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Some of the issues we will be addressing today

▪ What to expect overall in shareholder proposals in the 2021 proxy 

season.

▪ The latest developments in shareholder engagements and virtual 

shareholder meetings.

▪ The impact of SEC rules and proxy advisory policies.

▪ Preparing your board and senior management on key topics such as 

diversity, human capital, environment, and executive compensation.
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Earn Credits
▪ Stay online for the entire webcast
▪ Credit available for participation in live webcast only

NY state CLE credits (non-transactional credit only)

✓ Download the CLE Verification and Evaluation forms below

✓ A code will be announced during the program

✓ Enter the code on the forms and submit via email
(To receive credit outside of NY, please list your relevant bar(s) information on the webcast verification form; your attendance will be 

reported upon receipt of course approval.)

Cleary Gottlieb Steen & Hamilton LLP has been certified by the New York State Continuing Legal Education Board as an accredited provider of continuing legal 

education in the State of New York.

CPE
✓ Click the link in the CEU Request Pod in the bottom right corner of the webcast console to sign up for 

credit

✓ Click ‘ok’ for 3 popups that occur during the program

The Conference Board is registered with the National Association of State Boards of Accountancy (NASBA) as a sponsor of continuing 

professional education on the National Registry of CPE Sponsors. State boards of accountancy have final authority on the acceptance of 

individual courses for CPE credit. Complaints regarding registered sponsors may be submitted to the National Registry of CPE Sponsors 

through its website: www.learningmarket.org.

http://www.learningmarket.org/
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Additional Resources

▪ CEO Succession Practices in the Russell 3000 and S&P 500: 2020 Edition (Report) 

This report provides a comprehensive set of benchmarking data and analysis on CEO 

turnover to support boards of directors and executives in the fulfillment of their succession 

planning and leadership development responsibilities.

▪ CEO and Executive Compensation Practices: 2020 Edition (Report) 

This report documents trends and developments in senior management compensation at 

2,402 companies issuing equity securities registered with the SEC that filed their proxy 

statement in the period between January 1 and June 30, 2020, and, as of January 2020, 

were included in the Russell 3000 Index. 

▪ Insights for Investors and Companies in Addressing Today's Social Issues (Report) 

This report discusses what institutional investors representing over $12 trillion in assets 

expect companies to do with respect to health, economic, and racial inequality, as well as 

the implications of the 2020 upheaval for executive compensation.

https://www.conference-board.org/topics/ceo-succession-practices/ceo-succession-practices-2020
https://conferenceboard.esgauge.org/executivecompensation/report
https://www.conference-board.org/topics/natural-disasters-pandemics/investors-companies-addressing-social-issues
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Additional Resources

▪ The New Role for Boards in Human Capital Management (Webcast)

With the dramatic events of 2020 highlighting the importance of human capital management 

(HCM), boards are focusing on HCM as never before. This webcast provides practical insights for 

boards in addressing this new era of human capital management. 

▪ The New Role for Boards in Human Capital Management (Webcast)

This webcast examines how companies can go beyond satisfying their legal disclosure obligations 

and communicate about human capital and corporate culture in a way that resonates with multiple 

stakeholders and drives value.

▪ Executive Compensation in a Time of Crisis: Lessons for 2021 and Beyond (Webcast)

The events of 2020 have had significant implications for executive compensation programs across 

the world as boards continue to grapple with uncertainties posed by the various crises. This 

webcasts examines how companies are updating executive pay as we head into 2021. 

▪ Report of the 2020 Multi-Stakeholder Working Group on Practices for Virtual Shareholder 

Meetings (External Report)

The scope of this Report comprises the conduct during the virtual shareholder meetings (“VSM”) 

and the related disclosures made before and after the meeting. It is designed to outline 

expectations, as well as evolving practices, for VSMs once a company has decided to hold its 

annual meeting using a VSM platform. It also highlights certain areas of the VSM experience. 

https://info.conference-board.org/ZBxEX0prW020030lf00rZWm
https://info.conference-board.org/c0E203XW0rxB0pWZq0lem00
https://info.conference-board.org/HW3r02X03l000T0E0xcLWZ300mNB0
https://cclg.rutgers.edu/wp-content/uploads/VSM-Working-Group-Report-12_10_2020.pdf
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ESG News & Views 
A podcast series brought to you by The 

Conference Board Environmental, 

Social and Governance Center

The Conference Board ESG News & Views podcast series provides 

compelling in-depth interviews with ESG thought leaders, and timely 

updates on hot button topics in corporate governance, sustainability, 

citizenship and philanthropy.

Click here for a complete listing of all of our ESG News & Views 

podcasts or check out our entire podcast lineup at 

www.conference-board.org/podcasts

https://conference-board.org/podcasts/authordetail.cfm?author=7185
http://www.conference-board.org/podcasts
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I. 2020 Proxy Season Highlights 

and Outlook for 2021 
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ð As has become a steady trend, environmental and social (E&S) proposals 

again were a majority of all shareholder proposals submitted in the 2020 

proxy season and a significant majority of proposals voted on due to 

having a lower withdrawal rate than governance proposals

• However, written consent proposals enjoyed a resurgence, nearly doubling in 

2020, though the average level of support dropped to 35%

ð Voluntary withdrawals plummeted from 26.4% in 2019 to 15.5% in 2020, 

indicating that proponents remain active and appear less willing to 

withdraw/compromise on ESG proposals in light of increasing investor 

support

ð Average E&S proposal support remained steady as compared to 2019, but 

a record number of proposals passed (18 compared to 8 in 2019)

ð Cheveddenand McRitchie et al. accounted for two thirds of governance 

proposals (but slowed the pace of their E&S proposal submissions) ï

continuing to advocate for structural governance changes and including a new 

category of proposal seeking non-binding shareholder approval of any 

unilaterally adopted bylaw amendments (which received limited support)

ð Significant number of narrowly-focused coalitions of investors  

• Often the same investors were signatories of multiple coalitions 

ð 7.3% of directors received support levels below 70%, showing that the 

decline in support experienced in 2019 may continue as investors take 

more active positions on sustainability and diversity policies 

2020 Proxy Season Highlights

ð Political spending/lobbying

ð Climate change and sustainability

ð Diversity (e.g., director diversity and gender 

pay equity)

ð Social issues (e.g., human rights, employee 

health & safety and mandatory arbitration)

