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INVESTING FOR FLORIDA’S FUTURE
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Our mission is to provide
superior investment
management and trust
services by proactively and
comprehensively managing
risk and adhering to the
highest ethical, fiduciary,
and professional standards.

SBA Corporate Governance
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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The 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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SBA Corporate Governance
By The Numbers

11,341
Number of eligible votes on
public company proxies

80

Number of countries where
SBA cast votes on public
company proxies

79.4%

Percentage of global meeting
voting items cast as “FOR”

2.2%

Percentage of company ballots
not voted due to impediments,
liquidity restrictions, or other
obstacles

106,793

Total number of distinct
voting decisons across all
ballot items.

19.3%

Percentage of all voting items
cast against the management
recommendation
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Introduction
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 on behalf of FRS members and
beneficiaries, retirees, and other clients to strengthen
shareowner rights and promote leading corporate
governance practices at U.S. and international
companies in which the SBA holds stock.
In addition to proxy voting, the SBA actively engages
companies it invests in throughout the year, at times
maintaining a year-round dialogue and analysis of
corporate governance issues and other reforms.
Engagement by investors can be a very effective way
to advocate for positive changes and improve reporting
by the companies in which the SBA invests. Improved
corporate disclosures are a key objective of SBA
engagement, as transparent and improved comparability
can help all shareowners make better investment
decisions.
The SBA’s corporate engagement activity addresses
corporate governance concerns and seeks opportunities
to improve alignment with the interests of our
beneficiaries.

During fiscal year 2019, SBA staff cast votes at 11,341
companies worldwide, voting on ballot items including
director elections, audit firm ratification, executive
compensation plans, mergers & acquisitions, and a
variety of other management and shareowner proposals.
Voting levels in fiscal year 2019 rose by 2.9% over
last year. These votes involved 106,793 distinct voting
items—voting 79.4% “For’’ and 18.4% “Against”, with
the remaining 2.2% involving abstentions. Of all votes
cast, 19.3 percent were “Against” the managementrecommended-vote. SBA proxy voting was conducted
across 80 countries, with the top ten countries
comprised of the United States (2,875 votes), Japan
(1,386), China/Taiwan (1,092), India (649), South Korea
(599), United Kingdom (411), Cayman Islands (337),
Canada (336), and Brazil (203). 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.
The SBA provides disclosures across a wide variety of
corporate governance activities, research, and subject
matter. Historical information, including prior report
segments, proxy voting, and other information can
be found within the governance section of the SBA’s
website, available at www.sbafla.com.

The SBA’s governance philosophy encourages companies to adhere
to responsible, transparent practices that correspond with increasing
shareowner value and to appropriately consider the input of their
shareowners. 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.
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FOREWORD BY THE CHAIR

INDEED, THE SHAREHOLDER’S RIGHT TO VOTE IS THE
FOUNDATION UPON WHICH THE PUBLIC CORPORATION
IS CONSTRUCTED AND SUSTAINED. ACCORDING TO THIS
APPROACH, SHAREHOLDER SUFFRAGE IS A FUNDAMENTAL
RIGHT AND SHOULD THEREFORE BE GRANTED SPECIAL
STATUS AND PROTECTION UNDER CORPORATE LAW.
—

DOV SOLOMON, RAMAT GAN LAW SCHOOL
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Interactive Voting Dashboard
During the first quarter of 2019, SBA staff finalized a
new reporting tool allowing anyone to analyze SBA
proxy voting data over multiple time horizons (data
from July 1, 2016 through December 2018) and to filter
and screen voting by date, market, region, and voting
category. Individual company voting histories with notes
are available for users to view, with sorting by meeting
date, record date and country of origin. Geographic
analysis is also offered, along with a breakdown of voting
by meeting type (contested, annual, consent, etc.). Votes-

