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To Our Clients 

SSGA’s asset stewardship program continues to be foundational to our mission of investing 
responsibly to enable economic prosperity and social progress on your behalf. As one of the 
largest index managers in the world, we represent near-permanent capital and actively engage 
with our portfolio companies to promote the long-term value of your investments. 

Since refining our asset stewardship program several years ago, we now adopt a systematic, 
risk-based approach to overseeing environmental, social and governance (ESG) issues in our 
investment portfolios. Each year we prioritize our engagement efforts around themes and 
sectors we believe to be especially relevant. We seek to provide maximum transparency to our 
portfolio companies in the form of regular, principles-based guidance. We share insights into 
both the best practices and cautionary tales we derive from our engagement on ESG issues 
around the world and across multiple sectors. Because we are large, global and long term, we 
bring a distinctive perspective to issues that can have a material impact on returns over the long 
run. This annual stewardship report provides you with a comprehensive overview of how we 
have used both our voice and our vote in the last year to support long-term value creation. 

As in previous years, our overarching focus remains on ensuring effective, independent board 
leadership. We believe that a strong board with relevant skills, and a diversity of backgrounds 
and viewpoints, and which is not held captive by management, is best positioned to focus on 
articulating a long-term strategy and holding management accountable for delivering on that 
strategy. As such, it is not surprising that in 2016 the overwhelming number of engagements and 
votes continued to be directed at board composition and board leadership issues. In 2016 we 
also expressed our concerns over the growing number of companies entering into rapid 
settlement agreements with activist shareholders without considering the interests of their 
long-term shareholders. 

In addition to governance, we have increasingly focused on environmental and social 
sustainability issues that also affect long-term value. In 2016 we issued a climate change risk 
framework for boards to help them consider how climate-change-related issues might impact 
their businesses and their long-term strategy. Our votes in favor of climate-change-related 
shareholder resolutions in 2016 set us apart in the industry and prompted more requests from 
boards to engage with us on those issues. Following board governance, climate change was the 
most frequent theme of engagement and voting in 2016. Specifically, water resource 
management issues are a growing area of focus for us, especially in water-stressed areas. 

Companies’ strategies around talent development, management and effectiveness are all 
important to our engagement around both social sustainability and good governance. Our focus 
on gender diversity for boards, which culminated in this year’s Fearless Girl campaign on the 
eve of International Women’s Day, is related to the growing body of research that links greater 
gender diversity to better performance and shareholder outcomes. That research also informed 
the proprietary gender diversity index we launched in 2016 and the ETF that tracks it. 

We are encouraged by a growing focus on the long term by our clients and other industry 
stakeholders in a world filled with short-term pressures. Moreover, we were pleased to help lead 
key industry initiatives to codify best governance and stewardship practices for the long term.* 
Looking to the future, we are committed to building on that progress and to continuing to stress 
the evidence-based relevance of these and other ESG issues to the sustainable value we seek to 
achieve for you with our growing active stewardship practice. 

Richard Lacaille 

Global Chief Investment Officer 

* For more information on the Investor Stewardship Group, visit 
https://www.isgframework.org/
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THE YEAR IN REVIEW 
2016 Stewardship at a Glance

2016 Engagements by Region

ROW
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Source: SSGA Engagement Database.

2016 Proxy Voting By Region
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Source: SSGA Voting Statistics 2016.
*Rest of the World.

Proxy Vote Breakdown by Issue
Voting Statistics on Management Proposals 2016
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Source: SSGA Voting Statistics 2016.

Voting Statistics on Shareholder Proposals 2016
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2016 Proxy Voting Statistics
SSGA Voting Trends 2016 2015

Number of Meetings Voted 17,337 15,471

Management Proposals 153,749 140,313

     Against Management (%) 13.9 12.1

Shareholder Proposals 4,304 3,227

     Against Management (%) 10.3 13.6

Number of Countries 82 81

Source: State Street Global Advisors (SSGA) Voting Statistics 2016.
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2016 Stewardship Voting and Engagement Priorities 

Description Number of Companies Engaged Key Insights (see more starting on page 15)

Information Technology 71 IT companies will face increased investor scrutiny unless they enhance 
transparency in board practices and oversight of long-term strategy. 

Automotive 21
Automotive companies face stiff competition for talent with automotive 
and technology skills, as information technology companies vie for the same 
candidates.

Global Systematically Important Financial Institutions 18
Banks acknowledge a need to change corporate culture to rebuild public trust, 
but few boards can articulate how they are implementing this change within 
their organizations. 

Description Number of Companies Engaged Key Insights (see more starting on page 18)

Board Composition and Board Leadership 216 In 2016, SSGA took action against 381 companies and voted against the re-
election of 731 directors globally due to poor board refreshment practices. 

Climate Change 85
In addition to more transparency into the stress testing process, many investors 
would like more disclosure on how a board oversees climate-related risks facing 
a company. 

Water Management 29
It is important for boards to understand a company’s water management 
approach and to consider water-related non-financial risks when approving 
capital allocation decisions.

Supply Chain Management 24
With an increase in politicians' calls to dismantle global trade agreements and 
reduce reliance on imports, boards should evaluate the growing risk within their 
global supply chains.

Pay Strategies 6
Companies should calculate the true costs of a particular pay strategy by 
identifying and measuring KPIs that are important in their human capital 
management programs. 

Description Number of Companies Engaged Key Insights (see more starting on page 24)

Debt Issuances and Borrowing Limits 10

SSGA voted against over 42% of debt related proposals in the 2016 proxy 
season due to concerns that highly leveraged companies were seeking to 
increase borrowing without providing information on how they’d manage the 
debt in the long-term. 

Source: SSGA Engagement Database.

2016 Engagements Statistics

SSGA held 611 comprehensive engagements with 558 companies in 2016. 76% of these 
engagements were actively targeted by SSGA. Target companies are identified through 
multiple methods including, proprietary ESG screens, and sector and thematic 
priorities identified in SSGA’s annual stewardship objectives.

SECTOR FOCUS

THEMATIC FOCUS

PROXY VOTING FOCUS
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01 
OUR STEWARDSHIP PHILOSOPHY
Objectives and Approach to Corporate Engagements  
and Proxy Voting 

Our Stewardship 
Philosophy and 
Objectives
Given the size of our assets under 
management, the global scope of our 
investments, and the nature and time 
horizons of our investment portfolios, 
we believe that our stewardship role in 
global capital markets extends beyond 
proxy voting and engagement with issuer 
companies. It also includes promoting 
investor protection for minority 
shareholders in global markets through 
partnerships with local investors and 
regulators, and working with investee 
companies to encourage adoption and 
disclosure of ESG practices. With this in 
mind, SSGA has developed the following 
stewardship objectives that are 
underpinned by our overarching 

stewardship philosophy of protecting and 
promoting the long-term economic value of 
client investments: 

Clearly communicating our 
commitment to responsible investing 
on behalf of our clients 

We aim to achieve this objective 
through an honest evaluation, 
continuous enhancement and increased 
transparency of our stewardship 
practices.

Developing nuanced proxy voting and 
engagement guidelines that help 
enhance and evolve ESG practices 
in a market 

We aim to achieve this objective by 
applying higher voting standards in 
markets where governance and 
sustainability practices are below the 
expectations of global investors, and by 

clearly identifying engagement priorities 
that focus on sector, thematic and/or 
market-specific issues. We will also 
collaborate with other investors in 
markets where we believe collective 
action is needed. 

Ensuring that companies see us as 
a long-term partner and guiding 
companies through the evolution in 
ESG practices

We aim to achieve this objective by 
screening our portfolio holdings on 
performance and ESG factors to 
prioritize our engagement efforts and 
constructively engaging with senior 
management and board of directors to 
effect change in investee companies. In 
addition, through our thought leadership 
publications we aim to inform and 
improve ESG practices in our investee 
companies. 

VALUE CREATION
Engagement and Voting 
conducted with a Unified 
Voice to maximize influence 
and create value for clients

OUR PROCESS
Value Driven Philosophy 
implemented by a dedicated 
team of ESG analysts, 
using a Risk Based 
Screening Approach

WHO WE ARE
Long-term, Significant 
Shareholder with a 
Global Focus

Our Approach To Proxy Voting And Engagement



SSGA’s approach towards proxy voting 
and issuer engagement is premised on 
the belief that companies that adopt 
robust and progressive governance and 
sustainability practices should be better 
positioned to generate long-term value 
and manage risk. As near perpetual 
holders of the constituents of the world’s 
primary indices, the informed exercise 
of voting rights coupled with targeted 
and value-driven engagement is the most 
effective mechanism of creating value for 
our clients. 

All voting and engagement activities 
are centralized within the Asset 
Stewardship Team irrespective 
of investment strategy or geographic 
region. By consolidating and 
harmonizing our voting decisions and 
engagement efforts, we leverage the full 
power of our institutional discretionary 
holdings and exert greater influence with 
management and boards. 

In conducting our voting and 
engagement activities, SSGA evaluates 
the various factors that play into the 
corporate governance framework of a 
country, including macroeconomic 
conditions, political environment and 
quality of regulatory oversight, 
enforcement of shareholder rights and 
the effectiveness of the judiciary. SSGA 
complements its company-specific 
dialogue with targeted engagements with 
regulators and government agencies to 
address systemic market-wide concerns. 

SSGA has a dedicated team of ESG 
analysts, based in Boston and London, 
who are charged with implementing its 
proxy voting guidelines and engagement 
activities on a global basis. The activities 
of the stewardship team are directly 
overseen by SSGA’s Investment 
Committee (IC). The IC is responsible 
for approving the annual stewardship 

strategy, engagement priorities and 
proxy voting guidelines, and monitoring 
the delivery of objectives. Furthermore, 
the Proxy Review Committee (PRC), a 
dedicated sub-committee of the IC, 
provides day-to-day oversight of the 
stewardship team, including approving 
departures from proxy voting guidelines 
and management of conflicts of interest.

The stewardship team is supported by 
several specialists within SSGA in 
executing their stewardship 
responsibilities. These include members 
of SSGA’s proxy operations team who are 
responsible for managing fund set up, 
vote execution, vote reconciliation, share 
recall and class action lawsuits, and 
members of SSGA’s client reporting and 
compliance teams.

Company Engagement
The stewardship team has developed an 
engagement policy and framework to 

increase transparency around SSGA’s 
engagement philosophy, approach and 
processes. These guidelines are designed 
to communicate the objectives of our 
engagement activities and to facilitate a 
better understanding of our preferred 
terms of engagement with our investee 
companies. A copy of the guidelines can 
be found on our website.

SSGA regularly reviews its internal 
policies and procedures to ensure that its 
interactions with companies continue to 
be effective and meaningful. This 
includes a review of indicators 
incorporated into the screening models 
and an assessment of emerging thematic 
ESG issues and trends. 

Engagement Topics
Through its engagement activities, 
SSGA seeks to encourage the building 
of transparent, accountable, high-
performing boards and companies. We 
believe that regular and constructive 

Our Response to the SEC's Concept Release on Regulation 
S-K Provisions 
In July 2016, SSGA responded to the SEC’s concept release on Regulation S-K 
provisions applicable to US reporting companies. While the concept release 
covered a broad range of reporting issues, SSGA focused its response on the 
need for increased information on companies’ ESG practices. In particular, we 
emphasized the need to have access to relevant, quantifiable and comparable 
data on key ESG performance indicators (KPIs) if these factors are to be 
considered in a systematic manner in the investment process. We encourage 
the SEC to consider developing rules that would help companies: 

• Identify appropriate KPIs by industry and sub-sectors 

• Establish a common standard to measure each KPI 

• Introduce standardized reporting of KPIs on an annual basis 

A copy of our response can be found on our website at ssga.com
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communication with our investee 
companies allows us to engage in an 
honest dialogue with boards and 
management on a spectrum of topics 
including: 

• Corporate strategy; 

• Board composition and effectiveness; 

• Board and management succession 
planning; 

• Executive compensation; 

• Risk management; 

• Capital allocation;

• Shareholder rights; 

• Environmental strategy and 
management; 

• Health & safety; 

• Labor standards and human rights; 

• Diversity and social issues;

• Bribery and corruption; 

• Supply chain management; 

•  Corporate reporting; and 

• Regulatory compliance. 

Prioritizing Engagements
SSGA holds over 13,000 listed equities 
across its global portfolios. Therefore, 
the success of our engagement strategy  
is built upon our ability to prioritize and 
allocate resources to focus on companies 
and issues that potentially will have the 
greatest impact on shareholder returns. 
To support this process SSGA has 
developed proprietary in-house 
screening tools to help identify 
companies for active engagement based 
upon various financial and ESG 
indicators. Factors considered in 
identifying target companies include:

• Size of absolute and relative holdings;

• Companies with poor long-term 
financial performance within 
their sector;

• Companies identified as lagging 
market and industry standards on 
ESG matters;

• Outstanding concerns from prior 
engagement; and 

• Priority themes and sectors based on 
an assessment of emerging ESG risks. 

The intensity and nature of our 
engagement with portfolio companies is 
determined by SSGA’s holdings, 
engagement culture in a market, and an 
assessment of the materiality of ESG 
concerns. SSGA endeavors to build 
geographic diversity within its 
engagement activities to reflect our 
economic exposure to global markets. 

Developing Company-Specific 
Engagement Programs
Based on an evaluation of a company’s 
strategy, long-term performance and/or 
ESG practices, the stewardship team 
develops a company-specific engagement 
program. SSGA has implemented a 
comprehensive process to review 
company engagements and monitor 
improvements in practices over time. 
We escalate concerns to the board level 
should the outcome of the dialogue be 
deemed unsatisfactory. 

Types of Engagements 
Engagements fall under two categories:

Active

SSGA uses screening tools designed to 
capture a mix of company-specific data, 
including governance and sustainability 
profiles, to help us focus our voting and 
engagement activity. SSGA actively seeks 
direct dialogue with the board and 
management of companies we have 
identified through our screening 
processes. Such engagements may lead 
to further monitoring to ensure the 
company improves its governance 
or sustainability practices. In these 
cases, the engagement process 

represents the most meaningful 
opportunity for SSGA to protect 
long-term shareholder value from 
excessive risk due to poor governance 
and sustainability practices. On average 
65-75% of annual company engagements 
are classified as active.

Reactive

Members of SSGA’s stewardship team 
also engage with companies that wish to 
solicit our votes or seek feedback on 
corporate governance and sustainability 
issues as shareholders. These meetings 
are typically initiated by the company, 
which drives the meeting agenda. On 
average 25–35% of annual company 
engagements are classified as reactive.

Measurement of Engagement

Assessing the effectiveness of our issuer 
engagement process is often difficult. To 
limit the subjectivity of measuring our 
success we actively seek issuer feedback 
and monitor the actions issuers take 
post-engagement to identify tangible 
changes. By doing so, we are able to 
establish indicators to gauge how issuers 
respond to our concerns and to what 
degree these responses satisfy our 
requests. It is also important to note that 
successful engagement activity can be 
measured over differing time periods 
depending on the facts and 
circumstances involved. Engagements 
can last as short as a single meeting or 
span multiple years.

