
  
 

 
 

  

 
 

 
 

 

   

 

 
 

 
 

 
 

   
  

 

  

 
     

    
  

  
     

 
    

      
   

 
   

   

   
    

 

February 3, 2020 

Vanessa A. Countryman 
Secretary 
U.S. Securities and Exchange Commission 
100 F Street, NE 
Washington, DC 20549-1090 

Re: SEC File Number S7-22-19 

Dear Ms. Countryman: 

The Society for Corporate Governance (the “Society”) appreciates the opportunity to 
provide comments to the U.S. Securities and Exchange Commission (“SEC” or “Commission”) on 
the Amendments to Exemptions from the Proxy Rules for Proxy Voting Advice (the “Proposed 
Rule”). 

Founded in 1946, the Society is a professional membership association of more than 3,700 
corporate and assistant secretaries, in-house counsel, outside counsel and other governance 
professionals who serve approximately 1,700 entities, including 1,000 public companies of almost 
every size and industry. Society members are responsible for supporting the work of corporate 
boards of directors and the executive managements of their companies on corporate governance and 
disclosure matters. 

I. Introduction: Background and Context 

The practices and influence of proxy advisors1 has been a long-standing focus area of the 
Society. We believe the firms influence as much as 20% or more of the vote at most registrants,2 yet 
their recommendations are not subject to a regulatory framework that provides for independent 
oversight or other protections to help ensure their accuracy. Proxy advisor reports and voting 
recommendations are not generally made available to the public to read (except to the institutions 
that purchase them). In fact, proxy advisors are the only participants in the proxy voting system who 
are not regulated in some way. Issuers, asset managers, proxy processors, shareholders, and anyone 
soliciting a proxy, are regulated. While one of the proxy advisory firms is a registered investment 
advisor, the business of vote recommendations has had no unique or relevant regulatory scheme. 
Until now. 

1 The terms “proxy advisor(s)” and “proxy advisory firm(s)” are used interchangeably throughout. No 
definitional distinction is intended. 

2 The terms “registrant,” “company” and “issuer” are used interchangeably throughout. No definitional 
distinction is intended. 
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We applaud the SEC’s Proposed Rule, which we believe will help improve the proxy 
process by: 1) ensuring that proxy voting is done with the benefit of recommendations based on 
information generally available in publicly filed documents; 2) ensuring that all companies – not 
just the S&P 500 – have advance access to the reports so that they can review and advise of 
mistakes of fact so the reports can be corrected before their shareholders vote; 3) providing all 
registrants the ability to include in the report a link to a publicly filed statement explaining a 
mistake of fact or analysis in the hopes that investors will see it in a timely manner 
contemporaneous with a proxy advisor’s recommendation or report; 4) requiring the proxy advisors 
to disclose their conflicts in a meaningful way; and 5) clarifying that the SEC and the listing 
exchanges are the corporate governance standard setters, and not the proxy advisors. 

The Society would like to note that proxy advisors are important, indeed indispensable, to 
asset managers and other institutional investors who use them. We appreciate a recent comment by 
an investor who said that taking away the proxy advisor voting platform would be like taking away 
a Bloomberg terminal from a trader. We recognize their importance, particularly for the actual 
voting mechanics, and we understand the responsibilities of and burdens on investors, many of 
whom vote at hundreds or thousands of meetings in a single proxy season. 

Given our members’ various roles as governance professionals, we care deeply about having 
an effective and efficient proxy voting system. As general counsels, corporate secretaries and other 
governance professionals, our members are charged with managing their company’s annual meeting 
and the associated shareholder voting process. We believe there is general consensus between 
issuers and shareholders that votes should be cast based on accurate information, free from conflict, 
and with transparency. While we believe many investors vote their shares in a thoughtful manner, 
the Proposed Rule will enhance access to and the transparency of relevant information for all 
investors.  

We also understand some investors have raised concerns that if proxy advisors are regulated, 
their business models will be strained, which may result in fewer firms providing proxy advisor 
services. As further detailed below, the Society believes that the impact and benefits of the SEC’s 
Proposed Rule to improve the proxy voting process will outweigh the associated costs. 

The current proxy advisory firm market is essentially a duopoly consisting of Institutional 
Shareholder Services Inc. (“ISS”), owned by the private equity firm Genstar Capital, and Glass 
Lewis & Co. (“Glass Lewis”), a portfolio company of the Ontario Teachers’ Pension Plan Board 
and Alberta Investment Management Corp. The proxy advisors have clients, which are primarily 
institutional investors who vote the shares of the companies they hold for their beneficial owners. 
The clients/institutional investors pay for the research and advice that the proxy advisors offer. This 
is their business. 

However, one proxy advisor, ISS, has another business line. ISS pitches and sells vote 
consulting, compensation consulting, proxy drafting advice, and governance and ESG scoring 
consulting to issuers. The terms and prices charged for these consulting services vary and are not 
public. In fact, public companies that engage ISS consulting services are contractually prohibited 
from disclosing the consulting relationship publicly or to an ISS proxy voting representative. One 
reason provided by ISS for this restriction is to avoid a proxy voting employee possibly providing 
preferential treatment of some sort with respect to voting recommendations for consulting 
customers. To date, there has been no published data by ISS or others that we are aware of to 
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quantify the amount of revenue earned by ISS that is attributable to its consulting business. As we 
explain below, the Society estimates that ISS’ consulting business represents approximately $48 
million annually in revenue—an amount, we believe, that is material to ISS’ overall financial 
performance and, therefore, warrants disclosure to investors of a conflict of interest. 

Because proxy advisor vote analysis and recommendations are not available publicly— 
issuers and proxy solicitors who do receive them are not permitted to disclose them—mistakes in 
such reports and potential conflicts of interest with respect to consulting services are shielded from 
public view. This dynamic is why there are few comment letters from issuers in the file. Many 
registrants are unwilling to provide specific information on errors in reports or other issues they 
have with proxy advisors, including at SEC Roundtables and in comment letters. Registrants are 
also concerned that investors who are clients of the proxy advisory firms may have an adverse 
reaction if a company were to write a comment letter supporting the Proposed Rule. These factors 
make it difficult to conduct market and academic analysis of the direct and indirect impact of proxy 
advisors on the capital markets, the market for corporate control and the economy overall. 

II. Proxy Advisory Firm Influence Merits Regulation to Ensure Transparency and 
Accuracy 

A. Proxy advisory firms have a significant influence on voting results 

Voting recommendations made by ISS and Glass Lewis have a significant impact each year 
on the composition of a public company’s board, its executive compensation policies, and an 
increasingly expansive range of shareholder proposals. Equally important, these recommendations 
can have profound ramifications on pivotal issues, transformative corporate events, and challenges 
throughout a company’s lifetime. This influence directly and significantly affects matters being 
voted on at annual meetings. 

For example, in 2019, ISS recommended "for" (and contrary to the management 
recommendation) a compensation-related shareholder proposal on a Society member’s proxy 
statement. After the surge of initial voting, the proposal received 53.03% support of shares voted.  
Following this company’s filing of supplemental proxy materials, ISS changed its recommendation 
to "against," which we presume was communicated through the automated voting platform to 
investors. Within 24 hours, support for the proposal went from 53.03% to 23.95%,3 thus clearly 
demonstrating the effectively real-time and outsized influence of the proxy advisor. The influence 
of the proxy advisor in this example clearly transcends the impact that even the company’s largest 
shareholder could have had.  

This degree of influence is more prevalent with certain types of shareholders, such as 
quantitative fund managers, or those who simply own one stock as a hedge against another position. 
Unlike many large active and passive asset managers,4 certain investors, in particular those who 
believe they are compelled to vote on every proposal due to prior SEC guidance, lack an incentive 

3 The vote totals and timing are based on Broadridge daily vote tallies provided by a Society member who 
wishes to remain anonymous. 

4 The Society would like to distinguish investors whose strategies de-emphasize the value of proxy voting from 
many investors and asset managers who vote their shares in an informed and thoughtful manner and clearly discharge 
their fiduciary obligation to their beneficiaries and/or individual investors/clients. 
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under their investment models to devote resources or expertise to in-house proxy teams to analyze 
and vote numerous ballot items for shareholder meetings. In contrast, large asset managers 
generally tend to have extensive in-house proxy teams that engage with issuers on corporate 
governance matters, analyze their company policies and proxy statements, and generate vote 
recommendations based on the respective manager’s mandate. In addition, large asset managers 
have extensive research tools and resources, and proxy advisory firms are simply one of multiple 
data sources. These teams conduct a deeper analysis on companies that deviate from their own 
internal policies. 

