How well do you know
your shareholders?

FIRST EDITION

Engaging all shareholders can make the difference
in achieving important voting benchmarks
ProxyPulse™ is the product of collaboration
between Broadridge Financial Solutions
and PwC’s Center for Board Governance.
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PROXY SEASON PROGRESS
Completed

11%

Expected

45%

ProxyPulse provides data and analysis on voting
trends as the proxy season progresses. This first
edition for the 2013 season covers the 549 annual
meetings held between January 1, and April 23, 2013
and subsequent editions will incorporate May and
June meetings. These reports are part of an ongoing
commitment to provide valuable benchmarking data
to the industry.
The analysis is based upon Broadridge’s processing
of shares held in street name, which accounts for
over 80% of all shares outstanding of U.S. publiclylisted companies. For purposes of this report, the
term “institutional shareholders” refers to mutual
funds, public and private pension funds, hedge funds,
investment managers, managed accounts and voting
by vote agents. The term “retail shareholders” refers
to individuals whose shares are held beneficially in
brokerage accounts.
Shareholder voting trends during the early part of the
proxy season represent a snapshot in time and may
not be predictive of full-season results.

In Progress

44%
549 annual meetings were completed between
January 1 — April 23, 2013.
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IS YOUR COMPANY CONNECTING
WITH ALL OF ITS SHAREHOLDERS?
A diverse shareholder base means a one-size engagement approach may not fit all. While some companies
have ramped up their shareholder engagement programs
over the last few years, many of these programs focus
largely on communicating with institutional shareholders.
Retail shareholders can also influence voting outcomes,
and opportunities exist for companies to better connect
with these potentially influential shareholders.

shareholders — and, more convenient than ever for
them to access proxy materials and vote. In contrast,
because institutional shareholders vote at very high
rates, the objective is to ensure ongoing dialogue
throughout the year and to eliminate the potential
for “surprises” at the annual meeting.
DIRECTOR QUESTION:

- What is the extent of our retail share ownership?

VOTING RATES BY COMPANY SIZE

OWNERSHIP AND VOTING
BY SHAREHOLDER SEGMENT

93%

90%

SHARES OWNED

95%

(as a percentage
of street shares)

67%
INSTITUTIONAL
SHARES VOTED

(as a percentage
of institutional
shares)

67%

33%
33%

90% VOTED

30%

10% NOT VOTED

29%

33%

RETAIL SHARES
VOTED

(as a percentage
of retail shares)

30% VOTED
Institutions

70% NOT VOTED
Retail

Rates of voting vary substantially between institutional
and retail voting segments.

The company may have a higher level of retail
ownership than you think; but few retail shareholders
are voting. On average, institutions owned approximately
67% of public company shares and retail owned 33%.
On average, 70% of the street name shares were voted:
60 percentage points by institutions and 10 percentage
points by retail. With low rates of retail participation
that leave 70% of retail shares un-voted, companies
should reconsider strategies to encourage voting by
all shareholders.
In particular, retail shareholders support management’s
voting recommendations at high rates. Simply stated,
an objective of engaging with this important group is to
get them to vote. Newer communication channels make
it more efficient for companies to engage with retail
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LARGE

MID

Institutions

SMALL

MICRO

Retail

There are significant differences in voting rates between
institutional and retail shareholders at companies of
different sizes.

Voting rates vary by company size — particularly
among institutional shareholders. There were
substantial differences in voting rates by the two
major shareholder groups relative to company market
capitalization. Institutional shareholders voted 90%
of their shares at large cap companies, 93% at mid
caps and 95% at small caps. However, they voted only
67% of their shares at micro caps. This difference is
significant and we will continue to monitor it for the
remainder of the proxy season. Retail voting was more
consistent across companies of different market caps,
with 33% of shares voted at large and micro caps and
30% and 29% at mid and small caps, respectively.
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DIRECTOR QUESTIONS:

DIRECTOR QUESTION:

- How does our company’s size impact the voting
participation of our shareholders?
- Does the company have an engagement
program that allows for adequate
communications with all shareholders?
- Do we fully understand the impact of retail
voting at our company?

- Have we done sufficient cost/benefit analysis
of our distribution method(s) for proxy materials
and its effect on voting participation?

2013 SAY ON PAY APPROVAL RATES
PERCENTAGE OF SHARES VOTED IN FAVOR

Over 70%

60%–69%

50%–59%

0%–49%

PROXY DELIVERY METHODS
TO RETAIL SHAREHOLDERS
87%
Full Paper
Package

Electronic

Mailed
Notice

2013

60%

32%

8%

2008

68%

20%

12%

Percent
Change

12%

60%

33%

Companies have increasingly utilized electronic delivery
of proxy materials to retail shareholders over the last
five years.

Electronic distribution of proxy materials continues
to grow — and it impacts shareholder participation.
Virtually all institutional shareholders received proxy
materials through electronic platforms. When it
comes to retail shareholders, 60% of the shares
received materials in full paper format, 32% by
electronic delivery and 8% through a mailed Notice
of internet availability (compared to 68%, 20% and
12%, respectively, in 2008). While companies realize
printing and postage cost savings by mailing a Notice,
its use results in reduced voting participation. In fact,
only about 17% of the retail shares receiving a Notice
were voted over the last six years (compared to 36%
of shares who received full paper packages). Newer
channels, including voting by smart phone and
tablet computer, can boost shareholder conveniences
in voting.
As such, companies should evaluate and understand
the costs and benefits of using only a mailed Notice
if they are concerned about shareholder participation.
Some companies are using hybrid delivery strategies
with good results.
ProxyPulse First Edition 2013

5% 2% 6%

PERCENT OF COMPANIES

Say on pay is one example where engagement with a
broader group of shareholders could be the difference
in achieving important voting benchmarks.