SSGA also tracks the impact of its proxy 
votes by reviewing changing trends in 
market practices on specific corporate 
governance or sustainability-related 
issues that are targeted  
for change through voting action. 
Illustrative examples of successful 
engagement and voting actions are 
reported to clients on an annual basis 
in our Annual Stewardship Report. 
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Proxy Voting
Voting Guidelines
SSGA has developed voting guidelines 
which are approved and overseen by 
SSGA’s Investment Committee. SSGA 
has developed voting guidelines, which 
are approved and overseen by SSGA’s 
Investment Committee. The global 
principles and six market specific 
guidelines are available for public review 
on ssga.com.

The voting guidelines have been 
designed to encourage better governance 
and sustainability practices at investee 
companies based upon SSGA’s 
understanding of global principles of 
good governance, while taking account 
of individual market nuances and 
standards. In some instances, SSGA may 
hold companies to standards that exceed 
local market practice. 

Prioritizing Voting Issues
SSGA votes at over 17,000 meetings on 
an annual basis and prioritizes company 
meetings for review based on factors 
including the size of our holdings, past 
engagement, corporate performance, 
and voting items identified as areas 
of potential concern. Based on this 
assessment, SSGA will allocate 
appropriate time and resources to 
shareholder meetings and specific ballot 
items of interest, to maximize value for 
our clients. All voting decisions are 
exercised exclusively in accordance with 
SSGA’s in-house guidelines or specific 
client instructions. SSGA has established 
robust controls and auditing procedures 
to ensure that votes cast through the 
Institutional Shareholder Services (ISS) 
platform are executed in accordance 
with SSGA instructions.

Use of Proxy Voting Services
SSGA has contracted ISS to assist with 
the management of the voting process 
and provide inputs into the research 
of shareholder meetings. SSGA utilizes 
ISS’s services in three ways: (1) as SSGA’s 
proxy voting agent (providing SSGA with 
vote execution and administration 
services); (2) for applying SSGA’s Proxy 
Voting Guidelines; and (3) as providers of 
research and analysis relating to general 
corporate governance issues and specific 
proxy items.

Fixed Income 
Stewardship
Traditionally, equity investors, as owners 
of companies, have taken the lead on 
ESG stewardship since they are directly 
impacted by the failure to manage or 
mitigate corporate governance and 
sustainability-related risk inherent to a 

Evaluating Corporate Governance Impact on Debt Ratings in Corporate Spin-Offs
SSGA engaged with Alcoa Inc., a company that was 
undergoing a restructuring by spinning off along operational 
lines. Following the spin-off, the exiting company — Alcoa 
Corp. — would be focused on the traditional upstream 
extractive/mining industry, while the new company — 
Arconic — would be focused on manufacturing high-value 
products with more profitable business lines. This company 
would also be less sensitive to commodity price fluctuations 
thereby offering more stable returns to its shareholders. 
SSGA’s engagement with the company focused on 
understanding the allocation of existing debt between the 
two entities under the reorganization plan. Alcoa Corp. was 
targeting a strong non-investment grade rating while Arconic 
was targeting an investment grade rating. 

Under the plan, most of the existing debt would be assumed 
by the new company, Arconic, which also retained a 20% 
ownership stake in Alcoa Corp. This structure was preferred 
due to the higher returns and low cash flow volatility profile 
of the new company that could service the debt. Further, it 
was agreed that 18 months after the spin-off, Arconic was 
free to sell its stake in Alcoa and use the proceeds to repay 
the legacy debt that it assumed through the spin-off. 

In addition to understanding the impact of the spin-off on debt 
ratings, SSGA also engaged directors on the strategic 
rationale for the spin-offs and the strategy of the two 
companies going forward, and evaluated board skills and 
composition to assess potential corporate governance risk to 
bondholders from the restructuring. We also explored the 
commitment of the Arconic board to maintaining an 
investment grade rating.

CASE STUDY    FIXED INCOME ENGAGEMENT
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business. In addition, proxy voting at 
shareholder meetings provides equity 
owners the leverage needed to engage 
with companies on a host of matters 
ranging from long-term strategy to 
environmental management practices. 

Without an annual vote, creditors have 
limited ability to engage and influence 
management behavior. Their 
relationship with issuers is largely 
contractual. Consequently, debt issuers 
have typically focused their engagement 
efforts on matters that directly influence 
their returns such as strategy, cash flow 
generation and utilization, and financial 
leverage. However, ESG risks can also 
impact returns on fixed income assets.1 
These risks need to be managed and 
addressed in asset managers’ fixed 
income stewardship programs. 

While SSGA has provided active ESG 
stewardship for our equity holdings for a 
number of years, in 2015 SSGA formally 
integrated ESG stewardship in its fixed 
income investment process. Details of 
the program can be found on our 
website.

Leveraging SSGA’s 
Global Footprint 
and Institutional 
Expertise 
Investment Integration 
As mentioned previously, SSGA’s 
Investment Committee  
guides our stewardship activities 
through its oversight of the stewardship 
team. For our passive investment 
strategies, our global and regional Chief 
Investment Officers represent our 
investment teams by participating in 
company engagements and in meetings 
with regulators. In addition, the 
stewardship team collaborates with 
other members of investment teams on 
matters related to market policies and 
company-specific events. Integration 

between the teams is of particular 
importance when considering corporate 
restructurings and mergers and 
acquisitions which may have a significant 
impact on benchmark index composition 
and rebalancing. 

Under our active strategies, 
SSGA’s corporate stewardship  
team works closely with our active 
fundamental investment teams, 
collaborating on issuer engagements and 
sharing inputs on company specific 
fundamentals. This facilitates  
an integrated approach towards 
investment research and engagement 
with company management and boards. 
The active equity team also provides 
recommendations on all resolutions 
tabled for shareholder approval at 
companies within their investment 
universe. While these recommendations 
are taken into consideration by the 
stewardship team when determining 
voting decisions for our aggregated 
positions, the stewardship team has 
ultimate authority on the final vote 
decision.

Client Insights
The stewardship team works closely 
with SSGA’s global client relationship 
teams to maintain an open and 
constructive dialogue with clients on the 
delivery of our stewardship activities. 
This provides an opportunity for clients 
to understand our approach, provide 
feedback on our objectives and priorities, 
and hold us accountable for their 
delivery. In addition, SSGA’s network of 
global clients provides invaluable inputs 
into the stewardship team’s 
understanding and analysis of local 
market trends and specific company 
events. The combination of local and 
global perspectives strengthens the 
stewardship team’s ability to act in the 
best interest of SSGA’s diverse global 
client base. 

Collaborative 
Engagement 
The size of SSGA’s global assets and 
reputation in the market provides the 
stewardship team with access to 
management and boards of investee 
companies. Therefore, the majority of 
corporate engagements are carried out 
on a one-to-one basis, behind closed 
doors, as we feel this is critical to 
building trust and establishing 
constructive long-term relationships 
with companies. Nevertheless, SSGA 
collaborates with like-minded investors 
under certain circumstances. Factors 
that are considered when determining 
the merits of collaborative 
action include:

• Agreement amongst investors on core 
areas of concern and potential 
solutions; 

• Systemic market-wide concerns and 
regulatory environment;

• Responsiveness of management and 
boards to prior individual 
engagements;

• Concentrated ownership within the 
share register; and 

• Market culture and acceptance of 
shareholder engagement.

To facilitate this process SSGA is a 
member of global investor bodies 
including the International Corporate 
Governance Network, Asian Corporate 
Governance Association, the Council of 
Institutional Investors and the United 
Nations Principles for Responsible 
Investment.

1 Corporate Bonds: Spotlight on ESG Risks, December 
2013 and Sovereign Bonds: Spotlight on ESG Risks, 
September 2013.
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Commonsense Principles 
for the US
In July 2016, SSGA joined a collaborative 
effort led by JP Morgan Chase to develop a 
set of commonsense principles for the US. 
The principles were developed by a diverse 
group of CEOs of thirteen large US 
corporations and investment firms. The 
purpose of the principles was to find 
common ground on corporate governance 
issues, in order to help foster economic 
growth that benefits shareholders, 
employees and the economy as a whole. 
These principles include the following, 
among others:

• Truly independent corporate boards 
are vital to effective governance, so no 
board should be beholden to the CEO or 
management. Every board should meet 
regularly without the CEO present, and 
every board should have active and direct 
engagement with executives below the 
CEO level;

• Diverse boards make better decisions, 
so every board should have members 
with complementary and diverse skills, 
backgrounds and experiences. It’s 
also important to balance wisdom and 
judgment that accompany experience and 
tenure with the need for fresh thinking 
and perspectives of new board members;

• Every board needs a strong leader who 
is independent of management. The 
board’s independent directors usually are 
in the best position to evaluate whether 
the roles of chairman and CEO should be 
separate or combined; and if the board 
decides on a combined role, it is essential 
that the board have a strong lead 
independent director with clearly defined 
authorities and responsibilities;

• Our financial markets have become 
too obsessed with quarterly earnings 
forecasts. Companies should not feel 
obligated to provide earnings guidance — 
and should do so only if they believe that 
providing such guidance is beneficial to 
shareholders;

• A common accounting standard is 
critical for corporate transparency, so 
while companies may use non-Generally 
Accepted Accounting Principles (GAAP) 
to explain and clarify their results, they 
never should do so in such a way as to 
obscure GAAP-reported results; and 
in particular, since stock- or options-
based compensation is plainly a cost 
of doing business, it always should be 
reflected in non-GAAP measurements of 
earnings; and

• Effective governance requires 
constructive engagement between a 
company and its shareholders. So the 
company’s institutional investors making 
decisions on proxy issues important to 
long-term value creation should have 
access to the company, its management 
and, in some circumstances, the board; 
similarly, a company, its management and 
board should have access to institutional 
investors’ ultimate decision makers on 
those issues.

Additional information on the 
commonsense principles can be found 
at http://governanceprinciples.org/ 

Bringing Investor Attention 
to Independent Leadership 
Structures in Different Countries
SSGA presented research on global board 
practices with respect to independent 
leadership to several groupings of 
influential institutional investors (UK 
Corporate Governance Forum, Global 
Investor Governance Network). SSGA 
highlighted the prevalence of mixed 
governance structures across markets and 
outlined a framework for assessing the 
quality of independent leadership under 
different models. Our objective was to raise 
awareness to the fact that simply 
separating the Chair and CEO roles does 
not automatically enhance quality of board 
leadership. We believe that effective, 
strong independent board leadership is 
based on a mix of board skills, governance 
structures and responsibilities of the 
independent directors.

Collaborating with Asset Owners 
and Managers on Stewardship 
and Governance Principles for 
the US Market
SSGA has been leading a collaborative 
effort with other global asset owners and 
managers to develop a set of stewardship 
and corporate governance principles for 
the US market. These principles are 
designed to establish minimum corporate 
governance standards in the US market and 
clarify the role of institutional investors as 
stewards of long-term capital. The 
principles will be published in early 2017. 
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2017 STEWARDSHIP PROGRAM
A significant challenge for passive index 
managers that are invested in thousands 
of listed companies globally is to provide 
active oversight of their holdings. 
Therefore, on an annual basis SSGA 
develops a stewardship program based 
on a series of strategic priorities that are 
designed to enhance the quality and 
define the scope of our stewardship 
activities for the year. Identifying our 
stewardship priorities allows us to plan 
and actively focus our engagement 
efforts on sector specific or thematic ESG 
issues that are important to our clients. 
We develop our priorities based on 
several factors including client feedback 
received in the past year, emerging ESG 
trends, and developing macroeconomic 
conditions and regulation. 

In addition to thematic ESG issues, we 
also identify two or three ‘deep dive’ 
sectors each year. This allows SSGA to 
proactively monitor and engage with 
companies on matters such as long-term 
strategy, performance and ESG issues. 
Moreover, reviewing our global holdings 
within a sector gives SSGA the ability to 
identify business and ESG trends 
impacting our holdings, which 
strengthens our ability to provide inputs 
to the board and management when they 
seek feedback or direction from large 
institutional investors. The insights 
we gain from our sector engagements 
are shared with clients through 
presentations and our Annual 
Stewardship Report. 

The following are the broad strategic 
focus areas for our Stewardship 
activities in 2017: 

Sector Focus 
Insurance Companies
Challenged by the low interest rate 
environment, companies in the 
insurance sector are undertaking 
M&A to retain market share and 
expanding into new related businesses 
such as reinsurance. In addition, 
insurance companies are 
also susceptible to impacts of climate 
change. SSGA will engage companies to 
understand how boards are navigating 
the challenges posed by low interest 
rates and mitigating climate change 
related risks, and evaluate governance 
structures in the context of a company’s 
business strategy. 

Media
The media sector has faced long-
standing pressure to adapt to trends in 
digitisation and the shift away from 
print. However,  the rise of alternative 
channels of information means the 
sector is struggling to remain relevant 
while protecting advertising revenues. 
Key challenges and issues include 
growth in alternative media platforms, 
maintaining trust and integrity of 
reporting, and developing alternative 
revenue streams.

SSGA will engage with boards of media 
companies to evaluate how they are 
navigating these challenges and discuss 
corporate governance issues such as 
controlled ownership and large 
executive compensation packages 
that are pervasive among companies 
in this industry. 

Real Estate Investment 
Trusts [REITs]
With REITs becoming the 11th headline 
sector within the Global Industry 
Classification Standard (GICS), SSGA 
will engage companies within this sector 
to discuss long-term strategy and ESG 
issues such as gender diversity and 
environmental management.

Thematic Focus 
Board Leadership
We will engage with companies to better 
understand how their preferred board 
leadership structure facilitates the 
board’s ability to provide independent 
oversight of management. 

Board Composition and 
Gender Diversity
SSGA will evaluate board composition 
in the context of the company’s strategy, 
while promoting increased diversity 
among board members. We will also 
engage with companies to understand 
how management promotes diversity at 
all levels and review company disclosure 
pertaining to diversity practices and 
metrics.

Pay Strategies
We will engage with companies to 
understand their compensation and 
wage strategies and how they support 
and help sustain business operations in 
the long term.



Climate Change
We aim to understand company 
emissions management programs, the 
potential impact of carbon price on 
budgets and capital programs, the 
long-term strategy to position the 
company within a lower-carbon 
economy, and the resilience of company 
strategy to the effects of climate change.

We will also evaluate board 
responsiveness to past years’ shareholder 
proposals, particularly at companies that 
received high levels of shareholder 
support and evaluate board oversight 
mechanisms and quality of company 
disclosure on climate-related issues. 

Water Management
We will engage with companies to 
understand their approach to water use 
particularly in water stressed areas as 
well as management and oversight of 
discharge into local water systems. In 
addition, we will also evaluate their risk 
mapping and disclosure practices related 
to water management. 

