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Pro xy Vo t in g Rep o rt
Perio d : Ja n u a ry 0 1, 2 0 2 3 - M a rch 3 1, 2 0 2 3

Votes Cast 44 Number of meetings 4

Fo r 4 1 W it h m a n a g em en t 4 1

W it h h o ld 0 Ag a in st m a n a g em en t 3

Ab st a in 0

Ag a in st 3

Ot h er 0

Total 44 Total 44

In 5 0 % o f m eet in g s w e h a ve ca st o n e o r m o re vo t es a g a in st m a n a g em en t reco m m en d a t io n .
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Gen era l Hig h lig h t s

Board quality in focus
Recen t yea rs h a ve d ra m a t ica lly a lt ered t h e co rp o ra t e g o vern a n ce la n d sca p e a s

p u b lic co m p a n y d irect o rs fa ced u n iq u e ch a llen g es in clu d in g t h e COVID-19

p a n d em ic, Ru ssia ’s in va sio n o f Ukra in e, so a rin g en erg y p rices, a n d a co st-o f-l ivin g

crisis. Th is sh if t p la ced a ren ew ed fo cu s o n b o a rd q u a lit y, a s b o t h in vest o rs a n d

reg u la t o rs d irect ed sig n if ica n t scru t in y t o w a rd s t h e d irect o rs’ effo rt s t o n a vig a t e

t h ese t u rb u len t t im es. Ag a in st t h is b a ckd ro p , reg u la t o rs ro lled o u t severa l in it ia t ives

a im ed a t st ren g t h en in g b o a rd co m p o sit io n a n d d irect o r a cco u n t a b il i t y.

In t h e US, p ro xy f ig h t s en t ered a n ew era o f u n iversa l p ro xy ca rd s. Th e n ew ru les

a d o p t ed b y t h e Secu rit ies a n d Exch a n g e Co m m issio n en a b le sh a reh o ld ers vo t in g

rem o t ely in co n t est ed elect io n s t o vo t e fo r a co m b in a t io n o f ca n d id a t es fro m t h e

co m p et in g sla t es p u t fo rw a rd b y t h e d issid en t sh a reh o ld er a n d t h e in cu m b en t

b o a rd , a s t h ey co u ld if vo t in g in p erso n . Th e a b il i t y o f sh a reh o ld ers vo t in g b y p ro xy

t o ch erry-p ick ca n d id a t es w il l o verh a u l t h e m ech a n ism s b y w h ich p ro xy f ig h t s w ere

ca rr ied o u t in t h e US t h u s fa r, ren d erin g in d ivid u a l b o a rd m em b ers m o re su scep t ib le

t o rem o va l a n d p la cin g t h em u n d er in crea sed scru t in y.

On t h e o t h er sid e o f t h e At la n t ic, t h e co lla p se o f f in a n cia l service p ro vid er W ireca rd

p ro m p t ed Germ a n y t o a d o p t t h e Act o n St ren g t h en in g t h e Fin a n cia l M a rket

In t eg rit y, w h ich set s st r ict er req u irem en t s fo r t h e g o vern a n ce o f l ist ed firm s. M o st

n o t a b ly, it req u ires t h a t a u d it co m m it t ees co m p rise t w o fin a n cia l exp ert s, o n e w it h

exp ert ise in a cco u n t in g a n d o n e w it h exp ert ise in a u d it in g . Fu rt h erm o re, t h e n ew

ru les a lso p ro vid e t h a t m a n a g em en t b o a rd m em b ers m a y a t t en d m eet in g s

b et w een t h e a u d it o r a n d t h e su p erviso ry b o a rd o r it s co m m it t ees o n ly if t h eir

a t t en d a n ce is d eem ed essen t ia l.

