





Your Proxy Right

The warmer weather and lengthening days herald the arrival of proxy ballots and with them,
the season of annual corporate shareholder meetings. Proxy ballots are often dauntingly
long and include information that the Securities and Exchange Commission (SEC) requires
corporations to provide shareholders. The ballots often include corporate governance and
financing information, such as nominations for the board of directors, proposed incentive
structures, or capitalization plans. In addition, the proxy statement lists all the resolutions
scheduled for a vote, even those which minority shareholders propose.

ICCR members are often these minority shareholders, filing resolutions which question cor-
porate stances on issues of social responsibility. As people of faith, ICCR members are in-
vested morally and ethically in the actions of these companies and the dignity of all who work
for them. As institutional investors, ICCR members have a vested interest in a corporation’s
long-term financial performance. Both perspectives make ICCR members more likely to be
engaged and outspoken, calling upon companies to be positive agents of change.

The proxy resolution is an important mechanism for submitting proposals to corporations on
issues of social significance. In the nearly 40 years since the Episcopal Church became the
first religious institution to file a shareholder resolution, the corporate responsibility move-
ment has grown to include unions, foundations, universities, investment firms, and public
and private pension funds with over $2.1 trillion in invested portfolio worth. Purchasing stock
in a corporation gives the investor not only the right to participate in the company’s growth,
but the right to vote on important matters concerning corporate policies and governance.

Many shareholders will gloss over and discard these sometimes-daunting packages, paus-
ing only to note a company’s stock performance. But discarding the opportunity to vote
forfeits the chance to influence important issues of corporate responsibility. When that
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What Is Shareholder Action?

Shareholder action, also known as shareholder advocacy or shareholder activism, is an
assortment of activities designed to change corporate policies or practices. These activities may
include:

+ filing of shareholder resolutions;

- dialogues with corporate management;

+ outreach to other shareholders, investment advisors, and consumers;

* media campaigns;

- divestiture (selling the stock); and

+ corporate boycotts.

Shareholder action is a powerful tool for encouraging corporations to improve their social and

environmental records and is one of the three main strategies of socially responsible investing (the
other two being screening and community investing).

What Is A Shareholder Resolution?

Shareholders are part of corporate ownership and have the right to participate in annual meetings.
A company’s management places issues on the ballot on at these meetings, but shareholders
have the same right. These proposals, or written requests to management, are filed with the SEC
before they are placed on the ballot.

The SEC has broad power over corporate practices, including the way in which proxy votes
are solicited and whether or not a company must include a shareholder proposal in its proxy
statement. The rules governing these decisions can be found in the Code of Federal Regulations.

Resolutions can request reports from management or propose that the company consider
changes in practices or policies. Shareholder resolutions deal with a variety of issues, including
diversity, environmental practices, and sweatshop labor.

But here’s where the power of the individual comes in. All shareholders who have held at least one
share of company stock for at least two months or more may vote on resolutions, either in person
at the company’s annual meeting, or via a proxy ballot that is mailed or e-mailed to all investors
before the annual meeting.

Proxy ballots arrive together with the proxy statement, which is a booklet that presents the
details of the proposals coming before shareholders for a vote. Proxy voting is the primary forum
through which management seeks affirmation of its actions, and where shareowners weigh in
on important issues.

Who Is Eligible To File A Shareholder Resolution?
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Any group of shareholders owning $2,000 of a company’s stock for a year or more can
introduce a proposal. It’s often best for individual investors to team up with investor coalitions
or organizations.



Your Proxy Right

Often, the first thing a company will do upon receiving a resolution is take it to the SEC and
ask for permission to exclude it from its proxy statement. Groups with experience introducing
shareholder resolutions have the resources and legal backing to ensure that their proposals are
written correctly and persuasively, and stand a better chance of making it onto the ballot. An
easier way to get involved in filing a proposal is to join an existing group of filers and be a co-filer,
lending your shares to the coalition, being updated on its progress, and providing feedback on
negotiations within the company.

Are There Any Restrictions On The Content Of A Shareholder Resolution?

The text of a resolution may not exceed 500 words (including any accompanying statement of
support) and it may not contain any materially false or misleading statements. The matter ad-
dressed in the shareholder proposal must be “relevant” — i.e., it must relate to at least 5% of the
company’s total assets and at least 5% of its net earnings and gross sales for the most current
fiscal year. A shareholder proposal may be excluded from the proxy statement if it conflicts with
a resolution put forward by the company on the same subject, or if the company has already
substantially implemented the proposal.

The proposal may not advocate action that would be improper under the laws of the state in
which the company is organized or incorporated. Some states consider it improper for share-
holders to issue mandates to the board of directors. (However, the SEC usually interprets share-
holder proposals to be recommendations or requests rather than mandates.) The proposal may
not recommend action that would violate any state, federal, or foreign law, nor can it call for
action that the company has no power or authority to implement.