ENVIRONMENTAL & SOCIAL

ð Written consent/special meeting rights and 

thresholds

ð Independent chair

ð Require majority vote for directors

GOVERNANCE

ð Compensation linked to environmental 

and sustainability targets

ð Clawback policies

COMPENSATION

Top Shareholder Proposal Topics

Source: ISS Analytics; Georgeson | Proxy Insight 2020 Annual Corporate Governance Review; ProxyPulse, 2020 Proxy Season Review; Lighthouse Sodali, September 2020
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ð The impacts of COVID-19 will continue to weigh heavily on the upcoming proxy season, expect:

• Continued prevalence of virtual meetings, which proxy advisors have indicated will receive greater scrutiny 

• A June 2020 Proxy Insight survey of investors showed 90.5% of investors surveyed expect to see increased future use 

of virtual meetings post-COVID, with 58.4% of investors supporting the use of virtual meetings generally and 82.2% 

supporting them if appropriate shareholder rights protections are in place

• Continued focus on crisis preparedness and risk oversight with investors expecting companies to report on 

how they have prepared for other exceptional business interruptions once the current pandemic ends

• Shareholder proposals on pandemic related issues, such as crisis resiliency, employee health and safety, 

cyber security and pay practices

• Adjustments to NEO compensation due to COVID-19 which will require thoughtful disclosure and attention 

to new C&DI 219.05 regarding the proper categorization of COVID-related benefits

ð E&S trend continues to accelerate, with a movement towards tying E&S concerns to financial and strategy matters

ð Pressure to diversify boards of directors will continue to intensify and will come from an increasingly broad group 

of stakeholders

ð A Biden administration and Democratic SEC is likely to embrace ESG and may take a more prescriptive approach 

to disclosure and revisit outstanding Dodd-Frank executive compensation rules

Outlook for 2021

KEY CONSIDERATIONS

Source: Proxy Insight Covid-19 A New Era For Corporate Governance 
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E&S Shareholder Proposals in 2020

Source: ISS Analytics; Georgeson | Proxy Insight 2020 Annual Corporate Governance Review; Glass Lewis 2020 Proxy Season Review 

In 2020, slightly more E&S proposals were submitted than governance proposals, support for E&S 

proposals held steady at 27.7% and passing proposals rose markedly from 8 in 2019 to 18 in 2020

ð In 2020, the number of E&S proposals filed focusing on political spending and lobbying decreased 

from 101 to 76

• Proposals requesting political contributions and lobbying disclosure received 42% and 32% average support, 

respectively; expect this decline to continue now that the 2020 election has concluded

ð Five proposals passed, one more than 2019

• Proposals calling on Centene, J.B. Hunt Transport Services, Western Union and Activision Blizzard to report on 

political contributions and a lobbying proposal at Alaska Air received majority shareholder support

• Eight other proposals received over 45% support

POLITICAL CONTRIBUTIONS/LOBBYING

ð The number of environment/climate change proposals filed remained high at 97, the same number as 

2019

ð Environmental and sustainability proposals continued to gain increasing support, including from 

institutional investors such as BlackRock and Vanguard, which announced initiatives to vote in favor 

of proposals that would curb emissions in line with the Paris Agreement

ENVIRONMENT/CLIMATE CHANGE
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ESG Engagement During COVID-19

Institutional investor and proxy advisor focus on ESG is continuing ð and in some ways 

accelerating ð as a result of COVID-19

Key governance actors have drawn parallels between COVID-19 and climate change

ð Have said both COVID-19 and climate change impact everyone and require global coordination

ð T. Rowe Price, Nuveen and CalSTRS were recently asked what they expected their key focus to be 

in the 2021 proxy season ð all indicated it was likely to be climate change

Investors expect company engagement efforts to continue and have indicated that they want 

to hear how companies are navigating the crisis and the steps they are taking

Any disproportionate effect on rank-and-file (as opposed to senior management) of 

measures taken in response to COVID-19 will also be closely scrutinized; for example, a 

material year-over-year increase in the CEO pay ratio could be a lightning rod for investor 

criticism
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ESG Engagement During COVID-19 (contôd)

COVID-19 crisis may present an opportunity for companies with compelling narratives to 

proactively engage with governance actors on these topics

ð Be prepared to address business model resilience and supply chain implications

ð Companies should review what they have told governance actors in past engagements about 

positive aspects of governance and risk oversight

ð Expect them to ask how these measures held up during time of crisis, what lessons were learned and 

how approaches will change

Generally, governance actors have not relaxed official ESG policies and voting guidelines 

but have indicated willingness to provide modest flexibility on timing of implementing 

changes

ð Example: In its 2021 Stewardship Expectations BlackRock is asking companies to demonstrate

• an understanding of key stakeholders and their interests

• plans to align their business with the global net zero GHG emissions by 2050 
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Key Institutional Investor ESG Feedback During COVID-19

ñAs a long-term investor, Vanguard also stays keenly focused on risks that are difficult to measure 

quarter by quarter but that can erode a companyôs value over time, such as social and environmental 

risks. In particular, climate change presents a pressing and concerning risk to long-term shareholder 

value. We will continue to raise our voice on climate risk through our voting and engagement 

activities, and we will raise our expectations for the companies that our funds invest in.ò *

ñWe recognize that our engagement conversations will shift to more immediate ESG issues such 

as employee health, serving and protecting customers and ensuring the overall safety of supply 

chains in the context of the current crisis ïthe scope and duration of which none of us can 

predict.ò **

ñThe nearly 150 COVID-19 related engagements we held with companies reflected the reality 

that management teams were facing as they sought to understand the depth of this crisis, with 

human capital management, risk management and corporate strategy as particular areas of focus. 

In periods like these good governance matters more than everé.Over the next year, we anticipate 

the nature of our engagements will morph from discussions around corporationsô responses to the 

crisis into how they are incorporating lessons learned to enhance their long-term resilience.ò ***

* Source: Vanguard Investment Stewardship ïUpdate on the 2020 Proxy Season, dated April 1, 2020.

