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About this Briefing

This briefing sets out our initial observations of the 2023 proxy season, covering 4,680 published reports on
companies trading in the United States with an annual meeting date between January 1%t and June 30, 2023.

Charts and analyses are drawn from the hundreds of ESG, board and compensation datapoints that Glass Lewis
collects in the process of reviewing proxy statements and public filings. This library of data, stretching back
years, informs Glass Lewis’ voting guidelines and understanding of key trends and market practices, and is
available for use in custom voting policies and bespoke research. Contact Glass Lewis for more information.

Our complete Proxy Season Review for the United States, including full highlights, notable meetings, and
additional data, will be available to Glass Lewis clients later in Q3.

About Glass Lewis

Glass Lewis is the world’s choice for governance solutions. We enable institutional investors and publicly
listed companies to make informed decisions based on research and data. We cover 30,000+ meetings each
year, across approximately 100 global markets. Our team has been providing in-depth analysis of companies
since 2003, relying solely on publicly available information to inform its policies, research, and voting
recommendations.

Our customers include the majority of the world’s largest pension plans, mutual funds, and asset
managers, collectively managing over $40 trillion in assets. We have teams located across the United States,
Europe, and Asia-Pacific giving us global reach with a local perspective on the important governance issues.

Investors around the world depend on Glass Lewis’ Viewpoint platform to manage their proxy voting, policy
implementation, recordkeeping, and reporting. Our industry leading Proxy Paper product provides
comprehensive environmental, social, and governance research and voting recommendations weeks ahead of
voting deadlines. Public companies can also use our innovative Report Feedback Statement to deliver their
opinion on our proxy research directly to the voting decision makers at every investor client in time for voting
decisions to be made or changed.

The research team engages extensively with public companies, investors, regulators, and other industry
stakeholders to gain relevant context into the realities surrounding companies, sectors, and the market in
general. This enables us to provide the most comprehensive and pragmatic insights to our customers.

Join the Conversation

Glass Lewis is committed to ongoing engagement with all market participants.

info@qglasslewis.com | www.glasslewis.com
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Key Trends

Glass Lewis continues to overwhelmingly support director elections,
recommending in favor of nearly 85% of directors during the most recent
proxy season

e Asharp drop in recommendations related to IPO governance concerns signals the recent IPO boom
may have temporarily subsided, yet many of these newly public companies contributed to a rise in
other governance concerns typically seen at less established companies, such as insufficient board
independence and audit-related issues.

Problematic accounting and poor internal control over financial reporting at
companies has put a strain on audit committees

e After several years of companies going public via IPO or SPAC-mergers, we observed a more than
2.5x increase in companies with concerning material weaknesses or restatements; likely due, in part,
to many such companies in the early stages of developing strong internal controls.

In response to the SEC’s adoption of universal proxy and the State of Delaware
allowing corporations to limit the personal liability of certain officers through
"officer exculpation” provisions, a slew of companies amended governing
documents

e More than 685 companies in our coverage amended advance notice bylaws in response to universal
proxy, and 250 companies proposed amendments to their certificates of incorporation to adopt
officer exculpation provisions.

e During proxy season, we recommended against directors at 5 companies based on egregious
disclosure requirements in advance notice provisions. We initially recommended on that same basis
against directors at 4 additional companies which later removed egregious disclosure requirements,
leading us to update our recommendation.

More shareholder proposals, but lower shareholder support

e There was a 12% increase in the number of shareholder proposals that went to a vote in 2023,
which followed a 30% increase the previous year. The increase has been driven by both regulatory
changes allowing more proposals to go to a vote and by an increasing focus from investors on ESG-
related issues.

e Average investor support for shareholder proposals has dropped significantly in recent years, to 23%
in 2023, down from 31% last year and 36% in 2021. The decline in shareholder support was seen
across all categories of proposals.
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For the first time, governance-related proposals were not the most frequent type of proposal that
went to a vote, having been outnumbered by social-related proposals. The drop in corporate
governance-related proposals, which often receive significant shareholder support, is part of the
reason for the decline in overall shareholder support.