Voting Policy Focus 
Gender Diversity 
SSGA focuses on board quality as 
foundational to good governance and 
positive investment outcomes. We are 
especially concerned with ensuring 
effective independent board leadership, 
which involves achieving the right skill 
sets as well as a diversity of views, 
including gender diversity on boards. 
In 2017, SSGA adopted a new voting 
guideline that expects boards of 
Australian Securities Exchange 300 
(ASX 300), Financial Times Stock 
Exchange 350 (FTSE 350), and Russell 
3000 listed companies to have at least 
one female director. 

Our preferred approach is to drive 
greater board diversity through an 
active dialogue and engagement with 
company and board leadership. In the 
event that companies fail to take action 
to increase the number of women on 
their boards, despite our best efforts to 
actively engage with them, we will use 
our proxy voting power to effect change. 
In 2017, to help inform our voting 
decisions on the election of directors, 
SSGA will review the level of gender 
diversity on Boards of companies in 
Australia, the UK and the US.
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2016 STEWARDSHIP 
PROGRAM HIGHLIGHTS
In this section we report on our engagement efforts that were driven 
by the eight stewardship priorities identified for the year in our 2015 
Annual Stewardship Report. For each stewardship priority we have 
provided an overview of the context of the engagement and an 
illustrative list of the broad range of issues discussed. We have also 
summarized our in-house views that were developed after extensive 
engagement with companies in our global portfolio and, where 
applicable, we have identified trends or challenges that emerged from 
our discussions. Details on company-specific engagements on thematic 
issues are provided in Section 5.

SECTOR FOCUS

 Information Technology

 Automotive Sector

 Global Systemically Important Financial Institutions (GSIFIs) 

THEMATIC FOCUS

 Board Composition and Leadership

 Climate Change

 Water Management

 Supply Chain Management

 Pay Strategies

VOTING POLICY FOCUS

 Debt Issuances And Borrowing Limits



Engagement Context
SSGA engaged with IT companies to understand how boards 
shape and oversee long-term strategy and evaluate governance 
structures in the context of this strategy. In addition, we also 
discussed broad corporate governance concerns in the sector 
such as controlling share structures that disenfranchise 
minority shareholders and high levels of compensation 
payments that are not linked to long-term performance. 

Engagement Topics 
• Corporate strategy

• Board leadership and oversight 

• Executive compensation structure and quantum

• Gender diversity

• Sustainability practices and reporting 

• Shareholder rights 

71 Companies Engaged

INFORMATION TECHNOLOGY (IT) 

SECTOR FOCUS

Our Views on the Information 
Technology Sector

IT companies give investors limited 
insights into their long-term strategy, 
which makes it challenging for investors 
to evaluate board quality and performance. 
While SSGA prioritizes engaging with 
directors on IT company boards, 
the following factors continue to limit our 
ability to evaluate board effectiveness: 

1. Secrecy around a company’s long-
term strategy and capital allocation 
decisions that is considered 
imperative to gaining a competitive 
advantage in the industry.

2. Prevalence of founder-led boards 
that tend to be captured by 
management and less inclined 
to engage with investors. This is 
exacerbated by the use of multiple- 
or dual-class share structures 
that impact the ability of non-
controlling/minority shareholders 
to elect directors that represent 
their interests.

Consequently, engagements with IT 
companies typically revolved around 
compensation issues and investor support 
for say-on-pay votes. Discussions on 
strategy are limited to more tactical or 
operational issues or focus on recent M&A 
transactions that are often the first 
insights for investors into a company’s 
evolving long-term strategy. 

Long-term Challenges for Boards 
Identified by SSGA
• IT companies that are in the midst of 

a transition to keep up with changing 
consumer preferences and emerging 
technologies will face increased 
investor scrutiny unless they enhance 
transparency into board practices and 
oversight of long-term strategy.

• High pay quantum and poor pay design 
are the hallmarks of investor concerns 
in this sector. With increased focus 
on C-Suite pay, directors serving 
on compensation committees of IT 
companies will be held responsible by 
shareholders unless companies enhance 
their pay practices. 

• Unlike M&As in other sectors where the 
success of the transaction is dependent 
on fully integrating two organizations to 
capitalize on cost synergies between the 
businesses, IT companies tend to keep 
the acquired business separate to prevent 
impacting the ‘unique innovative culture’ 
of the target firm. As IT companies mature 
and investors begin demanding returns, 
boards will have to focus on improving 
cost efficiencies, particularly related to 
M&A transactions.

• As technological developments cause 
disruption throughout various sectors, 
many IT companies are offering products 
and services that cross over into other 
industries. For example, the development 
of self-driving cars combines specialized 
technology with car manufacturing. As 
IT companies expand into different lines 
of businesses, a board’s composition 
may need to evolve to include directors 
with expertise from other sectors that 
can oversee strategic expansion into 
those industries.
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Engagement Context
During our engagements we explored how automotive 
companies were responding to challenges posed by changing 
technology, environmental regulations, and consumer 
behavior, and positioning themselves to address disruptors 
that are poised to fundamentally change the sector. 

Engagement Topics 
• Corporate strategy and repositioning 

• Disruptive technologies 

• Board leadership and oversight of regulatory compliance

• Environmental performance

• M&A and business alliances

• R&D in transformative technologies 

• Adapting to evolving consumer behaviors

AUTOMOTIVE SECTOR 

21 Companies Engaged

SECTOR FOCUS

Our Views on the Automotive Sector

2016 may go down as a pivotal year for 
companies in the automotive sector, 
one in which many boards made strategic 
investment decisions that could potentially 
change the direction of individual 
companies and the sector in the long-term. 
These include automotive companies: 

• Acquiring stakes in self-driving 
technology start-ups

• Investing in car sharing technology 
companies

• Partnering with technology companies 
to enhance customer interface 
and data collection

Discussions with board members indicated 
that directors are aware of the challenges 
that the sector will have to face as a result 

of changing consumer behavior and 
emerging technologies. Boards are 
positioning companies to diversify their 
revenues to include fees from monetizing 
data captured through product use, for 
example, by collecting and selling driver 
related information to insurance providers. 
In addition, in response to the urbanization 
trend that may impact sales volumes in the 
long term, auto companies are reviewing 
the appropriateness of current key 
performance indicators (KPIs), such as unit 
sales per month, given the changing 
dynamics of the business, and are exploring 
new utilization based KPIs that would be 
more appropriate for the future state. 

Against this backdrop, directors continue 
to grapple with internal and external 
investigation on sustainability related 
matters that impact a company’s reputation 

and brand image with consumers. 
Complicating matters is an anti-
globalization movement that 
could potentially impact sales and costs, as 
well as displace existing supply chains. 

Long-term Challenges for Boards 
Identified by SSGA
• Competition for talent, particularly 

for individuals with automotive and 
technology skills, as both automotive and 
information technology companies vie for 
candidates with these backgrounds

• Evolving board skills to keep pace with the 
rapidly changing business environment to 
oversee investment in new technologies 

• Managing regulatory and political risk 
that could impact business operations and 
brand image
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Engagement Context
As a follow up to our engagement efforts in 2014, SSGA engaged 
with 18 of the 30 global systemically important financial 
institutions (GSIFIs) to evaluate their progress against, and 
changes to, their long-term strategic plans. 

Engagement Topics 
• Corporate strategy

• Global macroeconomic environment 

• Board governance and oversight 

• Executive compensation and corporate culture 

• Regulatory environment  

GLOBAL SYSTEMICALLY IMPORTANT FINANCIAL INSTITUTIONS (GSIFIS) 

18 Companies Engaged

SECTOR FOCUS

Our Views on Select Global 
SIFI Banks

In 2014, we found GSIFIs falling into two 
groups — one that believed challenges to 
the banking sector were cyclical in nature 
and therefore required cost-cutting to 
manage through the downturn but did not 
require any restructuring of businesses. In 
contrast, the second group believed that the 
sector was undergoing significant change 
and undertook restructuring activities to 
position the business for the future. 

In 2016, we found that all GSIFIs believed 
that the business of banking had 
permanently changed following the 
financial crises. All banks had undergone 
some form of restructuring or belatedly 
were in the midst of a restructuring. 
However, we found two new 
groups of GSIFIs emerging — this time 

along geographic lines. In the US, banks 
were more nimble and therefore faster to 
respond to the constantly evolving 
regulatory and economic environment. In 
comparison, banks in Europe and Asia 
struggled with frequent changes 
in leadership, often in the midst of a 
restructuring. Further, these banks were 
challenged by a slowdown in the broader 
economy and a low-interest rate 
environment. 

Long-term Challenges for Boards 
Identified by SSGA
• The growing dichotomy in the 

macroeconomic environment between 
the US and Europe will pose strategic 
challenges to the boards of European 
banks such as finding the right balance 
between cost-cutting initiatives while 

also protecting the long-term value of the 
franchise and maintaining their global 
competitiveness 

• Bank boards will continue to face investor 
and public scrutiny over business and 
pay practices. They will need to manage 
and mitigate potential reputational risk 
stemming from CEO pay while balancing 
competitive pressure for talent retention 

• Banks universally acknowledge the need 
to change corporate culture as a way 
to bring back public trust and mitigate 
the occurrence of events that adversely 
impact the industry’s reputation with 
the public. Achieving and demonstrating 
meaningful change in corporate culture is 
required to regain public trust in financial 
institutions. However, few boards can 
articulate how they are influencing, 
monitoring and measuring cultural change 
within their organizations
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Engagement Context
After a successful campaign to bring attention to the need for 
timely board refreshment, in 2016 SSGA took up the issue of 
effective board leadership with its global portfolio companies. 
In March 2016, in a letter to over 1,000 global companies, SSGA 
articulated the importance of independent board leadership. 
We shared SSGA’s Guidelines on Effective Independent 
Board Leadership with directors at Standard & Poors 500 
(S&P 500), Deutscher Aktienindex 30 (DAX 30), Cotation 
Assistée en Continu 40 (CAC 40), Financial Times Stock 
Exchange 350 (FTSE 350) and Australian Securities Exchange 
100 (ASX 100) companies. In our guidelines, we set clear 
expectations around responsibilities, governance structures 
and characteristics of effective board leaders. The guidance is 
based on discussions we had with over 100 independent chairs 
and/or lead independent directors from multiple jurisdictions 
over the past two years. Detailed information on our 
engagements and voting actions on board leadership can be 
found in Section 5 under Engagement and Voting Highlights: 
General Governance Matters. 

In 2016, we continued to raise awareness on the need for board 
refreshment and orderly director succession in our portfolio 
companies. We engaged with these companies to understand 
how the boards are ensuring refreshment of skills and expertise 
among directors to provide oversight needed in a changing 
economic environment. We also discussed the need for robust 
board evaluation processes, director succession practices that 
ensure smooth transition of board members, and director 
recruitment processes that enhance diversity on the board. 

Engagement Topics 
• Independent oversight of the board and its key committees

• Board effectiveness, skills and experience

• Board refreshment and succession planning process 

• Gender and skill diversity

• Governance framework and role of the lead 
independent director

BOARD COMPOSITION AND LEADERSHIP

216 Companies Engaged

THEMATIC FOCUS

Our Views on Board Composition 
and Board Leadership

Since its adoption in 2014, SSGA’s director 
tenure guidelines have been extremely 
effective in encouraging boards of US 
companies to refresh director skills and 
expertise and plan for their orderly 
succession. Over the past three years, 
SSGA engaged with over 1,500 companies 
through letters and individual engagements 
on the need for refreshing skills and 

expertise on boards in a thoughtful and 
timely manner. In addition, we were 
successful in drawing attention to the need 
for greater board refreshment within the 
broader investor community and saw 
several investors adopt voting guidelines 
and /or increase their engagement efforts 
on this issue. As a result, SSGA has helped 
make board refreshment and composition 
priority governance topics for many 
investors in the US market. 

Successes Since 2014, over 220 companies 
have refreshed their boards by adding 
new directors in response to SSGA’s 
engagement and voting efforts in this area. 
In 2015, SSGA took action against 379 
companies globally. Of these companies, 
119 companies, or 31%, had refreshed their 
boards by 2016. In 2016, SSGA took action 
against 381 companies and voted against 
the re-election of 731 directors globally due 
to poor board refreshment practices. 
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Engagement Context
To understand company emissions management programs, the 
potential impacts of evolving regulation on budgets and capital 
allocation decisions, company preparedness in response to 
climate related challenges and shareholder resolutions, and 
impacts on strategy. 

Engagement Topics 
• Climate change strategy 

• Board governance and oversight of climate change 
related risks

• Scenario testing and portfolio resilience

• Investment in technology 

• Emissions management strategies

• Quality of climate-related reporting 

• Public policy engagement

Our Expectations of Companies in 2017 
Climate change will continue to be a thematic priority 
for SSGA in the coming year. We anticipate that there 
will be a record number of climate-related proposals at 
US companies in the 2017 proxy season. In addition to 
reviewing publicly disclosed information on company 
practices, we will continue to engage with companies to 
inform our voting decisions. At companies where we supported 
climate resolutions in 2016, we will monitor company 
responsiveness to our prior vote and will continue to support 
these resolutions unless the company has made, or is 
committed to making, meaningful progress. In addition, we 
will enhance our outreach to engage with independent board 
members on this issue to better understand their view and 
oversight of climate-related risks facing the company.

85 Companies Engaged

CLIMATE CHANGE

THEMATIC FOCUS

Our Views on Climate Change

SSGA has been engaging with companies 
on climate change related matters since 
2014. The biggest change that we have seen 
in this three-year period has been a growth 
in the number of companies that 
acknowledge climate change as a long-term 
risk facing their business. Consequently, 
companies, particularly in high-impact 
(utilities and energy) sectors, are disclosing 
some data on environmental metrics such 
as GHG emissions, energy use, water 
consumption and waste generation that are 
relevant to understanding company-specific 
impacts on the environment. However, 
disclosures of this nature are considered 
basic by most investors. 

Companies with more comprehensive 
climate change strategies disclose 
additional information that provides 
investors with insights on how companies 
are mitigating these risks and their impacts 
on long-term returns. Investors seek 
information on the following three activities: 

1. Identifying and disclosing material 
KPIs which capture environmental 
impacts from operations

2. Establishing long-term goals 
and disclosing progress against 
these goals

3. Stress Testing or Scenario Planning 
the impacts of climate change trends 
and regulation on company assets, 
operating costs, portfolio mix, and 
capital allocation decisions — all of 
which affect long-term returns

Among companies in high-impact sectors, 
several companies in Europe and some 
companies in the US, provide good 
disclosure on the first two activities. 
However, most companies struggle to 
provide investors with quality information 
on their stress testing and scenario 
planning exercises. In addition to more 
transparency into the stress testing 
process, many investors including SSGA 
would also like more disclosure on how a 
board oversees the climate-related risks 
facing a company. 

