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SEC publishes new guidance on shareholder proposal exclusions
The U.S. Securities and Exchange Commission (“SEC”) has published new guidance that will make it more difficult for
companies to block ESG-related shareholder proposals from being included on proxy ballots. Under the previous
guidance, corporations were able to exclude proposals that dealt with matters relating to the company’s ordinary
operations unless they raised significant social policy issues for the company. Additionally, proposals related to
operations accounting for less than 5% of the company’s assets and earnings were subject to exclusion. Under the
revised guidance, the previous company-specific approach would be replaced by a broader societal impact analysis.
Specifically, proposals that the SEC previously deemed excludable due to their lack of a significant company-level
policy issue will no longer be viewed as such if they have a broad societal impact. Additionally, proposals related to
operations not meeting the economic thresholds should not be excluded provided they raise issues of broad social
concern related to the company’s business. Moreover, companies will not be able to exclude climate-related
resolutions if they require timeframes or targets “so long as the proposals afford discretion to management as to how
to achieve such goals.”
SEC | Morningstar | Nat'l Law Review
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