In t h e UK, w e see a co n t in u ed p u sh fo r m o re ro b u st b o a rd d iversit y. In Ap ril 2 0 2 2 ,

t h e co u n t ry’s Fin a n cia l Co n d u ct Au t h o rit y relea sed n ew ru les “ t o b o o st d isclo su re o f

d iversit y o n list ed co m p a n y b o a rd s” . Th ese ru les req u ire co m p a n ies t o a n n u a lly

d isclo se w h et h er t h ey m eet a set o f t h ree sp ecif ied t a rg et s o n a “ co m p ly o r exp la in ”

b a sis. In lin e w it h t h e n ew p ro visio n s, w o m en sh o u ld m a ke u p a t lea st 4 0 % o f t h e

b o a rd a n d sh o u ld h o ld a t lea st o n e o f t h e sen io r b o a rd p o sit io n s, w h ile a t lea st o n e

m em b er o f t h e b o a rd sh o u ld co m e fro m a n et h n ic m in o rit y b a ckg ro u n d .

At t h e sa m e t im e, Asia n m a rket s a re w it n essin g a t ren d o f in crea sed fo cu s o n

b o a rd q u a lit y a s w ell. Recen t ly, in Ja n u a ry 2 0 2 3 , t h e M o n et a ry Au t h o rit y o f

Sin g a p o re a m en d ed t h e co u n t ry’s co rp o ra t e g o vern a n ce co d e t o lim it t h e t en u re o f

in d ep en d en t d irect o rs t o n in e yea rs. Befo re t h is ch a n g e, d irect o rs co u ld co n t in u e t o

b e d eem ed in d ep en d en t a ft er h a vin g served o n t h e b o a rd fo r n in e yea rs if t h eir

a p p o in t m en t w a s a p p ro ved via a t w o -t ier vo t e fro m a ll sh a reh o ld ers, a s w ell a s fro m

a ll sh a reh o ld ers exclu d in g t h e co m p a n y' s d irect o rs, CEO a n d t h eir a sso cia t es. Th e

reg u la t o r n o t ed t h a t t h e t w o -t ier vo t e m ech a n ism h a d b een h ea vily u sed t o ret a in

lo n g -servin g in d ep en d en t d irect o rs, " in h ib it in g b o a rd ren ew a l a n d p ro g ress o n

b o a rd d iversit y."
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M a rket Hig h lig h t s

Corporate governance reform in the US
In vest o rs a re in crea sin g ly lo o kin g b eyo n d b a la n ce sh eet s t o u n d erst a n d a co m p a n y’s

’d o u b le m a t eria lit y’ im p a ct o n t h e w id er w o rld . To rein fo rce t h is, reg u la t o rs a ro u n d

t h e g lo b e in clu d in g t h e US Secu rit ies a n d Exch a n g e Co m m issio n ( SEC) a re

t ig h t en in g t h eir req u irem en t s fo r d isclo su re o n co rp o ra t e en viro n m en t a l, so cia l a n d

g o vern a n ce ( ESG) issu es.

W h ile t h e fo cu s o n ESG h a s m a ssively g a in ed in im p o rt a n ce, t h ere is b ro a d

co n sen su s t h a t t h ere a re st i l l sh o rt co m in g s in t h e q u a lit y, co n sist en cy a n d

co m p a ra b il i t y o f issu ers’ ESG rep o rt in g , a n d in vest o rs o ft en la ck t h e a p p ro p ria t e

t o o ls t o vo ice t h eir co n cern s reg a rd in g a co m p a n y’s ESG p erfo rm a n ce. Ag a in st t h is

b a ckd ro p , 2 0 2 2 sa w SEC a d o p t a h o st o f n ew ru les w h ich w il l im p ro ve t h e q u a lit y o f

US co m p a n ies’ d isclo su re a n d en h a n ce a b o a rd ’s a cco u n t a b il i t y t o sh a reh o ld ers. In

t h is a rt icle, w e lo o k b a ck a t f ive o f t h e m o st releva n t reg u la t o ry in it ia t ives ro lled o u t

in t h e US in 2 0 2 2 .

1. Un iversa l p ro xy ca rd s: A n ew era o f p ro xy f ig h t s

On e o f t h e m a jo r ch a n g es in t ro d u ced w a s t h e SEC’s a d o p t io n o f n ew ru les req u ir in g

t h e u se o f ‘u n iversa l p ro xy ca rd s’ ( UPCs) fo r a n y m eet in g s in vo lvin g co n t est ed

elect io n s. Th ese ru les m a rk a m a jo r d evelo p m en t in o verh a u lin g t h e m ech a n ism s b y

w h ich US p ro xy co n t est s h a ve b een ca rr ied .

