

Total Number 
of Meetings 

Voted

Total Number 
of Resolutions 

Voted

% of Meetings With One or More 
Votes Against Management 

Recommendations

Liechtenstein  not available 0.02% 2 15 50.0%

Luxembourg  $36,735 0.32% 33 269 69.7%

Malaysia  $166,803,141 1.86% 190 1432 61.1%

Malta  not available 0.06% 6 48 66.7%

Marshall Isl  not available 0.16% 16 67 87.5%

Mauritius  $13,241,110 0.02% 2 19 100.0%

Mexico  $425,292,206 1.10% 112 777 77.7%

Morocco  $5,795,040 0.00% 0 0 0.0%

Netherlands  $818,240,333 0.90% 92 957 41.3%

New Zealand  $81,072,506 0.30% 31 136 25.8%

Nigeria  $37,183,166 0.13% 13 108 92.3%

Norway  $222,425,400 0.00% 0 0 0.0%

Oman  $15,068,169 0.02% 2 11 50.0%

Pakistan  $32,780,240 0.13% 13 63 61.5%

Panama  $15,451,505 0.03% 3 36 33.3%

Papua New Guinea  not available 0.01% 1 8 0.0%

Peru  $83,346,198 0.02% 2 9 100.0%

Philippines  $165,133,641 0.45% 46 712 97.8%

Poland  $80,915,391 0.58% 59 934 59.3%

Portugal  $67,431,653 0.19% 19 126 42.1%

Romania  $12,798,238 0.10% 10 83 70.0%

Russia  $196,377,943 0.26% 27 315 18.5%

Singapore  $443,592,255 1.76% 179 1320 73.2%

South Africa  $516,247,560 1.22% 124 1955 73.4%

South Korea  $1,154,028,582 3.50% 357 1799 86.3%

Spain  $716,807,117 0.78% 80 1126 78.8%

Sri Lanka  $16,732,758 0.05% 5 27 80.0%

Sweden  $720,256,559 1.05% 107 2159 86.0%

Switzerland  $2,205,527,932 1.17% 119 2519 98.3%

Taiwan  $951,338,615 4.06% 414 3490 42.5%

Thailand  $252,479,480 0.76% 77 796 93.5%

Turkey  $213,651,755 0.60% 61 644 95.1%

U.A.E.  $73,926,330 0.09% 9 99 88.9%

United Kingdom  $5,154,364,224 4.01% 409 6230 80.4%

USA  $41,990,050,009 28.58% 2,913 24635 79.4%

Virgin Isl (UK)  not available 0.07% 7 40 85.7%

Virgin Isl (US)  not available 0.01% 1 9 100.0%

Zimbabwe  $3,961,404 0.06% 6 33 66.7%

Country
(Market)

Global Equity 
Portfolio Ending 
Market Value ($)

Percentage of 
All Meetings 

Voted

Total Number 
of Meetings 

Voted

Total Number 
of Resolutions 

Voted

% of Meetings With One or More 
Votes Against Management 

Recommendations

Argentina  $46,021,642 0.04% 4 66 75.0%

Australia  $1,274,170,944 2.51% 256 1297 48.0%

Austria  $57,032,880 0.23% 23 177 43.5%

Bahamas  not available 0.02% 2 20 50.0%

Bangladesh  $9,020,543 0.04% 4 21 75.0%

Belgium  $279,717,856 0.67% 68 692 82.4%

Bermuda  $13,238,521 2.59% 264 2170 80.3%

Botswana  not available 0.01% 1 8 0.0%

Brazil  $639,701,146 2.40% 245 938 47.8%

Canada  $1,811,375,139 3.12% 318 3388 78.6%

Cayman Islands  not available 3.37% 344 2774 77.6%

Chile  $75,153,149 0.41% 42 357 85.7%

China  $1,507,780,644 2.50% 255 2482 48.2%

Colombia  $18,636,835 0.12% 12 94 83.3%

Croatia  $2,159,465 0.02% 2 18 50.0%

Curacao  not available 0.04% 4 37 100.0%

Cyprus  not available 0.05% 5 36 20.0%

Czech Republic  $4,416,294 0.03% 3 30 100.0%

Denmark  $472,285,061 0.44% 45 653 68.9%

Egypt  $39,904,532 0.02% 2 15 50.0%

Faroe Islands  not available 0.00% 0 0 0.0%

Finland  $303,560,590 0.52% 53 712 81.1%

France  $2,243,026,268 1.83% 187 3498 92.5%

Gabon  not available 0.01% 1 9 100.0%

Georgia  not available 0.01% 1 3 0.0%

Germany  $2,154,209,257 1.49% 152 1504 49.3%

Ghana  $2,759,188 0.01% 1 8 100.0%

Greece  $4,735,828 0.18% 18 110 77.8%

Guernsey  not available 0.02% 2 21 100.0%

Hong Kong  $1,104,947,114 1.58% 161 1333 80.7%

Hungary  $41,993,819 0.04% 4 93 75.0%

India  $1,038,485,399 4.60% 469 2503 61.8%

Indonesia  $185,444,322 1.42% 145 623 85.5%

Ireland  $232,965,522 0.57% 58 815 75.9%

Isle of Man  not available 0.11% 11 78 45.5%

Israel  $169,371,418 1.11% 113 945 55.8%

Italy  $567,675,363 1.01% 103 638 75.7%

Japan  $5,258,251,748 12.27% 1,251 14656 83.8%

Jersey  not available 0.13% 13 145 61.5%

Kazakhstan  $8,008,162 0.01% 1 16 100.0%

Kenya  $28,333,517 0.02% 2 14 50.0%

Kuwait  $8,849,650 0.00% 0 0 0.0%

Liberia  not available 0.01% 1 16 100.0%

Global Voting Summary - Trailing Twelve Months Ending June 30, 2016
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GLOBAL REGULATORY

& MARKET
DEVELOPMENTS

Consideration to engage in public policy discussions is based on 

the relevance of the topic and scope of influence on shareowner 

value. Over the last fiscal year, the SBA weighed in frequently 

on global issues related to investor rights, proposed regulatory 

changes, and individual company policy. Other efforts are 

directed by the statutory requirements of the State of Florida.

Australia—at the beginning of 2015, the SBA joined a global 

coalition of investors led by TIAA and the Australian Council of 

Superannuation (ACSI) aimed at reforming the process of voting 

by a “show of hands” in the Australian capital markets. Show 

of hands voting is an antiquated method of voting that gives 

each shareowner at the meeting one vote, irrespective of the 

the sBa engages, as appropriate, in the development of relevant 
public policy and best practices in order to advance beneficiary 

and client interests. the sBa has developed corporate governance 
principles based on empirical research and established best 

practices. these policies are constantly evolving to reflect the 
most relevant content and appropriate framework. 

number of shares they own. While permitted 

under Australian law, it commonly leads 

to unequal treatment of shareowners. 

Inequities in this voting method are born 

primarily by large institutional investors 

which attempt to cast votes by proxy 

(a.k.a., “poll voting”) in advance of the 

meeting. After an extensive engagement 

effort, including written communication 

with some of the largest companies in the 

ASx100 and ASx200 stock indices, many 

firms have improved their governance 

practices over the past 12 months—with 90 

percent of ASx 100 constituent companies, 

and approximately 75 percent of firms in the 

ASx200 now using poll voting for all ballot 

resolutions.

France—in early 2016, the National 

Assembly approved a new transparency, 

anticorruption and economic modernization 

bill, dubbed “Sapin II” after Finance Minister 

Michel Sapin. The new law will require 

legally binding say-on-pay votes at listed 

French companies in 2017 and applied to 

all companies listed on Euronext. Under 

the new law, shareowners will pre-approve 

or reject compensation plans including 

stock options and deferred salaries for both 

senior executives and all board directors. 

The new law is a direct result of problems at 

government-owned firms including Renault 

and PSA Peugeot Citroën during the last 

couple of years. Existing regulations in the 

French code of corporate governance, the 

AFEP-MEDEF, already includes a ‘comply-or-

explain’ best practice for French companies 

to adhere to say-on-pay votes. The level of 

political distrust concerning pay practices 

was noted by proxy advisor Glass, Lewis & 

Co., which stated, “This scepticism was so 

strong that the [legislative] chamber nearly 

took the unprecedented and somewhat 

extreme step of setting an upper quantum 

limit to executive remuneration, with the 

proposal rejected by a single vote.”

Prime Minister Francois Hollande 

announced that securities regulators may 

pursue a change to shareowner votes on 

executive compensation, aimed at making 

such votes binding if guidance from the 

corporate governance council of business 

groups (Afep/MEDEF) isn’t adhered to 

by publicly-traded firms. The council 

reportedly evaluated the compensation 

CEO Carlos Ghosn of Renault, after a 54 

percent no vote in April and board refusal 

to make any amendments. The Renault 

compensation vote was the first rejection 

since Afep/MEDEF adopted say-on-pay 

vote requirements as part of the 2013 

corporate governance code. In 2015, the 

French government bought $1.4 billion 

worth of stock in order to block Renault 

from opting out of the voting law. Nissan, 

the owner of approximately 15 percent 

of Renault, opposed the move but could 

not make any counter vote because the 

shares it owns did not have voting rights. 

Although some investors view a binding 

vote on executive compensation as more 

effective, others believe it can be too 

blunt of an approach that can even have 

counter-intuitive impacts. Investors who 

know their proxy vote has direct connection 

to pay practices may actually be more 

reluctant to exercise such action than when 

a vote is merely advisory. In many global 

equity markets a non-binding, advisory 

approach on compensation has been 

used to signal investor preferences on pay 

design and serve as a catalyst for beneficial 

engagement on the topic. 

Germany—In April 2016, the SBA co-signed 

a joint investor letter coordinated by APG 

to the Bundestag. The global investor 

group’s letter addressed concerns about 

the proposal to change the German Stock 

Corporation Act (Aktiengesetz, AktG) 

that would eliminate the independence 

requirement in Para. 100 (5) AktG covering 

the constituency of supervisory boards. 



If restated 
financial 

statements 
reveal that 

the executive 
was falsely 
rewarded, 
then he or 

she should be 
forced to repay 

any unjust 
compensation 

received. 
SBA Comment Letter to SEC on 

Clawbacks for Executive Compensation
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Currently under German law, companies 

must have at least one independent 

member of the supervisory board with 

expert knowledge in the fields of accounting 

or annual auditing. Local investors in 

Germany view this as a step backwards and 

that would potentially weaken the quality of 

supervisory boards.

Hong Kong—on October 5, 2015, the Listing 

Committee of the Stock Exchange of Hong 

Kong, a wholly owned subsidiary of Hong 

Kong Exchanges and Clearing (HKEx), 

announced it would suspend pursuit 

of its draft proposal to allow weighted 

voting rights (a.k.a., dual class shares). 

The HKEx dropped the proposed change 

after considering the negative views of the 

Securities and Futures Commission (SFC), 

Hong Kong’s primary financial regulator. 

Over the last two years, investors and 

regulators in Hong Kong have debated the 

need to allow an exemption for listed firms 

to utilize share classes with differential 

voting rights. The issue arose in 2013 as 

part of Hong Kong and U.S. exchanges 

competing for the IPO for Alibaba Group. 

Alibaba Group sought an exemption from 

the Hong Kong listing rules which would 

have allowed it to retain a share structure 

giving its founder Jack Ma and management 

team control over the company even though 

they held fewer shares than the investing 

public. In late 2014, Alibaba took its listing to 

the NySE in a record $25 billion transaction 

to go public. 

Japan - on January 20, 2016, the Tokyo 

Stock Exchange (TSE) released a report 

covering how 2,487 listed companies have 

responded to the Corporate Governance 

Code since it came into effect on June 1, 

2015. The TSE analysis included the reports 

from the 1,858 companies listed on the 

TSE’s first and second sections. The top 12 

percent of complying firms conformed to 

all 73 principles, while two-thirds of firms 

complied with 90 percent or more of the 

principles. The list of reporting categories 

with the highest non-compliance rates 

included: 1) Board evaluation and related 

disclosures (64 percent); 2) Electronic voting 

and English AGM notices (56 percent); and 

3) Two or more independent directors (43 

percent).

On January 29, 2016, the Government 

Pension Investment Fund (GPIF), the world’s 

largest retirement plan, published a report 

covering its stewardship activities in 2015. 

The two main initiatives were becoming a 

signatory to the United Nations Principles 

for Responsible Investment (UNPRI) in 

September 2015 and establishing its own 

set of “Investment Principles.” The GPIF 

pledged that it “shall enhance medium- to 

long-term investment returns” through 

“various activities to fulfill stewardship 

responsibilities.” The Fund has also urged its 

external asset managers to undertake more 

active engagement with investee companies 

through prudent exercise of voting rights 

and constructive dialogue. The report 

noted that all twenty of its external asset 

managers of GPIF-held domestic equities 

were interviewed on their stewardship 

activities. 

In July 2016, the Tokyo Stock Exchange (TSE) 

published an update to its prior report on 

the appointment of independent directors 

at TSE-listed Japanese companies. As of 

July 2016, the TSE report indicated that: 

1) 79.7 percent of the 1st Section (largest 

market cap) firms appointed two or more 

independent directors, an increase of over 

31 percent from the prior year; and 2) 97.1 

percent of the 1st Section firms appointed 

independent directors, an increase of over 

10 percent from the prior year. A key driver 

of the significant increase in the level of 

independent directors is the policy change 

by Institutional Shareholder Services (ISS) 

to recommend for its clients to vote against 

the top executive(s) if the board will not 

include at least two outside directors on its 

board. Although many foreign investors had 

already developed similar policies, the ISS 

policy amendment caused many domestic 

institutional investors to change their 

internal proxy voting guidelines this year. 

Another driver of governance reforms has 

been the further implementation of Japan’s 

Corporate Governance Code. Despite these 

governance improvements, Japanese 

firms continue to struggle in their efforts to 

improve corporate performance, specifically 

their return-on-equity (ROE) figures. 

On July 28, 2016, the Government Pension 

Investment Fund (GPIF) established two 

new global investor working groups: 1) a 

Business and Asset Owner’s Forum; and 

2) a Global Asset Owner’s Forum. The SBA 

was appointed as a new member of the 

Asset Owner’s Forum and will share its 

experience and policies with staff of the 

GPIF as they continue to develop their 

internal program. The Forum is intended to 

act “as a venue of sustainable exchange of 

opinions with non-Japanese asset owners 

which have made an advanced approach in 

ESG investments.” The GPIF stated, “We will 

utilize their sophisticated expertise and also 

feed discussions with non-Japanese asset 

owners to companies and our external asset 

managers.”

Malaysia - on March 24, 2016, the Bursa 

Malaysia announced a significant set of 

amended listing rules including a move 

to full voting-by-poll for all resolutions at 

annual general meetings. Previously, only 

related party transactions had to be voted 

by poll. The new rule went into effect for all 

meetings dated on or after July 1, 2016.

United States - on March 23, 2016, the SEC’s 

Division of Corporation Finance published a 

new Compliance & Disclosure Interpretation 

on the application of Rule 14a-4(a)(3) in the 

context of Rule 14a-8 shareowner proposals. 

This rule, commonly referred to as the 

“unbundling” rule, requires that the form of 

proxy, “identify clearly and impartially each 

separate matter intended to be acted upon.” 

For example, proposals (those supported 

by management or investors) using only 

the general topic to be voted upon—special 

meetings, executive compensation, 

environmental disclosures, etc.—and 

without greater detail and specificity, are 

deemed to be inadequate and a violation of 

SEC rulemaking.

Some market observers viewed the tactic 

as an attempt to obscure the purpose 

of shareowner proposals opposed by 

management through the use of vague 

descriptions of proposal type and their 

related language. As noted by the Wall 

Street Journal, the “entreaty from SEC staff 

comes after complaints from investors 

that some companies have failed to clearly 

identify voting items presented ahead of 

companies’ annual meetings.” The SEC 

stated, “The proxy card should clearly 

identify and describe the specific action on 

which shareholders will be asked to vote.” 

The Council of Institutional Investors (CII), 

of which the SBA is a member, provided 

input to the SEC in June 2015 identifying 

several instances of unclear and misleading 

proposal descriptions. At the time, CII 

noted how management proposals were 

routinely identified comprehensively and 

described precisely, whereas shareowner 

proposals were described nebulously and 

with general terms, which may prevent 

investors from truly understanding the 

nature of the proposal and affecting the 

related proxy voting decisions. The new 

SEC guidance requires companies to clearly 

describe all ballot proposals, regardless of 

whether they are put forth by shareowners 

or management.



SBA COUNTRy OF DOMICILE FOR VOTED SHAREOWNER MEETINGS

DEVELOPED
MARKETS

EMERGING
MARKETS

FRONTIER
MARKETS

OTHER
MARKETS

66% 26% 1% 7%

SBA % OF SHAREOWNER MEETINGS WITH AT LEAST ONE BALLOT 
ITEM VOTED AGAINST MANAGEMENT RECOMMENDATIONS

DEVELOPED
MARKETS

EMERGING
MARKETS

FRONTIER
MARKETS

OTHER
MARKETS

78% 65% 72% 77%
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On September 15, 2015, the SBA submitted 

comments to the SEC regarding the 

Proposed Rule for Listing Standards 

for Recovery of Erroneously Awarded 

Compensation, developed in accordance 

with Section 954 of the Dodd-Frank Act. In 

line with SBA governance principles and 

proxy voting guidelines, we emphasized that 

effective recovery of erroneously awarded 

compensation (clawback provisions) is 

essential to maintain effective performance-

based compensation plans. 

To align executive interests with the 

interests of shareowners, executives should 

be compensated for achieving performance 

benchmarks. Equally, an executive should 

not be rewarded if he or she does not 

achieve established performance goals. If 

restated financial statements reveal that 

the executive was falsely rewarded, then he 

or she should be forced to repay any unjust 

compensation received. SBA comments 

supported consistent policies across all 

listed issuers, as the burden to issuers is 

relatively innocuous, while exemptions for 

certain issuers would likely add uncertainty 

for investors. In response to SEC questions 

regarding the scope of compensation 

clawbacks, SBA staff noted that any 

reduction in earned compensation based on 

performance and measurement shortfalls 

should result in application of the recovery 

process. 