In 2016, SSGA published a Climate Change 
Risk Oversight Framework For Directors 
that provides guidance to board members 
on overseeing climate risk in our portfolio 
companies. During the year, we engaged 
with 85 companies on climate change 
issues in our global portfolio. The two 
primary areas of engagement were:
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SSGA’s Votes on Key Environmental Shareholder Proposals in 2016

n Voted Forn Abstainedn Voted Against

CLIMATE CHANGE continued 

GREENHOUSE  
GAS EMISSIONS
19 Proposals

63%

17%

17%

SUSTAINABILITY  
REPORT
14 Proposals

72%

14%

14%

CLIMATE  
CHANGE
28 Proposals

11%

39%

50%

HYDRAULIC  
FRACTURING
4 Proposals

50%

25%

25%

• Quality of a company’s disclosure on 
climate-related issues against peer 
disclosure (in the high impact sectors 
we also evaluated company disclosure 
against investor expectations on their 
identification of material risks, goal-
setting and scenario planning processes) 

• Board governance and oversight of 
climate-related risk facing the company 

Through our engagements we found that 
companies in Australia, Europe, and the UK 
are ahead of their US and Japanese peers 
with regard to climate change reporting and 
governance. In particular, SSGA found a 
stark divide between US and European 
companies on board oversight of climate 
issues. For example, of the 38 companies in 
the high-impact sectors that we engaged 
with in 2016, we found that only 40% of US 

companies had a dedicated board 
committee to oversee sustainability matters 
compared to 90% of European companies. 
We found similar differences with regards to 
the quality of disclosure on climate change 
related practices. Few US companies 
provided meaningful disclosure on the 
impacts of climate change on their 
long-term strategy. In comparison, European 
and UK companies such as BP plc, Royal 
Dutch Shell plc, Statoil ASA and Total SA 
are supportive of investor demands for 
greater transparency on the long-term 
impacts of climate change on business.

These companies have begun providing an 
assessment of the long-term implications of 
operating in a low carbon economy on their 
business. We applaud their leadership in 
providing this level of disclosure and will 

work with these companies as they continue 
to improve the quality of their reporting. 

The differences in approaches to disclosure 
and attitudes to shareholder proposals 
informed our voting decisions on climate 
and environmental-related issues in 2016 
(see diagram below). In addition, we also 
considered feedback received during 
engagement. SSGA supported resolutions if 
company disclosure, practice and board 
governance structure were found to 
be inadequate or did not meet market 
practice. SSGA abstained on resolutions if 
companies were receptive to our feedback 
and we voted against resolutions if 
company disclosure and practices were 
found to be adequate and/or if the company 
had committed to incorporating our 
feedback into their practices.

THEMATIC FOCUS
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Engagement Context
To understand a company’s water management practices and 
challenges of water  management, as well as to identify emerging 
best practices through conversation with industry leaders, and 
share engagement insights with other portfolio companies.

Engagement Topics 
• Water management strategy 

• Risk assessment and stress testing of water resources

• Compliance and regulations

• Quality of reporting 

• Management expertise and resources

• Public policy engagement

29 Companies Engaged

WATER MANAGEMENT

Our Views on Water Management

According to the United Nations, by 2025, 
1.8 billion people will be living in water 
scarce areas and two-thirds of the world’s 
population under water stressed conditions. 
2016 was SSGA’s first year thematically 
engaging with companies on their water 
resource management practices. These 
engagements have helped SSGA develop a 
foundational understanding of the 
challenges faced by investee companies 
and the varied strategies and practices 
used by companies to mitigate water 
management related risk. Finally, we also 
explored the level of oversight provided to 
these issues.

We had three key observations from our 
engagements: 

1. Risk associated with water 
management tends to be localized 
— specific to operations in water 
stressed and/or in environmentally 
sensitive areas. Accordingly, 
company disclosures on water 
management practices are more 
useful when they are disclosed on 
an operational level.

2. Company disclosure of water 
resource management practices 
vary by sector. For example, 
disclosure of companies in high 
impact sectors tend to focus on 
managing water discharge from 
operations, which may have 
chemicals that are harmful to 
the environment and broader 
communities, as this tends to be 
the subject of regulations. Whereas 
in the agriculture and the food 
and beverage industries, water 
management programs are focused 
on water sourcing, which is a large 
component of their production 
process and mismanagement of 
these resources exposes companies 
to potential reputational risks.

3. Given that risks stemming from 
water management are at the site 
specific level, these risks may not 
be significant enough on a firm-wide 
basis to be elevated and discussed 
at the board.

Guidance for Boards on Water 
Management 

We found that many companies approach 
disclosure of their water management 
programs at an enterprise-wide level. 
However, given the localized nature of 
these risks, investors could benefit from 
information on goals and performance at 
the operational level.

In addition, companies should also provide 
information on their end-to-end water 
management practices. SSGA believes that 
water management issues of sourcing, 
utilization, collection, treatment of discharge 
and water recycling are important for all 
sectors. Therefore, good disclosure should 
provide investors with insights into all 
aspects of water management.

Finally, while it may be appropriate for 
boards to be less involved with operational 
level water management issues, it is 
important for boards to understand the 
company’s overall philosophy and approach 
to water management. In particular, boards 
should consider water-related non-financial 
risks when approving capital allocation 
decisions with respect to M&A, plant 
locations and geographic footprints of 
the company.

THEMATIC FOCUS
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SUPPLY CHAIN MANAGEMENT

24 Companies Engaged

THEMATIC FOCUS

Engagement Context
To better understand how companies monitor and mitigate 
risks throughout the supply chain. 

Engagement Topics 
• Supply chain management strategy 

• Supply chain oversight and auditing

• Human rights: child labor, wages, working conditions, conflict 
minerals, modern slavery

• Environmental management: local pollution, differing 
regulations in local markets, poor oversight, product 
lifecycle, hazardous material

• Safety

• Resilience of supply chain

• Traceability and transparency of supply chain

Our Views on Supply Chain 
Management

Globalization of supply chains has resulted 
in increased complexity and risks of 
managing supply chains. Investors and 
companies are becoming more aware 
that failure to mitigate risks within supply 
chains can have significant financial 
impacts through litigation, supply disruption, 
or long-term damage to reputation and 
brand image.

We found that most companies rely on 
vendor codes of conduct and sourcing 
agreements to manage supply chain risk. 
However, these codes and agreements 
implicitly transfer the onus of compliance 
to the vendors. Few companies have the 
infrastructure needed to monitor 
compliance with these codes/agreements. 
In the event that vendors do not enhance 
practices to comply with the codes, the risk 
within the supply chain is not mitigated, 
leaving companies exposed to costly 
financial impacts in the long term. 

Effective monitoring and oversight of 
vendors’ practices within a supply chain is 
resource-intensive and often requires 
robust, internal or external auditing 
processes. Less than 25% of the companies 
we engaged with were confident that they 
had effective monitoring processes that 
mitigated supply chain risks for their 
company. However, even these companies 
felt that it was logistically challenging to 
have their entire supply chain audited on an 
annual basis. Many believed that it is overly 
ambitious for investors to expect 
companies to have full control and 
oversight of their supply chains as this 
would require companies to have control 
over layers of suppliers and sub-vendors 
within their network. 

Guidance for Boards on Supply 
Chain Management 
• Given the tangible risks stemming from 

supply chains, particularly for companies 
in the consumer retail sector, boards need 
to dedicate more time to understanding 
the efficacy of internal processes and 
practices that help manage supply 
chain risk.

• With an increase in calls by politicians to 
dismantle global trade agreements and 
reduce reliance on imports, boards should 
also evaluate the growing political risk 
within their global supply chains.

• Management and boards should evaluate 
the costs associated with overseeing and 
mitigating risks within their supply chain in 
order to identify the true cost of strategic 
decisions such as location of factories, 
suppliers and on-shoring/off-shoring 
of services, etc. Companies that have 
difficulty mitigating their supply chain risks 
should work to simplify their supply chain 
in order to make it more manageable.

• Finally, companies should evaluate their 
supply chain management practices 
against emerging best practice guides 
(where available) that are developed 
collaboratively by members of the 
industry. Examples of some sector 
association best practice guides include 
the Sustainable Apparel Coalition, 
the Roundtable on Sustainable Palm 
Oil, and the Electronic Industry 
Citizenship Coalition.
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Engagement Context
To understand company compensation and wage strategies and 
how they support and help sustain business operations in the 
long term. 

Engagement Topics 
• Employee recruitment and retention 

• Executive compensation

• Interplay between technology and human resources 

• Reputational risk in employee and C-Suite pay

PAY STRATEGIES

6 Companies Engaged

THEMATIC FOCUS

Our Views on Pay Strategies

The growing focus on income disparity has 
heightened sensitivities around C-Suite and 
worker pay. In June 2016, following the 
proxy season, SSGA published guidance for 
directors on the growing reputational risk 
in C-Suite pay and called upon company 
boards to mitigate reputational risk in pay. 
However, investors and companies are only 
now beginning to consider the importance 
of having a wage strategy as part of their 
human capital management systems to help 
preserve and grow the long-term value of 
the company. 

Until recently, cost management has been 
the primary focus of wage strategies with 
low-cost wage strategies being considered 
as the only viable option to help enhance 
returns. However, over the past few years, 
companies have begun to recognize that 
low-cost strategies come with hidden costs 
such as high employee turnover/training 
costs and low customer satisfaction that 
have financial implications on long-term 
returns. Therefore, in order to quantify the 
true cost of their wage strategies, a 
growing number of companies are starting 
to track and incorporate non-financial 
performance metrics such as employee 
turnover rates, customer satisfaction and 
service quality. In addition, the reputational 
risk of following a low-cost strategy, 
particularly in the consumer retail sector, 
has many companies shying away from 
publicly embracing this strategy. 

Guidance for Boards on 
Pay Strategies 

Companies should calculate the true 
costs of a particular pay strategy by 
identifying and measuring the KPIs that 
are important in their human capital 
management programs.

Companies should develop a better 
understanding of their potential pool of 
employees and identify non-financial 
incentives that help them attract and retain 
employees. For example, a large fast-food 
company is positioning itself as a provider 
of the ‘first job opportunity’ for students or 
younger individuals. This firm provides 
funding for employees to pursue further 
education as part of its incentive system. 
Another company, an apparel retailer that 
draws its employees from mothers 
re-entering the workforce, provides 
flexibility and consistency in scheduling 
as a differentiator to attract talent.

State Street Global Advisors 23

Annual Stewardship Report 2016 Year End

https://www.ssga.com/investment-topics/general-investing/2016/Guidelines-for-Mitigating-Reputational-Risk-in-C-Suite-Pay.pdf
https://www.ssga.com/investment-topics/general-investing/2016/Guidelines-for-Mitigating-Reputational-Risk-in-C-Suite-Pay.pdf


Our Voting on Debt Issuance and Borrowing Limits
In some countries, companies are required to seek shareholder approval 
to issue debt or increase borrowing limits. Based on our assessment of 
growing corporate debt levels in a low interest rate environment, in 2015 
SSGA adopted a risk-based approach to reviewing its proxy voting decisions 
pertaining to debt issuances and borrowing powers. 

In 2016, SSGA scrutinized debt-related proposals and assessed the 
sustainability of a company’s debt levels under changing interest rates 
and other macroeconomic conditions. Where appropriate, SSGA also 
engaged with companies to better assess their capital utilization and 
management strategies. 

During the 2016 proxy season, there were over 1,800 debt related proposals, 
primarily in China and India, that included approving loan guarantees to 
subsidiaries, converting debt to equity and approving loan agreements. 
SSGA voted against over 42% of these proposals due to concerns that highly 
leveraged companies were seeking authorization to increase their 
borrowing without providing any information on how they intend to 
manage their debt obligation in the long-term. In comparison, Institutional 
Shareholder Services (ISS) supported about 80% of all requests. 

DEBT ISSUANCES AND BORROWING LIMITS 

VOTING POLICY FOCUS
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04 
VOTING & ENGAGEMENT  
SUCCESSES IN 2016
2016 Engagement 
Successes 
SSGA successfully worked with several 
of our investee companies to enhance 
their governance, compensation and 
sustainability practices. We monitor and 
track our engagement successes (see 
Measuring Engagement Success in 
Section 1) on a multi-year basis. Below 
we have provided illustrative examples 
of some notable engagement successes 
from the past year:

Board Quality and Governance
JAPAN  Following a multi-year 
engagement with SSGA, Fanuc Corp, a 
high performing robotics company, 
appointed two additional independent 
board directors, including a director 
with related business experience. Three 
of the thirteen board members are 
classified as independent outsiders, 
which is above the market practice of at 
least two independent outsiders 
established by Japan’s Corporate 
Governance Code. 

UNITED KINGDOM  GSK plc, a 
pharmaceutical company, has adopted a 
strategy to move away from reliance on 
blockbuster drugs towards a more stable 
model focused on volumes growth and 
emerging markets. SSGA met with the 
chairman and noted that the composition 
of the board had not evolved in line with 

2016 Voting Policy 
Successes
Board Refreshment (US) Since 2014, 
over 220 companies have refreshed 
their boards by adding new directors 
in response to SSGA’s engagement 
and voting efforts in this area. In 2015, 
SSGA took action against 379 
companies globally. Of these 
companies, 119 companies or 31% 
had refreshed their boards by 2016. In 
2016, SSGA took action against 381 
companies and voted against the 
re-election of 731 directors globally 
due to poor board refreshment 
practices.

Re-testing Feature in Remuneration 
Plans (Australia) In 2014, SSGA 
adopted a voting guideline designed to 
address our concerns with the 
inclusion of a feature know as a 
‘re-test’ provision in remuneration 
structures in several ASX listed 
companies. A re-test feature offers 
executives multiple opportunities to 
earn compensation pay-outs if they 
fail to achieve performance targets 
over a specified period. SSGA believes 
that this practice allows for possible 
pay-for-performance misalignment 

and incentivizes management to make 
risky decisions that will have high 
payoffs in order to meet aggressive 
targets in a short time period. 

SSGA voted against 33 and 25 
companies that had re-test features in 
their pay plans in 2014 and 2015 
respectively. To date, 11 companies 
have responded to our votes and have 
removed the re-test provisions in their 
plans. However, given the challenging 
economic environment facing 
Australian companies, we have seen 
an increase in the number of 
companies with re-test provisions in 
their remuneration plans. 
Consequently, in 2016, SSGA took 
voting action against 33 companies 
— 12 of which had introduced a 
re-test feature for the first time, one 
company that reintroduced the feature 
in its 2016 plan and 20 companies that 
have not been responsive to our vote. 
We will continue to monitor this 
practice in Australia as increasing pay 
quantum and growing misalignment 
between pay and performance is a 
concern in this market (also see 
Section 5 — Australia: New Long-
Term Strategies Beget New 
Remuneration Plans).



the shift in strategy and suggested the 
nominations committee prioritize adding 
emerging markets expertise — this was 
particularly important in the wake of the 
corruption scandal that enveloped the 
company in China. GSK has since 
strengthened its board of directors with 
the appointment of a prominent Indian 
national with wide-ranging experience in 
consumer goods and regulatory affairs. 

UNITED STATES  SSGA’s engaged with 
BlackRock Inc., to betterunderstand 
the role and responsibilities of the 
company’s lead independent director. 
During the engagement, we called on 
the company to enhance its public 
disclosure on the role of its lead 
independent director. In September 
2016, the company published its ‘Lead 
Independent Director Guidelines,’ 
which provide a more robust description 
of the role and responsibilities than 
previously disclosed. 