Despite many investors’ commitment and practice of informed voting, an institutional 
investor’s approach may depend on what percentage of their portfolio is invested in the company. A 
2018 study by the American Council for Capital Formation found that the largest institutional 
investors are less likely to deviate from proxy advisory recommendations when casting votes at 
small companies.5 With the largest institutional investors owning a majority of the shares at most 
small companies, the study found that small companies are significantly more affected by proxy 
advisor recommendations. Stated differently, large institutional investors may be relying more on 
proxy advisor recommendations for small companies, where their investment likely represents a 
small fraction of the investment portfolio. 

Because smaller registrants not included in the S&P 500 index cannot view their ISS reports 
in advance of dissemination, and no registrants can view their Glass Lewis reports in advance,6 any 
mistakes included in a report may not be corrected before some or even the majority of investors 
vote. If mistakes are found after the proxy advisor report is released, it is possible (but not at all 
certain) to have such errors corrected and the report re-issued, but all investors may not review these 
updates and change their vote, if warranted. 

The Proposed Rule will correct this and require that all registrants regardless of size be 
given the opportunity to see their reports in advance if they comply with the updated rule. This is 
one of the most important inequities that exist in the proxy voting process.  We commend the SEC 
for proposing a rule that will remedy it.  

B. Mistakes and errors happen 

We expect some commenters who do not support the Proposed Rule to deny that mistakes 
are made, or argue that if they are, they are not prevalent. The Society recently conducted a survey 
of its members to solicit feedback on errors in reports. The survey asked first whether they were 
aware of any factual errors, omissions of material facts, or errors in analysis in the last three years.7 

5 Timothy M. Doyle, “The Conflicted Role of Proxy Advisors”, American Council for Capital Formation (May 
2018), available at https://accfcorpgov.org/wp-content/uploads/2018/05/ACCF_The-Conflicted-Role-of-Proxy-
Advisors.pdf 

6 We note that Glass Lewis does permit a limited universe of registrants to sign up to review in advance an 
“issuer data report” (IDR) that contains certain (but not all) factual data that is used in the proxy report. The IDR is 
significantly less than the full Glass Lewis report. 

7 Society Survey; conducted December 2019. The survey is attached as Appendix A. Minor changes were 
made to protect respondent anonymity. The survey instructions provided that only one member per company was 
permitted to respond on the company's behalf. 
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A total of 134 members responded to the question, with 56, or 42%, answering in the affirmative.  
Here are many of the written examples they provided:8 

• Errors in the director information are routine, e.g. incorrect current employment, 
number of outside boards, independence status, committee memberships/chairs, 
and omitting to state that a director was retiring 

• Incorrect statement that company would have no lead independent director when 
the current lead retired even though the company stated in its proxy that it would 
appoint one at the board meeting immediately following the annual meeting 

• Incorrect number of record date shares outstanding based on third party data 
instead of using correct number of shares found in proxy statement 

• Incorrect, non-GAAP financial information included in the report because the 
proxy advisory firm uses financial data from a third party that adjusts the data to 
“normalize” it 

• Incorrect statement that benchmarking targets for various components of 
company’s compensation program were not disclosed when proxy stated that 
company does not use benchmarking targets 

• Errors in the description of our equity compensation due to aggregating different 
types of equity with different terms into one category 

• Repeated errors year after year on the terms of the company’s performance based 
restricted stock 

• In proposals related to political activity and/or lobbying reporting, ISS understates 
what the company publicly discloses 

• Error in reporting that CEO’s pay increased year over year when it had actually 
decreased: ISS failed to update the report from the prior year's language. (This was 
corrected when pointed out in advance review) 

• Error in the required number of anti-takeover votes 

• Inconsistent application year over year of ISS’s own method on how to compute 
the value of CEO performance equity awards. As a non-S&P 500 company which 
did not receive a draft report, it took until a few days prior to the meeting for ISS to 
correct the error and change its say-on-pay recommendation from AGAINST to 
FOR 

8 Condensed responses from public company Society members pursuant to Society survey, Question 5, 
December 2019. 
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• Omitted facts that had been reported on Form 8-K or Form 4; reliance on media 
articles rather than issuer filings 

• Error in understanding why performance target was lower than in previous year 

• Error concerning an outside directorship of one director 

• Error in reporting that a CEO served only for a partial year rather than a full year 

• Inaccurate director related party transactions 

• Say on pay recommendation based on a failure to account for a one-time item, 
incorrectly reporting that EBITDA target was set below forecast; misunderstanding 
of revised ROIC methodology. ISS issued a revised report and changed the 
recommendation from AGAINST to FOR 

• Incorrect fact about director attendance leading to a change in recommendation 

• Incorrect statement of percent of vote required for shareholders to call special 
meeting 

• Misstated classes of stock 

• Misapplication by ISS of their own three year look back policy for director 
independence—they carried over facts from four years prior, but corrected the 
analysis after being contacted by the company 

• Error in analysis relating to a shareholder proposal which was corrected when 
company pointed it out in the review period. We contacted the proxy advisory firm 
during our preliminary report review period, and the final report did not contain the 
error 

• Errors in biographical data on directors 

• Errors in number of boards our CEO serves on 

• Misapplying a US analysis to a foreign corporation 

• Misinterpretation of company’s restricted stock plan and the annual grants and the 
effect of accelerated vesting of restricted shares on a change in control 

• Errors regarding compensation elements, business mix and reliance on stale 
information 

• Incorrect assumption that a 3 year performance period is short term 

• Misrepresentation of the votes required to amend bylaws/charter 
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• Incorrect statement that company had no anti hedging policy when it did and the 
policy was publicly available 

• Incorrect share count 

• CEO compensation was incorrect 

• ISS missed a bullet in the list of a Lead Director’s responsibilities and thus 
recommended against management on an independent chair proposal. ISS 
subsequently issued a corrected voting recommendation 

• Glass Lewis incorrectly described part of a feature of our compensation plan that 
did not apply and had to issue a revised report 

• Incorrect information about shareholder rights to call special meetings 

• Penalized and then credited in separate years by one proxy advisor for the same 
clawback policy (i.e., one year proxy advisor said it was deficient, and the same 
policy was deemed by the same proxy advisor to be acceptable in a subsequent 
year) 

We believe a 41% error rate indicated by this group of companies over the last three years is 
significant.9 Several times one of these companies had received the draft report and was able to get 
a correction from the proxy advisor; however, companies not in the S&P 500 do not get that 
opportunity from ISS. The burden for registrants to correct an erroneous recommendation after the 
report is distributed to the institutional investors is much more challenging, as previously noted. 

While emphasizing the significance of the error frequency described above, we would also 
urge the Commission not to fall prey to the false argument that it cannot act to regulate proxy 
advice without a showing of "prevalent" errors. The SEC's regulations reflect many instances of 
regulating undesirable conduct not based on its prevalence, but upon a belief that it should be 
avoided altogether. 

C. Automated voting (i.e., robo-voting) amplifies the influence of proxy advisors 

Automated proxy voting systems allow clients to: (1) populate each ballot with 
recommendations based on preset voting instructions or policies; and (2) submit the client’s ballots 
for tallying without requiring the client to review the proxy advisor’s analysis or confirm their vote. 
This precludes consideration of other sources of information and company-specific details before 
the vote is cast. In some cases, investors purchase a recommendation only service in which they do 
not receive the proxy advisory firm report – but merely the recommendation. The proxy advisor 
then populates the ballots as it has previously been instructed to do so based on agreed policies, and 
then the proxy advisor casts the vote, unless the investor overrides it. This process may be 
convenient, but allows for voting with no human input. 

9 Society Survey, Question 5 
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The Society believes that many small and mid-size institutional investors and managers 
outsource their voting to proxy advisory firms that provide automated voting services to fulfill what 
they believe to be their proxy voting compliance obligations at the lowest cost. Moreover, a number 
of these firms adopt ISS and Glass Lewis “default” voting guidelines and policies,10 and then let the 
proxy advisory firms apply these policies by generating ballots that reflect these default positions 
for each shareholder meeting.11 While technically the clients have the right to override a specific 
voting recommendation, in practice most of these ballots are submitted automatically without any 
client input or decision. These small investors collectively can own a considerable equity stake in a 
company. This practice is often referred to as “robo-voting.” 

