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 How to identify your shareholders

 Shareholder support for directors, proxy access and

executive compensation

 Shareholder communications and outreach

 Shareholder activists – what you need to know & do

 Shareholder proposals and no-action letters

Points to be Covered
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 Institutions

• Banks / Trusts 

• Labor Unions

• Hedge Funds

• Mutual Funds – active and passive

• Pension Funds – public and private

 Retail (registered and beneficial)

 Insiders

 Employee plans

The make-up of your shareholder base will significantly 

impact proxy voting.

Who are your Shareholders
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Ownership of Public Companies

Overall

30%

70%

Retail ownership of 

microcap companies 

increased by 5 percentage 

points–to 77% from 72% 

(following an 8 point 

increase in 2015)

Institutional ownership 

increased 2 percentage 

points from the same 

period in 2015.

Source: PwC + Broadridge, ProxyPulse 2016 Proxy Season Report.

Large

27%

73%

Mid

23%

77%

Small

32%

68%

Micro

33%

77%

Share Ownership by Company Size – 2016 Proxy season

= Institutional ownership

(% of shares)

= Retail ownership

(% of shares)
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Who is Actually Voting their Shares?

Source: PwC + Broadridge, ProxyPulse 2016 Proxy Season Report.

 Retail investors continue to vote at significantly lower rates than 

institutions 

 97 billion retail shares have gone un-voted in the 2016 proxy season
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Percentage of Shares Voted by Ownership Segment
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 SEC filings

• 13-G / 13-D

• 13-F

• Who is required to file

• Timeliness of filings

 NOBO (non-objecting beneficial owner) list

 Transfer agent register

 DTC (Depository Trust Company) participant list

Market surveillance services can provide more timely 

information.

Identifying your Shareholders
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 Who makes investment decision

 Who votes

 Who owns it

 It is important to know…

• Takeover concerns

• Valuation concerns

• Governance concerns

• Tailored / customized outreach

• Accessibility of policy online

Institutional Shareholders: Investment vs Voting Decision
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 Different motivations, but…

 Typically vote 

 Each institution is different and there is not a uniform internal 

system

 May have detailed voting guidelines (some published, some 

purely internal)

 May consult with or follow proxy advisory firm recommendations

 Portfolio management involvement varies in voting influence

 Processes run the gamut from having a specifically designated 

department that is responsible for issuer engagement and proxy 

voting, to strictly following proxy advisory firm recommendations

How Shares are Voted by Institutional Investors 
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 Other forms of process include, for example:

• Independent voting by Portfolio Managers 

• Following advisory firms absent a proactive override request from 

the Portfolio Manager or a specified event (such as a proxy contest)

• Forwarding proxies to Portfolio Managers when holdings exceed a 

certain percentage and defaulting the balance to proxy advisory firm 

recommendations

• Pass through voting decision to beneficial owners

• Customized voting policies to be executed by proxy advisors

How Shares are Voted by Institutional Investors 
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Are Shareholders Supportive of Directors?

Source: PwC + Broadridge, ProxyPulse 2016 Proxy Season Report.

 Average shareholder support – 96%

 Number of directors failing to get majority support – 38%

 Number of directors up for election – 22,560

 Number of directors failing to get at least 70% support – 1,304

Are Shareholders Supportive of Proxy Access?

 Percent of proposals receiving majority support – 60%

 Retail shareholders – 15% support

 Institutional shareholders – 60% support

 40% of S&P 500 companies have now adopted
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How Supportive are Shareholders of Executive Compensation Plans?

Source: PwC + Broadridge, ProxyPulse 2016 Proxy Season Report.
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• Approximately 11% of pay 

plans failed to surpass the 

70% shareholder support 

level, in comparison to the 

2015 season when 10% of 

pay plans failed to hit this 

threshold

• 42% of companies that 

failed their say-on-pay vote 

in 2015 and had a director 

election this season, had at 

least one director fail to 

receive 70% support
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 Evaluate your governance and identify areas subject to criticism

• Executive Compensation (alignment with performance)

• Bylaws (majority voting, staggered board, proxy access, etc.)

• Succession issues

• Board issues (leadership, tenure, diversity, ownership or holding 

requirements, etc.)

• Strategic and risk management issues

• Corporate Social Responsibility issues

• Shareholder engagement

 Evaluate your disclosures on the issues above and quality of 

communications regarding them

Assess your Corporate Governance 
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 Determine percentage of retail ownership

 Identify patterns in your base

 Utilize proxy solicitor to develop vote projections

 Identify corporate governance decision makers for each key 

investor, know their corporate governance guidelines and 

identify which proxy advisory firms they rely upon and to what 

extent

 Review participants on your analysts’ call to determine activist 

interest

Analyze your Shareholder Base
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 Do your homework before you begin outreach to your institutional 

holders.