Remuneration
AUSTRALIA  As highlighted above, three 
Australian companies removed the 
re-test provision in remuneration plans 
after engagement with SSGA. These 
include Fairfax Media Ltd., Mount 
Gibson Iron Ltd., Primary Health 
Care Ltd. 

EUROPE  After receiving a high level of 
dissent regarding their executive pay 
practices in 2015, Klepierre, a French 
real estate company, met with SSGA 
where we outlined a series of 
recommended changes. By 2016, the 
company had made substantive 
improvements in their disclosure and 
structure of pay arrangements, including 
the introduction of bonus caps and 
detailed disclosure of targets, and actual 
performance achieved under the short 
and long-term variable plans.

UNITED KINGDOM  SSGA had extensive 
dialogue with the senior leadership of 
Tate & Lyle Plc following a series of 
profit warnings. SSGA welcomed the 
reorganization of the company toward 
higher margin speciality foods. SSGA 
outlined expectations of how the change 
in strategy should flow through to group 
and business unit objectives and 
performance conditions underpinning 
executive remuneration plans. The 
company subsequently published new 
remuneration arrangements which align 
to the new strategic focus including 
replacing sales targets with return on 
capital metrics.

UNITED STATES  SSGA noted enhanced 
executive remuneration practices at 
BorgWarner Inc. where the company 
removed the re-test provision in its 
executive compensation plans after 
engagement with SSGA on the issue. In 
addition, Bristol-Myers Squibb 
Company removed earning per share 
(EPS) as a metric in its long term 
incentive plan and elongated 
performance periods to three-years 
based of feedback provided by SSGA 
during engagement and QUALCOMM 
Incorporated added return on invested 
capital (ROIC) as a performance metric 
to its compensation plans.

Sustainability 
JAPAN  In our engagement with Asahi 
Group, SSGA suggested that the 
company’s sustainability disclosure be 
enhanced to better align it with the 
company’s business objectives and to 
provide a clearer understanding of how 
ESG risks are evaluated and prioritised. 
Asahi Group subsequently published a 
revised medium-term management plan 
which included the identification of key 
CSR themes by business unit coupled 
with a materiality framework. 

UNITED STATES  SSGA has been engaging 
with Amazon.com, Inc. on its 
sustainability practices since 2014. In 
2015, SSGA supported a shareholder 
resolution calling on the company to 
report on its sustainability practices and, 
in 2016, we abstained on the proposal 
but escalated our feedback to an 
independent board member. Over the 
past year, the company has built out a 
sustainability team by hiring experts 
with backgrounds in global supply chain, 
energy and environmental management, 
and social responsibility. It has also 
progressively improved the quality of its 
sustainability-related disclosure in 
response to shareholder engagement.

In response to high shareholder support 
for resolutions to report on 
sustainability, Emerson Electric Co. 
published its first Corporate Social 
Responsibility Report in October 2016. 
SSGA has been engaging with the 
company on environmental and social 
issues on a multi-year basis and has 
supported the shareholder resolution 
every year since 2013. 

SSGA has been engaging with 
CLARCOR Inc. on a multi-year basis, 
requesting that the company enhance its 
identification and disclosure practices on 
the material environmental and social 
risk facing the company. In addition, 
SSGA has supported a shareholder 
proposal calling for enhanced 
sustainability reporting for the past 
three years. After the 2016 proxy season, 
the company undertook a materiality 
assessment that identified sustainability-
related risks, which will serve as the 
foundation of the company’s first 
sustainability report.
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2016 STEWARDSHIP IN PRACTICE
Engagement Statistics Overview
During 2016, SSGA engaged with a total of 1,631 companies, 
of which 1,020 engagements were through a letter writing 
campaign and 611 meeting were in-person meetings or via 
conference calls on various environmental, social or 
governance issues. In February 2016, prior to the proxy 
season, SSGA rolled out its guidelines for independent board 
leadership through a global letter writing campaign to 1,020 
companies globally. Letters were sent to boards of S&P500, 
FTSE 350, ASX100, CAC 40, DAX 30 companies in the US, 
UK, Australia, France and Germany respectively. 

Seventy six percent of our 611 engagements were classified as 
active engagements, driven by the annual stewardship priorities 
and companies identified through our ESG screens. The 
remaining 24% of our engagements were reactive, conducted 
primarily to discuss proxy voting related or event driven ESG 
issues. In this section we provide an overview of the range of 
issues that we discussed with companies that go beyond our 
focused engagement priorities discussed in Section 3. 

A comparative breakdown of SSGA’s engagements by region 
in 2015 and 2016 is provided in Figure 1, which shows that 
much of SSGA’s engagement efforts were focused on companies 
domiciled in the North America (USA and Canada), the United 
Kingdom, Europe and Australia. Figure 2 provides an analysis 
of the main areas of engagement focus. During the year, the 
team engaged on broader governance and board issues such 
as strategy, risk and board refreshment issues in approximately 
46% of the cases (47% in 2015), on compensation or 
remuneration related issues in approximately 30% of the cases 
(28% in 2015), and on environmental and social (E&S) issues in 
approximately 19% of the cases (19% in 2015). 

Figure 1: Engagement By Region
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Figure 2: Topic of Engagement
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Engagement and Voting Highlights  
General Governance-Related Matters 

1 Focus on  
Long-term Strategy 

Over the course of the past few years, we have made a concerted 
effort to focus our engagements on understanding the long-term 
strategy of companies. In total, we discussed long-term strategy 
in over 40% of the 611 engagements globally across multiple 
sectors ranging from retail to mining and pharmaceuticals to 
information technology. We discussed long-term business 
strategy with companies such as Amazon.com, Inc., Cisco 
Systems, Inc., Commonwealth Bank of Australia, Royal 
Dutch Shell plc, United States Steel Corporation, Vicinity 
Centres, and Yamato Holdings Co Ltd.

During our engagement, we like to understand how strategy 
shapes aspects of governance, such as board composition and 
pay drivers at the company, and what impacts sustainability 
factors have on long-term strategy, if any. We believe that once 
a board has developed its long-term strategy, the company 
should clearly communicate the strategy to investors. Short-
term and long-term performance goals based on key strategic 
drivers should be established and boards should evaluate senior 
executive and company performance against these goals. 
The board should also periodically evaluate the viability of 
the strategy based on the changing business environment, 
competitive landscapes, regulatory requirements and other 
macroeconomic factors. Any change in strategy should prompt 
an assessment of director skills and expertise to ensure that the 
board collectively has the background and knowledge to 
oversee the implementation of the strategy.

Further, we ask boards to look beyond the traditional measures 
of corporate success such as the quarterly earnings report and 
accomplishments since the last board meeting. Short-term 
performance matters, but at SSGA we assess it in the context of 
a company’s long-term goals. Given a company’s stated 
objectives for the next five, 10 or 20 years, did management 
execute as well as possible? Did the company meet its 
milestones and exceed its benchmarks?

In 2017, we will continue to engage with companies on their 
long-term strategy with increased focus on understanding 
how the board identifies, incorporates and communicates to 
shareholders any material impacts of sustainability factors 
on a company’s long-term strategy. 

2 Growing Activism and its Potential Impact 
on Interests of Long-Term Shareholders 

Responding to the rise in settlement agreements between 
boards and activist shareholders which are entered into without 
any consideration being given to the interests of long-term 
shareholders, in October 2016 SSGA called on boards to protect 
the interests of long-term shareholders in all activist situations. 
In particular, we believe that boards need to consider the 
interests of long-term shareholders as they assess: 1) duration of 
the settlement agreements; 2) ownership thresholds and holding 
period requirements for continued board representation; and 3) 
risk to the company’s share price posed by a lack of board 
oversight on significant pledging activities by activists serving 
on the board. 

Our views, which were published in a thought piece 
Protecting Long-Term Shareholder Interests in Activist 
Engagements, were informed by our research on the actions 
of 13 of the largest activist investors in 89 companies over the 
past three years. We found that strategies pursued by activist 
investors differ by activist and from company-to-company. 
However, SSGA identified certain actions as potential red 
flags for long-term investors as they raise questions about 
the motivations behind the actions and potential implications 
for sustainable value creation. 

As near permanent capital, SSGA’s main goal is to 
ensure that activists are helping to promote long-term 
value creation in whatever way they choose to engage 
with companies. Therefore, we believe that boards should 
require settlement terms that promote the interests of all 
shareholders and consider safeguards that protect long-term 
investors. We also believe that long-term owners, boards and 
activists should debate and together develop principles 
that protect the interests of long-term shareholders in 
settlement agreements.

In 2016, SSGA engaged management and dissidents of 12 
companies that were targeted by activities investors. These 
include Buffalo Wild Wings, Inc., Farmer Bros. Co., and 
iRobot Corporation. In one case the dissident withdrew its 
viewpoint on the company’s strategy. Of the remaining 11 
potential proxy contests, boards of six companies entered into 
settlement agreements with dissidents and conceded nine 
board seats. Dissents lost proxy contests at five companies. 
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3 Effective Board  
Leadership 

At SSGA our focus is on electing strong, effective, independent 
boards. SSGA believes that a well constituted board of directors, 
with a good balance of skills, expertise and independence, 
provides the foundation for a well governed company. SSGA 
views board quality as a measure of director independence, 
director succession planning, board diversity, evaluations and 
refreshment, and company governance practices. 

In 2016, SSGA engaged with 216 companies on their board 
composition, quality and leadership. Below we have provided 
highlights from our regional engagements on these issues 
with companies:

JAPAN  SSGA engaged with some of its largest Japanese 
holdings including: Nippon Steel & Sumitomo Metal Corp, 
Nintendo Co., and JFE Holdings, Inc. While the dialogue 
covered a broad range of topics, SSGA emphasized the 
importance of independent directors in assisting in the 
development of strategy and providing robust oversight of 
management. This was particularly important for companies 
embarking on significant corporate restructuring or expanding 
into new sectors and regions.

EUROPE  In the wake of the emissions scandal, investors’ 
attention turned to board and ownership structures at 
Volkswagen AG (VW). Investors were concerned with the 
low overall independence level of the supervisory board. Of 
the 20-person supervisory board only one director or 5% of 
the board was considered to be independent. SSGA engaged 
with the company to outline our expectations of the oversight 
function of the supervisory board and the importance of 
establishing adequate independent representation, especially 
as the company is in a critical phase of rebuilding trust with 
regulators and wider stakeholders. While acknowledging 
our position, the company’s management cited the buy-in 
needed from the controlling shareholders as an obstacle to 
enhance overall board independence. They outlined plans  
for introducing alternative independent views into board 
deliberations. We welcomed these steps but stressed that this 
was not a substitute for increasing the number of independent 
directors on the board. 

In addition, SSGA also engaged with a number of European 
companies where governments with significant economic 
ownership in the companies have significantly influenced 
board composition and reduced independent oversight of 
management. These include Airbus Group, Renault and 
Intesa Sanpaolo. During these engagements, SSGA sought 
to better understand the circumstances in which government 
entities exercise their influence, and if existing governance 
structures and practices help protect the interest of 
minority shareholders. 

UNITED KINGDOM  SSGA engaged with two companies (SKY 
Plc, Schroder Plc) in the UK, which changed their board 
leadership structure by appointing non-executive chairman 
that had previously served as chief executive of the company. 
During the engagement, companies explained that they 
appointed either a deputy chairman or senior independent 
director to even out the balance of power among independent 
and non-independent directors. SSGA engaged with the 
companies on the nomination process, definition and scope of 
roles and the board’s ability to objectively review strategy. 
SSGA expressed concern with the appointment process, which 
appeared to have been made at the behest of the controlling 
shareholders. SSGA urged the companies to better define the 
roles of the independent leaders. 

UNITED STATES  SSGA engaged with 83 companies on their 
board leadership structures during the year. In addition, 
we voted on 49 shareholder proposals that were seeking an 
independent board chairman at US companies. At several 
companies that had a proposal, SSGA had previously engaged 
with the lead independent directors about their role and 
responsibilities. At these companies, SSGA relied on previous 
engagements to inform our voting decision. SSGA supported 
16%, abstained on 23% and voted against 61% of the proposals.
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Factors that were considered while making our voting 
decisions included: 

• Disclosure in the proxy statement on the role or job 
description of the Lead Independent Director 

• Quality of engagement with the company, particularly with 
the Lead Independent Director, with regards to their role and 
responsibilities on their board 

• A company’s commitment to review their disclosure and/or 
strengthen the Lead Independent Director role in light of our 
guidance on the issue.

While our final vote decision was unique to each company, in 
general, we found that the disclosures pertaining to the role of 
the Lead Independent Director were boilerplate and not robust 
in comparison to the responsibilities and duties carried out by 
the independent board leaders at the companies. We believe 
shareholders would be better served if companies were to 
review, strengthen and align their disclosure of the role to 
reflect the actual duties and accountability of the Lead 
Independent Director at their company.

SSGA engaged with the following companies on board 
composition and leadership maters: Citigroup, Columbia 
Sportswear Company, General Electric Company, The 
Goldman Sachs Group, Inc., HP Inc., Tata Consultancy 
Services, Twenty-First Century Fox, Inc., Wal-Mart 
Stores, Inc. and The Walt Disney Company.

REST OF WORLD  At the end of 2016, SSGA engaged with 
representatives from Tata Sons, a trust company, that has a 
controlling interest in several publicly listed companies that are 
part of the Tata conglomerate in India. Our engagement was 
preceded by the unexpected removal of Cyrus Mistry as 
Chairman of Tata Sons after only four years on the job. The 
reason given for Mistry’s removal was the alleged investor 
discontent with his management of the portfolio companies 
that ranged from an information technology company to an 
automobile manufacturer to a hotel management company. 

The actions, which were taken by the main shareholder, without 
inputs from other shareholders of the listed portfolio 
companies has largely been opposed by minority shareholders 
and has brought focus on the need for minority shareholders to 
assess risks stemming from opaque governance structures/
practices at the controlling shareholder (families/trusts/state) 
level in large Indian conglomerates. 

In December, SSGA engaged with senior managers of Tata Sons 
and called on the group to:

• Enhance transparency and improve governance of the trust 
company — Tata Sons

• Strengthen board and committee charters of portfolio 
companies to explicitly address resignation policies and 
board/committee composition issues

• Require that the portfolio company boards manage the 
succession planning process so that minority shareholder 
interests are not impacted by family disputes among the 
controlling shareholder and management

• Provide greater disclosure on overall business strategy of 
each portfolio company in order for minority shareholders 
to evaluate and provide feedback on the performance of 
the company
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Proxy Voting and 
Engagement Highlights  
Compensation-Related Matters
In 2016, there were 5,328 proposals (marginally higher than the 
5,228 proposals in 2015) on compensation practices or policies 
across SSGA’s global investment portfolios. 

On average, in 2016, SSGA supported approximately 91% of 
pay-related proposals, down slightly from 92% support in 2015. 
The primary reasons for the increase in voting against pay 
proposals were the growing concerns with pay-for-performance 
misalignment and increasing pay quantum in the prior year. 