We believe the impact of robo-voting and the associated influence of proxy advisor 
recommendations are evident by reviewing the votes cast shortly after the release of their 
recommendations. The U.S. Chamber of Commerce’s Center for Capital Markets Competitiveness 
and Nasdaq conducted a survey of the 2019 proxy season in which 172 public companies 
participated.12 This 2019 survey found, as it did for 2018, “that a large percentage of shares were 
robo-voted in the 24-48 hours after an ISS or Glass Lewis recommendation was released.” 
Moreover, large percentages of shares voted in line with proxy advisory firm recommendations. 
Specifically with respect to ISS, in 2019, several companies reported between 15% to 40% 
(compared to 10% to 15% in 2018) of their outstanding shares were voted in line with ISS’ 
recommendations within the 24 to 48-hour period following the issuance of its recommendations. 
The same 2019 survey also determined that 5% to 10% (compared to less than 10% in 2018) of the 
respondents’ shares automatically voted in agreement with a Glass Lewis recommendation within 
24-48 hours of its issuance. 

Consistent with these survey results, we have provided an example of one Society member’s 
experience which illustrates how shares voted within the 24 hours following the release of its proxy 
voting reports appear to follow in lockstep with the voting recommendations in those reports. The 
Society member tallied the votes cast and tracked the time of the vote executions following issuance 
of the ISS voting reports in 2018 and 2017. An estimated 13.1% and 9.3% of the total votes cast in 
2018 and 2017, respectively, were cast in accordance with ISS’ recommendations within one 
business day after the release of the ISS report.13 By comparison, the percentage of votes cast on 
other business days just before the release of the ISS report typically was between 0.2% and 0.3% 

10 So-called “custom” or “specialty” voting policies can often be the proxy advisors’ “default” policies (i.e. 
voting criteria or standards created by ISS/Glass Lewis) with minor changes from the client/institutional investor. 

11 Further amplifying the influence of the proxy advisors is the practice of asset managers or custodians that 
provide “managed accounts” for individuals to outsource proxy voting to ISS. For example, the Society is aware of 
several instances of managed accounts provided by asset managers or custodians stipulating that “ISS shall…vote 
proxies for these securities on your behalf, unless you elect not to delegate authorization to ISS.” (Custodian 
correspondence provided to Society by anonymous member. Available upon request.) 

Given the relatively low retail shareholder participation rate in proxy voting, it seems quite likely that a 
substantial portion of ISS-outsourced managed accounts would, in fact, be voted in accordance with ISS default policies 
(with little further input from the managed account owners). 

12 U.S. Chamber of Commerce’s Center for Capital Markets Competitiveness and Nasdaq, “2019 Proxy 
Season Survey,” available at https://www.centerforcapitalmarkets.com/resource/2019-proxy-season-survey/ 

13 Daily vote tally information provided by a Society member who wishes to remain anonymous. 
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of the total votes cast in the annual meeting. To put this in perspective, the number of shares voted 
following release of the ISS report were larger than the total shares owned by this company’s 
largest shareholder. 

Results from the recent Society survey of public company members regarding the amount 
and timing of shares voted within 48 hours of the release of proxy voting recommendations buttress 
the Chamber’s statistical evidence and company-specific anecdotes: 

• 25% of respondents reported that more than 20% of shares are voted within 48 hours 
of the release of proxy voting advice; 

• 32% of respondents reported that between 10-20% of shares are voted within 48 
hours; 

• 19% of respondents reported that between 5-10% of shares are voted within 48 
hours; and 

• 8% of respondents reported that between 0-5% of shares are voted within 48 hours.14 

The precise volume and timing of shares that are voted automatically in line with proxy 
advisor advice is difficult to determine due to lack of transparency in voting results released by the 
proxy advisory firms themselves. Regardless, the existence of robo-voting and its material impact in 
the proxy voting process and results merits oversight and regulation to ensure fairness and accuracy. 

In light of the impact of robo-voting, the Society suggests that the SEC consider requiring 
proxy advisory firms to "disable the automatic submission of votes"15 if the registrant has submitted 
a response and where the proxy advisor is recommending against the management position. By 
disabling the robo-voting feature in these limited circumstances, the SEC can ensure that the 
appropriate level of human consideration is applied in the situations where it is most needed. 

III. Process for Review of Proxy Voting Advice 

The Society applauds and supports the Commission’s efforts to encourage greater accuracy 
and completeness in the voting recommendations and related information included in proxy 
advisory reports. By mandating a review-feedback-review process, the Proposed Rule creates the 
due process essential to providing accurate and timely proxy voting advice to investors. In addition, 
the opportunity for registrants to provide a hyperlink to a company response on a particular issue(s) 
will provide investors a much-needed and convenient way to access the company perspective on 
erroneous statements. The due process provided by the Proposed Rule is critical to ensuring “that 
proxy voting advice be based on the most accurate information reasonably available.”16 

14Society Survey, Question 10; 14% of respondents stated that they did not know, were unsure, made bespoke 
estimates (e.g. “anywhere from 15-25%,” “between 20-30%,”) or stated they believed the impact to be minor. 
Percentages do not equal 100 due to rounding. 

15 Proposed Rule, p. 116, https://www.sec.gov/rules/proposed/2019/34-87457.pdf 

16 Proposed Rule, p. 10, https://www.sec.gov/rules/proposed/2019/34-87457.pdf 
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A. Review Timelines 

The Society appreciates that the Commission is proposing that all proxy advisory firms will 
be required to give all registrants the opportunity for advance review of their proxy advisor reports 
if certain deadlines are met. The Society appreciates that the proposed amount of review time for an 
issuer is potentially longer than the time currently provided, which in some cases can be less than 
24 hours or over a weekend or holiday. As cited by the Commission in footnote 114 of the Proposed 
Rule, according to Broadridge Financial Solutions, Inc., registrants customarily file definitive proxy 
material 35-40 days before a stockholder meeting. As such, we note that many registrants will be 
required to accelerate their proxy statement preparation schedules to benefit from the full five-
business day report review period included in the Proposed Rule, and that there are likely to be a 
significant number of registrants who will be unable to do so, at least in the shorter term. The 
Society’s recent survey supports this conclusion.17 

The Society also commends the Commission on proposing to incorporate a mandated review 
by the registrant of the final version of the report before it is distributed to the proxy advisory firms’ 
clients and to provide a method for the issuer to provide further correction or comment. As the 
Society survey data indicates, registrants’ proposed factual corrections and suggestions often are not 
incorporated, without explanation from the proxy advisory firm.  

Some have argued that the Proposed Rule’s review process somehow compromises the 
independence of the proxy voting advice and that such advice is akin to buy-side analyst reports, 
which are prohibited from being reviewed by the company to avoid compromising the integrity of 
such reports. This argument is surprising since ISS voluntarily provides reports to a limited number 
of issuers today. ISS provides its reports to S&P 500 companies in advance and takes comment on 
any factual errors in a 48-hour timeframe, although companies are sometimes given less response 
time.18 It is difficult to understand how, if ISS’ voluntary review and comment processes do not 
currently compromise the independence of their advice, the Proposed Rule’s review and comment 
period for all public companies would do so. The Society believes that the independence of proxy 
voting advice will not be affected by the Proposed Rule. 

B. Hyperlink to issuer response 

The Society commends the Commission on proposing to provide a method for the issuer to 
correct mistakes in proxy advisory firms’ final recommendations or reports via a company 
hyperlink contained in the proxy advisors’ final report. Because factual errors have frequently been 
found after the voting recommendation has been disseminated to the many institutional investors 
who subscribe to ISS’ and Glass Lewis’ services, the impact of additional proxy materials can be 

17 Society Survey; Question 3; 148 respondents, 37% generally file their definitive proxy statement more than 
45 days before their meeting and 56% generally file their definitive proxy statement between 35 and 45 days before 
their meeting. 

18 Glass Lewis provides registrants who have signed up to participate with an opportunity to review certain 
factual data that are used in their report and provide corrections to that data. Glass Lewis does not provide the complete 
voting report as part of the review process and only makes its final report available to issuers for a fee after the report 
has been disseminated. 
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limited. As a result, the Society is supportive of the Proposed Rule’s requirement that proxy 
advisors must include a hyperlink to a written, publicly-filed, statement prepared by the issuer. 

