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Executive Summary

Methodology

All corporate and counselor investor relations member practitioners based in the
United States with a valid email address on file (2,395) were invited to participate in this
electronic survey through direct email invitation between May 2 and May 31, 2016.
Total of three email invitations and reminders sent to 2,269 practitioners (126 email
invitations bounced/did not reach the recipient).

A total of 342 individuals completed the survey (yielding a response rate of 15 percent);
a sample of this size has a margin of error of plus or minus 4.9 percent at a 95 percent
confidence level. This means that if the survey was repeated 100 times with different
samples from the population of IROs, 95 out of 100 samples would yield a result within
plus or minus 4.9 percent of each statistic reported in this study. For example, if an
answer is offered by 50 percent of respondents, the results would range between a
high of 55 percent (rounded) and a low of 45 percent for 95 out of 100 other samples
from the same population.

Eighty-seven percent of respondents were corporate practitioners, 13 percent were
counselors (this is similar to the ratio of NIRI’s overall practitioner membership type,
therefore, data were not post-survey weighted and responses can be considered
representative of the total practitioner membership.

Findings
1 Equity ownership transparency (more timely reporting of investors long positions
and 5 percent activist stakes; rulemaking petitions to require short-selling
disclosure) was rated the most important of all initiatives listed (average (mean
or M) of 4.73 on a scale of 1 (Not at all important) to 5 (Extremely important).
Eighty percent of practitioners rated it an ‘Extremely important’ initiative, and
another 15 percent rated it as ‘Important’, for a total of 95 percent of
practitioners.
o All other initiatives followed at a modest distance. In order of importance
the top five initiative averages are detailed in Figure 1:
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4.73 |Equity ownership transparency

Increased transparency and greater regulatory
3.76 : . .
oversight of proxy advisory firms

Modernization and streamlining of corporate
3.75 |disclosure ruled to reduce reporting burdens
on issuers

Modernization of U.S. proxy system to
3.59 |improve engagement between public
companies and their shareholders

3.18 Impact of the universal proxy ballot rule that
) the SEC is expected to propose this year

Modernization of U.S. Proxy System

1 On ascale of 1 (Strongly disagree) to 5 (Strongly agree), practitioners averaged
a 4.20 rating of agreement (80% agreed/strongly agreed) with NIRI, the
Business Roundtable, and the Society of Corporate Secretaries and Governance
Professionals on urging the SEC to modernize the U.S. proxy system and
remove barriers to the ability of companies to communicate with all their
investors on proxy season matters, and asking the SEC to repeal its Objecting
Beneficial Owner (OBO)/Non-Objecting Beneficial Owner (NOBO) classification.

1 Since January 2014, when the SEC approved a new proxy distribution fee
schedule (for beneficial owners), most (57%) IROs do not know what has
happened to the proxy fees paid by their company. For the remaining
practitioners, fees have either increased or stayed about the same at an almost
even percentage (23% and 20%, respectively).

1 On average (M=3.02, 46%), practitioners are ‘Neutral’ regarding their
dissatisfaction or satisfaction level with the current process for distributing proxy
materials to their investors. Twenty-five percent of practitioners were
dissatisfied/very dissatisfied, while 29 percent were satisfied/very satisfied.

Equity Ownership Transparency
1 On ascale of 1 (Strongly disagree) to 5 (Strongly agree), practitioners averaged
a 4.73 rating of agreement (95% agreed/strongly agreed) with NIRI’s position
that a shorter reporting period (for example, two business days) would promote
transparency and help companies better prioritize investor requests for
meetings with C-suite executives.
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46 percent stated that if the SEC were to reduce the 45-day period for 13F long-
position reporting, seven (7) business days would be the most appropriate
deadline to ensure that companies receive useful ownership data while
addressing the concern of some investment managers about safeguarding their
trading strategies. Twenty-six percent stated fifteen (15) business days, 23
percent states two (2) business days, and five percent stated thirty (30) business
days would be the most appropriate deadline.

52 percent of practitioners stated they need more information before deciding
whether in exchange for timelier long-position reporting, they would prefer to
receive confidential reports from investors sent from the SEC about their
positions in their company, while 43 percent of practitioners said they would
prefer to receive the confidential reports. Only five percent of practitioners
stated they would not prefer to receive confidential reports.

