
Proxy Season 2016!
Proxy Season 2016 is under way! Proxy Preview, now in its 
12th year, summarizes the upcoming proxy season, the issues
being covered and the companies involved.

The part of the proxy process most interesting to socially
conscious investors is the shareholder resolution process.
This process gives shareholders a means to engage
companies on issues of concern, push to increase company
transparency, and share best practices. Resolutions that are
not resolved between the filer and the company may end up
on the annual company proxy statement giving all current

shareholders the opportunity to vote on the issue. For more enlightened companies, this can be a
great way to become informed of issues to which they should be paying attention to.

Who Are the Leading Filers of Shareholder Resolutions in 2016?

Investment managers lead the way in the filing of shareholder resolutions. These include
managers such as: Trillium Asset Management, Domini Social Investments, and Calvert
Investments, to name a few. In addition, First Affirmative is a co-filer on numerous resolutions. As a
socially conscious investor, you are a part of this cause as well!

Other participants filing shareholder resolutions include: pension funds, endowments &
foundations, Universities, unions, faith-based institutions, special interest groups and individuals.

Issues This Season

Environmental: As in past proxy seasons, climate change continues to be the primary focus of all
environmental shareholder proposals, with carbon accounting and risk management disclosure
being the main requests, as well as goal setting to reduce GHG emissions.

Many of this year's environmental resolutions are driven by the 2 degrees Celsius ceiling adopted
by the COP21 Paris Climate Change Agreement. These proposals ask fossil fuel companies to
stress test their business against this 2-degree target to inform shareholders about how the
company plans to survive this transition. In addition, shareowners want to know what energy
companies plan to do with stranded assets which currently account for a large part of the market
value claimed on the balance sheets of oil, gas and coal companies. Another type of proposal
asks to re-evaluate the linking of executive compensation to reserves replacement. Proposals
were also filed asking utilities to address the rapidly changing electricity grid and their plans for
adaption to renewable energy sources.



Here in Oregon, a resolution asks Portland General Electric and PG&E about water shortages,
requesting quantification of the risk associated with climate-change driven ‘mega-droughts’ that
could reduce our hydroelectric resources by 75% to 100% for an extended period of years.

It is important to note that not all proposals are directed at energy companies only. Many other
companies have been asked to report on efforts they are taking to access more renewable energy
sources, and to set targets to increase renewable energy sourcing. AT&T, PepsiCo, Nordstrom,
Kroger, & Best Buy are a few of the companies receiving these requests.

Other resolutions dealing with climate issues include: deforestation & human rights issues related
to the use of palm oil, and how global food companies such as Tyson Foods, Kraft Heinz, and Dr
Pepper Snapple Group plan to manage the financial risk from shrinking water supplies.

Political Activity: The resolutions in this area deal mainly with transparency around political
contributions and lobbying. This includes disclosure of corporate memberships and payments to
“dark money” groups, which allows companies to avoid any scrutiny of the issues they are seeking
to influence. This is material information to which shareholders should have access, safeguards
corporate reputation and protects shareholder value, and is information that should be easily
reportable.

Congress recently blocked the Securities and Exchange Commission from implementing a
corporate political disclosure rule. With no mandatory disclosure required, voluntary disclosure
becomes essential. The CPA-Zicklin Index of Corporate Political Disclosure and Accountability
continues to be a strong tool that encourages companies to independently adopt disclosure and
accountability policies. The 2015 Index, which for the first time included the entire S&P 500, found
at least 58 companies that adopted full or partial disclosure without any shareholder resolutions.
The shareholder resolution process serves as a nudge to the rest.

In addition, proposals have targeted Vanguard Mutual Funds to demand more election spending
disclosure. Vanguard Mutual Funds vote proxies on their clients behalf, and have consistently
voted with company management on these types of issues.

Diversity In the Workplace: Shareholder proposals in this area have shifted after the US
Supreme Court ruling legitimized same-sex marriage across the country. This year, the proposals
are focusing more on board diversity, diversity in the workplace, and pay equality.

The last two refer to women and minorities, with proposals asking companies to quantify
employees by gender and race, and provide a description of the policies implemented to increase
diversity in the workplace. Of particular attention are tech companies, who lag averages where
women are concerned, and farm and foul minority workers who earn low wages and suffer
extremely high rates of injury and illness.

Human Rights:: A full quarter of the proposals in this area deal with the contested areas of Israel
and Palestinian territory, and related human rights issues. In one proposal, Boeing is asked to
report on its sales of weapons-related products and services to Israel.

Human trafficking is also addressed in proposals to Ralph Lauren, Wendy’s and Yum! Brands to
address these risks in their supply chains, as well as the principles implemented for assessment.
Nordstrom has a proposal asking it to report on specific actions it has taken to ensure worker
safety and rights in its supply chain. Interestingly, through a partnership with Truckers Against
Trafficking, four trucking firms have been recruited to report on what they are doing to identify
human trafficking since truckers, as the “eyes and ears of our nation’s highways”, are ideally
situated to see traffickers moving their victims.



Krogers (owner of Fred Meyer) and Cabela’s have proposals seeking to ban the sale of assault
weapons.

Health: Proposals at AbbVie, Merck and Johnson & Johnson seek to deal with environmental
concerns from drug disposal, as well as the current opioid addiction crisis by asking drug makers
to take responsibility for collection and disposal of their drugs and accessories. Conrad
MacKerron, Sr VP at As You Sow, says it well when he states “We believe companies that put
medications on the market and profit from them should be primarily responsible for financing take-
back systems.” Unlike many other countries, the US pharmaceutical industry has been
disturbingly resistant to incorporate these types of programs. Walgreens is a notable exception,
placing take-back kiosks in 500 of its pharmacies.

Corporate Governance: This year’s biggest corporate governance issue is the fight to allow
shareholders to put director nominees on the company’s proxy statement. New York City Pension
Funds filed proxy access proposals at 72 companies for 2016. The goal is to make the boards of
directors more accountable and to ensure that shareholders interests are being properly
represented by increasing the independence, accountability, and diversity of boards.

Proposals aimed at improving corporate governance deal with diversity in the boardroom,
encourage implementation of climate-competant boards that understand the risks and
opportunities of climate change, and seek executive pay structures linked to sustainability metrics.
For instance, Alcoa ties 20 percent of executive compensation to performance on safety,
environmental stewardship, greenhouse gas reductions and energy efficiency.

Interestingly, mutual fund company T. Rowe Price is being asked to address inconsistencies
between their proxy voting records and public statements & policy issues on climate change.

Conservative: Of course, fair is fair, and both sides get to play in the proxy process!

In 2016, the conservative group National Center for Public Policy (NCPPR), has stepped up its
slate of proposals to further its conservative agenda. They have filed proposals to limit corporate
support of the Affordable Care Act, the LGBT community, and even political contributions to the
Clinton campaign.

Additional proposals will surface and many will be withdrawn as the season progresses.

Want to read the Proxy Preview, as well as specific company proposals, and keep updated as the
season progresses? Go here to download your own report!
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