against-management metrics are included by country
and region, or any other custom group of capital markets
selected by the user. The voting dashboard includes
statistical breakouts with the year-over-year change in
voting percentages. The voting dashboard is updated
quarterly (now includes information through March 31,
2019), and future enhancements include new dimensions
such as market capitalization, industry classification, and
other corporate governance factors. Please visit the SBA’s
website to use the voting dashboard.
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Investment Stewardship Group
On January 31, 2017, a coalition of sixteen investors with
collectively $17 trillion in assets under management
premiered the ISG’s Framework for U.S. Stewardship
and Governance, representing a set of six fundamental
governance principles for U.S. listed companies and
stewardship principles for U.S. institutional investors.
WHO WE ARE
The ISG originally comprised the
following organizations: BlackRock,
CalSTRS, Cal Regents, Florida SBA,
GIC Private Limited (Singapore’s
Sovereign Wealth Fund), Legal and
General Investment Management,
MFS Investment Management, MN
Netherlands, PGGM, Royal Bank of
Canada (Asset Management), State
Street Global Advisors, T.Rowe Price
Associates, Inc., TIAA, Wellington
Asset Management, Washington
State Investment Board (WSIB),
ValueAct Capital, and The Vanguard
Group.
Since its launch in January 2017, over
a dozen asset owners and asset
managers have endorsed the ISG
Principles.

The initiative establishes a set of best
practices in asset stewardship and
corporate governance which will serve
as the foundation of U.S. institutional
investor and boardroom conduct. A
multitude of renowned empirical studies
have highlighted a causal relationship
between companies with high
governance standards and increased
shareholder returns. The Framework is
the first corporate governance code of
best practices that has been developed
for the U.S. equity market.
The Framework is intended as a
“comply or explain” format, similar to
several European markets’ governance
codes—whereby firms either meet the
Framework’s requirements or provide
shareowners with an explanation on
why non-compliance is necessary. The
Framework has an implementation date
of January 1, 2018. The ISG is inviting
every institutional investor and asset
management firm in the U.S., including
international investors operating in this
market, to join by signing the principles at
www.isgframework.org.
GOVERNANCE PRINCIPLES
The six governance principles within
the Framework include: (1) Boards
are accountable to shareholders;
(2) Shareholders should be entitled
to voting rights in proportion to their
economic interest; (3) Boards should
be responsive to shareholders and
be proactive in order to understand
their perspectives; (4) Boards should
have a strong, independent leadership
structure; (5) Boards should adopt

structures and practices that enhance
their effectiveness; and (6) Boards should
develop management incentive structures
that are aligned with the long-term
strategy of the company.
STEWARDSHIP PRINCIPLES
The six stewardship principles within
the Framework include: (1) Institutional
investors are accountable to those
whose money they invest; (2) Institutional
investors should demonstrate how they
evaluate corporate governance factors
with respect to the companies in which
they invest; (3) Institutional investors
should disclose, in general terms, how
they manage potential conflicts of interest
that may arise in their proxy voting and
engagement activities; (4) Institutional
investors are responsible for proxy voting
decisions and should monitor the relevant
activities and policies of third parties
that advise them on those decisions; (5)
Institutional investors should address
and attempt to resolve differences
with companies in a constructive and
pragmatic manner; (6) Institutional
investors should work together, where
appropriate, to encourage the adoption
and implementation of the Company and
Stewardship Principles.
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SBA Proxy Voting
Number of meetings voted in global markets by month:
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Highlights from the 2019 proxy season included an increased focus on human
capital issues (such as workforce diversity and employment practices), continued
dissent on compensation plans (primarily in the U.S. market), and an overall
decline in the number of environmentally-related proposals.
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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.

22.1%

SBA Proxy Voting - Major Statistics
Voting Category

#/%

Year-over-Year
% Change

# of Meetings

11,341

+2.8

106, 793

+4.32

or vote against individual

% Votes "For"

79.4

+0.34

board nominees.

% Votes "Against"/"Withhold"

18.4

-0.9

% Votes Against Management

19.3

-0.24

% Votes in Favor of Directors

77.9

-0.05

% Votes in Favor of Auditors

98.9

+0.16

% Votes in Favor of Merger& Acquisition Items

96.7

+16.1

# of Votes

Votes to withold support

Aggregate voting levels increased by over
300 meetings across all voted markets.