Previo u sly, sh a reh o ld ers vo t in g b y p ro xy w ere u n a b le t o ’m ix a n d m a t ch ’ n o m in ees

p u t fo rw a rd b y t h e in cu m b en t b o a rd a n d t h e d issid en t sh a reh o ld er, a s t h ey co u ld if

t h ey w ere vo t in g in p erso n . Th ey w ere t h erefo re fa ced w it h a b in a ry ch o ice – t o vo t e

fo r o n e sla t e o r t h e o t h er, o p t in g fo r n o ch a n g e o r sw eep in g ch a n g e. No w t h ey w il l

b e p ro vid ed w it h a sla t e in clu d in g t h e n a m es o f a ll d issid en t a n d reg ist ra n t

n o m in ees, t h ereb y b ein g a b le t o ch o o se n o m in ees fro m eit h er sid e.

An eq u a l fo o t in g

W e w elco m e t h is ch a n g e. First , i t p la ces in vest o rs vo t in g in p erso n o r b y p ro xy o n a n

eq u a l fo o t in g . Seco n d , t h e n ew ru les st ren g t h en t h e m ea n s b y w h ich sh a reh o ld ers

ca n h o ld co m p a n ies a cco u n t a b le fo r p o o r g o vern a n ce. W h ile t h ere h a s b een n o

sh o rt a g e o f sp ecu la t io n reg a rd in g t h e p o t en t ia l co n seq u en ces o f UPCs, o n e t h in g is

cert a in : in d ivid u a l b o a rd ca n d id a t es w il l b e m o re vu ln era b le t o rep la cem en t , a n d

w il l t h erefo re fa ce m o re scru t in y fro m sh a reh o ld ers a n d o t h er st a keh o ld ers.

In lig h t o f t h is, a m a jo r a d va n t a g e o f t h e n ew ru les is t h a t t h ey w il l l ikely fo rce

co m p a n ies t o b o lst er t h eir d isclo su re o n b o a rd co m p o sit io n , refresh m en t , a n d t h e

p ro cess fo r d irect o r n o m in a t io n s, a s w ell a s m a kin g t h em ca rry o u t a n effect ive

eva lu a t io n o f t h e b o a rd t o w it h st a n d t h is g ro w in g scru t in y.

2 . Reva m p o f t h e sh a reh o ld er p ro p o sa l ru le

In a sep a ra t e in it ia t ive, t h e SEC p ro p o sed ch a n g es t o t h e p ro cess b y w h ich

sh a reh o ld er p ro p o sa ls a re in clu d ed in a co m p a n y’s p ro xy st a t em en t . Un d er ru le 14 a -

8 , a co m p a n y m a y o m it a sh a reh o ld er p ro p o sa l fro m it s p ro xy st a t em en t if i t fa l ls

w it h in o n e o f 13 su b st a n t ive b a ses fo r exclu sio n .

Th e p ro p o sed a m en d m en t s w o u ld revise t h ree o f t h ese crit er ia – ’su b st a n t ia l

im p lem en t a t io n ’ , ‘d u p lica t io n ’ a n d ‘ resu b m issio n ’ – in a n effo rt t o “ im p ro ve t h e

sh a reh o ld er p ro p o sa l p ro cess a n d p ro m o t e co n sist en cy” .

In recen t yea rs, t h e exist in g ru les d rew crit icism o ver co n cern s t h a t t h e st a n d a rd s fo r

exclu sio n w ere n o t b ein g co n sist en t ly im p lem en t ed , t h ereb y lea d in g t o
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u n p red ict a b le o u t co m es. Th e a m en d m en t s, if a d o p t ed a s p ro p o sed , w o u ld a d d ress

t h ese co n cern s b y en su rin g a clea rer fra m ew o rk fo r t h e ru le’s a p p lica t io n .