The uncertain links between performance, 

performance measurement, resulting 

compensation, and the potential variation 

in the definition of restatement could create 

an extensive disconnect for investors. 

Once it is established that a reduction 

in incentive-based compensation has 

occurred, there should not be another 

variable added regarding the likelihood 

of the recovery process going forward. 

As noted in comments by the Council of 

Institutional Investors, the “establishment 

of a broad clawback arrangement is an 

essential element of a meaningful pay 

for performance philosophy. If executive 

officers are to be rewarded for ‘hitting their 

numbers’—and it turns out they failed to 

do so—the unearned compensation should 

generally be recovered notwithstanding the 

cause of the revision.” 

On October 22, 2015, the SEC issued 

new guidance (“SLB14H”) limiting the 

application of the “(i)(9)” provision of SEC 

Rule 14a-8 for omitting various shareowner 

proposals. The change strengthens 

investors’ right to propose resolutions and 

will enable more shareowner resolutions to 

actually come to a vote at annual meetings. 

Rule 14a-8(i)(9) permits a company to 

exclude a shareowner proposal that 

otherwise complies with Rule 14a-8 from its 

proxy statement, “if the proposal directly 

conflicts with one of the company’s own 

proposals to be submitted to shareholders 

at the same meeting.” 

Historically, the SEC had allowed investor 

resolutions to be excluded from the 

proxy if they were deemed to conflict 

with a similar resolution put forth by 

management. For example, if a shareowner 

proposal sought the right to call special 

meetings at a 10 percent threshold, the 

company could move to give shareowners 

the right to call a special meeting at a 

higher threshold, typically 25 percent, and 

exclude the investor proposal altogether. 

Until last year, the Commission took an 

encompassing approach when determining 

if a management and shareowner proposal 

“directly conflicted.” If the two proposals 

dealt with the same subject matter, the 

Commission was likely in most cases to 

grant (i)(9) relief, signaling to the company 

that the SEC would not recommend 

enforcement action if the company 

omitted the proposal. Going forward, the 

Commission has indicated it will look more 

closely at the subject matter in question 

and only grant relief to the company 

under the (i)(9) provision if shareowners 

couldn’t logically support both shareowner 

and management sponsored proposals. 

For instance, shareowners may generally 

support proxy access and could reasonably 

choose to support both management and 

shareowner proposals that each specified 

access to the proxy with different hurdles. 

The Commission agreed that there may 

be value to the company in being able to 

review the support for each version of proxy 

access. 

During the 2016 proxy season, companies 

could still obtain no-action relief to exclude 

“directly conflicting” shareholder proposals 

in favor of the company’s own proposals 

only if “a reasonable shareholder could not 

logically vote in favor of both proposals, 

i.e., a vote for one proposal is tantamount 

to a vote against the other proposal” as 

“they are, in essence, mutually exclusive 

proposals.”  The SEC’s guidance under the 

rules is not legally binding, and companies 

retain the right to omit proposals from 

shareowners without the SEC’s support. 

The SEC grants a “no action” letter when it 

agrees with a company’s rationale to omit 

a shareowner proposal, which states 

the Commission would not recommend 

enforcement action against the company 

under the 14a-8 rule. A company that is 

not granted “no action” relief may still 

omit the shareowner’s proposal and seek 

relief in the courts, if challenged by the 

shareowner submitting the proposal. 

Shareowners have the right to seek court 

relief if a company omits a proposal, 

whether “no action” relief was granted 

or not. Historically, very few cases have 

headed to the courts; the vast majority of 

proposals are successfully mediated by 

the SEC.

On July 1, 2016, the SEC approved 

a change to the listing rules of the 

NASDAq stock market, requiring 

listed companies to publicly disclose 

payments made by third parties to 

any directors or director candidates in 

connection with their candidacy for, and/

or their service on, company boards of 

directors. Such payments are referred 

to as “golden leashes” and are typically 

paid to director nominees by activist 

investors. Although comprehensive 

in scope, the new rule does not apply 

to the reimbursement of expenses 

incurred in connection with a director’s 

candidacy. Other exchanges, such as 

the New york Stock Exchange (NySE), 

may enact similar listing standards in 

the future. The new rule is in response 

to payments made by activist investors 

to director nominees in order to recruit 

experienced candidates. In an SEC 

filing, NASDAq described its rationale 

for the new rule: “The proposed 

rule to require listed companies to 

disclose third party compensation 

and payments in connection with 

board service is intended to provide 

meaningful information to investors 

and to address potential concerns with 

undisclosed compensation schemes 

without creating unnecessary burdens 

on directors or those making the 

payments.”
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execuTIve
compensation

Lloyd’s of London 
CEO Inga Beale 
believes finance 

executives should 
evaluate whether 

to reduce their own 
paychecks to win 

back investor trust. 

D uring the 2016 proxy season, the SBA utilized compensation research 
from Equilar, Inc., Glass, Lewis & Co., and Institutional Shareholder 
Services to assist in evaluating the proxy voting decisions on executive 
compensation share plans and general say-on-pay ballot items. 

Across all global equity markets, the SBA voted to approve approximately 55 percent 
of all remuneration reports, whereas in the U.S. market all other investors provided an 
average support level of 91.5 percent with only 1.5 percent of all advisory votes failing 
to achieve a majority. ISS found that over half of all U.S. companies conducting annual 
pay votes have received investor support of at least 90 percent in each of the last 
five years since the Dodd-Frank Act instituted advisory say-on-pay shareowner votes. 

ISS found its own proxy advice covering say-on-pay ballot items was positively correlated 
with corporate levels of compensation misalignment—where pay levels were flagged for 
low sensitivity with financial performance. On a broader level, ISS reviewed changes in 
compensation practices over the last several years and found that companies have generally 
improved pay design and linked a higher proportion of compensation to multiple corporate 
performance metrics.

Among all U.S. companies, the average level of investor support for equity plan proposals 
stayed about the same year over year at approximately 88 percent. However, the number of 
individual equity plans that failed to garner majority support rose by 50 percent, from 6 to 9 
plans. Given the extremely low number of equity plans that fail each year, investor support for 
individual plans is almost universal. Less than one percent of equity plans failed during the 
last year, which also marked a five-year low for the number of compensation-related investor 
proposals with not a single proposal receiving majority support. Over the last fiscal year, the 
SBA supported 51.2 percent of all non-salary (equity) compensation items, 60.8 percent of 
executive incentive bonus plans, and 25.2 percent of management proposals to approve 
omnibus stock plans in which company executives would participate (and 19.3 percent 
support for the amendment of such plans). Omnibus stock plan ballot items typically include 
ratification of more than one equity plan beyond a company’s long-term incentive plan (LTIP).

Shareowners have recently began to focus on 
director compensation. In the U.S. market, Equilar 
found that median annual retainer for directors in 
the S&P 500 increased from $205,000 in 2011 to 
$240,000 in 2015; a growth rate of 17 percent. As 
a result of litigation over director pay practices, 
board pay itself is likely to become a more 
significant issue that shareowners will critically 
examine. 

INVESTOR SUPPORT FOR 
SAy-ON-PAy VOTES IN UK AND US
TRAiling TWelve  MOnThS AS OF 6/30/16

Investor 
Organization

UK Companies
(% For Votes)

US Companies
(% For Votes)

BlackRock 91.6 96.5

Fidelity Worldwide 43.6 71.9

Florida SBA 76.2 52.1

Goldman Sachs 85.3 94.4

Norges Bank 97.2 95.8

T. Rowe Price 89.0 89.7

Source: SBA; Proxy Insight as of June 30, 2016.
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AGAINST MANAGEMENT RECOMMENDED VOTE (“MRV”)
M = MANAGEMENT PROPOSAL 

SP = SHAREOWNER PROPOSAL

Proxy Ballot Item Proposal Count Against MRV

M: Authorize Reissuance of Repurchased Shares 460 91.1%

M: Authorize Company to Call Special Meeting with Two Weeks Notice 308 98.4

M: Approve Stock Option Plan Grants 186 91.9

SP: Adopt Proxy Access Rights (Investor Nominated Board Candidates) 88 90.8

M: Approve Retirement Bonuses for Director/Statutory Auditors (Japan) 37 100

M: Amend Terms of Severance Payments to Executives 32 100

SP: Political Contributions and Lobbying 27 100

M: Adopt Jurisdiction of Incorportion as Exclusive Forum (Delaware) 26 100

M: Authorize Share Issuance/Tender Offer/Share Exchange 23 100

SP: Reduce Supermajority Vote Requirement (Bylaw/Charter) 16 100

2016 VOTE BENCHMARKING
SBA vs. OTHER INSTITUTIONAL INVESTORS

florida
sBa

BlackRock  
(US)

State Street
 Global Advisors

(SSgA US)

Fidelity 
Management & 
Research, Inc.

The Vanguard 
Group, Inc.

WITH Management 
Recommended 
Vote (MRV) %

77% 91.7% 89.8% 90.5% 94.7%

AGAINST MRV % 22.7% 7.9% 9.9% 9.1% 5.0%

Source: Proxy Insight; Voting statistics are for institution’s voting since January 1, 2010.

The ability for shareowners to 

nominate board candidates on 

a corporate proxy statement 

has been the most frequent 

shareowner proposal 

submitted in 2016. Virtually all 

proposals submitted in 2016 

have been based on ownership 

and holding requirements 

used by the Securities and 

Exchange Commission’s (SEC) 

vacated proxy access rule from 

2010. During the first half of 

the year, investor resolutions 

advocating for the adoption 

of proxy access proposals 

comprised 21.9 percent of all 

governance proposals, almost 

double the 2015 level.

Proxy access mechanisms are 

also significant governance 

procedures in other global 

equity markets. In late August 

2015, the Canadian Coalition 

for Good Governance (CCGG) 

released a policy position on 

proxy access, deviating in part 

from other global investor 

organizations. CCGG supports 

proxy access without any time-

based holding requirement 

before shareowners would 

have the right to nominate 

board members. The group 

publicly stated it, “does not 

believe that a holding period is 

necessary either to ensure that 

proxy access is restricted to 

shareholders with a long-term 

perspective on the company 

(rather than shareholders 

looking to exploit short-term 

gain) or to avoid vexatious 

nominations.” 

Over a third of all investor proposals cover issues 

relating to environmental, social, or political 

practices. In the first half of 2016, there were about 

240 such proposals, with a record-setting nine 

proposals achieving majority support from all voting 

shareowners. Individual resolutions covering board 

diversity, income inequality, climate change, and 

political contributions received majority support. 

Institutional Shareholder Services (ISS) noted, “the 

increase in the number of majority supported E&S 

[environmental and social] resolutions is reflective 

of the current shift in investor practices, as more 

mainstream investors are considering E&S issues 

in their decisions.” Other issues receiving investor 

attention included disclosure of corporate political 

contributions and lobbying activities (110 filed 

proposals), climate change and greenhouse gas 

emissions (137 filed proposals), human rights issues 

(30 filed proposals), and other general sustainability 

reporting (86 proposals).

Proxy Access Environmental & Social 
Proposals

The Florida Retirement System (FRS) Pension 
Plan, managed by the SBA, has earned a 
positive return in 35 of the last 44 years; with 
a return exceeding 10 percent in 24 of those 
years.

The Florida Retirement System (FRS) Pension 
Plan (defined benefit) and investment plan 
(defined contribution) assets totaled $141.3 
billion and $8.9 billion, respectively, as of 
June 30, 2016. 

Both retirement vehicles outperformed their 
target benchmarks over the trailing one, 
three, five, and 10-year periods ending June 
30, 2016. Over the trailing three, five, and 10 
year periods, the FRS pension plan’s return 
ranked in the top half of the “TUCS“ top 10 
Defined Benefit Plan universe.

SBA Adds Value

Top SBA Votes 
Against Management
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Over the last decade chief financial officers (CFOs) serving on their own board 

as directors in the United States has been in decline, reflecting a general trend 

for greater board independence with the chief executive officer (CEO) typically 

the only executive director on the board. The trend toward this process can 

be attributed to the passage of Sarbanes-Oxley Act of 2002, which has goals 

to protect investors from the possibility of fraudulent accounting activities by 

corporations and increase board independence. However, it is important to note 

that in the US it is rare for any executive other than the CEO to serve on the board 

whereas within the UK it is common to also have other executives, including the 

CFO, to serve on their own boards.  

In the UK, corporate governance is guided by the UK Corporate Governance Code 

(“Code”), which has a purpose to facilitate effective, entrepreneurial, and prudent 

management that can deliver the long term success of the company in addition 

to having effective board practices. In section A of the Code—Leadership—it 

stipulates that the roles of chairman and chief executive should not be exercised 

by the same individual. In fact, the Code does not mention the role of the CFO on 

a board and limits the discussion of conflicts of interests for board members. This 

allows room for interpretation of the Code from members of the board as long as 

board members keep the best interest of the company foremost and consistent 

with statutory duties outlined in the UK Companies Act of 2006 for incorporated 

companies.    

According to Mainfest Information Services, a leading provider of corporate 

governance research and proxy voting services in the UK, the chief financial role 

is normally called the Finance Director (“FD”). As FDs they hold very similar roles 

as a CFO in the United States. In UK legal terms, boards are a unitary body with 

all directors equally legal and liable; however, there are challenges with the ratio 

of Executive Directors to Non-Executive Directors which may cause concern for 

 Although there are fewer CFOs on corporate boards 
in the US, the United Kingdom (UK), which shares a similar 
approach to best practice, still views CFOs serving as 
directors as an acceptable governance structure.

”

should CFos serve 
on  Boards?

investors. Another area of potential concern for investors pertains to where the FD has trained at the same firm as the auditor and 

where that auditor has been in place at that corporation for a period of over 10 years. This can place the independence of a FD 

in question. At other times FDs also act as the Company Secretary (the equivalent of a US Corporate Secretary), and this is more 

prevalent in smaller UK companies. This creates a conflict of interest, worth noting in the same way as a general counsel acting 

as company secretary. Both the FD and general counsel work for management, and the Corporate Secretary works for the board 

as a whole. These are a few examples that highlight several potential conflicts of interest that involve FDs on their own board and 

the various levels of influence they possibly wield. 

While Glass Lewis’s UK voting policies defer to common market practices, the US voting policies of Glass Lewis state that, “the 

CFO holds a unique position relative to financial reporting and disclosure to shareholders. Due to the critical importance of 

financial disclosure and reporting, we believe the CFO should report to the board and not be a member of it.” Since financial 

reporting is so important to investors in evaluating corporate performance, having a CFO as board member could create a 

conflict over disclosure decisions, accounting treatment and financial report timing of various financial and performance 

measures.    

In regard to trends of CFOs on their own board in the UK, according to Glass Lewis, it is unlikely that UK investors will reevaluate 

the presence or appointment of CFOs on their own boards. CFOs on their own boards has not been much of a topic of concern 

among UK shareowners, and accordingly, there is no domestic pressure to end the practice. Similarly, there is not a current trend 

of large or non-UK investors pushing to end the practice. The prevailing investor force for change for investors regarding CFOs 

on their own board will be the global investing landscape and the ability to weigh conflicts of interest within board structures in 

order to make informed investing and voting decisions. 

Why have any executive on a 
board of directors?



MAJOR VOTING STATISTICS 
SBA PROxy VOTING By FISCAL yEAR

Ballot Item Description
Supported 

Fy2014
Supported

Fy2015
supported

fY2016

% Against 
Management 

Recommendation

Ratify Auditors 94.9% 92.5% 93.7% 5.4%

Declassify the Board of Directors 95 100 100 71.4

Elect Directors 79.8 75.1 78.5 21.1

Elect Supervisory Board Member 61.5 63.5 67.6 32.1

Approve Reverse Stock Split 90.4 88.1 96.7 3.3

Approve Merger Agreement 94.9 94 92.1 6.7

Approve Sale of Company Assets 87.9 88.3 89.4 10.6

Amend Omnibus Compensation Plan 27.6 17.7 19.3 80.8

Approve Omnibus Compensation Plan 28.5 26 25.2 74.6

Amend Restricted Stock Plan 37.3 42.3 38.9 61.1

Approve Restricted Stock Plan 53.2 53.3 49.1 50.6

Advisory Vote on Golden Parachutes 41.1 18.6 17.4 82.5

Approve Repricing of Options 0 0 42.9 57.1

Approve Stock Option Plan Grants 12.9 16 8.1 91.9

Adopt/Renew/Amend Shareholder Rights Plan (Poison Pill) 19.8 23.7 17.4 81.7

Separate Chairman and CEO Positions 75.7 80 87.8 87.8

Adopt Proxy Access Right 75 91 96.3 79.1

Removal of Existing Directors 39.9 24 9.8 1.7

Performance-Based and/or Time-Based Equity Awards 50 100 0 0

Require Sustainability Reporting 78.6 81.8 92.9 92.9

Report on Equal Employment Opportunity 50 33.3 36.4 36.4

Report on Corporate Political Contributions/Lobbying 74.2 80 88.3 88.3

Investor N

Investor O

Investor P

Investor M

Investor L

Investor K

Investor  J

Investor I    

Investor H

Investor G

Investor F

Investor E

Investor D

Investor C

Florida SBA

Investor B

Investor A

Proxy Votes per 
Full-Time Employee
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In May 2016, the SBA completed an international benchmarking survey on the costs of corporate 
governance activities at seventeen large public pension funds and global asset managers. The 
information helped SBA staff to assess the Investment Programs & Governance (IP&G) unit’s cost 
structure and service utilization across a large number of direct peers. When total research and voting 

services costs were calculated, SBA had the second lowest dollar-cost per proxy vote among public 
fund peers and asset managers. The SBA also ranked among the top three funds and well ahead of the 
fourteen remaining peers with respect to the proxy votes cast per full-time employee (FTE). This ratio 
serves as a rough but conservative measure of productivity since it does not capture engagements and 
other activities that SBA staff also perform. SBA’s votes per FTE were 2,943 versus a group average of 1,394 
votes per FTE. The benchmarking showed that SBA’s corporate governance program uses similar services 
to peers, but does so at considerably lower cost and with greater efficacy. Our overall program costs 
and activity levels, particularly when standardized by assets under management, were very favorable 
compared to peers.
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THE 2016 vOTInG PATTERnS OCCUR AT A TIME WHEn SOME GLOBAL 
InvESTORS HAvE vOICED THEIR FRUSTRATIOn WITH UK BOARDS, A SIGnAL 
THEy MAy BE MORE LIKELy TO OPPOSE MEMBERS OF THE REMUnERATIOn 

COMMITTEE In THE FUTURE.