Management may ask the SEC for permission to exclude a proposal that does not conform to
all requirements. The filers have a right to respond to a company’s challenge, and this is usually
done through legal counsel.

What Does It Take To Get A Resolution Adopted?

At the annual meeting one of the filers (or a designee) must make a motion from the floor to put
the resolution to a vote (each Class A share gets one vote). In some cases, there must also be
someone to second the motion.

A resolution does not have to get 51% of the vote to “win” — something that rarely happens
because most large blocks of shares are held by investors who support management. “Unsuc-
cessful” resolutions can still educate shareholders about corporate misconduct, shame com-
panies and executives for their misdeeds, and highlight a company’s lack of interest in reform.

The SEC'’s rules recognize this and give small shareholders a voice by requiring a fairly low
threshold of support for a proposal to be resubmitted a second and third year. A proposal must
get at least 3% of the vote in its first year; 6% of the vote in its second year; and 10% in its third
year, and every year thereafter, to remain eligible. This gives shareholder advocates the oppor-
tunity to mount multi-year education campaigns on proposals before a company. Outreach to
pension funds and other institutional investors is especially important to increase the size of the
vote for a resolution each year.
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How Do | Vote?

The goal in filing shareholder resolutions is not simply to gain the votes of shareholders but to
change corporate policies. If this goal is achieved before the annual meeting, the filer may choose
to withdraw the resolution. Should negotiations fail to produce a satisfactory result, the objective
becomes to achieve sufficient votes to keep the resolution on the proxy the following year.

You vote your proxy simply by filling out the form you receive and mailing it back before the due
date; phoning your results in, if there is a call-in option listed on your ballot; or voting on the Inter-
net using special voting Web sites like www.proxyvote.com. Be sure to mark your votes on your
ballot, even if the instructions don’t specifically tell you to do so; ballots returned unmarked count
as votes for management’s position.

What If All My Investments Are In Mutual Funds?

Your Proxy Ballot
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Mutual funds have the clout to hold accountable the companies in their portfolios. Furthermore,
they have a duty to do so. Companies which fail to address corporate responsibility and sustain-
ability are at risk for financial losses, lawsuits, and insurance problems. Mutual funds act in the
best interest of their investors when they make the companies in their portfolios reduce these
risks. But many mutual funds fall far short of investor concerns

You have the right to tell investor relations how you would like them to vote on ICCR resolutions.
If your fund is unresponsive, you can consider switching to funds that vote in ways that support
your values— but be sure to inform your fund’s investor relations department why you are taking
your business elsewhere.

Those proxy statements represent an important privilege of share ownership. Consider making a
new habit of reviewing your proxy statements and voting according to your conscience. It’s your
right - and your voice for change. ICCR encourages individual and institutional shareholders to
cast their proxy votes in favor of ICCR member-sponsored resolutions as a way to keep important
issues in the spotlight and pressure management to respond.



Why Join ICCR?

WHO IS ICCR?

The Interfaith Center on Corporate Responsibility (www.iccr.org) is a membership organization which seeks a global
community built on justice and sustainability through transformation of the corporate world.

Founded in 1971, at a time when the power of several social and religious movements converged, ICCR members first
gained international attention for their efforts to end apartheid in South Africa. Today ICCR members are at the center of
the Corporate Social Responsibility movement they began nearly forty years ago. Faith guides and shapes our priorities
and we seek members and partners who embrace collaboration within this context. By promoting the transformation of
corporate policies and practices, our members are certain that they are building a more just and sustainable world.

WHY BECOME A MEMBER OF ICCR?

ICCR members have a long tradition of work in areas of human rights, environmental stewardship and corporate
governance. ICCR provides members with the research, resources and tools necessary to promote real changes
in corporate practice and behavior. Members have the opportunity to be well-informed about cutting-edge issues in
corporate social responsibility.

Working with ICCR, members sponsor shareholder resolutions, engage in dialogues with corporate management,
participate in public hearings, partner with community organizations and raise awareness of issues through broad-based,
outreach campaigns to key decision makers.

As we look towards the future, our growing coalition seeks new members who bring with them new visions and fresh
ideas. The Interfaith Center on Corporate Responsibility is committed to broadening our membership by actively reaching
out to all communities of faith who share our goals.

In short, ICCR members are inspired by faith and committed to action, as we work together to bridge the divide between
morality and markets.

Please join us.

For more information or to become a member of ICCR please contact ICCR’s Member Relations Associate Allison
Lander at alander@iccr.org or 212-870-2984.

www.iccr.org
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