Im p o rt a n t m ea n s o f en g a g em en t

W e su p p o rt t h e ch a n g es a n d st a t ed o u r p o sit io n b y t a kin g p a rt in t h e SEC’s p u b lic

co n su lt a t io n o n t h e issu e. W e view t h e sh a reh o ld er p ro p o sa l p ro cess a s b ein g o n e

o f t h e m o st im p o rt a n t m ea n s o f en g a g em en t b et w een co m p a n ies a n d

sh a reh o ld ers, a n d b elieve t h a t a n effect ive p ro cess is cru cia l in en su rin g t h a t a

va riet y o f ESG issu es rea ch b a llo t s, w it h t h e a im o f in st i l l in g co rp o ra t e g o vern a n ce

refo rm .

It is w o rt h n o t in g t h a t t h e sh a reh o ld er p ro p o sa l p ro cess is cu rren t ly u n d er scru t in y in

va rio u s ju r isd ict io n s a cro ss t h e w o rld . In Germ a n y, a la w su it f i led in 2 0 2 2 a g a in st a

ca r m a n u fa ct u rer w il l t est w h et h er a Germ a n co m p a n y h a s t h e rig h t t o refu se t o

t a b le a sh a reh o ld er p ro p o sa l. In Au st ra lia , t h e in a b il i t y o f sh a reh o ld ers t o p ro p o se

a n a d viso ry reso lu t io n o r a sh a reh o ld er vo t e t o exp ress a n o p in io n u n less p erm it t ed

b y t h e co m p a n y' s co n st it u t io n co n t in u es t o d ra w sig n if ica n t cr it icism . Ag a in st t h is

b a ckd ro p , t h e US m o d el is w id ely p erceived a s st r ikin g a b a la n ce b et w een p ro t ect in g

issu ers fro m b ein g sw a m p ed b y fr ivo lo u s p ro p o sa ls, a n d in fa cil i t a t in g sh a reh o ld er

su ffra g e.

3 . Lin k b et w een p a y a n d p erfo rm a n ce

In 2 0 2 2 , t h e SEC in t ro d u ced t h e m o st su b st a n t ia l ch a n g e t o US execu t ive

co m p en sa t io n ru les sin ce 2 0 0 6 – t h e a d o p t io n o f t h e Pa y Versu s Perfo rm a n ce

Disclo su re Req u irem en t s. Th e n ew ru les req u ire reg ist ra n t s t o clea rly i l lu st ra t e t h e

rela t io n sh ip b et w een execu t ive co m p en sa t io n a n d t h e fin a n cia l p erfo rm a n ce o f t h e

co m p a n y b y p ro vid in g cert a in d isclo su res in a t a b u la r fo rm a t , a cco m p a n ied b y

n a rra t ive a n d / o r g ra p h ica l d isclo su re.

Th is in fo rm a t io n w il l su p p lem en t t h e co m p en sa t io n d iscu ssio n a n d a n a lysis

d isclo su res a n d m u st in clu d e a n ew m ea su re: t h e ’execu t ive co m p en sa t io n a ct u a lly

p a id ’ . Th is f ig u re m u st b e ca lcu la t ed b a sed o n a p rescrib ed fo rm u la a n d rep resen t s

t o t a l co m p en sa t io n a s rep o rt ed in t h e su m m a ry co m p en sa t io n t a b le, b u t a d ju st ed

t o ref lect ch a n g es in t h e va lu e o f st o ck a w a rd s a n d p en sio n b en efit s.

Ha vin g a p p ro p ria t e rem u n era t io n

Bo t h in o u r en g a g em en t a n d vo t in g , w e p la ce g rea t em p h a sis o n w h et h er

co m p a n ies h a ve a n a p p ro p ria t e rem u n era t io n p ro g ra m fo r execu t ives. Th is is

b eca u se w e b elieve t h a t a co m p a n y’s execu t ive rem u n era t io n p o licy is o n e o f t h e

m a in in st ru m en t s w it h w h ich t o g u id e, eva lu a t e a n d rew a rd t h e b eh a vio r a n d

a ch ievem en t s o f execu t ives.