The accompanying table indicates how global investors have voted on UK firms’ advisory remuneration 
reporting items over the last year. As noted by analysts at Proxy Insight, the most jarring observation 
from this comparative analysis is the stark difference in voting patterns between the UK and US markets. 
Researchers have begun to study similar patterns in voting within other investor resolution categories. 
The SBA voted against the pay plans at all six highlighted companies.

A ccording to Proxy insight, among British companies in the FTSe 250 stock index there were 42 
directors failing to reach at least 90 percent support at 24 firms. Along with votes targeted at 
individual board members, investor votes on executive compensation exhibited high levels of 
dissent at many companies. For companies included in the FTSe 100 stock index, 27 failed to 

achieve 90 percent support for their advisory remuneration reports. Both BP and Smith & nephew failed to 
achieve a straight majority level of 50 percent support. At FTSe 100 companies, average support dipped by about 
2 percent year-over-year, averaging just under 91 percent. This statistic closely tracked the experience among 
firms in U.S. S&P 500 stock index, where the average level of support for advisory say-on-pay votes was just 
over 91 percent. At owned firms within the FTSe 250 index, during the 2016 fiscal year the SBA voted to support 
86.7 percent of all director elections, 76.6 percent of all advisory compensation reports and 65.2 of all binding 
compensation policies. Among the same group, the SBA voted in favor of only 54.5 percent of resolutions to 
approve or amend omnibus and long-term incentive plans (lTiPs). 

For the June 8, 2016 annual general meeting of WPP plc, the SBA voted against the approval of the company’s remuneration 
framework due to outsized relative-pay levels and the use of above-market incentive caps. Over 30 percent of all other 
shareowners voted against WPP’s pay structure, up from just over 20 percent in 2015. Although legally incorporated in the 
country of Jersey and not the UK, WPP chose to follow similar regulations that require UK firms to submit their remuneration 
reports for non-binding shareowner approval each year and also to receive binding shareowner approval every three years. 
The SBA voted against one individual director due to a low attendance rate, but supported all other management items. The 
company’s performance has exceeded the FTSe All-Share index and also its direct peers over the last 1, 3, and 5 year time 
frame. The pay vote at WPP was one of several annual meetings during the 2016 proxy season in the UK with high investor 
opposition. The following table indicates dissent levels on corporate pay practices at UK firms during 2016. 

in response to poor compensation practices at UK companies, one london-based asset manager proposed a salary cap for 
the largest UK companies. hermes investment Managers advocated an upper limit for the  CeOs of large capitalization firms. 
The manager went as far as sending draft proposals on pay to the remuneration committees of companies in the FTSe 350 
index in the hope it would trigger a more extensive dialogue on corporate pay practices. hans-Christoph hirt, co-head of 
equity Ownership Services at hermes, stated “There are significant problems with executive remuneration in the U.K. now is 
the time for investors to articulate their expectations and work together with companies to reform executive remuneration. 
We want to see simpler packages, lower variable pay, much higher shareholding requirements and stronger accountability of 
remuneration committees.” hermes also advocates for executives at FTSe 100 companies to hold shares equal to 5 times their 
base salary. The SBA is both a client of hermes eOS and also a strong proponent of holding and retention policies at its owned 
companies, regardless of domicile.

TOP INVESTOR VOTING ON ADVISORy 
REMUNERATION REPORTS

Investor Organization UK Companies

Fidelity Worldwide 44

PGGM Investments 53

Aviva Investors 58

Royal London Asset Management 65

State of Wisconsin Investment Board (SWIB) 67

Wespath Investment Management 73

Florida State Board of Administration (SBA) 76

Source: SBA; Proxy Insight as of June 30, 2016.

MInD tHe GaP 
HIGH leVelS oF InVeStoR DISSent

firm % Votes 
against compensation factors

anglo-american plc 42 outsized increase in annual and bonus award.
british petroleum plc 59 pay package included a 20 percent rise for ceo despite a loss of $5.2 billion in net income.

royal dutch shell 14 above market pay with large bonus component.

smith & nephew plc 53 despite missing return target, 60 executives awarded bonuses.
Wpp plc 33 ceo received a one year pay raise of 65 percent.
shire plc 49 base pay of ceo increased by 25 percent, leading to above market pay within industry.

source: sba; Wall street Journal; proxy insight.

pay REvOLT 
in the UK
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Compensation 
Moneyball

Passive Investors More Likely 
to be Active Owners

Researchers analyzed whether the growing proportion of passive investors has influenced the campaigns, tactics, 

and success of activist investors. The study found that activists are more likely to pursue changes to corporate control 

(e.g., direct board representation) and to forego more incremental changes to corporate policies (e.g., via shareholder 

proposals) when a larger share of a company’s stock is owned by passively-managed (indexed) investors. Higher passive 

ownership was associated with an increase in hostile and costly tactics like proxy contests, with subsequent higher 

probability of the activist achieving board representation or the sale of a targeted company. The study’s authors stated, 

“our findings suggest that the increasingly large ownership stakes of passive institutional investors mitigate free-rider 

problems associated with certain forms of intervention and ultimately increase the likelihood of success by activists.”

Governance Vaporware
A recent study by Fenwick & West LLP compared the corporate governance practices between companies located in 

Silicon Valley and other technology and life science companies across the U.S., with a comparative focus on companies 

in the large capitalization Standard & Poor’s 100 Index (S&P 100) and companies included in the Silicon Valley 150 Index 

(SV 150). The study found key differences between the corporate governance practices of the SV 150 high technology 

and life science companies and their larger peers within the S&P 100. The data indicated multi-year increases in the 

use of dual class share structures, perceived to offer greater control for company founders or other large controlling 

investors; with the number of firms with such unequal shares more than tripling during the last five years. Although 

many large companies have moved away from classified board structures, firms in the SV 150 have maintained such 

governance features. Approximately 45 percent of SV 150 firms stagger their director election intervals over multiple 

years. Surprising to some market observers, companies in the SV 150 are less likely to combine the roles of CEO and 

Chairman, with only 35 percent doing so compared to 76 percent at companies in the S&P 100. How SV 150 firms elect 

board members differed significantly from the larger company group, with just less than half of firms utilizing some 

form of majority voting in their director election procedure.

governance 
reseArCH In a recent study by MSCI ESG Research, companies that 

awarded their Chief Executive Officers (CEOs) higher equity in-

centives were found to have below-median stock returns. The 

MSCI analysis included a sample of 429 large-cap U.S. com-

panies with executive compensation data from 2006 to 2015. 

Study authors stated, “On a 10-year cumulative basis, total 

shareholder returns of those companies whose total summary 

pay (the level that must be disclosed in the summary tables 

of proxy statements) was below their sector median outper-

formed those companies where pay exceeded the sector medi-

an by as much as 39%.” MSCI plans to augment the study in the 

future by incorporating additional forms of “realizable” or “re-

alized” compensation, making adjustments for performance 

and vesting conditions. The study also noted that current SEC 

regulations do not require companies to report total summary 

incentive pay over a CEO’s entire tenure, making it difficult for 

investors to gauge the effectiveness of incentive frameworks 

and the overall pay-for-performance relationship.

Survey data from consultant Management 

Practice Inc. shows that independent directors 

are serving on mutual fund boards of directors 

(or boards of trustees) for an average of 12 

years—up from an average of nine years 

in 1996. The average age of a mutual fund 

director stands at 66 years old. According to 

MSCI ESG Research, board members among 

the companies in the S&P 500 index serve for 

approximately 8 years and have an average 

age of 63. Similar to board members at public 

and private companies, mutual-fund directors 

select and monitor executive managers tasked 

with providing investment management 

responsibilities over shareowners funds. Some 

critics of higher mutual fund director tenure 

believe the trend is a symptom of a deficient 

corporate governance framework, with poor 

succession planning and insufficient levels of 

independence. Although mutual fund directors 

govern a fund’s money managers, they typically 

do not pick individual investments. In 2015, 

mutual fund directors received median annual 

compensation of $87,188. Given the retail 

orientation and widely dispersed investor base, 

achieving shareowner approval via director 

elections is relatively more difficult for mutual 

funds when compared to publicly traded firms. 

Although required by the Investment Company 

Act of 1940, the SEC has not implemented 

prescriptive regulations covering director 

tenure, age limits or other requirements.

Mutual Fund
Director  Tenure
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BoaRDs of 
DiREctoRs,  these voting 
items concern the election of the board 
members, as well as chairmanship and 
committee service, and the processes that 
govern the frequency, setting and outcome 
of elections.

Global Developments in Corporate 
Governance, 2016
Intl. Finance Corporation (IFC)

In 2016, we streamlined the document 
and revised many of the guidelines 
in order to simplify some of the 
language and provide a broad view of 
what elements are material to staff 
when making proxy voting decisions. 
We also consolidated guidance 
on some voting resolutions where 
possible to avoid redundancy and 
reorganized the proposal types into 

The SBA reviews and updates 
when necessary its Corporate 

Governance Principles and Proxy 
Voting Guidelines. 

inVEstoR 
RotEction,  
these voting items impact 
the ability of shareowners to 
access information needed to 
make prudent decisions about 
ownership and to exercise 
their rights to influence the 
board, election processes, and 
governance structure of the 
company.

coRPoRatE 
stRUctURE, 
these proposals include 
corporate restructurings, 
capital structure changes, 
changes to the articles of 
incorporation and other various 
operational items. While some 
topics are considered routine, 
they are not inconsequential. 
Some have profound impact 
on shareowner value and 
rights.

BUsinEss 
conDUct, these 
proposals cover risks such as 
product safety, environmental 
impact, and human rights 

abuses. We support these proposals 
when their adoption seems prudent in 
light of the current circumstances and 
the proposed actions may reasonably 
be considered to have a cost-effective, 
protective impact on shareowner value.

coMPEnsation, 
this is an area that merits particular 
oversight from investors, as it 
exemplifies the delicate principal-agent 
relationship between shareowners 
and directors. Directors create 
compensation plans, often with 
the assistance of compensation 
consultants, which aim to motivate 
performance and retain management, 
but the plans can be very complex. 
Properly evaluating compensation 
plans is an important shareowner duty.

annual 
corporate
governance
policy
review

Good corporate 
governance is a basic 
element for healthy 
companies and a key 
to sustainable private 
sector development. 
Strong governance 
fundamentals 
contribute to better 
management and more 
effective boards, leading 
to enhanced operational 
efficiency, reduced 
risk, improved decision 
making, and increase 
valuations, among other 
business benefits.
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active
o w n E R s H i P

The SBA attempts to engage pro-actively, as 
appropriate, with investee companies on risks 
to long-term performance in order to advance 
beneficiary or client interests. The SBA routinely 
engages portfolio companies on a variety 
of issues and often collaborates with other 
pension or investor funds, including external 
investment managers, when possible. The SBA 
actively engages companies throughout the 
year, maintaining a dialogue and analysis of 
corporate governance issues and other reforms. 
An engagement of this type can be a very 
effective way to advocate for positive changes 
and improve reporting by the companies in 
which the SBA invests. Many companies seek 
out their largest shareowners to discuss pressing 
concerns and current governance topics. 

During the 2016 fiscal year, SBA staff conducted 
engagements with over 100 companies 
owned within Florida Retirement System 
(FRS) portfolios, including Compass Group 
PLC, Microsoft, Coca-Cola, Prudential, Bank 
of Yokohama, Chevron, Bank of America, ENI, 
Amgen, Ethan Allen, Oracle, The Goldman Sachs 
Group, JPMorgan, RTI Surgical, Boeing, Terna 
Group SpA, Regions Financial Corporation, Red 
Electrica, and Time Warner. As part of evaluating 
voting decisions for several proxy contests, SBA 
staff also met with a number of activist hedge 
funds, including Red Mountain Capital (proxy 
campaign at iRobot), Harvest Capital (proxy 
campaign at Green Dot), and SilverArrow Capital 
(proxy campaign at Rofin-Sinar Technologies). 

SBA staff periodically participates in and 

often is an invited presenter at investor and 

other governance conferences. Typically 

these events include significant involvement 

by corporate directors, senior members 

of management, and other key investor or 

regulatory stakeholders. 

The following items detail events occurring 

during the 2016 fiscal year: 

• In early September 2015, staff was invited 

to attend and speak at the Public Funds Forum, 

which covered global governance trends 

and strategies to improve corporate board 

performance. The forum’s agenda is designed to 

be relevant to corporate governance practitioners 

as well as fund trustees.

•     In late September 2015, staff attended a 

symposium offered by the U.S. Treasury’s Office 

of Foreign Asset Control (OFAC) reviewing recent 

and expected changes to Federal trade sanctions 

in several countries.

• In late March 2016, SBA staff participated in 

the Council of Institutional Investors (CII) “master 

class” on how to evaluate and conduct proxy 

voting on proxy contests. Staff highlighted and 

discussed the key factors driving the SBA’s 

proxy voting analysis for director elections 

in proxy contests. These contests typically 

present shareowners with a strategic choice in 

how the company will be managed and are the 

most challenging and consequential votes that 

shareowners make. The course was conducted 

in a case-study format with representatives from 

SBA, BlackRock and ISS serving as instructors. 

The SBA is the only CII member to have been 

invited to serve as instructors in member 

courses at four consecutive CII meetings, on 

topics ranging from overview of the governance 

program, executive compensation analysis, and 

proxy contest voting methodology.

• In December 2015, the SBA’s ‘Valuing the Vote’ 

study (published in June 2015) was awarded 

honorable mention along with seven other 

papers in the IRRCi’s annual investor research 

competition. 

• In early March 2016, SBA staff spoke on a CII 

webcast covering Initial Public Offerings (IPOs), 

exploring recent market volatility, trends in IPOs 

investments, the impact of scaled disclosures 

under the JOBS Act, and institutional investor 

appetite for investing in newly public companies.

• In May 2016, SBA staff submitted a written 

statement to the U.S. House of Representatives’ 

Committee on Financial Services for 

Subcommittee on Capital Markets and 

Government Sponsored Enterprises.

policy
l E a D E R s H i P
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CATEGORy DESCRIPTION FOR AGAINST* DNV** WITH 
MRV

AGAINST MRV

*includes vote withholds, where applicable.

**Did not vote (Dnv) due to shareblocking or other market-specific issues.

Antitakeover Related
Adopt, Renew or Amend NOL Rights Plan (NOL Pill) 84.6% 15.4% 0.0% 84.6% 15.4%

Adopt,Renew or Amend Shareholder Rights Plan (Poison Pill) 23.7% 75.3% 1.1% 23.7% 75.3%

Add Antitakeover Provision(s) 12.5% 75.0% 12.5% 25.0% 62.5%

Adjourn Meeting 92.5% 5.3% 2.1% 93.0% 4.8%

Adopt Double Voting Rights for Long-Term Shareholders 0.0% 100.0% 0.0% 0.0% 100.0%

Adopt/Increase Supermajority Vote Requirement for Amendments 0.0% 100.0% 0.0% 0.0% 100.0%

Amend Articles/Charter Governance-Related 80.0% 20.0% 0.0% 80.0% 20.0%

Amend Right to Call Special Meeting 50.0% 50.0% 0.0% 50.0% 50.0%

Approve Control Share Acquisition 0.0% 100.0% 0.0% 0.0% 100.0%

Approve Modification in Share Ownership Disclosure Threshold 20.0% 80.0% 0.0% 20.0% 80.0%

Approve/Amend Stock Ownership Limitations 100.0% 0.0% 0.0% 100.0% 0.0%

Authorize Share Issuance/Tender Offer/Share Exchange 0.0% 100.0% 0.0% 0.0% 100.0%

Authorize Share Repurchase/Tender Offer/Share Exchange 0.0% 100.0% 0.0% 0.0% 100.0%

Authorize the Company to Call EGM with Two Weeks Notice 0.6% 98.7% 0.6% 0.6% 98.7%

Authorize use of Capital/Tender Offer/Share Exchange 0.0% 100.0% 0.0% 0.0% 100.0%

Company-Specific--Organization-Related 0.0% 100.0% 0.0% 0.0% 100.0%

Permit Board to Amend Bylaws Without Shareholder Consent 0.0% 100.0% 0.0% 0.0% 100.0%

Provide Right to Act by Written Consent 100.0% 0.0% 0.0% 100.0% 0.0%

Provide Right to Call Special Meeting 86.7% 6.7% 6.7% 86.7% 6.7%

Reduce Supermajority Vote Requirement 94.1% 0.0% 5.9% 94.1% 0.0%

Remove Antitakeover Provisions 100.0% 0.0% 0.0% 100.0% 0.0%

Remove Double-Voting Rights for Long-Term Shareholders 100.0% 0.0% 0.0% 97.1% 2.9%

Renew Partial Takeover Provision 100.0% 0.0% 0.0% 100.0% 0.0%

Require Advance Notice for Shareholder Proposals/Nominations 60.0% 40.0% 0.0% 60.0% 40.0%

Rescind Fair Price Provision 100.0% 0.0% 0.0% 100.0% 0.0%

Totals for Antitakeover Related : 42.8% 55.8% 1.4% 42.9% 55.7%

Capitalization
Adopt/Amend Dividend Reinvestment Plan 100.0% 0.0% 0.0% 100.0% 0.0%