SSGA relies on propriety region-specific compensation screens 
to help identify and prioritize the 5,328 pay related proposals 
for further review. Consequently, SSGA reviewed 1,612 
companies, or 30% of total proposals, up for a vote. Figure 3 
provides a regional breakdown of pay proposals reviewed in 
2016. On average, SSGA supported the compensation practices/
policies at the screened companies 40% of the time, voted 
against their practices 27% of the time and chose to track 
(support with reservation) 33% of the proposals due to some 
concerns with pay policies/structure at the company. A regional 
breakdown on our voting on pay proposals that were screened is  
provided in Figure 4. 

Figure 5 provides a breakdown of SSGA’s voting decision 
rationale on compensation issues which were driven 
primarily by our concerns with the structure of the 
compensation packages and by quantum of pay given 
performance of a company.

Figure 3: Pay Proposals Screened by Region
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Figure 4: SSGA’s Votes on Screened Pay Proposals 
by Region
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Figure 5: Reasons for Voting Decision on Pay Proposals
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Engagement on Compensation 
Related Matters
As part of our asset stewardship program, SSGA prefers to 
effect change through engagement with companies on concerns 
we may have with various aspects of pay at the company. 
However, if engagement is not found to be an effective tool to 
promoting change, then we use our vote to highlight our 
concerns with pay practices in companies. SSGA has developed 
a framework for  analyzing pay votes at portfolio companies 
(see box to the right). During engagement, we clearly 
communicate our concern with executive pay at the company 
and monitor companies on their responsiveness to the concerns 
we raise during engagement. 

In Figure 6, we provide an analysis of specific engagement 
topics related to pay that were discussed with companies.  
We discussed pay-related issues with over 300 companies in 
2016. Of these engagements, we had general compensation 
discussions with 155 companies and raised concerns regarding 
poor executive compensation structures at 97 companies. We 
also raised concerns with the quantum of pay at 89 companies.

SSGA’s Framework for Analyzing Pay Votes
Assess quantum relative to peer group and long-
term performance.

Analyze structure of total compensation — seek balance 
between short-term and long-term pay components.

Understand link between long-term strategy and 
pay drivers.

Short-term pay: 

• Prefer operational metrics such as revenue, margins, 
safety etc. that are often highlighted in investor reports 
and tracked by equity analysts.

Long-term pay: 

• Seek balance between performance-vesting shares 
(PSU) and time-vested stock (RSU).

• PSU should be based on at least 3-year performance 
period and linked to drivers such as relative TSR 
performance to a competitive peer group, return on 
equity, return on invested capital or other relevant 
long-term metrics.

• RSU — provides retention element.

Other factors considered: 

• Large one-off payments that are not tied 
to performance.

• Re-testing of performance metrics or re-pricing  
of options.

• Hedging and pledging activities of senior management.

• Total Named Executive Officers (NEO) pay and pay 
disparity between Chair/CEO and other NEOs.

Significant improvements in structure that will impact 
future pay.

Figure 6: Engagement Topics on Compensation
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Source: SSGA 2016 Engagement Database.
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Below are SSGA’s insights into 2016 pay trends in Australia, the 
UK and the US. 

1 Australia New Long-Term Strategies Beget 
New Remuneration Plans

During the course of 2016 SSGA engaged with 30 companies 
and reviewed 308 shareholder meetings in Australia. 
Companies engaged include: Origin Energy, Ltd., Macquarie 
Group Ltd., Fairfax Media Ltd., AGL Energy Ltd., 
Newcrest Mining Ltd., Commonwealth Bank of Australia, 
Wesfarmers Ltd., Woolworths, Ltd., Australia and New 
Zealand Banking Group Ltd.

Based on our discussions, our observations from the 2016 
Australian proxy season are highlighted below:

• 2016 was a year in which many Australian companies 
reviewed their long-term strategy in light of changing 
economic conditions. This focus on strategy, while necessary, 
resulted in several companies changing their short and 
long-term goals to adjust to a lower growth environment.

• Consequently, the immediate impacts of these changes 
were visible in remuneration packages of CEOs as many 
companies discarded older plans that were no longer 
aligned to future strategy.

• We think the restructuring of remuneration plans was 
inevitable and necessary. However, we found that some 
companies had abandoned old remuneration plans without 
prior discussion and buy in from shareholders on new 
plans, which have design elements that are concerning 
to shareholders.

• Going forward, we see companies needing to provide more 
clarity on their long-term strategy by setting goals and 
milestones that are clearly communicated to shareholders 
and incorporated into remuneration plans.

• We also see remuneration structures changing significantly 
in the coming years as companies deviate from the more 
traditional structure of setting long-term performance 
targets based on a three year relative Total Shareholder 
Return (TSR) metric. This one size fits all approach that 
was common in most Australian remuneration plans, will 
now likely change as boards are keen on adopting structures 
that are appropriate for their firm and industry. 

• As companies test new remuneration plans, SSGA is 
concerned about two groups of companies that have 
emerged this proxy season:

 – Those companies that have abandoned long-term plans 
and are embracing short-term plans as a means of 
incenting management in an unpredictable and 
challenging economic environment; and

 – Those companies that have abandoned short-term plans in 
favor of long-term performance plans with the intention of 
giving managers the opportunity to earn larger payouts 
once the company has successfully executed the multi-year 
restructuring plans that are underway.

• We are particularly concerned when companies abandon 
long-term plans as we believe that shifting focus away from 
the long-term can create even more short-term pressure on 
management as investors are deprived of any perspectives on 
the company’s long-term prospects.

• As boards are reconsidering remuneration plans, we are 
supportive of them including material environmental, social 
and governance (ESG) metrics such as safety, consumer 
satisfaction, cultural change etc. as key drivers of pay, 
especially if they are integral to the strategy and support 
long-term value creation. However, in such instances, we 
ask  that boards put in place methodologies to capture and 
measure key ESG performance indicators and explain to 
shareholders how these metrics are incorporated in strategy 
and promote long-term value.

• Lastly, we want to reiterate that while we are supportive of 
boards adopting unique remuneration plans that are aligned 
to the company’s long-term strategy and circumstances, we 
caution boards from adopting practices that reduce the 
pay-for-performance aspect of the plan or result in 
increasing total pay quantum over the long-term. 
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2 United States Rising Reputational  
Risk in C-Suite Pay

In the 2016 proxy season, compensation practices at US 
companies were once again an area of engagement focus for 
SSGA. During the season, we noted a lack of variability in the 
year-to-year compensation packages of C-Suite executives. 
When evaluated in the context of poor performance and 
shareholder returns of the past year, the stable nature of 
compensation payouts was unexpected given that investors 
have been working since 2011 to strengthen the pay-for-
performance alignment in compensation. 

We found that companies had begun introducing features that 
distorted the pay-for-performance alignment in compensation 
plans. Examples of practices that negate pay-for-performance 
in compensation plans include: 

• Increased base salary and/or long-term stock grants 
that made up the decrease in short-term bonus payouts 

• Above-target payouts under annual bonus plans for 
exceeding short-term performance goals that were 
recalibrated downwards in the middle of the 
performance cycle 

• Relying on the discretionary element in compensation to 
pay out annual short-term bonus at-or-above target levels 
despite the failure to meet financial and business targets 

• Additional one-time or multi-year grants that increased 
overall compensation in a given year 

In response to the practices and the growing media focus on 
high quantum of CEO pay, SSGA sees increasing reputational 
risk stemming from compensation practices and pay outs to 
C-Suite executives. Consequently, in June 2016, SSGA 
published guidance for directors on “Mitigating Reputational 
Risk in C-Suite Pay” in which we called on companies to 
adopt the following practices to address our concerns: 

• Scenario test C-Suite compensation packages to threshold, 
target and stretch goals established by the board to 
understand the variability of the total compensation 
payout to performance, as well the variability within each 
pay component. 

• Introduce reasonable maximum payout limits as percentage 
of base pay on short-term and long-term compensation plans. 

• Disclose the maximum payout limits under each pay 
component to shareholders; this will enhance transparency 
and will help set investor expectations with regards to 
quantum of pay built into the current compensation plan. 

• Explain anomalies in pay that may increase reputational risk 
for the company in a given year and demonstrate how the 
board has mitigated this risk through pay design. 

SSGA engaged with the following US companies on pay 
concerns: Churchill Downs Incorporation, Wal-Mart 
Stores, Inc., Wolverine World Wide, Inc., FMC 
Corporation, BorgWarner Inc., Anadarko Petroleum 
Corporation, Simpson Manufacturing Co., Inc., Tempur 
Sealy International, Inc., and Bed Bath & Beyond Inc.
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3 United Kingdom Remuneration-Related  
Shareholder Spring 

The UK Annual General Meeting (AGM) season was  
dominated by concerns over executive remuneration, with 
average shareholder opposition to FTSE 100 pay practices 
standing above 9% for the first time, up from 6.4% in 2015.2 
This trend was also reflected in SSGA’s voting record in the UK 
where SSGA voted against 50 remuneration reports and policy 
votes at companies in 2016 up from 44 proposals in 2015, a 7% 
increase from the previous year. In addition, we supported 63 
pay proposals with reservation at companies in 2016, a 286% 
increase from the previous year. 

A key factor behind SSGA’s elevated votes against remuneration 
was the emergence of a growing misalignment between 
management pay-outs and the shareholder experience. 
Following a challenging economic period in which the FTSE 
100 delivered negative returns, SSGA expected remuneration 
committees to demonstrate restraint when determining pay 
outcomes for executives. However, while many companies 
responded by freezing salaries, reducing bonuses and pay-outs 
under long-term share plans, some companies failed to adjust 
management remuneration to reflect disappointing long-term 
financial performance. 

Some of the more high profile remuneration report votes with 
UK companies that SSGA engaged with include: 

• BP Plc where executives were granted maximum bonuses 
during a period when the company delivered record 
operating losses 

• Smith & Nephew Plc where the remuneration committee 
retrospectively lowered performance objectives to ensure 
management received a pay-out 

• Shire Plc where the chief executive received a 25% pay rise 
without adequate explanation being provided to shareholders 

• WPP Plc and Reckitt Benckiser Plc, where despite strong 
financial performance, payments to their respective chief 
executives were seen as excessive, representing a growing 
reputation risk and potentially having a negative impact a 
company’s relationship with key stakeholders 

In the coming year, the attention of corporate boards will be 
focused on understanding and responding to the implications 
of the UK’s decision to leave the EU. This may have profound 
implications for companies’ strategies and allocation of 
resources and capital. From the perspective of executive pay, 
SSGA will engage with remuneration committees to understand 
the likely impact of Brexit on forward looking remuneration 
policies and targets. This is most likely to impact banks due to 
uncertainty over the regulatory environment and monetary 
policy, and companies that have business models highly 
leveraged to European markets. 

2 DirectorInsight: FTSE100 Say on Pay Voting Insight June 2016. State Street Global Advisors 35
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Proxy Voting and 
Engagement Highlights:  
Environmental and  
Social-Related Matters
In 2016, we saw a significant increase in the number 
shareholder proposals related to environmental and social 
(E&S) issues up from 275 proposals in 2015 to 402 proposas 
in 2016, an increase of 46% (Figure 7). The increase in the 
number of proposals were primarily in the US, where E&S-
related proposals were up by 46% due to increased investor 
focus on sustainability practices at companies and thematic 
vote campaigns by investor groups on climate-related issues. 
There was also a 250% increase in the number of E&S related 
proposals in Japan. On average, SSGA supported 21% of the 
proposals, up from 17% in 2015, voted against the proposals 
69% of the time, up from 66% in 2015, and abstained on 10% of 
the proposals, down from 17% in 2015 (Figure 8). 

The overall support level at US companies for E&S related 
shareholder proposals continued to grow as in general these 
proposals are non-binding and seek to improve disclosure on 
company practices pertaining to specific E&S related risks. 
However at non-US companies, SSGA voted against an 
overwhelming majority of E&S shareholder proposal as most 
of these proposals were overly restrictive/prescriptive or not 
in the best interest of shareholders. For example, in Japan, 
E&S related proposals typically ask companies to cease 
operating in a specific industry or shut down nuclear power 
plants all together.

Figure 7: Environmental & Social Related Shareholder 
Resolutions by Region 
January 1–December 31, 2016
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Source: SSGA 2016 Voting Statistics.

Figure 8: SSGA’s Voting Decisions on E&S Related 
Shareholder Items
January 1–December 31, 2016
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Source: SSGA 2016 Voting Statistics.
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Engagement on Environmental 
and Social Matters 
SSGA has developed a framework for analysing ballot proposals 
related to E&S issues at portfolio (see below). 

During engagement, we clearly communicate our 
expectations related to a company’s disclosure pertaining 
to key E&S risks that impact the company’s long-term strategy. 
Once communicated, SSGA monitors a company’s 
responsiveness to our expectations. SSGA may abstain on 
E&S-related shareholder proposals if the company has made 
some improvements to its E&S policies/practices but are below 
market standards. We will support shareholder proposals if 
the company has not been responsive to the feedback provided 
during engagement. SSGA does not support E&S-related 
shareholder proposals if the company’s policies and practices 
meet market standards or are considered adequate 
upon analysis. 

In Figure 9, we provide an analysis of specific engagement 
topics related to E&S that were discussed with companies. 
During 2016, SSGA engaged with a total of 196 companies in 
global markets on various E&S issues. Of these engagements, 
we discussed climate change with 85 companies (88 
engagements), environmental management issues with 81 
companies (83 engagements), diversity with 36 companies (37 
engagements), water resource management with 29 companies, 
and supply chain management with 24 companies. Details on 
our broad observations on engagements related to climate 
change, supply chain management, water management and pay 
strategies are provided under Section 3 of the report. Below are 
examples of SSGA’s engagement with companies on different 
E&S related issues as an illustration of our engagement 
activities in 2016:

Our Framework for Analyzing 
Environmental and Social Policies and 
Practices at Portfolio Companies
• The quality of a company’s ESG disclosure, including 

the identification of material sustainability-related key 
performance indicators

• The relative performance of a company’s sustainability 
program compared to that of its peers

• The underlying economics of its 
sustainability initiatives

• The level of board involvement in oversight on 
the company’s sustainability practices 

Figure 9: Environmental and Social Engagement Topics 
in 2016
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1 Supply  
Chain 

In 2016, supply chain risk played a prominent role in our 
conversations with companies. Through our engagement we 
explored how companies are managing and mitigating risks 
within their supply chain. For example, Coach, Inc. has built an 
internal group dedicated to monitoring and auditing vendors 
within the company’s supply chain. The company believes an 
in-house team enables the company to retain the knowledge 
gained by its employees who can then appropriately update and 
enhance supplier codes of conduct to mitigate emerging risks 
within the supply chain. Express, Inc. relies on a strong vendor 
screening process to mitigate risk within its supply chain. The 
company relies on an audit questionnaire to screen out new and 
existing vendors if they fail to attain a specific score. In addition, 
the company performs physical walkthroughs of sites for all 
new suppliers to ensure best practice and adherence to its code 
of conduct. 

