THE SHAREHOLDER RIGHTS CAMPAIGN, 2002-2006
Background: The Campaign for Shareholder Rights, 2002-2006
In 2002, on behalf of the trustees of the City’s pension funds, NY City Comptroller William C. Thompson, Jr. wrote to CEOs and Chairs of companies owned by the pension funds about possible reforms. He coordinated meetings between company executives and the proxy committees of the funds. Following SEC Rule 14a-8, the Comptroller submitted shareholder proposals on behalf of the funds for a vote at the annual meetings of selected companies. Five of the proposals included corporate governance reforms and were submitted to 25 companies. Eight proposals included other kinds of reforms, especially relating to human and labor rights standards and were sent to 45 companies. 
Support for corporate governance proposals has steadily increased. A proposal to repeal the classified structure of corporate boards and elect all directors annually wins majority votes year after year. However, these and other majority votes are often disregarded by boards of directors.
On January 22, 2003, the NYC Comptroller led a group of trustees of institutional investors with about $214 billion in publicly held funds in a campaign to require companies to act on shareholder proposals that win majority votes. The group represented the five NYC pension funds, the NY State Comptroller, the International President of UNITE, the Government Relations Officer for Ohio PERS; the Chief Policy Analysts for the AFL-CIO; the Director of Benefit & Pension Policy for AFSCME; the Legal Counsel for Domini Social Investments; the President of CWA Local 1180; the Executive Director of the Council of Institutional Investors; and a representative of the SEIU Capital Stewardship Program. The pension funds therefore submitted majority-vote proposals to the shareholders of Goodyear Tire & Rubber Company, The Gillette Company and Wisconsin Energy. The proxy proposals included calling on directors to adopt and publish their policies for responding to shareholder proposals winning majority votes, and calling on the SEC to (1) publish minimum standards for corporate responsiveness to shareholder proposals received through majority votes and (2) eliminate barriers that discourage shareholder actions such as running short slates of directors. 
In the 2005 proxy season, the top five issues addressed by members of the Interfaith Center of Corporate Responsibility were:
Environment/sustainability - 78 resolutions
Human rights/worker rights - 77 resolutions
Health-related issues - 42 resolution
Inclusiveness/diversity - 39 resolutions
Corporate governance - 36 resolutions
As of the autumn of 2005, large shareholders have felt relatively powerless in the face of corporate misgovernance or irresponsibility. They can influence corporate boards by (1) private advocacy and dialog, or (2) public law suit or proxy battle. But the private route is often ineffective and the public route is costly and in the short run detracts from shareholder returns. In response to this dilemma, the SEC proposed rules that would allow shareholders the right to nominate alternative candidates for director in certain situations. However, the U.S. Chamber threatened to sue if the SEC approves the proposed rules, because it is concerned that the proposal gives unions and pension funds they control undue power over corporate boards. 
Comment on the 2006 proxy season (posted on the CFO Blog).
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	INVESTOR RELATIONS
Binding Proxy Resolutions
Shareholder resolutions are expected to number more than 400 during the 2006 proxy season, according to a new report released by proxy solicitation firm Georgeson Shareholder. Typically, the resolutions are non-binding, which means that management is under no legal obligation to adopt — or even pay attention to — the motion.

Of course, snubbing a resolution angers shareholders, and angry shareholders can block mergers and other efforts that require stockholder approval. As a result, most companies tend to at least address the issues put forth in a resolution.

However this year, management may lose the luxury of politely sidestepping shareholder demands. The reason, according to Georgeson, is that some resolutions will be presented as amendments to corporate bylaws, which makes them binding. The issue most likely to garner amendment status: majority voting.
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