Amend Articles/Charter Equity-Related 75.6% 21.8% 1.3% 75.6% 23.1%

Amend Articles/Charter to Reflect Changes in Capital 94.1% 5.9% 0.0% 94.1% 5.9%

Amend Votes Per Share of Existing Stock 0.0% 100.0% 0.0% 0.0% 100.0%

Approve Cancellation of Capital Authorization 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Capital Raising 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Change-of-Control Clause 35.7% 64.3% 0.0% 35.7% 64.3%

Approve Increase in Borrowing Powers 94.5% 5.5% 0.0% 94.5% 5.5%

Approve Increase in Limit on Foreign Shareholdings 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Issuance of Equity with or without Preemptive Rights 49.6% 50.4% 0.0% 49.6% 50.4%

Approve Issuance of Equity without Preemptive Rights 54.7% 42.7% 2.5% 54.7% 42.8%

Approve Issuance of Securities Convertible into Debt 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Issuance of Shares Below Net Asset Value (NAV) 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Issuance of Shares for a Private Placement 80.6% 18.9% 0.5% 80.6% 18.9%

Approve Issuance of Warrants/Bonds with Preemptive Rights 83.3% 16.7% 0.0% 83.3% 16.7%

SBA GLOBAL VOTING BALLOT DETAIL
FISCAL yEAR 2016 (JULy 1, 2015 - JUNE 30, 2016)

CATEGORy DESCRIPTION FOR AGAINST* DNV** WITH 
MRV

AGAINST MRV

Approve Issuance of Warrants/Bonds without Preemptive Rights 63.4% 34.1% 2.4% 63.4% 34.1%

Approve Issuance of Warrants/Convertible Debentures 94.1% 5.1% 0.8% 94.1% 5.1%

Approve Reduction in Share Capital 96.9% 0.4% 2.6% 96.9% 0.4%

Approve Reduction/Cancellation of Share Premium Account 90.5% 4.8% 4.8% 95.2% 0.0%

Approve Reverse Stock Split 88.1% 10.2% 1.7% 88.1% 10.2%

Approve Shares for Private Placement to Director/Executive 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Stock Split 91.1% 6.7% 2.2% 91.1% 6.7%

Approve Tender Offer 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Use of Proceeds from Fund Raising Activities 84.2% 13.9% 0.0% 84.2% 15.8%

Approve/Amend Conversion of Securities 77.8% 16.7% 5.6% 77.8% 16.7%

Approve/Amend Securities Transfer Restrictions 100.0% 0.0% 0.0% 100.0% 0.0%

Authorize Board to Increase Capital 36.0% 64.0% 0.0% 36.0% 64.0%

Authorize Capital Increase for Future Share Exchange Offers 38.7% 61.3% 0.0% 38.7% 61.3%

Authorize Capital Increase of up to 10 Percent 47.3% 52.7% 0.0% 47.3% 52.7%

Authorize Company Subsidiary to Purchase Shares in Parent 100.0% 0.0% 0.0% 100.0% 0.0%

Authorize Directed Share Repurchase Program 100.0% 0.0% 0.0% 100.0% 0.0%

Authorize Issuance of Bonds/Debentures 81.9% 17.3% 0.4% 81.9% 17.7%

Authorize Issuance of Equity (Subsidiary’s Securities) 50.0% 50.0% 0.0% 50.0% 50.0%

Authorize Issuance of Equity with Preemptive Rights 89.6% 9.5% 0.7% 89.6% 9.7%

Authorize Management Board to Set Issue Price for 10 Percent 23.7% 76.3% 0.0% 23.7% 76.3%

Authorize New Class of Preferred Stock 40.0% 55.0% 5.0% 40.0% 55.0%

Authorize Reissuance of Repurchased Shares 11.3% 88.5% 0.2% 11.3% 88.5%

Authorize Share Repurchase Program 92.6% 6.2% 1.2% 92.6% 6.3%

Authorize Share Repurchase Program/Cancellation of Shares 70.0% 0.0% 30.0% 70.0% 0.0%

Authorize Share Repurchase Program/Reissuance of Shares 66.7% 17.5% 15.3% 66.7% 18.1%

Authorize Use of Financial Derivatives 76.2% 23.8% 0.0% 76.2% 23.8%

Authorize a New Class of Common Stock 54.5% 36.4% 9.1% 54.5% 36.4%

Capitalize Reserves for Bonus Issue/Increase in Par Value 92.5% 6.7% 0.8% 92.5% 6.7%

Company Specific - Equity Related 79.7% 19.5% 0.8% 79.7% 19.5%

Eliminate Class of Common Stock 100.0% 0.0% 0.0% 100.0% 0.0%

Eliminate Class of Preferred Stock 100.0% 0.0% 0.0% 100.0% 0.0%

Eliminate Preemptive Rights 90.8% 9.2% 0.0% 90.8% 9.2%

Eliminate/Adjust Par Value of Stock 100.0% 0.0% 0.0% 100.0% 0.0%

Increase Authorized Common Stock 76.5% 22.9% 0.6% 76.5% 22.9%

Increase Authorized Preferred Stock 50.0% 50.0% 0.0% 50.0% 50.0%

Increase Authorized Preferred and Common Stock 63.6% 27.3% 9.1% 63.6% 27.3%

Increase Authorized Stock and Issue Equity or Equity-linked 0.0% 100.0% 0.0% 0.0% 100.0%

Ratify Past Issuance of Shares 92.9% 3.6% 0.0% 92.9% 7.1%

Reduce Authorized Common and/or Preferred Stock 100.0% 0.0% 0.0% 100.0% 0.0%

Set Limit for Capital Increases 87.2% 12.8% 0.0% 87.2% 12.8%

Totals for Capitalization : 73.7% 24.6% 1.6% 73.7% 24.7%

Directors Related
Adopt Majority Voting for Uncontested Election of Directors 97.1% 0.0% 2.9% 97.1% 0.0%

Adopt or Amend Board Powers/Procedures/qualifications 70.0% 30.0% 0.0% 70.0% 30.0%

Adopt/Amend Nomination Procedures for the Board 99.4% 0.6% 0.0% 99.4% 0.6%

Allow Board to Appoint Directors between Annual Meetings 50.0% 50.0% 0.0% 50.0% 50.0%

Allow Directors to Engage in Commercial Transactions 39.6% 60.4% 0.0% 39.6% 60.4%
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CATEGORy DESCRIPTION FOR AGAINST* DNV** WITH 
MRV

AGAINST MRV

Amend Articles Board-Related 84.9% 14.1% 1.0% 84.9% 14.1%

Amend quorum Requirements 100.0% 0.0% 0.0% 100.0% 0.0%

Announce Vacancies on the Board 100.0% 0.0% 0.0% 100.0% 0.0%

Appoint Alternate Internal Statutory Auditor(s) 68.1% 31.9% 0.0% 68.1% 31.9%

Appoint Internal Statutory Auditors 52.9% 47.0% 0.1% 52.9% 47.0%

Appoint Internal Statutory Auditors (Bundled) 31.0% 62.1% 3.4% 31.0% 65.5%

Approve Decrease in Size of Board 62.5% 37.5% 0.0% 62.5% 37.5%

Approve Director/Officer Liability and Indemnification 70.1% 25.4% 4.5% 70.1% 25.4%

Approve Discharge of Auditors 98.3% 1.7% 0.0% 98.3% 1.7%

Approve Discharge of Board and President 91.3% 4.4% 4.2% 91.3% 4.4%

Approve Discharge of Directors and Auditors 97.1% 2.9% 0.0% 97.1% 2.9%

Approve Discharge of Management Board 95.1% 2.4% 2.3% 95.1% 2.6%

Approve Discharge of Management and Supervisory Board 89.7% 6.9% 3.4% 89.7% 6.9%

Approve Discharge of Supervisory Board 96.1% 3.8% 0.0% 96.3% 3.7%

Approve Executive Appointment 80.5% 19.5% 0.0% 80.5% 19.5%

Approve Increase in Size of Board 96.7% 3.3% 0.0% 96.7% 3.3%

Approve Remuneration of Directors and/or Committee Members 83.6% 11.5% 4.8% 83.6% 11.6%

Approve/Amend Regulations on Board of Directors 93.0% 7.0% 0.0% 93.0% 7.0%

Approve/Amend Regulations on Management 100.0% 0.0% 0.0% 100.0% 0.0%

Authorize Board Chairman to Serve as CEO 50.0% 50.0% 0.0% 50.0% 50.0%

Authorize Board to Fill Vacancies 50.0% 0.0% 50.0% 50.0% 0.0%

Authorize Board to Fix Remuneration (Statutory Auditor) 81.5% 17.2% 0.6% 81.5% 17.8%

Change Company Name 100.0% 0.0% 0.0% 100.0% 0.0%

Classify the Board of Directors 0.0% 100.0% 0.0% 0.0% 100.0%

Company Specific--Board-Related 60.7% 38.1% 1.2% 76.2% 22.6%

Declassify the Board of Directors 100.0% 0.0% 0.0% 100.0% 0.0%

Deliberations on Possible Legal Action Against Directors/(In 0.0% 85.7% 0.0% 100.0% 0.0%

Dismiss/Remove Director(s)/Auditor(s) (Non-contentious) 89.5% 7.9% 2.6% 89.5% 7.9%

Dismiss/Remove Directors (Contentious) 63.2% 36.8% 0.0% 63.2% 36.8%

Elect Alternate/Deputy Directors 77.9% 22.1% 0.0% 77.9% 22.1%

Elect Board Chairman/Vice-Chairman 43.3% 36.5% 20.2% 44.2% 35.6%

Elect Board Representative for Holders of Savings Shares 100.0% 0.0% 0.0% 100.0% 0.0%

Elect Board of Directors and Auditors 0.0% 100.0% 0.0% 0.0% 100.0%

Elect Company Clerk/Secretary 100.0% 0.0% 0.0% 100.0% 0.0%

Elect Director 75.1% 24.4% 0.4% 75.1% 24.5%

Elect Director (Cumulative Voting) 70.2% 28.6% 1.0% 77.3% 21.7%

Elect Director and Approve Director’s Remuneration 42.6% 57.4% 0.0% 42.6% 57.4%

Elect Directors (Bundled) 21.7% 72.6% 5.5% 21.7% 72.8%

Elect Directors (Bundled) and Approve Their Remuneration 10.0% 88.0% 0.0% 10.0% 90.0%

Elect Directors (Management Slate) 37.6% 3.2% 59.2% 38.2% 2.5%

Elect Members and Deputy Members 57.4% 0.0% 41.6% 57.4% 1.0%

Elect Representative of Employee Shareholders to the Board 43.8% 56.3% 0.0% 75.0% 25.0%

Elect Subsidiary Director 98.5% 1.5% 0.0% 98.5% 1.5%

Elect Supervisory Board Member 63.4% 36.6% 0.0% 63.4% 36.6%

Elect Supervisory Board Members (Bundled) 8.0% 92.0% 0.0% 8.0% 92.0%

Eliminate Cumulative Voting 80.0% 20.0% 0.0% 80.0% 20.0%

Establish Range for Board Size 55.6% 44.4% 0.0% 55.6% 44.4%

CATEGORy DESCRIPTION FOR AGAINST* DNV** WITH 
MRV

AGAINST MRV

Establish/Alter Mandatory Retirement Policy for Directors 50.0% 50.0% 0.0% 50.0% 50.0%

Fix Board Terms for Directors 100.0% 0.0% 0.0% 100.0% 0.0%

Fix Number of Directors and/or Auditors 89.7% 4.7% 5.6% 89.7% 4.7%

Fix Number of and Elect Directors 30.0% 70.0% 0.0% 40.0% 60.0%

Indicate Personal Interest in Proposed Agenda Item 3.7% 96.3% 0.0% 100.0% 0.0%

Indicate x as Independent Board Member 94.6% 5.4% 0.0% 94.6% 5.4%

Provide Proxy Access Right 38.5% 53.8% 7.7% 38.5% 53.8%

Totals for Directors Related : 74.0% 24.9% 1.0% 74.4% 24.6%

Non-Salary Compensation
Advisory Vote on Golden Parachutes 18.6% 78.4% 2.9% 19.6% 77.5%

Advisory Vote on Say on Pay Frequency 0.0% 0.0% 0.0% 74.5% 25.5%

Amend Articles/Charter Compensation-Related 88.6% 11.4% 0.0% 88.6% 11.4%

Amend Equity Compensation Plan (Italy) 0.0% 100.0% 0.0% 0.0% 100.0%

Amend Executive Share Option Plan 33.8% 65.0% 1.3% 33.8% 65.0%

Amend Non-Employee Director Omnibus Stock Plan 38.9% 61.1% 0.0% 38.9% 61.1%

Amend Non-Employee Director Restricted Stock Plan 14.3% 85.7% 0.0% 14.3% 85.7%

Amend Non-Employee Director Stock Option Plan 20.0% 80.0% 0.0% 20.0% 80.0%

Amend Non-qualified Employee Stock Purchase Plan 0.0% 100.0% 0.0% 0.0% 100.0%

Amend Omnibus Stock Plan 17.7% 81.4% 0.9% 18.2% 80.9%

Amend qualified Employee Stock Purchase Plan 91.4% 8.6% 0.0% 91.4% 8.6%

Amend Restricted Stock Plan 42.3% 57.7% 0.0% 42.3% 57.7%

Amend Share Appreciation Rights/Amend Phantom Option Plan 33.3% 66.7% 0.0% 33.3% 66.7%

Amend Terms of Outstanding Options 100.0% 0.0% 0.0% 100.0% 0.0%

Amend Terms of Severance Payments to Executives 0.0% 100.0% 0.0% 0.0% 100.0%

Approve Alternative Equity Plan Financing 0.0% 81.8% 18.2% 0.0% 81.8%

Approve Annual Bonus Pay for Directors/Statutory Auditors 61.5% 38.5% 0.0% 61.5% 38.5%

Approve Bundled Remuneration Plans 46.4% 53.6% 0.0% 46.4% 53.6%

Approve Employee Share Ownership Trust 0.0% 100.0% 0.0% 0.0% 100.0%

Approve Equity Compensation Plan (Italy) 0.0% 100.0% 0.0% 0.0% 100.0%

Approve Equity Plan Financing 46.7% 25.3% 28.0% 46.7% 25.3%

Approve Executive Share Option Plan 24.4% 73.3% 2.2% 24.4% 73.3%

Approve Executive/Director Loans 0.0% 100.0% 0.0% 0.0% 100.0%

Approve Increase Compensation Ceiling for Directors 92.4% 7.0% 0.6% 93.6% 5.7%

Approve Increase Compensation Ceiling for Directors/Auditors 89.7% 10.3% 0.0% 89.7% 10.3%

Approve Issuance of Warrants Reserved for Founders 0.0% 100.0% 0.0% 0.0% 100.0%

Approve Non-Employee Director Omnibus Stock Plan 40.0% 60.0% 0.0% 40.0% 60.0%

Approve Non-Employee Director Restricted Stock Plan 50.0% 33.3% 16.7% 50.0% 33.3%

Approve Non-Employee Director Stock Option Plan 33.3% 66.7% 0.0% 33.3% 66.7%

Approve Non-qualified Employee Stock Purchase Plan 50.0% 50.0% 0.0% 50.0% 50.0%

Approve Omnibus Stock Plan 26.0% 73.7% 0.4% 26.0% 73.7%

Approve Outside Director Stock/Options in Lieu of Cash 75.0% 25.0% 0.0% 75.0% 25.0%

Approve qualified Employee Stock Purchase Plan 57.6% 42.4% 0.0% 60.4% 39.6%

Approve Remuneration Policy 80.9% 18.7% 0.4% 80.9% 18.7%

Approve Remuneration Report 58.4% 39.0% 2.6% 58.6% 38.8%

Approve Remuneration of Directors 71.6% 26.6% 1.8% 71.6% 26.6%

Approve Repricing of Options 0.0% 100.0% 0.0% 0.0% 100.0%

Approve Restricted Stock Plan 53.3% 44.6% 2.1% 53.3% 44.6%
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CATEGORy DESCRIPTION FOR AGAINST* DNV** WITH 
MRV

AGAINST MRV

Approve Retirement Bonuses for Directors 26.7% 73.3% 0.0% 26.7% 73.3%

Approve Retirement Bonuses for Directors/Statutory Auditors 0.0% 100.0% 0.0% 0.0% 100.0%

Approve Retirement Bonuses for Statutory Auditors 0.0% 100.0% 0.0% 0.0% 100.0%

Approve Share Appreciation Rights/ Phantom Option Plan 37.5% 50.0% 12.5% 37.5% 50.0%

Approve Share Plan Grant 64.8% 35.2% 0.0% 64.8% 35.2%

Approve Stock Option Plan Grants 16.0% 83.1% 0.0% 16.4% 83.6%

Approve Stock-for-Salary/Bonus Plan 91.7% 8.3% 0.0% 91.7% 8.3%

Approve Stock/Cash Award to Executive 47.1% 47.1% 5.9% 47.1% 47.1%

Approve or Amend Option Plan for Overseas Employees 62.5% 37.5% 0.0% 62.5% 37.5%

Approve or Amend Severance/Change-in-Control Agreements 44.2% 54.8% 1.0% 44.2% 54.8%

