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A 2014 proxy season review

This edition looks at results
from 2,788 shareholder
meetings held between
January 1 and May 22,

2014. We provide data and
analyses on areas such as
share ownership composition,
director elections, say-on-pay,
proxy material distribution
and the mechanics of
shareholder voting. We also
look at differences in proxy
voting by company size.
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2014 PROXY SEASON DEVELOPMENTS: PUBLIC COMPANY OWNERSHIP

* Average shareholder support remains strong for Institutional shareholder ownership increased
most directors, but there were 702 directors (4%) slightly. Through May of the 2014 proxy season,
who failed to attain at least 70% support, a key 70% of street shares were owned by institutional
threshold for some proxy advisory firms. shareholders and 30% by retail shareholders — an

increase of about 2 percentage points compared to
pay proposals that failed to attain a majority of last year. Average share ownership varies by company

shares voted in support — from 54 through May of size. For instance, mid-cap companies have the
2013 to 72 through May of 2014. While average highest average rate of institutional ownership (74%),
while micro-cap companies have the highest average

rate of retail ownership (64%).

e There was an increase in the number of say-on-

support levels for executive compensation plans
rose from 89% to 91% at large-cap companies,
a greater percentage of mid-cap and small-cap
companies failed to attain at least 50% of shares

voted in 'suppg.rt The percen’ra.ge. of mid-cap OWNERSHIP COMPOSITION
companies failing to reach majority support rose
from 2% last season to 5% so far this season. OWNERSHIP BREAKDOWN BY SHARES

* Board declassification proposals continue to o
attain high levels of support when they are put to BINSTITUTIONAL SHARES Il RETAIL SHARES
a shareholder vote — with an average of 96%of S
shares voted in favor. We are also seeing increases 2014 January-May : 2013 January-May

year over year in the number of proposals related I

to the disclosure of corporate political spending :

and social and environmental matters. ;

* Shareholder engagement efforts are intensifying
70% S0% i 68% [S2%

and a growing number of companies are taking
a more targeted approach — resulting
in increasingly efficient communications

campaigns. Some compgnies are refinihg their SHARE OWNERSHIP BY COMPANY SIZE —
approach to communications by analyzing
historical voting participation and tailoring their 2014 JANUARY-MAY

OUTI’eaCh aCCOFdIﬂg'y. ................................................
) ] . B INSTITUTIONAL OWNERSHIP B RETAIL OWNERSHIP
e Technologies for virtual shareholder meetings have (% of shares) (% of shares)

improved since their infroduction 5 years ago,
and the number of companies using them has

increased from 4 in 2009 to 67 in 2013. The 2014 % 72% 28%
proxy season is on pace to set an annual record for m

the number of virtual shareholder meetings held.

* Because proxy materials are more frequently
distributed electronically or through a mailed
Notice, shareholder cormmunications costs are
falling. There was a 3 percentage point decrease
in the volume of paper proxy materials sent to
retail shareholders (from 43% last season to 40%
this season).

amn

4% 26%

67% 33%

TIVNS

36% 64%

OHDIN

Key defining company size: Large Cap: $10b+ * Mid Cap: $2b-$10b * Small Cap: S300m-$2b * Micro Cap: $300m or less
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SHAREHOLDER VOTING Companies may wish to consider applying a

"test and learn” approach to their shareholder
communications. After all, not all shareholders are
motivated to vote. This is particularly frue of retail
shareholders — where low rates of participation may
be driven by such diverse factors as apathy or lack
of understanding of complex proposals. As some
companies engage more frequently with their retail
shareholders, they are growing their information
"databank” and can apply known successes to
future efforts.

Low retail voting rates continue to present
companies with engagement challenges and
opportunities. Institutional shareholders voted

90% of their shares thus far in 2014, but retail
shareholders voted just 29% of their shares. Voting
rates also vary by company size. For example,
institutional shareholders voted 94% of their shares
at small-cap companies but only 84% at micro-caps.
Retail shareholder voting rates were in the range of
27% to 32% — depending on market cap.