** Source: State Street Global Advisors ïStewardship Engagement Guidance to Companies in Response to COVID-19.

*** Source: BlackRock Investment Stewardship ïGlobal Quarterly Stewardship Report, April 2020.
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Case Study: Deforestation Proposal Passes at P&G

ð Shareholder proposal sponsored by Green Century sought issuance of report on ways to accelerate 

P&G efforts to eliminate deforestation and degradation of intact forests from its supply chain

ð 67% of P&G shareholders voting at the annual meeting supported the deforestation proposal

ð Intersection of climate change and supply chain management

ð P&G lagged peers, failed to achieve internal targets in this 

area

ð ISS and Glass Lewis both supported the proposal

ð Several P&G institutional investors had supported 

deforestation proposals in the past, BlackRock supported 

deforestation proposal for the first time

ð Push for greater TCFD and SASB-aligned disclosures on 

climate change

ð Support for environmental / climate change proposals has 

increased 5% in 2020 v. 2019 and three proposals (Transport 

Services, Inc. Ovintiv, Inc. and Chevron Corporation) 

received majority support in 2020 v. zero in 2019

WHY DID IT PASS?ð Boston-based advisory firm

ð Founded in 1991

ð Sponsored ~15 shareholder 

proposals since 2015
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Governance Proposals in 2020

ð Special Meeting Thresholds: There was 

an uptick in the number of proposals to 

reduce shareholder meeting thresholds 

and the average support for such 

proposals remained relatively high at 

41%, with five proposals passing, 

including one at Verizon

ð Split Chair/CEO: Proposals decreased 

this year but average support was up 

from 29% in 2019 to 34% in 2020 with 

proposals passing at Baxter and Boeing

ð Action by Written Consent: Proposals 

increased significantly with average 

support holding steady at 40%, but only 

three proposals passed, compared to six 

proposals in 2019

ð Looking Ahead: Expect consistent, but 

declining trends as targets for common 

governance proposals dry up due to 

significant adoption among S&P 500

Source: Lighthouse Sodali, September 2020; Georgeson, June 10, 2020;

30 

TOTAL

Amend Articles/Bylaws/Charter –

Call Special Meeting

Amend Articles/Bylaws/Charter –

Removal of Directors

Claw-back Compensation in 

Specified Circumstances

Ratify and Affirm Decisions and 

Actions Taken by the Board and 

Executive Officers for Fiscal 2019

Declassify the Board of Directors

Provide Right to Act by Written 

Consent

Reduce Supermajority Vote

Requirement Require a Majority 

Vote for the Election of Directors

Require Independent Board 

Chairman

Governance Proposals with Majority 

Support
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ESG Shareholder Proposals ïOutlook for 2021

ESG shareholder proposals in the 2021 proxy season likely to focus on:

ð COVID-19 Aftermath: The 2021 proxy season will likely reflect COVID-19ôs impact, for example on employee 

health and safety, supply chain management and human capital management

ð Business Interruption Resiliency: Institutional investors are expected to increase attention on crisis planning. 

For example, as part of CalPERS' ñPandemic Resilient ï50ò initiative CalSTRSand APG Asset Management 

are expected to increase focus around human capital management issues

ð Environment/Climate Change: After a record number of successes, including at large cap companies, expect 

that this topic will remain high on the agenda of a broad range of stakeholders

ð Human Capital Management:  Support for human capital management proposals and new proposals remained 

active with 85 new proposals and average support in the mid 20s. Investors are likely to continue to focus on 

these issues in 2021.

ð Board Diversity:  Investment banks, state governments and institutional investors have announced board 

diversity and transparency thresholds that phase in in 2021 and beyond

ð Human Rights:  Human rights proposals continued in 2020 to match the pace set in 2019 on topics including 

human trafficking, forced labor, prison labor and immigrant detention and there is no indication that this trend 

will cool in 2021

Source: ISS Analytics; Georgeson | Proxy Insight 2020 Annual Corporate Governance Review; Glass Lewis 2020 Proxy Season Review 
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II. Board Diversity
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Board Diversity

Source: Bloomberg and 2019 Spencer Stuart Board Index, Heidrick and Struggles Board Monitor 2020 

The number of women and people of color on boards is steadily increasing and will 

continue to be an important factor for proxy advisors and investors

46%
—

Percentage of S&P 500 board seats 

were filled by women in 2019 

(compared to only 17% in 2009) and 

26% of all seats are held by women 

Proxy advisory firms such 

as ISS are asking companies 

to disclose the ethnicity of 

their directors

Institutional investors such as the 

New York City Comptroller and 

State Street Global Advisors have 

been asking companies to disclose 

EEO-1 data

10
—

Number of S&P 500 

companies that have 50% or 

more women on their boards

23%
—

Percentage of board seats filled by 

people of color in 2019 (compared 

to 13% in 2009)

ISS, Glass Lewis, and State Street will generally recommend against the chair of the nominatinggovernance committee, or other directors 

responsible for the board nomination process, for all-male boards in the Russell 3000 and S&P 1500

NASDAQ has filed a proposal with the SEC 

to require most Nasdaq-listed companies to 

have at least one diverse director within two 

years
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Investors Drive Movement on Director Gender Diversity

Institutional investor attention to diversity has been rising over the last few proxy seasons

ð 2020 marked the third anniversary of 
SSGAôs board diversity campaign. 
Starting in 2017, SSGA began to 
require at least one female director on 
each board, and since then, more large 
institutional investors have become 
vocal about improving gender 
diversity and have introduced similar 
voting policies and engagement 
priorities.

• SSGA currently votes against the 
chair of the nominating and 
governance committee at companies 
without women on the board 

• SSGA now votes against the entire 
nominating and governance 
committee for companies that have 
failed to engage in successful 
dialogue on SSGAôs board diversity 
program for four consecutive years 

• SSGA credits itself for being a 
catalyst for female director 
inclusion at more than 300 
companies

ð Vanguard will support proposals 
requesting diversity policies 
(e.g., the Rooney Rule) 
and board skills matrices

ð One of Vanguardôs 
four pillars of corporate governance is 
board composition, which includes 
board diversity

ð Investment Stewardship report noted 
ñWe expect boards to understand the 
potential impacts of social issues in 
the near and long termðhow they 
affect employees, customers, and the 
communities where they operate. 
Boards should understand the benefits 
of getting it right and the risks of 
getting it wrongò.