Approve/Amend All Employee Option Schemes 66.7% 33.3% 0.0% 66.7% 33.3%

Approve/Amend All Employee Share Schemes 100.0% 0.0% 0.0% 100.0% 0.0%

Approve/Amend Bonus Matching Plan 19.0% 76.2% 4.8% 19.0% 76.2%

Approve/Amend Deferred Share Bonus Plan 54.3% 45.7% 0.0% 54.3% 45.7%

Approve/Amend Employment Agreements 72.5% 27.5% 0.0% 72.5% 27.5%

Approve/Amend Executive Incentive Bonus Plan 63.1% 36.4% 0.5% 63.1% 36.4%

Approve/Amend Profit Sharing Plan 100.0% 0.0% 0.0% 100.0% 0.0%

Approve/Amend Retirement Plan 16.7% 83.3% 0.0% 16.7% 83.3%

Company-Specific Compensation-Related 44.7% 54.1% 1.2% 44.7% 54.1%

Fix Maximum Variable Compensation Ratio 77.3% 22.7% 0.0% 77.3% 22.7%

Grant Equity Award to Third Party 100.0% 0.0% 0.0% 100.0% 0.0%

Increase in Compensation Ceiling for Statutory Auditors 98.2% 1.8% 0.0% 98.2% 1.8%

Totals for Non-Salary Comp. : 53.4% 43.5% 1.9% 54.5% 43.6%

Preferred/Bondholder
Bondholder Proposal 100.0% 0.0% 0.0% 100.0% 0.0%

Certification of Citizen Share Representation 33.3% 50.0% 0.0% 100.0% 0.0%

If you aIf you are x as defined in x, vote FOR.  Otherwise, 0.0% 100.0% 0.0% 100.0% 0.0%

If you are a Senior Officer as defined in Section 37(D) of t 0.0% 100.0% 0.0% 100.0% 0.0%

If you are an Institutional Investor as defined in Regulatio 100.0% 0.0% 0.0% 100.0% 0.0%

If you are an Interest Holder as defined in Section 1 of the 0.0% 100.0% 0.0% 100.0% 0.0%

If you do not fall under any of the categories mentioned und 0.0% 100.0% 0.0% 100.0% 0.0%

Private Company 55.6% 0.0% 22.2% 55.6% 22.2%

Totals for Preferred/Bondholder : 38.8% 58.5% 1.1% 97.9% 1.1%

Reorganization and Mergers
Acquire Certain Assets of Another Company 90.0% 10.0% 0.0% 90.0% 10.0%

Amend Articles to: (Japan) 95.8% 4.2% 0.0% 95.8% 4.2%

Amend Articles/Bylaws/Charter -- Organization-Related 92.7% 7.3% 0.0% 93.4% 6.6%

Approve Accounting Treatment of Merger 0.0% 100.0% 0.0% 0.0% 100.0%

Approve Affiliation Agreements with Subsidiaries 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Amendments to Lending Procedures and Caps 98.5% 1.5% 0.0% 98.5% 1.5%

Approve Exchange of Debt for Equity 90.9% 9.1% 0.0% 90.9% 9.1%

Approve Formation of Holding Company 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Investment in Another Company 55.6% 44.4% 0.0% 55.6% 44.4%

Approve Joint Venture Agreement 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Large-Scale Transaction with Right of Withdrawal 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Loan Agreement 43.2% 56.8% 0.0% 43.2% 56.8%

Approve Merger Agreement 94.0% 4.3% 1.7% 94.4% 3.9%

CATEGORy DESCRIPTION FOR AGAINST* DNV** WITH 
MRV

AGAINST MRV

Approve Merger by Absorption 98.1% 1.9% 0.0% 98.1% 1.9%

Approve Plan of Liquidation 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Pledging of Assets for Debt 81.9% 18.1% 0.0% 81.9% 18.1%

Approve Public Offering of Shares in Subsidiary 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Recapitalization Plan 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Reorganization/Restructuring Plan 80.0% 10.0% 10.0% 80.0% 10.0%

Approve Sale of Company Assets 88.3% 10.9% 0.8% 88.3% 10.9%

Approve Scheme of Arrangement 97.0% 3.0% 0.0% 97.0% 3.0%

Approve Spin-Off Agreement 97.4% 0.0% 2.6% 97.4% 0.0%

Approve Transaction with a Related Party 88.2% 11.5% 0.3% 88.2% 11.5%

Approve/Amend Investment in Project 100.0% 0.0% 0.0% 100.0% 0.0%

Approve/Amend Investment or Operation Plan 100.0% 0.0% 0.0% 100.0% 0.0%

Approve/Amend Loan Guarantee to Subsidiary 83.2% 16.8% 0.0% 83.2% 16.8%

Black Economic Empowerment (BEE) Transactions (South Africa) 100.0% 0.0% 0.0% 100.0% 0.0%

Change Jurisdiction of Incorporation 58.8% 29.4% 11.8% 58.8% 29.4%

Change of Corporate Form 85.7% 14.3% 0.0% 85.7% 14.3%

Company Specific Organization Related 82.6% 11.6% 4.7% 82.6% 12.8%

Investment in Financial Products 66.7% 33.3% 0.0% 66.7% 33.3%

Issue Shares in Connection with Acquisition 87.7% 12.3% 0.0% 87.7% 12.3%

Waive Requirement for Mandatory Offer to All Shareholders 52.6% 47.4% 0.0% 52.6% 47.4%

Totals for Reorg. and Mergers : 88.9% 10.5% 0.5% 89.0% 10.5%

Routine and Business Transactions
Accept Consolidated Financial Statements/Statutory Reports 95.4% 4.3% 0.3% 95.4% 4.3%

Accept Financial Statements and Statutory Reports 95.9% 2.6% 1.4% 95.9% 2.7%

Acknowledge Proper Convening of Meeting 91.8% 0.0% 8.2% 91.8% 0.0%

Address Decline in Company’s NAV 100.0% 0.0% 0.0% 100.0% 0.0%

Adopt Fee Shifting Bylaws 0.0% 100.0% 0.0% 0.0% 100.0%

Adopt Jurisdiction of Incorporation as Exclusive Forum 0.0% 100.0% 0.0% 0.0% 100.0%

Adopt New Articles of Association/Charter 52.0% 47.4% 0.0% 52.0% 48.0%

Allow Electronic Distribution of Company Communications 100.0% 0.0% 0.0% 100.0% 0.0%

Amend Articles/Bylaws/Charter -- Non-Routine 81.1% 17.2% 1.7% 81.1% 17.1%

Amend Articles/Bylaws/Charter -- Routine 94.0% 6.0% 0.0% 94.0% 6.0%

Amend Corporate Purpose 96.2% 3.8% 0.0% 96.2% 3.8%

Amend Investment Advisory Agreement 100.0% 0.0% 0.0% 100.0% 0.0%

Appoint Appraiser/Special Auditor/Liquidator 90.6% 0.0% 9.4% 90.6% 0.0%

Appoint Auditors and Deputy Auditors 84.6% 7.7% 7.7% 84.6% 7.7%

Appoint Censor(s) 13.3% 73.3% 13.3% 13.3% 73.3%

Appr Continuation - Canadian BCA 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Allocation of Income and Dividends 96.7% 1.6% 1.6% 96.7% 1.7%

Approve Auditors and their Remuneration 85.2% 13.8% 0.3% 85.2% 14.5%

Approve Change of Fundamental Investment Policy 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Charitable Donations 42.3% 52.6% 5.2% 42.3% 52.6%

Approve Company Membership in an Association/Organization 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Continuation of Company as Investment Trust 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Delisting of Shares from Stock Exchange 64.7% 35.3% 0.0% 64.7% 35.3%

Approve Dividend Distribution Policy 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Dividends 98.3% 0.7% 1.0% 98.3% 0.7%
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CATEGORy DESCRIPTION FOR AGAINST* DNV** WITH 
MRV

AGAINST MRV

Approve Financials/Income Allocation/Director Discharge 44.7% 49.1% 6.0% 44.7% 49.3%

Approve Investment and Financing Policy 58.8% 41.2% 0.0% 58.8% 41.2%

Approve Listing of Shares on a Secondary Exchange 90.0% 10.0% 0.0% 90.0% 10.0%

Approve Meeting Procedures 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Minutes of Previous Meeting 85.2% 0.0% 14.8% 85.2% 0.0%

Approve Political Donations 99.3% 0.7% 0.0% 99.3% 0.7%

Approve Provision for Asset Impairment 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Provisionary Budget and Strategy for Fiscal year 97.5% 2.5% 0.0% 97.5% 2.5%

Approve Publication of Information in English 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Record Date 100.0% 0.0% 0.0% 100.0% 0.0%

Approve Remuneration of Directors and Auditors 73.9% 13.6% 12.5% 73.9% 13.6%

Approve Remuneration of Members of Audit Commission 75.0% 25.0% 0.0% 75.0% 25.0%

Approve Special Auditors Report 61.1% 38.2% 0.7% 61.1% 38.2%

Approve Special/Interim Dividends 95.7% 2.2% 2.2% 95.7% 2.2%

Approve Standard Accounting Transfers 95.1% 2.4% 2.4% 95.1% 2.4%

Approve Stock Dividend Program 98.4% 1.6% 0.0% 98.4% 1.6%

Approve Treatment of Net Loss 94.3% 0.0% 5.7% 94.3% 0.0%

Approve/Amend Regulations on Audit Commission 100.0% 0.0% 0.0% 100.0% 0.0%

Approve/Amend Regulations on General Meetings 93.8% 6.0% 0.3% 93.8% 6.0%

Authorize Board to Fix Remuneration of External Auditor(s) 88.6% 5.2% 6.3% 88.6% 5.2%

Authorize Board to Ratify and Execute Approved Resolutions 88.4% 11.3% 0.3% 88.4% 11.3%

Authorize Filing of Required Documents/Other Formalities 99.5% 0.0% 0.5% 99.5% 0.0%

Call the Meeting to Order 100.0% 0.0% 0.0% 100.0% 0.0%

Change Company Name 98.8% 1.2% 0.0% 98.8% 1.2%

Change Date/Location of Annual Meeting 100.0% 0.0% 0.0% 100.0% 0.0%

Change Fiscal year End 100.0% 0.0% 0.0% 100.0% 0.0%

Change Location of Registered Office/Headquarters 92.6% 7.4% 0.0% 92.6% 7.4%

Close Meeting 100.0% 0.0% 0.0% 100.0% 0.0%

Designate Inspector of Mtg Minutes 88.7% 0.0% 11.3% 88.7% 0.0%

Designate Newspaper to Publish Meeting Announcements 100.0% 0.0% 0.0% 100.0% 0.0%

Designate Risk Assessment Companies 50.0% 41.7% 0.0% 50.0% 50.0%

Designate x as Independent Proxy 89.8% 0.0% 10.2% 89.8% 0.0%

Discussion on Company’s Corporate Governance Structure 40.0% 15.0% 45.0% 40.0% 15.0%

Elect Chairman of Meeting 79.9% 0.5% 19.6% 79.9% 0.5%

Elect Member(s) of x Committee 48.0% 12.0% 40.0% 48.0% 12.0%

Elect Members of Audit Committee 73.2% 26.8% 0.0% 73.2% 26.8%

Elect Members of Nominating Committee 38.1% 13.4% 48.5% 38.1% 13.4%

Elect Members of Remuneration Committee 65.9% 23.9% 10.2% 65.9% 23.9%

Miscellaneous Proposal: Company-Specific 81.4% 15.0% 2.1% 81.4% 16.4%

Open Meeting 100.0% 0.0% 0.0% 100.0% 0.0%

Other Business 0.0% 95.0% 4.7% 0.6% 94.7%

Prepare and Approve List of Shareholders 91.0% 0.0% 9.0% 91.0% 0.0%

Ratify Alternate Auditor 92.0% 8.0% 0.0% 92.0% 8.0%

Ratify Auditors 92.4% 6.2% 1.1% 92.4% 6.4%

Receive Financial Statements and Statutory Reports 100.0% 0.0% 0.0% 100.0% 0.0%

Receive/Approve Report/Announcement 87.3% 9.1% 3.6% 87.3% 9.1%

Receive/Approve Special Report 57.1% 28.6% 14.3% 57.1% 28.6%

CATEGORy DESCRIPTION FOR AGAINST* DNV** WITH 
MRV

AGAINST MRV

Reimburse Proxy Contest Expenses 100.0% 0.0% 0.0% 100.0% 0.0%

Transact Other Business (Non-Voting) 100.0% 0.0% 0.0% 100.0% 0.0%

Totals for Routine/Business : 87.1% 9.9% 2.8% 87.2% 10.1%

Shareowner Proposals - Compensation
Adopt Anti Gross-up Policy 100.0% 0.0% 0.0% 0.0% 100.0%

Approve Report of the Compensation Committee 100.0% 0.0% 0.0% 0.0% 100.0%

Claw-back Compensation in Specified Circumstances 82.4% 17.6% 0.0% 29.4% 70.6%

Company-Specific--Compensation-Related 72.1% 27.9% 0.0% 80.3% 19.7%

Increase Disclosure of Executive Compensation 80.0% 20.0% 0.0% 20.0% 80.0%

Limit Executive Compensation 0.0% 100.0% 0.0% 100.0% 0.0%

Limit/Prohibit Accelerated Vesting of Awards 96.9% 3.1% 0.0% 3.1% 96.9%

Link Executive Pay to Social Criteria 0.0% 100.0% 0.0% 100.0% 0.0%

Non-Employee Director Compensation 0.0% 100.0% 0.0% 100.0% 0.0%

Performance-Based and/or Time-Based Equity Awards 100.0% 0.0% 0.0% 0.0% 100.0%

Report on Pay Disparity 0.0% 100.0% 0.0% 100.0% 0.0%

Stock Retention/Holding Period 86.7% 13.3% 0.0% 13.3% 86.7%

Submit SERP to Shareholder Vote 100.0% 0.0% 0.0% 0.0% 100.0%

Totals for SH-Compensation : 75.8% 24.2% 0.0% 46.4% 53.6%

Shareowner Proposals - General Corporate Governance
Amend Articles/Charter Equity-Related 0.0% 100.0% 0.0% 100.0% 0.0%

Approve Recapitalization Plan for all Stock to Have One-vote 78.6% 21.4% 0.0% 35.7% 64.3%

Company-Specific--Governance-Related 47.6% 23.8% 28.6% 61.9% 9.5%

Eliminate Discretionary Voting of Unmarked Proxies 0.0% 100.0% 0.0% 100.0% 0.0%

Eliminate/Restrict Severance Agreements (Change-in-Control) 20.0% 40.0% 40.0% 0.0% 60.0%

Initiate Share Repurchase Program 0.0% 100.0% 0.0% 100.0% 0.0%

Miscellaneous -- Equity Related 63.8% 36.2% 0.0% 89.4% 10.6%

Provide for Confidential Vote Tally 40.0% 60.0% 0.0% 60.0% 40.0%

Reduce Supermajority Vote Requirement 100.0% 0.0% 0.0% 9.1% 90.9%

Reincorporate in Another State 100.0% 0.0% 0.0% 0.0% 100.0%

Remove Antitakeover Provisions 83.3% 16.7% 0.0% 16.7% 83.3%

Submit Severance Agreement to Shareholder Vote 80.0% 20.0% 0.0% 20.0% 80.0%

Submit Shareholder Rights Plan to Shareholder Vote 57.1% 14.3% 28.6% 57.1% 14.3%

Totals for SH-Corp Governance : 59.6% 33.1% 7.4% 60.3% 32.4%

Shareowner Proposals - Directors Related
Adopt Proxy Access Right 98.9% 1.1% 0.0% 4.6% 95.4%

Amend Articles Board-Related 33.3% 66.7% 0.0% 100.0% 0.0%

Amend Articles/Bylaws/Charter - Call Special Meetings 91.3% 4.3% 4.3% 17.4% 78.3%

Amend Vote Requirements to Amend Articles/Bylaws/Charter 83.3% 0.0% 16.7% 33.3% 50.0%

Appoint Alternate Internal Statutory Auditor(s) 49.3% 24.7% 26.0% 74.0% 0.0%

Appoint Preferred Stock Internal Statutory Auditor(s) [and A 28.6% 67.9% 3.6% 96.4% 0.0%

Auditor Rotation 0.0% 100.0% 0.0% 100.0% 0.0%

Board Diversity 37.5% 62.5% 0.0% 75.0% 25.0%

Change Size of Board of Directors 62.5% 37.5% 0.0% 100.0% 0.0%

Company-Specific Board-Related 43.8% 53.1% 3.1% 81.3% 15.6%

Declassify the Board of Directors 100.0% 0.0% 0.0% 15.4% 84.6%

Deliberations on Possible Legal Action Against Directors/(In 100.0% 0.0% 0.0% 0.0% 100.0%

Elect Director (Cumulative Voting) 17.6% 78.8% 3.4% 95.6% 1.0%
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CATEGORy DESCRIPTION FOR AGAINST* DNV** WITH 
MRV

AGAINST MRV

Elect Directors (Opposition Slate) 46.0% 14.0% 38.0% 48.7% 13.3%

Elect Preferred Stock Director 30.4% 52.2% 8.7% 91.3% 0.0%

Elect Supervisory Board Members (Bundled) 27.8% 24.1% 48.1% 50.0% 1.9%

Elect a Shareholder-Nominee to the Board 48.4% 46.2% 5.4% 77.4% 17.2%

Elect a Shareholder-Nominee to the Supervisory Board 9.3% 89.0% 0.0% 98.3% 1.7%

Establish Director Stock Ownership Requirement 100.0% 0.0% 0.0% 66.7% 33.3%

Establish Environmental/Social Issue Board Committee 11.1% 88.9% 0.0% 88.9% 11.1%

Establish Mandatory Retirement Age for Directors 0.0% 100.0% 0.0% 100.0% 0.0%

Establish Other Board Committee 0.0% 100.0% 0.0% 100.0% 0.0%

Establish Term Limits for Directors 0.0% 100.0% 0.0% 100.0% 0.0%

Provide Right to Act by Written Consent 100.0% 0.0% 0.0% 0.0% 100.0%

Removal of Existing Board Directors 24.0% 72.0% 2.0% 88.0% 10.0%

Require Director Nominee qualifications 0.0% 100.0% 0.0% 100.0% 0.0%

Require Environmental/Social Issue qualifications for Direct 16.7% 83.3% 0.0% 83.3% 16.7%

Require a Majority Vote for the Election of Directors 93.8% 0.0% 6.3% 25.0% 68.8%