Dollar Tree, Inc., which has vendors supplying an array of 
different products from different parts of the world, relies on 
product scanners and technology to reduce the risk of 
hazardous materials such as lead paint in their supply chain. 
At Starbucks Corporation the company created an ethical 
sourcing program called Coffee and Farmer Equity (C.A.F.E) 
Practices that offers low interest loans and technical assistance 
to farmers in order to strengthen relations with vendors and 
mitigate risk of supply disruptions. Other companies with 
whom we engaged on supply chain include: Mattel, Inc., 
Target Corporation, and Treasury Wine Estates, Ltd. 

2 Climate  
Change 

Through our engagements with companies on climate-change 
related risks, SSGA observed that some companies have 
reconsidered the materiality of risks stemming from climate 
change by classifying it as a mainstream risk facing the 
business. This reclassification has led to companies elevating 
the risk to the board and dedicating time on board agendas to 
educate directors on this issue, particularly at companies in the 
high impact sectors of utilities and energy. For example: 

Following the signing of the Paris Accord, Hess Corporation’s 
board had an extensive meeting on potential regulation 
stemming from the Accord on the company’s business and 
explored the implications of a two-degree scenario on the 
company operations and the industry. This also included an 
educational session with a climate expert. During the 
engagement, we were informed that the board has been 
receiving quarterly updates on climate change related matters 
since 2013. As feedback, SSGA recommended that the company 
enhance its disclosure on board governance and oversight of 
the climate change risk as well as provide investors with 
information on the board’s assessment of the potential impacts 
of climate change on its long-term business. 

As mentioned in Section 3, SSGA focused much of its climate-
change related engagement to understanding how boards 
considered these issues. We requested but did not insist that 
directors, particularly in high impact sectors, join our 
engagement in order to evaluate board involvement on this 
topic. SSGA was able to engage with board members of 24 
companies on the topic of climate change including: AGL 
Energy Ltd., Chevron Corporation, Kansai Electric Power 
Co. Inc., QEP Resources, Inc., The Southern Company, and 
Xcel Energy Inc. 
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3 Safety 
As a follow up from our 2015 thematic engagements related to 
safety, SSGA engaged with 15 companies on their health and 
safety practices. Most of the engagements were with companies 
that had specific/concerning incidences related to worker or 
product safety. Through engagement we aimed to understand 
the management and the board’s response to the incident, 
broad governance and policy changes that were being 
considered to avoid a reoccurrence of similar incidences in the 
future. Companies that SSGA engaged with on this issue 
include BHP Billiton Plc, Glencore, and Samsung 
Electronics Co. Ltd.

4 Diversity 
SSGA engaged with 37 companies on diversity in 2016 and, as a 
result, it has been identified as a thematic issue in our 2017 
stewardship program. Through engagement, SSGA found that 
most companies are conscious of the need to enhance diversity 
throughout the organization, from entry level employees to 
senior management and the board. In terms of gender diversity 
specifically, many companies cite a central challenge to 
achieving greater board diversity is the limited pool of suitable 
female director candidates. However, based on our discussions, 
we have found that current practices for nominating directors 
as well as behavioral biases that continue to undervalue the 
contributions of women in the workplace are the leading 
obstacles. While SSGA understands the challenge of promoting 
diversity while balancing the right mix of skills and expertise 
throughout the organization we view diversity as one of many 
ways a board can introduce a varied set of skills and expertise 
among its directors to help improve financial performance. 

Examples of companies that have practices in place to enhance 
diversity include: Citigroup Inc., which in its ‘Citi Global 
Citizenship Report’ provides investors with information on 
gender and ethnic diversity levels in each of the eight job 
categories within the firm; Unum Group that stresses the 
importance of the “tone at the top” for promoting diversity 
and accordingly includes diversity initiative targets in the 
performance evaluation of the chief executive officer; The 
Procter & Gamble Company that sets diversity goals for 
different business units and tracks progress against the 
goals which are supported by mentoring programs and 
support groups.

5 Environmental  
Management 

Building on the 150 engagements in prior years, in 2016 
SSGA engaged with 83 companies on their environmental 
management practices. Over the years we have found that 
companies have strengthened disclosure on their 
environmental management programs and its impact on 
operations and costs, but have yet to provide meaningful 
disclosure on its impacts on the company’s long-term strategy. 
Examples of companies that effectively communicate the 
environmental impacts on strategy include: 

Interface, Inc. has reduced operating costs through an 
effective raw materials recycling program thereby increasing 
margins and gaining favor with clients that value 
environmentally sustainable practices. Unilever NV reported 
that its board actively considers the impacts of the company’s 
environmental management programs on its business strategy 
by establishing enterprise-wide corporate social responsibility 
goals (CSR). In efforts to support its “health and planet” product 
positioning, Danone has made several notable acquisitions of 
companies with strong reputations in sustainable and health 
conscious products demonstrating the direct impact that 
sustainability issues have had on the company’s long-term 
strategy. Other companies with whom we engaged on 
environmental management include: Duke Energy 
Corporation, Brambles Ltd., Ford Motor Company, Hasbro, 
Inc., Mitsubishi Motors Corp., and Samsung Electronics 
Co., Ltd.
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6 Water  
Management 

In 2016, SSGA engaged with 29 companies on their water 
resource management practices. One-third of these 
engagements were with food and beverage companies and 25% 
were with energy and utilities companies. Through engagement 
we learned the various ways in which companies approach the 
complex issues of managing their water resources. For example, 
Coca-Cola Company engages with its stakeholders such as 
investors, environmental advocates, academic experts, industry 
groups, and regulators and municipalities to understand their 
specific concerns related to the company’s water utilization and 
management practices to develop a comprehensive water 
management program. PepsiCo, Inc. conducted a water 
materiality assessment of its product life cycle and identified 
that water use was further up its supply chain vis-à-vis company 
operations. Accordingly, the company is working to enhance the 
water management practices of its vendors. In contrast, the 
Molson Coors Brewing Company found that its water-related 
risk stemmed from its operations and has accordingly focused 
its program on monitoring and managing water utilization in its 
operations. Mondelez International, Inc. is reducing costs 
and environmental risks by creating an internal water recycling 
program that reduces the need for fresh water. Other companies 
with whom we engaged on water management include: Domtar 
Corporation, Heineken N.V., Marks & Spencer PLC, and 
Newcrest Mining Ltd.

Engagement Highlights on 
Fixed Income 
SSGA engaged with The Indian Hotels Co regarding their 
proposals to increase debt to fund a new property development. 
During engagement the company explained the rational and 
background of the project and how it fit within the group’s 
long-term strategy. SSGA felt that while the business rational 
for the project was sound, the gearing of the company was high, 
and could pose a material risk to shareholders. Accordingly, 
SSGA suggested that the company focus on improving the 
company’s debt profile. However, Indian companies are often 
backed by promotor groups that have a higher tolerance of 
leverage, and hence their time horizon for debt reduction is 
significantly longer than our expectations.
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APPENDIX  
List of Company Engagement By Topic

Company Name Market Multiple Engagements Governance Proxy Contest/M&A Pay ES

3M Company USA      

ABB Group Switzerland     

Abbott Laboratories USA      

AbbVie Inc. USA     

Abercrombie & Fitch Co. USA     

Aberdeen Asset Management plc UK      

Abiomed, Inc. USA      

Accenture plc EU-Ireland     

Actelion Ltd Switzerland      

Activision Blizzard, Inc. USA      

Adobe Systems Incorporated USA      

Advaxis, Inc. USA      

Affiliated Managers Group, Inc. USA     

Aflac Incorporated USA      

AGCO Corporation USA      

AGL Energy Ltd. Australia     

Air Lease Corporation USA      

Air Liquide S.A. EU-France      

Airbus Group EU-Others      

Alcoa Inc. USA      

Alexion Pharmaceuticals, Inc. USA      

Allergan plc USA      

Alliance Data Systems Corporation USA     

Alphabet Inc. USA     

Amazon.com, Inc. USA     

Ambac Financial Group, Inc. USA      

AMC Networks Inc. USA      

Amcor Ltd. Australia     

Ameren Corporation USA     

American Airlines Group Inc. USA     

American Express Company USA      

American International Group, Inc. USA      

Amgen Inc. USA     

Anadarko Petroleum Corporation USA     

Angie's List, Inc. USA      
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Company Name Market Multiple Engagements Governance Proxy Contest/M&A Pay ES

Anglo American plc UK     

Anika Therapeutics, Inc. USA      

Anthem, Inc. USA      

Apache Corporation USA     

Apartment Investment and  
Management Company (AIMCO)

USA      

Apple, Inc. USA      

Applied Materials, Inc. USA      

Aramark Corporation USA      

ArchRock Inc. USA      

Ariad Pharmaceuticals, Inc. USA      

Arkema SA EU-France      

Arlington Asset Investment Corp. USA      

Arlington Asset Investment Corp.  
(Dissident: Imation Corp)

USA      

ARM Holdings plc UK      

Arthur J. Gallagher & Co USA      

Asahi Kasei Corp Japan      

Ashford Hospitality Prime, Inc. USA      

Ashtead Group UK      

Assicurazioni Generali UK      

AstraZeneca Plc UK      

AT&T USA      

Atlantic Power Corporation USA      

Atlas Air Worldwide Holdings USA      

Aurizon Holdings, Ltd. Australia      

AusNet Services Australia     

Australia and New Zealand Banking Group Ltd. Australia      

Avangrid, Inc. USA      

Avery Dennison Corporation USA     

Axa EU-France      

B/E Aerospace, Inc. USA      

Babcock & Wilcox Enterprises, Inc. USA      

Baker Hughes Incorporated USA      

Banco BPI EU-Others      

Banco Santander EU-Others      

Bank of America Corporation USA     

Barclays plc UK      

Barnes & Noble, Inc. USA      

Barnes & Noble Education, Inc USA      

BB&T Corporation USA      

BBVA S.A. EU-Others      

Bed Bath & Beyond Inc. USA      

Benchmark Electronics, Inc. USA      

Benchmark Electronics, Inc. (Dissident: Engaged Capital) USA      
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Company Name Market Multiple Engagements Governance Proxy Contest/M&A Pay ES

Bendigo & Adelaide Bank Australia      

BG Group plc UK      

BHP Billiton Plc UK     

BioDelivery Sciences International, Inc. USA      

Black Diamond, Inc. USA      

BlackRock, Inc. USA     

BlueScope Steel Australia      

BNP Paribas SA EU-France      

Boral Ltd. Australia      

BorgWarner Inc. USA     

BP Plc UK     

Brambles Ltd. Australia     

Bristol-Myers Squibb Company USA      

Bristow Group Inc. USA     

British Land UK      

Brown & Brown, Inc. USA      

Buffalo Wild Wings, Inc. USA      

Buffalo Wild Wings, Inc. (Dissident: Marcato) USA      

Cadence Design Systems, Inc. USA      

Cairn Ltd. EM-India      

Caixabank SA EU-Others      

Canadian Pacific Railway Limited Canada      

Carmike Cinemas, Inc. USA      

Carrefour EU-France      

Caterpillar Inc. USA     

Celgene Corporation USA     

CenterPoint Energy, Inc. USA     

Cepheid USA      

Check Point Software Technologies Ltd. EM-Others      

Cheniere Energy, Inc. USA      

Chesapeake Energy Corporation USA     

Chevron Corporation USA     

Chico's FAS, Inc. USA      

Chico's FAS, Inc. (Dissident: Barington Group) USA      

China Development Financial Holding Corp EM-Taiwan      

Chipotle Mexican Grill, Inc. USA     

Chipotle Mexican Grill, Inc.  
(Dissident: Clean Yield Asset Management)

USA     

Chubb Limited USA      

Churchill Downs Incorporation USA      

Cielo SA EM-Brazil      

Cincinnati Financial Corporation USA      

Cisco Systems, Inc. USA     

Citigroup USA      

Citrix Systems, Inc. USA      
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Company Name Market Multiple Engagements Governance Proxy Contest/M&A Pay ES

CLARCOR Inc. USA     

Cliffs Natural Resources USA      

Cloud Peak Energy Inc. USA     

CLP Holdings EM-Others     

Coach, Inc. USA     

Cobham UK      

Coca-Cola Enterprises, Inc. USA      

Columbia Sportswear Company USA     

Comcast Corporation USA     

Commonwealth Bank of Australia Australia     

Compagnie Financiere Richemont SA Switzerland      

Computer Sciences Corporation USA      

Consolidated-Tomoka Land Co. USA      

Copart, Inc. USA      

Corning Incorporated USA     

Costco Wholesale Corporation USA     

Credit Suisse Group AG Switzerland      

CRH plc UK      

CSL Ltd. Australia      

Cummins, Inc. USA     

CVS Health Corporation USA     

Cypress Semiconductor Corporation USA      

Daimler AG EU-Germany     

Dairy Crest UK      

Danone EU-France     

Darling Ingredients Inc. USA      

DaVita HealthCare Partners Inc. USA      

Deere & Company USA     

Depomed, Inc. USA     

Deutsche Bank AG EU-Germany      

Deutsche Boerse AG EU-Germany      

Discovery Communications, Inc.  
(Dissident: Clean Yield Asset Management)

USA     

Dixons Carphone Plc UK     

Dollar Tree, Inc. USA     

Dominion Resources, Inc. USA     

Domtar Corporation USA     

Dover Corporation USA      

DTE Energy Company USA     

Duke Energy Corporation USA     

Dynavax Technologies Corporation USA      

E. I. du Pont de Nemours and Company USA     

E. I. du Pont de Nemours and Company  
(Dissident: Clean Yield Asset Management)

USA     

Eagle Materials Inc. USA      
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Company Name Market Multiple Engagements Governance Proxy Contest/M&A Pay ES

EastGroup Properties, Inc. USA      

eBay Inc. USA     

Ecolab Inc. USA     

Edenred EU-France      

Edison International USA     

Edwards Lifesciences Corporation USA      

Eli Lilly and Company USA     

EMC Corporation USA      

Emerson Electric Co. USA     

Enagas S.A. EU-Others     

Endesa America SA EM-Others      

EnerNOC, Inc. USA      

Enersis Americas SA EM-Others      

Eni S.p.A. EU-Italy     

Entergy Corporation USA     

Enzo Biochem, Inc. USA      

Equifax Inc. USA      

Ericsson EU-Sweden     

Evercore Partners Inc. USA      

Eversource Energy USA     

Exelon Corporation USA      

Expeditors International of Washington, Inc. USA      

EXPRESS SCRIPTS HOLDING COMPANY USA     

Express, Inc. USA     

Extreme Networks, Inc. USA      

F.N.B. Corporation USA      

Facebook, Inc. USA     

Fairfax Media Ltd. Australia      

Fanuc Corp. Japan      

Farmer Bros. Co. USA     

Fedex Corporation USA     

Fiat Chrysler Automobiles NV EU-Italy      

Financial Institutions, Inc. USA     

First Republic Bank USA      

FirstEnergy Corp. USA     

Fiserv USA      

Fluor Corporation USA     

FMC Corporation USA      

Ford Motor Company USA     

Freeport-McMoRan Inc. USA     

FUJIFILM Holdings Corp. Japan      

Fukuoka Financial Group Japan      

GateGroup Holding AG Switzerland      

General Dynamics USA      

General Electric Company USA      
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General Growth Properties, Inc. USA      