Hen ce, w e w elco m e t h e n ew ru les, a s t h ese w il l a id in vest o rs in t h eir eva lu a t io n o f

co m p a n ies’ rem u n era t io n p o licies a n d p ra ct ices. In a d d it io n , t h e n ew d isclo su re

req u irem en t s w il l l ikely in cen t ivize issu ers t o re-eva lu a t e a n d st ren g t h en t h e lin k

b et w een execu t ive p a y a n d p erfo rm a n ce.

4 . Th e lo n g -a w a it ed cla w b a ck ru le

Th e SEC’s a d o p t io n o f n ew ru les im p lem en t in g t h e cla w b a ck p ro visio n s o f t h e Do d d -

Fra n k Act w a s a n o t h er n o t ew o rt h y im p ro vem en t . Th e ru les d irect n a t io n a l secu rit ies

exch a n g es t o a d o p t l ist in g st a n d a rd s req u ir in g issu ers t o a d o p t a n d a p p ly a w rit t en

cla w b a ck p o licy a n d t o m eet rela t ed rep o rt in g o b lig a t io n s.

Th e cla w b a ck p o licy m u st p ro vid e fo r t h e reco u p m en t , u p o n eit h er a ‘b ig R’ o r a

’ l i t t le r ’ a cco u n t in g rest a t em en t , o f in cen t ive-b a sed co m p en sa t io n received b y

cu rren t o r fo rm er execu t ive o ff icers, b a sed o n erro n eo u sly rep o rt ed fin a n cia l

in fo rm a t io n . Th e p o licy m u st a p p ly irresp ect ive o f w h et h er t h e execu t ive en g a g ed in

m isco n d u ct o r n o t , w it h t h e ru les req u ir in g t h a t reg ist ra n t s p ro vid e d et a iled

d isclo su re reg a rd in g a ct io n s t o reco ver erro n eo u sly a w a rd ed co m p en sa t io n .
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En h a n cin g t ra n sp a ren cy

W e su p p o rt t h e n ew ru les a s t h ey w il l st ren g t h en a b o a rd ’s a cco u n t a b il i t y t o

sh a reh o ld ers a n d en h a n ce t h e t ra n sp a ren cy o f co m p a n ies’ d isclo su re. No t a b ly

h o w ever, so m e a rg u e t h a t co m p a n ies m a y reso rt t o in crea sin g t h e ra t io o f f ixed ,

t im e-b a sed o r d iscret io n a ry p a y, so a s t o sh ield execu t ives fro m t h e p ro sp ect o f

reco u p m en t , g iven t h a t t h e n ew ru les so lely co ver co m p en sa t io n t ied t o t h e

a ch ievem en t o f a f in a n cia l rep o rt in g m ea su re.

W e a re st ro n g p ro p o n en t s o f p a y-fo r-p erfo rm a n ce a n d co n sid er t h a t a sig n if ica n t

p o rt io n o f t h e execu t ives' p a y sh o u ld b e lin ked t o t h e a ch ievem en t o f releva n t

o b ject ives t h a t a re a lig n ed w it h t h e firm ' s lo n g -t erm st ra t eg y. Hen ce, w e w ill o p p o se

a n y ch a n g es w h ich w e a ssess w o u ld w ea ken t h e a lig n m en t b et w een p a y a n d

p erfo rm a n ce.

5 . Clim a t e d isclo su re a m id st ESG b a ckla sh

Fin a lly, in 2 0 2 2 , t h e SEC p ro p o sed n ew clim a t e-rela t ed d isclo su re req u irem en t s fo r

reg ist ra n t s in a n effo rt t o “ p ro vid e in vest o rs w it h co n sist en t , co m p a ra b le, a n d

d ecisio n -u sefu l in fo rm a t io n fo r m a kin g t h eir in vest m en t d ecisio n s, a n d ( …) p ro vid e

co n sist en t a n d clea r rep o rt in g o b lig a t io n s fo r issu ers.”