+2.8%
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SBA Proxy Voting - Fiscal Year 2019
For %

Against or
Withhold %

Abstain %

Audit/Financial

93.1

6.0

0.9

Board Related

77.5

20.7

1.4

Capital Management

78.7

20.8

0.4

Change to Company Statutes

90.4

8.2

1.5

Executive Compensation

68.5

31.0

0.5

Mergers & Acquisitions

95.5

3.5

1.0

Meeting Administration

87.9

88.3

0.2

Other

48.1

12.0

39.9

Shareowner Proposals: Executive Compensation

54.0

45.2

0.8

Shareowner Proposals: Environment

42.0

55.6

2.5

Shareowner Proposals: Corporate Governance

57.3

39.4

3.2

Shareowner Proposals: Miscellaneous (Other)

20.0

80.0

0

Shareowner Proposals: Social

61.1

38.9

0

Voting Category

Proxy V

oting

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.
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Use of Proxy

Research
The SBA utilizes company research from several proxy
advisory firms in conjunction with its own in-house proxy
voting guidelines to make voting decisions.
During the 2019 fiscal year, the SBA retained several
leading proxy advisory and governance research firms:
EIRIS, Equilar, Inc., Glass, Lewis & Co. (“GLC”), FactSet
Research, 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.
Since 2016, the SBA has used GLC’s ViewPoint proxy
voting platform to cast votes at global companies. 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.
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Active Ownership
The SBA attempts to engage proactively, as
appropriate, with investee companies on risks to longterm 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 2019 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).
Staff periodically participates in investor and corporate
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
involvement at events that occurred during the last
fiscal year:
In June 2019, SBA staff participated in a panel on
the role of stewardship and engagement at an MSCIhosted seminar for Governance Week.
In June 2019, SBA staff participated in the Harvard
Law School Institutional Investor Forum’s Shareholder
Engagement Roundtable.
In April 2019, SBA staff was appointed to the
Independent Steering Committee of Broadridge
Financial Services. The Steering Committee is
an oversight body charged with monitoring the
performance, voting accuracy and readiness of
Broadridge in conducting the U.S. street name proxy
system on behalf of the nation’s banks and brokers.

In April 2019, SBA staff participated in a panel
discussion on ESG investing at the Pension Bridge
investment conference.
In May 2019, SBA staff participated in a panel
discussion on corporate governance and engagement
at the ESG Investing conference hosted by Pensions &
Investments. The conference covered practical themes
for corporate governance and ESG investing, including
data integration, risk assessment, and techniques for
factor integration.
In February 2019, SBA staff participated in the
International Corporate Governance Network (ICGN)
spring mid-year conference. The meetings covered
general corporate governance topics, with a focus on
proposed takeover regulations in the Netherlands.
In March 2018, SBA staff participated in the Council of
Institutional Investors (CII) spring conference, speaking
on several panels. The event covered a variety of
corporate governance issues such as governance in
emerging markets, comparative ownership structures,
block-chain voting ledgers, and current SEC and stock
exchange proposals.
In September 2018, SBA staff participated as a speaker
in the 2018 ValueEdge Advisors Public Funds Forum,
which included presentations and panel discussions
covering global investment risks and opportunities,
corporate governance issues, divestment versus
engagement, asset allocation, and risk modeling.
In October 2018, SBA staff participated in simultaneous
events offered by the Council of Institutional Investors,
Investor Stewardship Group (ISG), and International
Corporate Governance Network (ICGN) covering a
wide variety of corporate governance, stewardship, and
other investment topics.
In July 2018, SBA staff participated in the Center
on Executive Compensation’s discussion call titled,
“Investor Scrutiny of Long-Term Incentive Effectiveness
and the Growing Debate over Simplification.”
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AS ORGANIZATIONS SEEK TO DEMONSTRATE
THEIR PURPOSE, MANY FIRMS WILL FACE
PRESSURE TO DEMONSTRATE EMPATHY AND
VALUE AND TO WORK TO ESG PRINCIPLES.
INCORPORATING THESE PRINCIPLES IS NOT A
SIMPLE TASK; IT MEANS MAKING JUDGMENTS
ABOUT RISK, WHICH IS A SPECIALIZED
FINANCIAL ANALYSIS SKILL. AT THE SAME TIME,
SCIENCE CAN BE USEFUL TO UNDERSTAND
INVESTMENT IMPLICATIONS IN THE PHYSICAL
WORLD. MAKING ESG PRINCIPLES A FACTOR
IN INVESTING IS A NEW AND NECESSARY
TECHNOLOGY IN THE INVESTMENT PROCESS,
WITH NEW METHODS AND TOOLS TO BE APPLIED.
AS WE GRADUALLY GET THE FULLER DATA ON
COMPANIES IN THIS REGARD, IT ENABLES ESG
FACTORS TO BE INTEGRATED EFFECTIVELY.
CFA INSTITUTE, ‘FUTURE STATE OF THE INVESTMENT
PROFESSION’ APRIL 2017