With only about Thrge o.f.Ten retail shargs voted, SHARES VOTED BY COMPANY SIZE —
companies have a significant opportunity to
encourage participation from this historically 2014 JANUARY-MAY
supportive shareholder segment. Companies
interested in expanding their retail shareholder B INSTITUTIONAL VOTING W RETAIL VOTING

(% of shares) (% of shares)
engagement efforts can benefit from a deeper
understanding of the type of retail shareholders
they have: registered (direct) or beneficial (via broker),
the size of these accounts, and their geographical
location. Combined with an understanding of
historical retail shareholder participation data, this
information becomes a basis for development
of an efficient retail shareholder outreach program.

PERCENTAGE OF SHARES VOTED BY
OWNERSHIP SEGMENT

LARGE MID SMALL MICRO
[ INSTITUTIONAL SHARES [l RETAIL SHARES CAP CAP CAP CAP

80

60

40

20

2014 January-May 2013 January-May

Key defining company size: Large Cap: $10b+ * Mid Cap: $2b-$10b * Small Cap: S300m-$2b * Micro Cap: $300m or less
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DIRECTOR ELECTIONS

Shareholder support for directors is strong on
average, but 702 directors failed to receive at least
T70% support of the shares voted. On average,
directors received 97% of shares voted in favor
through May 22, 2074. However, support levels

vary by company size. At large-cap companies,

94% of directors up for election received over

90% shareholder approval compared to 78% of
directors at micro-cap companies. Among mid-cap
companies, there was an increase over last season

in the number of directors that failed to attain at
least 70% of shares voted in support — from 99 last
year at this time to 116 this proxy season. Generally
speaking, large-cap companies have been first to
adopt the governance reforms seen as "leading
practice” by some shareholders. For example, a
significant majority of large-cap companies have
adopted practices such as annual director elections
and majority voting. Many large-cap companies have
also provided shareholders with voluntary reporting in
areas like sustainability, corporate social responsibility
and political spending. These actions may explain

in part the higher levels of shareholder support for
large-cap company directors.

PERCENTAGE OF SHARES VOTED “FOR"
INDIVIDUAL DIRECTORS BY COMPANY SIZE

DIRECTOR ELECTIONS

AVERAGE SHAREHOLDER
SUPPORT

70-100%
SUPPORT

702 directors failed to attain at

Key defining company size: Large Cap: $10b+

> least 7T0% of shares in favor of
their election.

* Across large-cap companies, 9 directors (or 0.3%) failed fo attain majority

shareholder support.

Mid Cap: $2b-$10b « Small Cap: $300m-$2b « Micro Cap: S300m or less
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SAY-ON-PAY SAY-ON-PAY VOTING RATES BY

There was high support for executive compensation COMPANY SIZE

plans at large-cap companies, but supportat
small- and mid-cap companies decreased since last
proxy season. Nlne.ry_.t.hree percenT of |arge_cap 4444444444444444444444444444444444444444444444444
company say-on-pay proposals attained at least ‘- 2‘3',&’*?,53&5\2%53;"“
70% shareholder support and large-cap companies DG REASE FROM

had the highes’r average approva| rates for their
pay plans. Yet, across companies of all sizes, 11%
failed to attain the 70% support threshold looked at
closely by some proxy advisory firms. Among small
and mid-cap companies, support levels fell as a
greater percentage of their proposals dipped below
the 70% support threshold. This means that some

of these companies should expect proxy advisors

to look more closely at, and potentially recommend

a vote against, their compensation plans next year.
Among micro-cap firms, the average level of support
fell from 90% last season at this time to 88% this
season. There was a season-over-season increase

in the number of pay plans that failed to receive
majority shareholder support from 54 through May
of 2013 to 72 through May of 2014.