IV. Proxy Advisory Firms Offer Services That Constitute Proxy Solicitations 

A. The Society supports amending the definition of the term “solicitation” 

The Society agrees with adding the Proposed Rule’s new paragraph (A) to Rule 14a-
1(l)(1)(iii) to clarify that the terms “solicit” and “solicitation” include any proxy voting advice that 
makes a recommendation to a shareholder as to its vote, consent, or authorization on a specific 
matter for which shareholder approval is solicited, and that is furnished by a proxy advisor that 
markets their expertise as a provider of such advice, separately from other forms of investment 
advice, and sells such advice for a fee.19 

The Society supports the Commission’s interpretation of the term “solicitation.” The Society 
agrees that the analysis of what constitutes a solicitation should not turn on whether the proxy 
advisor is seeking authorization to act as a proxy or is uninterested in the vote results. Moreover, the 
analysis also should not incorporate whether the proxy advisory firm provides recommendations 
based on the client’s own proxy voting guidelines or whether the client declines to follow the proxy 
advisor’s advice. The Society believes the Proposed Rule reflects the correct approach and concurs 
with the Commission’s explanation supporting its proposed interpretation.20 

In addition, the Proposed Rule states that each voting recommendation contained within the 
general benchmarking policies or specialty policies (sometimes referred to as specialty reports) 
would be considered a separate solicitation under the amended rules. The Society agrees with this 
determination. General benchmark policies and specialty policies are compilations of voting 
recommendations on a wide range of topics that could potentially be included on a shareholder 
agenda. The specialty policies, such as socially responsible investing policies or Taft-Hartley labor 
policies, provide recommendations that take into consideration certain values, regulatory 

19 The Exchange Act does not define “solicitation” in connection with Section 14(a). Over the years, the 
Commission has defined which communications are solicitations and promulgated rules and regulations in order 
to protect investors in the proxy voting process. See Proposed Rule at 13 citing 15 U.S.C. § 78n(a); 15 U.S.C. § 
78c(b); 15 U.S.C. § 78w. Exchange Act Rule 14a-1(l) currently defines the term “solicitation,” to include, among 
other things, a “communication to security holders under circumstances reasonably calculated to result in the 
procurement, withholding or revocation of a proxy.” See 17 C.F.R. § 240.14a-1(l). 

20 Commission Interpretation on Proxy Voting Advice at 9-10, “The communication generally is in the form of 
a voting recommendation based on the [proxy advisory] firm’s analysis of the proxy materials and whether a particular 
matter is consistent with, not consistent with, or not covered by client voting criteria; it is typically transmitted to the 
client shortly before the meeting to aid the client’s voting determination; and it may be a factor in the client’s voting 
determination. Also, as noted above, proxy advisory firms market their services based on their expertise in researching 
and analyzing proxy issues for purposes of helping their clients make proxy voting determinations. As a result, even 
when based on the client’s own voting guidelines, we believe the communication, if it reflects more than administrative 
or ministerial work, should be viewed as part of a commercial service that is designed to influence the client’s voting 
decision. We believe this to be the case even in circumstances where the client may not follow this advice.”  
https://www.sec.gov/rules/interp/2019/34-86721.pdf 
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requirements or investment objectives of a particular investor audience and their recommendations 
are often predetermined. 

B. ESG Ratings Firms 

ESG ratings firms provide ratings and analysis of companies on a wide range of 
environmental, social and governance issues to many institutional investors. The number and 
influence of ESG ratings firms has been growing. As the asset management industry increases the 
number of ESG-related products offered and continues to commit to consider ESG factors in their 
investment decisions, some ESG ratings are being incorporated into portfolio construction, with 
concomitant impacts on capital allocation. The Society believes the SEC should be alert to changes 
with respect to capital formation, conduct appropriate analysis, and to the extent required, act 
accordingly.   

We believe the Commission should consider current practices by proxy advisors with 
respect to the incorporation of ESG-related information or analysis in proxy voting reports and add 
appropriate clarifications in the Proposed Rule. For instance, ISS includes ESG related analysis in 
its “Proxy Analysis & Benchmark Policy Voting Recommendations,” even in cases where there is 
no specific environmental or social item to be voted upon. Having said that, the increased attention 
of investors on environmental and social (E&S) issues could make them relevant to an investors’ 
assessment of director performance,21 despite not being called out specifically in any particular 
item. In the context of E&S information and analysis being included in a proxy advisor report, we 
believe the Proposed Rule should be clarified to apply to such ESG information and analysis. 

Glass Lewis presents a somewhat different context. Glass Lewis incorporates 
Sustainalytics22 E&S analysis in its “Proxy Paper” report, yet it retains all authority to actually 
make any E&S-related recommendations contained in its proxy voting advice.23 In effect, Glass 
Lewis is incorporating third party analysis into its proxy voting report but not necessarily its proxy 
voting advice. Nonetheless, it appears to the Society that such third-party information constitutes a 
part of the “solicitation” which, therefore, ought to be regulated under the Proposed Rule. 
Accordingly, the information disclosure requirements contemplated under the Proposed Rule should 
properly apply to any third-party information incorporated into proxy voting advice, including with 
respect to methodology, sources of information, conflict of interest, and use of standards that 
materially differ from relevant standards or requirements that the Commission sets or approves.  

21 The recent letters from Blackrock and State Street Global Advisors make clear that board oversight and 
governance of environmental and social risks (e.g. climate change and human capital management) are now highly 
relevant to these large asset managers’ voting in director elections.  See https://www.blackrock.com/corporate/investor-
relations/larry-fink-ceo-letter; and https://www.ssga.com/us/en/intermediary/ic/insights/informing-better-decisions-
with-esg (Accessed Jan. 29, 2020) 

22 Sustainalytics is a leading provider of ESG information to investors including ratings and environmental and 
social analysis. 

23 Based on Glass Lewis representations. 
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V. The Society Supports the Proposed Conflicts of Interest Disclosure 

The Society strongly supports the Commission’s proposal to require enhanced conflict of 
interest disclosure. As noted by the Commission in the Proposed Rule, proxy advisory firms 
regularly engage in activities that present conflicts of interest that should be disclosed to investors. 
For example, as noted above, ISS’ consulting business sells to corporate customers advice on the 
design of corporate governance structures or compensation plans and then ISS subsequently makes 
a recommendation to investor clients on how to vote for related proposals. 

The conflict presented by selling consulting services (very frequently compensation, 
governance and shareholder proposal-related consulting services or, more recently, consulting 
related to ESG scores)24 is compelling. According to a recent Society survey, 62% of the companies 
polled25 noted that they have purchased ISS consulting services within the last three years. 
Moreover, 39% of companies polled noted that they had been solicited by ISS “following a negative 
voting recommendation.”26 One registrant described it as follows: “As many issuers have found, it 
took ISS little to no time to send their sales team in our direction after our low “say on pay” vote, 
asking us if we would be interested in purchasing their consulting services to learn how we might 
avoid getting a negative recommendation in the future. This often feels like a request to pay 
protection money as the “route to safety” is often not knowable without paying an additional fee.”27 

The Society is not alone in its concerns about proxy advisor conflicts; a prominent labor 
union has expressed the same view. In 2013 at the SEC Roundtable on proxy advisors, an AFL-CIO 
representative noted that the “business model of having consulting services provided to issuers and 
at the same time providing proxy advisory services to investors…I think that business model is 
inappropriate, just as I don't think that type of model is appropriate for an auditor. And this is a 
longstanding view that the AFL-CIO has expressed for a long time.”28 

24 The ISS Corporate Solutions website includes the following services: Governance Solutions: Improve 
Governance Ratings, Pinpoint Risks & Develop Roadmaps, Analyze Institutional Voting Behavior, Monitor Activist 
Activity, Assess Proposal Success Rates, Gauge Proxy Advisory Outcomes, Develop Shareholder Engagement; 
Compensation Solutions: Design Equity Plan Proposals, Anticipate Shareholder Concerns & Optimize Disclosures, 
Benchmark Executive Pay & Pay Mix, Test Pay-for-Performance Alignment, Build, Analyze & Monitor Peer Groups, 
Design Performance Awards, Metrics & Goals, Develop Shareholder Engagement; Sustainability Solutions: Improve 
ESG Ratings, Pinpoint ESG Disclosure Gaps and Develop Roadmaps for Improvement, Benchmark Current Practices 
Against Peers, Analyze Institutional Shareholder Environmental & Social Policies 

25 Society Survey, Q 11, 62%, 78 of 124 responses. 

26 Society Survey, Q 14, 39%, 48 of 121 responses. 

27 Provided by a Society member who wishes to remain anonymous. 

28 It’s worth noting that the AFL-CIO representative in the same discussion stated that “where a client is a 
proponent of a resolution, that that ought to be disclosed;” presumably referring to the scenario where the proxy 
advisory firm provides research, reports, and other services, including voting services, to a shareholder resolution 
proponent while also providing a voting recommendation to investors on the same resolution/proposal submitted by the 
proxy advisory firm client. We believe this is a less well understood conflict. https://www.sec.gov/spotlight/proxy-
advisory-services.shtml (See “Transcript” link on webpage, accessed January 29, 2020.) 
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Requiring conflicts of interest disclosure is further justified because the standard ISS 
consulting contract forbids the issuer from disclosing the existence of a consulting relationship.29 

Requiring disclosure of these consulting relationships will allow much needed “sunlight” into this 
proxy advisor business area.30 

The Society therefore supports the detailed disclosures in proposed Rule 14a-2(b)(9)(i) in 
order to provide investors with information to understand the full nature and scope of proxy 
advisory firms’ conflicts of interest. Furthermore, we support the types of disclosure specified by 
proposed Rule 14a-2(b)(9)(i)(A) through (D), as these cover both the types of conflicts of interest 
that are problematic, as well as any policies and procedures of proxy advisory firms that may 
address such conflicts. Moreover, we support the Commission’s proposal to make the proxy 
advisory firms’ exemptions from the information and filing requirements of the federal proxy rules 
contingent upon the disclosures required by proposed Rule 14a-2(b)(9)(i). 