ð BlackRock expects companies to have 
two women directors on the board and 
has sent notifications to companies that 
it will vote against the nominating and 
governance committee for failure to 
improve diversity if there are not two 
women directors

ð BlackRock has endorsed anti-
discrimination legislations and 
contributed to causes promoting 
diversity ïa co-founder of BlackRock 
stated in June that BlackRock wants 
companies to disclose more about 
human capital matters, such as their 
hiring practices and how they "are 
addressing the race issues that have 
come up" 

Canada Pension Plan Investment Board announced a 2019 global policy to vote against the chairs of board committees 

responsible for director nominations at companies with no women directors after a successful launch in Canada
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And Institutional Investors Are Increasingly Focused on 

Ethnic Diversity

Source: State Street; Vanguard 2020 Investment Stewardship Report; BlackRock 2020 Annual 

Report; Russell Reynold 2020 Report on Ethnic Diversity; New York City Comptroller

ð In August 2020, SSGA 
published an open letter to 
Board members informing 
them that ñstarting in 2021, 
State Street Global Advisors 
will ask companies in our 
investment portfolio to 
articulate their risks, goals 
and strategy as related to 
racial and ethnic diversity, 
and to make relevant 
disclosure available to 
shareholdersò

ð In its 2020 Summary of Proxy Voting 
Policy, stated that it will generally 
vote for a shareholder proposal 
seeking disclosure related to directorsô 
diversity or adopt policies designed to 
ensure appropriate diversity on boards

ð In its 2019 Investment Stewardship 
Report issued a call for greater racial 
and ethnic board diversity ïexpects to 
see more board and workforce 
diversity proposals in the next year as 
human capital management issues 
continue to increase in importance

ð In 2020, BlackRock voted against management 
more than 1,500 times for insufficient diversity

ð BlackRock lists insufficient progress on diversity 
as their predominant reason for votes against 
directors in the U.S.

ð Blackrock has indicated that inclusion and 
diversity are bottom-line issues, pointing to studies 
showing positive correlation between inclusion 
and diversity and corporate performance

ð In its 2021 Stewardship Expectations noted it will 
ask companies to demonstrate board and 
workforce diversity consistent with local market 
best practices

The New York City Comptroller and Hermes Investment Management have also recently recommended the expansion of the number 

of ethnic minorities at the executive and board levels and enhanced diversity disclosures

• The NYCC and NYC Retirement Systems sent letters to the CEOs of 67 S&P 500 companies in July 2020 asking for public 

disclosure of their EEO-1 Report in 2021; on September 28 they announced that 34 S&P 100 Companies will publicly disclose 

workforce demographics, a 243% increase in S&P 100 companies making such disclosures and on December 10, they announced 

filing the first of 24 shareholder proposals at S&P 100 companies that were unresponsive to their prior request.

• The NYCCôs Boardroom Accountability 3.0 states they: ñsent a letter to 56 S&P 500 companies, regardless of the current diversity

of their board or CEO, which do not currently have a Rooney Rule policy ïand will file shareholder proposals at companies that 

lack apparent racial diversity at the highest levelsò
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Director Gender Diversity

Source: Equilar, ISS Analytics and 2019 Spencer Stuart Board Index

Boards are increasingly 

placing women into 

committee leadership roles

ð Women now chair 24% of board committees overall

• 24% of audit committees are chaired by women

(versus 20% in 2019)

• 24% of compensation committee chairs are women

(versus 19% in 2019) 

• 25% of nominating and governance committee chairs are women 

(versus 24% in 2019)

ð However, women still lag behind on board chair (only 5%, a decrease 

from 7% last year) and lead independent director roles (representing only 

10% of all board leadership positions, which remained flat from last year) 

Women director backgrounds 

tend to differ from men

ð Women less frequently have C-suite experience

ð But women are more likely to be functional leaders and financial 

executives from the technology and telecommunications sectors
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Director Racial/Ethnic Diversity

Source: ISS Analytics, 2019 Spencer Stuart Board Index, Russell Reynold 2020 Report on Ethnic Diversity, 

Heidrick & Struggles 2020 Board Monitor, The Conference Board Corporate Board Practices 2020 Edition

The trend for increasing racial 

and ethnic diversity on boards 

has been slower than increases 

in gender diversity

ð 21% of new S&P 500 directors 

and 15% of new Russell 3000 

directors were ethnic minorities 

in 2019

The 30% Coalition, which has 

championed for female director 

representation, launched a 

campaign to address issues 

of female ethnic minority 

representation on boards

ð The coalition sent letters to 

S&P 1500 companies outlining 

why representation on the 

board by women of color is 

important and offered 

opportunities to meet qualified 

candidates in targeted regional 

meetings this fall

Black representation on boards 

is low

ð According to a Russell 

Reynolds survey, 37% of the 

S&P 500 did not have a single 

black director as of November 

1, 2019

ð 6% of the total number of S&P 

500 directors were black as of 

2019

ð 10% of directors on Fortune 

500 boards were black as of 

2019

Only 12% of the S&P 500 (59 companies) disclosed individual directorsô ethnicities in 2020
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State Laws on Board Diversity

Passed a law in 2018 that required California-

headquartered companies to have at least one 

female director by the end of 2019 and at least 

three women on boards with more than six 

directors by 2021.

Passed a law in September 2020 that requires 

California-headquartered companies to have at 

least one director on their board who is racially, 

ethnically or LGBTQ-diverse by the end of 

2021, with required increases by the end of 2022 

depending on the size of the board.

CALIFORNIA

In 2019, Illinois passed a law requiring Illinois-

headquartered companies to issue a report on 

board and executive diversity demographics and 

the companyôs plans for promoting diversity in 

the workplace.

ILLINOIS

These states are considering legislation 

similar to Californiaôs 2018 law 

requiring female directors on the 

boards.

NJ, MA, MI, HW, 

Introduced legislation for board diversity 

reporting requirements, following Illinoisô 

example. 

Unlike other states, the NY law applies to all 

entities ñauthorized to do business in New 

Yorkò instead of just entities headquartered 

there. 

NEW YORK AND MARYLAND

In June 2020, passed a law requiring 

Washington public companies have a 

ñgender-diverse boardò by January 1, 

2022 or comply with new board 

diversity disclosure requirements.

