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A major policy  rev ersal by  the Securities and

Exchange Commission (SEC) to allow shareholder

resolutions looking at companies’ env ironmental and

social risks has been welcomed by  SRI inv estors.

Similar resolutions had prev iously  been blocked under

policies dating back to the Bush administration. The

re-interpretation is timely  f or the 2010 proxy  season,

giv en that most resolutions are f iled in Nov ember.

The mov e was unv eiled in new guidance by  the SEC’s

Div ision of  Corporation Finance under new director

Meredith Cross. As a result, companies will no longer

be able to automatically  exclude resolutions seeking

inf ormation on the risks of  env ironmental, human

rights and other social issues. The SEC said it had

recently  seen a “marked increase” in the number of

so-called no-action requests f rom companies seeking

to exclude related shareholder f ilings. From now on,

the SEC said shareholder resolutions would be

ev aluated on the basis of  whether they  raise an

important social risk , not solely  whether they  inquire

as to f inancial risks associated with such issues. The

SEC said: “The board’s role in the ov ersight of  a

company ’s management of  risk is a signif icant policy

matter regarding the gov ernance of  the corporation. In

the light of  this recognition, a proposal that f ocuses

on the board’s role may  transcend the day -to-day

business matters of  a company  and raise policy

issues so signif icant that it

would be appropriate f or a shareholder v ote.” The shif t

f ollows a campaign by  inv estor groups, which hav e

been lobby ing President Obama and which met the

SEC in September to discuss the issue. The guidance

states: “As most corporate decisions inv olv e some

ev aluation of  risk, the ev aluation of  risk should not be

v iewed as an end in itself , but rather, as a means to

an end. In addition, we hav e become increasingly

cognizant that the adequacy  of  risk management and

ov ersight can hav e major consequences f or a

company  and its shareholders.” Stu Dalheim, director

of  shareholder adv ocacy  at the Calv ert Group, called

it “a signif icant v alidation of  shareowner rights”. Tim

Smith of  Walden Asset Management, said: “Now

inv estors are f ree to craf t language f or resolutions,

including the obv ious point that an issue like climate

change may  create f inancial or reputation risk f or

shareowners. This opens the door f or f rank and candid

discussion and v otes on how v arious issues af f ect

shareholder v alue.” The SEC has also rev ised its

position on inv estor proposals seeking reports on CEO

succession planning. It states “CEO succession

planning raises a signif icant policy  issue regarding the

gov ernance of  the corporation that transcends the

day -to-day  business matter of  managing the

workf orce”.

Link to SEC guidance
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SEC reverses position on
environmental and social
shareholder resolutions.
Move to broaden shareholder AGM remit welcomed by SRI

investors.
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