NUMBER OF COMPANIES THAT FAILED
TO OBTAIN MAJORITY SUPPORT FOR
EXECUTIVE COMPENSATION

o

-4%

* Numbers may not add to 100% due to rounding.

2014 JANUARY-MAY 2013 JANUARY-MAY

Key defining company size: Large Cap: $10b+ * Mid Cap: $2b-$10b * Small Cap: S300m-$2b * Micro Cap: $300m or less
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SHAREHOLDER ACTIVISM BOARD DECLASSIFICATION PROPOSALS
While 2013 saw an increase from 2012 in the Bl 20'4 JANUARY-MAY Il 2013 JANUARY-MAY
number of proxy contests and exempt solicitations
(communications such as "vote no” campaigns 100
against directors), 2014 has seen a decline in
both of these phenomena. There have been 23 80
proxy contests in the 2014 proxy season thus far,
compared to 28 at the same point last year. Exempt 60
solicitations have decreased from 18 to 10 over
the same time period. However, this data does not 40
necessarily indicate a decrease in activism overall.
In many instances, companies and investors have 20
chosen to negotiate and come to a seftlement in
advance of a shareholder vote. oy - ¥ -
AVERAGE SHAREHOLDER 70-100%
Board declassification proposals pass with high SUPPORT SUPPORT
support and are moving downstream to smaller
companies. The annual election of all of a company's
directors as a group has become the dominant
practice of the largest public companies over the BOARD DECLASSIFICATION PROPOSALS BY
last ten years. According to the Spencer Stuart COMPANY SIZE

2014 US Board Index, 91% of S&P 500 companies
now have declassified boards compared to only
60% in 2003. Over the last three years, board
declassification reform has been advocated by,
among others, the Shareholder Rights Project
(SRP), a program at Harvard Law School acting

in coordination with public pension funds and
charitable organizations. The SRP continued to
file board declassification proposals at companies
in 2014, with significant success. Of the proposals
that have gone to a vote this year, average
shareholder support was 96%. It is noteworthy
that in the 2014 proxy season mid-cap companies
have experienced the greatest prevalence of these
proposals (54%). This attention, once reserved for
large-cap companies, is not particularly surprising,
as most of the largest companies have already
adopted annual director elections.

M LARGE CAP [l MID CAP Il SMALL CAP [l MICRO CAP

Key defining company size: Large Cap: $10b+ * Mid Cap: $2b-$10b * Small Cap: S300m-$2b * Micro Cap: $300m or less
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COMMUNICATIONS AND VOTING METHODS

Electronic delivery of proxy materials continues to
increase. Technology continues fo transform the
means by which shareholders receive proxy materials
and vote their shares. Virtually all institutional
investors received proxy materials through an
electronic platform in the 2014 proxy season and
98% of voted institutional shares were cast through
an electronic platform.

Retail shareholders continue to receive their

proxy materials in a variety of ways and they use

a more diverse mix of voting methods. Thirty-two
percent of retail investors received their 2014 proxy
materials electronically and 28% through a mailed
Notice of Internet Availability (up from 30% and
27%, respectively, through May of the 2013 proxy
season). There was a 3 percentage point decrease

in the volume of paper proxy materials sent to retail
shareholders (from 43% through May of the 2013
proxy season to 40% through May of the 2014 proxy
season) — consistent with a trend we have observed
over the last several years. The technology shift in the
distribution of proxy materials results in decreased
printing and mailing costs for companies.

In terms of voting, individuals used technology
platforms for 73% of their shares. While many retail
shareholders express a clear preference for receiving
proxy materials in hard copy form, among those who
vote, most vote their shares electronically.