—
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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, internallydeveloped 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.

Bayer AG
At the company’s April 26, 2019 annual general meeting, the management proposal
to approve the discharge of the Management Board failed. The discharge ballot
item received approximately 44% of votes in favor. As reported by Proxy Insight,
“In a first for Germany’s postwar corporate history, Bayer’s shareholders gave a
vote of no confidence to the company’s bosses. Under German law, voting against
discharge is one of the strongest forms of signaling dissatisfaction with management
available to investors. Bayer’s Werner Baumann is the first CEO of a Dax (German
stock exchange) listed company to receive this form of no confidence vote.” SBA
staff voted against the ratification of management board acts, given the potential
long-term reduction to shareowner value and considerably higher risk levels that
management has incurred with the Monsanto purchase and associated glyphosaterelated lawsuits. Bayer now faces over 13,000 glyphosate-related legal claims. The
company announced it will schedule a special meeting in the next few months in
response to the unprecedented lack of support for its board members. Bayer’s
total market capitalization is now trading below the value it paid for Monsanto—
declining by over 40% at one point since the Monsanto acquisition was completed
in June 2018. Some German investors are voicing a desire to revamp the company’s
supervisory board and possibly restructure its operations, including the potential to
spin-off its pharmaceutical unit. During the shareowner meeting, Supervisory Board
Chairman Werner Wenning said the firm was working to improve the knowledge of
crop-science among its board members.
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Volkswagen AG
The May 3, 2019 annual meeting of Volkswagen AG reflected ongoing concerns
regarding board stewardship in the wake of the VW emissions scandal. Former
CEO Martin Winterkorn has now been indicted both in the US and in Germany
for his role in the diesel fraud, while VW and subsidiaries have been fined
approximately EUR 2 billion by German regulators. Nevertheless, the VW board has
provided minimal transparency for investors, and actually reduced the number of
independent board directors to zero. In 2018, the all-important audit committee
shifted from 25% independence to 0%. In addition, Volkswagen has taken other
steps to limit shareowner input, including the requirement that foreign investors
submit proxy vote instructions in written format, along with mandatory power
of attorney forms. For the May 3rd AGM, SBA staff cast a vote against all board
members and supervisory board members for failure to act in the interests of
shareowners and failure to maintain majority independent committees, particularly
the audit committee in light of ongoing investigations. The SBA has witheld support
for a majority of the supervisory and management board members since 2016.
A vote was also cast against the reappointment of statutory auditor due to excessive
non-audit fee revenue to the auditor, creating the potential for conflicts of interest
or reduced independence of the statutory auditor. Volkswagen is considered a
controlled company, with approximately 43% of shares held by Porsche and the
German State of Lower Saxony.