Shareholder disapproval for different types of compensation-related
management proposals trended in opposing directions in 2023.

The percentage of failed say-on-pay proposals was down from 3.0% in 2022 to 2.3% in 2023. A late-
season spike in failed proposals from constituents of the S&P 500 Index was not enough to make up
for the dip in overall shareholder opposition to executive pay practices.

The number of equity plan proposals that failed to receive majority support rose to its highest level
in at least five years, more than doubling the number of failures during the 2022 proxy season for
these binding votes.

Problematic board decisions to shield equity plan award recipients from the loss in share value may
have had shareholders on edge when weighing equity plan proposals. At a time of continued market
volatility, the practice of rescuing underwater stock options through repricing and exchange
programs — in some cases without shareholder approval — increased.

With the SEC’s new pay vs. performance disclosure rules, shareholders got
their first look at compensation actually paid (“CAP”) compared to TSR
performance

While over one-fifth of companies show negative CEO CAP for the most recent fiscal year
completed, the percentage substantially decreases when the annual amounts for the three-year
reporting period are aggregated (from 22% to 1%).

The median of three-year aggregated CEO CAP amounts increased with the severity of the
disconnect between pay and performance, using Glass Lewis methodology (F grades have a higher
median CEO CAP than D grades, and D grades have a higher median than C grades, and so on).
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Data Highlights

Glass Lewis Voting Recommendations & Concerns

Board of Directors — Voting Recommendations

2023

©® For @ Against

8.

9.

Insufficient board gender diversity/disclosure on gender diversity
No independent lead or presiding director

Affiliates on committees

Multi-class share structure with unequal voting rights

Board is not sufficiently independent

Serves on too many boards

Material weakness

Vote results not disclosed

IPO governance concerns

10. CFO on board
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Say on Pay Proposals — Voting Recommendations

2023

® For @ Against

Pay and Performance Disconnect 41.5%
Poor Program or Award Design Structure 31.2%
Concerning Pay Practices (Excessive Grants/Compensation) 29.3%
Concerning Pay Practices (Other) 26.1%
Insufficient Response to Shareholder Dissent 22.4%

Equity Plan Proposals — Voting Recommendations

2023

® For @ Against

Evergreen Provision 43.6%
Repricing 22.5%
Overhang 15.9%
Plan Cost 12.3%
Pace of Historical Grants 7.5%

*Multiple reasons may be flagged for one AGAINST recommendation. Percentages are not intended to sum to 100%.
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Board Composition & Oversight

Disclosure of Board Diversity

Russell 1000 S&P 500

Russell 3000

@ Disclosed @ Not Disclosed

Average Board Diversity

Russell 1000 S&P 500

Russell 3000

@ Diverse @ Not Diverse
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Board-Level Oversight of E&S Issues

S&P 500 Russell 1000 Russell 3000

® Board Oversight of E&S @ No Board Oversight of E&S

Executive Compensation
S&P 500 CEO Direct Compensation

Highest —

e 2023 Google, $206.9 million
e 2022 Intel, $323.6 million
e 2021 Paycom, $702 million
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Based on Glass Lewis’ pay-for-performance valuation
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Pay vs Performance Using Compensation Actually Paid (“CAP")
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Average CEO CAP Median CEO CAP
Most Recently Completed Fiscal Year @ Previous Fiscal Year Fiscal Year -2 Aggregated Three-Year

Median 3-year Aggregate CEO CAP by Pay-for-Performance Grade

$25,384,025

$22,102,663 $22.673.626

$16,020,003

$10,954,638
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Shareholder Proposals

Number of Shareholder Proposals

585 580
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Shareholder Proposals by Topic
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@ Environmental

@ Socdial

@ Governance

34.1%
@ Compensation

~—39.3%
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Connect with Glass Lewis

Corporate Website | www.glasslewis.com

Email | info@qglasslewis.com

Social | W @glasslewis In Glass, Lewis & Co.