RETAIL INVESTOR PROXY DELIVERY
METHODS

2014 JANUARY-MAY

Percent of Shares Sent

[l E-oeuivery
[l MaiLED NOTICE

I MaiLeD FuLL sET

[¢)
INDICATES PERCENTAGE +1 A)
INCREASE OR DECREASE

FROM 2013 TO 2014

+/

RETAIL INVESTOR PROXY VOTING METHODS

2014 JANUARY-MAY 2013 JANUARY-MAY

Percent of Shares Voted

3%

27% 2% 28%

Electronic ballots include those voted by proxyvote.com, mobileproxyvote.com,
and felephone.
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Use of virtual shareholder meetings is growing. VIRTUAL MEETINGS 2014 JANUARY-MAY

While the vast majority of companies confinue to The vast majority of online meetings utilized an audio

hold "in-person” annual meetings, a small, but link. Only 10% provided video streaming.
growing number have added a virtual component.

Virtual meetings come in two main varieties: "hybrid"
meetings where audio and/or video broadcasts

are available to attendees in addition to the live
meeting, and "fully virtual” meetings which are

solely online. Whereas only 4 companies held virtual
annual meetings in 2009, 67 held them in 2013.
We expect a further increase for 2014.

(o Y -
The use of virfual meetings allows a greater
number of shareholders to participate without 60 « e
travel. Shareholders are able to watch/listen, ask
questions and vote their shares during a virtual BO « v e
meeting. From the point of view of the company,
virtual meetings can more effectively ensure security 40 « o e
— as shareholder identity is validated through unique
control numbers. Virtual meetings can also help 30 -

companies build their shareholder engagement
programs, as data can be tracked on meeting
attendance and activity for use in future years.

AUDIO &
VIDEO

VIRTUAL SHAREHOLDER MEETINGS (VSMS) -
2009 TO PRESENT 10% 90%

[ HveriD (ONsITE & VIRTUAL) ] VIRTUAL ONLY

Number
of VSMs

2009 2010 20M 2012 2013 2014
(through May 22)
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TO HAVE A DEEPER CONVERSATION ABOUT
ABOUT HOW THIS SUBJECT MAY AFFECT YOUR BUSINESS,
PLEASE CONTACT:

The analysis in this ProxyPulse is based upon Broadridge Financial Solutions
Broadridge's processing of shares held in street Chuck Callan

name, which accounts for over 80% of all shares Senior Vice President
outstanding of U.S. publicly-listed companies. Regulatory Affairs

Shareholder voting trends during the proxy season 845.398.0550

represent a snapshot in time and may not be chuck.callan@broadridge.com

predictive of full-season results.
Michelle Jackson

Broadridae Fi ial Soluti < the leadi hird Vice President
roadridge Financial Solutions is the leading third- Business Development and Strategy

party processor of shareholder communications and 6312742777
proxy voting. Each year it processes over 600 billion
shares at over 12,000 meetings.

michelle.jackson@broadridge.com

PwC's Center for Board Governance

PwC's Center for Board Governance is a group within Mary Ann Cloyd

PwC whose mission is to help directors effectively Leader, Center for Board Governance
meet the challenges of their critical roles. This is 973.236.5332

done by sharing leading governance practices, mary.ann.cloyd@us.pwc.com

publishing thought leadership materials, and offering

forums on current issues. Paul DeNicola

Director, Center for Board Governance
973.236.4835

Privacy: The data provided in these reports is paul.denicola@us.pwc.com

anonymous, aggregated data, which is a result of the
data processing involved in the voting process. As a
result of the automated processing used to quantify
and report on proxy voting, data is aggregated and
disassociated from individual companies, financial
intermediaries, and shareholders. We do not provide
any data without sufficient voting volume to eliminate
association with the voting party.

PwC refers to the PwC network and/or one or more of its member firms,
each of which is a separate legal entity. Please see www.pwc.com/structure
for further details. This content is for general information purposes

only, and should not be used as a substitute for consultation with
professional advisors.

PricewaterhouseCoopers LLP has neither examined, compiled nor
performed any procedures with respect to the ProxyPulse report and,
accordingly, PricewaterhouseCoopers LLP does not express an opinion
or any other form of assurance with respect thereto.
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