 Have any of your shareholders, ISS or Glass Lewis raised 

governance or compensation concerns in the past?  Have you 

done anything to address those concerns?

 Review the voting histories of your shareholders. 

• Previous year’s vote report

• N-PX filings for institutional voting records 

 What are their “hot button” issues on governance and 

compensation?

 Your proxy disclosure is your message to shareholders.

• Your proxy and your CD&A need to be a marketing document

• Highlight your strengths and address governance weaknesses

Shareholder Communications and Outreach
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 When do you reach out to shareholders?  

 Consider having year-round governance dialogue

• General discussion of policy (just collecting feedback).  NOT 
soliciting votes  

• Pick your battles, not all institutions are going to take part in this 
process  

 Develop an agenda for talking to your shareholders and provide an 
advance copy

 Continue to monitor changes in shareholder base  

 Determine the best relationship you have to use in approaching 
each institution  

 Ask your proxy solicitor if they know of any developments 
concerning your key shareholders that could impact the vote 

 Develop communication plan for communicating results to your 
Board and let shareholders know    

Shareholder Communications and Outreach
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What is the reason behind activist involvement?

 Share price performance

 Deterioration in operating metrics:  Declining revenues and profitability, 

low ROIC

 Balance sheet activism:  Return capital to shareholders, change capital 

structure, history of poor/failed acquisitions/investment/R&D

 Corporate governance concerns:  Classified board, non-shareholder 

approved poison pill, failure to implement majority supported shareholder 

proposals.

 Corporate structure:  M&A or divestiture

Shareholder Activists - Key Considerations
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 Who is the activist shareholder?

 Hedge fund or traditional long-term investor?

 Duration for which the activist has been a shareholder

 Relationship with other key shareholders

 Understanding of activist investor

 Did the company engage with the activist investor?

 Likely outcome of a proxy contest

 Settlement discussions with the activist

 Reasonableness of activist demands

 Board’s process for evaluating activist nominees

 Likelihood of expanding board to give a seat to activist  

Shareholder Activists - Key Considerations
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Preparation is Key!

• Know your shareholder base

Governance Financial performance

Take stock of your governance and financial performance 

vulnerabilities

• Review ISS and GL policies

• Engage with investors

• Review proxy transparency

• Review board composition

• Evaluate cash and balance sheet

• Understand how you trade

• Test value creation strategy

• Critically review track record

• Understand industry evolution

18



 Must comply with eligibility, procedural and substantive basis 
requirements of SEC Rule 14a-8

 Generally requires inclusion of shareholder proposals. if certain 
conditions are met:

• Timely 

• Minimum ownership level

• Other procedural requirements

• Subject matter

• If proposal is procedurally or substantively defective, issuer may 
seek a no-action letter from SEC

• Hot issues:  proxy access, political and lobbying activities, 
independent board chair, shareholder right to act by written 
consent or call special meeting, executive compensation

Shareholder Proposals
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 Analyze eligibility/substantive compliance

 Utilize Society resources (e.g., shareholder proposal database)

 For no-action requests, consider engaging a law firm versed in no-
action requests or prepare to research and draft in-house

 Establish contact with proponent to discuss proposal and seek 
negotiation

 Know investors’ vote policies

 Know the proxy voting advisory firm policies

Shareholder Proposals

20



 Timely:

 Proposal must be received by the company not fewer than 120 

calendar days before the date on which the company released its 

proxy statement in the previous year

 Minimum ownership level: 

• Shareholder must have held at least 1% or $2,000 of the company’s 

voting securities for at least one year (and continue to hold through the 

date of the shareholders’ meeting)

 Other procedural grounds:

• Each shareholder is nominally limited to one proposal

• The proposal and its shareholder supporting statement, in aggregate, 

is limited to 500 words

Shareholder Proposals
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 Substantive grounds for exclusion (Rule 14a-8(i)):

• Is improper under state law (mandate vs. recommendation)

• Violates law or proxy rules

• Redress of a personal claim or grievance or furthering a personal interest

• Relates to operations which account for small percentage of assets and 

earnings

• Is beyond corporate power or authority to implement

• Relates to ordinary business operations and does not focus on significant 

social issues (general compensation vs. executive compensation, 

environmental strategy)

• Relates to certain aspects of a board election 

• Directly conflicts with a company proposal

• Has been substantially implemented 

• Duplicates another proposal

• The proposal failed to attain specified voting levels in prior years

• Relates to a specific amount of dividends

Shareholder Proposals
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