A. The requirement to disclose consulting arrangements should NOT be subject to a 
materiality standard 

Society survey data and ISS disclosed consulting information31 strongly suggest that the 
revenue earned by ISS through its consulting business, which we estimate at more than $48 mil 
annually, is material to the firm’s overall financial performance.32 This creates at least a theoretical 
conflict of interest relative to each recommendation subject to an existing (or even potential) 
consulting relationship. While any individual consulting relationship may not be economically 
material to ISS, the practical import of the conflict created by the overall consulting revenue 
manifests itself on a company-by-company basis. As a result, the only practical way to equip 
investors to adjust for the existence of a conflict is to require company-by-company disclosure, 
regardless of the “materiality” of that amount to the proxy adviser’s overall income.   

For this reason, we believe that requiring only “material” interests, transactions, or 
relationships that present conflicts of interest may unduly limit the disclosure that proxy advisory 
firms provide. Rather, the Society recommends that the proposed Rule 14a-2(b)(9)(i)(A) through 
(D) should be clarified to require disclosure of any interest, transaction or relationship with respect 
to the proxy advisory firm that may present a conflict of interest, and the dollar amount thereof. 

29 Based on review of ISS Corporate Services contract Terms and Conditions. 

30ISS currently provides inadequate boilerplate disclosure in small font at the end of every report that simply 
says the issuer “may have” purchased services from the ISS consulting business.  If clients of ISS want more detail, they 
have to request it from ISS. 

31 ISS Corporate Solutions notes that it “helps over 1300 corporate clients throughout the year.” 
https://www.isscorporatesolutions.com/solutions/executive-compensation-advisory-services/ 

32 The Society estimates ISS Corporate Solutions revenue at more than $48,000,000 annually. Based on 
Society member responses to Question 13 in the Society survey (attached) regarding ISS consulting fees, we estimate 
the average annual consulting fee at approximately $37,500. The ISS Corporate Solutions website notes over 1300 S&P 
1500 companies as clients.  $37,500 x 1300 (clients)=$48,750,000. 
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B. The Proposed Rule should ensure conflict of interest disclosures are user-friendly 

On a related note, we are concerned that the Proposed Rule does not provide sufficient 
guidance to proxy advisory firms on the manner in which the disclosure on conflicts of interests 
should be provided. For example, we support clear disclosure that will inform investors about these 
conflicts of interests both in plain English and sufficiently sized font. 

We further support adding instructions to the Proposed Rule specifying that a proxy 
advisory firm also provide a clear initial statement in its proxy voting advice, both in bold and 
sufficiently sized font size, that the proxy advisor does have a consulting relationship with the 
company subject to the voting recommendation.  The SEC imposes disclosure location and 
appearance requirements in other contexts33 and should do so here.  

VI. Proposed Amendments to 14a-9 

The Society supports the SEC proposal to amend the list of examples in Rule 14a-9 to 
include the “proxy voting business’s methodology, sources of information, conflicts of interest or 
use of standards that materially differ from relevant standards or requirements that the Commission 
sets or approves.”  The Society believes that including such examples in Rule 14a-9 will provide 
needed further definition as to the information necessary to ensure that proxy voting advice is not 
misleading due to lack of essential context. 

We can see no principled distinction between subjecting an “ordinary” proxy solicitation to 
14a-9 liability and somehow exempting a solicitation made by a proxy advisory firm.  As the SEC 
noted in the release announcing the Proposed Rule, “we continue to believe that subjecting proxy 
voting advice businesses to the same antifraud standard as registrants and other persons engaged in 
soliciting activities is appropriate in the public interest and for the protection of investors.”34 We 
agree. 

A. Disclosure of proxy advisor rules/standards that differ from SEC/stock exchange 
rules/listing standards 

The Society strongly supports the inclusion in Rule 14a-9’s list of examples of the “use of 
standards that materially differ from relevant standards or requirements that the Commission sets or 
approves” (i.e., rules or standards promulgated by the SEC and/or its Staff or approved by the SEC 
as part of its oversight and regulation of securities exchanges).  

Proxy advisors apply standards or policies that differ from SEC and/or stock exchange 
listing requirements frequently enough that it strains credulity to believe that the reasonable investor 
always understands whether a voting recommendation reflects (non)compliance with existing 
rules/regulations/standards or simply proxy advisor judgment.  For example, proxy advisory firms 
apply standards that differ from SEC, stock exchange rules and certain state laws with respect to: 

33 17 CFR § 229.10 – e-1-i-A. 

34 Proposed Rule, p. 68. 
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• Director independence 
• Executive compensation 
• Say on pay voting results 
• Shareholder vote counting methodology 

Ensuring that investors have the relevant information they need to understand whether a 
recommendation reflects issuer compliance with de jure regulatory requirements instead of a proxy 
advisor’s policy judgment will ensure that votes cast in accordance with the recommendations 
actually reflect an investor’s informed evaluation of the proxy advisor’s opinion. 

VII. Proxy Advisors Should Not Be Permitted to Charge Issuers for Draft Reports 

Question 31 of the SEC release35 asks whether proxy advisors should be allowed to “seek 
reimbursement from registrants and other soliciting persons.” We strongly believe that requiring 
issuers to pay for the draft reports would largely just recreate the status quo ante. Currently, ISS 
provides draft reports to S&P 500 companies. To quote a member: 

Although ISS has a longstanding practice of circulating their draft reports to us 
for review, Glass Lewis does not have such a practice and has forced us to 
purchase reports from them, simply for the ability to review and comment on the 
report (and then pray that they’ll address any inaccuracies after it’s been 
published, which is often too late). A company may learn from its advisors what 
Glass Lewis has recommended, but these advisors are restricted from sharing the 
reports under their licensing agreements. This often feels like a hold up where we 
have to pay money simply to defend ourselves or know what has been said about 
us—if we don’t pay we find ourselves shadow boxing in response to rumors that 
we hear piecemeal. Requiring proxy advisory firms to circulate their reports for 
comment would eliminate this…” 

The Society strongly believes that basic notions of fair play preclude charging issuers for the 
opportunity for due process in the formulation of recommendations applicable to what is for many 
registrants the single most important and impactful governance activity of the year.  

We appreciate the opportunity to comment on this Proposed Rule and would be happy to 
provide further information or context, to the extent you find it useful. 

***************************************************************************** 

35 Proposed Rule, p. 68, https://www.sec.gov/rules/proposed/2019/34-87457.pdf 
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APPENDIX A 



Nano-cap: Less 
than $50M 

Micro-cap: $50 
million up t... 

Small-cap: 
$300 million... 

Mid-cap: $2 
billion up t... 

Large-Cap: $10 
billion up t... 

Mega-Cap: 
above $300... 

Other [please 
specify] 

Society Survey on Proxy Voting Advice 

Q1 What is your market cap? 
Answered: 149 Skipped: 0 

    

 

 
 
 
 
 
 
 

  
  

 
  
  

 
 

  

 
  

   

 
  

   

 
 

  

 
  

 

  
    

 

 

      

    

 

     

           
 
 

  

   

      

    

   

   

   

   

 

 
 

   
    

 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES 

Nano-cap: Less than $50M 

Micro-cap: $50 million up to $300 million 

Small-cap: $300 million up to $2 billion 

Mid-cap: $2 billion up to $10 billion 

Large-Cap: $10 billion up to $300 billion 

RESPONSES 

0.67% 

1.34% 

12.08% 

35.57% 

49.66% 

1 

2 

18 

53 

74 

Mega-Cap: above $300 billion 0.67% 1 

Other [please specify] 0.00% 0 

# OTHER [PLEASE SPECIFY] DATE 

There are no responses. 