45 percent of practitioners have definitely had experiences with investors who
misrepresented their stock positions (or failed to tell you that they had sold all or
most of their position) in order to obtain a meeting with senior management or
board members, and another 31 percent are unsure, but suspect this may have
happened with an investor. The remaining 24 percent report never having had
this experience with an investor.

41 percent of practitioners have had experiences with activist investors who
secretly accumulated a significant stake (i.e., between 1 and 4.99 percent) in
your company (or a client’s company) that they didn’t learn about until they
reviewed 13F filings, and another 41% have never had this experience. The
remaining 18 percent are unsure, but suspect this may have happened with an
activist investor.

Almost 50 percent state that in exchange for a tighter 13F reporting deadline,
they would not be willing to accept an increase in the current minimum reporting
threshold for 13F filers from $100 million (M) (in U.S. equities under
management) to $500 million, and that they prefer the current reporting
threshold. Thirty-six percent stated they would favor a smaller increase in the
reporting threshold (from $100 M to $250 M), and the remaining 14 percent
stated they favor an increase in the reporting threshold from $100 M to $500 M.
Practitioners overwhelmingly agreed/strongly agreed (M=4.63, 95%), with NIRI’s
position that the SEC should adopt rules to require improved short-position
disclosure.

Additionally, practitioners overwhelmingly agreed/strongly agreed (M=4.48,
92%) with the corporate law firm and the lawmakers call to modernize 13D rules
by reducing reporting periods to two business days and broadening the
definition of beneficial ownership under 13D to include derivatives, short
positions, or other instruments.
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Proxy Advisory Firms

1 Inaccuracies (or misunderstandings about your company or a client) in proxy
advisory reports, and Glass Lewis business practices (e.g., requiring issuers to
pay to obtain a copy of their own company report; not providing a draft review
process to any companies) were equally rated the most important of all proxy
issues listed (average of 4.48 each, on a scale of 1 (Not at all important) to 5
(Extremely important). Eighty-eight percent each rated both these issues as
either ‘Extremely important’ or ‘Important’.

o All other issues followed at a slight distance. In order of importance the
five issues and their averages are detailed in Figure 2:

4.48 |Inaccuraciesin proxy advisory reports

4.48 |Glass Lewis business practices

4.33 |Opaque policy-setting process

4.24 |ISS business practices

Inadequate disclosures about conflicts of
4.23 |.
interest

1 Since June 2014, when the SEC issued Staff Legal Bulletin 20, which placed a
greater onus on investment advisors to oversee the work of proxy advisory
firms, most (45%) IROs report that treatment their company (or your clients’
companies) received (i.e., fewer errors in proxy reports, more responsiveness to
concerns) from the proxy advisory firms has remained the same, and another 39
percent are unsure/don’t know. Eleven percent report that treatment has not
improved, and only five percent of practitioners report that treatment of their
company or clients’ companies has improved.

1 On ascale of 1 (Strongly disagree) to 5 (Strongly agree), practitioners averaged
a 4.42 rating of agreement (87% agreed/strongly agreed) with NIRI’s position
that a draft review process should be mandated by the SEC.
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Disclosure Reform

1 62 percent of practitioners stated that the SEC should not change its rules
regarding the frequency of financial reporting, and another 28% stated the SEC
should make quarterly reporting voluntary for all public companies and require
reporting just twice per year. The remaining 10 percent stated the SEC should
make quarterly reporting voluntary only for emerging growth companies and
smaller reporting companies.

1 If the SEC proposes a political disclosure rule, 40 percent of practitioners stated
they would support NIRI’s submission of a comment letter expressing concern
about such a rule, 35 percent would like more information, and 25 percent
would not support the submission of a comment letter.

1 On average (M=2.53) the largest percentage of practitioners (30%) take ‘No
position’ regarding investor efforts to ask the SEC to mandate more ESG
disclosure, however when combined, 45 percent stated they either ‘agree’ or
‘strongly agree’ with efforts to mandate. Another 25 percent disagree/strongly
disagree with efforts to mandate more ESG disclosure.

Corporate Governance Issues

1 One-half (50%) of practitioners stated they need more information before
deciding whether or not they would support a rule the SEC plans to propose