Washington State
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Diversity in Senior Management

While board diversity was previously the main focus, shareholder proposals are now also 

focusing on diversity at the senior management level, where change in terms of female and 

minority representation have continued to be slow

ISS released a study finding that diverse 

leadership teams perform better than non-diverse 

leadership teams, regardless of CEO gender

Trillium Asset Management continues to be a 

significant sponsor of workforce diversity 

proposals requesting that companies describe their 

plans to diversify their management ranks, not 

only from a gender perspective, but also in terms 

of race and ethnicity

In 2020 they withdrew most of these proposals 

following engagement with the targeted company  
Goldman Sachs previously committed to a 

Rooney Rule-like workplace diversity initiative 

that requires at least two diverse candidates to be 

interviewed for all open positions and expanded 

its goals related to incoming analysts to include 

lateral hires and establishing targets for Black 

and Latinx candidates

Source: Alliance Advisors Newsletter April 2020
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Employee Board Representation

The concept of employee representation on boardsðknown as ñco-determinationòðis popular in Europe and featured in 

the presidential platforms of Senators Bernie Sanders and Elizabeth Warren. Similar to the Business Roundtables 

statement on Corporate Purpose, co-determination stems from the idea that businesses should serve employee stakeholders 

as well as shareholders and are often brought by employee groups.

According to Alliance Advisors, shareholder proposals on employee representation remain unpopular with shareholders, 

averaging only 2.5% support last year.  It remains to be seen if proponents will continue to keep the issue alive after the 

2020 election. 

Notable proposals include, one at NorthStar Asset Managementôs, referencing the Business Roundtable letter and 

asking for a report on opportunities to encourage the inclusion of non-management employees on the board.  Walmart 

employees seeking to ñpromote significant representation of employees in corporate decision makingò submitted a 

proposal to include hourly associates in the initial list of board candidates. 

While not repeated for the 2020 annual meeting, Alphabet had a repeat proposal in prior years to nominate a non-

executive employee to the board by 2021, following demands from highly visible employee walk outs and protests 

over the companyôs polices on harassment, climate change, immigration and other concerns.

Source: Alliance Advisors Newsletter April 2020; SEC filings
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III. Director Elections
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AllianceBernstein limits CEOs to two total board seats and other directors 

to three total board seats; T. Rowe Price has maintained its five board 

limit for directors, but has similarly limited CEOs to two total board seats; 

Boston Partners Global Investors also has two different policies:  a three-

board limit for CEOs and a four-board limit for other directors

Overboarding

ð State Street has tightened its overboarding 

thresholds to vote against named executive officers 

of public companies who sit on more than two total 

public company boards and board chairs, lead 

directors, or other directors, who sit on more than 

four public company boards 

ð Vanguard will generally vote against named 

executive officers serving on more than one 

outside public company board (for a total of two 

public company boards), except at the company at 

which he or she is an executive officer  

ð BlackRock may vote against CEOs on more than 

one public company board beside their own and 

outside directors on more than four public 

company boards

Overboardingpolicies continue to slowly tighten in 2020 

While most board service policies place limits on directors who serve 

on outside boards, most companies do not have similar restrictions 

regarding directors holding other executive roles at other companies 

ISS and Glass Lewis have less strict policies 

ð ISS will generally recommend against CEOs who sit on more than three 

public company boards and other directors who sit on more than five public 

company boards

ð Glass Lewis will generally recommend against executive officers who sit 

on more than two public company boards and other directors who sit on 

more than five public company boards

Source: Alliance Advisors Newsletter April 2020

ð > 60% of the 113 S&P 500 companies with limits 

on their CEOôs outside board service set the limit 

at two or more outside boards

ð 52% of the 317 S&P 500 boards with limits for all 

independent directors set a four total board seats 

limit; 5% set the limit at more than four boards



33

Average Director Election Support Trends Moderate

In 2020, 453 directors were not elected by majority vote, a slight decrease from 2019, but a 

significant increase compared to 345 directors in 2015

ð 21,358 directors stood for election between January 1 and June 30

ð On average, directors won 95% of the vote

ð Of the 1,569 directors that received less than 70% support, institutional support was significantly lower than 

individual investor support (which was 51% and 81%, respectively)

1,569 directors failed to 

secure support from at least 

70% of voted shares

ð This is likely due to the increased weight institutional investors give to ESG issues under the purview of these 

committees
Investors seem more likely 

to withhold support for members 

of board nominating and 

governance committees

ð Overboarding

ð ESG, especially with respect to environmental disclosures, climate change risks, and board/management 

diversity 

ð Responsiveness and accountability

The board-related topics that 

seem to have the greatest impact 

on decreased director election 

support include: 

ð Focus on gender and racial diversity

ð Virtual meetings did not appear to have a significant impact on shareholder participation

ð Tightening of overboardingpolicies

ð Average vote support for female Director nominees continues to outpace support for male nominees

Trends likely to continue in

the 2021 proxy season

Source: ISS Analytics; ProxyPulse, 2020 Proxy Season Review; Semler Brossy, Say on Pay & Proxy Results (September 24, 2020)
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IV. Compensation Disclosure
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Support remains high 

in 2020, currently 

averaging approximately

91% at Russell 3000 

companies

However, there was an 

increase in companies 

receiving less than 80% 

support for say on pay

Say on Pay 

Source: Semler Brossy, Say on Pay & Proxy Results (September 24, 2020)

Support rates are highest in the 

utilities sector

Approximate 
average94%

Support rates are lowest 

in the health care sector

Approximate 
average89%

ISS recommendations 

ñAgainstò

Highest support level by ISS in the last decade, likely 

due to COVID-19ôs impact and ISSô changes to its pay 

and performance tests
11%

Approximate 

failure rates
(lower than 2019) 

2.3%
Most common reasons for failed say on 

pay votes were pay for performance 

disconnects and problematic pay practices
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COVID-19 Compensation Policy Updates