Restore or Provide for Cumulative Voting 0.0% 100.0% 0.0% 100.0% 0.0%

Totals for SH-Dirs’ Related : 35.5% 54.5% 9.3% 75.0% 15.7%

SH-Gen Econ Issues

Seek Sale of Company/Assets 0.0% 50.0% 50.0% 0.0% 50.0%

Totals for SH-Gen Econ Issues : 0.0% 50.0% 50.0% 0.0% 50.0%

Shareowner Proposals - Health and Environment
Climate Change 61.1% 22.2% 16.7% 44.4% 38.9%

Community -Environmental Impact 40.0% 60.0% 0.0% 60.0% 40.0%

Environmental - Related (Japan) 0.0% 100.0% 0.0% 100.0% 0.0%

Facility Safety 0.0% 100.0% 0.0% 100.0% 0.0%

GHG Emissions 75.0% 25.0% 0.0% 25.0% 75.0%

Genetically Modified Organisms (GMO) 0.0% 83.3% 16.7% 83.3% 0.0%

Hydraulic Fracturing 75.0% 25.0% 0.0% 25.0% 75.0%

Phase Out Nuclear Facilities 0.0% 100.0% 0.0% 100.0% 0.0%

Product Toxicity and Safety 0.0% 100.0% 0.0% 100.0% 0.0%

Recycling 57.1% 42.9% 0.0% 42.9% 57.1%

Reduce Tobacco Harm to Health 0.0% 100.0% 0.0% 100.0% 0.0%

Renewable Energy 28.6% 71.4% 0.0% 71.4% 28.6%

Review Drug Pricing or Distribution 0.0% 100.0% 0.0% 100.0% 0.0%

Sustainability Report 81.8% 18.2% 0.0% 18.2% 81.8%

Weapons - Related 0.0% 100.0% 0.0% 100.0% 0.0%

Totals for SH-Health/Environ. : 43.5% 53.6% 2.9% 56.5% 40.6%

Shareowner Proposals - Other Miscellaneous
Adopt Sexual Orientation Anti-Bias Policy 100.0% 0.0% 0.0% 0.0% 100.0%

Animal Testing 0.0% 100.0% 0.0% 100.0% 0.0%

Animal Welfare 37.5% 62.5% 0.0% 62.5% 37.5%

Anti-Discrimination Miscellaneous 0.0% 100.0% 0.0% 100.0% 0.0%

Company-Specific -- Shareholder Miscellaneous 7.0% 91.2% 1.8% 93.0% 5.3%

Political Activities and Action 33.3% 66.7% 0.0% 66.7% 33.3%

Political Contributions and Lobbying 86.5% 8.1% 5.4% 10.8% 83.8%

Political Lobbying Disclosure 85.3% 8.8% 5.9% 14.7% 79.4%

Report on EEO 33.3% 66.7% 0.0% 66.7% 33.3%

Totals for SH-Other/misc. : 46.3% 50.6% 3.1% 53.1% 43.8%

CATEGORy DESCRIPTION FOR AGAINST* DNV** WITH 
MRV

AGAINST MRV

SH-Routine/Business

Amend Articles/Bylaws/Charter -- Non-Routine 40.7% 48.1% 11.1% 74.1% 14.8%

Approve Allocation of Income/Distribution Policy 26.7% 73.3% 0.0% 86.7% 13.3%

Company-Specific -- Miscellaneous 34.5% 64.2% 1.4% 95.3% 3.4%

Establish Shareholder Advisory Committee 0.0% 100.0% 0.0% 100.0% 0.0%

Liquidate Company Assets and Distribute Proceeds 0.0% 100.0% 0.0% 100.0% 0.0%

Require Independent Board Chairman 80.0% 20.0% 0.0% 20.0% 80.0%

Totals for SH-Routine/Business : 45.9% 52.1% 1.9% 73.5% 24.5%

Shareowner Proposals - Social and Human Rights
Human Rights Risk Assessment 37.5% 62.5% 0.0% 62.5% 37.5%

Improve Human Rights Standards or Policies 20.0% 80.0% 0.0% 80.0% 20.0%

Internet Censorship 100.0% 0.0% 0.0% 0.0% 100.0%

Plant Closures and Outsourcing 0.0% 50.0% 50.0% 50.0% 0.0%

Totals for SH-Soc./Human Rights : 31.8% 63.6% 4.5% 63.6% 31.8%

Shareowner Proposals - Social Issues
Anti-Social Proposal 0.0% 100.0% 0.0% 100.0% 0.0%

Social Proposal 0.0% 100.0% 0.0% 100.0% 0.0%

Totals for Social Proposal : 0.0% 100.0% 0.0% 100.0% 0.0%

Totals for the report : 74.3% 23.8% 1.6% 75.4% 22.9%
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Until the recent scrutiny of 
aggressive sales tactics 
and fake account creations, 
Wells Fargo’s performance 
and brand reputation in the 
industry was solid, with 
the company seen as an 
industry leader coming out 
of the financial crisis of 
2008.   However, the extent 
of the unauthorized account 
creation and the damage to 
retail consumers and bank 
employees continues to 
grow with each additional 
revelation, investigation, and 
settlement.  As Wells Fargo 
now joins fellow money center 
banks that have been subject 
to heavy fines for securities 
violations, more questions 
arise for company boards 
and management regarding 
accountability, incentives, 
and board governance.  For 
investors, another scandal at 
a trusted financial services 
firm leads to questions about 
proper stewardship and 
accountability as well.

Just last year, CnBC cited 
KBW research on total 
fines and settlements 
charged to banks (and their 
shareowners) since 2009 
to be a staggering $204 
billion.  From 2009 through 
October 2015, there were 
175 settlements, with 288 

outstanding investigations 
or cases still pending.  
Wells Fargo contributed 
10 of those settlements, 
representing approximately 
$10 billion in fines.  Bank 
of America led the pack 
with 34 settlements for 
$77 billion and JPMorgan 
Chase followed with 26 
settlements for $40 billion 
dollars.  Although massive, 
these settlements were 
increasingly seen as 
historical in context of an 
industry that had seemingly 
learned key lessons.  One 
concerning aspect of the 
Wells Fargo fraudulent 
account creations is 
that they were ongoing 
throughout the tumultuous 
times of the financial crisis 
and continued even as 
the industry seemingly 
recovered from the 
governance failures of the 
previous decade.

For investors, the continued 
fines and litigations should 
continually serve as notice 
for increased stewardship 
of investments as well.  
Over the past decade, Wells 
Fargo received few signs 
from its investor base 
that there was perceived 
discontentment.  All 
governance failures are 

BAnkS

A review of the Wells Fargo’s board of directors 
shows some classic areas of concern that should 
have led to a higher level of investor engagement 
in recent years.  

Over-boarding is a governance term to describe 
directors who serve on multiple boards, typically 
in addition to being employed in a full-time 
position.  SBA proxy voting guidelines state that 
over-boarding generally occurs for a director 
who serves on more than three company 
boards and who is employed in a full-time 
position.  Directors with significant outside 
responsibilities, such as serving as CEO of a 
public company, should not exceed one external 
board membership.  Guidelines vary by investor, 
but the SBA’s over-boarding standard is generally 
a more stringent policy than adopted by many 
investors or proxy research providers. 
However, studies such as the NACD Public 

Company Governance Survey have shown that a 
typical directorship can take over 250 hours of 
active, committed work, making effective oversight 
on multiple boards difficult to achieve properly.  
And the time commitment for directors at major 
financial institutions has only increased since 2008.

As of the 2016 annual meeting, Wells Fargo’s 14 
independent directors served on a total of 24 
external board memberships.  Four of the Wells 
directors served on an additional three public 
company boards.  Meanwhile, Chairman and CEO 
John Stumpf served on the boards of Chevron and 
Target, in addition to his duties at Wells Fargo.  The 
average number of outside board seats held by 
CEOs of S&P 500 companies is 0.6 (as noted by the 
Spencer Stuart Board Index).  

Governance Red FlAGS: Overboarding & Combined CEO/Chair

SBA VOTES AGAINST BANK DIRECTORS
2010 2011 2012 2013 2014 2015 2016 Average

Wells Fargo 31% 43% 27% 29% 7% 13% 19% 24%

Bank of America 15% 15% 17% 15% 0% 38% 8% 16%

JP Morgan 18% 27% 9% 36% 0% 0% 0% 13%

Average for year 22% 29% 17% 27% 2% 17% 9%

much clearer in hindsight, but a key 
goal for investors should be to pro-
actively seek out which governance 
shortcomings tend to allow for 
misalignment of incentives and 
the encouragement of excess (i.e. 
excessive remuneration, risk taking, 
rule-breaking or even fraudulent 
behavior.)
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MAJOR BANK FINES SINCE 2009

company
total 

settlements
sums paid 
($ Billions)

Bank of America 34 $77.09 

JPMorgan Chase 26 $40.12 

Citigroup 18 $18.39 

Wells Fargo 10 $10.24 

BNP Paribas 1 $8.90 

UBS 8 $6.54 

Deutsche Bank 4 $5.53 

Morgan Stanley 7 $4.78 

Barclays 7 $4.23 

Credit Suisse 4 $3.74

Source: Keefe, Bruyette & Woods
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SETTInG  
incEntiVEs

EFFECTIVE 
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OCTOBER 20, 2016

real consequences.  What does it 
mean for a firm to profess to putting 
the customer first, if employees 
are compensated and promoted 
regardless of what’s good for 
customers?  Or, worse, if they are 
not held to account for activities 
that can harm customers?  If we 
focus on nothing else in today’s 
conference, let’s explore how best 
to structure incentives and reinforce 
accountability to align with core 
purposes and first principles.

To put it very simply, incentives drive 
behavior, and behavior establishes 
the social norms that drive culture.  
If the incentives are wrong and 
accountability is weak, we will get 
bad behavior and cultures.  

This implies a role for both firms 
and supervisors.  Firms need to 
continually assess their incentive 
regimes so that they are consistent 
with good conduct and culture.  
When they are not consistent, the 
incentives need to be changed. 

O
n October 20, 2016, William 
Dudley, President and CEO 
of the Federal Reserve Bank 
of new york presented the 

opening remarks at the bank’s conference 
dedicated to “Reforming Culture and 
Behavior in the Financial Services Industry: 
Expanding the Dialogue.”  Dudley noted 
the recent conduct that has occurred in 
investment banking, securities market 
activities, as well as in retail banking, has 
eroded the industry’s trustworthiness. It 
was stressed that proper incentives lead 
to superior outcomes.  The workshop was 
the third held by the ny Fed, and continues 
to address key issues facing the industry 
and investors.

The following are key excerpts from 
President Dudley’s remarks:

The evidence is pervasive that deep-
seated cultural and ethical problems have 
plagued the financial services industry in 
recent years.

verification—whether through regulation 
or internal controls—is an expensive 
substitute for trustworthiness. The 
industry’s shared norms—its culture—
will not change by mere exhortation to 
the good, whether from me or from the 
industry’s CEOs.  In my experience, people 
respond far more to incentives and clear 
accountability than to statements of 
virtues and values.  The latter are worthy 
and necessary, but remain aspirational 
or even illusory unless they are tied to 

“Supervisors should also play a role in assessing firms’ in-
centive structures.  For example, they should evaluate: How 
is compensation determined?  In particular, is questionable 
conduct such as compliance violations consistently reflected 
in decisions about compensation and promotion? Do risk man-
agers have the appropriate authority to challenge frontline 
revenue producers and prevent activity that is questionable?  
When that occurs, are there appropriate negative conse-
quences for the frontline revenue producers? When people 
speak up to point out potential conduct issues, how are they 
treated?  Are they held up as examples to emulate, or are they 
discouraged or even penalized? The answers to these ques-
tions should indicate whether incentives must be changed in 
order to foster the appropriate behaviors and culture.”  

William C. Dudley

President and CEO of the Federal Reserve Bank of New York

October 20, 2016
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Bank of America (United States)
On September 18, 2015, SBA staff voted 21.7 million shares in accordance with 
proxy voting guidelines, voting against the management proposal to ratify the bylaw 
amendments previously made by the Bank of America board in late 2014. Although 
the SBA governance policies support the principle of seeking investor ratification 
of material bylaw amendments, the earlier structure of the bank’s bylaw governing 
board leadership did not adequately represent direction from its investor base and 
effectively overturned prior investor input received in 2008. 

The decision by the board in the Fall of 2014 to unilaterally amend the bylaws [recom-
bining the CEO and Chairman roles] did not appear to be the outcome of any com-
prehensive investor outreach or engagement effort, and could be viewed as a clear 
breach of the previous shareowner voting franchise. Importantly, during the tenure 
of the current management team, both the short and long-term stock performance 
of the company has lagged its direct financial peers as well as broad stock indices, 
with some recent positive improvement. Voting investors did ultimately support the 
management-proposed bylaw change at the September 18th meeting, and the com-
pany is expected to retain the combined CEO/Chair governance structure, at least in 
the short term. SBA staff had concerns that the recombination of the CEO and Chair 
roles may not be in the best interest of all shareowners at the time the changes was 
made. In early 2016, staff had constructive dialogue with members of executive man-
agement and the board and are cautiously optimistic about the bank’s governance 
practices.

highlighted
PROXY
VOTES
The SBA’s proxy voting guidelines 
reflect its belief that good corporate 
governance practices will best serve 
and protect the funds’ long-term 
investments.

The SBA makes informed and independent voting 

decisions at investee companies, applying due 

care, intelligence, and judgment. The SBA makes 

all proxy voting decisions independently, casting 

votes based on written, internally-developed 

corporate governance principles and proxy voting 

guidelines that cover all expected ballot issues. 

Every voting policy is reviewed and approved 

by the SBA’s Investment Advisory Council and 

Board of Trustees on an annual basis. The SBA 

ordinarily seeks to exercise all voting rights tied 

to its investments.

Biglari Holdings, Inc. (United States)
On April 7, 2016, the SBA withheld support from the entire board of directors due to 
systemic governance deficiencies including related party transactions with the CEO, 
poor compensation design, and the controlled status of the company. Last year, 
the board approved amendments (without shareowner consent) to the company’s 
bylaws that removed the right of shareowners to call a special meeting, replaced the 
company’s majority vote standard with a plurality standard (with majority resignation 
policy), adopted an exclusive forum provision, adopted advance notice provisions 
pursuant to which meeting adjournments or postponements will not reset notice 
periods for items to be brought before the meeting, and removed a requirement that 
the annual meeting be held in February. These changes were not in the shareowner’s 
best interest. Finally, the SBA voted against the company’s executive compensation 
practices, and SBA supported a shareowner resolution to split the CEO and Chairman 
roles. Over the last 5 years, the company’s stock price has significantly underperformed  
its direct peers and trailed the S&P 500 stock index by over 40 percent cumulatively.

BP Plc (United Kingdom)

On April 20, 2016, the SBA voted against the firm’s remuneration report and also 
withheld support from a single director. Simultaneous to the company’s record 
annual loss of over $5 billion in 2015, Executive Directors received maximum bonuses 
for the year. As a result of the significant disconnect between pay and performance, 
BP’s compensation practices were rejected by close to two-thirds of all voting 
shareowners, making this the first shareowner rejection over pay at BP. Despite the 
strong opposition, Chairman Carl-Henric Svanberg said the company wouldn’t adjust 
pay for 2015. The SBA also voted against the company’s pay practices at last year’s 
annual shareowner meeting.

Bombardier (Canada)
On April 29, 2016, the SBA supported the full board slate but opposed two 
compensation items on the company’s proxy. The company received sharp criticism 
from the British Columbia Investment Management Corporation (“bcIMC”), which 
pursued a withhold campaign (“just vote no”) against the representatives of the 
Canadian company’s founding family. The bcIMC, British Columbia’s main pension 
fund, was concerned with the Bombardier-Beaudoin family, which controls more 
than 53 percent of Bombardier’s voting shares, and opposed the re-election of five 
directors up for election. Other investors—including the SBA, the Canada Pension Plan 
Investment Board (CPPIB) and the Ontario Teachers’ Pension Plan (OTPP)—have been 
critical of the company’s maintenance of a dual-class share structure and supported a 
shareowner proposal to require the company to separately disclose voting results on 
all resolutions by class of shares.
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DIRECTOR TURNOVER

Directors, failing to receive 50% support.
Rejected directors actually removed from board.
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Exxon Mobil Corporation (United States)
On May 17, 2016, the SBA voted to support several investor proposals: 1) implement 
a proxy access mechanism (allowing shareowners to nominate their own directors); 
2) require an independent chair structure; 3) provide additional reporting on lobbying 
activities; and 4) provide additional information about the impact that climate change-
related regulations, including those aimed at limiting global temperature increases 
to 2° Celsius, might have on the company and its operations. The SBA voted against 
several investor proposals: 1) requiring a director nominee to have environmental 
experience; 2) seek a sale of the company; 3) disclose detailed employment 
information by gender; and 4) increase dividend payments and share buybacks due 
to climate change risks. Lastly, support was withheld from two director nominees due 
to concerns with over-boarding, having service on numerous boards in excess of SBA 
policy thresholds.

Comcast Corporation (United States)
On May 9, 2016, the SBA voted to support the independent chair resolution at the 
company. Although there were no clear performance deficiencies over short or long-
term time periods, there was clear evidence of problematic governance practices 
in the firm’s executive compensation framework, capitalization structure (dual class 
shares), and moderate levels of director over-boarding. SBA staff also supported 
resolutions on political contribution reporting, a prohibition of accelerated stock 
vesting, and a recapitalization proposal to eliminate the firm’s 100-to-1 share class.