149 



    

 

 

 
    

 
 
 
 

 
 
 
 
 
 

 
 
 
 

           
 
 

  

   

   

  

Society Survey on Proxy Voting Advice 

Q2 Is your company in the S&P 500? 
Answered: 149 Skipped: 0 

Yes 

No 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES 

Yes 

No 

RESPONSES 

53.02% 

46.98% 

79 

70 



    

 

 

   
 

    
 
 

   
 

 
 
 

  
   

 
 
 

  
   

 
 
 

  
 

 
 

           
 
 

  

   

      

      

   

 

  

Society Survey on Proxy Voting Advice 

Q3 How many days prior to your annual shareholder meeting does your 
company generally file its proxy statement? 

Answered: 148 Skipped: 1 

More than 45 
days 

Less than 45 
days but mor... 

Less than 35 
days but mor... 

Less than 25 
days 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES RESPONSES 

More than 45 days 37.16% 55 

Less than 45 days but more than 35 days 56.08% 83 

Less than 35 days but more than 25 days 6.08% 9 

Less than 25 days 0.68% 1 

148 



    

 

 

  
  

 

 

  
          

   
 
 
 
 

 
 
 
 
 
 

 
 
 
 

           
 
 

  

   

   

  

          
 

     

 

     

Society Survey on Proxy Voting Advice 

Q4 The proposal provides that if the company files its definitive proxy 
statement 25 - 45 days before the date of the shareholder meeting, proxy 

advisors would be required to provide the company at least three   
business days to review their proxy voting advice and provide feedback, 

and if the company files its definitive proxy statement 45 calendar days or 
more before its shareholder meeting, proxy advisors would be required to 

provide the company at least five business days to review their proxy 
voting advice and provide feedback. Issuers that file their proxy statement 
less than 25 calendar days before the meeting would get no review and 

feedback period. Would you consider filing your proxy statement earlier to 
take advantage of the proposal's review and feedback time periods? 

Answered: 91 Skipped: 58 

Yes 

No 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES 

Yes 

No 

RESPONSES 

50.55% 

49.45% 

46 

45 



    

 

  

   

   
   

       
  

   
        

    

    

   

          
         

     
  

    

   

      
     

 

        
    

    
     

    
       

    
      

 

       
   

  
  

    
  

      

 
    

       
  

   
 

  
        

     

     
   

       
     

          
    

 
       

  

  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

Society Survey on Proxy Voting Advice 

# COMMENTS: (PLEASE EXPLAIN) 

Already file early enough 

Barring any other reason for waiting to file later, we would file earlier. Might depend on the 
receipt of responses to no-action letters or negotiations with proponents. 

Ensuring that we have an opportunity to review and respond to proxy advisors' reports would be 
a significant factor in filing by or before the proposed rule's deadline. 
Given our current filing timelines (40-42 days prior to meeting, generally), the proposed review and 
feedback time periods would be acceptable, and the benefit of two additional review days coming 
from the 45+ day filing would not outweigh the cost of accelerating filing. 

I can generally review the reports and respond within three business days. 

I doubt this would influence our timeline 

I would consider filing it earlier, but s a practical matter that would be very challenging. Better if 
the 5 day review opportunity were aligned with the requirement for using notice and access - file at 
least forty days out. This is more manageable from issuer perspective, and has a good anchor, 
and probably lots of issuers doing that already. 

I would consider this but it would be a secondary consideration. 

our filing date is mandated by the corporate law that applies to us. 
Our largest shareholder completely delegates its proxy voting to ISS. We have reached out to 

that shareholder and have been advised that they have no need to talk to us because of their 
practice. 

Our proxy preparation schedule is very tight, so it would be difficult to accelerate the filing in 
order to get additional review time for proxy advisory reports. 

So far, we have not had any issues with shareholder votes impacting proposals. Until we see a 
reason for concern, we will probably would not change the timing of our SEC filing. 

Two extra days, which we need to get last minute etc. comments, Board clearance, etc., is not 
worth it and under most circumstances three days is going to be more than enough. 

We file at least 40 days prior to annual meeting date to take advantage of notice and access 
rules. 3 days to review and provide feedback on the proxy voting advice would be sufficient for our 
company. 

We file in the 25 - 45 day window and would have three days to review. We would not push our 
file date back to more than 45 days prior to gain only two more review days. 

We have had several instances when the proxy advisors have been incorrect. We would like a 
reasonable oppty to correct 

We typically get at least 24 hours to review and respond to the proxy report and we manage 
around this time frame fairly well. We would need to file 3 days earlier to gain additional days to 
review. On balance, we would probably prefer to file on the same timeframe as we have been. 

We would be inclined to keep filing date as is (which would give us 3 business days) 

We would consider filing our proxy statement earlier than we otherwise would if it entitled us to 
three business days to review the report. 

We would consider it, especially if we were on the cusp of the 45 day window (which we often 
are). 

We would have the 3 days, which is generally more than enough for us. The issue is, we've had 
the proxy advisors send us their draft reports late on Fridays and count Saturdays and Sundays as 
review days. That makes it tough to get comprehensive comments from all internal stakeholders. 

We would have to move our annual meeting in order to do that because we can’t file the proxy 
statement any earlier than we do. 

We would indeed consider filing our proxy earlier, but on our current annual meeting schedule, 
that would be very difficult to do. 

We would probably file right at 45 days to get the extra 2 days of review (5 days instead of 3), 
but that's because it won't change our calendar much. 

While we do provide comments to the proxy advisors to correct errors, those comments are not 
always incorporated. We then will take the corrections directly to our largest shareholders. 

yes, if we filed that late. 

22 

23 

24 

25 

26 



    

 

 

  
 

 
    

 
 
 
 

 
 
 
 
 
 

 
 

 
 

           
 
 

  

   

   

 

  

Society Survey on Proxy Voting Advice 

Q5 Are you aware of any factual errors, omissions of material facts, or 
errors in analysis in proxy advisor recommendations with respect to your 

company in the last three years? 
Answered: 134 Skipped: 15 

No 

Yes (please 
briefly... 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES 

No 

RESPONSES 

58.21% 78 

Yes (please briefly describe) 41.79% 56 



    

 

   

 

      
  

 
    

  
      

   
    

  
          

     
   

   
  

      
   

    
   

       
    

      
   

    
    

  
   

     

      
     

 
      

    
 

  

    
  

  
   

   

    
 

  

      
    

  
  

  

      
  

    
     

    
 

       
  

     
   

Society Survey on Proxy Voting Advice 

# PLEASE BRIEFLY DESCRIBE: 

1 In connection with a shareholder proposal, ISS cited in their supporting statement a 
completely unrelated (and factually inaccurate) news article as support for the 
proposal. Because we are in the S&P500, I was able to review and inform them of the 
inaccuracies, which led to their removal of the reference (but not a change in their 
recommendation). 

2 Each year for the shares outstanding number, ISS includes a number of shares 
from our 3rd Qtr 10-Q in a table that says all information is as of the record date. I 
always note that the record date shares outstanding is in the proxy statement (it's 
required) and provide that number. I usually get the response back that "this data 
comes from a third party provider" - that doesn't excuse the fact that it is inaccurate. 

3 In the compensation analysis, ISS always states that we do not disclose 
benchmarking targets for various components of our comp program. Each year I point 
out that we affirmatively state in the proxy that we do not use benchmarking targets. 
Sometimes they correct it, sometimes they don't. 

4 ISS often has errors in the description of our equity comp because they lump 
different types of equity with different terms into one bucket. They also always 
describe the terms of our performance based restricted stock incorrectly - each year 
for at least the last three, I have had to point them to the correct information in the 
proxy statement. And then in the next year's report, they make the same errors again. 

5 There are routinely factual errors in the director information that we have to correct 
in the advance review - things like incorrect current employment, number of outside 
boards, committee memberships/chairs, etc. 

6 Advisors failed to read disclosure in our proxy statement that while our lead 
independent director was retiring, we would appoint a new one at the board meeting 
immediately following the annual meeting. Advisors indicated we would have no lead 
independent director. 

7 All minor and corrected 

8 Both proxy advisory firms refused to take into account or cite lengthy commentary 
on the circumstances related to executive pay for our company (which we consider a 
material set of facts) in recommending against "say on pay" or to address that 
commentary in response to comments (ISS provided a chance to comment ahead; 
Glass Lewis required us to purchase the report in order to comment). All shareholders 
that we spoke with, with the exception of one, subsequently supported the 
management recommendation on "say on pay," and many noted that the context 
(which ISS and Glass Lewis refused to reflect) was helpful in reaching the 
determination to support management. 