Broader engagement with all shareholders can provide
a more complete view of shareholder sentiment —
and not only on issues requiring majority support.
While retail shareholders can influence voting on an
issue uncertain of winning majority support, there
are other circumstances where retail support may be
equally important. As just one example, proxy advisory
firms more closely scrutinize compensation plans
at companies that receive less than 70% approval
of their prior year’s executive compensation plan.
In situations where support levels are on the cusp of
this benchmark, retail shareholder participation could
move the needle. In fact, about 5% of the companies
that completed their annual meetings this season had
say-on-pay approval rates between 60% and 69%.
Had these companies encouraged even half of their
non-voting shares to be voted with the company, the
70% threshold would have been exceeded. During
the entire 2012 proxy season, 107 companies were
in the 60% to 69% range.
DIRECTOR QUESTIONS:

- Does the company anticipate a close
shareholder vote on a sensitive issue?
- Are there situations where additional outreach
to retail shareholders might make the difference
on a close or sensitive voting issue? Are we
leaving any opportunities to enhance a favorable
voting outcome on the table?
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stepping down from the board or not being asked
to stand for re-election the following year.

DIRECTOR SENSITIVITY TO
SHAREHOLDER VOTING
In the past few years there has been significant
criticism of public company boards. However,
shareholders continue to resoundingly support
directors put forth by nominating and
governance committees.
DIRECTOR SENSITIVITY TO NEGATIVE
SHAREHOLDER VOTING

PERCENTAGE OF SHARES VOTED IN FAVOR

Over 90%

3%

76%–89%

LARGE

11%

11%–15%

27%

21%–25%

19%

26%–30%

7%

Greater
than 40%

15%

QUESTION: At what level of negative shareholder voting
for individual director nominations should the board be
concerned about re-nomination?
Source: PwC 2012 Annual Corporate Directors Survey

The above chart shows the percentage of negative or
withheld shareholder votes that directors said would cause
them to reconsider re-nomination of a fellow director.

Directors are sensitive to shareholder support levels.
PwC’s 2012 Annual Corporate Directors Survey
reported on the sensitivity of directors to various levels
of negative shareholder voting. For instance, 27% of
directors said that “no” or withheld votes of 21% to
25% would cause them concern about putting that
director up for re-election. And with 16% to 20%
negative shareholder voting, 18% of directors said they
would be concerned. The sensitivity of directors to
lower levels of shareholder support appears to occur
despite the fact that many companies have majority
voting. Lower shareholder support may be interpreted
by some as a “lack of confidence” vote, and there have
been a few cases where this has resulted in a director
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50%–75%

94%

MID

18%

16%–20%

31%–40%

- Do we understand the concerns of any
shareholders who may decide to organize
a “vote no” campaign against one or more
of our directors and what have we done to
address them?

DIRECTOR VOTING BY COMPANY SIZE

% OF SHARES
VOTED AGAINST
OR WITHHELD

10% or less

DIRECTOR QUESTION:

91%

SMALL

76%

MICRO

76%

17%
14%

0%–49%

4%

1%
1%

6% 2%

1%
1%

6%
7% 3%

A large majority of directors has received high,
affirmative shareholder support, with some variances
by market cap.

How does director voting look so far this year?
Eighty percent of directors up for election received
over 90% shareholder support. And nine of ten
received at least 80% support. Directors of large-cap
companies had the highest rate of support, averaging
95% approval. Small cap and Micro-cap directors had
the lowest affirmative rates, with 76% voting “for.” Only
a very small number of individual directors (less than
2%) failed to receive majority shareholder support.
DIRECTOR QUESTION:

- How do the results of our director elections
compare to those of our peers?
Key defining company size:
Large Cap: $10b+
Mid Cap: $2b–$10b
Small Cap: $300m–$2b
Micro Cap: $300m or less
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ABOUT

TO HAVE A DEEPER CONVERSATION ABOUT
HOW THIS SUBJECT MAY AFFECT YOUR BUSINESS,
PLEASE CONTACT:

Broadridge Financial Solutions is the leading thirdparty processor of shareholder communications and
proxy voting. Each year it processes over 600 billion
shares at over 12,000 meetings.

Broadridge Financial Solutions
Chuck Callan
SVP Regulatory Affairs
845.398.0550
chuck.callan@broadridge.com

PwC’s Center for Board Governance is a group within
PwC whose mission is to help directors effectively
meet the challenges of their critical roles. This is
done by sharing governance leading practices,
publishing thought leadership, and offering forums
on current issues.

Michelle Jackson
Vice President, Business
Development and Strategy
631.274.2777
michelle.jackson@broadridge.com

Privacy: The data provided in these reports is
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’s Center for Board Governance
Mary Ann Cloyd
Leader, Center for Board Governance
973.236.5332
mary.ann.cloyd@us.pwc.com
Paul DeNicola
Director, Center for Board Governance
973.236.4835
paul.denicola@us.pwc.com

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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