Green Dot (United States)
On May 23, 2016, the SBA supported the Harvest Capital dissident slate of board 
nominees to replace three of the nine current board members at Green Dot, including 
the current Chair/CEO/President. Green Dot has underperformed its peer group by 
approximately 20 percent over the past year and approximately 34 percent over the 
past five years, in addition to having historical compensation misalignment, a classified 
board, and other governance concerns. The company is in the financial-tech field and 
describes itself as a “pro-consumer technology bank holding company that provides 
personal banking for the masses.” Harvest capital owns 9.4 percent of Green Dot 
but does not consider itself an activist investor—its only other board nomination at 
a company was in 2011. Harvest’s three nominees have strong industry experience, 
and Green Dot has proposed adding one of the nominees, George Gresham, to its 
board.

iRobot Corporation (United States)
On May 20, 2016, the SBA voted to support two dissident nominees to the board 
of directors of iRobot, makers of the popular Roomba vacuuming robots. Red 
Mountain Capital Partners, owner of 6.5 percent of the outstanding shares of 
iRobot, attempted to gain two board seats and influence corporate strategy and 
improve the performance of the company. Red Mountain is an active owner with 
significant shareholdings in a concentrated portfolio of small public companies. 

This was the first time that Red Mountain pursued a proxy contest at a public company. Red Mountain is 
concerned with the firm’s low return on invested capital and high weighted average cost of capital (WACC).  In 
a May 18th filing with the SEC, Red Mountain stated, “In our view, the chronic underperformance of iRobot’s 
stock price since its IPO reflects the fact that the Company’s ROIC is too low and its WACC is too high. This has 
resulted in a declining valuation notwithstanding increases in revenue and earnings. This can only be addressed 
by disciplined capital allocation in which ROIC is emphasized and WACC is reduced through an efficient balance 
sheet and the return of excess capital to shareholders. The Company’s executive compensation plan must 
contain metrics that reward improvements in ROIC and Total Shareholder Return (“TSR”), not just increases in 
revenue and operating income.” The two leading proxy advisors Glass Lewis & Co. and Institutional Shareholder 
Services both recommended that iRobot shareowners support Red Mountain’s nominees. In its analysis, 
Glass Lewis concluded, “…we believe investors have been presented sufficient cause to support the degree of 
minority change promoted by Red Mountain…” ISS concluded, “[Red Mountain has] made a compelling case for 
change, and nominated candidates with skills and experience manifestly well-tailored to effecting the necessary 
change...” Both proxy advisory firms expressed a point of view that the Board could do a better job with respect 
to capital allocation, cost management and governance. Red Mountain launched the proxy contest in February 
despite the sale of iRobot’s defense and security business, which was one of its main demands. Shares in the 
company have risen in value by 72 percent over the last 12 months ending through November 2016.



In stark contrast to similar practices in the U.S., the competing slates of directors 
and ballot items offered by management and dissident investors are included by the 

corporation in its meeting materials for the shareowner meeting, there is no legal 
requirement for the dissident to file with German regulators, nor are dissident investors 

allowed to disseminate any separate proxy materials to other shareowners.
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For the August 26, 2016 shareowner meeting (lasting over 14 hours) the SBA 
voted shares in a rare vote for the German equity market at drug maker Stada 
Arzneimittel AG. An activist investment manager, Active Ownership Capital (AOC), 
sought to remove four incumbent directors from the supervisory board including 
both its Chairman and Vice-Chairman. AOC typically takes minority positions in 

small and mid-sized companies in Europe and works to improve their performance. The dissident investor’s 
efforts were supported by a second activist manager, Wyser-Pratte Management, which has an extensive track 
record in targeting firms in France and several other European countries. The company’s performance has 
been relatively poor compared to its direct peers across several metrics, leading the SBA to support half of 
AOC’s director proposals. One market observer noted that Stada’s underperformance was attributable in part 
due to its Supervisory Board lacking the required industry and business skillset to oversee the company during 
a period global growth and evolution. The new nominees were viewed to improve the supervisory board’s 
independence, lower its average director tenure and strengthen overall industry experience. 

Stada Arzneimittel AG (Germany)Apple, Inc. (United States)
On February 22, 2016, the SBA voted in favor of the majority of ballot items and 
voted against a majority of shareowner proposals at Apple, Inc., which is the 
largest single public equity investment owned within the FRS. SBA staff voted 
against two director nominees due to concerns about over-boarding (service on 
a high number of outside boards). The SBA voted against the company’s omnibus 
executive compensation plan due to poor design and incorporation of accelerated 
vesting provisions. The SBA did vote in favor of one shareowner proposal, aimed at improving the structure 
of its recently implemented proxy access mechanism. The proposal would have removed the limitation on the 
number of shareowners owning at least 3 percent of the shares for three years to nominate the greater of 
two directors or 25 percent of the board. Apple’s current proxy access process limits the number of investors 
allowed to aggregate their share ownership at 20 investors. The shareowner proposal did not pass despite 
support from several large investors and the recommendations of the two leading proxy advisors, Institutional 
Shareholder Services (ISS) and Glass, Lewis & Co.

Facebook (United States)
On June 15, 2016, the SBA voted its 4.1 million shares of Facebook, Inc. in accordance 
with SBA voting policies. The SBA withheld support from several directors due to 
concerns surrounding the proposal to establish a new class of non-voting stock 
not in the best interests of shareowners; specifically, director members of the 
Special Committee overseeing the reclassification proposal did not adequately 
perform their duties. The SBA voted against several executive compensation-

related management proposals tied to the reclassification ballot item, and also voted against several director 
compensation items required by prior investor litigation. Most notably, the SBA voted against a management 
proposal to establish a new Class C capital stock (i.e., “triple-class” stock structure) and related management 
proposals. Several investor proposals were supported—all advisory—improving reporting of board oversight 
of political contribution and lobbying practices, improving gender pay disclosures, improving sustainability 
reporting, and a proposal to recapitalize all stock to have a one-share/one-vote structure. The SBA voted with 
management on all remaining items, including the external auditor and the company’s executive compensation 
practices. As noted by one of the SBA’s external proxy advisors, “While the company formed a special committee 
of independent directors when evaluating the company’s new capital structure [sic] as discussed in Item 7A, 
the committee failed to faithfully represent the interests of the holders of Class A stock in negotiating a self-
interested transaction that was brought to the board by the controlling shareholder. Though the company has 
presented shareholders a proposal to create a new class of stock, there is no approval carve-out requiring 
majority support of Class A shareholders.” Nonetheless, given our general opposition to unequal voting rights 
and the likelihood that the gulf between economic and voting rights will only expand over time under this new 
structure, we find the reclassification (and the board’s complicity in approving it) to be, from a governance 
perspective, detrimental to shareholders, not to mention unnecessary given the existing voting structure. 
Despite the inevitable approval of the reclassification due to Mr. Zuckerberg’s control, we believe shareholders 
should voice their discontent with the change.”

These efforts are unusual in German equity markets, due at least in part by unique board structures and relatively 

docile domestic investors. But as the percentage of companies owned by foreign investors continues to climb, now 

standing at a little over half of the total DAX index’s market value, pressure mounts to improve performance. Proxy 

contests have not been common in Germany due to the country’s widespread use of dual board structures—whereby 

both a Management Board (“Vorstand”) comprised of executive directors and a Supervisory Board (“Aufsichtsrat”) 

comprised of non-executive directors provide the firm’s corporate governance. As one U.S. law firm notes, “In 

Germany, where the rights of shareholders are not supreme and the interests of various constituencies, including 

those of employees, are protected by various codetermination laws and represented through the two-tiered board 

structure, it may be more difficult to convince shareholders to be sympathetic to an activist’s cause.” The SBA also 

voted against the company’s remuneration system due to outsized levels of pay coupled with poor disclosure and 

insufficient independence on the compensation subcommittee. Shortly after the proxy vote, the company reported 

that its Chairman was ousted and five new members had been appointed to the supervisory board. The pay plan 

was also voted down by shareowners during the marathon meeting, receiving approval from only 1 in 4 of Stada’s 

investors. Surprisingly, none of the director nominees received a majority level of support, an issue that Active 

Ownership Capital is pursuing legally. AOC argues in its litigation against a provision in Stada’s articles of association 

used to name the incumbent directors as winners in the vote. Although Stada’s stock price has performed well over 

the last year, primarily on speculation of a potential takeover, investor concerns about accounting opacity and poor 

governance practices have continued to weigh on management. Wyser-Pratte Management itself has voiced publicly 

the company should be sold to private equity firm CVC Capital Partners. 



None of the seven director nominees up for re-election to the board 
received a majority level of support from investors. Each director received 

less than 38 percent support from shareowners, one of the lowest 
aggregate support levels for any U.S. company in history. 
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HISTORICAL SUBMISSION OF PROxy ACCESS SHAREOWNER SOLUTIONS

Number of proxy access Resolutions Submitted
Number of Resolutions receiving greater than 50% support

Source: Council of Institutional Investors (CII); Institutional Shareholder Services (ISS) Governance Exchange.
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Ashford Hospitality Prime (United States)
For their June 10, 2016 meeting, the SBA voted against the full board of Ashford 
Hospitality Prime, a real estate investment trust (REIT), due to material concerns 
surrounding director qualifications, related party transactions, and poor long-term 
performance. The company has made substantial investments in a hedge fund run 
by the CEO and also made contractual arrangements to use the same fund to provide 
administrative and asset acquisition services for the REIT. Shortly after the dissident 
investor campaign was made public, the REIT’s board approved the issuance of nearly 4.4 million “penny-
preferred” shares with voting rights, representing 13.3 percent of the company’s voting shares. These new 
preferred shares were distributed to holders of units in the company’s operating partnership. The firm also 
successfully sued its 3rd largest shareowner, Sessa Capital, in an attempt to block a proxy contest. Most 
investors view the firm’s executives as conflicted and believe the full board has not fulfilled its fiduciary 
responsibility to shareowners. 

John Petry, Sessa Capital’s principal investment officer, stated, “We believe this is the first time that stockholders 

holding a majority of the outstanding stock of a New York Stock Exchange company withheld votes from an entire 

board of directors.” Common in such scenarios, directors are required to submit their resignation given the low 

voting support. Unfortunately, the board typically does not accept such offers of resignation and the same director(s) 

are nominated anew to serve on the board. Ashford’s Nomination Committee refused to accept the directors’ 

resignations and all directors remain on the board. 

Ultratech (United States)
On July 19, 2016, the SBA voted the dissident proxy card in support of all nominees. 
Neuberger Berman, the company’s 4th largest shareowner, launched a proxy con-
test at Ultratech in March, ultimately winning two seats on the board. Just days after 
the contested election, the firm announced efforts to complete a $60 million share 
buyback plan, originally approved in 2014. In the three years ending July 19th, the 
company’s stock price had decline by almost 15 percent. In a little over two months 
since the new directors were elected to the board, the share price has declined by  
a little over 5 percent.

Volkswagen (Germany)
For the June 22, 2016 shareowner meeting, the SBA voted all of its shares against 
the members of the German carmaker’s supervisory and management boards. 
The SBA also supported shareowner proposals submitted by German shareowner 
association DSW and by the Luxembourg-based investor advisory firm Deminor 
Recovery Services asking for the launch of an external investigation in Volkswagen’s 
boards’ oversight of the 2015 emissions scandal. Both investor proposals seek to 

determine whether the members of the boards acted in breach of their fiduciary duties. The SBA supported a 
ballot item approving the distribution of income and dividends to ordinary and preferred shareowners, despite 
the company’s continued financial struggle. It was reported that members of the Porsche and Piech families, 
which control about 52 percent of Volkswagen’s voting shares, signaled their opposition to the dividend payout. 
And British activist investor The Children’s Investment Fund Management (TCI) recently launched a campaign 
for a reduction in Volkswagen’s labor costs and for a review of the carmaker’s management compensation 
policies, which the firms has since promised to evaluate further. Shares in the German carmaker have lost 
approximately a tenth of their value over the last 12 months ending in November.

In late Summer 2016, Ashford Hospitality Prime announced plans to reform its corporate governance framework in 

response to the historic vote of no confidence across all incumbent directors. As part of the governance reforms, the 

board has agreed to adopt a majority voting standard in the election of directors, adopt a proxy access mechanism, 

and several other adjustments to its executive compensation structure. The board demoted the CEO and will also 

appoint two new directors. Since the inception of being a publicly-traded company, Ashford lost 31 percent of its 

value through the date of the last shareowner meeting. Since mid-June, the company’s market capitalization has 

decline by almost 11 percent through November 2016. Ashford is currently entertaining a takeover offer from the 

Weisman Group. In late October 2016 Ashford’s CEO announced the intention to pursue a defamation lawsuit 

against Sessa Capital, alleging the activist fund made false statements about company management. Then in early 

November 2016, the company named a new CEO and recommitted to make governance improvements including 

the separation of CEO and Chairman roles. 
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Active
 engagement...

The SBA actively engages portfolio companies throughout 

the year, addressing corporate governance concerns and 

seeking opportunities to improve alignment with the interests 

of our beneficiaries. Highlights from the 2016 proxy season 

included the continued record adoption of proxy access by U.S. 

companies, record high votes of dissent on pay packages for 

executives in the United Kingdom, and strong gains in the level 

of independence among Japanese boards of directors. The chart 

below provides total meeting counts for each market in which 

the SBA has invested and cast proxy votes during the most 

active quarter of the full fiscal year ending June 30, 2016.

Most of the annual 
voting activity takes 

place during the 
second quarter, with 
heavy volume in the 

United States, Japan, 
Canada, Taiwan, and 
the United kingdom. 

VOTING PROCESS

o ur proxy voting process begins with a review of a company’s 
corporate governance practices, analysis of specific 
meeting issues and director/management performance 
based on data from our research providers, and adherence 

to the SBA’s corporate governance principles and proxy voting guidelines. 
votes were cast in 81 countries, with the top five countries comprised of 
the United States (2,913 votes), Japan (1,251), India (470), Taiwan (416), 
and the United Kingdom (409). 

Across all voting items, the SBA voted 76.5 percent “For’’, 20.2 percent 
“Against”, 3.1 percent “Withheld”, and 0.2 percent “Abstained” or “Did not 
vote” (due to various local market regulations or liquidity restrictions 
placed on voted shares). Of all votes cast, 22.2 percent were “Against” the 
management-recommended-vote (up from 19.4 percent during the same 
period last year). Among all global proxy votes, the SBA cast at least one 
dissenting vote at 7,689 annual shareowner meetings, or 74.6 percent of all 
meetings; this level was virtually identical to the rate experienced during the 
previous fiscal year.

Under no circumstances can 
you convince me that an 

individual can simultaneously 
serve on the boards of seven 
publicly traded corporations 

(as well as be the CEO of 
one of those companies) 

and effectively represent the 
interests of the shareholders 

Mark Rogers
Founder and Chief Executive of BoardProspects.com
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interaction among global shareowners and groups of 
institutional investors can be very effective in dealing 
with significant governance topics and regulatory 
changes. the sBa encourages all investors to act 
collectively as appropriate and where this would assist in 
advancing beneficiary or client interests, taking account 
of relevant legal and regulatory constraints. the sBa 
routinely interacts with other shareowners and groups of 
institutional investors to discuss significant governance 
practices, collaborate on issues involving specific firms, 
and address important legal and regulatory changes 
globally. 

Council of Institutional Investors (CII) is a nonprofit association of pension funds, other employee benefit funds, 

endowments, and foundations with combined assets that exceed $3 trillion. CII describes its role as a leading voice 

for effective corporate governance and strong shareowner rights. The Council also promotes policies that support effective 

corporate governance and shareowner rights. In comment letters and dialogues, in speeches and on advisory panels, CII 

backs sensible policies that foster transparency, responsibility, accountability and market integrity. CII accomplishments 

during the 2016 fiscal year included progress on several key issues aligned with SBA governance objectives. In early August, 

the Council of Institutional Investors sent letters to almost 200 large-capitalization U.S. companies with plurality voting 

standards. The Council letters encourage each firm to adopt majority-voting standards—requiring a simple majority of 

The coordinated effort of investors with a 

common emphasis on improving corporate 

governance practices has continually provided 

results beneficial for long-term shareowners.
Council of Institutional Investors

ENGAGEMENT

OUR PARTNERS

Intl. Corp. Governance Network Hermes Equity Ownership Services

GLOBAL 
INVESTOR 
ASSOCIATIONS

Collective

Asian Corp. Governance Network

shareowners to approve a director’s election to the board. While most large companies elect directors by majority vote, 

thousands of smaller companies still use plurality voting. In the letter, Council Executive Director Ken Bertsch wrote that 

with plurality standards, uncontested directors can “win elections upon receiving one favorable vote.” The SBA’s corporate 

governance and proxy voting guidelines strongly supports the use of legally-binding majority voting election standards 

across all public equity markets.

The International Corporate Governance Network (ICGN) is an investor-led organization of governance professionals with 

a mission to inspire and promote effective standards of corporate governance to advance efficient markets and economies 

world-wide. ICGN focuses on three core activities: 1) influencing policy by providing a reliable source of practical knowledge 

and experiences on corporate governance issues, thereby contributing to a sound regulatory framework and a mutual 

understanding of interests between market participants; 2) connecting peers and facilitating cross-border communication 

among a broad constituency of market participants at international conferences and events, virtual networking and through 

other media; and 3) informing dialogue among corporate governance professionals through the publication of policies and 

principles, exchange of knowledge and advancement of education world-wide. During the fiscal year, SBA staff was elected 

to the ICGN Board of Governors.

The Asian Corporate Governance Association (ACGA) is an independent, non-profit membership organization dedicated 

to working with investors, companies, and regulators in the implementation of effective corporate governance practices 

throughout Asia. ACGA was founded in 1999 from a belief that corporate governance is fundamental to the long-term 

development of Asian economies and capital markets.

During the 2016 fiscal year, the SBA continued its partnership with Hermes Equities Ownership Services (EOS), a major 

engagement service provider, to facilitate international engagement and provide research on relevant companies and global 

markets of interest. Since 2012, the SBA has used Hermes EOS to support ongoing engagement activities globally for selected 

issuers with high priority concerns such as poor performance and governance or other ESG rating dimensions. Hermes EOS 

is a subsidiary of Hermes Investment Management, an active asset manager with responsible investing as its core business. 