Un d er t h e n ew ru les, co m p a n ies w o u ld b e req u ired t o p ro vid e d isclo su re o n , in t er

a lia , t h e g o vern a n ce o f clim a t e-rela t ed risks, Sco p e 1 a n d 2 g reen h o u se g a s

em issio n s, a n d Sco p e 3 em issio n s if t h ese a re m a t eria l. Th ey a lso a p p ly if t h e

reg ist ra n t h a s set a n em issio n s red u ct io n t a rg et t h a t in clu d es Sco p e 3 , a s w ell a s

va rio u s o t h er q u a lit a t ive a n d q u a n t it a t ive clim a t e r isk d isclo su res.

W e exp ressed o u r su p p o rt fo r t h e p ro p o sed ru les in o u r resp o n se t o t h e SEC

co n su lt a t io n a n d co n sid er t h a t t h e n ew req u irem en t s w il l p ro vid e in vest o rs w it h

clim a t e-rela t ed in fo rm a t io n t h a t is essen t ia l fo r a p p ro p ria t ely p r icin g clim a t e r isks.

A d river o f ch a n g e

M o reo ver, w e view t h e p ro p o sed req u irem en t s a s m o re t h a n ju st a ca ll fo r g rea t er

d isclo su re, b u t a s a d river o f ch a n g e. Th e n ew ru les, if a d o p t ed a s p ro p o sed , w il l

fo rce co m p a n ies t o review t h eir p o licies a n d p ra ct ices w it h reg a rd s t o clim a t e r isk,

a n d t o eva lu a t e w h et h er t h eir b o a rd m em b ers d isp la y su ff icien t clim a t e-rela t ed

exp ert ise.

W h ile t h e clim a t e ru le fa ces n o t a b le resist a n ce g iven t h e g ro w in g US d eb a t e o ver

su st a in a b le in vest in g a n d w h a t cr it ics refer t o a s ‘w o ke ca p it a lism ’ , w e st ro n g ly

b elieve t h a t t h e a d o p t io n o f t h e ru les w il l b en efit in vest o rs a n d issu ers a like.

Th e n ew reg u la t io n s w il l req u ire co m p a n ies t o st ep u p t h eir effo rt s b y en h a n cin g

t h eir d isclo su re, p o licies a n d p ra ct ices. Ach ievin g co m p lia n ce sh o u ld n o t b e view ed

a s m erely a b o x-t ickin g exercise. In st ea d , co m p a n ies sh o u ld en su re t h a t t h ey t a ke a

st ru ct u red a n d syst em a t ic a p p ro a ch t o a d d ressin g ESG issu es m a t eria l t o t h eir

b u sin ess.
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Disclaimer
Ro b eco In st it u t io n a l Asset M a n a g em en t B.V. ( ‘Ro b eco ’) d ist r ib u t es vo t in g rep o rt s a s a

service t o it s clien t s a n d o t h er in t erest ed p a rt ies. Ro b eco a lso u ses t h ese rep o rt s t o

d em o n st ra t e it s co m p lia n ce w it h t h e p rin cip les a n d b est p ra ct ices o f t h e Ta b a ksb la t Co d e

w h ich a re releva n t t o Ro b eco . Alt h o u g h Ro b eco co m p iles t h ese rep o rt s w it h u t m o st ca re

o n t h e b a sis o f severa l in t ern a l a n d ext ern a l so u rces w h ich a re d eem ed t o b e relia b le,

Ro b eco ca n n o t g u a ra n t ee t h e co m p let en ess, co rrect n ess o r t im elin ess o f t h is

in fo rm a t io n . No r ca n Ro b eco g u a ra n t ee t h a t t h e u se o f t h is in fo rm a t io n w il l lea d t o t h e

rig h t a n a lyses, resu lt s a n d / o r t h a t t h is in fo rm a t io n is su it a b le fo r sp ecif ic p u rp o ses.

Ro b eco ca n t h erefo re n ever b e h eld resp o n sib le fo r issu es su ch a s, b u t n o t l im it ed t o ,

p o ssib le o m issio n s, in a ccu ra cies a n d / o r ch a n g es m a d e a t a la t er st a g e. W it h o u t w rit t en

p rio r co n sen t fro m Ro b eco yo u a re n o t a llo w ed t o u se t h is rep o rt fo r a n y p u rp o se o t h er

t h a n t h e sp ecif ic o n e fo r w h ich it w a s co m p iled b y Ro b eco .