ISS acknowledged that many boards may be considering 

material changes to performance metrics, goals or targets 

used in short-term compensation plans and encouraged 

boards to provide contemporaneous disclosure to 

shareholders regarding the rationale for any such changes

ð ISS is generally not supportive of midstream or in-flight awards 

under long-term compensation plans and will review such changes 

on a case-by-case basis to determine whether directors exercised 

appropriate discretion and adequately explained such changes to 

shareholders

ð ISS will also assess future structural changes for 

long-term plans under its existing policy framework

ð If boards seek shareholder approval at 2020 meetings for option 

repricings, ISS will apply its existing case-by-case approach, and 

will examine whether: (i) the design is shareholder value neutral 

(i.e., a value-for-value exchange); (ii) surrendered options are not 

added back to the plan reserve, (iii) replacement awards do not vest 

immediately; and (iv) executive officers and directors are excluded

Glass Lewis has noted that changes to compensation 

programs are likely given the current market environment, 

but cautioned against attempts to make executives whole at 

the expense of shareholders and other employees and, in the 

2021 Policy updates, added inappropriate performance-

based award allocation as a criteria that may contribute to a 

negative recommendation; Glass Lewis also expects clearly 

disclosed justifications for any significant changes to any 

short-term incentive plan structure 

ISS Glass Lewis 

Outlook 

for 2021

ð Expect renewed scrutiny of compensation 

plans in the wake of the pandemic, 

especially those where executives or 

directors have received a windfall due to the 

timing of compensation adjustments made 

during the market downturn

ð Proxy advisory firms will likely continue to 

have a significant influence on say 

on pay vote results Issued C&DI 219.05 regarding the proper categorization of COVID-

19 related perquisites and benefits

SEC

Source: Glass Lewis, ISS
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ð There continues to be variation in pay ratio across industries

• For S&P 500 companies, the highest pay ratios were reported in the 

consumer discretionary sector (median ratio of 395:1), and lowest were 

reported in utilities (median ratio of 92:1)

ð Large changes in pay ratio year-over-year are typically driven by 

volatility in CEO pay

ð However, median employee pay is the main driver of 

fluctuations in pay ratio across industries

• Median employee pay varies by a factor of 5.6x across sectors for S&P 

500 companies, while CEO pay varies by a factor of 2.6x

ð Companies with low levels of say on pay support generally tend 

to have higher pay ratios than companies with higher say on pay 

support levels, but the data is inconclusive

ð ESG push continues for additional disclosure of median gender 

pay gap, with Starbucks and Mastercardjoining Citigroup in 

reporting such figures

Pay Ratio Trends

TRENDS
2020 marks the third year for 

pay ratio disclosures

ð The pay ratio rule requires 

companies to disclose: (i) the 

median of the annual total 

compensation of all employees 

except the CEO; (ii) the annual 

total compensation of the CEO; 

and (iii) the ratio of these two 

amounts

Source: Farient Advisors, CEO Pay Ratio Tracker Update (May 29, 2020); Equilar, Say on Pay and the Effects of the CEO Pay Ratio: Key Findings From the 2020 Proxy Season 

(Harvard Law School Forum on Corporate Governance, June 24, 2020)
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Shareholder Proposals

In 2020, shareholder proponents continued to focus on gender pay disparities and linking 

environmental and social factors to executive pay

— Arjuna Capital has continued to request that 

companies publish disclosure on wage gaps 

between male and female employees, 

submitting proposals at 17 companies during 

the 2020 proxy season

• Mastercard and Starbucks made the requested 

disclosure

GENDER PAY GAPS

— Shareholder pay proposals continued to focus on 

linking ESG factors with executive pay, 

including at Apple, Marathon Petroleum and 

Verizon

• Support for such proposals averaged 19.1% (down 

from 21.6% in 2019), but increased at companies that 

had repeat proposals on this topic year over year

• At Verizon, a shareholder proposal to report on 

linking CEO pay to enhanced data privacy and 

cybersecurity achieved 31% support, up from 

12.4% on a similar proposal in 2019

LINKING ESG FACTORS WITH EXECUTIVE COMPENSATION

Source: Alliance Advisors, 2020 Proxy Season Preview (April 2020); ISS, Key Highlights from the 2020 U.S. Proxy Season (June 19, 2020)

There has also been an emerging shareholder 

focus on sexual harassment issues ïsome of 

these proposals have been excluded on ordinary 

business grounds

— After receiving a proposal from Clean Yield Asset 

Management, Wells Fargo agreed to end mandatory 

arbitration for workplace sexual harassment
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V. 2021 Proxy Advisory Firm Voting 

Guidelines
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ISS and Glass Lewis 2021 Proxy Voting Guidelines Updates 

Consistent with ongoing engagement trends, Glass Lewis and ISSô 2021 updates to their proxy voting 

guidelines, applicable to meetings on or after February 1, 2021, focus on board diversity and 

disclosures related thereto, environmental and social risk oversight, board refreshmentand the 

treatment of virtual meetings during the 2021 proxy season

ð In response to COVID-19 thousands of companies switched to a virtual-only format for their annual meetings. This 

trend is likely to continue well into 2021

ð Glass Lewis: Temporarily suspended its standard policy (against) virtual meetings through June 30, 2020, but has 

re-imposed it for the 2021 proxy season. It will therefore recommend against director nominees who serve on the 

governance committee unlessthere is sufficient disclosure of shareholder participation rights 

• Include robust disclosure in the companyôs proxy regarding the ability of shareholders to participate in the meeting including their 

ability to (1) ask questions at the meeting; (2) procedures for posting Q&A during the meeting to its website; and (3) logistical 

details for meeting access and technical support

ð ISS:  Added a new policy to generally support management proposals allowing for the convening of hybrid 

shareholder meetings

• Unlike GL, ISS does not have a standard policy of voting against directors who opt to use virtual meetings and this remains 

unchanged in 2021

• If hosting a virtual-only meeting, ISS is encouraging companies to disclose the rationale for doing so (such as health and safety) and 

how they intend to provide comparable opportunities for participation to those of an in-person meeting

• ISS will recommend in favor of shareholder proposals to hold hybrid meetings and on a case by case basis for virtual-only meetings

VIRTUAL MEETINGS UPDATE

Source: Glass Lewis, ISS
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Significant Focus on Board Diversity in 2021

ð Board Gender Diversity:  Replacing transitional 

language, ISS will generally recommend a vote against 

or withhold from the chair of the nominating 

committee (or other directors on a case-by-case basis) 

at companies where there are no women on the board 

of directors 

ð Racial/Ethnic Diversity:  Starting in 2022, for 

companies in the Russell 3000 or S&P 1500 indexes 

where the board has no apparent racially or ethnically 

diverse members, ISS will recommend voting against 

or withhold on the chair of the nominating committee 

(or other directors on a case-by-case basis) 

ð Exceptions: Both diversity policies will have an 

exception to an adverse vote recommendation if the 

company had conforming diversity at the preceding 

annual meeting and has made a commitment to appoint 

a diverse member within one year

ð Board Gender Diversity:  For shareholder meetings held 

after January 1, 2022, GL will generally recommend 

voting against the nominating committee chair of a 

board with greater than six directors of which fewer than 

two are female and, in 2021, GL will be noting a concern 

regarding boards with fewer than two female directors. 