General Motors Company USA      

Genuine Parts Company USA      

Gilead Sciences, Inc. USA     

Glencore UK     

Goodman Group Ltd. Australia      

Governor and Company of the Bank of Ireland EU-Ireland      

Green Dot Corporation USA      

Green Dot Corporation (Dissident: Harvest Capital) USA      

Groupe Eurotunnel SE EU-France      

Groupe PSA EU-France      

GSK (GlaxoSmithKline) UK      

Guess?, Inc. USA      

H&R Block, Inc. USA      

Hammerson plc UK      

Hasbro, Inc. USA     

HCA Holdings, Inc. USA      

Heineken N.V. EU-Others     

Hess Corporation USA     

Hewlett-Packard Enterprise Company USA      

Hologic Inc. USA     

Honeywell International Inc. USA      

Horizon Pharma plc EU-Ireland      

HP Inc USA     

HSBC Holdings Plc UK     

Huntington Bancshares, Inc. USA     

Huntington Ingalls Industries, Inc. USA     

IAC/InterActiveCorp USA      

IHI Corporation Japan      

Illinois Tool Works USA      

ImpediMed Ltd. Australia      

ING Group EU-Others     

Intercontinental Exchange, Inc. USA     

Interface, Inc. USA     

International Business Machines Corporation USA      

Intertek Group plc UK      

Intesa SanPaolo EU-Italy     

Intuit Inc. USA     

iRobot Corporation USA      

iRobot Corporation (Dissident: Red Mountain) USA      

James Hardie plc Australia      

Jazz Pharmaceuticals plc USA      

JFE Holdings, Inc. Japan      

Johnson & Johnson USA     

Johnson Controls Inc. USA      
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Joy Global Inc USA     

JPMorgan Chase & Co. USA      

JX Holdings, Inc. Japan     

K12 Corporation USA     

Kansai Electric Power Co. Inc. Japan     

Kansas City Southern USA      

KB Homes USA      

Kennedy-Wilson Holdings, Inc. USA      

Kerry Group plc EU-Ireland      

Kimball International Inc. USA      

Kimberly-Clark Corporation USA      

Kirby Corporation USA      

Klepierre EU-France      

Koninklijke Ahold NV EU-Others      

Kraton Performance Polymers USA      

L Brands, Inc. USA      

Laboratory Corporation of America Holdings USA      

Lagardere EU-France      

Lam Research Corporation USA     

Landauer, Inc. USA      

Lennar Corporation USA      

Leoni AG EU-Germany      

Liberty Global plc UK      

London Stock Exchange Group plc UK      

Lowe's Companies, Inc. USA     

M.D.C Holdings USA      

Macquarie Group Limited Australia      

Macy's, Inc. USA      

Magellan Financial Group Australia      

Marathon Oil Corporation USA     

Marathon Petroleum Corporation USA     

Marks & Spencer PLC UK     

Masco Corporation USA     

Masimo Corporation USA      

Mattel, Inc. USA     

McDonald's Corporation USA     

McKesson Corporation USA     

Mead Johnson Nutrition Company USA     

Media General, Inc. USA      

Medical Properties Trust, Inc. USA      

Medtronic plc EU-Ireland      

Merck & Co. USA     

Metcash Ltd. Australia      

MetLife, Inc. USA      
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Microsoft Corporation USA      

MINERALS TECHNOLOGIES INC. USA      

Mitsubishi Corporation Japan     

Mitsubishi Estates Japan      

Mitsubishi Motors Corp. Japan     

Mizuho Financial Group Japan      

MOL Hungarian Oil & Gas EU-Others      

Molson Coors Brewing Company USA     

Mondelez International, Inc. USA     

Monsanto Company USA     

Monster Beverage Corporation USA     

Morgan Stanley USA      

Morrisons (Wm Morrisons Supermarkets) UK      

Motorola Solutions, Inc. USA      

MRT Corporation EM-China      

Myers Industries, Inc. USA      

Mylan N.V. USA      

Myriad Genetics, Inc. USA      

Nabors Industries Ltd. USA      

National Express UK      

National Fuel Gas Company USA     

Nestle SA Switzerland     

NeuStar, Inc. USA      

New York Community Bancorp, Inc. USA      

Newcrest Mining Australia     

Newfield Exploration Company USA     

News Corporation USA      

NextEra Energy, Inc. USA     

Nike, Inc. USA     

Nine Entertainment Ltd. Australia     

Nintendo Co. Ltd. Japan      

Nippon Steel & Sumitomo Metal Corp. Japan      

Nippon Telegraph & Telephone Corp. Japan      

Noble Corporation plc USA      

Noble Energy USA     

Norfolk Southern Corporation USA      

Norilsk Nickel EM-Russia     

Northrop Grumman Corporation USA      

Novartis International AG Switzerland      

Nuance Communications, Inc. USA      

Nucor Corporation USA     

NuVasive, Inc. USA      

O'Reilly Automotive, Inc. USA     

Occidental Petroleum Corporation USA     

Old Mutual plc UK      
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Omega Protein Corporation USA      

Omega Protein Corporation  
(Dissident: Wynnefield Capital Inc.)

USA      

Omnicom Group, Inc. USA      

On Assignment, Inc. USA      

Oracle Corporation USA     

Orica Ltd. Australia     

Origin Energy, Ltd. Australia     

PacWest Bancorp USA      

Paddy Power Betfair UK      

Palo Alto Networks, Inc. USA      

PayPal Holdings, Inc. USA      

Pearson UK      

Pebblebrook Hotel Trust USA      

Pentair plc USA      

Pepco Holdings, Inc. USA      

PepsiCo, Inc. USA     

Pernod Ricard EU-France     

Perrigo Company Plc EU-Ireland      

Persimmon plc UK      

Pfizer Inc. USA     

Philip Morris International Inc. USA     

Ping An Insurance Group EM-China      

Pinnacle West Capital Corporation USA     

Pioneer Natural Resources Company USA     

Pitney Bowes Inc. USA      

Polaris Industries Inc. USA      

Post Holdings, Inc. USA      

Post Properties, Inc. USA      

PPL Corporation USA     

Praxair, Inc. USA      

Prudential Financial, Inc. USA      

QEP Resources, Inc. USA     

QUALCOMM Incorporated USA      

Quest Diagnostics USA      

Rackspace Hosting, Inc. USA      

Ralph Lauren Corporation USA      

Raytheon Company USA     

RBC Bearings Incorporated USA      

RealNetworks, Inc. USA      

Reckitt Benckiser UK      

Regency Centers Corporation USA      

Regeneron Pharmaceuticals Inc. USA      

Renault EU-France     

Repsol EU-Others     
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Republic Services, Inc. USA     

Rex Energy Corporation USA      

RLJ Lodging Trust USA      

Roche Holding AG Switzerland     

Rofin-Sinar Technologies, Inc. USA      

Rofin-Sinar Technologies, Inc. (Dissident: Silver Arrow) USA      

Rolls Royce Plc UK      

Royal Bank of Scotland Group plc UK      

Royal Dutch Shell plc UK     

Royal Mail UK      

RTI Surgical, Inc. USA      

Ryanair plc EU-Ireland      

SA Groupe Delhaize EU-Others      

SABMiller PLC UK      

Salesforce.com USA      

Samsung Electronics Co. Ltd. EM-Korea     

Sanderson Farms, Inc. USA     

Sapporo Holdings Ltd. Japan      

Sarepta Pharmaceuticals USA      

Schlumberger Limited USA      

Schneider Electric EU-France     

Schroder Plc UK      

Scor SE EU-France      

Secom Japan      

Seek Ltd. Australia      

Segro Plc UK      

Sempra Energy USA      

Shire Plc UK      

Showa Shell Sekiyu Japan      

Simpson Manufacturing Co., Inc. USA      

Sinopec Shanghai Petrochemical Co. Ltd. EM-China      

Sky plc UK      

SL Green Realty Corp. USA      

Smith & Nephew UK      

Sojitz Corporation Japan      

SolarCity Corporation USA      

Solvay EU-Others      

Sonoco Products Company USA      

Sonus Networks, Inc. USA      

Sorrento Therapeutics USA      

South32 Ltd. Australia     

Southwest Airlines Co. USA     

Spectra Energy USA     

Spectrum Pharmaceuticals, Inc. USA      
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Sports Direct International plc  
(Dissident: Trade Union Share Owners)

UK     

St. Jude Medical Inc. USA      

Stada Arzneimittel AG EU-Germany      

Standard Chartered Plc UK      

Standard Life plc UK      

Staples, Inc. USA      

Starbucks Corporation USA     

STERIS plc. USA      

Steven Madden USA      

Stewart Information Services Corporation USA      

Stifel Financial Corp. USA      

Stock Spirits Group plc UK      

Stora Enso EU-Finland     

Super Micro Computer, Inc. USA      

SUPERVALU INC. USA      

Suzuki Motor Corp. Japan     

T. Rowe Price Group, Inc. USA     

Target Corporation USA     

Tata Chemicals Ltd. EM-India      

Tata Consultancy Services EM-India      

Tata Global Beverages Ltd. EM-India      

Tata Motors Ltd. EM-India      

Tata Power Company Ltd. EM-India      

Tata Steel Ltd EM-India      

Tate & Lyle UK      

Taubman Centers, Inc. USA      

TCL Communication Technology Holdings Limited EM-China      

Tempur Sealy International, Inc. USA      

Ten Network Holdings, Ltd. Australia      

Tencent Holdings Ltd EM-China      

Terna SPA EU-Italy      

Tesla Motors, Inc. USA      

Tetra Tech, Inc. USA      

The Advisory Board Company USA      

The AES Corporation USA     

The Allstate Corporation USA      

The Bank of New York Mellon USA      

The Boeing Company USA      

The Clorox Company USA     

The Coca-Cola Company USA     

The Dow Chemical USA      

The Estee Lauder Companies, Inc. USA      

The Female Health Company USA      

The Finish Line, Inc. USA      
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The Goldman Sachs Group, Inc. USA      

The Goodyear Tire & Rubber Company USA     

The Indian Hotels Co., Ltd. EM-India      

The J. M. Smucker Company USA     

The Kroger Co. USA     

The Madison Square Garden Company USA      

The Procter & Gamble Company USA     

The Southern Company USA     

The Ultimate Software Group, Inc. USA      

The Walt Disney Company USA      

The WhiteWave Foods Company USA      

Thomas Cook Group plc UK      

Time Warner Inc. USA      

T-Mobile US, Inc. USA      

Toll Brothers, Inc. USA      

TonenGeneral Sekiyu K.K. Japan     

Total SA EU-France     

Total System Services, Inc. USA     

Toyota Motors Japan      

Treasury Wine Estates, Ltd. Australia     

Tribune Publishing Company USA      

Tribune Publishing Company (Dissident: Gannett Co., Inc.) USA      

Tupperware Brands Corporation USA      

Tutor Perini Corporation USA      

Twenty-First Century Fox, Inc. USA      

Twitter, Inc. USA      

Tyson Foods, Inc.  
(Dissident: The Humane Society of the United States)

USA     

U.S. Bancorp USA      

Ubisoft Entertainment EU-France      

UBS GROUP AG Switzerland      

Ultratech, Inc. USA     

Ultratech, Inc.  
(Dissident: Neuberger Berman Investment Advisors LLC)

USA     

Unilever NV EU-Others     

United States Steel Corporation USA      

United Technologies Corporation USA     

United Therapeutics Corporation USA      

Universal Health Realty Income Trust USA      

Universal Insurance Holdings, Inc. USA      

Unum Group USA     

Urban Outfitters, Inc. USA     

Varian Medical Systems, Inc. USA      

Vector Group Ltd. USA      

Vectren Corporation USA      
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Vedanta Ltd. EM-India      

Veeco Instruments Inc. USA      

Ventas, Inc. USA      

VeriFone Systems, Inc. USA      

Verizon Communications Inc. USA      

Vertex Pharmaceuticals, Inc. USA      

Vicinity Centres Australia     

Vinci SA EU-France      

Visa, Inc. USA     

Vodafone Plc UK      

Volkswagen AG EU-Germany     

Vornado Realty Trust USA      

W.R. Berkley Corporation USA      

Waddell & Reed Financial, Inc. USA      

Wal-Mart Stores, Inc. USA      

Waters Corporation USA      

Watsco, Inc. USA      

WebMD Health Corp. USA      

Wells Fargo & Company USA     

Wesfarmers Ltd. Australia      

Westamerica Bancorporation USA     

Western Digital Corporation USA      

Whitbread plc UK      

Whole Foods, Inc.  
(Dissident: Trillium Asset Management, LLC)

USA     

Whole Foods Market, Inc. USA     

Winnebago Industries, Inc. USA      

Wolverine World Wide, Inc. USA      

Woodside Petroleum Australia      

Woolworths, Ltd. Australia      

WP Glimcher Inc. (Formerly Washington Prime Group) USA      

Wyndham Worldwide USA     

Xcel Energy Inc. USA     

Xcerra Corporation USA      

Xerox Corporation USA      

Yahoo! Inc. USA      

Yamato Holdings Co Ltd Japan     

Zions Bancorporation USA      

Zurich Insurance Group Ltd Switzerland      
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Contact Us
Rakhi Kumar 
Managing Director, Head of ESG Investments and Asset Stewardship

Rakhi_Kumar@ssga.com  |  +1 617 664 5556 

Philip Vernardis 
Assistant Vice President, Asset Stewardship

Philip_Vernardis@ssga.com  |  +44 (0)20 3395 6447 

Michael Younis 
Principal, Asset Stewardship 

Michael_Younis@ssga.com  |  +1 617 664 4632 

Caitlin McSherry 
Principal, Asset Stewardship

Caitlin_McSherry@ssga.com  |  +1 617 664 5387

Paul Moore 
Principal, Asset Stewardship 

Paul_Moore@ssga.com  |  +1 617 664 4434

Group Mailbox
governanceteam@ssga.com
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About Us
For nearly four decades, State Street Global Advisors has 
been committed to helping our clients, and those who rely 
on them, achieve financial security. We partner with many of 
the world’s largest, most sophisticated investors and financial 
intermediaries to help them reach their goals through a 
rigorous, research-driven investment process spanning 
both indexing and active disciplines. With trillions* in assets 
under management, our scale and global reach offer clients 
access to markets, geographies and asset classes, and allow us to 
deliver thoughtful insights and innovative solutions.

State Street Global Advisors is the investment management arm 
of State Street Corporation.

*  Assets under management were $2.47 trillion as of December 31, 2016. AUM 
reflects approximately $30.62 billion (as of December 31, 2016) with respect to 
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