9 Certain executive compensation matters, such as vesting of stock options and 
restricted stock. In addition, certain corporate governance matters, such as anti-
takeover required shareholder votes. 

10 Errors in governance descriptions. 

11 errors in reporting regarding environmental matters reported in Glass Lewis report 

12 Errors regarding compensation elements, business mix. Relying on stale 
information. 

13 Errors were made by misapplying a US analysis to a foreign corporation. 

14 Factual error in failing to note that a CEO served for a partial year. (This was more 
than three years ago, but a significant miss.) 

15 Glass Lewis incorrectly described part of a feature of our compensation plan that 
didn’t apply to us and had to issue revised report. 

16 Glass Lewis incorrectly identified a director as "over-boarded". 

17 Glass Lewis recommended against the chair of our Governance Committee after 
making an unexpected vote recommendation based on no communicated policy with 
respect to independence-related disclosures made. Also have experienced the 
repetition of previously corrected data in prior year proxy reports in current year 
reports, necessitating very careful proofing each year. Biographical details have been 
misquoted as well. 

18 I have had to correct factual errors and add facts that have been omitted from the 
analysis. The omitted facts were items that had been reported on Form 8-Ks or Form 
4s or issuer press releases. Also, the advisor actually seemed to base some analysis 
on media coverage versus the issuer's filings. 
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Society Survey on Proxy Voting Advice 

In advance of our 2016 annual meeting, ISS issued a negative (i.e., "AGAINST") 
vote recommendation on our "say-on-pay" proposal. Their recommendation was 
based upon numerous factual and analytical errors (e.g., failure to account for a one-
time item affecting comparability to prior year figures; incorrectly stating that EBITDA 
target was set below forecast; total misunderstanding of revised ROIC methodology; 
etc.). We ended up pointing all these errors out to them and filing additional definitive 
soliciting materials. ISS then issued a revised report, with an affirmative (i.e., "FOR") 
vote recommendation. 

In proposals related to political activity and/or lobbying reporting, ISS understates what 
we publicly disclose (when the additional disclosures are clearly included in the same 
one page document with information they did include in their report). In one year, they 
did correct the description once it was pointed out in our advance review. In another 
year, they only corrected a portion of the description. 

Inaccurately described director related party transactions 

Inconsistent application year-over-year by ISS of its own method on how to compute 
value of CEO performance equity awards. Their own mid-year written advice to us was 
ignored in the published report 6 months later. Since we are not S&P 500 and do not 
receive a preview of the report, it took a challenge to ultimately have the report 
changed just a few days before the meeting and significant time from management to 
explain all of this to stockholders (many of whom had voted upon the first, faulty 
recommendation). The revised, corrected ISS report turned their say-on-pay 
recommendation from AGAINST to FOR. 

Incorrect characterizations and recitation of facts 

Incorrect data on governance 

Incorrect information about shareholder rights to call special meetings 

26 Incorrect, non-GAAP financial information included in the report because the proxy 
advisory firm uses financial data from a third party that adjusts the data to “normalize” 

27 Independence issue with our Chairman who is also a former CEO. 

ISS did not apply their three-year lookback policy for director independence 
properly. They initially carried over facts which occurred four years ago (and then fell 
off). However, ISS did correct the analysis when we commented on their error. 

ISS has included in our peer group companies that are externally managed and thus 
do not pay any compensation or only a small portion to their executive officers 
(thereby skewing comparative pay metrics). 

ISS is pretty good for accuracy. MSCI and Sustainalytics include inaccurate 
information that they have not corrected after we pointed out the inaccuracy. One 
example is the number of boards that our CEO serves on - they just have incorrect 
information and have not corrected it. 

Minor errors relating to our equity compensation program. 

Misrepresentation of vote require to amend bylaws/charter, inappropriate controversies 
flag, characterization of business in sustainability report (health care provider is not in 
"the Social “basic needs” category 2"), incorrect labeling of incentive plan metrics, and 
much more. 

Misstated classes of stock. 

Misstatement of existing percentage required to call a special meeting when a lower 
percentage was the topic of a shareholder proposal; omission of description of 
changes to how LTI was paid (cash vs stock) that explained changes in summary 
comp table. 

Misunderstanding disclosure explaining why performance target was lower than in 
previous year 

Nothing material to the voting recommendations. 

Nothing specific to point out but there is always something to correct. 

Only very minor, non-substantive corrections. 

outdated reporting on status of litigations, mis-categorizing directors as non-
independent. 

Routinely for proposals requesting a 10% threshold for shareholders to call a special 
meeting, ISS states "Commonly, companies have a 10% threshold". They then cite 
stats that indicate less than 15% of the Russell 3000 actually have a 10% threshold. I 
have repeatedly pointed out that less than 15% does not align with an recognized 
definition of "Commonly", and am routinely ignored. 
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Society Survey on Proxy Voting Advice 

41 Statements that are not supported by the data that the proxy advisor includes 
elsewhere in its recommendation. 

The most egregious was a situation with a director who missed a couple of meetings 
due to a business conflict and then missed a meeting due to a sick family member. In 
our view the latter should have been excused, i.e., not counted, but ISS said that 
because she had more unexcused absences than excused, their recommendation 
against stood. They also recommended against our say-on-pay because they said we 
did not disclose something. When we pointed out that it had been disclosed, they 
came up with a different reason and still recommended against. 

There was an error in analysis regarding a shareholder proposal. We contacted the 
proxy advisory firm during our preliminary report review period, and the final report did 
not contain the error. 

There was one factual error concerning a directorship for one of our directors. 
However, I would not consider the error to be material. 

They have always corrected errors we point out. 

They have made assumptions about our executive compensation program 
components that they categorized as short term but we believe we long term as it 
measured performance over a 3 year period. 
They left out of their "board and management updates" section the fact that one of our 
longer term directors was retiring (it was all over the proxy and "unmissable"). 

They make errors all the time, e.g., they insisted we had no anti hedging policy 
when we did and it was publicly available. They got our remaining share count wrong. 
They had our CEO’s compensation wrong 

They misinterpreted our restricted stock plan (and the annual grants which are part 
of executive comp) as well as effect of accelerated vesting of restricted shares upon a 
change in control. 

Unfortunately I can not remember specifics. It may have been around who was on 
what committee or the chairs of the committee. 

We enhanced our proxy disclosure in accordance with Glass Lewis's updated voting 
guidance on virtual shareholder meetings. However, in its initial report, Glass Lewis 
said we had "insufficient shareholder protections for virtual-only meeting," which is 
frustrating and perplexing given that we had enhanced our disclosure to address the 
issues in Glass Lewis's proxy voting guidance. Glass Lewis later revised its report to 
omit this statement when, according to Glass Lewis, an investor questioned what the 
statement meant and why Glass Lewis didn't recommend an "against" vote if it felt the 
proxy disclosure was inadequate. 

We frequently see inaccuracies in basic data and subjective commentary in 
positions taken with respect to shareholder proposals. 

We usually update our information with the proxy advisor during the year to ensure 
that the information is correct. 

When our CEO's pay decreased, the report said it increased year over year (because 
they failed to update the report from the prior year's language). This was corrected 
when I pointed it out in our advance review - again, a clear indication of why that 
review is so critical. 

yes, an incorrect fact about director attendance in one case, and another factual 
error in another, both of which led to changes in voting recommendations. 

Yes, however, we have had the ability to review and provide corrections. 

Yes. ISS missed a bullet in the list of our a Lead Directors responsibilities and 
recommended for an independent chair proposal and had to issue a new voting 
recommendation. 



   
 

 

 

  
 

   
 
 
 
 

 
 
 
 
 
 

 
 
 
 

           
 
 

  

   

   

  

Society Survey on Proxy Voting Advice 

Q6 Did your company attempt to communicate with the relevant proxy 
advisory firm(s) about the errors/omissions and the company perspective? 

Answered: 58 Skipped: 91 

Yes 

No 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES 

Yes 

No 

RESPONSES 

91.38% 

8.62% 

53 

5 
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Q7 If, and after the factual errors/omissions were brought to the attention 
of the proxy advisor(s), were the errors/omissions corrected? 

Answered: 52 Skipped: 97 

No 

Yes 

Other (please 
explain) 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES RESPONSES 

32.69% 17No 

44.23% 23Yes 

23.08% 12Other (please explain) 

# 

1 

OTHER (PLEASE EXPLAIN) 

we pointed this out in the draft version we received; the language was modified for the final 
version 

2 See comments in the earlier question - sometimes yes, sometimes no, and often the errors are 
repeated from year to year 

3 

4 

5 

6 

7 

8 

Yes, unless the advisors disagreed with our characterization of the relevant provisions in 
question. 

inaccuracies in basic data is generally corrected; subjective analysis in response to shareholder 
proposals is generally not changed 

not always 

some were, others weren't 

In a couple of instances they were corrected. 

sometimes. 