Hermes EOS helps long-term institutional investors around the world meet their fiduciary responsibilities and become active 

owners of public and private companies through engagement and voting specialties.

SBA Partner Organizations

Asian Corporate Governance Association 
(ACGA)

Carbon Disclosure Project

Ceres / Investor Network on Climate Risk

Council of Institutional Investors (CII)

Global Peer Exchange

International Corporate Governance Network

Hermes equity ownership service (EOS)

Project for Institutional Investors
Harvard Law School

Society of Corporate Governance

The Conference Board



The ownership pattern of stocks has 
undergone tremendous shifts in the last 
100 years. In the early 1900s, most stocks 
were owned by individuals, not financial 
intermediaries and banks, and index funds, 
used widely today by retirement savers, 
had not even been conceived of yet. The 
ownership of stocks was concentrated among 
a relatively small group of wealthy  investors 
who tended to be geographically close to their 
investments. This was ideal for monitoring 
their investments, attending annual meetings, 
and exercising their voting rights. At the annual 
meetings, an investor could make a proposal 
for the board or company, and it would be 
discussed and voted on, there and then. 

After the market collapse during the Great 
Depression, the Securities and Exchange 
Commission (SEC) was created to make sure 
that information disclosed by companies was 
sufficient, fairly disseminated and accurate. As 
ownership of stocks became broader and more 
dispersed, the SEC recognized the need for a 
universal mechanism for exercising ownership 
rights and created rules for voting by proxy, 
with the specific intent of replicating the rights 
of investors at the annual meeting for those 
unwilling or unable to attend. The rules by 
which an investor may make a proposal were 
developed and are now known collectively as 
Rule 14a-8.

For the most part, these procedures have 
allowed for shareowners to effectively 
participate in annual meetings and 
exercise their voting rights that come with 
commensurate ownership. Shareowner 
proposals made under Rule14a-8 and 
delivered to investors via annual meeting 
proxies represent an effective way for 
investors to communicate with each other in 
the shareowner base and collectively work 
together to make changes to companies to 
improve governance, performance and risk 
management.

Some companies and recently the Business 
Roundtable have called for changes to the 
proxy proposal rules under 14a-8. Some 
companies argue that the proposal process is 
too lenient and easy to abuse. The Business 
Roundtable has charged that the $2,000 
ownership threshold and one-year required 
holding period are too low. In a recent report 
titled “Responsible Shareholder Engagement 
and Long-Term Value Creation: Modernizing 
the Shareholder Proposal Process”, they 
question the relationship between the investor 
and the legal proxy acting on the investor’s 
behalf, a choice some investors make when 
they appoint someone to present the proposal 
on their behalf. 
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The Business roundtable wants to introduce onerous 
and unnecessary changes to current Sec regulations. In 

practice, the rule already contains overly prescriptive 
elements that put significant burden on shareowners.

improving
rule 14a-8 

doeS it need to be 

chAnged? 

REsolUtions oMittED
one in Seven propoSAlS Submitted Are omitted under 
14A-8 ruleS And never AppeAr in the proxy; one in Six 

propoSAlS receiveS A mAjority of voteS in Support.



The report cites companies that say they 
encounter tremendous difficulties and costs 
associated with meeting with proposal 
proponents, seeking to exclude the proposal 
under Rule 14a-8, and preparing opposition 
statements. They have proposed a significant 
increase in the valuation of stock required 
to become eligible as an investor to submit 
a shareowner proposal (between 0.15 and 3 
percent of shares outstanding) and a three-
year holding period. They have also called for 
increased scrutiny of the proponent of the 
proposal by espousing significant disclosures 
concerning the proponent’s intentions, goals 
and interest in making the proposal. They’ve 
proposed limits on the use of images in the 
proponent’s supporting statements, further 
increasing the thresholds for resubmitted 
proposals, and substantially revising Rule 14a-
8 to make it easier for companies to omit some 
proposals from the proxy and preventing a 
shareowner vote.

Investors on the other hand have argued 
that the proposal process has been too 
easy for companies to abuse. There are a 
number of criteria under Rule 14a-8 under 
which the company can seek assurance from 
the SEC in the form of a “no- action” letter 
that would allow the company to exclude 
a shareowner proposal from the proxy and 
ensuing shareowner vote. Companies often file 
for no-action relief under the rule, and claim 
omission applies under as many as three to 
four different rationales. 

In light of these concerns, SBA staff examined 
data collected by ISS from the SEC filings of no-
action requests for the calendar years of 2013-
2015. Companies used Rule 14a-8 to challenge 
nearly one-third of shareowner proposals 
submitted during this time period. About half 
of those challenged proposals were omitted 
from the proxy. 

It’s important to consider this information in 
the context of what the Business Roundtable 

concludes in its report. First, an average of just 
over 500 shareowner proposals go to a vote 
each year. Considering that there are a variety 
of corporate governance issues that would 
individually require a proposal and vote and 
that there are over 3,000 public companies in 
the Russell 3000 (an index representing about 
98 percent of the investable U.S. public equity 
market), that’s an average of only one in six 
U.S. companies receiving one shareowner 
proposal per year. Second, about 16% of these 
proposals receive a majority support, so clearly 
many proposals concern issues that investors 
feel are important. Even proposals with fairly 
low support in one year can quickly build 
momentum to becoming majority-supported 
proposals in the next, as happened with proxy 
access proposals a few years ago. 

The Business Roundtable alleges that vast 
amounts of corporate time and resources go 
into combating these proposals, but there 
isn’t a clear rationale as to why. Nearly every 
single proposal submitted is precatory, 
or legally non-binding on the company. It 
serves merely as an opinion measurement to 
inform the company on how shareowners in 
aggregate feel about a particular issue. There 
is no mandate for companies to implement 
a proposal, and certainly no requirement to 
challenge a proposal at the SEC by requesting 
a no-action letter, so any response costs to 
a shareowner proposal could be nearly zero 
(no more than a typical engagement call with 
investors, which is quite commonplace) and 
are in complete control of the company. In 
light of this, it’s somewhat concerning that 
nearly one-third of proposals are challenged 
by companies, often on very shaky standing. 
Nearly 19% of proposals that receive a vote 
were challenged.

On the other hand, investors often encounter 
significant, unavoidable costs associated with 
making a proposal. The investor is required 
to present the proposal in person (or hire/
delegate a representative) which can entail 

significant travel costs. Meeting attendance 
costs can be significant, and if the proponent 
does not attend the meeting to “properly” 
present the proposal, the company may 
automatically omit proposals from the same 
proponent for two years. Unlike decades ago, 
very few investors attend the meetings, so 
there is not commensurate value created by 
forcing attendance of the investor making the 
proposal. Not only do investors not attend 
the meeting, the vast majority of votes are 
submitted before the meeting. Presenting the 
proposal does not inform investors, it does 
not serve to provide more information for 
the voting decision (a supporting statement 
appears in the proxy, limited to 500 words 
for explaining the proposal and its intended 
impact), but it does create a hardship for the 
proponent making the proposal.

The Business Roundtable wants to increase 
proposal ownership requirements and holding 
periods, but the vast majority of proposals 
come from institutional owners with very large 
and long-term holdings or individuals with 
similarly long-term timeframes. 

Some companies have refused proposals from 
large pension funds, including the SBA, for 
technicalities, leaving the proponent to drop 
the proposal or pursue a costly lawsuit to fight 
the improper omission (based on things like 
failing to provide sufficient proof of ownership, 
when ownership proof was in actuality 
supplied). If anything, the 14a-8 process needs 
to be changed to be less onerous on investors, 
not more.

The Business Roundtable and some companies 
want to make it more difficult for investors 
to make shareowner proposals, but many of 
these proposals serve an important role in 
making companies and their boards more 
accountable to investors. We should encourage 
the SEC to modernize certain aspects of the 
14a-8 rules, but the requirement of in-person 
proposal presentation does not belong in 
modern proxy voting.
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Voting sUPPoRt
AverAge Support for voted propoSAlS iS 32.7%
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Sustainability Factors Become Material
The number of shareowner proposals filed on sustainability issues since 1999 has almost tripled. Using recently 

published accounting standards, researchers classified 2,665 shareowner proposals addressing environmental, social 

and governance (ESG) issues as either financially “material” or “immaterial.” The study is one of many that attempt 

to analyze how proposals on material versus immaterial issues affect firms’ subsequent ESG performance and stock 

market valuation. Although the study found that 58 percent of the shareowner proposals reviewed were filed on 

immaterial issues, filing shareowner proposals was indeed found to be an effective method to improve the performance 

of the company. Many such investor proposals do not receive majority levels of support. Nonetheless, the study found 

improvements occurring across both material and immaterial issues, with proposals on material issues associated with 

subsequent increases in firm value. The authors stated, “We show that companies increase performance on immaterial 

issues because of agency problems, low awareness of the materiality of ESG issues, and attempts to divert attention 

from poor performance on material issues.”

SEC Unbundles Proxies

U.S. Department of Labor 

OECD Updates Principles
In early September 2015, the Organization of Economic Cooperating & Development (OECD) and G20 countries released 

an update to its Principles of Corporate Governance. Originally developed by the OECD in 1999 and updated in 2004, the 

2015 revision of the Principles addresses emerging governance issues and globally-recognized benchmarks for assessing 

and improving corporate governance practices. The Principles have been adopted as one of the Financial Stability 

Board’s key standards for sound financial systems and have been used by the World Bank Group in more than 60 country 

reviews worldwide. They also serve as the basis for the guidelines on corporate governance of banks issued by the Basel 

Committee on Banking Supervision. The SBA has incorporated elements of the OECD Principles within its own Corporate 

Governance Principles & Proxy Voting Guidelines.

On October 27, 2015, the SEC issued guidance for mergers and acquisition provisions in the form of a new Compliance 

& Disclosure Interpretation relating to Exchange Act Rule 14a-4(a)(3)’s unbundling of proposals in the context of these 

transactions. Rule 14a-4(a)(3) requires that the form of proxy “identify clearly and impartially each separate matter 

intended to be acted upon.” The SEC’s recent guidance identifies several material governance provisions that are 

frequently involved in merger/acquisition transactions and that substantively affect shareowner rights, and thus 

requires a separate vote by investors including: 1) Classified or staggered boards; 2) Limitations on removal of directors; 

3) Supermajority voting provisions; 4) Delaying the annual meeting for more than a year; 5) Eliminating ability to act 

by written consent; and 6) Changes in minimum quorum requirements. The SEC guidance notes, in contrast, that 

provisions relating to name changes, charter restatements, or other technical amendments would likely be immaterial 

and not require separate voting.

governance
FACtors

In late October 2015, U.S. Labor Secretary Thomas Perez announced new guidance that pension fund fiduciaries 

can properly consider environmental, social and governance (ESG) factors in their investment decisions. 

Interpretive Bulletin 2015-01 (IB2015-01) states that ESG factors may “have a direct relationship to economic 

value” of an investment, and in such cases, “are proper components of the fiduciary’s primary analysis of the 

merits of competing investment choices.” A prior Bulletin issued in 2008 stated that retirement fund managers 

could only incorporate ESG factors in investment decisions in “very rare circumstances.” The Labor Department 

previously addressed issues relating to ESG factors in 1994 in Interpretive Bulletin 94-1 (IB 94-1) and in 2008 in 

Interpretive Bulletin 2008-1 (IB 2008-1). The 2015 Bulletin reverses the 2008 recommendation and also withdraws 

the 2008 guidance. While the Employee Retirement Income Security Act (ERISA) and the DOL Bulletin are only 

legally applicable to corporate and Taft-Hartley (labor) pension funds, the DOL’s interpretation of the scope of 

trustees’ fiduciary duty is relevant and influential to public pension plan trustees, as the elements of fiduciary 

duty are generally consistent under federal and state law. Notably, IB2015-01 clarifies that consideration of ESG 

factors is consistent with fiduciary duty and may even be necessary to satisfy a trustee’s fiduciary duty when the 

ESG factors are likely to have a substantial economic or financial impact on the company or asset in question. 

DOL staff considered IB 2008-01 to have unduly discouraged fiduciaries from considering ESG factors and may 

have dissuaded fiduciaries from pursuing investment strategies that consider ESG factors, even where they are 

used solely to evaluate the economic benefits of investments and identify economically superior investments. IB 

2015-01 confirms DOL’s longstanding view that plan fiduciaries may invest using ESG factors based, in part, on 

their collateral benefits so long as the investment is appropriate for the plan and economically and financially 

equivalent with respect to the plan’s investment objectives, return, risk, and other financial attributes as 

competing investment choices. In its release, the Bulletin states “in some cases ESG factors may have a direct 

relationship to the economic and financial value of the plan’s investment. In such instances, the ESG issues are 

not merely collateral considerations or tie-breakers, but rather are proper components of the fiduciary’s primary 

analysis of the economic merits of competing investment choices.” 
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Cuba & Syria
A The Free Cuba Act of 1993 was passed by the Florida Legislature in accordance with federal law. Chapter 215.471 of the Florida 

Statutes prohibits the SBA from investing in (1)(a) any institution or company domiciled in the United States, or foreign subsidiary 

of a company domiciled in the United States, doing business in or with Cuba, or with agencies or instrumentalities thereof in 

violation of federal law, and (1)(b) any institution or company domiciled outside of the United States if the President of the United 

States has applied sanctions against the foreign country in which the institution or company is domiciled.  Section (2)(a) states 

the SBA may not be a fiduciary with respect to voting on, and may not have the right to vote in favor of, any proxy resolution 

advocating expanded U.S. trade with Cuba or Syria.  In order to comply with this legislation, the U.S. State Department and/or the 

Treasury Department’s Office of Foreign Assets Control (OFAC) are contacted periodically to confirm that no sanctions have been 

implemented.  Since the Act’s inception, sanctions have never been issued against any country.  During the SBA fiscal year ending 

June 30, 2015 there were no shareowner proposals related to expanding trade with Cuba or Syria.

compliance with 
FLoridA LAW

Israel

Iran & Sudan
The Protecting Florida’s Investments Act (“PFIA”) was signed into law on June 8, 2007. Chapter 215.473 of the Florida Statutes 

requires the SBA, acting on behalf of the Florida Retirement System Trust Fund (the “FRSTF”), to assemble and publish a list 

of “Scrutinized Companies” that have prohibited business operations in Sudan or Iran. Once placed on the list of Scrutinized 

Companies, the SBA and its investment managers are prohibited from acquiring those companies’ securities and are required 

to divest those securities if the companies do not cease the prohibited activities or take certain compensating actions. The 

implementation of the PFIA by the SBA does not affect any FRSTF investments in U.S. companies. The PFIA solely affects foreign 

companies with certain business operations in Sudan and Iran involving the petroleum or energy sector, oil or mineral extraction, 

power production or military support activities. To read more about implementation of the PFIA, please see the divestment 

section of the SBA’s website. 

On July 14, 2015, the P5+1 countries of the United Nations reached an agreement seeking to limit Iran’s nuclear program and 

to relieve certain nuclear-related sanctions currently imposed on the country. October 18, 2015 was “Adoption Day” under the 

agreement, known as the Joint Comprehensive Plan of Action (JCPOA), and noticed participating countries to prepare for future 

sanctions relief, subject to IAEA verification.  On June 8, 2016, the U.S. Treasury Department’s Office of Foreign Assets Control 

(“OFAC”) updated its guidance and added frequently asked questions regarding the scope of U.S. sanctions on Iran after the 

implementation of the Joint Comprehensive Plan of Action.

Northern Ireland
The MacBride Principles consist of nine fair employment principles that serve as a corporate code of conduct for U.S. companies 

doing business in Northern Ireland. The SBA is subject to s. 215.4702 Florida Statutes, which directs the SBA to notify publicly 

traded companies of support for the MacBride Principles, inquire regarding the actions a company has taken in support of or 

furtherance of the MacBride Principles, and encourage publicly traded companies with certain business operations in Northern 

Ireland to adopt the Principles. In addition, the SBA supports the MacBride Principles through its proxy voting authority. 

On September 23, 2016, the SBA sent letters to all companies identified with business operations in Northern Ireland. The SBA 

requested companies to describe actions taken in support of the MacBride Principles, and encouraged publicly traded companies 

in Northern Ireland to adopt the MacBride Principles if they have not already done so. With respect to voting, the SBA continues 

to support any proxy resolution advocating the elimination of ethnic or religious discrimination practices in Northern Ireland. 

During the SBA fiscal year ending June 30, 2016, there were no shareowner proposals related to Northern Ireland and the 

implementation of the MacBride Principles. 

As of September 2016, corporate research from IW Financial identified the direct involvement of 163 publicly traded companies in 

Northern Ireland; indirect involvement of 17 publicly traded corporations; and prior involvement of 41 corporations that ceased 

operations between 2009 and 2016. Among the 163 companies with currently identified direct business operations in Northern 

Ireland, 51 companies have formally implemented the MacBride Principles as part of the company’s general operating policies 

and 7 companies are exempt from MacBride compliance (having 10 or fewer employees). Most of the remaining companies have 

adopted affirmative action policies covering their employment practices.

In 2016, the SBA was directed by Chapter 215.4725 of the Florida Statutes to create a “scrutinized companies” list composed of 

companies that participate in a boycott of Israel, including actions that limit commercial relations with Israel or Israeli-controlled 

territories. The SBA is prohibited from acquiring direct holdings of the companies on this list. The law requires the SBA to use best 

efforts in identifying companies that boycott Israel, publish the list on a quarterly basis, send written notice to the companies, 

engage with the SBA’s external managers concerning holdings of the companies on the list, and publish a list of the SBA’s 

directly-held securities. As required by statute, SBA will review publicly-available information, including from NGOs, non-profits, 

government entities and research firms, and/or contact asset managers or other institutional investors. The SBA contracts with 

external research providers to obtain preliminary lists of potential scrutinized companies and evaluate the evidence to make a 

final determination of scrutinized status.
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