Global Locations

North United States Europe Ireland
America Headquarters 15 Henry Street
255 California Street Limerick V94 V9T4
Suite 1100 +353 61 534 343
San Francisco, CA 94111 . .
+1 415 678 4110 United Klngdom
80 Coleman Street
New York, NY Suite 4.02

London EC2R 5BJ
+44 20 7653 8800

+1 646 606 2345

2323 Grand Boulevard

Suite 1125 France
Kansas City, MO 64108 Proxinvest
+1816 945 4525 6 Rue d'Uzes
75002 Paris
+33()145515043
Germany
. IVOX Glass Lewis
. Australia Kaiserallee 23a
ASIa CGlI Glass Lewis 76133 Karlsruhe
Pacific Suite 5.03, Level 5 +49 721 35 49622
255 George Street

Sydney NSW 2000
+612 9299 9266

Japan

Shinjuku Mitsui Building

11th floor

2-1-1, Nishi-Shinjuku, Shinjuku-ku,
Tokyo 163-0411, Japan
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DISCLAIMER

© 2023 Glass, Lewis & Co., and/or its affiliates. All Rights Reserved.

This report is intended to provide a general overview of some of the issues that were up for shareholder vote
during this past proxy season. It is not intended to be exhaustive and does not address all issues that were up for
shareholder vote.

Glass Lewis provides its clients with research, data, and analysis of proxy voting issues, and makes
recommendations as to how institutional shareholders should vote their proxies, without commenting on the
investment merits of the securities issued by the subject companies. Therefore, none of Glass Lewis’ proxy vote
recommendations should be construed as a recommendation to invest in, purchase, or sell any securities or
other property. Moreover, Glass Lewis’ proxy vote recommendations are solely statements of opinion, and not
statements of fact, on matters that are, by their nature, judgmental. Glass Lewis research, analyses, and
recommendations are made as of a certain point in time and may be revised based on additional information or
for any other reason at any time.

The information contained in this report is based on publicly available information. While Glass Lewis exercises
reasonable care to ensure that all information included in this report is accurate and is obtained from sources
believed to be reliable, no representations or warranties express or implied, are made as to the accuracy or
completeness of any information included herein. Such information may differ from public disclosures made by
the subject company. In addition, third-party content attributed to another source, including, but not limited to,
content provided by a vendor or partner with whom Glass Lewis has a business relationship, as well as any
Report Feedback Statement, are the statements of those parties and shall not be attributed to Glass Lewis.
Neither Glass Lewis nor any of its affiliates or third-party content providers shall be liable for any losses or
damages arising from or in connection with the information contained herein or the use or inability to use any
such information.

Glass Lewis expects its subscribers to possess sufficient experience and knowledge to make their own decisions
entirely independent of any information contained in its reports. Subscribers are ultimately and solely
responsible for making their own voting decisions. Glass Lewis’ reports are intended to serve as a
complementary source of information and analysis for subscribers in making their own voting decisions and
therefore should not be relied on by subscribers as the sole determinant in making voting decisions. All
information contained in this document is protected by law, including but not limited to, copyright law, and
none of such information may be copied or otherwise reproduced, repackaged, further transmitted, transferred,
disseminated, redistributed or resold, or stored for subsequent use for any such purpose, in whole or in part, in
any form or manner or by any means whatsoever, by any person without Glass Lewis’ express prior written
consent. This document should be read and understood in the context of other information Glass Lewis makes
available concerning, among other things, its research philosophy, approach, methodologies, sources of
information, and conflict management, avoidance and disclosure policies and procedures, which information is
incorporated herein by reference. Glass Lewis recommends all clients and any other consumer of this document
carefully and periodically evaluate such information, which is available at: http://www.glasslewis.com.
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