9 Error was blatantly wrong in this instance 

10 They came up with other reasons to keep their original recommendations against. 

11 Some were corrected; others were nor 

12 One advisor amended their report. One did not. 
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Q8 Were the errors/omissions and correction(s) communicated to 
investors before the annual meeting? 

Answered: 23 Skipped: 126 

Yes 

No 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES 

Yes 

No 

RESPONSES 

65.22% 

34.78% 

15 

8 
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Q9 Did investors change their vote based on the corrected 
recommendation? 

Answered: 12 Skipped: 137 

Yes 

No 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES 

Yes 

No 

RESPONSES 

58.33% 

41.67% 

7 

5 



   
 

 

 

 
 

 
  

  
    

 
 

  
   

 
 

  
   

 
 

  
   

 
 

  
  

 
 

  
 

 
           

 
 

  

    

      

    

     

   

 

  

Society Survey on Proxy Voting Advice 

Q10 How would you describe the "robo-voting" impact of proxy advisory 
firm recommendations on the outcome of proposals presented in your 

company's annual meeting? In this context, robo-voting would be  
measured by the percentage of your company's outstanding shares 

automatically voted in line with the proxy advisory firm's recommendations 
within two days of release of the voting recommendation. 

Answered: 125 Skipped: 24 

They influence 
the votes of... 

They influence 
the votes of... 

They influence 
the votes of... 

They influence 
more than 20... 

Other (please 
specify:) 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES 

They influence the votes of 0-5% of shares voted 

They influence the votes of 5-10% of shares voted 

They influence the votes of 10-20% of shares voted 

They influence more than 20% of shares voted 

RESPONSES 

8.00% 

19.20% 

32.80% 

25.60% 

10 

24 

41 

32 

Other (please specify:) 14.40% 18 

125 
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# OTHER (PLEASE SPECIFY:) 

I don't know how to get this information with certainty, but I strongly suspect more than 20%. 

Unknown 

anywhere from 15-25% - I can't access the detailed reports today, but will try to pull them to get 
the more precise numbers next week. 

We have no way of knowing with any certainty. 

not sure that i can quantify this. 

Support for shareholder proposal moved from 39% to 55% the day after ISS released its report 
that recommended "FOR" the proposal. 

ISS, Glass Lewis and Egan Jones collectively influence at least 70% of the institutional 
investors in our stock! 

not sure. Most of our larger investors wait until later to vote 

9 Not absolutely sure of the impact. 

10 I do not believe we have analyzed the impact of robo voting. 

11 don't know 

12 I don't know because I don't know which votes are "automatic." 

13 Working on finding an answer to this question. 

14 Over several years, it has ranged from over 10% to over 20%. 

15 between 20% - 30% 

16 Not sure 

17 I believe 5-10%. 

18 Unknown at this time; not likely a huge percentage. 
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Q11 Do you purchase any consulting services from ISS or have you 
purchased any consulting services from ISS in the past three years? 

Answered: 124 Skipped: 25 

Yes 

No 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES 

Yes 

No 

RESPONSES 

62.90% 

37.10% 

78 

46 
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Q12 What types of services (e.g., compensation consulting)? 
Answered: 76 Skipped: 73 
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# RESPONSES 

Access to online tools and equity plan consulting. 

Comp and esg 

comp consulting 

Comp consulting 

Comp consulting for equity plan approval 

comp/gov 

Compensation 

Compensation and Consulting Services 

Compensation and governance consulting services contract with ISS. 

Compensation and governance consulting. 

Compensation and governance information 

Compensation c 

Compensation consulting 

compensation consulting 

Compensation consulting 

Compensation consulting 

Compensation consulting 

Compensation consulting 

Compensation consulting 

Compensation consulting 

compensation consulting and consulting on amendments to stock incentive plan 
requesting additional shares 

Compensation consulting and governance consulting 

Compensation consulting and governance suite. 

Compensation consulting and review services- 2020 will be the first year 

Compensation consulting in order to obtain advance review of a comp plan up 
for a vote. 

Compensation consulting New ESG reporting/consulting module 

Compensation consulting, E&S quality score, governance quality score 

Compensation consulting, Sustainability consulting. 

Compensation consulting; consulting re quickscore 

Compensation Consulting; Equity Measurement Tool 

Compensation Plan analysis 

compensation plan consulting 

Compensation plan modelling 

Compensation, additional share request, new incentive (equity plan) analysis 

compensation, governance and E&S consulting 

consulting 

Consulting for new equity compensation plan 

Consulting on our proposal to add shares to our incentive compensation plan. 

consulting on proposal to add shares to equity plan 

Equity plan 

Equity plan 
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42 Equity Plan consulting 

43 equity plan consulting, ISS pay for performance modeling 

44 Equity Plan scorecard (modeling outcome) 

ESG and Proxy exec comp 

46 ESG PRODUCT 

47 Executive compensation consulting 

48 executive compensation consulting services. 

49 Executive compensation, governance and E&S consulting 

For approval of benefit plans 

51 general services plus add on executive comp every 2-3 years depending on 
issues 

52 governance and compensation consulting 

53 Governance and compensation consulting and modeling services 

54 Governance and compensation consulting both 

Governance consulting 

56 governance data 

57 Governance suite 

58 Governance Suite and Exec Comp Analytics 

59 Governance Suite, ExecComp Analytics, and, in years when we have an exec 
comp plan up for shareholder approval, we do the plan advisory tool. 

Governance. 

61 ICC compensation evaluation and share solution for LTI 

62 Incentive compensation plan advice 

63 Iss consulting 

64 Modeling services 

Pay for performance modeling and CD&A review services 

66 review of proxy, compensation disclosure, equity plan 

67 Services in connection with the stockholder approval of a long-term equity plan 
in 2019. 

68 The full suite offered by ICS. 

69 the incentive plan review 

the model for equity compensation plans 

71 The normal governance consulting services and, from time to time, equity plan 
consulting services. Mostly done to get access to QualityScore data and 
information. It's very expensive and of limited usefulness. 

72 We have subscribed to both ISS governance and ESG consulting. 

73 We purchase ISS governance suite from ISS corporate solutions only. 

74 We purchase the ISS Governance and Sustainability consulting services (both). 

We typically purchase their services when we are requesting additional shares 
or the renewal of a stock plan. 

76 We use the basic ICS governance services. 
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Q13 How much do you pay annually for ISS consulting services or how 
much have you paid in any year that you have purchased such services? 

Answered: 75 Skipped: 74 

Less than 
$10,000 

Between 
$10,000 and... 

$25,000 to 
$50,000 

More than 
$50,000 

Other (please 
explain:) 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES RESPONSES 

Less than $10,000 2.67% 2 

Between $10,000 and $25,000 14.67% 11 

$25,000 to $50,000 52.00% 39 

More than $50,000 22.67% 17 

Other (please explain:) 8.00% 6 
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Q14 Have you been solicited by or on behalf of ISS to obtain consulting 
services from ISS following a negative voting recommendation? 

Answered: 121 Skipped: 28 

Yes 

No 

We have never 
received a... 

Other (please 
explain:) 

   
 

 

 

  
 

    
 
 
 

 
 
 
 
 

 
 
 
 
 

  
  

 
 
 

  
 

 

 
           

 
 

  

   

   

     

   

 

 
 

  

     
  

    

     

    

     
  

       

    

       
  

       

 

          
 

    

 

   

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 

ANSWER CHOICES RESPONSES 

Yes 39.67% 48 

No 26.45% 32 

We have never received a negative voting recommendation, but have been solicited to obtain consulting services 26.45% 32 

Other (please explain:) 7.44% 9 

121 

# 

1 

2 

3 

OTHER (PLEASE EXPLAIN:) 

We are routinely solicited by ISS to obtain consulting services, including after any negative 
voting recommendation. 

They solicit us all the time. 

Solicited every year regardless of voting recommendations 

4 We received a negative voting recommendation while already an ICS client. 

5 No, but our consulting arrangement pre-dated my joining the company and I don't know the 
history of how that began. 

6 We were solicited for services right after a large and unexplained drop in our ISS score. 

7 We are regularly solicited by ISS for services 

8 We have been solicited by ISS. The solicitation is in the regular course and does not appear 
related to any negative voting recommendation. 

9 We have received hard selling in connection with our renewal of shares in our benefit plans. 
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