Despite the unusual occurrence of ISS and Glass Lewis both recommending
against the full board, Volkswagen reported that all directors received over
98% support at the May 3rd AGM.
Shares in the German carmaker have lost almost 16% of its value over the
last five years through June 2019. VW has underperformed all large car
makers in Europe with the exception of Renault.
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FCB Financial Holdings and LaSalle Hotel Properties
For the November 29, 2018 and November 27, 2018 annual meetings respectively,
investors roundly rejected the advisory vote on “golden parachutes”, which are
compensation packages related to mergers and acquisitions. More than 70% and
66% of investors voted against the plans at the companies, respectively. Golden
parachute plans often have excessive terms that take a large chunk of shareowner
value for senior executives, leading to many failed votes. The plan at FCB Financial
Holdings was recently revised to change provisions to allow executives a windfall
of tens of millions in compensation despite them keeping their employment in the
merged company. Originally, the plan terms permitted the payments only if the
executives departed the company, which is a standard practice. The plan at LaSalle
Hotel Properties was rejected by investors due to several poor practices, including
over $60 million in payouts to three executives, including company payment of
taxes (known as gross-up payments), bonus payments of more than 100% of
target, accelerated vesting of equity awards provided at above-target payouts,
and generally poor alignment between compensation amounts and company
performance. Unfortunately, say-on-pay votes for golden parachute plans are legally
non-binding, and quite often the payments are made to executives regardless of the
voting results.

EssilorLuxottica
Essilor and Luxottica merged in 2017, but with eight board members from each
entity the new company has struggled to establish clear leadership and clashed on
the appointment of the next CEO. At the May 16, 2019 AGM, several asset managers
came together in an attempt to bring direction to the board with the proposal of
two new independent directors. The asset managers included one of SBA’s external
equity managers, Baillie Gifford, along with Comgest, Fidelity International, Sycomore
AM, Guardian Capital, Edmond de Rothschild AM and Phitrust. SBA voted in support
of the two independent directors this group proposed, Jesper Brandgaard, former
CFO of Novo Nordisk, and Wendy Lane, current board member at Willis Towers
Watson and MSCI. Final vote results showed 35% support for director Brandgaard,
and 43.7% for director Lane. While short of the required majority to be added to
the board, this still represents a strong result and investors continue to request
the company add these independent directors to the board to solidify strategy and
leadership in the interest of long-term investors.
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Hain Celestial Group
For their December 5, 2018 annual meeting Hain Celestial’s advisory vote on
executive compensation passed by a slim margin, with 50.6% support. SBA staff
voted against the annual say on pay agenda item because of poor alignment
between pay and performance, poor disclosure, and excessive severance pay
to the outgoing CEO. We also voted against two directors for holding too many
directorships, including a CEO who is on three public company boards, and we
voted against an additional director for engaging in material related party transactions that personally enrich
the director. The company is also under SEC investigation due to its accounting and audit practices and is
the subject of multiple class action and derivative lawsuits over materially false or misleading statements and
breach of fiduciary duty, among other complaints.

American Funds
For their November 28, 2018 annual meetings, SBA staff voted shares owned within
the FRS Investment Plan. For American Funds mutual funds New Perspective and
Euro-pacific Growth, SBA staff cast votes in support of all director nominees with
the exception of Ms. Chang, Mr. Gonzalez Guajardo, and Mr. Ovi—each director had
support withheld due to concerns with the high number of outside directorships
and overall time commitment of their management service. Applied to both the FRS
Pension Plan and FRS Investment Plan is the SBA corporate governance principle
and proxy voting guideline covering multiple simultaneous directorships (a.k.a. “overboarded” directors). The SBA’s policy limits simultaneous board service to less than
four directorships. Trustee elections were the only ballot item up for a vote and this
was the first shareowner meeting held by the funds since 2009.