ð State Laws on Diversity: GL will recommend in 

accordance with board composition requirements set 

forth in applicable state laws when they come into effect

ð Diversity Reporting: GL will generally support 

shareholder proposals requesting that companies provide 

EEO-1 data

ð Disclosure of Director Diversity and Skills: GL reports 

on the S&P 500 will include an assessment of their 

disclosure relating to board diversity, skills and the 

director nomination process

• GL will not be making voting recommendations 

solely on the basis of this assessment in 2021

Source: Glass Lewis, ISS
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Updates to Environmental and Social Policies

ð Material E&S Risk Oversight Failures:  ISS is making 

a clarification to its global ISS benchmark policies that 

explicitly notes that significant risk oversight failures 

related to environmental and social concerns may 

constitute material governance failures, and therefore, 

may trigger vote recommendations against board 

members

ð Sexual Harassment Shareholder Proposals:  ISS will 

recommend on a case-by-case basis on requests for a 

report on company actions taken to strengthen policies 

and oversight to prevent workplace sexual harassment, 

or a report on risks posed by a companyôs failure to 

prevent workplace sexual harassment

ð Mandatory Arbitration Shareholder Proposals: ISS 

will recommend on a case-by-case basis on requests 

for a report on a companyôs use of mandatory 

arbitration on employment-related claims

ð Environmental and Social Risk Oversight:  GL will note 

a concern when boards of companies in the S&P 500 

index do not provide clear disclosure concerning the 

board-level oversight of environmental and/or social 

issues

• Starting in 2022, GL will generally recommend 

voting against a governance chair that fails to provide 

explicit disclosure concerning the boardôs role in 

overseeing these issues

• GL will examine a companyôs proxy statement and 

governing documents (such as committee charters) to 

determine if directors maintain a meaningful level of 

oversight of a companyôs environmental and/or 

socially-related impacts and risks 

ð Climate Change: Will generally recommend in favor of 

shareholder resolutions requesting that companies 

provide enhanced disclosure on climate-related issues

• Removed consideration of company's industry when 

reviewing climate reporting proposals. 

Source: Glass Lewis, ISS
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VI. SEC Rule AmendmentsRelated to 

Shareholder Proposals 
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Much Ado About Nothing: One Year After Changes to No-

Action Letter Request Process 

The Division of Corporation Finance announced changes to its process of responding 

to company requests for no-action relief under Exchange Act Rule 14a-8 regarding 

exclusion of shareholder proposals for the 2020 proxy season

SEPTEMBER 6, 

2019

ð May respond orally on a request

ð May issue a response letter where it believes doing so would provide value, such as more 

broadly applicable guidance about complying with Rule 14a-8

ð May decline to state a view on a request

THE STAFF

ð The staff released a new Shareholder Proposal No-Action Chart, which was regularly 

updated and included the basis for exclusion asserted by the Company and the basis upon 

which the staff decided the request 

ð Where multiple similar proposals had been submitted the staff frequently provided a 

written response to the first and oral responses to subsequent proposals

ð Although the majority of no-action requests received oral responses, through this process 

very little transparency was lost

ð There was no significant change to the amount of time the staff took to respond

IN PRACTICE
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SEC Amends Requirements for Shareholder Proposals in 

Proxy Statements

The SEC adopted the amendments by a 3-2 vote and they will apply to any annual or special meeting held on 

or after January 1, 2022; however, current holders that meet the $2,000 threshold/one-year minimum will 

have until January 1, 2023 to comply with the new ownership requirements; the amendments were adopted 

substantially as proposed in November 2019, except for the removal of the so-called ñmomentumò provision

SEPTEMBER 

23, 2020

ð To be eligible to submit a proposal, Rule 14a-8(b) previously required a shareholder to have held a minimum amount of a companyôs 

stock ($2,000 worth or 1% of the outstanding) for at least one year.  The final rule: 

• Eliminates the 1% threshold, which was rarely used in lieu of the $2,000 test; and

• Introduces a tiered threshold for initial submissions and subsequent resubmissions as set forth below

ð Practically, these changes alone are unlikely to have an impact on most companies that have received proposals on a multi-year basis 

from the most prolific shareholder proponents, who likely satisfy the revised three-year test

ð They may, however, protect newly public companies for at least three years post-IPO from having to grapple with proposals from 

shareholders that typically have maintained a $2,000 stake solely for the purpose of making shareholder proposals

ð The SEC encouraged proponents to be clear about co-filers and identify a lead filer in initial communications with a company, 

but determined that adopting formal requirements is not necessary at this time

OWNERSHIP REQUIREMENTS

Submission Tier
Length of time securities must 

be continuously held

Required 

economic stake

First One year $25,000

Second Two years $15,000

Third Three years $2,000
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SEC Amends Requirements for Shareholder Proposals in 

Proxy Statements (contôd)

ð The amendments require a 

shareholder that appoints a 

representative to provide the 

company with written 

documentation of the appointment, 

including information such as the 

identity of the representative

ð This proposal would formalize prior 

SEC guidance (SLB 14I) 

PROPOSALS SUBMITTED 

THROUGH A REPRESENTATIVE 

ð Amends Rule 14a-8(c) to apply 

the existing one-proposal limit 

to each person rather than each 

shareholder

ð Unlike the prior rule, it would 

prevent any individual from 

acting as a representative for 

more than one shareholder 

proposal or as a proponent of 

one proposal and representative 

for a different proposal

ð The amendments intend to 

prevent evasion of the one-

proposal limitation, e.g., 

through the practice of some 

prolific shareholder-proponents 

of acting as representatives for 

several shareholder proposals 

ONE-PROPOSAL 

LIMIT

ð The amendments require

a shareholder proponent or 

representative, if any, to 

provide contact information and 

a written statement that he or 

she is available to meet with the 

company in person or via 

teleconference and include 

specificavailability windows 

between 10 and 30 days 

after submission 

ðWhile required engagement 

might be beneficial, the 

amendment does not include an 

enforcement mechanism

REQUIRED SHAREHOLDER 

ENGAGEMENT 
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SEC Amends Requirements for Shareholder Proposals in 