American Outdoor Brands
For its September 25, 2018 annual meeting, SBA staff voted in favor of an investor
resolution asking the company’s board to report on measures it is taking to
strengthen gun safety and mitigate harm associated with gun products (Smith
& Wesson). The proposal requests the company report by Feb. 8, 2019 on: 1) its
monitoring of violent events associated with its products; 2) efforts to research
and produce safer guns and gun products; and 3) its assessment of the corporate
reputational and financial risks related to gun violence. The proposal was the second
of its kind that received majority support in 2018.
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Sandridge Energy Inc.
The June 19, 2018 annual meeting provided a contested election of directors, with
the dissident slate nominated by activist investor Carl Icahn. SBA staff supported
three of the seven dissidents nominated by Icahn and five of the six management
candidates. Governance concerns, underperformance, and strategy errors at
Sandridge supported the case for additional board leadership, but staff was
concerned with supporting Icahn’s full slate, as this would provide a de facto board
takeover with no change-in-control premium paid to investors. Upon vote tabulation of all shareowners,
Icahn won control of the Sandridge board with four dissident directors elected and agreement by the board
to add one additional dissident due to the close nature of the vote. For this contest, Sandridge took the
unusual step of providing a universal ballot for the selection of directors, allowing investors to choose their
preferred combination of activist and incumbent directors. In most proxy contests, investors are restricted
to either the incumbent slate or the dissident slate of directors, but a universal proxy allows more flexibility in
choosing the most qualified set of candidates from both slates. The SBA voted against Sandridge’s proposed
poison pill and the advisory vote on compensation, both of which were also rejected by shareowners.

Innovate Biopharmaceuticals
The December 4, 2018 annual meeting of Innovate Biopharmaceuticals included a
number of management proposals to significantly reduce shareowner rights and
protections. Despite a significant drop in share price since a 2018 reverse merger
with Monster Digital Inc., all proposals received majority support due to the large
number of shares controlled by insiders. While a de minimis holding in the overall
portfolio, the meeting shows some of the cautions for minority shareowners. SBA
staff voted against the management proposals to classify the board, limit special
meetings, eliminate written consent, prohibit director removal without cause, and
require a supermajority vote of shareowners.

Comcast Corp.
The SBA withheld support from six of ten Comcast directors at the June 11,
2018 annual meeting due to a variety of governance concerns. Support was
withheld from one director serving on the audit committee as an affiliated,
non-independent director; two directors were over-boarded – serving on four
total boards while being fully employed, with insufficient time to fulfill all relevant
duties; and three directors on the compensation committee failed to receive
support due to ongoing compensation issues. Similarly, an advisory vote was cast against the executive
compensation plan due to a disconnect between Comcast pay and performance, insufficient disclosure of
relevant performance goals, and substantial discretionary options awards over multiple years. The SBA also
supported a shareowner proposal to increase transparency of corporate funds used for lobbying and trade
association payments.
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Ellaktor SA
On July 25, 2018, Greece’s largest construction company faced a proxy contest
for all directors. With a market capitalization of approximately $300 million,
Ellaktor represents an international small-cap holding and the potential
governance reforms needed in many such markets. In reaction to the proxy
contest, Ellaktor instituted basic governance reforms such as increased board
independence and the creation of audit, nomination, and remuneration committees. The proxy contest
provided a difficult choice for shareowners, with both slates led by key company insiders with large stakes in
the company. SBA staff supported the dissident slate due to ongoing governance concerns with incumbent
management, including the CEO facing felony charges of tax evasion and money laundering in 2015 and
2017. Shareowners as whole elected the dissident slate with 53% of the vote. The new board announced that
first steps would include governance based on international best practices, focus on long-term value creation,
and appointment of the firm’s first chief financial officer.

EQT
On July 10, 2019, shareholders at EQT Corporation voted more than 80% of their
shares for a controlling slate of seven directors nominated by a shareholder
group led by Toby Z. Rice, Derek Rice, Will Jordan and Kyle Derham (the “Rice
Team”). This contest involved the first use of a universal ballot for a controlling
slate of directors in the United States. A universal ballot allows shareowners to
vote among candidates nominated from either side, whereas traditional ballots only allow shareowners to
select candidates proposed by one side—the company nominees or the dissident nominees.
The SEC has previously sought comments on a proposal to require the use of universal proxy cards in all
contested elections but has yet to issue final rules, leaving the matter up to individual companies to decide
in the meantime. The Rice team had sought to gain control of EQT, the largest natural gas producer in the
U.S., less than two years after selling their own company, Rice Energy, to EQT for $6.7 billion. Dissatisfied
with the company’s financial management, operating performance, and floundering share price, the Rice
Team proposed a majority slate of seven members for the new board and suggested shareowners keep five
members of the existing board, with former CEO of Rice Energy Toby Rice slated to become the new CEO of
EQT.
In their analysis, the Rice Team cited a number of financial and operational missteps by the existing
management of EQT, and staff at SBA held meetings with both EQT and the Rice Team before making
the decision to cast votes to support all members of the Rice team slate. SBA also reviewed proxy voting
recommendations and summaries from both ISS and Glass Lewis. The advisory services were split on
their recommendations, with ISS backing the Rice Team and Glass Lewis backing the management team of
EQT. SBA also voted against the “say on pay” compensation proposal and against the company’s proposed
long-term incentive plan due to lack of rigorous performance formulas and substantial change in control
payments, and high dilution levels, respectively.
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Global Voting Summary - Trailing Twelve Months Ending June 30, 2019
Country
(Market)
Argentina
Australia
Austria
Bahamas
Bahrain