Proxy Statements (contôd)

ð A company is permitted to exclude a shareholder proposal that dealt with substantially the same subject matter as a proposal voted on 

in the last five years if the proposal does not receive a minimum level of support; the SEC amended the levels as follows:

ð The changes to the resubmission thresholds reflect some SEC sympathy for management complaints regarding diversion of time and 

resources to ñzombieò proposals

• However, the amendments do not, as initially proposed by the SEC, allow a company to exclude a proposal that would not otherwisebe 

excludable under the 25% threshold but for which support declined by 10% or more compared to the immediately preceding shareholder vote on 

the matter (the so-called ñmomentumò provision) acknowledging that this proposed amendment could have led to anomalous results and would 

have rendered the resubmission basis for exclusion unnecessarily complex

ð The SECôs data-driven practical approach in this particular release may reflect an SEC trend toward reliance on quantifiable data, 

particularly with respect to sensitive Rule 14a-8 issues 

MINIMUM SUPPORT THRESHOLDS FOR RESUBMISSION 

Number of times proposal 

was voted on in last 5 years
Current Level Amended Minimum 

Once 3% 5%

Twice 6% 15%

Three or more times 10% 25%

Looking Ahead: Any change in SEC Commissioners could prompt new consideration of the issues raised by investors on their ability to 

submit proposals under Rule 14a-8 as amended; additionally, the amendment could be reviewed under the Congressional Review Act (as it 

was designated a ñmajor ruleò) and thus could potentially be overturned by a new Congress



48

VIII. Other Governance Updates
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NASDAQ Listing Rule Proposal

On December 1, 2020, Nasdaq submitted a proposal to the SEC seeking approval of new board 

diversity listing requirements. As proposed, the rule would require Nasdaq-listed companies to:

1. Have at least one director who self-identifies as female, and have at least one director who self-identifies as 

an ethnic minority or LGBTQ+, or explain why the company does not have at least two directors on its 

board who self-identify in the categories listed above

2. Subject to certain exceptions, provide statistical information in a proposed uniform format on the gender, 

race, and LGBTQ+ identification of a companyôs board of directors

TIMEFRAMES FOR COMPLIANCE 

Companies would be required to publicly disclose board-level diversity statistics through Nasdaqôs proposed disclosure frameworkwithin 

one year of the SECôs approval of the listing rule and would be required to meet the minimum board composition expectations based on the 

companyôs listing tier:

ð All companies will be expected to have one diverse director within two years of the SECôs approval of the listing rule

ð Companies listed on the Nasdaq Global Select Market and Nasdaq Global Market will be expected to have a second diverse director 

within four years of the SECôs approval of the listing rule

ð Companies listed on the Nasdaq Capital Market will be expected to have a second diverse director within five years of the SECôs 

approval of the listing rule

Companies that do not comply within the required timeframes will be subject to delisting if they do not provide a public 

explanation of their reasons for not meeting the objectives
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The Biden Administration: A New Look at ESG and 

Stakeholder Capitalism 

Protect Main Street 

not Wall Street

Senate corporate 

governance 

reform group

Corporate 

ñhygiene,ò 

insider trading 

and stock 

buybacks

New ESG 

disclosure 

mandates

Sustainability 

frameworks

Corporate purpose 

& human capital 

management

INVESTOR 

DRIVEN

FOCUS

ñ[A]n end to the era of shareholder 

capitalism ð the idea [that] the only 

responsibility a corporation has is 

to its shareholders,ò then candidate, 

Joseph R. Biden Jr.

WHAT IT COULD MEAN

ð Championing of progressive causes with 

continued shareholder activist pressure

ð Movement beyond principles-based 

disclosure in key areas such as diversity, 

human capital management, climate and 

sustainability
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The Biden Administration: ESG Disclosure Considerations: 

Now and in an ESG Embracing SEC

ð Increase in investor lead efforts re  

divestment, calls for carbon 

neutrality and disclosure focused 

proposals continue to push 

companies

ð Commissioners Lee and Crenshaw 

criticized S-K amendments for not 

including prescriptive disclosure 

requirements

ð UK recently announced required 

reporting in alignment with 

TCFD framework by 2025

Itôs more than 

shareholder proposals

CLIMATE

ð Will the SEC move to adopt an 

existing disclosure standard 

(SASB or other)

or

ð Will a more European- like 

disclosure regime develop 

driven by bespoke regulatory 

requirements

Who will be the 

standard setter

SUSTAINABILITY

ð Pension funds and proxy 

advisory firms pushing for 

more disclosure

ð State law mandates on board 

diversity

ð Interest in C-suite compensation 

metrics

Activist and 

legislative pressure

DIVERSITY

ð Recent S-K amendments already 

forcing companies to consider 

disclosure of human capital 

strategy

New S-K 

requirements

HUMAN CAPITAL

ð Engagement on reporting framework/ disclosure approach important as 

investors assess compliance with internal rubrics

ð Are we satisfied 

with our commitment to D&I

ð Are we satisfied with our 

external position 

ð Are we ready to publicly 

disclose additional information

ð Are we satisfied with the talent 

at the company 

ð Are we satisfied with the 

process for recruiting, 

developing and retaining 

workforce

Key takeaways for ESG Disclosure:

ð Material liability under SEC Rule 10b-5 for false statements regardless 

where disclosed (e.g., website or filing)

ð Need for consistent, integrated approach from board strategy to IR and beyond

ð Avoid puffery, overpromises and greenwashing

KEY QUESTIONS FOR BOARDS
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During the 2021 proxy season, consider:  

Updates to D&O Questionnaires for 2021

In February 2020, the SEC approved a Nasdaq proposal to amend the definition of ñFamily Memberò 

used in its corporate governance rules, which is incorporated into the definition of ñIndependent 

Directorò ïthe amended definition includes a carve out for domestic employees who share a directorôs 

home and no longer includes step-children

Continue to consider whether questions related to Ä162(m) are necessary given the elimination of the 

performance-based compensation exception, pursuant to the 2017 Tax Cuts and Jobs Act, which 

companies previously relied on to preserve the deduction, keeping in mind any awards subject to the 

transition guidance 

Addition of voluntary diversity disclosure question on directors' gender, ethnic and racial diversity 

including a request of consent from directors to be able to publicly disclose this information in response 

to requests from shareholders, regulators and other third parties
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