Global Equity
Portfolio Ending
Market Value

Percentage of
All Meetings
Voted

Total Number
of Meetings
Voted

Total Number
of Resolutions
Voted

Percentage of All
Resolutions Voted

SBA % of Country
Resolutions
Supported

$21,228,388.29

0.04%

5

9

0.01%

77.78%

$1,439,888,526.93

2.25%

256

1248

1.16%

85.66%

$122,948,538.68

0.25%

28

235

0.22%

85.53%

$34,720.00

0.02%

2

14

0.01%

85.71%

$8,450,153.69

0.02%

2

17

0.02%

76.47%

$15,722,612.70

0.04%

5

24

0.02%

91.67%

Belgium

$254,722,158.60

0.62%

71

632

0.59%

74.68%

Bermuda

$303,676,019.52

2.27%

258

1631

1.51%

66.40%

Brazil

$1,067,681,689.64

2.65%

302

2312

2.14%

52.77%

Canada

$2,077,540,906.20

2.98%

339

3296

3.06%

79.92%

Bangladesh

Cayman Islands

$694,820,980.11

2.96%

337

2743

2.54%

68.03%

Chile

$72,347,987.49

0.37%

42

332

0.31%

75.00%

China

$1,707,321,797.46

5.02%

571

5081

4.71%

87.92%

$35,196,845.38

0.09%

10

112

0.10%

83.04%

Croatia

n/a

0.02%

2

14

0.01%

71.43%

Cyprus

$9,837,043.32

0.05%

6

63

0.06%

53.97%

Colombia

Czech Republic
Denmark
Egypt
Faroe Islands
Finland
France
Gabon

$6,080,544.66

0.04%

5

32

0.03%

81.25%

$578,446,206.76

0.41%

47

662

0.61%

85.35%

$49,371,881.98

0.29%

33

180

0.17%

52.78%

n/a

0.01%

1

12

0.01%

8.33%

$321,503,196.59

0.43%

49

484

0.45%

97.31%

$2,725,485,401.13

1.44%

164

3529

3.27%

82.60%

$39,794.23

0.01%

1

12

0.01%

66.67%

$2,513,900,719.11

1.42%

161

1430

1.33%

90.77%

Ghana

$2,138,907.95

0.01%

1

12

0.01%

91.67%

Greece

$56,874,597.36

0.29%

33

246

0.23%

63.41%

Guernsey

$15,498,398.71

0.03%

3

23

0.02%

86.96%

$1,901,016,432.97

1.45%

165

1440

1.34%

64.58%

Germany

Hong Kong
Hungary
India
Indonesia
Ireland
ISLE OF MAN
Israel
Italy

$55,858,514.19

0.04%

4

79

0.07%

89.87%

$1,281,398,782.82

5.70%

649

3583

3.32%

71.64%

$251,467,813.92

1.66%

189

751

0.70%

58.06%

$1,340,997,415.12

0.39%

44

354

0.33%

90.40%

$17,612,853.22

0.04%

4

76

0.07%

90.79%

$294,422,129.42

1.12%

128

509

0.47%

79.37%

$630,543,813.40

0.90%

102

630

0.58%

77.94%

Japan

$5,488,275,650.70

12.18%

1386

15447

14.32%

85.32%

Jersey

$49,730,085.49

0.22%

25

219

0.20%

87.21%

$4,386,980.40

0.02%

2

20

0.02%

90.00%

Kazakhstan
Kenya
Korea, Republic of
Kuwait
Liechtenstein
Luxembourg

$17,904,842.82

0.02%

2

20

0.02%

65.00%

$1,231,656,257.86

5.26%

599

3601

3.34%

67.51%

$23,043,822.81

0.07%

8

69

0.06%

53.62%

$1,529,697.61

0.02%

2

14

0.01%

100.00%

$153,712,577.45

0.37%

42

333

0.31%

91.59%
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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

Percentage of All
Resolutions Voted

SBA % of Country
Resolutions
Supported

Malaysia

$109,871,242.66

1.65%

188

1640

1.52%

75.49%

Malta

$5,778,776.55

0.01%

1

31

0.03%

77.42%

Mauritius

$2,671,771.01

0.01%

1

19

0.02%

68.42%

$341,956,917.45

0.91%

103

675

0.63%

55.85%

$6,825,750.30

0.02%

2

11

0.01%

100.00%

Netherlands

$1,662,342,132.29

0.88%

100

774

0.72%

92.12%

New Zealand

$96,863,354.20

0.26%

30

133

0.12%

85.71%

Nigeria

$42,992,361.21

0.09%

10

74

0.07%

70.27%

Norway

$311,386,675.43

0.48%

55

802

0.74%

8.98%

Mexico
Morocco

Oman

$2,940,191.46

0.02%

2

16

0.01%

62.50%

Pakistan

$10,254,146.12

0.09%

10

57

0.05%

59.65%

Panama

$55,873,248.48

0.04%

4

5

0.00%

100.00%

$26,595.55

0.02%

2

10

0.01%

80.00%

Papua New Guinea
Philippines

$121,499,872.13

0.61%

69

1235

1.15%

65.51%

Poland

$70,881,833.94

0.59%

67

939

0.87%

92.12%

Portugal

$85,221,951.45

0.11%

13

109

0.10%

89.91%

Romania

$26,382,212.81

0.16%

18

116

0.11%

77.59%

Russian Federation

$303,520,900.92

0.44%

50

586

0.54%

60.75%

Singapore

$434,477,286.89

1.04%

118

858

0.80%

82.28%

South Africa

$484,338,899.59

1.11%

126

2035

1.89%

89.14%

Spain

$619,380,158.77

0.55%

63

923

0.86%

87.97%

Sri Lanka
Sweden
Switzerland

$8,824,594.28

0.04%

5

34

0.03%

64.71%

$652,787,872.10

1.27%

145

1847

1.71%

81.97%

$2,340,784,382.39

1.08%

123

2341

2.17%

84.79%

Taiwan

$971,023,288.20

4.58%

521

4707

4.37%

85.60%

Thailand

$288,529,256.43

0.75%

85

965

0.89%

65.60%

Turkey

$137,050,430.23

0.47%

54

743

0.69%

78.20%

United Arab Emirates
United Kingdom
United States
Vietnam
Virgin Islands (British)

$92,099,311.33

0.17%

19

213

0.20%

80.28%

$4,437,582,119.94

3.61%

411

6024

5.59%

89.59%

$53,617,376,954.06

25.29%

2878

28248

26.20%

76.79%

$58,695,491.51

0.10%

11

88

0.08%

79.55%

n/a

0.08%

9

47

0.04%

57.45%
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The State Board of Administration is a body of Florida state government that provides
a variety of investment services to clients and governmental entities. These include
managing the assets of the Florida Retirement System, the Local Government Surplus
Funds Trust Fund (Florida PRIMETM), the Florida Hurricane Catastrophe Fund, and over
30 other fund mandates.
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